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BRANCH, CHAIN, AND GROUP BANKING

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Tuesday, February 25, 1930.
The committee met in the committee room, Capitol Building, at

10.30 o'clock a. m., Hon. Louis T. McFadden (chairman) presiding.
The CHAIRMAN. The committee will COMO to order.
This is the beginning of the hearings on the subjects of branch,

group, and chain banking, authorized under House Resolution 141,
reported by the Committee on Rules February 3, 1930, and passed
by the House on February 10, 1930. So that the record may be
clear, the clerk will insert this particular resolution in the minutes at
this point unless there is objection.
(The resolution referred to is here printed in full, as follows:)
Resolved, That for the purpose of obtaining information necessary as a basis

for legislation the Committee on Banking and Currency, as a whole or by sub-
committee, is authorized to make a study and investigate group, chain, and
branch banking during the present session of Congress. The committee shall
report to the House the results of its investigation, including such recommenda-
tions for legislation as it deems advisable.
For such purposes the committee, or any subcommittee thereof, is authorized

to sit and act at such times and places in the District of Columbia, whether or
not the House is in session, to hold such hearings, to employ such experts and
such clerical, stenographic, and other assistants, to require the attendance of
such witnesses and the production of such books, papers, and documents, to
take such testimony, to have such printing and binding done, and to make
such expenditures as it deems necessary.

The CHAIRMAN. I would like to say at the outset that this is an
important study, and a valuable amount of material will be accumu-
lated during the course of these hearings, and the chairman would
like, so far as possible, to keep out .extraneous matter and to keep
the course of the hearings along the lines of the subjects immediately
before the committee.
Of course, as the hearings go along they can not be indexed, but

when completed I hope to have a proper mdex made as to both
subjects and persons so that any one who reads or wants to study
these hearings may do so with very little trouble as to reference.
I would like to say also at the outset of these hearings that I am

going to invoke the rules of the House in the conduct of these hear-
ings and, so far as possible, as the various witnesses appear, I am
going to suggest that they be permitted .to make an uninterrupted
statement of their position, and then, with the cooperation of the
committee, I am going to try to work out a plan of questioning by
the members in regular order. In that connection, after each mem-
ber has had an opportunity to interrogate the witness,. I am going
to suggest that we have more of an open forum if additional questions
are necessary. I hope that when the members of the committee
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2 BRANCH, CHAIN, AND GROUP BANKING

want to interrupt a witness they will first address the chairman of
the committee and secure such permission. I think that program
will tend to smoothen procedure m the committee and make clearer
what is taking place, and, so far as possible, I wish the members of
the committee would make notes as the witnesses bring questions
to their minds, and then propound those questions when they have
the opportunity.
I wish it were possible for us to have agenda prepared in advance,

of the subjects to be covered, but this matter is pretty well defined
and under the rule we are kept strictly to the subject, so that the
probabilities are we will be able to get along nicely without that.
Now, if any members of the committee have any suggestions that

will tend to make these hearings run along smoothly, I would be very
glad to have them at the outset.
Mr. LUCE. In support of the program that the chairman suggested,

I want to ask the permission of the committee to read two or three
sentences from a letter that I received from ex-Governor Benjamin
Strong, of the New York Federal Reserve Bank.
Governor Strong not only had a most beautiful character, but he

was one of the most efficient men that ever came before this com-
mittee, and I think we all came to trust and admire his judgment.
In one of his periods of convalescence, he wrote me a letter regard-

ing his own experiences before this. committee,. in which he made
certain suggestions, and one of the things he said is this:

It has seemed to me in all cases where I have appeared before a committee of
Congress that much time was wasted and the opportunity to obtain much valu-
able material was missed by the failure to have agenda in the hands of both
members of the committee and those appearing before the committee, so that
the witnesses' statements would be consecutive and comprehensive on the one
hand, and so that 'questions by the members of the committee would be directed
at the particular part of the subject beinf discussed. Repeatedly at these hear-
ings questions have been asked me relating to subjects other than those which
were in my mind to discuss but for which I had already made preparation, thus
interrupting the narrative, so that once or twice it has only been resumed at a
later hearing, sometimes a day or two deferred.

Governor Strong then went on to contrast that with the method
used in an intricate and important healing in London, where he
appeared before nine members of a commission, the chairman being a
member of the House of Commons. In the course of this, he said:
As there were three of us appearing at. the same time, we specified just when

questions would be asked, in order that consecutive statements might not be
interrupted, and when the question period arrived, the chairman first completed
all the questions which he desired to ask and for which he had made notes, and
then in turn called on each member of the commission to ask his questions for
which he had made notes. At the conclusion of these nine series of questions
a somewhat more informal discussion took place when questions were asked
promiscuously, all however directed to the particular subject we had just dis-
cussed, and under the control of the chairman there was no interruption until the
particular line of questioning then under way had been concluded.

Then he says that—
This particular hearing involved a subject of great complexity; in fact, some

very obscure monetary questions indeed, and yet our appearance, which involved
hearing three people, was certainly concluded in less than half the time required
for my own statement alone at the hearing in Washington, and I confidently
believe that the results in the more compact form in which they were so produced
were of greater value than when interlarded with a vast amount of immaterial
and irrelevant discussion.

116-_



BRANCH, CHAIN, AND GROUP BANKING 3

I present this consideration, sir, from a man of wide experience in
these matters, from the point of view of the witness; and the value of
such procedure to the committee and to others is apparent.
So I express my own gratification that your program is to be as

announced.
The CHAIRMAN. Are there any other comments by the members

of the committee?
Mr. BEEDY. As long as we have witnesses before the committee, I

shall not make any further suggestions, but I had mapped out a plan
of segregating and grouping our witnesses which I should like to
submit to the committee; but perhaps we can do that later in executive
session.
The CHAIRMAN. We now have before the committee Hon. J. W.

Pole, the Comptroller of the Currency, as the first witness. In
accordance with my previous statement, I understand that the comp-
troller has prepared himself to make an uninterrupted statement,
after which he will submit to questioning.
• Now, Mr. Comptroller, make yourself comfortable and entirely
informal, and be not afraid.

STATEMENT OF HON. JOHN W. POLE, COMPTROLLER OF THE
CURRENCY

Mr. POLE. Thank you. I appreciate the action of the committee
in permitting me to make this statement uninterruptedly, and, in
view of its length, I will beg the committee's indulgence, but by reason
of the great importance of the subject I feel that I could not say less.
The CHAIRMAN. Before you proceed with your statement, may I

ask if you will embody in your statement a repetition of your recom-
mendations contained in your last report to Congress?
Mr. POLE. There will be a reference to them, but not a repetition.
The CHAIRMAN. I am going. to suggest, because of the importance

of that recommendation, that it be placed in the record at this point.
Mr. POLE. That is my first suggestion, Mr. Chairman.
The CHAIRMAN. All right, sir.
(The recommendation referred to is here printed in full, as follows:)

LEGISLATION RECOMMENDED

The experience of the postwar period has been of sufficient duration to permit
a comprehensive appraisal of the effect of the new economic and social conditions
Upon our system of banking. Briefly stated, it,may be said that banking in fol-
lowing in the wake of the trend of business in general toward larger operating
units with stronger capital funds and more experienced and highly trained man-
agement. The natural result has been that the larger cities are being favored
With banking organizations of great financial stability with the capacity to render
a better and more diversified type of service.
In the principal cities, therefore, in various parts of the country, there have

grown up through mergers and through increases in the variety and volume of
business banking institutions which for strength of oapital and management
technique were unknown in the pre-war period. There have been no failures of
any of these types of metropolitan banks. They are giving the general public a
safer and higher type of banking service than has hitherto been known. Their
' stability rests upon the great diversity of banking business to which they have
access and to the further fact that they are able to secure the most highly trained
and experienced talent. These banks comprise both unit and branch banking
institutions.
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The aggregate of all the banking resources in the United States is about
$72,000,000,000, held by a little more than 25,000 banks (as of June 29, 1929),
but 250 banks hold resources to the aggregate amount of approximately
$33,400,000,000.

While the largest and strongest banks with the bulk of the banking resources
are in the large cities, about three-fourths of all the banks in number are in the
smaller towns and cities and may be classed as country banks. It is these banks
which serve directly the agricultural communities. They operate with small
capital funds and are very much limited in their ability to employ a trained
management. The economic developments of the postwar period have had the
effect of decreasing the opportunities of these banks to operate with profit and it
is this situation to which I should like to direct your most serious consideration.
We are faced with the fact that during the 9-year period from July 1, 1920, to

June 30, 1929, inclusive, about 5,000 banks, nearly all in the agricultural com-
munities, closed their doors and tied up deposits of approximately $1,500,000,000.1
These failures have not been limited to any one section of the country, although
they have been most prevalent in the agricultutal districts. Up to November 1,
521 banks with deposits of about $200,000,000 had suspended during the year
1929. The number of failures by States during the fiscal years ending June 30,
1921 to 1929, inclusive, is as follows:

State
and

private
National

State
and

private
National

Maine 3  Indiana 78 13
New Hampshire 1  Illinois 68 13
Vermont 1  Michigan 63 2
Massachusetts 15 1 Wisconsin 57 8
Rhode Island 1 1 Minnesota 320 58
Connecticut 2 1 Iowa 356 81

Missouri 241 5

23 3
Total New England
States Total Middle Western

States 1,241 188
10 2New York 

385 59New Jersey North Dakota 
Pennsylvania 26 11 South Dakota 264 51
Delaware 1 Nebraska 279 28
Maryland 5 1 Kansas 182 12
District of Columbia 1 Montana 136 55

Wyoming 52 11
41 16Total Eastern States__ Colorado 60 18

New Mexico 40 20
29 2Virginia Oklahoma 174 53

West Virginia 21 4
1,572 305North Carolina 98 12 Total Western States___

South Carolina 170 21
41 8Deorgia 293 12 Washington 

Florida 110 13 Oregon 36 7
Alabama 22 4 California 13 16
Mississippi 40 3 Idaho 48 25
Louisiana 33 1 Utah 13 4
Texas 178 39 Nevada 2  
Arkansas 80 8 Arizona 27 3
Kentucky 40  

180 83Tennt‘r 56 3 Total Pacific States 

Total Southern States__ 1, 170 122 The Territory of Hawaii 1  

Dhio 28 8 Total United States.- ._ 4,228 697

As will be observed from the foregoing table, the failures of State chartered
banks greatly outnumber those of the national banks, but small national banks
have not been immune to the conditions which are causing the failures of small
country banks generally. As an illustration of the wide scope of this economic
condition, it may be said that in seven States over 40 per cent of all the banks in
existence in 1920 have failed and in six States between 25 and 40 per cent. In
26 States, or more than one-half the total, over 10 petr cent of the banks that
were in operation in 1920 have since failed. When it is considered that no

I These figures embrace only those banks which actually went into the hands of receivers. They do not
Include about 500 banks which suspended business but were later reopened after reorganization, often
resulting in depositors and shareholders voluntarily suffering some loss.
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important failures have occurred among banks in the larger cities, the ratio of
failures in the country districts is even higher.
We have, therefore, a strong contrast between city and country bank opera-

tions. Whereas the depositor in a large city bank, whether a wage earner or a
business man, has had full protection, the depositor in the small country bank
has suffered severely from the inability of so many of these banks to meet their
deposit liabilities. The farming communities have not been afforded the protec-
tion for their savings which has been available to depositors in the large cities.

It is cause for immediate concern that the operating conditions faced by the
country banks show no prospect of improvement under the present system.
There are many country banks now operated at a loss and many others operating
Upon earnings insufficient to justify their capital investment. There is not avail-
able to me the earning statements of State banks, but taking the national banks
as an illustration and the year 1927 as a typical year (later earning figures not
being compiled) 966 national banks operated at a loss and an additional 2,000
earned less than 5 per cent. These constituted about 38 per cent of all national
banks in the United States.
Comprehensive study of the banking situation for the past nine years clearly

Indicates that the system of banking in the rural communities has broken down
through causes beyond the control of the individual banker or the local com-
munity. These causes are of a basic nature and have many ramifications through-
out the great economic and social changes which have occurred in the United
States since 1914. I shall not attempt in this report a detailed analysis of this
situation except to say that the economic movement away from a large number
of independent local utility and industrial operating units toward a stronger and
more centralized form of operation in the large cities has curtailed the oppor-
tunities of the country bank for diversity and extension of business while broad-
ening those opportunities for the large city bank.
Any attempt to maintain the present country bank system by force of legisla-

tion in the nature of guaranty of deposits or the like, would be economically
unsound and would not accomplish the purpose intended. If in the free course
of business the country bank can not successfully operate as an independent
banking corporation, affording ample protection to its depositors and its stock-
holders, the obligation and responsibility is upon the Government of the United
States, at least so far as the national banks are concerned, to set up a system of
national banking which will insure the rural communities against the continuing
disastrous effects of local bank failures.
There have been no general financial panics in this country since the war—

thanks to the Federal reserve system. Any bank can have access, directly or
indirectly, to the benefits of the Federal reserve system to the extent of its sound
commercial and business loans and the decline of the country banks has taken
place notwithstanding the valuable assistance rendered by the Federal reserve
system. A Federal reserve bank is not charged with the responsibility of pre-
venting bank failures. It is beyond the power of the Federal reserve system, as
it is beyond the power of any governmental agency, to stand between these
banks and insolvency.
In the absence of legislation to remedy the conditions above described, private

enterprise has within recent months undertaken to meet the economic situation
presented by the growing isolation of the country banks. Local holding com-
panies have been formed in many sections of the country for the purpose of
bringing together a number of banks into a single operating group. The usual
procedure is for the holding company, a State corporation, to purchase a majority
of the stock of several banks, one of which would be a large city bank which in
effect becomes the parent bank of the group. The management personnel of the
central bank becomes in practice the responsible management for the entire
group. Through such a group system it appears to be possible to make a close
approach to a form of branch banking whereby each operating unit leans for
support upon the central bank, or upon the holding company, and receives the
benefits of its moral and financial support; its prestige and good will; its exten-
sion of the wider type of banking service; and the benefits of its highly trained
management.

This holding-company movement is of such recent development that com-
plete statistics are not yet available as to the number of companies in operation
or the number of banks taken over. It appears that in many cases some of the
most responsible bankers and business men of the community have been instru-
mental in the organization of these holding companies and this it would seem is
a sufficient indication of the seriousness of the purpose behind the movement.
However, these holding companies are attempting to do under the sanction of
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existing laws, which are crudely adapted to the purpose, what should be made
possible in a simpler manner by new legislation. If branch banking were per-
mitted to be extended from the adequately capitalized large city banks to the
outlying communities within the economic zone of operations of such banks,
there would be no logical reason for the existence of the local holding company
and it would give way to a system of branches operated directly by the central
bank of the group.

These conditions would seem to warrant a further amendment of section 5155 of
the Revised Statutes of the United States as amended by the act of February 25,
1927 (U. S. Code, title 12, sec. 36), known as the McFadden Act, to permit
national banks, with the approval of the Comptroller of the Currency, to establish
branches within the trade areas of the cities in which such banks may be situated.
These trade areas may in some cases be coextensive with Federal reserve district
lines; in other cases they may be of a more limited extent, but in my judgment
they should not extend beyond Federal reserve district boundaries, except to
take care of a few exceptional cases where a trade area may extend from one
Federal reserve district into another, nor should a bank be permitted to establish
a branch in another city in which there is a Federal reserve bank or a branch
thereof.

Under such a system of branches there would gradually be extended to the
agricultural communities from the large city banks a safe and sound system of
banking which would render remote the possibility of bank failures. There
would, however, be no compulsion upon unit banks to enter a branch organiza-
tion. The two systems of banking-unit banking and branch banking-would
no doubt operate side by side for an indefinite length of time; that is to say,
there would be in every rural section some unit banks well organized, compe-
tently managed, and held in high esteem by the community which would con-
tinue to operate advantageously.

These suggestions for branch banking are made not with the intention pri-
marily to deal with the question of the decline in the number of national banks
through defection from the national to the State systems, but rather as a remedy
for what appears to be a serious and fundamental weakness in our systems of
banking both national and State. Such a grant of power to the national banks
would, however, give them such an outstanding operating advantage that it
would seem reasonable to expect that the exodus of banks from the national
system would practically cease and that many now under State supervision would
return to the national charter which they have forsaken..

Any such legislation, based not upon the theory of equalizing the national with
the State bank charter powers but giving a real advantage to the national charter,
would be fully justified under existing conditions which seriously jeopardize the
maintenance of the national banking system. The State legislatures have for
years given to the State banks operating advantages which .the national banks
did not possess and it is in this situation that we find the motive for the abandon-
ment of national charters. There is appended hereto a list of 127 large national
banks which have within the past 10 years given up their national charters for the
purpose of operating under State charters.

Name and location of bank State Capital Resources

Year ended Oct. 31, IRO

Third National Bank of Atlanta Georgia $1, 000, 000 $27, 053, 000
Merchants National Bank of the City of New York New York 3, 000, 000 49,942, 000
Security National Bank of Los Angeles California 600, 000 8, 358, 000
Farmers National Bank of Fresno  do 300,000 6, 985,000
Mercantile National Bank of San Francisco  do 2, 000, 000 20, 224,000

Year ended Oct. 31, 195'!

National Reserve Bank of Kansas City Missouri 1, 000, 000 11,534,000
Midwest National Bank de Trust Co. of Kansas City do 1, 000, 000 12,542,000
Lincoln National Bank of Rochester New York 1, 000, 000 22,272,000
First National Bank of Cleveland Ohio 2, 500,000 101,524,000
Union National Bank of Newark New Jersey 1, 500, 000 31,372,000
Union Commerce National Bank of Cleveland Ohio 4, 000, 000 78,323,000
Canal-Commercial National Bank of New Orleans Louisiana 500,000 11,863,000
National Bank of Commerce of Toledo Ohio 1, 000, 000 is,781, 000
Central National Bank of St. Louis Missouri 1, 000, 000 27,629,000
National Commercial Bank of Cleveland Ohio 1, 500, 000 14,765, 000
Liberty National Bank of New York New York 5, 000, 000 121,642, 000
National Bank of Commerce of Kansas City Missouri 4, 000. 000 68,613,000
Union National Bank of Pasadena California 375, 000 5,404, 000
Ridgewood National Bank, Ridgewood New York 300,000 9,224,000
National Bank & Trust Co. of Pasadena California 300,000 5,490.000
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Name and location of bank State Capital Resources

Year ended Oct. 31, 1922

First National Bank of Fresno California $500,000 $9, 771, 000
First National Bank of Berkeley  do 300,000 6, 717, 000
First National Bank of Bakersfield  do 400,000 7, 127, 000
Atlantic National Bank of the City of New York New York 1, 000, 000 21, 776, 000
Bank of New York National Banking Association  do 2, 000, 000 76, 135, 000
National State & City Bank of Richmond Virginia 1, 000, 000 15, 854, 000

Year ended Oct. SI, 1923

Merchants National Bank of San Diego California 250,000 5, 108, 000
Lowry National Bank of Atlanta Georgia 1, 000, 000 21, 350, 000
Irving National Bank, New York New York 12, 500, 000 297, 935, 000
Hank of North America, Philadelphia Pennsylvania 2,000, 000 31, 490, 000
Merchants National Bank of San Francisco California 1, 500, 000 15, 052, 000
First-Second National Bank of Akron Ohio 1,500, 000 22, 003, 000
Importers and Traders National Bank of New York New York 1, 5oo, 000 43, 550, 000
Merchants National Bank of Raleigh North Carolina.. _ 300, 000 5, 576, 000
Lucerne County National Bank of Wilkes-Barre Pennsylvania 400, 000 5, 018, 000
Battery Park National Bank of New York New York 1, 500, 000 12, 952, 000
American National Bank of San Francisco California 2, 000, 000 25, 623, 000
Ninth National Bank of Philadelphia Pennsylvania 500,000 14, 527, 000

Year ended Oct. 31, 1924

Fourth National Bank of Cincinnati Ohio 500,000 12, 418, 000
Wells Fargo National Bank of San Francisco California 6, 000, 000 93, 806,000
National Exchange Bank of Baltimore Maryland 1, 500, 000 17, 532, 000
Lafayette National Bank of Buffalo New York 1, 000, 000 9, 128, 000
Continental National Bank dz Trust Co. of Kansas City -- Missouri 500,000 8, 499, 000
Northern National Bank of Toledo Ohio 1, 000, 000 15, 692, 000
Lang Beach National Bank, Long Beach California 200,000 7, 112, 000
Second National Bank of Toledo Ohio I, 000, 000 16,477, 000
Corn Exchange National Bank of Chicago Illinobi 5,000, 000 132, 302,000

Year ended Oct. 31, 1925

First National Bank of Oakland California I, 000, 000 11, 953, 000
Fifth National Bank of the City of New York New York 1, 200, 000 25, 302,000
Gotham National Bank of New York  do 1,500, 000 19, 371, 900
National Union Bank of Boston Massachusetts.. _ 1, 000, 000 17, 129,000

Year ended Oct. 31, 1926

Manufacturers & Traders National Bank of Buffalo New York 2, 000, 000 61, 935, 000
Coal & Iron National Bank of the City of New York  do 1, 500, 000 25, 778, 000
First National Bank of Hammond Indiana 250,000 5, 433, 000
Planters National Bank of Richmond Virginia 1, 000, 000 17, 547, 000
Norwood National think of Greenville South Carolina__ 250, 000 7, 085, 00,0
National Exchange Bank of Providence Rhode Island 1, 250, 000 N), 871, 000
First National Bank of Jamaica New York 200, 000 9, 862, 000
City National Bank of Plainfield New Jersey 150,000 7, 198, 000
State National Bank of North Tonawanda New York 600,000 8, 007, 000
Fheonix National Bank of Hartford Connecticut 1, 000, 000 17, 714, 000
National Exchange Bank of Lockport New York 300,000 6,655, 000
Second National Bank of Hoboken New Jersey 700, 000 6, 653, 000
First National Bank & Trust Co. of Utica New York 1, 250, 000 19, 821, 000
National American Bank of New York  do 1, 000, 000 12, 576, 000
National Butchers & Drovers Bank of the City of New  do 2,000, 000 14, 447, 000
York.

Year ended Oct, 31, 1927

American Exchange-Pacific National Bank of New York... New York 7, 500, 000 264, 212, 000
First National Bank of Albany  do 600,000 15, 154, 000
West Branch National Bank of Williamsport Pennsylvania 600,000 9, 657, 000
Citizens National Bank & Trust Co. of Cincinnati Ohio 2, 000, 000 20, 330, 000
Fifth-third National Bank of Cincinnati do 3, 000. 000 53, 527, 000
Merchants di Manufacturers National Bank of Newark_ _ _ New Jersey 1, 350, 000 20, 458, 000
Commercial National Trust & Savings Bank of Los Angeles. California 2, 000, 000 25, 116, 000
Griswold National Bank of Detroit Michigan 2, 000, 000 22,733, 000
American National Dank of Newark New Jersey 500,000 17, 662, 000
Franklin National Bank in New York New York 800,000 7, 263, 000

Year ended October 31, 1928

Union National Bank of Philadelphia_  Pennsylvania 1, 000, 000 23, 044, 000City National Bank of Holyoke Massachusetts._ __ 900,000 5,893, 000National Bank of Commerce in Chicago Illinois 800,000 7, 717, 000
National Bank of Commerce in Philadelphia Pennsylvania 500,000 10, 732, 000

National Bank of New York New York 1, 500, 000 19, 216, 000_Hamilton
Bronx National Bank of the City of New York  do 300,000 9, 986,000First National Bank of Bangor Maine 400,000 8, 308, 000Liberty National Bank of Covington Kentucky 350,000 5,676, 000
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Name and location of bank

Year ended October 31, 1928-Continued

First National Bank in Columbus
Massasoit-Pocasset National Bank of Fall River 
United Capitol National Bank & Trust Co. of New York_ _
Flushing National Bank, Flushing 
National Bank of Rochester 
Broad Street National Bank of Philadelphia 
National Bank of North Philadelphia 
National City Bank of Los Angeles 

State

Ohio 
Massachusetts__ _ _
New York 
 do 
 do 
Pennsylvania 
 do 
California 

Year ended Oct. 31, 1929

First National Bank of Brooklyn  New York 
Seventh National Bank of New York do 
American National Bank of Richmond  Virginia 
Merchants National Trust & Savings Bank of Los Angeles_ California 
Northern National Bank of Philadelphia I Pennsylvania 

Maryland 
Texas 
California 
New York 
California 
New Jersey 
Michigan 
New York 
 do 
 do 
 do 
Maine 
Kentucky 
Michigan 
New York 

do 

National Union Bank of Maryland at Baltimore 
Mercantile National Bank in Dallas 
First National Bank of Long Beach 
National Bank of Commerce in New York 
First National Trust & Savings Bank of Whittier 
Bloomfield National Bank, Bloomfield 
Old National Bank of Grand Rapids 
Nanover National Bank of the City of New York 
Third National Bank of Syracuse 
Liberty National Bank & Trust Co. of Syracuse 
Chemical National Bank of New York 
Chapman National Bank of Portland 
Louisville National Bank & Trust Co., Louisville 
Merchants National Bank of Detroit 
Arcadia National Bank & Trust Co. of Newark 
Seaboard National Bank of the City of New York 
Merchants-Laclede National Bank of St. Louis 
State National Bank of St. Louis 
Tenth National Bank of Philadelphia 
Community National Bank of Buffalo 
Fordham National Bank in New York 
Thamet National Bank, Norwich 
Norwood National Bank 
City National Bank of San Antonio 
National City Bank of Akron 
National Bank of Niagara & Trust Co., Niagara Falls 
Citizens National Bank of Raleigh 
Murchison National Bank of Wilmington 
American National Bank & Trust Co. of Greensboro 
City National Bank Si Trust Co. of Bridgeport 

Missouri 
 do 
Pennsylvania 
New York 
 do 
Connecticut 
Ohio 
Texas 
Ohio 
New York 
North Carolina_  
 do 
 do 
Connecticut 

Recapitulation by years

Capital

$503, 000
650,000

5, 000, 000
000,050

1, 200, 000
503,000
700, 000

1, 000, 000

1, 000, 000
1, 500, 000
2, 000, 000
4, 000, 000
400,000

11, i'200010:1,, 000000"

25, 000, 000
250,000
300,000
800,000

10, 000, 000
300,000
400,000

6'1470,"000
750,000

2, 099, 000

11, l'0002°13, 000°°0
1, 700, 000
2, 009, 00o
1, 000, 000
1, 090, 000

1,12%107"000000

1, 000, 000

1,1201, 0011 
750,000

11: ,i0001)00: 000000

1, 000. 000

Resources

$14, 071, 000
8, 752, 000
03, 144, 000
5, 070, 000
22, 558,000
12, 293, 000
6, 872. 000
10, 898, 000

23, 025, 000
14, 524,000
21, 774, 000

184, 645,000
10, 256, 000
11,052, 000
13, 950, 000
6, 916, 000

884, 456, 000
5, 639, 000
7, 457, 000
16, 866, 000

209, 026, 000
5, 508, 000
5, 002, 000

233, 708, 000
9, 750, 000
14, 679, 000
26, 780, 000
5, 666, 000

286;954, 000
23, 751, 000
21, 687, 000
10,746, 000
23, 596, 000
0,616,000
5, 218, 000
5, 157, 000
14, 040, 000
15, 461, 000
13, 492, 000
8, 679, 000
12, 285, 000
11,297, 000
18, 351, 000

Number Capital Resources Number Capital Resources

1920 
1921 
1922 
1923 
1924 
1925 

5
15
6
12
9
4

$6,000,000
24, 075, 000
5, 200,000
24, 950, 000
16, 700,000
4, 700, 000

$112, 562, 000
538, 978, 000
137, 380, 000
500, 794, 000
310, 956, 000
73. 755, 000

1926
1927
1928
1929

Total._

15
10
16
35

$13,450,000
20, 200,000
15, 100,000
82,850,000

$241,582,000
456, 112,000
222, 230,000

1, 966, 789, 000

127 215,075,000 4,561, 148,000

, Many smaller national banks during this period also relinquished their charters
to go into the State system, but the foregoing list includes only banks of the metro-
politan class.

Following the approval of the McFadden Act (act of February 25, 1927) several
large State banks were converted into national banks, but this gain has been far
more than offset by the recent great loss of national charters. Boards of directors
of banks and their stockholders, in giving consideration to the question of whether
the corporation should operate under the national or the State charter, are not
moved by questions of sentiment or patriotism. The fact that a national bank
is an instrumentality of the Federal Government designed to fulfill certain public
purposes does not seem to be considered an operating advantage to the bank.
The corporation must in the nature of the case be moved almost solely by con-
sideration of the most profitable use of the capital invested in the enterprise. In
other words, the question of the choice of charter presents to the corporation a
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business proposition. In the history of banking in the United States since 1863
banking corporations have switched from State to national and from national to
State charters as the business advantages lay with the one or the other. From
the standpoint, therefore, of the operating banker the grant of the wider branch
banking powers to national banks would be considered by him as an invitation to
enlarge the sphere of his business operations to the greater advantage of his stock-
holders.
The Government of the United States, as distinguished from the national

banking corporation, would be concerned primarily with the question of strength-
ening the national banks as Federal instrumentalities and with the establishment
of a sound system of banking throughout the United States. Under the existing
trend with the operating advantage in favor of the State banks the development
is in the direction of 48 separate and distinct systems of commercial banking each
under the supervision, control, and direction of a separate State government with
a corresponding disappearance of the national banks from the field.

It has been said that this situation does not present ally cause for concern for
the reason that,the Federal reserve system which embraces State banks in its
membership has made the national banking system unnecessary. The Federal
reserve act, however, did not set up a system of banks in the United States. It
did set up a system of coordination of bank reserves and a flexible currency,
Which operate advantageously for all banks. The approach to equalization be-
tween the State and national banks afforded by the Federal reserve system does
not involve a rearrangement of charter powers but an extension of the privileges
and the benefits of the Federal system to State chartered banks. If therefore, in
addition to these privileges which they derive from the Federal Government, they
Secure from their respective legislatures charter powers giving them certain operat-
ing advantages over national banks, the Federal reserve system thus becomes in-
directly the means of forcing national banks toltake out State charters.
The announced legislative policy of the so-called McFadden Bank Act of

February 25, 1927, was parity between the national and State systems. The
Purpose of the bill was to make the charter powers of national banks approxi-
mately equal in operating advantage to those of the State banks. Nearly three
Years of operation under that act has demonstrated that it has failed of its pur-
pose in this respect.
The theory of parity between the two systems of banks is, in my opinion,

economically unsound. Commerce is interstate and is recognized by the Con-
stitution of the United States as being fundamentally a national question. One
of the primary purposes of the national bank act of 1863 was to establish a
sound and uniform system of commercial banking throughout the country in
order that commercial transactions growing out of the production, the manu-
facture, and the transportation of goods and commodities from one section of
the country to the other might not be hampered by local banking legislation but
Should have access to a system of banks operating under Federal authority and

pervision under a single set of rules and regulations and statutory enactments
in order that the free flow of commerce should not be embarrassed by a multi-
plicity of restrictions having their origin in local political conditions.
The proposal for the extension of branch banking which is here made would

have the direct effect of establishing a strong system of banks in the rural districts
and indirectly it would lead to the gradual restoration of the national banks as
the primary system of commercial banking in the country.

While it would seem to be to the interest of the local bank holding companies
to convert their groups of banks into branches after the enactment of legislation
as above outlined, there might possibly still remain in operation some of these
local companies and some of a wider regional operation. In view of the fact
that such companies are outside of all jurisdiction of the Federal Government
and that they would be in a position to dictate the policies and operations of
such national banks as they controlled through stock ownership, I further recom-
mend to the Congress an amendment to the national banking laws which will
bring the operations of such bank holding companies under some degree of
Federal supervision where they own the majority of the stock of more than one
national bank and a further amendment to safeguard the additional shareholders'
liability which each such bank holding company incurs through the ownership
of the shares of national-bank stock.

The CHAIRMAN. I understand that my recent annual report to
Congress will be placed in the record and. I shall attempt to refrain
from repeating the data given therein. In that report attention was
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drawn to a condition in our system of bank organization which appears
to require legislation to protect the interest of the public. It should,
however, be said at the outset that there seems to be no need for
emergency legislation but rather for an attempt to reach a normal and
fundamental solution.
I will submit for the information of the committee copies of three

formal addresses which were made by me last year, namely, the
Demand for Professional Bank Management, delivered before the
Ohio Bankers' Association, Columbus, Ohio, February 12, 1929;
Banking and the New Finance Era, before the Maryland Bankers'
Association, Atlantic City, May 23, 1929; and The Need of a New
Banking Policy, delivered before the convention of the American
Bankers' Association, San Francisco, October 21 1929. These are
marked "Exhibit A," "Exhibit B," and "Exhibit C," respectively.
I shall not attempt to elaborate further the facts which I have given

relative to bank failures except to bring some of the figures down to
date. In several parts of the country more than one-half of all of
the banks in existence in 1920 have closed their doors and many of
those which are left have little likelihood of success under present
conditions. If such a condition of affairs were localized, that is to
say, were confined to one particular section or subject to the conditions
of one particular industry, general conclusions would no doubt be
unjustified, but such is not the case. During the last 10 years and
continuing at the present time bank failures have been a blight in the
Mississippi Valley, the South, the Southwest, and Northwest. There
are agricultural counties in which every bank has failed. In many
cases it has been necessary to assess shareholders in order to keep
banks alive and it has often happened that a failure occurred after
as many as three such assessments had been paid in vain. The
hardship which these failures have imposed upon depositors and upon
those who invest their money in country bank stocks, over such a
wide geographical area, is an indication that there is something
seriously wrong with the system of banking in the rural districts.
Surely a great country like ours should not permit the continuation
of this suffering on the part of that element of the population least
able to bear it if it lies within the power of the National Government
to provide a remedy.
The views which I bring before this committee are not primarily

the result of recent research and the collection of information. I was
myself a country banker. Later, as a national-bank examiner and as
chief national-bank examiner, it became my duty to examine the affairs
of hundreds of country national banks. For more than 20 years I
have been in daily and intimate contact with the operations of our
banking system. No one knows any better than I do that there are
still strong and profitable country banks, and if I had any prejudices
they would naturally be in favor of the system of unit banking to the
sustenance of which I have been devoted for so many years. It is
with great reluctance that I have slowly come to the conclusion that
our small independent unit country banks are no longer fulfilling the
purposes of their creation and that there is need for a better, sounder,
and stronger system.
In order to avoid the impression that I am interested only in the

national banks in this discussion, may I take this occasion to emphasize
the fact that the statements I have made with reference to bank fail-

1
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ur. es. apply with equal if not greater force to State banks? The con-
ditions which rural banking faces in the United States are the same
for both national and State banks, and, as between the two, the
statistics will show that the national banks have shown the stronger
resistance in the ratio of approximately 3 to 1 during the last nine
years. I am confident that your committee will have before it in
the course of these hearings ample information which will lead to
the conclusion that notwithstanding the fact that it is still possible
for many country banks to operate successfully, the system under
which rural banking as a whole is carried on does not provide a
sufficient safeguard either to the depositors or to the shareholders
nor does it offer a type of banking service adequate for modern
conditions.
Many of the strong and well-managed country banks have found

it necessary at times to discontinue making loans and to build up
and carry large cash reserves for long periods of time. Due to the
fear of "lack of confidence" and in their efforts to be prepared to
withstand sudden withdrawals, some of these banks have restricted
their operations to such an extent that they are of little benefit to
the community in which they are located, and in some communities
have practically ceased to function. Such banks are necessarily
experiencing difficulty in earning a sufficient amount to cover
operating expenses.
We are faced with a banking situation which applies almost entirely

to the rural districts, although it should be borne in mind that there
are also a considerable number of small banks in the larger cities,
particularly in the outlying districts. There were on June 30, 1929,
in the United States, 24,912 incorporated banks. Of this number
20,008 were situated in cities of 10,000 population or less. In other
words, more than four-fifths of all the banks in the United States are
situated in small towns. The average capital of these banks is about
$44,000 and their aggregate capital about $881,000,000. They
are all small banks.
I shall submit in this connection, marked "Exhibit D," a statistical

table by States showing the distribution of banks in cities of 10,000
population or less as of June 30, 1929.
It is among these small banks that most of the failures have

occurred. Figures have not been compiled for the entire decade
but for the eight-year period, ending with 1927, 71 per cent of the
banks that failed, national and State, were capitalized below $50,000
each and 88 per cent under $100,000. By far the largest number of
failures occurred among banks having $25,000. capital or less, these
constituting 63 per cent of the failures. The number of failures for
this period was 4,513. These figures are embodied in a chart which
I shall submit, marked "Exhibit E."
As to the places in which these failures occurred, 2,039—that is to

say, a little over 40 per cent—were situated in towns and villages of
population less than 500 persons; an additional 1,006, or 20 per cent,
failed in towns having between 500 and 1,000 population; an addi-
tional 964 banks, or about 20 per cent, failed in towns of from 1,000 to
2,500 population; an additional 584 failures occurred in towns from
2,500 to 10,000 population. In other words, about 92 per cent of the
failures were in places having less than 10,000 population. Reference
is again made to the fact that there are also a number of banks of
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small capital in cities above 10,000 population, failures among which
go largely to make up the remaining 8 per cent of the total failures.
I feel quite certain that the figures for 1928 and 1929 will upon

analysis disclose a situation equally as unfavorable as that of the
previous eight years.
I lave a charter, "Exhibit F," showing these figures.
During the last decade there were no failures in that class of banks

known as metropolitan banks having a capital of more than $2,000,000.
There were three failures of State banks and one national bank in
the million-dollar-capital class, namely, the Trement Trust Co., Bos-
ton, Mass., capital $1,309,000, deposits $15,472,000, which suspended
in 1921; the Citizens Bank & Trust Co., Tampa, Fla., capital
$1,000,000, deposits $13,737,000, which suspended in 1929; the City
Trust Co., New York, N. Y., capital $1,225,000, deposits $7,482,000,
which suspended in 1929; and the Exchange National Bank, Spokane,
Wash., capital $1,000,000 and deposits $11,717,000, which failed
in 1928.
In this connection I desire to state that I am using the term

"failure" as synonymous with the term "suspension," although these
two terms are not always so used. The statistics of the Federal
Reserve Board for bank failures are based upon suspensions; that is
to say, a bank suspends when it is unable or unwilling longer to keep
open its doors for carrying on the business of banking. It some-
times happens that such a suspension is .followed by a reorganization
of the bank or a. rejuvenation of its capital structure with the result
that the bank is able to resume business. however, in many such
cases both the shareholders and the depositors are. called upon to
make voluntary sacrifices in order to. avoid a receivership with a
resulting burden of loss as great as in some other cases where a
receiver is appointed. On the other hand, the office of the Comp-
troller of the Currency many years ago adopted the practice of listing
as a failed bank only those for which receivers have been appointed
and leaving out those which have been restored to operations after
suspension.
For the purpose of this discussion the Federal reserve figures present

a more accurate description of the situation.. The two systems of
statistics, however, cause certain variations in figures compiled by
the Federal Reserve Board and by the Comptroller of the Currency,
respectively.

Attention is particularly directed to the circumstances that the
failures of country banks is not embraced in a period of time which
has been closed and upon which we may look only in retrospect. This
error has been made by many writers in making reference to the 5,000
bank failures as though the failures arose out of some past condition,
the chief significance of which is to furnish an argument for or against
a system of banking. . It is true that this period had a somewhat
definite beginning which appears to be coterminus with the war
period and is no doubt related to many of the changes in our social
and economic life caused directly or indirectly by the war. Unfor-
tunately, the period in which these failures have occurred and are
occurring has not been brought to a close. In the year 1929 there
were 640 bank failures in the United States causing the tying up of
about $234,000,000 of deposits, the greatest of any year in the decade
except 1926. During the first seven weeks of 1930, there have been

-.11•101.-
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155 additional failures. In other words more than 10 years after the
War we are still in the midst of a continuation of a condition which is
causing small banks to fail. The 9-year period ending with Decem-
ber 31, 1929, witnessed 5,640 bank failures with aggregate deposits of
$1,721,000,000—scattered very largely throughout those small cities
of less than 10,000 population to which reference has been made.
Of this number 4,877 were State banks and 763 were National banks.
)[ have not the figures for the actual and .final losses to the depositors
in these banks. Many of them are still in process of liquidation.
I shall submit as a part of my statement a table compiled by the

Federal Reserve Board, January 28, 1930, marked "Exhibit G," which
gives the bank suspensions by Federal reserve districts, 1921-1929,
showing the number of banks, by districts, each year and the deposits
of each.
There has been prepared for the use of the committee a chart

showing the operating profit and loss of all national banks in the
United States, by States, for the year 1927, and there are in course
of preparation other charts which will be submitted within a few
days, giving the operating profit and loss of all national banks for
the year 1928. I have made a study of these preliminary figures and
they will undoubetdly emphasize the operating difficulites confronting
the small banks.

, Your committee knows that a supervisory bank official is always
reluctant to close a bank. He would naturally like to see no bank
failures. The Comptroller of the Currency goes to the utmost
lengths within his power and responsibility—having regard first for
the depositors of the bank—to prevent a national bank from failing,
and the State bank supervisors naturally have the same attitude
toward State banks. Were this not the case and did the Comptroller
of the Currency simply as a matter of machine routine permit national
banks in bad condition to drift into insolvency, and did the State
supervisors take the same attitude, there would, or course, be a
great many more failures added to those already recorded than we
have seen.
In considering the great flood of statistical information which

must be studied in order to discover the causes and effects of bank
failures there is the danger of losing sight .of the human and social
aspect of the situation. Every .bank failure presents a distinct
phenomenon to the local community.. It is a local dramatic event.
Whereas the supervising official may m many cases not be surprised
that the bank has failed and the executive officers of the bank and
Perhaps the local board of directors have been struggling for months
or years to keep the bank open, the actual failure comes as a com-
plete surprise and a shock to the depositors and in most cases to
those shareholders who are not officers or directors of the bank.
There is no more distressing sight than a group of citizens, men

and women, clamoring before the closed doors of a bank bewailing
the loss of their savings. These losses fall upon the best and most
substantial citizens in the community and many of them never
recover their previous financial.condition. Multiply this local event
by nearly 6,000 and scatter it throughout the great agricultural
States of the Union and the magnitude of its effect reaches astound-
ing proportions.

100136-30-rr 1-2
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It is estimated that 7,264,957 depositors have contributed to the
great total of more than $1,700,000,000 of deposits in failed banks
during the past nine years and that no less than 114,000 shareholders
have suffered losses through these suspensions.
A similar adverse effect is had upon the borrowers of a bank which

fails. When a receiver is appointed his duty is to wind up the
affairs of the bank and to enforce liquidation. Many of the borrowers
may have been doing business with the bank for years and may
have been upon intimate terms with the officers of the bank. This
is especially true of the so-called character loans where the bank
takes an interest in a person who has good character and good
prospects but weak in collateral and who is accommodated each year
or from time to time covering a considerable period. The character
and reputation of such person may be unknown to other banks;
therefore, the credit standing of this class of borrower for the time
being is destroyed. The receiver must demand payment and if
payment is not made he must institute suit and prosecute the case
to judgment in order to gain as much as he can for the depositors.
Notwithstanding every means is employed to soften the blow which
the community has sustained, this enforced liquidation in country-
banks works a bitter hardship upon the borrowers—the very type of
borrowers which it has been claimed the unit system of banking is
particularly designed to protect. Failed banks in the United States
have caused within the last nine years the enforced liquidation of
approximately two billions dollars of loans—chiefly small loans.
Many causes have been assigned for these bank failures; in one

section droughts, in another insect pests, in another failure of the
cattle market, in another a drop in the price of wheat, and so on.
A great many failures have been attributed to mismanagement,
incompetent management, or criminal management; some banks
have been closed on account of single cases of defalcation and
robbery; another cause assigned is that too many rural bank charters
have been granted.

While these various factors may have been the immediate occasion
for the closing of these banks they do not indicate the basic cause.
If one observes the same type of small country bank, situated in
various sections of the country, unable to keep open its doors one
naturally would seek the reason for the general condition. Can not
the basic cause be found in the great economic and social changes
which have come over this country within the past 15 years—the
war period and the postwar period? We have witnessed a revolution
in the method of transportation and communication in the rural dis-
tricts. Local communities which were at one time economically and
socially independent have been put upon arterial highways which
have drawn them close to the larger cities. It is now impossible for
the country bank to gain that diversification in the banking business
which was possible a few decades ago. The business of the small city
is becoming more and more an adjunct of the business of the larger
commercial centers. Opportunities for independent local financing
are becoming fewer and fewer. The commercial business and the
trust business are going to the large city bank. The country bank is
left largely with real estate and small local loans.

If therefore these fundamental conditions have caused the business
of the small bank to shrink to the point where it becomes unprofitable

_.■
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for the bank to operate we are met with a basic condition which can
not be cuied by palliatives. Several remedies have been proposed
to meet these conditions, the principal of which I shall here discuss.
The remedy most frequently suggested as a protection to the

depositor is some form of guarantee of bank deposits. This guarantee
may take the form of compulsory insurance for the payment of de-
posits or compulsory contribution on the part of all banks to pay
deposit losses in failed banks or a direct governmental guarantee
under which the taxing power of the State would be used to pay losses
to depositors in failed banks. Several of the States in the Union have
enacted guarantee of deposit laws but in every case the operation of
the law has proven unsuccessful.
A system of banking with a deposit guarantee superimposed upon

the local bank by governmental authority under which some other
instrumentality than the bank itself undertakes to insure the safety
of deposits, will not prevent the local bank from failing if it can not
maintain a successful operation as a business enterprise. If local
economic conditions are unfavorable to such a bank and if the loans
are not properly made or become frozen after they are made with
reasonable care, the bank will have to close its doors. No system of
guarantee of deposits under such conditions will serve to keep the
bank open. In other words, whereas a system of guarantee of bank
deposits might theoretically give the depositor a 100 per cent protec-
tion against loss in case of the failure of the bank such a system can not
be said to be a remedy for the failure itself.
In the case where the burden of the system of guarantee of bank

deposits has been carried by the banks themselves, the result has been
that the strong and successfully operated banks have been compelled
to assume liability for deposits in weak and unsuccessfully operated
banks—a responsibility which the stronger banks were compelled to
assume without any power to protect themselves.

It has, I believe, been suggested that the Federal Government, in
so far as national banks are concerned, undertake to set up some
system of deposit guaranty, in order to protect the depositors from
the unsuccessful bank administration, either through a governmental
subsidy or through a guaranty to be met by the Federal reserve banks.
While I have not seen a formulation of such a plan it would appear
that any such guaranty would be subject to similar objections to
those heretofore adopted by the States. Laws involving 

i 
the guar-

anty of deposits of State banks have been in operation n Kansas,
Mississippi, Nebraska, North Dakota, Oklahoma, South Dakota,
Texas, and Washington, but, with the exception of Nebraska, I
understand, such laws have been repealed.
A member of this committee has introduced a bill providing for

compulsory insurance for the .shareholders' liability in national banks.
This is a different question from the guaranty of deposits and I
take it that this measure is designed to meet only one particular
weakness in our banking system, namely, the frequent inability of the
shareholder to meet the financial liability to the creditors of the bank
imposed upon him by law to the extent of 100 per cent of the par
value of his stock. I shall not attempt here to enter into a discussion
of this measure but I wish to make some general observations on the
question of shareholders' liability.
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The provisions of the national bank act fixing the individual lia-
bility of shareholders were enacted in 1864 as a part of the original
act. It fixed the individual liability in an amount equal to the par
value of the shares held. In other words, the amount of the liability
has no relationship to the question of book value or of market value
of the shares. This individual liability therefore is not equivalent
to the value of the investment of the shareholder in the stock but
simply to the original amount paid in by him.

This additional individual liability was designed as a protection
to the creditors of the bank but not as a full protection. For example,
where the deposit liability of the bank is in proportion to capital of
10 to 1 it will be readily seen that the additional liability was not
designed as a guaranty of the payment of bank deposits. The bank
with $100,000 paid-in capital and $1,000,000 of deposit liabilities
would carry an additional individual liability upon its shareholders
of only $100,000. To take an extreme case, if all of the capital and
all of the deposits were wiped out by losses, the individual liability
if realized in full would net the depositors only 10 cents to the dollar.
It may have been the presumption of the original framers of the

national bank act that all the shareholders of the national banks
would be persons of substance fully competent to discharge this
individual liability. Otherwise it would seem that the act would
have provided some safeguards to preserve and maintain it. Appar-
ently it was not foreseen that the shares of national banks would
find their way into the hands of persons who were financially irrespon-
sible. Neither was it foreseen that bank stocks of the large city
national banks would be actively traded in on the securities markets
by investors who had no personal relationship to the bank and little
or no thought of their individual liability when they purchased the
shares.
As a practical matter the question of enforcement by the Comp-

troller of the Currency of this individual liability has been confined
during the past 65 years almost entirely against the shareholders in
small country banks. Most of the shareholders resided in the rural
communities and were small business men or farmers. In winding
up the affairs of 815 national banks the records of the comptroller's
office show that an average of 48.29 per cent .has been collected
from shareholders under their individual liability: These figures
do not include numerous cases of assessments against shareholders
to restore the impaired capital of going national banks.
I may take this occasion to say that the enforcement of the indi-

vidual liability against national bank shareholders is one of the most
disagreeable duties which the Comptroller of the Currency is called
upon to perform. These shareholders invest in local bank stocks
upon the assumption that it will be a profitable enterprise. Some
of them even feel that the Government of the Umted States is respon-
sible for the operations of national banks. Many of them have no
appreciation of the responsiblities which they incur under the indi-
vidual liability clause. When therefore they have lost their original
investment and they are called upon to pay in an amount equal to
the par value of their stock a great hardship is incurred. In numbers
of cases farms have been sold or mortgaged and whole families driven
into bankruptcy through the enforcement of the individual liability.
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It would seem therefore that the individual liability of the share-
holders of national banks has been an inadequate protection to the
depositors and where enforcement has been attempted, a great
hardship upon the shareholders. Under a system of national banking
created and supervised by the Government of the United States
should not both the shareholder and the depositor enjoy a greater
security?

Several students of the banking situation, recognizing the diffi-
culties under which the small country bank now operates, have
suggested as a remedy for the failure of these banks and the improve-
ment of rural banking conditions a Federal statute requiring a mini-
mum capitalization of $100,000 for national banks and a similar pro-
vision by the various States. The theory of this proposal is that
such a provision will automatically decrease the number of country
banks and will compel the formation of stronger banking institutions.
Under this plan if the conventional ratio of 10 to 1 is maintained,
there would be no banks in the United States with deposits of less
than $1,000,000. This proposal is open to several serious objections.
Such a plan to be successful would require complete legislative

cooperation on the part of the State governments as the minimum
capitalization of national banks has always been higher than that
required as a rule by the State laws. The present minimum capitali-
zation of $25,000 for national banks as now required is too high for
State banks in many States. In other words, the present capital
requirements for national banks has not had the effect of causing
State legislatures to require the State banks to adopt a similar
standard. On the contrary, Congress, by the act of March 14, 1900,
reduced the minimum capital for national banks from $50,000 to
$25,000, thus lowering the standard toward that of the, States.
One of the most natural effects of such an increase to a $100,000

minimum for national banks would be to cause hundreds of national
banks to take out State charters and thus remain in operation. The
operating conditions of the banks in the rural districts are the same
for both national and State banks and any comprehensive remedy
looking to an improvement of the rural banking situation must em-
brace directly or indirectly both State and national banks.
There is another feature of this proposal which must be considered.

A banking institution from the standpoint of the investing share-
holder furnishes a vehicle for the employment of capital. Such a
shareholder is not required to make his investment with patriotic
motives or with a desire to confer a benefit upon the community.
His motives are the same as those who employ capital in other busi-
ness enterprises. In other words, he invests his money in bank stock
with the expectation of a reasonable return in dividends. From the
standpoint of the Government, however, a bank possesses certain
public responsibilities which the Governments, State and national,
have attempted to establish and protect by statutory enactment.
If in pursuance of this aim the Government requires a minimum
capitalization too high for profitable employment in a given local
community no bank would be operative there.
There are thousands of communities in the United States where

banks are now operating which would be deprived of all local banking
services if the minimum capital for country banks were placed at
$100,000. This would mean that these local communities would be
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• put to the inconvenience of going considerable .distances, especially
in the less densely populated agricultural States. Such as situation
would naturally result in hoarding of funds and this would be a back-
ward step in the development of the country. Banking develops
business in a community and every community should have conven-
ient access to banking services. In our desire to create a sound system
of rural banking we must guard against the establishment of safety
at the expense of the convenience of hundreds of thousands of citizens
who ought to have immediate access to banking facilities.
In this connection permit me to survey the distribution of banking

capital in the United States. Taking the figures as of June 30, 1929,
there were in the United States 5,468 incorporated banks with
capital of less than $25,000. There were an additional 5,357 banks
of $25,000 capital; 6,031 banks with capital above $25,000 but not
exceeding $50,000; and 1,073 banks with capital above $50,000 and
up to but not including $100,000. In other words, there were on
June 30, 1929, 17,929 banks in the United States capitalized at less
than $100,000 each. The total number of banks was 24,912, which
leaves only 6,983 banks in the United States having a capital of $100,-
000 and above, and nearly half of these have only $100,000 capital.
As has been shown, practically all of these small banks are in cities
and towns having a population of less than 10,000.
The only method by which the minimum capital could be raised

to $100,000 would be to bring about the forced merger or consolida-
tion of about 18,000 country banks, probably reducing their number
to about 6,000. In the absence of branch .banking these new banks
would be in widely separated communities and that community
would be favored in which the bank was actually situated whereas
the other communities would have to suffer the inconvenience of
traveling to and from a distant bank or suffer the deprivation of all
banking services. I will submit, marked "Exhibit H," a table
showing the distribution of banking capital of all banks in the United
States.
In discussing the question of the reduction in the number of country

banks there should be borne in mind the danger of giving a single
local bank a monopoly upon the banking business of an entire com-
munity. If we accept the theory that no country bank should possess
less than $100,000 paid-in capital we must immediately face the con-
clusion that in order to provide enough business to suppor!, a country
bank of that size it would be necessary in many cases. for it to be the
only bank in the community. Monopoly of bank credit is more easily
attained under our banking system upon a small scale than upon a
large one. In a large city there is more likely to be several banks in
competition, but the condition has already arrived in several of the
small cities where there is only one bank left in the community.
This condition never operates to the best interests of the community
as a whole. Should we, therefore, adopt the expedient of reducing
the number of banks by increasing the minimum to $100,000, the
credit of hundreds of separate communities would be in the control,
respectively, of single independent local banks which would operate
without any local competition.
In connection with proposed remedies for the country bank situa-

tion it may be appropriate here to mention some of the aspects of
the relationship of country banks to large city banks as correspond-



BRANCH, CHAIN, AND GROUP BANKING 19

ents. There have been certain proposals put forward within recent
months which recognize the difficulties which small country banks
face in attempting to operate alone and independently, and which
suggest as a remedy an intensification of the correspondent system.
tinder this suggestion the country bank would through voluntary
cooperation draw closer to the large city banks and receive from them
through conferences and contact of personnel the proper guidance
in the direction of safe and sound banking. The technical banking
experience and approved metropolitan banking methods and serv-
ices would be made available to all the correspondents of a given
metropolitan bank in so far as the country bank could and would
receive them, and the metropolitan bank would, as compensation,
in return gain a greater volume of banking business by virtue of the
acPeleration of the Pontacts with their country correspondents.
There has grown up over a long period of years the preseht system

of bank correspondents in the United States. As a general rule the
country bank is a correspondent of some New York bank, as well
as of other metropolitan banks in the large commercial centers. It
is a business relationship which facilitates the interchange of credit
and, with respect to New York Ci6y, large deposits of country banks
are from time to time carried with the New York banks for tempo-
rary investment. Disregarding, however, the operation of depositing
money on call in New York, the normal relationship between the
country bank and its city correspondent may be reduced to about
four elements: First, the deposit carried with the city bank upon
Which interest is paid to the country bank; second, the opportunity
afforded to the country bank to purchase securities from or upon
the advice of the city bank; third, the privilege given the country
bank of borrowing from the city bank; fourth, the opportunity
afforded the country bank of seeking the direction and guidance of
the city bank in questions of bank policy and bank management.
It is the last of these relationships which it is now proposed should

be developed more concretely to the advantage of the country bank.
In this connection, however, it should be observed that a single coun-
try bank may have city correspondents m several cities. To which
of these correspondents should the country bank attach itself—to
New York City for example or to St. Louis?
It should also be observed that the correspondent relationship

Is purely voluntary and therefore not enforceable as a 13anking policy.
There is no responsibility upon the metropolitan bank for the policies
and operating methods of its country correspondents. Neither is
there any obligation on the country bank to accept the advice of its
City correspondent. On the contrary, experience has shown that
the country banks feel completely independent of their city cor-
respondents, being free at all times to change from one bank to
another. There is more concern upon the part of the city bank to
hold the business of its country correspondents than upon the part
of country banks to embrace the tutelage of the city bank.
The system of correspondent banks has been in full force and effect

throughout the postwar period in which we have witnessed small
bank failures at the rate of more than 500 per year. Each of these
failed banks was a correspondent of a New York metropolitan bank
and of other metropolitan banks. There was no obligation on these
City banks to protect the local depositors of their country corre-
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spondents and no such efforts were expected to be made. The cor-
respondent relationship is strictly a business transaction in which
each party receives some advantage. It can easily be understood
how a constructive intensification of this relationship especially upon
the side of bank policy and bank management might prove of great
benefit to the country banks, but I do not see how the development
of such a relationship would prove any positive protection to country
bank depositors in case the country correspondent became insolvent.
In such a case the burden would have to be borne, as it is borne now,
by the community in which the country bank operates. It would
not be transferred to the broader shoulders of the metropolitan city
correspondent.
The city banks are naturally interested in the policies and manage-

ment of their country correspondents but the amount of interest
taken and the amount of constructive advice given in each case
depends upon the value of the account of the country bank. The
credit accommodation extended by the city bank is based largely on
the credit balance maintained with it by the country bank.
The remedy most frequently suggested for the failure of small

banks is the inauguration of better bank management. The principal
advocates of this remedy are those familiar with or engaged in banking
as it is carried on by the large city banks. Their study of the small
bank situation—especially the small country banks—has shown
certain weaknesses in management, such as lack of a sound and
definite loan policy; the lack of adequate credit information; the
failure to build up an adequate liquid secondary reserve of securities;
a lack of adequate knowledge of the securities market; the failure to
obtain a diversification of loans, that is to say, too great a proportion
of the loans are made upon the same class of security or credit.
No one who has made a comprehensive study of small country

banks can deny that the above conditions exist. Their chief signifi-
cance, however, lies in their comparison with t.,he. operations of the
metropolitan banks. It has never been convincingly pointed out
exactly how these small country- banks could adopt these more
approved methods of banking. Educational campaigns have been
suggested as a means of bringing the situation home to the country
banker. In fact, discussion of improving country bank management
has been going on for the past 10 years with no very gratifying
results.
The truth of the matter is that there has been developed in the

United States, under the same banking laws, two definite types of
banking, namely, that carried on by the small country bank and that
of the large city bank. The independent country bank situated in
small towns and villages and serving a limited area, rural in character,
is necessarily restricted to only a limited type of banking.
On the other hand, the metropolitan city bank has become a most

complex instrumentality of finance. It does everything that the
country bank could do and engages in a multitude of activities
besides. It employs a large personnel and establishes different depart-
ments each under the administration of an expert in that field. The
president of a metropolitan bank is in the position of an executive of
a great business, supervising and directing the operations of its
various departments.
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A mere mention of the departments of such a bank conveys some
idea of the magnitude of its operations and of the great diversification
of its business. There is the commercial department embracing
commercial deposits and commercial loans with ramifications of man-
agement and procedure including the work of the loan committee and
the executive committee; the savings department which embraces the
Operations of a savings bank; the trust department with all of its com-
plicated mechanism for the administration of every type of fiduciary
business and which has in recent years become one of the major activ-
ities of modern city banking; the securities department through
Which eligible securities are bought and sold—a business which has
grown to tremendous proportions since the war the publicity depart-
ment which takes care of advertising and of giving the public news
from time to time with respect to the operations of the bank; the new
business department which centers its attention on the question of new
business for the bank in all of its departments; the foreign department
Which issues litters of credit, foreign exchange and conducts other
foreign business; some banks have a women's department and a
school-savings department.
How can we compare the operations of such a bank, with resources

above $50,000,000, m addition to its administration of many millions
of trust assets, with a country bank of $250,000 of resources in a town
of 1,000 population? To invite the small bank to adopt the efficient
methods of the large city bank would be to ask it to lift itself by its
own boot straps. As a remedy for country-bank failures the estab-
lishment of improved banking methods is theoretically sound but
impossible practically of general realization. The business is too
small in volume, too limited in diversity, and too circumscribed
geographically to create a normal motive for the establishment of
the high type of management possessed by the city banks.
In most of the discussions of branch banking the depositor seems

to have been lost from view. It is said that branch banking will
lead to a restriction upon local loans—that the borrowers will suffer.
To this theory. I do not subscribe. It is unreasonable to suppose
that banks will make substantial investments in branches without
any expectation /of developing the business of the branch. This
can not be done by draining the community of its cash. It can be
done only by rendering to that community a scientifically balanced
banking service including the making of loans as well as the receiving

, of deposits. Doubtless it will be developed during the course of
these hearings that there are many instances where the necessities
of a community have been such that the funds supplied by the
parent bank for loaning purposes have far exceeded those which have
been received in deposits.
Certainly it would be possible for the parent bank to develop a

diversified banking business to protect it against economic depression
in any one locality or in any one industrial activity or business
enterprise. I am, however, more concerned with the depositor,
especially the savings depositor, than with the borrower, and have
therefore approached the question of branch banking as a remedy
from the standpoint of safety to the depositor and to the local share-
holder. It is the importance of this phase of the question which I
desire to bring before your committee for further study.
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There are great commercial centers in the various regions of the
United States. In these commercial centers there have been devel-
oped great metropolitan banks among which there have been no
failures during the period we have under discussion and no depositor
in those banks has suffered a loss. The laboring man and the small
wage earner in these cities is receiving a stronger protection and a
higher and better type of banking service than is possible for the
farmers and small business men who must do business with country.
banks. I have therefore put forward for further investigation and
study by your committee the question of the desirability, of bringing
these country banks into a more direct and closer relationship to
city metropolitan banks than is possible under any voluntary exten-
sion or intensification of the correspondent. relationship. If there is
permitted to grow up, through branch banking strong metrolopitan
banks in commercial centers outside of New York City with the right
to open offices in the rural economically tributary communities, it
would naturally follow that in time these small country banks would
to a very large extent become branches or offices of such city banks.
In this connection I wish to discuss for a moment the question of

the concentration of banking capital in the large cities. Under our
present system of banking there has already occurred a concentration
of banking capital in the commercial centers and more particularly
in New York City. The growth of our cities in population and in
commercial importance has naturally led to the growth of larger and
stronger banks. But as your committee knows, it is not only in bank-
ing that this concentration has taken place, but rather that banking
has followed the concentration of capital and centralization of manage-
ment in other fields.
The modern city itself is in a much closer relationship to the out-

lying territory than was the case a few decades ago when communi-
cation and contact were dependent upon horse or intermittent railroad
transportation. Each one of us here to-day has witnessed the com-
plete obsolescence of the slow and painful travel by horse on country
roads which have been replaced by paved highways radiating in every
direction from our large cities, upon which travel automobiles at high
rates of speed. Communication by telephone is now almost universal,
having largely displaced the slower methods of communication by
mail and messenger. I do not wish to take up the time of the com-
mittee with a sociological discussion of municipal development, but in
considering the question of concentration of banking capital in the •
large cities it is necessary to consider the new relationship which
exists between the city and the rural districts.
There were on June 30, 1929, 76 banks in the United States,

National and State, having each a capitalization above $5,000,000,
and there were an additional 335 banks with capital between one
million and five millions, making a total of 411 banks above the
$1,000,000 capital class. Under a regional system of branch banking
the number of banks in this class would increase through the pooling
of the capital of the smaller banks.
At the present time, as I pointed out in my annual report, 250

banks in the United States hold resources to the aggregate amount of
about $33,400,000,000. This is nearly one-half of all of the banking
resources in the United States. Twenty-four banks, National and
State, in New York City alone are capitalized at an aggregate of
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$677,014,000 and have combined resources of about $10,791,448,000.
This capitalization of the New York banks is almost comparable in
total to that of the 20,008 country banks situated in towns of 10,000
Population or less.
A comparison of the banking situation in 1900 with the present

shows with what rapidity the United States has developed in banking
resources. In that year there were 10,672 incorporated banks of all
Classes. The aggregate capital was about $1,150,000,000 and the
total resources about $12,000,000,000—the latter figure being less
IT more than $4,000,000,000 than the resources of all the banks in
'slew York City to-day. Within the short period of three decades
the banking resources of the United States have increased by 600
per cent. This great development in banking resources is reflected
in two aspects; first, in the increased number of country banks which
remained small, and, second, in the growth in size and diversification
of business of the large city banks. The latter are more prosperous
to-day than ever in the history of the country, whereas the country
banks are in a much less favorable position than they were 30 years
ago. The acceleration of the flow of trade to the large cities has been
one of the chief causes of the development of the modern form of
metropolitan banking.

THE TRADE AREA

In my annual report I suggested that it might be found feasible to
Permit national banks to extend branches into the trade area of the
City in which they may be situated. I realize that while the term
"trade area" itself is susceptible of definition, there may be found
some practical difficulties in mappmg out a given trade area. Theo-
retically of course every city, no matter how small, might be said to
have a trade area but it would prove no solution at all to the rural
hank situation to permit small country banks to establish branches
In such trade areas.
The trade area which I have in mind may be called the metro-

Politan trade area. Such an area would circumstance the geo-
graphical territory which embraces the flow of trade from the rural
communities and small cities to a large commercial center. Branch
banking extended by metropolitan national banks into such a trade
area would natural give to these outlying rural communities and
smaller cities a strong metropolitan banking service.
I am not prepared to attempt to arrive at a legislative formula

Which would automatically delimit all of the trade areas in the
lipited States. It does not seem possible to meet this situation
With such a formula. When the Federal reserve act was before
Congress a similar situation arose with respect to the Federal reserve
districts. In that act Congress did not attempt to define the bound-
apes of the districts but provided that the districts should be appro-
tioned with due regard to the convenience and customary course of
business and that they should not necessarily be coterminus with any
State or States. The Secretary of the Treasury, the Secretary of
Agriculture, and the Comptroller of the Currency acting as a com-
Mittee were empowered to lay out the districts.
.The 12 Federal reserve districts thus laid out and the subdistricts

Within them as established by the Federal Reserve Board constitute



24 BRANCH, CHAIN, AND GROUP BANKING

to-day the only areas which have been delimited upon the basis of
the relationship of the flow of trade to banking services.

It may be found advisable to adopt a similar procedure with
respect to the present situation if it is determined that national
banks shall be permitted to have branches in the rural districts. In
this connection the question will naturally arise as to how far the
Federal reserve districts or subdistricts are applicable to this ques-
tion of branch banking.

DECENTRALIZED BRANCH BANKING

It has been urged as a consideration against branch banking that
legislation permitting its extension to the rural districts would lead
to the concentration of all of the banking capital in the United
States in the New York banks and under the control of a compara-
tively small group of financiers.
It might .be possible theoretically to conceive of this situation

arising if Congress permitted the national banks to engage in nation-
wide branch banking at the present time, althciugh many students
of banking and many practical bankers are of the opinion that even
were nation-wide branch banking permitted by law its spread would
be a slow development out from the various commercial centers;
that the country is too large and its financial operations on too vast
a scale to permit of complete concentration in New York City.
The banking resources of the United States are constantly increasing
as the country develops industrially and commercially. At the
present time ,they aggregate about $72,000,000,000 and within
another decade may approach $100,000,000,000. With great com-
mercial cities developing in various parts of the country outside of
New York, it would seem an extravagant prospect to contemplate
the control over these resources within a few hands in a single city-.
However, the proposal which I have brought for the consideration

of your committee would, it seems to me, clearly tend to decentralize
banking capital through a system of regional branch banking. The
metropolitan banks in the city of New York have always held a pre-
eminent position and under any system of .banking which would fol-
low the normal course of business they will continue to increase in
size and influence. Notwithstanding this aspect of the matter,
branch banking emanating from commercial centers outside of New
York City into surrounding trade areas would cause the New York
banks to decrease in relative importance. There would be concen-
tration of capital but it would be a regional concentration with local
characteristics. Banks in Detroit, Cleveland, Boston, Atlantai
New Orleans, St. Louis, Buffalo, Minneapolis, and other such local
commercial centers would grow into institutions fully capable of
taking care of the financial requirements of their trade area com-
munities. Instead of nearly all of the largest banks being situated in
New York City there would be in every such commercial center banks
whose resources would approach or exceed a billion dollars. Instead
of being a menace would not such banks become a source of pride to
the community in which they are situated, bringing prestige and new
business to the city and taking out to the rural communities a strong
and highl  developed banking service with safety to the depositors
there?Would not such a system of branch banking lead to an active
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Competition for business which would naturally result in the local
Community obtaining cheaper and better banking service?
Some critics of our banking system take the view that we have too

many small banks and that one of the chief causes for bank failures
has been the issuance of an excessive number of charters by the State
and Federal Governments. Theoretically, of course, if no banks
Were chartered there would be no bank failures. There is no way by
Which the number of banks can be categorically determined in
advance and consequently the laws of all of the States and of the
Federal Government have left the discretion to the supervising
executive officials. It comes down to a plain question of human
Judgment. If no more bank charters were issued, for example, in
Communities where all of the banks had failed the Comptroller of the
Currency or the State banking superintendent as the case may be,
would have to take the responsibility of denying banking services to
such a community even though the new applicants for a charter
Possess the qualifications required by law and practice to carry on a
small bank. In view of this situation it can not be expected of the
supervising bank officials to take it into their hands without further
legislative sanction to reform the system of banking in the rural
Communities through the process of denying bank charters. My own
Point of view is that the rural communities are not supplied with
adequate banking facilities. I should like to see the people of every
community no matter how small have access to more than one strong
bank with the banks competing for business. All persons should
have the benefit which comes from a competitive banking service.
Pur present system of independent unit country banks can not provide
it. Would not the system of decentralized branch banking which I
have suggested meet this condition?

GOVERNMENT CONTROL

It is recognized that a system of branch banking such as I have
suggested would gradually bring about the development of greater
banking institutions in the inland commercial centers and in the larger
seaports of the country. These banks .would be strong enough to
re.sist the ordinary local causes of bank failures on account of the great
diversity of their business. The only danger of failure would be in
the management personnel and it is conceded that any bank or any
sort of business institution can be wrecked through mismanagement
and maladministration. There can be no absolute protection by law
or otherwise against this condition: It can, however, be so greatly
minimized by governmental supervision that the danger of any such
failure will be remote.
Should Congress adopt such a branch banking policy there should

be an expansion and an intensification of Government supervision.
There would have to be a more constant contact with management
policies than now obtains. The number of banks would be less and
it would be easier for the Government to supervise and examine more
Closely and more often the operations of such larger institutions. It
should be borne in mind that such a bank would have no difficultyin securing capable management and that it would, on account of the
great value of good will, be sensitive to public opinion. It would not
9tish to encounter the just criticism of a Government official.
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Congress has always recognized the necessity of maintaining ade-
quate supervision over the national banks. The Comptroller of the
Currency now has sufficient power to supervise the national banks
in so far as examination into their affairs are concerned. The time
and method as to examination is left to his discretion except that he
must under the law examine each bank twice a year. What other
powers the Government of the United States shoula exercise over such
larger institutions which would come into existence under the exten-
sion of branch banking I am not prepared at this time to recommend,
but should the committee desire to go further into this question the
office of the Comptroller of the Currency will be at its service.

GROUP BANKING

In conclusion I feel it necessary to make some remarks with respect
to a comparatively recent banking development which is coming to be
known as group banking. Before proceeding further, however, I
think that we should attempt to get clown to definitions. In current
discussions the terms "chain banking" and "group banking" are
sometimes used synonymous and sometimes as opposed to one
another. Frequently the phrases "chain and group banking" and
"chain or group banking" are used.
The term "chain banking" has been in use for many years in this

country to describe a condition in which a number of banks were
owned or controlled by the same individual or by a group of indi-
viduals. These so-called chains were situated very largely in the
rural districts and the member banks of the chain were principally
small country banks. This condition was and still is quite prevalent
in the agricultural regions of the West and South. Many of these
chains have come to disaster through the failure of all of the banks
which constituted them. During the many years this type of bank
ownership has been in existence it was not considered as a trend
toward a fundamental change in our banking system nor did it relate
itself to the question of branch banking. On account of the failures
of several of these chains the term "chain banking" began to carry
with it an element of disfavor.
The term "group banking" is of very recent origin and is being

used to describe what appears to be a major movement in our banking
system. The principal factor in group banking is that each group
is centered around a city or metropolitan bank through means of a
holding company, which owns the majority of the stock of each
bank, thereby creating a system of banks more or less integrated in
management with the central bank of the group. Its one common
factor with the older type of chain banking is that several country
banks may be owned by a single agency. In this discussion, there-
fore, I shall use the term "group banking" to mean the ownership
and some element of operating control of several banks through the
medium of a bank holding company.

Official figures have not been compiled which show the number and
distribution of these groups. The holding companies are incorpo-
rated under State law

' 
and the Government of the United States has

no immediate access to information concerning their organization.
However, I attach hereto a list of what appears to be the most im-
portant corporations which have acquired the stock control of a 0031.



BRANCH, CHAIN, AND GROUP BANKING 27

siderable number of banks and which are operating these banks under
a group system. This is marked "Exhibit I."
From the character and standing of the bankers and other business

Men engaged in some of the principal groups in this new group-bank-
ing movement I have no doubt that they will be able to work out a
System which will be profitable to the group company and give a
safer and better banking service to the communities in which they
OW n banks than was possible under the system of rural unit banking.
For reasons heretofore stated, I am not in a position to give to your
conunittee first-hand and authoritative information as to their
Operations.
I may say, however, that I naturally look upon this movement

from the standpoint of a supervising official of the Government
rather than from that of an operating banker, that is to say, I am
concerned not with the question whether the movement is profitable
but rather whether it is desirable from the standpoint of the public
as a system of banking. The movement is new—hardly a year old—
and your committee may find that it gives promise of better banking
than the system of rural banking now generally in force. On the
other hand, your committee may find that this new movement may
be regarded as a temporary and transitional development, constitut-

a normal prelude or introduction to branch banking.
While perhaps my views may be immature, in view of the lack of

oPPortunity for an exhaustive study of a movement which is so new,
I am inclined to the view that group banking under its existing forms
le not desirable as a permanent system of banking. Where a group
le composed of both State and national banks, as well as of other types
of financial institutions it becomes practically impossible for any
supervising governmental official to ascertain authoritatively and
accurately the financial condition of the group as a whole. Each
corporation in the group is an independent legal entity, some respon-
sible to State governments, and some, that is, the national banks, to
the National Government, while other State bank members of the
Federal reserve system are responsible to both State and National
Governments, and this creates a situation in which the public is not
sufficiently protected, in so far as it can be protected by governmental
authority. If a group were all national banks and the holding com-
P,any were placed under the visitorial powers of the Comptroller of
the Currency it would be possible, although difficult, to supervise the
Operations of the group. I may say, however, that if the Comptroller
Of the Currency be given visitorial powers over bank holding com-
panies engaged in group banking, the Government would be in a
Position to obtain information as to their operations and would be in
e better position to regulate and control them by subsequent legis-
lation should such action be deemed expedient.
In the case of branch banking the situation is different. Under

the regional plan which I have discussed there would be no need of
ah operating holding company. The parent bank would be the only
corporation in operation and it would have offices in various places
Within the trade area. There would be only one board of directors
and one set of corporate minutes. The formulation and initiationof the policy for the bank would be subject to a single responsibility
and the Comptroller of the Currency (or the State superintendent
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in case of a State branch system) could at any time determine the
true financial condition of the bank with all its branches.
This concludes the formal remarks which I wished to make to the

committee, and I desire to express my appreciation of your considera-
tion. I shall be glad to respond to any questions members of the
committee may desire to ask, and I shall be pleased to return at any
time your committee may desire. I wish also to offer to your com-
mittee all of the facilities of my office which may aid you in these
inquiries.
The CHAIRMAN. I want to express, Mr. Pole, the appreciation of

the committee for your splendid statement. I shall tell you noW
that the members of the committee will be given an opportunity to
ask you questions, and in all probability, after we have had an oppor-
tunity to study your statement, we may ask you to come before this
committee again. In the meantime, we appreciate your offer to
continue to cooperate with the committee as the hearings proceed
and give us any advice that may be of help to us.
Mr. Strong, have you any questions you desire to ask of the

comptroller?
Mr. STRONG. I regret I was detained and could not get in until

late and, consequently, did not have an opportunity to hear what
the comptroller had to say. I just heard his last remarks. However,
Mr. Comptroller, your belief is that in a branch bank, with one or
two hundred branches, you could accurately examine that bank with
the force that you have now?
Mr. POLE. I think not, Mr. Strong. The force would undoubtedly

have to be adjusted, to any new system of banking, which would
create branch systems all over the United States. However, we do
examine two banks now with over 100 branches each, quite satis-
factorily.
Mr. STRONG. What do you mean by "quite satisfactorily"? You

mean to get an accurate estimate and knowledge of their condition?
Mr. POLE. Yes sir.
Mr. STRONG. 

Yes,
many men does it require to do that, where

there are 100 branches?
Mr. POLE. That would depend entirely on the resources of the

bank. I could not answer the question without referring to a bank
which is in operation, as a branch system.
Mr. STRONG. Well, take the Bank of Italy.
Mr. POLE. We examine the Bank of Italy with about 40 men.
Mr. STRONG. How many branches has it now?
MT. POLE. Approximately 300.
Mr. STRONG. How long does it take those 40 men to exmaine

that bank?
Mr. POLE. It is what amounts to a continuous examination.
Mr. STRONG. They are there all the time with that bank and its

branches?
Mr. POLE. They are there practically all of the time with the

various branches; that is, they go from one branch to another, which
practically amounts to a contmuous examination.
Mr. STRONG. Do you think that is a satisfactory examination,•to

have to examine one branch and go to another and then to another?
Mr. POLE. That is only part of it.
Mr. STRONG. What is the rest of it?
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Mr. POLE. The rest of it is that when we go to a bank we first send
our examiners into the head office and the principal branches and we
have a form which is sent out to every branch in that system calling
for detailed information as to the operation of that particular branch,
Which is assembled at the head office, and we use that for the purpose
of compiling the main report. Having done that, we visit each branch
and check the figures back as of the date of the examination and exam-
ine it just as though it were an independent bank. I do not mean to
say that it is not difficult. It is difficult to examine an independent
bank. But all in all, it must be considered that it is easily possible to
examine effectively a bank with 100 branches, but not simultaneously.
Mr. STRONG. Well, you say in order to examine them, you have

to keep the examiners continuously on the job, going from one branch
to another.
Mr. POLE. Correct.
Mr. STRONG. Suppose the bank was not in good condition: Would

there be an opportunity to pass money or credit from one branch to
another and back to the parent bank during the time that these
examiners were passing from one bank to another, which you say,
takes the entire time?
Mr. POLE. You mean to send money to the head office of another

bank?
Mr. STRONG. Do anything to cover up those conditions which you

Would like to discover—passing credits, money, or anything in the
Way of securities.
Mr. POLE. I would say not in any material amount.
Mr. STRONG. How long does it take one of your men to examine a

branch bank?
Mr. POLE. It would depend entirely on the size of the branch.

If it were $50,000,000, it would take a great many men and a good
long time.
Mr. STRONG. Are there many branches with $50,000,000?
Mr. POLE. Yes, sir.
Mr. STRONG. How many of them?
Mr. POLE. I will say very few.
Mr. STRONG. You know what I am trying to get at. I am trying

to find out when your examiner goes to the ordinary branch of the
Bank of Italy how long it takes lam to examine that branch.
Mr. POLE. It is impossible for me to answer that. I do not know

What you call an ordinary branch. Some have $200,000 total
resources and some $10,000,000 or more.
Mr. STRONG. You know what you call an ordinary branch, do you

not?
Mr. POLE. I do not know what you call an ordinary branch. You

lean a small country branch?
Mr. STRONG. Of course, a small branch bank—one of the branch

banks of the Bank of Italy which exist all over California—one of the
300 or more.
Mr. POLE. Mr. Strong, I do not know whether I understand you

exactly. Of course, the Bank of Italy has branches all over the State
of California, but they vary in size from $200,000 up.
Mr. STRONG. How long would it take to examine one of the banks

With $200,000?
10013e-30—pr 1---3
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Mr. POLE. That would depend on its condition.
Mr. STRONG. Then you can not give this committee information

as to how long it would take to examine one of those ordinary branches
of the Bank of Italy 
Mr. POLE. I shall be glad to give this committee categorical infor-

mation on how long it has taken to examine any one of these branches.
Mr. STRONG. You say you have 40 men who are occupied on this

examination?
Mr. POLE. Used in an examination of the large California branch

systems.
Mr. STRONG. Forty men spending their entire time examining the

Bank of Italy, in this continuous examination.
Mr. POLE. You misunderstood me. I said when we come to

make an examination of the Bank of Italy, we probably employ
40 men at the start.
Mr. STRONG. That is a continuous proposition?
Mr. POLE. Not with the 40 men. May I furnish you with a

detailed list of the time it takes to examine each one of the branches
and the number of men?
Mr. STRONG. I shall be glad to have it.
The CHAIRMAN. Any figures you furnish on this matter will be

inserted in the record.
Mr. STRONG. The number of men and time it takes to examine

each branch of which I understand there are about 400. The point
I want to inquire into 
Mr. WINGO. May I make the suggestion before he gets away from

the statement? The comptroller spoke about the resources of the
branches. I think it might be wise to include a statement of what
he means by "resources, and just what they are.
The CHAIRMAN. Mr. Comptroller, I should like to suggest, apropos

of what Mr. Strong said, that you put in a statement of the plan
under which the Bank of Italy is being examined by your department,
so that the committee may understand just how the examination of
one of these large branch banking groups is handled.
Mr. POLE. 1 understand perfectly, and I shall be very happy to do

that.
The CHAIRMAN. Particularly instruction from your office, which

have been set up as a plan for examining these banks.
Mr. WINGO. Might it be well—I do not know whether he wants

to do it in response to that statement—but in response to Mr. Strong's
question, to show the plan they have perfected; what safeguards they
have got, in a practical way, by examining, against, say, a conspiracy
of a number of officers or eniployees—take the Bank of Italy for
illustration—covering up a shortage by substitution, or a shifting
when you are checking one branch and before the time you get to
another branch, and have it there on hand.
Mr. POLE. I understand.
Mr. WINGO. I think possibly a great many men who will read the

hearings and a great many of the committee would be interested in
knowing, from an economic standpoint, how you have developed a
system of examination that guards against that difficulty.
Mr. POLE. Yes, sir.
The CHAIRMAN. Might I further supplement that it would be

profitable for the committee if you would make a statement also of
your present method of examining other big groups of banks.
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Mr. POLE. For instance, the National City Bank of New York.
The CHAIRMAN. Yes.
Mr. POLE. Of course the National City Bank of New York is not

one of the groups to which you refer.
The CHAIRMAN. Or a bank similar to that, whose branches are

confined to a city, inasmuch as the Bank of Italy is confined to the
State.
Mr. POLE. I understand what you would like to have. You

Would like to have included the method of examination of the National
City Bank of New York, whose branches are confined to the city.
The CHAIRMAN. Or the Chase National Bank. Or any other of

the large banks with many branches in one of our larger cities, so
that the committee will have an opportunity to know how your
examinations are carried out.
Mr. POLE. I will be happy to do that.
(The information requested will be inserted in the record at a

later date.)
Mr. STRONG. My purpose, Mr. Comptroller, in pursuing this line

of questioning, is that it seems to be a rather difficult proposition.
To put a force of men into the examining of a bank of 400 branches.
Which would preclude their passing of credits and funds and securities

ifrom one bank to another if it was n bad condition and the same was
necessary to cover up lack of funds. I do not think, of course, the
Bank of Italy is in such bad condition—at least I hope not.
Mr. POLE. No.
Mr. STRONG. But here: Take a bank that was in failing condition

and was perpetrating fraud and doing all kinds of illegal and unjusti-
fiable acts. Now with a big bank of 400 branches, and you go into
its examination with, say, 40 men. One bank examiner will take
Ine bank and go to another. That would cover but 40 branches.
There will be 360 that will not be visited until the 40 are examined.
ot seems to me it would be a rather difficult thing to detect any
illegal operation of that bank which was going on. That is the reason
I am approaching the question, which it would be very interesting to
have your conclusions on, together with a statement as to the method
of conducting the examinations. I have not had an opportunity to
hear your statement and I would like to waive further cross-examina-
tion until I have read it. So, with that understanding, Mr. Chairman,
I surrender the witness.
The CHAIRMAN. MT. Wingo.
Mr. WiNuo. I have no questions at the present time. However,

I might remind the comptroller that the question of a satisfactory
examination is one that is of a great deal of concern to some gentlemen.
Por illustration, one of your predecessors testified that he could not
satisfactorily examine a bank of the size of the bank of Italy at that
time, which had only about two-thirds as many branches as now, and
Possibly Mr. Strong had in mind that statement of his.
Mr. STRONG. Yes; Comptroller Dawes.
Mr. WINGO. He went into that situation some years ago when he

Was comptroller and took the position that it was almost impossible
to prevent these shiftings of assets unless you had a simultaneous
examination of the branches and an adequate force to check them up.
So) I suggest, in discussing this, that you go into that in detail and
show how you overcome that difficulty.
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Mr. POLE. Of course there is no doubt that should there be a general
extension of branch banking in this country, it would be necessary
perhaps to adapt a system of examination to it. However, that
would be an operating difficulty and I have no hestitation in saying
that, with the experience we have already had in the matter of the
examination of branches that, to a reasonable degree, we regard them
as satisfactory. It is true it is not as simple as examining an inde-
pendent bank, but, after all, it is an operating difficulty that can be
met. It might be necessary to put on 400 men, to use an extreme
illustration, but if we did, the bank pays for it. While it is not easy
for me to convey to your committee just precisely the technical
details in which we proceed with a bank examination, it is a measure
which can be met and satisfactorily so.
Mr. WINGO. In other words, you are satisfied, from your experience,

that that is an administrative difficulty that may be overcome
satisfactorily?
Mr. POLE. I feel that way, and I feel that our examinations are

quite satisfactory. Of course, the banks themselves are very vitally
, interested in our examinations. In addition to the examinations
which we make, . the banks themselves have a traveling force of ex-
perts spot-checking everything that goes on in the system, and I
shall be very glad to furnish the committee with any information
along those lines that I think will be enlightening.
Mr. WINGO. Another thing. To-day there is not a very clear

conception in my mind—and I think that difficulty may be experi-
enced by some others—of the distinction that you make between
group banking and chain banking. Do you,. at the moment, recall
a distinctive illustration of each that you might use or feel free to
use without embarrassment in connection with any individual case?
Mr. POLE. Perfectly so. I would say that in the chain—what

we call a chain of banks—there is in the State of Arkansas, as an
illustration, a chain of some 55 banks, which, I am informed, are
actually controlled by a single individual. .
Mr. WINGO. Now, you call that a chain. In other words, here

are 55 independent banking corporations that have separate local
corporate entities and one individual, whom we both have in mind,
owns a controlling interest in those 55 separate corporations. You
call that a chain?
Mr. POLE. Yes, sir.
Mr. WINGO. Now, give us an illustration of a group bank, as

contradistinguished from the chain.
Mr. POLE. An illustration of the group bank is where a holding

corporation is formed and that holding corporation proceeds to
purchase independent banks, usually within its trade area, either
through an exchange of its stock or for cash and the control of each
one of those banks is held through stock ownerships by the corpora-
tion.
Mr. WINGO. Now, I do not catch that difference. Take, in the

first instance, now, the chain bank: That gentleman owns the control
through an ownership of the stock of those 55 different corporations?
Mr. POLE. Individually.
Mr. WINGO. If he were to transfer that to the, let us say, A B C

Banking Corporation, and that corporation were to take over the
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controlling shares of stock of those 55 banks, you would call that a
group banking system?
Mr. POLE. Yes, sir; a group banking system.
Mr. WINGo. After all, the mechanics are the same; the ownership

Is the only difference, in that it is in one individual in one instance or a
group of individuals, whereas, in the other instance, the ownership
is in the control of a holding corporation? .
Mr. POLE. They are similar in characteristics.

. Mr. WINGO. Is that the only distinction—that which you have
given?
Mr. POLE. That is, I might say, about the only distinction, except

as to the methods of operation, which is all important.
Mr. WINGO. What are the differences in methods of operation?

Take the banks owned by the individual or controlled by him: What
change in the operations of those banks would there be if he would
transfer his holdings to a holding corporation and it became, in your
definition, a group bank operation? What change would o3cur?
Mr. POLE. In the case of the individual, who owns as an individual

the stock—the controlling stock—of these various banks, these banks
!tre usually—while under his domination to a certain extent—operated
Independently of each other. In the case of .a group-bank system,
the holding corporation has usually one main, large metropolitan
bank, and the management contact with these various members of
the group is very much more vital than in the case of the chain.
Mr. WINGO. Take the case we have in mind: I heard it rumored

Possibly that the individual had transferred to a corporation that is
under his individual control, as a matter of fact—did it not revolve
around a Little Rock bank that he controlled and did they not do
their business and was not their chief correspondent in Little Rock
that he dominated?
Mr. POLE. I think the group to which you have reference did own

shares in the bank in Little Rock and probably controlling shares.
Mr. WINGO. As a matter of fact, did not this individual control,

with his officers, attorneys, and employees, one big banking corporation
III Little Rock—was the president of it?
Mr. POLE. I am not informed as to that.
Mr. WINGO. A trust company?
Mr. POLE. I really do not know. .
Mr. WINGO. I think I catch the point of distinction, though. You

call it a group system where a corporation, as a holding company, has
a metropolitan bank and then controls, through stock ownership, a
Lumber of other banks—that while maintaining their separate cor-
Poration entities, they also control these other corporations?
Mr. POLE. That is a very nice distinction. The principal difference

between a group and a chain is that the group always has some form
of central management while the chain has not.
Mr. STEVENSON. And that corporation 
The CHAIRMAN. The gentleman from South Carolina is out of

order. He did not address the Chair.
,Mr. STEVENSON. Pardon me, Mr. Chairman. May I ask the

Witness a question?
The CHAIRMAN. You may.
Mr. STEVENSON. 'Ile holding corporation maintain a very strong

Supervisory control by auditors usually which audit at least once
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every two weeks the transactions of everyone in the group. Is not
that the rule?
Mr. POLE. I think that is generally the rule.
Mr. STEVENSON. Where one man merely owns the controlling stock

in a great many, :which you describe as a chain, that system is not so
rigidly enforced, is it?
Mr. POLE. I think that is more or less correct; they run more or

less independently.
Mr. STEVENSON. The stock being held by the corporation, which

they get from a State, are those corporations so organized as to be
liable for a stockholder's liability? You know, a State can grant
a charter and, in a great many cases, limit the things for which the
corporation can be liable.
Mr. POLE. Of course the national-bank stock in every case is liable

for assessment.
Mr. STEVENSON. The stockholder is.
Mr. POLE. Yes, sir; and if it becomes necessary to assess the

stock which is in the hands of a corporation, of course, we would
assess the corporation as you would an individual.
Mr. STEVENSON. Yes, sir.
Mr. POLE. If the corporation had no assets other than the stock of

the banks assessed of course it would be uncollectible.
Mr. STEVENSON. Yes, sir.
Mr. POLE. But a corporation would probably hold, in addition to

bank stocks, other securities, and I think a majority of those corpora-
tions which have already been formed could readily meet such
liability.
Mr. STEVENSON. I want to ask a question which has been referred

to here. You discussed pretty fully the question of putting the limi-
tation on stock in banks to such a large amount as it would give a
monopoly in any one community; in other words, they would be able
to establish more than one bank. We are met with the same argu-
ment in the establishment of these branches, that the very strong
metropolitan banks could establish branches in all Communities where
a unit bank, which was trying to operate, would be run out of business
and the metropolitan bank, in that way, could acquire a monopoly.
That is the principal argument we meet. What is your view about
that? Is there a danger of that?.
Mr. POLE. There is no doubt, in my mind, that if branch banking

were permitted we would eventually have a branch banking system
and not very many unit banks. However, I think that is looking
pretty well ahead. Branch banking, under the regional system
would develop so gradually that 

if 
would take many years before the

unit bank was entirely out of existence, f it ever went entirely out of
existence.
Mr. STEVENSON. This question wises: When they get out will it

be the tendency or will it not—that is the argument that is used
entirely almost—to have the territory apportioned among the various
institutions that have the branches so that there will be a branch of
one bank in community A and no other branch of any other bank
would be placed there and the branch of another bank would be
established in community B. . That is going on and I think the comp-
troller is entirely familiar with it, in my State. The banks have
almost all failed except these banks—group and chain.
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Mr. POLE. And branch systems.
Mr. STEVENSON. Yes; branches also. We have them all operating,

and but for them a large part of our territory would be utterly bereft
of banks. They have apparently divided the State among themselves
and group A puts a bank in my town and group B puts a branch in
Darlington, 30 or 40 miles away, and so on, and they are leaving
each community with one bank, and that is the cry that is going to
be made, as I see it. However, unless they had done this, we would
have been in a terrible fix. It has done more to commit me to some
system of the kind you have described than anything I know of—
the practical effect.
Mr. POLE. I do not know what would happen, but I can easily

understand that in South Carolina the competition between branch
banking systems—and the two to which you have referred are branch
banking systems—the thing has not arrived at a point where compe-
tition is keen enough for banks to go in, each of them, in the same
place, because there are locations without banking facilities where
the opportunity is better and banking service is needed. Later on,
when South Carolina becomes properly covered with branch banks,
if it ever does, the .arrangement you referred to might not prove
attractive. I know in California branch systems are operating side
by side in numbers of towns, and there is no trade arrangement
between them, but they are in keen competition to give the best
banking service that is possible.
Mr. WINGO. Mr. Chairman 
The CHAIRMAN. Mr. Wingo.
Mr. WINGO. I believe I will defer further questions to a later date.

I have really forgotten the line I was on.
Mr. DUNBAR. Mr. Pole, the Bank of Italy is an illustration of the

branch banking system. I understood you to state to Mr. Wingo
that the operation of those banks in Arkansas was an illustration of
the chain banking system?
Mr. POLE. That is correct.
Mr. DUNBAR. Now, then, I gathered the impression, when you

were talking about Arkansas, that it was controlled by individuals
rather than by a partnership or corporation.
Mr. POLE. By an individual.
Mr. DUNBAR. An individual?
Mr. POLE. Yes, sir.
Mr. DUNBAR. Is the Bank of Italy controlled by an individual?
Mr. POLE. No; it is controlled by, as far as stock ownership is con-

cerned, a corporation.
Mr. DUNBAR. Then, that is. an illustration of a chain banking

System controlled by a corporation?.
Mr. POLE. That is a branch banking system.
Mr. DUNBAR. What is the difference between them?
The CHAIRMAN. Will you yield a moment?
Mr. DUNBAR. Certainty.
The CHAIRMAN. You were not here when we opened the hearings.

We are proceeding under a regular order. I mention this so that
you may know it. I am calling the members, according to their
seniority, to question the witness, and you will come on later. I beg
your pardon for interrupting you. I did not wish to interrupt you,
but I do want to see this program followed.
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Mr. DUNBAR. Then you proceed according to the seniority of the
members of the committee?
The CHAIRMAN. Yes.
Now, Mr. Goodwin.
Mr. GoonwiN. Mr. Pole, in the establishment of a branch banking

system throughout the country, would you require legislation in the
several States so as to make them uniform?
Mr. POLE. I would not.
Mr. Goonwm. You think the National Congress has authority to

establish branch banking systems for the national banks without
legislation?
Mr. POLE. I understand from my counsel that is correct.
The CHAIRMAN. Mr. Goldsborough.
Mr. GOLDSBOROUGH. Mr. Pole, I understand from you, your view

is if the legislation, such as you. have m mind, were adopted by Con-
gress, it would tend to disestablish the great concentration of banking
resources in New York 4nd tend to concentrate them in various cen-
ters, such as New York, Detroit, St. Louis, Baltimore, San Francisco,
and Dallas, and other places. . You do think, as I understand, that
it will tend to a centralization in those various centers?
Mr. POLE. Unquestionably.
Mr. GOLDSBOROUGH. Now, have you considered this question from

any other standpoint than the standpoint of bank technique; in other
words, have you considered the political implications which would
necessarily arise from the concentration of credit in a great center?
Have you considered it from that standpoint at all?
Mr. POLE. I have.
Mr. GOLDSBOROUGH. Let us assume, for the purposes of illustra-

tion—because I have no reason to suppose this will happen—but let
us assume that, in my own State, for instance, the banks of Balti-
more were to get control of the resources and credit structure of the
rural communities, such as in southern Maryland, western Maryland,
and on the Eastern Shore of Maryland, which is the section that I
happen to come from. Did you apprehend that the Members of
Congress, for instance—I will take Members of Congress for purposes
of illustration. Do you have in mind that the Members of Congress
from the rural part of Maryland would not be representative of the
genius of their communities but would be dominated and controlled
by the financial system, which had its root and base in Baltimore
city? •
Mr. POLE. Well, I would not think so any more than it is the case

now. I think on the Eastern Shore of Maryland you have one of the
important systems of group banks.
Mr. GOLDSBOROUGH. I did not ask that question, but I do not

want to interrupt you. Just proceed, sir.
Mr. POLE. If I understand you, you mean would the interest in the

locality in which a branch might be situated be lost—would the inter-
est be less in that locality—is that what you mean?
Mr. GOLDSBOROUGH. I mean what I attempted to say, but I may

not have made myself plain. What I have in mind is this, that all
the business in this country is done on credit, of course.
Mr. POLE. Yes.
Mr. GOLDSBOROUGH. You can not do business any other way,

because there is not enough money to go around.
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Mr. POLE. Yes, sir; at least 90 per cent done on credit.
Mr. GOLDSBOROUGH. Now, if this system, which you have in mind,

resulted in the concentration of credit and resources in these centers
which I have in mind—would not the political conditions in the
rural districts—would not those who are supposed to represent the
rural districts be controlled not by the sentiment existing in their
own communities, but by the powers in these centers of credit which
you spoke of?
Mr. POLE. I should say not at all.
Mr. GOLDSBOROUGH. You think not?
Mr. POLE. I should say not at all.
Mr. GOLDSBOROUGH. Why?
Mr. POLE. Because the local touch in these smaller communities

is not lost in any way. I thought that is what you had in mind. In
almost all instances where branch banks are operated or where group
bank are operated in small sections, there is almost always a lot of
interest in that local unit of the group. or the branch, and there is
usually a local advisory committee consisting of two or three people,
and I can not feel that there will be any such state of affairs as you
speak of.
Mr. GOLDSBOROUGH. You have never had—I beg your pardon. I

thought you had finished.
Mr. POLE. I do not know that I am in a position to speak very in-

telligently on that point, however.
Mr. GOLDSBOROUGH. You have not given that particular question

the same mature though as you have the questions which arise more
naturally in the mind of a mail .who has been a banker and who is
primarily concerned in the stability of a banking system?
Mr. POLE. I have given a great deal of thought to that and I reply

that I do not think there would be any such condition arising as you
suggest.
Mr. GOLDSBOROUGH. Now, you remember that two or three years

ago the Senate desired to investigate the public utilities, and that by
virtue of the enormous control which the public utilities had of the
political forces nationally, they, themselves, were able to direct the
course of the investigation and transfer it from the Senate to the Fed-
eral Trade Commission. That is, when I say they transferred it, they
were able to control the situation m the Senate to such an extent that
it was transferred from the Senate to the Federal Trade Commission.
I do not know whether you are familiar with that condition or not.
Mr. POLE. I understand your point of view there, but as the group

bank or branch bank has been developed up to the present point
I do not think it can be said that the interests of the local communi-
ties have been in any degree lessened; in fact, I think they have
been increased by the upbuilding of an institution which is neces-
sarily one which appeals more to the people of that community by
way of local pride.
Mr. GOLDSBOROUGH. Now, would you be surprised if the sugges-

tion were made that the influence of the city correspondent banks—
even the city correspondent banks—is felt very sharply by those
holding public positions such as an office as Representative m Con-
gress, in the country? That is the condition. I do not want to say
that arbitrarily, but you would be surprised if the suggestion were
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made that that condition was felt already even when the relation-
ship is only that of a correspondent bank.
Mr. POLE. Well, I can not conceive of such conditions as that,

Mr. Goldsborough, unless it would be through the channel of what
might be called controlled deposits.
Mr. GOLDSBOROUGH. Now, what I have in mind is this—that the

point of view of the local bank is dominated very largely by the
point of view of the city correspondent bank. That is what I have
m mind, and that point of view is always reflected out to the legis-
lators.
Mr. POLE. I think that is one of the points that might be cured

by branch banking. At the present time the city correspondent is
probably the banking connection of a public utility. That public
utility has its plants and offices in various small towns in which
correspondents of the same bank may be located. The city corre-
spondent, through a contact or through representation on the board
of directors of the utility company, would control that deposit and
it would reach out to the small community so that if you did not
behave, as a small banker, the city correspondent would probably
be able to control that deposit you had been receiving from the local
utility and place it elsewhere.
Mr. GOLDSBOROUGH. You say if the local banker did not behave.
Mr. POLE. Tithe local banker did not meet its wishes.
Mr. GOLDSBOROUGH. That is the idea. You hit the nail on the

nead the first time.
Mr. STRONG. There is no doubt about that.
Mr. POLE. That, however, I think, would be cured largely by the

branch banks, Mr. Goldshorough, because the city bank, which
controlled this important deposit., would project itself into this
community and it would have no independent unit. It would be a
matter of indifference, then, whether the deposit were placed at
headquarters or distributed among the local banks in the communities
from which it arose.
Mr. GOLDSBOROUGH. Mr. Pole, let us assume that, through a given

congressional district, you have these branch banks centered in some
great city, like Detroit, St. Louis, Baltimore, or New York, as the
case may be, and let us assume that your Representative in Congress
from that district—his views about finances were controlled by what
he deemed to be the best interests of his Congressional district, and
rural life in America. Let us assume that he felt that urbanization
was progressing too fast in this country; that he felt a large proportion
of city population was unassimilated into what we understand to be
American life: Now, then, what would happen to him and his
independent thought I am discussing—
Mr. POLE. I am not a politician, Congressman.
Mr. GOLDSBOROUGH. I have not finished the question, and I

should like to do so because I think it is important—what would
happen to him if he persisted in representing what he thought and
believed to be the true sentiment of his distnct.; continued to feel
it necessary for the rural districts to be independent politically in
order to control this condition in the cities I have mentioned? What
do you suppose would happen to him if he asserted himself, in view
of the fact that the district was covered by branch banks that repre-
sented the city point of view?
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Mr. POLE. Mr. Goldsborough, that is a hypothetical question
which it would be very difficult for me to answer.
Mr. GOLDSBOROUGH. It is not hypothetical. Those of us who have

been in politics know it is a very practical question.
Mr. POLE. I really could not answer that question.
Mr. GOLDSBOROUGH. One more question, and then I think I am

through. There is evidently pressure coming from various sources
for an extension of branch banking, because these things never become
politically acute or never become political issues until there is pressure
concentrated on Congress from one source or another.
Mr. POLE. Yes.
Mr. GOLDSBOROUGH. YOU will be surprised when I tell you that

at our first meeting—a thing which never happened before since I
have been a member of this committee—every member of the com-
mittee was in his seat when the gong sounded, and it was all because
of this proposed discussion on branch, group, and chain banking.
Would you feel that you could freely give your opinion as to where
the pressure is coming from for this extension of branch banking in
the rural districts?
Mr. POLE. I think I started a great deal of it myself, Mr. Golds-

borough. I think, in addition to that, that the bankers associations
and the various bankers in the metropolitan centers 
MT. GOLDSBOROUGH. Exactly.
Mr. POLE. Have realized that something is necessary to protect

the small communities against the bank failures which have occurred
in such large numbers over a period of years.
Mr. GOLDSBOROUGH. Then, your aspect of the situation is some-

thing like this: That this pressure is coming from the metropolitan
banks and not from the rural districts themselves and that the point
of view of the metropolitan banks is not selfish at all, but simply
for the purpose of helping and assisting the rural communities?
Mr. POLE. In a large measure I would say the latter is true in a

very large measure.
Mr. GOLDSBOROUGH. You think 
Mr. POLE. May I answer that?
Mr. GOLDSBOROUGH. Yes.
Mr. POLE. At the same time there is considerable pressure coming

from the rural communities. There are many country bankers who
are in favor of branch banking.
Mr. GOLDSBOROUGH. That I am not prepared to dispute. I do

not know. It does not exist in any locality I am familiar with. I
Would say, Mr. Pole, as far as I am concerned, that since the begin-
ning of the present Congress I have had a vast amount of correspond-
ence on this general situation, and the only opposition to the general
Position which I have taken has come from large city banks.
Mr. POLE. Yes.
Mr. GOLDSBOROUGH. Now, the difficulty the rural man has is

something like this: He realizes when you control the credit of a
community, you control all the capital—and that is the answer—
and he is unable to feel that the attitude of the city banker is philan-
thropic. He is forced to feel that the city banker is conducting his
business as a business man should—for honest private purposes.
That to me is a very controlling interest. All the pressure, as far
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as I know, that is significant at all comes from the big metropolitan
banks.
Mr. POLE. I think there is pressure from hundreds of country

State banks, Mr. Congressman, and also I think if we could take a
poll of the number of people interested in a change of the banking
system, among those, thousands of people who have lost money in

ithose country banks, t is even more representative than the opinion
of the country banker. He is the man who usually bas been lost
sight of.
Mr. GOLDSBOROUGH. Don't you think, as a matter of fact, Mr.

Pole, there is already too great concentration of bank resources in
this country?
Mr. POLE. I would say that there is too much concentration of

banking resources. It would be fortunate if it could be decentralized.
Mr. GOLDSBOROUGH. Now,. Mr. Pole, I received this morning—I

do not want to get into individual cases, because I rather think that
is not the standpoint from which I want to approach the subject—
but I received this morning from some one in California, a deposit
slip which is used by the Bank of Italy and, on the back of it, it says
"Bank of Italy covers California," and then it has a map of Cali-
fornia with the intersecting lines which show branches that exist in
that State. To me that is a very unusual document. I should like
the committee to see it, and will you pass it around, please—indicating
rather, I am afraid, a position of arrogancy on the part of the Bank of
Italy due to its undoubted control .of the banking resources of that
State. I did not imagine that .any institution would have the hardi-
hood to issue a paper of that kind.
The CHAIRMAN. Have you any further questions, Mr. Golds-

borough?
Mr. GOLDSBOROUGH. That is all.
The CHAIRMAN. Under the arrangement the committee made the

other day, we were to begin these hearings at 10.30 and end at 1
o'clock. It is now 5 minutes to 1. 11 hat is the pleasure of the
committee?
Mr. FORT. It seems to me before we go on with other witnesses

we really ought to finish any questioning by the members of Mr.
Pole, and the program on the floor of the House this afternoon is
almost insignificant, unless it has been changed since I came out. It
is nothing but a bill to change the mileage allowances and per diems
allowed witnesses summoned before House committees, and I think
the House could get along without us on that, and I wonder if we
could not go on this afternoon and get Mr. Pole's views thoroughly
developed before we take up the next witness we propose to call?
The CHAIRMAN. There was no intention to take up another witness

before the committee until we completed with Mr. Pole. I should
like to ask Mr. Pole if it would be convenient for him to come back this
afternoon at 2.30 or would he prefer to come back to-morrow morning
at 10.30 o'clock.
Mr. POLE. I have some very important engagements this after-

noon, Mr. Chairman.
The CHAIRMAN. Under those circumstances, it is probably better

to adjourn until to-morrow.
Mr. BEEDY. Mr. Chairman 
The CHAIRMAN. Mr. Beedy.
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Mr. BEEDY. Apropos the question asked by the gentleman from
Maryland (Mr. Goldsborough) as to where this pressure is coming
from for branch banking, do I not understand it to be your position,
Mr. Pole, that this pressure is an economic urge, the result of an

ieconomic evolution and tendency n all lines of business, which is
now being voiced by bankers not only in the cities but in the rural
communities as well?
Mr. POLE. Precisely so.
Mr. BEEDY. And referring again to the question about centraliza-

tion, you say there is already probably too much centralization of
credits. I presume you refer to the fact that to-day the great cen-
tralization of the credits and financial operations is in the cities of
New York and Chicago, possibly.
Mr. POLE. New York, Chicago, and St. Louis.
Mr. BEEDY. And do you not contend that the establishment of

Other branches by national banks would have a tendency to decen-
tralize the concentration of credits, making more independent of the
three centers to which you have referred, the various other natural
industrial areas?
Mr. POLE. There is no doubt in my mind that that is what branch

banking would result in.
Mr. BEEDY. You would not contend that the policy which you

advocate would result in further concentration of power?
Mr. POLE. The policy which I advocate is a policy of further

decentralization.
Mr. BEEDY. But whatever you may claim for branch banking, I

understand you do not claim for it any guarantee of the reelection of
Members of Congress?
Mr. POLE. I think that covers my thought.
Mr. Fora. When will we get the exhibits to which you referred in

Your testimony?
Mr. POLE. They are not here. I have only the one copy with me.
The CHAIRMAN. In view of the fact that Mr. Pole has only one

S.et of exhibits, which are material to each one of us here, it will be
impossible for us, by to-morrow morning, to have an opportunity to
look over those exhibits and the fact that to-morrow is Calendar
Wednesday and our committee has the call, I want to raise the ques-
tion with the committee, and I shall be glad to have a suggestion, as
to whether or not it would not be better to have the matter go over
until Thursday.
(Discussion off the record.)
The CHAIRMAN. Very well; we will adjourn to meet to-morrow

n?orning at 10.30, when the hearings will be resumed and be con-
tinued to 12 o'clock.
,(Whereupon, at 1 o'clock p. m., the committee adjourned until
Wednesday, February 26, 1930, at 10.30 o'clock a. m.

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Wednesday, February 26, 1980.
The committee met in the committee room, Capitol Building, at

10.30 o'clock a. m., Hon. Louis T. McFadden (chairman) presiding.
The CHAIRMAN. The committee will come to order.

L
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STATEMENT OF JOHN W. POLE—Resumed

The CHAIRMAN. I would like to repeat what was said in the com-
mittee the other day as to procedure, before we began the hearings,
and also to state now, the Comptroller of the Currency being in the
midst of his testimony, that an invitation has been extended to the
Secretary of the Treasury to be here, or any members of his depart-
ment; also the Federal Reserve Board has been notified of these
hearings and they perhaps will have the opportunity to appear next,
after which the officers and directors of the 12 Federal reserve banks,
and after them, persons connected with group, chain, and branch
banking operations. I want to make it perfectly clear, of course,
that during the hearings the committee will hear all phases of the
question.
Mr. SEIBERLING. You mean in the order in which you name them?
Mr. POLE. Group, chain

' 
and branch, in the order named?

The CHAIRMAN. No; all together, collectively. I want to mention
that there are on the committee two outstanding antibranch bankers
that we have knowledge of—Mr. Strong, of Kansas, and Mr. Golds-
borough, of Maryland.
Mr. STRONG. Guilty as charged.
The CHAIRMAN. I presume there are others, and the chairman

would be glad if those members will confer with him as to any possible
witnesses against any of the branch, chain, or group banking pro-
posals, or any other members of the committee that have suggestions
to make, so that we can get word to the witnesses.
Mr. STEAGALL. Let me submit an inquiry.
The CHAIRMAN. I should like to furnish my statement. There

are advocates of branch banking, but I do not know whether there
are any advocates of chain or group banking on this committee and
if those or any other members know of persons who would like to
be heard, the chairman would be glad to confer with those members,
so that their witnesses may be invited to appear before the committee.
Mr. STEAGALL. I want to suggest to the chairman that I thought

there were a number of members of the committee—and I say this
because the chairman seems to want to discuss the attitude of the
committee for the record—I thought it was understood there were a
number of members of this committee who were against branch bank-
ing, and I thought the chairman of the committee was among those
members.
Mr. STRONG. I thought there were 15 or 20.
The CHAIRMAN. The chairman was simply trying to arrange this

matter so that the members of the committee can confer with one
another and the chairman as to witnesses.
• Mr. LETTS. I assume no one would undertake to say that the chair-
man of the committee had polled those mentioned in favor of branch
banking—for myself, I want to say that I want to try to maintain
an open mind.
The CHAIRMAN. The chairman desires to state that he is not

intending to define the attitude of any member of this committee.
I am rather in hopes that the entire membership of the committee will
maintain a judicial attitude in regard to this whole matter until these
hearings are completed.
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Mr. HOOPER. I should like to put myself on record in the same way
Judge Letts has done. I came here to gain information and possibly
act on that information after it is gained.
Mr. STRONG. I shall reserve my decision until after these hearings

have closed, and then I shall render it against branch banking.
Mr. LETTS. That is what we call a truly judicial attitude.
Mr. STRONG. That is an attitude in favor of the people.
Mr. STEAGALL. In that connection, just a word: If members

declare their attitude—I do not think it is necessary that this all be
said—I think the members of the committee who have served with
me here for years will agree that I have an open mind in so far as the
information and arguments are concerned, and I hope I shall always
be that way. This subject of banking and finance, is, of course,
one of the most intricate things in the world and if I know myself,
I am the last man in the world that wants to deny himself any informa-
tion that anyone wants to offer.
The CHAIRMAN. I have a letter from the Secretary of the Treasury

in answer to the invitation which the chairman sent him in regard to
these hearings which I think should be read at this point. It is dated
February 24, 1930.
(The letter is as follows:)

DEPARTMENT OF THE TREASURY,
Washington, February 24, 1930.

MY DEAR MR. CHAIRMAN: I have your letter of February 21 in which you
inform me that your committee will be pleased to hear my opinions in respect of
the study undertaken by your committee in pursuance of the authority granted
Under House Resolution 141, covering the subject of group, chain, and branch
banking.
In this connection I call your attention to the statement contained in my

Annual Report to Congress for the fiscal year 1929, which reads as follows:
"In banking, as in other enterprises of this country, there is increasing evidence

°I a movement toward larger operating units. The number of branches of banks
in operation has increased and more recently there has been a growth also in the
number of groups in which several independent banks are operated more or less
as a single system. Both of these developments reflect changes in the underlying
economic situation.
"Branch banking has always existed in this country to a limited extent in one

form or another. At the present time the Federal reserve act and the national
bank act, as amended in 1927, authorize national member banks to establish
branches in foreign countries and in insular possessions of the United States, and
all member banks to establish branches within the corporate limits of the center
in which the head office of the parent bank is situated arid in which State laws
Permit State banks to operate branches (with certain restrictions as to the size of
centers in which branches may be established by national banks.) At the end
of June, 1929, State-wide branch banking was permitted in nine States and in the
District of Columbia; branch banking in more limited form was specifically
Permitted in 11 States; and in 23 States the operation of branch systems was
sPecifically prohibited.
"In June, 1929, out of a total of 8,707 member banks in the Federal reserve

sYstem, 354 were operating 2,291 branches. This represents an increase of
130 branches during the year. On the same date 818 banks, including both
Member and nonmember, were operating a total of 3,440 branches, an increase
of 210 for the year. The development of branch banking which is permitted by
existing legal arrangements has facilitated the adaptation of banking facilities to
re9uirements of urban areas.
'More recently there has been a rapid increase in the organization of group

systems of banks. Such groups comprise one or more banks that are brought
Under unified control and some degree of centralized management through
acquisition by an individual or corporation of controlling interest in their stock
issues. Although technically each bank in a group is a separate corporation
°Aerating with its own capital funds and under the direct supervision of a local
board of directors, a certain degree of unity is achieved for the group as a whole.
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At the end of June, 1929, it was authoritatively reported that there were in
existence at the time 230 group systems of banks in the United States, which
embraced about 2,000 banks. Group banking is a means of accomplishing in a
measure the objects of more extensive branch banking systems than are permitted
under the Federal reserve act or under existing legal arrangements in most
States. Although banking groups may be expected in most instances to
strengthen the banks which they control, the organization of such groups places
great responsibilities upon the controlling interests, and is a matter of vital
interest to State and national supervisory agencies.
"In view of the fundamental economic situation which has given impetus to

the organization of group banking systems and to the growth in branch banking,
it is desirable that these developments be carefully studied. In the meantime
it is hoped that any further extension of group and branch banking organizations
will proceed with moderation, and that hasty legislation, either to liberalize or
to constrict limitations now in effect, will be avoided. Our banking structure,
the product of many years of experience, is part of an intricate economic fabric
whose parts are closely adjusted to one another, and a too rapid reorganization
would be likely to create serious and costly disturbances that would affect the
entire country.
"The time has come when it would seem to be wise to undertake a thorough

study of the situation with a view to determining the soundness of the present-day
tendencies, and more particularly the limits of the economic units within which
branch banking may be advantageously permitted."
I may add that because of the more direct concentration of responsibility I

believe that branch banking is on the whole sounder than chain or group banking,
but that even branch banking should be limited to definite economic areas.
As to what those economic areas should be, I am not prepared to state at this
time without further study or thought. I should prefer, therefore, to defer my
appearance before the committee until I have had an opportunity to study the
facts which I hope your committee will develop.
May I add that I think it fortunate that your committee has undertaken this

study at this time, and that I am confident that much good will be derived from
a careful ascertainment of all the facts in connection with the movement which
has been proceeding with great rapidity in the banking field.

Very sincerely yours,
A. W. MELLON,

Secretary of the Treasury.
Hon. Louis T. MCFADDEN,

Chairman Committee on Banking and Currency,
House of Representatives.

Mr. STRONG. I think the Secretary misstates the law at present
when he says that in States that permit branch banking the national
banks are permitted to have branch banks in the communities. That
is not the law. The law is that they are permitted to have branch
in the cities in which located.
Mr. GOLDSBOROUGR. Mr. Chairman, I move that we proceed in

the order outlined at the beginning of the hearings.
The CHAIRMAN. You had finished, Mr. Goldsborough?
Mr. GOLDSBOROUGII. Yes, sir.
The CHAIRMAN. Mr. Busby.
Mr. BUSBY. I had in mind asking a few questions with regard to

the effect of the different methods of banking on the people of the
country who use the facilities afforded by banks. My questions will
not be directed so much to the security of the stockholder and bank
operators and to the depositors as they will be to the borrowers and
users of the banks.
The statement of the comptroller gives us the information that

24 banks in New York City--
Mr. FORT. Showed $10,791,000,000 of assets or resources.
Mr. BUSBY. Twenty-four banks, national and State, in New York

City alone are capitalized at an aggregate of $677,000,000 and have
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combined resources of $10,791,000,000. I will ask the comptroller
if that is not a considerable concentration of money and banking
resources of the country in one center?
Mr. POLE. Very obviously.
Mr. BUSBY. Now, much of the money and much of these resources

are gathered into New York City because of the fact that these banks
are used as correspondents of the smaller banks throughout the entire
Nation, is it not?
Mr. POLE. That is very largely true, Mr. Congressman.
Mr. BUSBY. Most of those funds placed there by banks throughout

the country, are used to make what is commonly known as brokers'
or call loans by the New York 

banks, 
are they not?

Mr. POLE. Not most of them. A very small proportion of the
total of the deposits in New York banks is used m brokers' loans. As
a matter of fact, I think at the very peak only about two billion
dollars of the banks of New York City.
Mr. BUSBY. I find that on October 2, 1929, the brokers' loans in

New York City were $6,804,000,000. I find that as the crisis was
reached in the bond market or the stock market, that brokers' loans
had decreased $3,476,000,000, or 51 per cent of the amount of the
loans outstanding in October, 1929. Now I will ask the comp-
troller if that condition is not due very largely to the fact that the
credit and currency of the country is centered at that one point
through our system of banking?
Mr. POLE. I would not say that that fact is demonstrated by those

figures. It is true that the principal stock market of the country is
in New York and necessarily any trading would have to be there; so
the six billion of loans you are speaking of, I thank that, as far as my
recollection serves me, as much as $3,000,000,000, or 50 per cent of
them, were loans for others and loans for others represented funds,
of corporations and individuals, which were scattered all over the
United States and the world which have found their way to New York
for the purpose of being placed by the banks, but not for them, on
the stock exchange.
Mr. BUSBY. But for our system of banking and concentrating the

money and banking credits m New York City, would it be possible
to have the kind of financial catastrophe that we have had in the
stock market in recent months?
Mr. POLE. I should say that under any system of banking, it

might be possible to have a disastrous calamity on the stock exchange,
if the general public were disposed so to invest their funds. I can not
imagine that the difference in the system itself, such as I have sug-
gested, would have a great deal of effect on the stock market, because
funds may be transferred to New York by corporations and individ-
uals which may represent the major share of funds available, and
under any system they may be diverted to any point the holder of
such funds may direct them.
Mr. BUSBY. Does not our system of banking, and would not our

System of banking, if followed in the course you suggest, tend to
funnel the funds of the country into New York City as the center of
credit?
Mr. POLE. Our present system of banking, you mean?
Mr. BUSBY. Well, our present system of banking; yes.

100136-30-rT 1-4
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Mr. POLE. Yes; I should say that it does, and I have that in mind
in suggesting that it might be that this situation would be corrected,
if the bank resources of the country were further decentralized through
regional branch banking.
Mr. BUSBY. I must say that I can not follow your reasoning in

trying to secure the result that you predict from the method that you
propose. But to give your proposition due consideration at this
point, the branch-banking system or the chain-bank system, which is
proposed, and whether these systems, or either of them, suggested by
you, would decentralize the currency to several points of the country,
and whether or not the situation we are talking about would not be
remedied any?
Mr. POLE. I can not imagine that the system of banking would

have very much effect on the New York stock market.
Mr. BUSBY. Well, if our system of banking carries money from

every bank in the country to the New York banks, it would naturally
have a tendency to cause those banks to make broker loans or call
loans, and thereby increase the tendency of the people to play the
stock market throughout the country.
Mr. POLE. Our present system of banking is conducive to funds

flowing to New York, which, of course, is the financial center of the
country. My suggestion to the committee in regard to a develop-
ment of banks in the larger metropolitan centers, would cause the
funds in New York to be less concentrated. I would develop very
much larger systems all over the country, and the funds would be
employed locally.
Mr. BUSBY. Now, another thought: In 1919 to 1921, during the

deflating period, Mr. E. H. H. Simmons, in an address before the
Chicago Stock Exchange on May 9, 1929, states that the broker loans
were deflated to the extent of 60 per cent during that crisis. What
I am trying to understand is if the banking system does not tend
toward building up those periods of speculation on the New York
Stock Exchange, and, through a collapse of the pyramiding of the
prices of securities—whether that does not cause the financial
situation we find in the country to-day?
Mr. POLE. I should say not, Mr. Busby. I should say it is not

the fault of the system of banking which we have at this time.
Mr. BUSBY. I notice that last fall the paper values, within a

very short period of time, on the stock exchange depreciated
$35,000,000,000. Now, somebody lost that much financial standing,
did they not?
Mr. POLE. Not necessarily.
Mr. BUSBY. That is where the little fellows all got out, is it not?
Mr. POLE. You refer to them as paper profits?
Mr. BUSBY. That is, a bookkeeping status.'
Mr. POLE. I should say that it made no difference to a man's

actual net worth. He might have lost what he had won on the
market, but I would not say that he was any worse off in the end
than in the beginning through the loss of paper profits.
Mr. BUSBY. The banks did not lose anything during that period;

or, if they lost anything, it was very little during that period of
deflation m stock, did they? Do you recall?
Mr. POLE. The banks themselves were not speculating in stocks.

They were carrying customers, perhaps.
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Mr. BUSBY. And they dropped many customers during that period?
Mr. POLE. Well, I think perhaps the customers dropped the banks.
Mr. BUSBY. Well, you put it that way; but the customer is the

one who lost the money. Is not that true?
Mr. POLE. In a great many instances.
Mr. BUSBY. This may not appear to have any connection with

the subject the committee is considering, but yesterday you told us
of a few small losses by country banks. I say "small' in compari-
son with the great catastrophe we are passing over—the great catas-
trophe connected with the stock market collapse we are passing
over. Does not that situation grow out of the banking arrangements
of our country, and was that situation not just as effectively detri-
mental to the commerce of the Nation as the losses in the small
banks you are talking against?
Mr. POLE. No. I should say by no means.
Mr. BUSBY. If you can explain to me why we have come to this

period of financial distress not as a result of the New York Stock
Market collapse, and yet it does not affect the people as much as
the breaking of a few small banks, I shall be much obliged to you.
Mr. POLE. I think you misunderstand me. I did not say it has

not arisen from any such cause. It seems to me that the thousands
of small failures can not be brushed aside in any such light phrases.
Mr. BUSBY. I said comparatively, or I mean to say "compara-

tively."
Mr. POLE. Because that is the basis of my belief that a change in

our system of banking in this country, both national and State,
becomes necessary, by reason of those failures.
Mr. BUSBY. Just a moment on this: You say it is estimated that

7,264,000 depositors have contributed to the great total of more than
$1,700,000,000 of deposits in failed banks during the last nine years?
Mr. POLE. Yes.
Mr. BUSBY. And that 114,000 shareholders have suffered losses

through the suspension? Do you have any figures to show the amount
of the losses that were passed on to the depositors by reason of these
failures? You give the amount of the deposits, but not the amount
of the losses.
Mr. POLE. Yes. Of course, that is problematical at the present

time because the banks are still in process of liquidation and it would
be difficult to forecast any percentage of recovery which the depositors
might have.
Mr. BUSBY. That would run to the amount of 
Mr. POLE. I could say that liquidation of the national banks—

and of course these are not national banks only; there are many more
State banks than national banks—our liquidation of the national
banks would be probably 65 or 70 per cent.
Mr. BUSBY. Of the amount involved?
Mr. POLE. Of the amount involved; that is,. as 763 is to 4,877, for

instance, of national to State banks, and I am not advised as to what
the liquidation on the State banks is.
Mr. BUSBY. Sixty-five per cent of the deposits involved in both

banks would be lost?
Mr. POLE. No; would be recovered over a period of many years.
Mr. BUSBY. I want to get through and I know the rest of you want

rue to. Another question that I should like to ask is 
Mr. POLE. You understand that those are national banks?
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Mr. BUSBY. Yes. A bank takes the depositor's money and the
depositor is at the mercy of the management of the bank—I say
mercy in the sensc that he is bound to accept their judgment and
management. Whit is your idea about its being fair and proper to
require banks to insure the people who deposit their money in the
banks against the loss of their money?
Mr. POLE. I  think the idea is unsound.
Mr. BUSBY. What do you think about a general insurance to the

depositors by the banking institutions against loss where they place
their money in the bank for safe keeping?
Mr. POLE. Nothing at all.
Mr. BUSBY. You say it is unsound, having entire management of

the institution in the hands of the directors and bank officers—why
would it be unsound for them to assure the honest depositor that they
will honestly return to him that which he has honestly deposited,
when called for? I should like to know why it is unsound.
Mr. POLE. I would point to the practical experience of the States

of Mississippi, Kansas, Nebraska, North Dakota, Oklahoma, South
Dakota, Texas, and Washington.
Mr. BUSBY. I am not asking about the type of laws they have.
Mr. POLE. It is a form of a guarantee of deposits.
Mr. BUSBY. No; I am not asking about that.
Mr. POLE. The insurance would be a form of guarantee of deposits.
Mr. BUSBY. But not the form we have in my State—
Mr. POLE. I am not speaking particularly of your State. There

are no two laws in these States which are similar—yes; similar, but
not alike.
Mr. BUSBY. Let me explain the idea that I ftni trying to convey.
Mr. POLE. And that, without exception the principle has completely

fallen down.
Mr. BUSBY. The basis on which these laws were enacted is that the

banks, in a body and individually, shall contribute to a central fund
which shall be applied to the claims of depositors in failed banks in
the order in which the amounts have been adjudged proper claims
against the central fund, is it not?
Mr. POLE. A similar law has been in force in some States.
Mr. BUSBY. What I am referring to is a bank capitalized with

$50,000 stock and has $200,000 or even a million dollars in deposits,
why would it not be perfectly sound for that bank to take out an
insurance policy with some reputable insurance company, guarantee-
ing to the people who put their faith and trust in that bank, that this
bank will return to them that which it has received from them?
What would be wrong with that type of insurance?
Mr. POLE. What insurance company, in the first place, would in-

sure $57,000,000,000 of deposits? How would you insure the deposits
of the Chase National Bank, which has $105,000,000 with $135,000,000
surplus and, roughly figuring, a billion dollars in deposits—you would
not discriminate between the large and small banks in regard to the
question of additional safeguards.
Mr. BUSBY. You ask a question in answer to my question. I am

sure a system could be worked out where the risk would be taken
over. But you can not expect people to come up with an insurance
proposition before you lay down a plan and provide a premium to 

icarry this, and almost every risk under the sun s being insured, and
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the smaller banks especially could be cared for in that way, and an
inspection of those banks be had by the insurance companies, and
you need not say that each bank should stand on a parity in the rate
of the risk that should be applied to that bank to insure it against
loss.
Mr. PciLE. The systems which have,been in force which contem-

plate the protection of the depositor have been universally unsuc-
cessful. The price has to be paid by the going banks and it has often
been such a burden on them as to even put them out of business.
Mr. BUSBY. I know that system has been, but the system I am

talking about has never been tried.
• Mr. POLE. I would not like to express an opinion on any new
system which I had not had an opportunity to study.
Mr. BUSBY. My idea was that we would get new ideas on proper

procedure and that is the reason I asked the question.
Mr. POLE. I should say that, in the light of experience, any system

of insurance of deposits or guarantee of deposits is, in my opinion.
entirely unsound.
Mr. BUSBY. Out of respect for the other members of the committee

who want to ask questions, I shall desist.
The CHAIRMAN. The gentleman will have another opportunity

to ask questions later on.
Mr. Letts, of Iowa.
Mr. LETTS. Mr. Chairman 
Mr. BRAND. Would you object to my asking two questions at this

point?
Mr. LETTS. Certainly not. Go ahead.
Mr. BRAND. I just want to ask Mr. Pole first: You can furnish and

will furnish to the committee, the amount of the franchise tax paid
by each of the 12 Federal reserve banks since the act was passed
and the organizations of the banks established, per year, and showing
the amount each one of these banks paid down to and including the
year 1929?
Mr. POLE. I shall be glad to do so, Judge.
Mr. BRAND. So that we will know what each bank has paid down

to and including the year 1929.
Mr. POLE. Yes, sir.
Mr. BRAND. This is a questiop I want information about: Of

course it is well understood by the big bankers and members of the
committee who associate with big banking institutions—but will you
define briefly the difference between group banking and chain banking
as compared with branch banking—either now or later on?
Mr. POLE. I think perhaps it would be very proper if I might use

the same language I used yesterday.
Mr. BRAND. I do not want you to do that. I heard that. Clearly

define what is chain banking and group banking as compared with
branch banking.
Mr. POLE. Chain banking consists of a number of banks in which

an interest, not necessarily a controlling interest, is owned by one or
More individuals.
Mr. BRAND. Individuals or individual banks?
Mr. POLE. Individuals. They have their separate corporate en-

tity and operate entirely independently, but there is a greater or less
control by reason of the interest which is owned by the individual or
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individuals, which more or less directs the policies of this chain of
banks.
The group bank is a number of banks. Fifty-one per cent or

more, usually, of the stock of each is owned by a holding corpora-
tion, and by reason of the ownership the policies of this group are
directed by this corporation.. In the corporation there is usually one
major bank from which the others radiate and the policies are directed
or influenced by the heads of those banks, who are usually the chief
interested parties in the corporation. Management control is the
principal difference.
Mr. BRAND. And these banks which you refer to own, as I under-

stand, the majority of the stock in all the unit banks?
Mr. POLE. They may own the majority or all the stock except the

directors' qualifying shares.
Branch banking is different. A metropolitan bank, usually, with

branches scattered over its district. A single corporate entity.
Mr. BRAND. I understand what branch banking is. The other

two I did not clearly understand.
Mr. POLE. Have I made that clear, Judge?
Mr. BRAND. I think I understand them now.
Mr. STEAGALL. I was not here yesterday, much to my regret, having

been called to appear before the hospitalization board on a matter
of great interest to my State, and I did not get the benefit of the pro-
ceedings yesterday and I am not informed as to the rule which the
committee adopted with respect to the manner in which we should
proceed. I have no desire to interfere with the rule, whatever it is.
It is all right with me. But I have some questions right in connection
with the statement which Mr. Pole has just made. If it i3 desired
to go along on the line of subjects under discussion, I shall be glad to
proceed or wait, just as the chairman indicates, which would be more
in accordance with the rule.
The CHAIRMAN. The rule we are working under is to call on the

members of the committee according to their seniority. We are going
ahead under that procedure. In accordance with the rule adopted
yesterday, you are the next one on your side to be called. Mr. Letts
has now been recognized under that rule.
MT. STEAGALL. That is all right with me.
Mr. STRONG. Will you yield to me for a short question, Mr. Letts?
Mr. LETTS. Yes; but not for long.
Mr. STRONG. Mr. Brand, I want to suggest, in getting information

from the comptroller in regard to the amounts paid in excise or
franchise taxes by the national banks—I want to inquire whether it
would not be well to put in the record the amount of their earnings
and expenses.
Mr. BRAND. That would show the net income.
Mr. STRONG. I think that would be helpful to the committee.
Mr. LETTS. I have two or three lines of inquiry which I should

like to indulge in. The gentleman from New Jersey—Mr. Fort—
has informed me that he must be away to-morrow and would like
to go on to-day with his questions. However, there is one matter
that I should like to open up because Mr. Fort undoubtedly knows a
great deal about the matter and it is something that I think has a
pertinent connection.
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Yesterday I was very much interested in the line of que,tiolun
of the gentleman from Maryland—Mr. G91dsborough—and the
answers of the comptroller. The questions indicated that, in the
mind of the gentleman from Maryland, the plan to extend branch
banking presented some serious political dangers. I understood,
from the answers of the comptroller, that he was not greatly con-
cerned about that matter and that perhaps he felt that the dangers
suggested were more apparent than real.
But I want to ask now whether or not the comptroller, upon an

assumed state of facts—and I want to get his opinion—assuming
that the issue in a State should be the control of the appointment
of the supervisor of banks, who would have the power of issuing
charters and the power of appointing inspectors and examiners and
directing the examinations, and that a banking interest might be-
come so powerful that they could control the nominations in the
Primaries and elections of officers, and, in that.way, secure the person
desired for the important position of supervisor of banks. Would
You then say that the situation presented a political problem that
was a menace and ought to be avoided? 
Before answering that question, I will say that I have tried to

embody in that question a state of facts that I think has existed. I
am told that, at the least gubernatorial election in the State of Cali-
fornia, the Bank of Italy made a determined fight for Mr. Young,
who is now the governor of .that State, upon the issue that they
should know that the person in whom they are interested would be
the superintendent of banks. I understand he gets a salary of $10,000
a year and I understand that they expressed their desire and made the
request of every employee of their banks and of every branch that
they should see that Mr. Young was nomniated at the Republican
primaries for governor. I am told, too, that they went further than
that and made the request of their depositors. I am not so sure
of it. I think it can also be shown that, at the general election in the
fall, they sent out a ticket in which they expressed their preference
for every State office and for every congressional office and for Senator
in the United States Congress. The ticket that they espoused was
elected. Mr. Young was elected governor and the favored candidate
was made superintendent of banking.
Now, perhaps you can tell me how accurate those facts are and

Whether or not, if it is true, it does not, in fact, present a very serious
Political problem and show that perhaps there is a real danger, in a
political sense, such as was indicated by the gentleman from Mary-
land in his line of inquiry.
Mr. POLE. I have heard, Mr. Letts, that the appointment of a

superintendent of banks in some States is regarded as more or less
of a political appointment, but I am sorry.I can not answer you as
to the status quo of the political situation in regard to—
Mr. LETTS. If my facts are substantially correct, would you say

that there is presented a serious question as to the advisability of
the policy which you advocated toward the extension of the branch
banking system?
Mr. POLE. It is a question which would be exceedingly difficult

for me to answer.
Mr. LETTS. I will excuse you from that. But now, as I understand

the matter, we have been talking of the Bank of Italy. Now, there
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is also what is called the Bancitaly Corporation. I do not know
that I have a correct understanding of that and so I want to inquire
of you—is that a holding company?
Mr. POLE. It migght be called a subsidiary company.
Mr. LETTS. I understand that the Bancitaly Co. holds a large part

of the stock of the Bank of Italy and of all of the branches.
Mr. POLE. I have no access to the books of the Bancitaly Co.
Mr. LETTS. Is the Bancitaly Co. a banking institution?
Mr. POLE. It is not.
Mr. LETTS. It is a holding company?
Mr. POLE. Yes. I presume it holds certain securities.
Mr. LETTS. Does it do more than hold stock?
Mr. POLE. I think that their charter gives them rather a wide

latitude. I, however, am not informed.
Mr. LETTS. They are not subject to examination?
Mr. POLE. No; they are not subject to examination by the Federal

Government.
Mr. LETTS. Are the Bank of Italy and the branches of the Bank

of Italy under national charter or State charter or both?
Mr. POLE. The branches are under national charter.
Mr. LETTS. How about the Bank of Italy?
Mr. POLE. The Bank of Italy is a national association and, neces-

sarily, the branches are a part of the Bank of Italy—one branch being
just as much a part as any other branch.
Mr. LETTS. Is there just one charter?
Mr. POLE. Just one charter.
Mr. LETTS. And covers all branches?
Mr. POLE. Yes, sir; covers all branches.
Mr. LETTS. Now, I understand that more recently the Bank of

Italy people have organized the Trans-American Co. Can you tell
me anything about that?
Mr. POLE. Yes. I would not say that the Bank of Italy has formed

that. The Trans-American Corporation was formed a number of
years ago and is, itself, a holding company.
Mr. LETTS. That is organized, however, and operated by the sail- e

group of people?
Mr. POLE. I should say not. I should say that it has entirely a

different personnel.
Mr. LETrs. Distinct?
Mr. POLE. Distinct from the Trans-America Corporation—the

Bank of Italy personnel; yes.
Mr. LETTS. Is that personnel entirely different?
Mr. POLE. As far as its officers are concerned; I think so.
Mr. LETTS. Of course I have no knowledge of it and am asking

for information.
Mr. POLE. As far as my knowledge goes.
Mr. LETTS. My understanding is that the Trans-America Co. is

a holding company to put into operation the policies of the Bancitaly
Co., by extending beyond the State of California; that they intend
to reach out and do the same things in other parts of the country that
the Bancitaly has done within the State. Am I correctly informed as
to that?
Mr. POLE. I think, in the published statement of their assets,

which is made periodically, a number of stocks of banks over the
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country were included, among them being, for instance, the National
City Bank and the Chase National Bank—large banks and small
banks in different parts of the country.
The CHAIRMAN. Will you yield to me, Mr. Letts?
MT. LETTS. Yes.
The CHAIRMAN. I think it might be helpful, at this point, to

observe that the Trans-America Corporation is a Delaware Corpora-
tion and not only owns sufficient stock of the Bancitaly Corporation,
but a sufficient amount of stock in the Bank of America to control
the policies of each one of those corporations. The Bank of America
includes the Bank of America in New York and the Bank of America
in California.
Mr. LETTS. Well, I thank the chairman for that statement, and

I want to add this, that I havelnot very much knowledge about these
matters and am seeking information, and I am very happy to have
that statement.
The CHAIRMAN. I 'might add further that my understanding is

that the control of these various operations which were formerly
vested in the Bancitaly Corporation and the Bank of America, both
New York and California, as well as the firm of Blair & Co., are now
operated under the Trans-America Corporation or Transameric-
Blair Co. control.
Mr. LETTS. I wonder, Mr. Comptroller, if at some later time you

could supply us with the information to show whether or not the
Personnel in these corporations is the same, or just what the facts
are in respect to that.
Mr. POLE. I will be glad to go as far as I can. But may I sug-

gest that perhaps you might wish to call a member of the official
family of the Bank of Italy and the Trans-America Corporation, and
they will be glad, I am sure, to give you full information on their
activities. I have no official information in regard to the cor-
Pora dons.
Mr. LETTS. My only thought was 
Mr. POLE. Except the Bank of Italy which is a national asso-

ciation.
Mr. LETTS. I think it would be desirable to know whether or not

these companies are advancing along the same policy and whether
or not controlled by the same influences. Those are the things I
am interested in knowing.
I do not care, Mr. Chairman, to pursue this further at this time.

I do have one or two other things that I should like to go into, but
I shall be glad to yield to the gentleman from New Jersey, Mr. Fort.
Mr. FORT. I am sorry to ask the committee to break the standing

order, but I have an engagement for to-morrow of a year's standing
out of the city.
The CHAIRMAN.. You may proceed, Mr. Fort.
Mr. FORT. Mr. Pole, there has been some reference to the size of the

aggregation of banking resources in the city of New York. Is it not
true that in every major country in the world there is a concentration
of banking control and banking resources in what is called the finan-
cial capital of the nation, usually the same as the political capital,
because it is also the largest city?
Mr. POLE. I should say that that is true of the principal countries

of the world, as far as I know.
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Mr. FORT. You said this morning the banks were not purchasing
stocks. It is true, is it not, that many State banks enjoy the power
of purchasing stocks?
Mr. POLE. My reference was only to the national banks.
Mr. FORT. It is also true that many, both State and national, banks

have what is called security affiliates through which they purchase
stocks.
Mr. POLE. That is largely true.
Mr. FORT. Is it not true that some chains of banks exist in States

where banks are permitted to own directly the stock of another bank?
It know it is true in my own State and I will make that statement.
Mr. POLE. I have no information on that.
Mr. FORT. With reference to the power aggregated in groups, there

is a rumor—I do not care to name the Federal reserve district—but
there is a rumor that in one Federal reserve district in this country
two bank-stock holding companies to-day own enough banks to give
them the voting power to elect the directors of the Federal reserve
bank in that district. Do you know whether or not that is a fact?
Mr. POLE. My belief would be that it is not the fact.
Mr. FoRT. It is possible, however, under our present loose system

of permitting groups and bank-stock holding companies, is it not?
Mr. POLE. It is a potential possibility.
Mr. FORT. You have heard the rumor to which I have referred?
Mr. POLE. I have not. I think I know the locality of which you

speak.
Mr. Fowl% That, if true, would be a very serious danger, would it

not, to confer on one banking group the power to control the board
of the Federal reserve bank in any district in this country?
Mr. POLE. I rather doubt it. You know how the Federal reserve

directors of a bank are elected?
Mr. FORT. If one group could control the majority of banks in

two groups, which elect the directors, they would control, would
they not?
Mr. POLE. There might be a possibliity of such a thing.
Mr. FORT. And you would regard it as undesirable that that

condition should exist?
Mr. POLE. I would.
Mr. FORT. And, in our general consideration of this situation, Nve

should endeavor to avoid that possibility?
Mr. POLE. I think so.
Mr. Foal% I take it in the great bulk of your discussion, Mr. Pole—

which I may say parenthetically is the strongest presentation of your
position that I have seen anywhere, and is a very fine one—you are
assuming that we have the power to permit national banks to extend
their branches throughout an economic area?
Mr. POLE. Yes, Sit.
Mr. FORT. But no law we could pass could extend the jurisdiction

of State banks beyond the States in which they are chartered?
Mr. POLE. No, sir.
Mr. FORT. So your idea looks to the strengthening of the national

bank system?
Mr. POLE. That is my one thought.
Mr. FORT. Your main reasoning is that we need larger and stronger

banks? Your main desire for having the branch bank system
extended-
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Mr. POLE. I would not say that. I would say my main reason for
suggesting any change in the system is that we need stronger banks
and not necessarily larger banks.
Mr. FORT. I was using the two as almost synonymous. We do not

need stronger banks in the major cities, do we?
Mr. POLE. I would say that we do.
Mr. FORT. Still larger and stronger than the institutions known as

the National City in New York or the Continental-Commercial in
Chicago?
Mr. POLE. Not larger in the central reserve cities. I am speaking

of the country as a whole.
Mr. Fora. I am speaking of the central reserve cities. The banks

are now adequate to handle the banking needs of those communities?
Mr. POLE. As far as I know.
Mr. FORT. The aggregation—just parenthetically—the aggregation

of financial resources in New York is, in large part, due to the enor-
mous foreign balances maintained there?
Mr. POLE. You speak of "foreign" as foreign countries? The

large part 
Mr. FORT. A large part?
Mr. POLE. I think so.
Mr. FORT. It has been understood that $2,000,000,000 of foreign

money has been out on call during the last--
NI I'. WINGO. You do not mean foreign nations?
\Ir. FORT. Deposited by persons living in foreign nations.
Mr. WINGO. But you did not mean foreign governments?
Mr. FORT. No. I was in a foreign country last year where I was

told very nearly every insurance company and banking company
had all its loose money on call in New York City. If a single city is
attracting practically the entire mass of this foreign money, it might
be wise to divert as much as possible of our domestic moneys else-
where, might it not?
Mr. POLE. I think a decentralization, as far as possible, would be

advisable.
Mr. FORT. In connection with the policy you have advocated,

there is no general concurrence among the larger banks of the country,
is there?
Mr. POLE. I have not made a sufficient survey, Mr. Fort, to

answer that question.
Mr. FORT. I am not saying that that is anything against your

policy. Indeed, my own view is that we should legislate at this time
before there is any such concurrence and the resultant pressure upon
Congress.
Mr. POLE. I understand some New York banks are not expressing

themselves favorably toward a branch banking system.
Mr. FORT. But some of them are?
Mr. POLE. I know of no recent expression of opinion of a New York

Metropolitan bank in favor of rural branch banking, and I think there
are a great many others that have not expressed themselves favorably,
although, taking the metropolitan banks of the country as a whole,
I think there is a very strong feeling that some change in the system
of banking is necessary, and as far as I get it, the preponderance of
Opinion is in favor of some system of branches.
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Mr. FORT. In connection with your general idea, which is to
strengthen the country's bank systems 
Mr. POLE. Yes.
Mr. FORT. Have you given any thought to the idea of limiting the

size of the city where the central institution, which might have
branches in the country districts, could have its headquarters?
Mr. POLE. I have not given a great deal of thought to that, Mr.

Fort, and have deemed it best to leave that to the discretion of the
supervising officer under some general principle laid down by Congress.
Mr. FORT. I have noticed in your remarks that in two or three

places you speak of larger commercial banks outside of New York,
Mr. POLE. Yes.
Mr. FORT. As requiring strengthening—as desirable places to

centralize further banking power?
Mr. POLE.. Yes.
Mr. Fowl% Did you make the statement "outside of New York"

deliberately to exclude New York, or simply 
Mr. POLE. I have made no particular reference to New York.
Mr. FORT. You used that phrase two or three times.
Mr. POLE. Outside of New York, but not in that connection.

My recommendation to Congress was that branch banking should be
extended within the trade area of a city in which a bank might be
located, the effect of which would be to develop a system around the
larger metropolitan centers, including the New York City trade area.
Mr. FORT. My own opposition to branch banking legislation three

or four years ago was, in large part, based on this: Rather than to
permit banks to have a number of branches in the cities, we should
forbid branch banking in the cities, but should extend them through
the country sections. It has seemed to me—and I wonder how much
thought you have given to it—that we might prevent the concentra-
tion of banking power—which we are all afraid of—in a few hands,
by adopting your suggestion in part; not by permitting the great
metropolitan Federal reserve city banks to have branches out through
the country, but by working toward the building of stronger banks in
the cities of forty or fifty thousand, which are scattered through
practically all the States, by permitting them to have branches
throughout their trade areas.
Mr. POLE. I should answer that by stating that the area must be

large enough to permit of ample diversification.
Mr. FORT. I agree that it must be large enough for such diver-

sification.
Mr. POLE. And I doubt whether limiting it to the areas which you

suggested would in many cases enable the bank properly to diversify
its investments.
Mr. FORT. That, after all, is the problem that determines whether

a bank is sound or not—diversification of investments?
Mr. POLE. I think so.
Mr. FORT. Is there not a complete shifting of what is regarded as

good banking, or rather of banking necessity, in the last 20 years,
with the enormous growth of corporate enterprises in place of indi-
vidual enterprises?
I have seen figures somewhere as of a recent date, that only 18 per

cent of the loans of all banks were on name paper.
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Mr. POLE. I could not say as to the figures, but I know that the
loans on corporate securities have increased.
Mr. FORT. SO, the banker must know the value of the securities

that are used as collateral in connection with the loans rather than
the character of the borrower?
Mr. POLE. That is true in the metropolitan banks.
Mr. Fora. But not in the country banks?
Mr. POLE. No, sir.
Mr. FORT. Have you given any thought to the provision that is

applied customarily to insurance companies by many States, which
requires a company to have not only its capital but surplus funds
Proportioned to its capital, before it can start operations?
Mr. POLE. There is no law requiring a national bank to have a

surplus when it starts operation. As a practical matter, it is rarely
that a bank does start without 10 to 20 per cent surplus.
Mr. FORT. I am getting at that now. If that proportion were

made larger and were made mandatory, without increasing the
loaning limit of the bank, might that not tend to strengthen the
country banks?
Mr. POLE. I think that such increase would tend to strengthen

the country banks, but it would be equivalent to saying that a bank
shall commence business with a larger capital.
Mr. FORT. Except that the capital controls the loaning limit. I

am suggesting a requirement for increasing the capital funds without
increasing the individual loan limits.
Mr. POLE. I think, regardless of whether the capital funds are

expressed as capital, surplus, or profit, it would be necessary, of
course, that a fair return should be made on it. There are many
communities where banking services are urgently needed that
Perhaps could not earn a reasonable income on a larger capitalization.
Mr. FORT. Now, about your shareholders' liability: In 'some

European countries, where they have an uncalled capital system, it is
required that the stockholder cover his liability for the balance of the
call by collateral, and the uncalled capital is then subject to call by
the directors without waiting for receivership. Would not something
of that sort reinforce our stockholders' liability provisions in this
country?
Mr. POLE. I think it would reinforce the stockholders' liability

to that extent.
Mr. FORT. And in many cases would it not avoid suspension if the

directors exercised their power to call for the capital the moment
they were in trouble?
Mr. POLE. In a comparatively few cases, but not generally, I

Would say, Mr. Fort. I explained yesterday—and I think you were
not here—that if the entire assessment on capital were collected, it
Would only mean 10 cents on the dollar to creditors.
Mr. FORT. On the liability?
Mr. POLE. On the liability.
Mr. FORT. But not 10 cents on the dollar on the total amount of

the losses?
Mr. POLE. We have the right of assessing that—
Mr. Fora. But you have collected only 40 per cent?
Mr. POLE. Fifty per cent average, I think, in the cases of insol-

vencies.

11. 
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Mr. FORT. You take the view, do you not, Mr. Pole—well, I will
put it this way: It is the correct statement, is it not, that under
modern conditions, this Congress, through its control of the Federal
Reserve system, really has the power, if it sees fit, to lay down a bank-
ing code, and the States would have to follow it?

1\4r. POLE. There is no doubt in my mind that that is so.
Mr. FORT. We could do it by denying them membership in the

system and in other ways.
Mr. STEVENSON. I did not catch that last. What was it? You

stated there were a number of ways and you stated one of them.
Mr. FORT. A number of ways of forcing compliance by State

banks with any code we chose to enact.
MT. STEVENSON. I anft much obliged.
Mr. FORT. Has not one of the troubles been overpayment for the

purchase of other banks, in order to create branches—payments in
excess of value?
Mr. POLE. I know of no trouble that has arisen from that source.
MT. FORT. NO trouble?
Mr. POLE. No.
Mr. FORT. When a bank does buy a branch, through the purchase

of stock of another bank, does the comptroller's office require them
to write off everything down to the capital and surplus of the pur-
chased bank?
Mr. POLE. When a national bank purchases a State bank?
Mr. FORT. Yes.
Mr. POLE. We do not have the authority to prevent a bank

from purchasing the assets and assuming the liabilities of a State
bank, but do approve consolidations, and we are always very careful
to see that the State bank is reasonably clean before we permit the
consolidation.

Mr'. FORT. Suppose they purchased a State bank at $500 a share
value for its stock? The actual capital and surplus value of that
bank is $250 and the balance is good will. Do you require them to
write those assets down to $250 instantly?
Mr. POLE. When they purchase the assets we have nothing to say

as to the arrangement between the banks. There is nothing to pre-
vent a bank from paying for good will.
Mr. FORT. But do you allow them to carry that good will in any

form whatever?
Mr. POLE. Not in any form.
Mr. FORT. But some States still do?
Mr. POLE. I do not know that. It is not true as to national banks.
Mr. FORT. You talked somewhat concerning diversification of the

activities of modern banking, and made a very strong presentation—
that it is spread out into trust powers and security affiliates, and all the
rest of the powers that modern banks exercise. Does not that very
diversification of power, involving, as it does, through trusteeships,
the control of billions of assets in addition to the bank's own resources,
make centralization of the control of our banks an extremely dan-
gerous thing in this Nation?
Mr. POLE. It does tend, of course, to increase the responsibility of

the larger banks, because the trust business is growing tremendously.
However, with a system of branch banking, where great banks would

1
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grow up in the metropolitan centers, that it tends to decentralize
that responsibility to a very large extent.
Mr. FORT. I have only time for about one more question out of

the number I wanted to ask.
If we ever authorize the program which you suggest, or any otherof the extension of branch banking, as a practical matter can we ever

unscramble it if we do not like it afterwards? For instance, if we
Permit bank a in St. Louis to establish branches throughout its trade
area embracing a large part of the State of Missouri, once established,
there is no way that that bank, in justice to the stockholders of the
bank, can ever be unscrambled?
Mr. POLE. As a practical matter, it would be difficult.
Mr. FORT. SO it involves a very major policy which should be

settled by the Congress of the United States rather than by the dele-
gation of the authority to someone else? I mean, whether we should
have that?
Mr. POLE. I am thoroughly in accord with that.
Mr. FORT. I think, Mr. Chairman, that is all I have time to ask.

We have to adjourn in two minutes, if we have the call to-day. I am
sorry, as I have some other questions.
The ACTING CHAIRMAN (Mr. Strong in the Chair). You may

Proceed a little while longer, Mr. Fort.
Mr. FORT. Mr. Pole, in the failures that you spoke of yesterday,

I do not recall that you gave the proportion of failures between State
and national banks. Is that in any of your exhibits?
Mr. POLE. Not in any of the exhibits, but I made the statement

that it was in the ratio of approximately three to one.
Mr. FORT. In favor of which?
Mr. POLE. In favor of the national banks.
Mr. FORT. That is, the national banks were the one or the three?
Mr. POLE. The national banks were the smaller, in ratio, to the

number of banks that failed.
Mr. FORT. What is the proportion between national and State

banks throughout the country?
Mr. POLE. About 18,000 State banks and 7,500 national banks.

, Mr. FORT. Were the failures in the proportion of 3,000 State
hanks to 1,000 national banks?
Mr. POLE. Yes.
Mr. FORT. So that the failures—the percentage of failures of

Rational banks was as great as the State banks?
Mr. POLE. There wore 763 national and 4,877 State bank failures.
Mr. FORT. Now, that is what I am getting at; in other words, the

code of banking and the requirements of banking that we have set
uP for national banks, have proven more efficacious in preventing
bank failures than the general codes of the States?
Mr. POLE. By three to one.
Mr. FORT. So that we can start, in any of these proposals regarding

branch, group or chain banking, with the knowledge that one thing
that should be done for the banking systems of .the nation is to
tighten up either the supervision or the regulations or the laws
Under which the State banks operate?
Mr. POLE. That seems to be necessary.
Mr. FORT. Has the matter of the development of branch banking

g'one far enough so that it is possible for anyone to venture a guess

lbw 
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as to whether the loans made by the branches—that is to say, if
a given branch has deposits of 10 per cent of the bank's total resources
or deposits, is there any way through which, or could it be discovered
whether the depositor3 in that branch get ten per cent of the loans,
or not?
Mr. POLE. Are you including the groups of banks?
Mr. FORT. No; branches.
Mr. POLE. Yes; I should say it has gone far enough to show that.

I think the probability is that the california banks will make a
very satisfactory showing along that line. In a great many instances,
we shall find that there is far more money loaned to the community
than it furnishes in deposits, in order to stabilize conditions and
advance money to farmers, etc.
Mr. FORT. What would be a way to get at that fact statistically?
Mr. POLE. I should think the way would be to call witnesses from

either one of those banks, and I think those statistics will be right on
the tips of their fingers.
Mr. FORT. That would be very helpful. Increased capital re-

quirements would accomplish one of the purposes you have in mind,
through limiting the number of banks, and thereby reducing over-
head and increasing the possibility of profit?
Mr. POLE. Yes.
Mr. FORT. You spoke about the necessity of profit.
Mr. POLE. Limiting the number of banks but increasing the

number of banking offices would give the banks a wider opportunity
for earnings.
Mr. FORT. And, through the reduction of overhead, enable greater

profits. Now, what I have in mind is 
Mr. POLE. Per deposits, for instance.
Mr. FORT. If we have now a small community struggling to keep

three $25,000 banks going and, by making the minimum capital
limit $50,000 or $75,000—the limit of capital in such a community-
the one resulting bank would have a far better chance of profit than
the three banks now?
Mr. POLE. Undoubtedly.
Mr. FORT. And, therefore, that would, to some extent, solve

this problem?
Mr. POLE. I think to some extent. Of course, those communities

would be denied what is very helpful, namely, competitive banking
facilities, we should not have a monopoly of the banking business
even in the small communities.
Mr. FORT. If we are going to suggest the idea of permitting branch

banks all through the trade areas of such a city as St. Louis, should
not we simultaneously prevent the consolidation of banks in St. Louis.
if you are after competition through the branches?
Mr. POLE. That is a big question, Mr. Fort.
Mr. FORT. I appreciate it, but I am trying to think through these

problems. If our object in permitting branch banking through the
trade area—and I am not hostile to your proposition—if our objirt
is to produce competitive banking in the smaller towns and cities
through having the branches of two different St. Louis banks located
there, and decentralizing these resources, should we permit two St.
Louis banks having branches in those towns to consolidate in St.
Louis?

1
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Mr. POLE. I am inclined to think in that case that the natural
economic development should be permitted to find the solution to
such a problem. I should like, however, to give further consideration
to that question.
Mr. FORT. Mr. Pole, there is a great deal of belief—and I do not

know whether there is any real foundation for it; it might only be
gossip—that if the stock, market deflation had not come just about
when it did the New York banks would have been reduced to approx-
imately five or possibly four groups or individual institutions?
Mr. POLE. Through consolidations?
Mr. FORT. Through consolidations, purchases, mergers, and so

forth. I am not ordinarily afraid of large organizations, but would
You feel that we ought to, in establishing any such system of branch
banking through the trade 

areas, 
permit the banking of America,

by any chance, to get down into so few hands as that might involve?
Mr. POLE. I doubt very much if that conclition would prevail for

very many years to come.
Mr. FORT. Should we adopt machinery that would permit it ever

to prevail?
Mr. POLE. I am not prepared to go into that at this time. That is

too large a question to answer without further study.
Mr. FORT. I appreciate your desire not to commit yourself to a

Proposition until you have reached a conclusion. I would not want
to do it, if I were in your place.
In connection with this matter of setting up branch systems, chains,

or whatever they may be, through purchase or absorption of smaller
banks by larger banks, have you given any thought to the wisdom
of requiring that absorption to be by the exchange of stock and not
Permitting cash purchases?
Mr. POLE. I think that that might be quite desirable.
Mr. FORT. That would remove the incentive to speculative profit

to individual insiders of the larger banks?
Mr. POLE. I think so. Of course, the methods now used are

frequently by the exchange of stock.
Mr. FORT. They are frequently, but there is a tendency to consider

the possibility of speculative profits to be made out of the smaller
banks through a sale for cash.
Mr. POLE. That is true.
Mr. FORT. And it would, in the long run, make those purchases be

considered solely from their economic worth, if all speculative deals
could be eliminated?
Mr. POLE. Yes, sir; if they could be eliminated.
Mr. FORT. In connection with all of this, does the comptroller's

Office feel that there should be any distinction between the require-
ments for the investment of savings deposits from those of commercial
deposits?
Mr. POLE. I think that the comptroller's office has never expressed

itself on that point. However, my own opinion is that inasmuch as
banks are privileged to require of a savings depositor as much as 30
or 60 days' notice of withdrawal, occasionally the 60-day clause is
invoked, which has the effect of giving the demand depositor a pre-
ference over the savings depositor. IV17 feeling has always been that
since the banks are privileged to require 60 days' notice on savings,
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that the investment of such savings should be segregated for their
benefit.
Mr. FORT. That is my idea, plus the idea that we have educated

the American people, in some States, at least, to the idea that a
savings bank is the ultimate of responsibility, and where the word
"savings" is used, we should not allow it to be depreciated in the
public mind by the possibility of savings depositors losing their thrift
money.
Mr. POLE. I think that is a very sound theory.
Mr. FORT. Have you given any thought, in connection with this

whole thing, to the major question of security affiliates and their
propriety in connection with modern banking?
Mr. POLE. A great deal.
Mr. FORT. Have you reached a final conclusion? If not, I do not

want to ask you to express any.
Mr. POLE. I have reached the conclusion that the comptroller's

office feels that it should have some supervisory powers over affiliated
corporations.
Mr. FORT. I have not reached a final conclusion myself, but I ani

asking this question simply to develop the idea.
Mr. POLE. It is possible that had we visitorial powers, we might

suggest some legislation.
Mr. FORT. Is it customarily the fact that the affiliated corporation

does its borrowing with the bank which it has the affiliation?
Mr. POLE. I think that is sometimes true.
Mr. FORT. If it is true that modern banking is increasing in loans

on collateral, is there not, in the combination of the security affiliate
and the bank—is there not danger in that situation of using the national
bank's resources for speculation in stock—through the affiliate?
Mr. POLE. By loaning to the securities company?
MT. FORT. Yes.
Mr. POLE. Of course, the loaning limit of the national bank would

be applicable to the securities company as well as to any other
corporation or individual.
Mr. FORT. On collateral?
Mr. POLE. On collateral; yes, sir.
Mr. FORT. And that loaning limit would be proportionate to its

capital?
Mr. POLE. The capital of the national bank.
Mr. FORT. The thing that is stirring in my mind—and I do not

know that I can make it clear--is this: Is there not danger from the
consolidation of the security affiliate and the bank, in the fact that
the market value of the security affiliate is directly reflected in the
market value of the bank stock, quite a tendency psychologically, to
transform a banker into a man who considers the fluctuations of the
security market?
Mr. POLE. Of course, the bare fact that the stock of a securities

company is frequently tied up with the stock of a national bank--
the connection of course, is very close, and I think that the public
recognizes that: condition.
Mr. FORT. I do not want to talk about myself, but I happen to be

the .president of a security affiliate owned by certain insurance coin-,
palms of which I am the manager. Is there not a psychologies'
danger of the bank taking off the security affiliate's hands, perhaps,
its syndicated obligations that have not gone very fast to the publier
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Mr. POLE. It might be possible.
Mr. FORT. I have seen it happen.. You have spoken of the 10—to-1

relation between deposits and capital. In the customary accepta-
tion, that is what it is assumed to be. Is there any necessity for the
change of that proportion in the case of branch banks—either way—
any necessity or propriety?
Mr. POLE. I should regard that as a fair capital requirement.
Mr. FORT. If your theory of branch banking, through the trade

area, is adopted, do you feel that the liability of sudden withdrawals
of deposits from a bank is greater or less?
Mr. POLE. I should say that they would be infinitely less.
Mr. FORT. Therefore, it might be possible for the bank properly to

increase the total of its deposits in reference to its capital?
Mr. POLE. I would not be in favor of that. I think, as a maxi-

mum, 10 per cent of the deposit liabilities should be required as
capital funds.
Mr. FORT. Capital and surplus?
Mr. POLE. Capital and surplus; yes, sir.
Mr. FORT. I think that is all.
Mr. STEVENSON. May I ask Mr. Fort to ask just this question on

that point—whether it is contemplated in the branch banking organ-
izations, such as he refers to, .to segregate a certain amount of capital
to each branch, and allocate it so that the capital represents 
Mr. FORT. I do not think that would be possible.
Mr. POLE. That would not be my idea.
Mr. STEVENSON. My own State has that provision. It is not in

our national act.
Mr. FORT. I want to apologize for taking so much time.
The ACTING CHAIRMAN (Mr. Strong in the chair). The committee

will stand adjourned until to.morrow morning at 10.30 o'clock a. m.
(Whereupon, at 12.20 o'clock p. m., the committee adjourned until

Thursday, February 27, 1930, at 10.30 o'clock a. m.)

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Thursday, February 27, 1930.
The committee met in the committee room, Capitol Building, at

10.30 o'clock a. m., Hon. Loup T. M. cFadden (chairman) presiding.
The CHAIRMAN. The committee will Come to order.

STATEMENT OF HON. JOHN W. POLE, COMPTROLLER OF THE
CURRENCY (Resumed)

The CHAIRMAN. Mr. Pole, you have, I understand, something you
want to put into the record in response to questions that were askedof you yesterday.
Mr. POLE. Mr. Brand asked me for the earnings and expenses of

each Federal reserve bank and the franchise tax which had been paid
to the Government from 1914 to and including 1929.
MT. STRONG. IS that gross income?
Mr. POLE. Gross income and net income, and the amount of fran-

rhise tax which has been paid to the Government.
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The CHAIRMAN. Without objection, it will be placed in the record
at this point.
(There was no objection, and the statements referred to are here

printed as follows:)

Earnings and expenses of Federal reserve banks-Gross and net earnings of Federal
reserve banks, and disposition made of net earnings, 1914-1929

[Figures for each Federal reserve bank are given in Table 831

Year

Earnings Disposition of net earnings

Trans-, Franchise
ferred to tax paid to
surplus I , U. 81. Gov-

ernment

Profit (4')
or loss (-)carried
forward

Gross Net Dividends
paid

1914-15 
1916 
1917 
1918 
1919 

$2, 173, 252
5, 217, 998

16, 128,339
67, 584, 417
102, 380,583

-$141, 459
2, 750, 998
9, 579, 607
52, 716, 310
78, 367, 504

$217,
I, 742,
6,801,
5, 540,
5, 011,

463  
774  
726
684
832

$1, 134,234
48, 334, 341
70, 651, 778

$1,

2,

139, 231

703,894

922+1.008.224
+309,413
1,158. 715----------- -

1920 181, 296, 711 149, 294, 774 5, 654,018 82, 916, 014 60,724, 742 ----------
1921 122, 865, 866 82,067, 225 6, 119,673 15, 093, 086 59,974,430 ----------
1922 50, 498, 699 16, 497, 736 6, 307,035 -659,904 10,850, 605 -- ------ --
1923 50, 708, 566 12, 711, 286 6, 552,717 2, 545, 513 3,613, 056 ----------- I
1924 as, 340,449 3,718, 180 6, 682,496 -3,077,962 113,646 ----------

1925 41, 800, 706 9, 449, 066 6, 915,958 2, 473, 808 , 59,309 -----------
1926 47, 599, 595 16, 611, 745 7, 329,169 8, 464, 426 I 818, 150 ----------- •
1927 43, 024, 484 13, 048, 249 7,754,539 5,044, 119 . 249, 591 --------
1928 64, 052, 860 32, 122, 021 8, 458,463 21, 078, 899 2,584, 650 ----------
1929 70, 955, 496 36, 402, 740 9,583,912 22,836, 597 4,283, 231 -----------

Total 904, 628, 021 515, 215, 982 96,872,459 277, 433, 949 147,109, 574 -----------

Amounts paid as franchise tax for 1922 includes additional franchise tax payments for prior years with.
drawn from surplus account on December 31, 1922, as follows: For 1920, $270,389; for 1921, $3,129,673.

The CHAIRMAN. Mr. Seiberling, you are next on the list.
Mr. LETTS. I had not concluded, Mr. Chairman.
The CHAIRMAN. I beg your pardon. You had yielded to some

one.
Mr. Lrrrs. Yes; ',yielded to Mr. Fort.
The CHAIRMAN. 

I,
ery well; suppose you continue with your

questions.
Mr. LETTS. Mr. Pole, yesterday I asked you something about the

Bank of Italy and the Bancitaly Co. Do you regard the system out
there as a branch system, or is it a group system?
Mr. POLE. Branch system, sir.
Mr. LETTS. How do you distinguish between the two systems?
Mr. POLE. Between the branch and the group systems?
Mr. LETTS. Yes.
Mr. POLE. The group system is a number of individual, separately'

incorporated institutions, the stock of which is owned by a holding
corporation. A branch bank is a bank with branches located at
various points over the State, and the entire resources of the parent
bank are carried to any point where there may be a branch. These
branches are a part of the bank itself.
Mr. LETTS. To make it clear, the group system is composed of

separate identities, but the stock is controlled by one holding com-
pany-is that correct?
Mr. POLE. That is correct.
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Mr. LETTS. Would you say, then, that the system in California
is a pure branch system, or is it a mixture? Is it not true that most
of the stock, or a large part of the stock, of the Bank of Italy is held
by the Bancitaly Co.?
Mr. POLE. I am not informed as to where the stock of the Bank

of Italy is, but I think it may be chiefly held by the Trans-America
Corporation.
Mr. LETTS. Assume that some considerable part is held by either;

assume that the control is held by the Bancitaly Co. or the Trans-
America Co., would you not say that it is in effect a group system
just as much as if each of these branches were separate entities?
Mr. POLE. I would say not, because the stock of the Bank of

Italy may be held by as many as 16,000 or 20,000 different people
and in part by the Trans-America COrporation.
Mr. LETTS. I am assuming that the control is so held.
Mr. POLE. That is the control of a single bank.
Mr. LETTS. I understand, but that single bank involves the con-

sideration of many branches.
Mr. POLE. You must regard that as a single bank.
Mr. LETTS. Yes; that is true.
Mr. POLE. A single corporate entity.
Mr. LETTS. But, as to the practical effect, is it not the same as

if the branches of the Bank of Italy were separate entities controlled
by the policies of the Bancitaly Co.?
Mr. POLE. It might be said that there are some similar charac-

teristics, but different in that a bank, the stock of which is held as
a member of a group, has a separate board of directors; it has a
separate set of minutes; it has a separate set of officers and is oper-
ated to all intents and purposes as an independent unit, whereas
the Bank of Italy is a corporation in San Francisco, which has its
various offices scattered over the State, but just as much a part of
the organization as the head office itself is.
Mr. LETTS. The group system, to be effective, however, would

Place the control of the stock of the members in the holding company?
Mr. POLE. Yes; usually.
Mr. LETTS. And that places the power, the directing policy, with

that holding company?
Mr. POLE. That would not be admitted by the groups, I think.

They claim that each group is au l independent unit and acts inde-
Pendently through its local directors.
Mr. LETTS. I can see that there would be,fi, great advantage in that,

in having the policies of the members con7tfolled as far as possible by
those that are familiar with conditions in the country or community,
but that independence could only exist so long as it did not come m
conflict with the policy of the holding corporation.
Mr. POLE. It could not exist indefinitely. Of course, the board of

directors is elected by the shareholders, and if the corporation held
the majority of the shares at the annual meeting, they could elect
their own directors, who would elect their officers, and their policies
Would thereby be enforced.
Mr. LETTS. Assuming that the holding corporation buys up the

Controlling stock, it would always have the power to control the elec-
tion of directors, would it not?
Mr. POLE. Yes; undoubtedly.

ii
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Mr. LETTS. And in that way they get this power.
Mr. POLE. Yes.
Mr. LETTS. And that power could be political, as I indicated

yesterday, or it could be economic, and reach out in a great many
ways.
Mr. POLE. And be quite effective.
The CHAIRMAN. Would you yield there, Mr. Letts?
Mr. LETTS. Yes.
The CHAIRMAN. I would like to ask Mr. Pole whether there is not

an embodiment in this particular situation that you referred to of
unit banking, branch banking, chain banking, and holding company
banking?
Mr. POLE. There is in what might be called the Trans-America

group, Mr. Chairman, but I am speaking of the Bank of Italy as a
separate corporation.
The CHAIRMAN. In that you have national banks and you have

State banks.
Mr. POLE. In the Trans-America Corporation?
The CHAIRMAN. Yes; and you have international banking as well.
Mr. POLE. I am informed that that is true. Of course, I have no

means of knowing officially what the Trans-America Corporation
holds in the way of bank stocks.
The CHAIRMAN. In other words, here is an illustration of the

different forms of banking which this committee are inquiring into;
this is a typical instance where all the elements that enter into our
inquiry are embodied in one group.
Mr. POLE. Within the Trans-America Corporation?
The CHAIRMAN. Within the Trans-America Corporation.
Mr. POLE. Yes.
The CHAIRMAN. That is all.
Mr. POLE. That may be correct, but not within the Bank of Italy.

- Mr. LETTS. The point I want to make clear is this, that when we
see the Bank of Italy and its operations and its policies, we have not
seen the whole picture; we still have to go back of the screens and see
the Bancitaly Corporation or the Trans-America Co. and understand
the policies that control from those sources?
Mr. POLE. There is a picture back of the Bank of Italy, un-

doubtedly.
Mr. LETTS. You have advocated the extension of the branch-

banking system. Would you safeguard that in any way to prevent
the policies of the parent Ikank and the policies of the branches to be
controlled by an inner grou'R, somebody back of the screens, in that
manner?
Mr. POLE. I would recommend some such authority be given.
Mr. LETTS. And could that be safeguarded in some such way?
Mr. POLE. I think it would be possible to work out a plan.
Mr. LETTS. Is there any way to prevent any stockholder from

selling his stock to whom he might wish?
Mr. POLE. There is no way I know of, Mr. Congressman.
Mr. LETTS. Then a holding corporation could acquire it, if the

possessor of the stock were willing to sell?
Mr. POLE. Yes.
Mr. LETTS. So at this time at least we have that danger before us.

In other words, if there is a danger in group banking, we ought to
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avoid that danger if we are going to branch banking as a system to
be preferred.
Mr. POLE. I have suggested in my report to Congress that there

Should be given to the comptroller some supervision over these
holding corporations.
Mr. LETTS. The holding corporations are not under national

charter.
Mr. POLE. That is true.
Mr. LETTS. And so Congress could not give you that supervision.
Mr. POLE. Well, I think that in so far as they held stocks of a

national corporation, it might be possible for Congress to do so.
Mr. ',Errs. Now; just to follow that thought a little further, I am

aware of the tendencies of the times, I think toward centralization
of power, political, economic, and financial. We see it in the control
of the power resources of the country; we see it in the distribution of
foodstuffs and merchandise; is it not quite conceivable that some
very small group could control the policies of the power corporations,
such as the American Gas & Electric Co., for instance, and control
the policies of the great food distributing companies and other
merchandising corporations? Now, while you feel that the system
that you advocate, of extending branch banking, would decentralize
bankmg resources, is it not quite apparent that we are centralizing
M a very much greater degree the power to control production, to
control distribution and price, and are we not putting the consuming
Public at the mercy of a comparatively small group of persons that
May financially be able to do the very thing that I am speaking of
by uniting their forces?
Mr. POLE. Through a branch banking system?
Mr. LETTS. The control of the banking policies of the country, the

control of power, the control of the distribution of foods and all that
sort of thing always cause me to think back to the time of Roose-
velt; he became a great hero because he went out with the "big stick"
to break up combinations, which he did in the interests of the con-
suming public; and, now, are we not drifting very rapidly in the other
direction, and is it a wholesome indication?
Mr. POLE. I think, under the plans I have suggested to Congress,

that the result of the extension of the branch-banking privilege would
cause to spring up all over the country large organizations, and what
Might be termed local centralization.
Mr. LETTS. I understood that to be your recommendation.
Mr. POLE. I think it would be decentralized as far as the largest

cities of this country are concerned.
I do thing, also that consideration might be given to the question

of consolidations of these large units after they had been formed.
Mr. LETTS. And to interlock their directorates?
Mr. POLE. And to interlock their directorates. I think it is an

important phase of it. •
Mr. LETTs. I understand your thought hi that connection, but as

soon as you have decentralized by encouraging the development in
St. Louis, Kansas City, Omaha, and other places over the country,
would not some one come forward immediately and combine those
large units?
Mr. POLE. That is what I have in mind, that perhaps some restric-

tions should be put on such consolidations. Of course, that is going
on now, in the form of group banking.
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Mr. LETTS. Now; can you tell me what the fee system is that is
employed by holding companies—if I make that clear by the ques-
tion?
Mr. POLE. What the fee system is?
Mr. LETTS. Yes. I do not know that I have a clear understand-

ing of it, but I think that some such system as this prevails, that they
not only realize upon the stock of their subsidiaries which they hold,
but they charge their subsidiaries a fee for service and in that way
make the holding companies really profit-taking devices and they
can be so operated as to permit the subsidiaries to show only moderate
earnings and to make the big money flow into the holding company.
I understand that is accomplished by some kind of a fee system.
They charge for some kind of service, but what that service is I do not
know; I do not know whether it is a convenient device or just what it
is, but I would like to have some light on that.
Mr. POLE. I know of no such arrangement, Judge.
Mr. LETTS. Mr. Pole, you have advocated diversification. How is

that accomplished among the members of a group or in the branches
of a banking system? Is it by shifting the paper from one institu-
tion to another?
Mr. POLE. I think that is one way it is done among members of a

group; the sale of paper by one bank to another.
Mr. LETTS. Every bank would have a reasonable amount of paper

of this character and of the other character so as not be loaded up,
as in my part of the country, with real-estate loans entirely, or some-
thing of that kind; that would make the paper of the bank more
diversified and more liquid?
Mr. POLE. Such funds are shifted in a group system. Of course,

there is not much doubt but what the management corporate of
these groups would see to it that nothing happened to any member of
the group, and in that respect it has something of the protection of
the branch banking system.
Mr. LETTS. Now; the members of groups could be both national

banks and State banks, and be located in various States?
Mr. POLE. Yes.
Mr. LETTS. And subject to different States' laws?
Mr. POLE. Yes.
Mr. LETTS. And the Comptroller of the Currency would have

jurisdiction over some, but not over others?
Mr. POLE. Yes.
Mr. LETTS. Is that a wholesome situation?
Mr. POLE. Quite unwholesome.
MT. LETTS. Can it be corrected?
Mr. POLE. I think it can not except with difficulty. We do enter

into arrangements with the superintendents of banks of the States in
which members of a group or chain may be situated, and arrange
to examine these banks at the same time with the State authorities.
Having done that, we compare notes and arrive at our conclusions
after consultation, but it is difficult to make these arrangements.
Mr. LETTS. At least it would be possible to shift good paper from

a bank in one State to a weak bank in another State, and perhaps
from a national bank to a State bank, or the reverse of that, so that
you would not have the power to examine fully nor would a State
examiner have the necessary power to do that?
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r. POLE. That is correct. That is particularly true of the chain
banks.
Mr. LETTS. And it could be of the groups?
Mr. POLE. It could be of the groups. If we suspect anything of

that kind going on, and there are usually evidences of these things,
we arrange to take care of such a situation but it is subject to those
very difficulties to which you refer.
Mr. LETTS. And that would operate, in a group system or a chain

system, to prevent an examiner, whether from your office or from
a State department, really to find that a bank is in fact insolvent?
Mr. POLE. It might operate that way. However, in justice to

these important groups, I might say that I think the majority of
them endeavor to operate their system either under the national law
or the State law, and if they are not all under one system, when
they acquire them, they usually have it in mind to convert them so
as to operate under a single system as far as possible.
Mr. LETTS. In the conduct of banks under the group system, and

the chain system, where paper is shifted from one bank to the other,
does the bank which transfers the paper indorse it or not?
Mr. POLE. The custom is not to indorse it. However, there is

usually a moral responsibility recognized.
Mr. LETTS. But that is not a responsibility that could be enforced

in the interest of creditors?
Mr. POLE. There might be such an arrangement.
Mr. LETTS. You would have to show an agreement,.either express

or implied, in order to do that?
Mr. POLE. Yes.
Mr. LETTS. Or negotiations of some character if they did indorse?
Mr. POLE. Yes.
Mr. LETTS. Then there would be a contingent liability would

there not?
Mr. POLE. Yes.
Mr. LETTS. And what relation would that contingent liability have

to the matter of rediscounts?
Mr. POLE. That would be limited—an indorsement of that kind

Would be limited to the capital stock of the bank under section
5202. The bank could not become liable to another bank in excess
of its capital.
Mr. LETTS. Now, in these systems, is it recognized that a member

bank will have the power to reject undesirable paper that is offered
to it, or would the parent organization have power to thrust that
Paper upon the member bank?
Mr. POLE. It would have no power to thrust paper onto a bank.

It would be within the power of the bank to refuse any paper, because
it is a separate corporation and acting under a separate board of
directors, and the practice to which you refer is not at all a common
Practice except under perfectly legitimate proceedings.
Mr. LETTS. I am leading to this point: If in a system of that kind,

group system or chain system, it was found that some part of the
aYstem was going to fail, that some banks were going to fail, they
Would have the power of strengthening some and making a selection
as to which ones would fail and which would survive. In other
Words, they would be able to determine what communities would

L



70 BRANCH, CHAIN, AND GROUP BANKING

suffer the loss and what ones would gain by the manipulation, would
they not?
Mr. POLE. Technically that is correct.
Mr. LETTS. But you do not apprehend that such a thing would

happen?
Mr. POLE. As a matter of practice, I can not conceive of any mem-

ber of a group failing unless the group as a whole failed.
Mr. LETTS. That would be true of chains, but it is not neces-

sarily true of groups, is it?
Mr. POLE. Not necessarily, but it is quite likely that the group

could not permit any of its members to fail without endangering
them all.
Mr. LETTS. In other words, is it not possible that the group plan

might be a matter of convenience to the strong and result in dis-
advantage to the weak, and that applies not only to the banks but to
the communities which they serve?
Mr. POLE. Of course, the group system of banking is more or less

new. I think it has only been in effect not to exceed two years, and
nothing like that has so far developed.
Mr. LETTS. That reminds me of something I overlooked. I

intended to ask you how long the Bank of Italy has been in building
itself up to its present proportions?
Mr. POLE. Oh, 15 years. I reserve the right to correct that.
The CHAIRMAN. Will the gentlemen yield?
MT. LETTS. Yes.
The CHAIRMAN. Might I suggest that the real coming-out wily

of the Bank of Italy was at the time of the earthquake disaster in
San Francisco, in 1906?
Mr. LETTS. At any rate, it showed a very rapid development,

did it not?
Mr. POLE. Quite rapid development.
Mr. LETTS. In the examination of a branch bank, will the public

have detailed information with respect to the condition of the
branches, or will they get aggregate results of all the branches?
Mr. POLE. The statement which is issued by the Bank of Italy

exhibits the condition of the bank as a whole, without reference W
any particular branch.
Mr. LETTS. Suppose that the banks out in Iowa were in a systefl1

of that kind, a branch bank system; would it be possible for the
people to Iowa to know the real condition of the Iowa bank?
Mr. POLE. Of an individual branch?
MT. LETTS. Yes.
Mr. POLE. No, I think there would be no such information avail-

able to the public.
Mr. LETTS. Do you think there would be no occasion for it?
Mr. POLE. I do not think there would be the slightest occasion for

it. The full strength of the bank would be carried to the farthest
hamlet in Iowa.
Mr. LETTS. In your prepared statement of a few days ago, you /0

effect made a statement that a supervising bank official is always
reluctant to close a bank, and you intimated that your office operated
along that line, and that State bank supervisors naturally have the
same attitude toward State banks, and further on in your statement
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you made the statement that oftentimes supervising officials are sur-
prised that the bank has failed.
Mr. POLE. Did I say that?
Mr. LETTS. No, I am mistaken. You said that "The supervising

official may in many cases not be surprised that the bank has failed,
and the executive officers of the bank and perhaps the local board of
directors have been struggling for months or years to keep the bank
open, and the actual failure comes as a complete surprise and a shock
to the depositors, and in most cases to the shareholders who are not
officers or directors of the bank." .
That is some of your language; is it not?
Mr. POLE. Yes.
Mr. LETTS. Now, I think that is the stand taken by banking

departments, but I have never been able to see the philosophy of it.
I have seen cases where banks have been kept open, where the exam-
iner and the members of the board and the officers of the bank all
knew that the bank ought to close, and yet up to the very hour of
closing such banks took such deposits as were offered by the public.
I have seen cases where it has been found that banks ought to be
closed, and yet they were reluctant to do it and struggled along, as
you indicate here, for months or years to keep them open. Is this
fair treatment to the public?
Mr. Pole, I notice that in some part of your formal statement you

stated that your principal concern and interest is in the depositor,
but does a policy of this kind operate to the advantage of the depos-
itor? I have seen a number of little banks out in Iowa fail after they
had paid two and sometimes three assessments of 100 per cent in the
endeavor to keep the bank open, and they finally had to lose them.
Mr. POLE. Yes.
Mr. LETTS (continuing). Very much to the disadvantage of the

shareholders, and conducted in a manner that kept the public in
Ignorance of the condition, and the bank would go on accepting the
public's money, to the ruin of the depositors, and I have often won-
dered how a policy of that kind really can be justified. In other
words, why should a banking institution, when it is found by the
examiner to be weak and insolvent and unable to go ahead, not be
closed? Why is not that the fair thing to do, having in mind the
interests both of the shareholder and the public?
Mr. POLE. Of course, if a bank is found insolvent by our depart-

ment it is closed. However, banks fail through many different
causes. It may be that the assets of a bank are in the opinion of
the board of directors and in the opinion of the examiners good but
Slow. The directors will frequently come down in a body to Wash-
ington and insist that the examiner is too drastic in his classifications,
that these loans are collectible, that they understand the people ofthe community, that they know all about them and that we do not.
That means that the bank is probably in a very frozen condition, butnot insolvent. There may be an unusual demand for funds, but by
reason of the frozen condition of that bank they are unable to realize
fast enough to meet the demands and the bank has to close regardlessof the fact that it may be considered by us and by its own board of
directors as solvent, as a 

goinginquire 
institution.

Mr. LETTS. Do your examiners quire into the policies of banks,or only as to the assets of banks?
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Mr. POLE. We go into every phase of the bank's operation.
Mr. LETTS. I am unable to speak concerning national banks, but I

know the policy prevailed for many years in my State of State insti-
tutions hiring some one to run the bank who could not live on the pay
that was given him, and where he was encouraged by the directors
to take on every kind of a side line that is imaginable, to write
insurance, fire and life, to negotiate loans on land with the insurance
companies, to connect himself with some automobile agency, to the
point where in a comparatively short time he would have personal
transactions that he as a bank official must deal with and where his
opportunity for personal gain was entirely at variance with the
welfare of the institution that he represented.
In other words, say that a man wanted to buy a farm, and he wished

to borrow more than the farm could reasonably carry; he would be
permitted first to negotiate a loan with some insurance company, and
the bank official would get a commission, doing that as an individual,
and then perhaps he would tell the borrower that he did not have
security enough and that he ought to have more fire insurance, and
then he writes the fire-insurance policy and tells the borrower that he
had better carry more life insurance, and he writes that policy and
gets fees and commissions all along the line. Some customer of the
bank may be buying an automobile, and a bank official finds it
convenient to accommodate that customer at the bank if he buys the
right kind of an automobile, and all that sort of thing.
Now, is there not some way that we can protect the public against

that kind of banking?
Mr. POLE. In the course of our examinations, if we find that the

outside duties of any officer interfere with the proper conduct of the
bank, it is naturally a matter of criticism, and we try to have those
matters of criticism corrected.
Mr. LETTS. Would it not be a wholesome thing if we had something

in the law, and also in our State laws, that would prevent officials to
pass upon loans and deal with the public who may be engaged in any
business that would give them an interest which is contrary to the
welfare of the bank?
Mr. POLE. I doubt whether that would be a practical thing in a very

small bank. In the more important banks, I think that is a usual
policy.
Mr. LETTS. Mr. Chairman, that is all I have to ask at this time.

Some time later I may wish to examine Mr. Pole a little with respect
to his analysis of land depreciation in the agricultural sections of the
country, but I do not care to do that at this time, if I may have that
opportunity at some later time.
The CHAIRMAN. Yes; the members will be given a chance to do

that after we have carried out this routine.
Mr. Steagall is next.
Mr. STEAGALL. Mr. Pole, the picture drawn by Mr. Letts respect-

ing the small realizations going to depositors in insolvent banks
hardly represents the situation as applied to the national system,
does it?
Mr. POLE. The liquidation of national banks, I think the report

of insolvent division shows, is about 65 per cent.
Does that answer your question?
Mr. STEAGALL. Well, that is the average?
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Mr. POLE. Oh, yes, that is the average.
Mr. STEAGALL. SO I guess .that answers that question.
Somewhere I saw—maybe in one of your recent reports—that the

liquidations completed of national banks that were insolvent showed
a realization of 79 per cent, leaving a loss of 21 per cent on eight
hundred and some odd number of banks liquidated during the past
10 years. Is that right?
Mr. POLE. I do not carry that figure in my mind. I will be glad to

insert that in the record, Mr. Steagall.
Mr. STEAGALL. What I was attempting to do is to refresh your

memory on that point. I may be in error about it, but somewhere
in a hurried looking over of your report or something else—unless
I am confused in my recollection—I saw those figures, that the
losses in the banks where liquidation had been completed were 21
per cent. It impressed me very much. And, if that is true, 65 per
cent would not quite do justice .to the situation, would it?
Mr. POLE. On that hypothesis, you are correct.
Mr. STEAGALL. Now, since my reference to your report was made—

if it was your report—would you adhere definitely to .the statement
that only 65 per cent had been realized?
Mr. STEVENSON. Here are the exact figures. It is 70 per cent.
The CHAIRMAN. I would suggest at this point that the statement

appearing in the comptroller's report on this matter be placed in the
record, and without objection that will be done.
(There was no objection, and the excerpt referred to is reproduced

below.)
NATIONAL BANK FAILURES

During the past year receivers were appointed for 79 national banks. Of this
number, 72 were failures and 7 appointments of receivers were made in order to
enforce stock assessments necessary to be paid under contract to succeeding
institutions which purchased the assets of the bank, sold under a guarantee from
stockholders, paying creditors in full. Of the 72 actual failures, 2 were restored
to solvency, leaving 70 to be liquidated by receivers. This compares with 54
actual failures for the previous year, 2 of which were restored to solvency, and
the appointment of receivers for 7 banks to enforce stock assessments. The
capitalization of the 79 banks for which receivers were appointed during thePast year was $6,575,000, compared with the capitalization of the 61 banks for
Which receivers were appointed during the previous year of $4,135,000.
The total of assets of the 79 banks for which receivers were appointed during

the past year, including additional assets acquired after suspension, was
$62,612,500. Stock assessments in the amount of $5,440,000 had been levied as
of September 30, 1929, by the comptroller against the shareholders of these banks.
The records of the division of insolvent national banks of the comptroller's

office do not show as a failure the suspension of the First National Bank of
Lagrange, Tex., with assets of $1,213,812.02. The suspension occurred April 30,1929, and the bank remained in the hands of an examiner in charge until May
20. 1929, on which date it resumed business.
• During the past year two banks, each with assets of over $12,000,000, became
Insolvent, and the receivers were appointed. Immediately arrangements were
Made with local institutions for the purchase, at par and interest, of such of the
assets of the failed banks as were considered acceptable to the purchasing banks.
The results were that in the first institution 50 per cent was made immediately
available to its creditors, and in the second 60 per cent was immediately paid,
thus relieving the local financial situation at once. Since such sales of assets,
funds have been accumulated for payment of additional dividends of 25 per cent
to the creditors of the first-mentioned bank, who received a first dividend of 50
Per cent, and funds have been accumulated for payment of additional dividends
of 30 per cent to the creditors of the second-mentioned bank, who received a first
dividend of 60 per cent, thus assuring the payment of 75 per cent and 90 per cent,
respectively, to the creditors of these banks within 12 months after their failure.
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This new method of liquidation has been followed in several smaller failures,
and has proved most effective in relieving at once the acute financial situations
which follow bank failures.
From the date of the first failure of a national bank in the year 1865 to October

31, 1929, 1,313 national banks were placed in charge of receivers. Of this num-
ber, 72 were restored to solvency and permitted to resume business, leaving 1,241
to be administered by receivers. Of these so administered, 426 (26 less than
reported at the close of 1928) are still in process of liquidation and 815 have been
entirely liquidated and the trusts closed.
The capital of the 1,313 insolvent national banks at the date of failure was

$143,670,420. The capital of the 72 hanks that were restored to solvency was
$12,180,000. The capital of the 426 banks that are still in receiverships is
$32,524,500, and the capital of the 815 banks that have been completely liqui-
dated was $98,965,920.
The book value of the assets of the 1,241 administered receiverships, including

assets acquired after suspension, aggregated $853,993,969, in addition to which
there were levied against shareholders assessments aggregating $92,315,740.
Total collections by receivers to September 30, 1929, from these assets, including
offsets together with collections, from stock assessments, amounted to 56.01 per
cent of the total of such assets and stock assessments. The disposition of such
collections was as follows:

Collections:
Collections from assets, including offsets  $485, 442, 981
Collections from stock assessments  44, 614, 817

Total  530, 057, 798

Disposition of collections:
Dividends paid to creditors on claims proved aggregating
$464,838,227  279, 772, 948

Payments to secured and preferred creditors, including offsets
allowed and payments for the protection of assets  200, 336, 130

Payment of receivers' salaries, legal and other expenses  33, 259, 329
Cash returned to shareholders  4, 167, 798
Cash balances with the comptroller and receivers  12, 521, 593

Total  530, 057, 798

In addition to this record of distribution there were returned toshareholdersi
through their duly elected agents, assets of a book value of $16,211,624.
The 426 banks that were as of October 31, 1929, still in charge of receivers and

in process of liquidation had assets, including assets acquired subsequent to their
failure, aggregating $339,517,557. The capital of these banks was $32,524,500,
and there had been levied by the Comptroller of the Currency to September 30,
1929, stock assessments against their shareholders in the amount of $28,924,500.
The collections from these assets, including offsets, together with collections from
stock assessments, amounted to 52.24 per cent of such assets and stock assess-
ments as shown by receivers' last quarterly reports under date of September 30,
1929. The disposition of such collections was as follows:

Collections:
Collections from assets, including offsets  $178, 488, 168
Collections from stock assessments  13, 999, 442

Total   192, 487, 610

Disposition of collections:
Dividends paid to creditors on claims proved aggregating

$189,388,731 
Payments to secured and preferred creditors, including offsets 

86, 493, 085

allowed and payments for the protection of assets 
Payment of receivers' salaries, legal and other expenses  10, 799, 475
Cash returned to shareholders  

82, 323, 457

50Cash balances with comptroller and receivers  12, 5321, 05093

Total  192, 487, 610

ha.  _AJ
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From the date of the first failure of a national bank in 1865 to the close of
October 31, 1929, 887 receiverships were liquidated and the trusts closed, or the
affairs thereof restored to solvency. Included in this number are the 72 banks
restored to solvency (2 in 1929) and 103 that were liquidated during the year
1929. These 815 banks ,had assets, including assets acquired subsequent to their
failure, aggregating $514,476,412. The capital of these 815 banks was $98,965,920
and there were levied by the Comptroller of the Currency stock assessments
against their shareholders in the amount of $63,391,240. The collections from
these assets including offsets, together with collections from stock assessments
as shown by receivers' final reports amounted to 58.41 per cent of such assets
and stock assessments. The disposition of such collections was as follows:

Collections:
Collections from assets, including offsets  $306, 954, 813
Collections from stock assessments  30, 615, 375

Total   337, 570, 188

Disposition of collections:
Dividends paid to creditors on claims proved aggregating
$275,449,496  193, 279, 863

Payments to secured and preferred creditors, including offsets
allowed and payments for the protection of assets  118, 012, 673

Payment of receivers' salaries, legal and other expense  22, 459, 854
Cash returned to shareholders  3, 817, 798

Total ----------------------------------------------- 337, 570, 188
The average percentage of dividends paid on claims proved against the 815

receiverships that have been finally closed, not including the 72 restored to
solvency, which paid creditors 100 per cent, was 70.19 per cent. If offsets, loans
paid, and other disbursements were included in this calculation, the disbursements
to creditors would shqw an average of 79.13 per cent.
Expenses incident to the administration of the 815 closed trusts, such as re-

ceivers' salaries, legal and other expenses, amounted to $22,459,854. or 3.88 per
cent of the book value of the assets and stock assessments administered, or 6.65
Per cent of collections from assets and stock assessments. The assessments
against shareholders averaged 64.05 per cent of their holdings and the total
collections from such assessments as were levied were 48.29 per cent of the amount
assessed. The outstanding circulation of these closed receiverships was $38,060,-
477, secured by United States bonds on deposit with the Treasurer of the United
States of the par value of $40,506,920.

During the year ended October 31, 1929, 103 receiverships were closed in addi-
tion to which 2 banks were restored to solvency. The total assets of the 103
receiverships, including assets acquired subsequent to suspension, aggregated
$44,924,790. The capital of these banks was $5,225,000, and the total assessments
against shareholders levied by the Comptroller of the Currency aggregated
$5,225,000. The collections from these assets, including offsets, together with
collections from stock assessments as shown by receivers' final reports, amounted
to 54.72 per cent of such assets and stock assessments. The disposition of such
collections was as follows:
Collections:

Collections from assets, including offsets  $24, 911, 473
Collections from stock assessments  2, 532, 490

Total 

Disposition of collections:
Dividends paid to creditors on claims proved aggregating
$25,714,590 

Payments to secured and preferred creditors, including offsets
allowed and payments for the protection of assets 

Payment of receivers' salaries, legal and other expenses 
Cash returned to shareholders 

Total------------------------------------------------

27, 443, 963

12,653,830

12,561,313
2,224,420

4,400

27,443,963
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The average percentage of dividends paid on claims proved against the 103
receiverships that were finally closed in the year ending October 31, 1929, not
including the 2 banks restored to solvency which paid creditors 100 per cent, was
49.2 per cent. If offsets, loans paid, and other disbursements were included in
this calculation, the payment to creditors would show an average of 65.86 per
cent. Expenses incident to the administration of these 103 trusts, such as
receivers' salaries, legal, and other expenses, amounted to $2,224,420, or 4.43 per
cent of the book value of the assets and stock assessments administered, or 8.1
per cent of collections from assets and stock assessments. The assessments
against shareholders averaged 100 per cent of their holdings and the total collec-
tions from such assessments as were levied were 48.46 per cent of the amount
assessed.
The financial operations of the division of insolvent national banks from Sep-

tember 30, 1928, to September 30, 1929, were as follows:

Collections:
Cash on hand Sept. 30, 1928 $13, 158, 682
Collections during the year, including offsets  46, 802, 886

Total   59, 961, 568

Disposition of collections:
Dividends paid  28, 939, 840
Secured and preferred claims paid  15, 863, 280
Expenses paid  2, 632, 455
Returned to shareholders in cash  4, 400
Cash on hand ------------------------------------------ 12, 521, 593

Total  59, 961, 568

Mr. POLE. May I answer categorically? [Reading:]
If offsets, loans paid, and other disbursements were included in this calculation,

the payment to creditors would show an average of 65.86 per cent.

Mr. STEVENSON. I read it [reading]:

If offsets, loans paid, and other disbursements were included in this calculation
the disbursements to creditors would show an average of 79.13 per cent.

Mr. POLE. What are you reading from?
Mr. STEAGALL. That is in the report of the Comptroller of the

Currency for December, 1929. That is where I got my figures.
Since seeing this, I remember definitely where it was.
Mr. POLE. What page is that?
Mr. STEAGALL. On page 24, in the third paragraph from the

bottom of the page.
Mr. STEVENSON. That includes offsets, and the other excludes

them; that is the only difference. The actual payment in cash was
65 per cent.
Mr. POLE. I will be glad to insert the facts in the record. I think

we may assume, for the purposes of your inquiry, however, that it is
between 65 and 70 per cent.
Mr. STEAGALL. Mr. Pole, I would not fora moment attempt to put

my judgment about technical matters of this kind against yours, but
I think I was justified in the conclusion I reached from the statement
in this report. I suggest that you read it again.
Mr. WING°. If the gentleman will yield, may I read this statement

and possibly it will show where Mr. Ste agall got his idea?
On page 24 of the Report of the Comptroller of the Currency of

December 2, 1929, about the middle of the page, under that tabula-
tion of figures, there is this statement:

If offsets, loans paid, and other disbursements were included in this calcula
on the disbursements to creditors would show an average of 79.13 per cent.

a

V
a:
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Possibly that is what the gentleman from Alabama has in mind.
It illustrates the old story that you can take figures to prove anything.
Mr. STEAGALL. That statement includes everything, and means

that the creditors got 79.13 per cent.
Mr. POLE. In 815 banks which have been liquidated, 70.19 per

cent was paid to general creditors. If preferred and secured claims
are included the average would be 79.13 per cent.
Mr. STEAGALL: That is right.
Mr. POLE. And the other figure which I read has reference to the

more recent ckosing of receiverships during 1929.
Mr. STEAGALL. I am speaking of the 815 banks completely liqui-

dated out of 1,300 and some number?
Mr. POLE. Roughly, yes.
Mr. STEAGALL. The fact is, Mr. Pole, that the best standard or

guide that could be found on that question, that is to say, on the
question of the amounts realized to creditors of national banks that
are insolvent and liquidated, is the actual experience gained in
liquidations and so the record shows that national banks, insolvent
and liquidated completely, have paid 79.13 per cent.
Mr. POLE. Yes, sir.
Mr. STEAGALL. According to your report.
\ Ir. POLE. Yes.
:\ Ir. STEAGALL. Of course, that report was carefully compiled?
Mr. POLE. Yes.
Mr. STEAGALL. And is better than off-hand recollection?
Mr. POLE. Yes; of course, that includes offsets, the debtor's own

deposit as against his own loan, loans paid, and so forth. Otherwise
it v;13.uld be 70 per cent.
Mr. WINGO. May I interrupt and point out that that statement

also includes the payment of lecervers' salaries and legal and other
expenses of $22,459,854, does it not?
Mr. POLE. That is correct.
Mr. WINGO. Of course, it is fair to say upon the other side that it

included a stock assessment of $30,615,375, less cash returned to share-
holders of $3,817,798, which I suppose represented the amount of the
assessment which was in excess of the actual requirements.
Mr. POLE. That is right.
Mr. STEVENSON. But the creditors themselves got 79.13 per cent.

The man who owed $100 and had on deposit $1,000 got the offset;
he received $900.
Mr. POLE. In the course of time. In some cases it covered a

period of years.
Mr. STEAGALL. In that calculation, the expense of liquidation

amounted to 6 per cent plus, did it not?
Mr. POLE. Six per cent plus.
Mr. STEAGALL. So that my statement that the losses were only 21

per cent was correct.
Mr. STEVENSON. Will the gentleman yield?
Mr. STEAGALL. Yes.
Mr. STEVENSON. You mean the loss to the depositors, do you not?
Mr. STEAGALL. Yes. I am not talking about the stockholders.

We are talking about those who dealt with these stockholders; and we
are not worrying about them.

100136-80—pr 1-6



78 BRANCH, CHAIN, AND GROUP BANKING

I want to ask you, first, in order to refresh my own recollection,
how far back these liquidations go?
Mr. POLE. That is from the beginning of time.
Mr. STEAGALL. That is my understanding.
MT. STEVENSON. Since 1865.
Mr. STEAGALL. That is what I understood to be the fact.
Now, how much was the total loss during that time to depositors

in the banks completely liquidated?
Mr. POLE. May I supply those figures later?
MT. STEAGALL. Yes.
(The figures referred to are as follows:)
Dividends paid to creditors on claims proved, aggregating $275,449,496,

amounted to $193,279,863, showing a loss to general creditors of $82,169,633.

Mr. STEAGALL. Mr. Pole, I dislike to repeat matters that have been
discussed here extensively day before yesterday when I could not be
present. I had to attend a meeting of the hospitalization board.
I will try to avoid things that I feel sure have been covered and will
read the record on those things in the hearings later; but I want to
ask you this: There has been an increase in the number of insolvent
banks during recent years, has there not?
Mr. POLE. Quite a marked increase. I can give you the exact

figures, if you would like to have them.
Mr. STEAGALL. If they have not been inserted in the record, I

should very much like to have them. I want to avoid repetition;
but if they have not been put in, I would like to have them.
Mr. POLE. They are in the exhibit.
Mr. STEAGALL. If they are, it is not necessary to encumber the

record, and I do not desire to do that; but there has bden a large
increase.
How long has this increase existed or how long since it began?
Mr. POLE. There appeared to be rather a definite beginning,

which was about 1920, I should say.
Mr. STEAGALL. Let me ask you this: Do you mean to say there was

an increase in 1920 as compared to the entire period of national
banking experience prior to that time?
Mr. POLE. Commencing about 1920 to 1921.
Mr. STEAGALL. Yes, sir. How did the percentage of the failures

run during the years after the inauguration of the Federal reserve
system down to this period of 1920?
Mr. POLE. Before 1920—much less pronounced than since 1920.
Mr. STEAGALL. I do not believe I made myself quite clear in my

question. What I was seeking to develop in the question was this:
Whether or not there was an immediate increase of insolvencies
following the inauguration of the Federal reserve system or was
there a decrease for the first six years prior to this period of 1920, in
which you say the increase began.
Mr. POLE. I would say there was a normal number of failures UP

to 1920.
Mr. STEAGALL. And what you mean when you say a normal

number is that the national bank system moved along about as
usual?
Mr. POLE. Yes, sir.
Mr. STEAGALL. ID that regard?

11
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Mr. POLE. Yes, sir. I shall be glad to furnish detached list of
failures.

Number of bank failures each year ended June 80, 1904-1920, inclusive

State and
private 

National Total
State and
private National Total

,
1904 102 20 122 1914 96 21 117
1905 57 I 22 79 1915 110 14 124
1906 37 8 45 1916 41 13 54
1907 34 

1
7 41 1917 35 7 42

1908 132 24 156 1918 25 2 27
1909 60 9 69 1919 42 1 43
1910 28 6 34 1920 44 5 49
1911 56 3 59

994 176 1,1701912 
1913 

55 I40 •
8
6

63
46

Total 

1

Mr. STEAGALL. One of the prime purposes and thoughts back of
the enactments of the Federal reserve law was to furnish, a reservoir
and supply of credit that would make bank failures less frequent,
was it not?
Mr. POLE. I do not think that was one of the purposes of the

Federal reserve system to .make .bank failures less frequent. It was
to give banks greater latitude in their loaning power and greater
ability to serve the needs of the country. As to bank failures, I do
not think it contemplated that the Federal reserve banks would
undertake to keep the banks from becoming insolvent.
Mr. STEAGALL. No; I do not mean that it was the business of the

Federal reserve system to keep banks from becoming insolvent, but
it was my understanding always that the philosophy underlying the
Federal reserve act was that we would have a credit reservoir to which
resort could be had in time of emergency and that one of the benefits
to follow would be that a bank in distress would have somewhere to
go to get relief and tide over the period of difficulty?
Mr. POLE. It did serve such a purpose.
Mr. STEAGALL. Now, I understood you to say it did not; that

following the enactment of the Federal reserve law, things moved
along as they had and there had been no effect on the national bank
System in that regard.
Mr. POLE. If we had not had the Federal reserve system I do not

know what would have happened. There is no doubt the Federal
reserve system did render great assistance to banks which, of necessity,
would have had to go to their correspondents and there is a question
whether they could have been accommodated. The Federal reserve
funds were used quite liberally, as I am quite sure you know.
Mr. STEAGALL. That is the thought I had. I have some limited

information, I think, regarding the benefits extended by the Federal
reserve system in its early operations—cases of emergency, which,
as I have thought must have saved banks from failures in many
instances which otherwise would have gone to the wall.
Mr. POLE. The Federal reserve banks of the various districts put

many banks in funds which enabled them to stay open, whereas,
otherwise, they might have closed.
Mr. STEAGALL. It has been one of my reasons for my devotion to

the Federal reserve law, that it has granted relief in emergencies,
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so often, and, I thought, in a very helpful way. Such was true for
a while, I am sure.

Well, that brings us down to this point, that the fact that we had
this increase in failures or insolvencies certainly is not due to defects
inherent in the Federal reserve system itself?
Mr. POLE. By no means.
Mr. STEAGALL. It has grown out of conditions, whatever they may

be, that have brought about these insolvencies, notwithstanding the
relief facilities afforded by the Federul reserve banks in time of
emergencies.
Mr. POLE. That is true.
Mr. GOLDER. Will you bring out, if you please, the relationship of

the failures of the number of banks, other than member banks,
compared with State banks, during the same period?
Mr. STEAGALL. That is some information we ought to have in this

record. I suppose, in some of these reports somewhere it is to be
found. I would imagine that had been developed before now.
The CHAIRMAN. Will you yield to me?
Mr. STEAGALL. Yes, sir.
The CHAIRMAN. Can you furnish that information, Mr. Comptrol-

ler?
Mr. POLE. Yes.

• The CHAIRMAN. Then, without objection, it will be put in the record
at this point.

Number and deposits of all banks in United States I at the end of June, 1920, and
number and deposits of banks that suspended from January 1, 1921, to December

I 31, 1929

Total all
banks

Member banks

National State

NUMBER OF BANES

Total number of banks in operation at
the end of June, 1920 30, 079 8,025 1, 374

Number of banks that suspended from
Jan. 1, 1921, to Dec. 31, 1929 5, 640 763 231

Ratio of banks that suspended during
1921-1929 to total banks in operation
in June, 1920 (per cent) lb. 8 9. 5 M. 8

DEPOSITS

Total deposits of all banks in operation
at the end of June, 1920 $41,445,376, 000 17,148,231,000 $8,224, 105, 000

Deposits of banks that suspended from
Jan. 1, 1921, to Dec. 31, 1929 1,721,402, 000 355,780,000 138,450, 000

Ratio of deposits of banks that sus.
Pended (luring 1921-1929 to deposits
of all banks in operation in June, 1920
(per cent) 4.2 2. 1

Exclusive of Alaska and Island possessions (60 banks .

Nonmember
banks

816, 073, 040, 000

1, 227, 172, 000

Mr. GOLDER. Mr. Steagall was bringing out the fact that the
Federal reserve was in nowise responsible for the increase in failures
and I think if we can show an equal number of failures outside of
the-
Mr. STEAGALL. I think it properly comes in line with the sugges-

tion you made.
Mr. WING°. You mean other than member banks?
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Mr. GOLDER. Other than those connected with the Federal re-
serve system.
Mr. STEAGALL. As I remember your testimony yesterday—and I

will ask you to repeat it because there is no harm in repeating that—
what is the proportion of failures of national banks, in the national
system, as compared with the State banks?
Mr. POLE. During the period—
Mr. STEAGALL. Take the last 10-year period, since this failure

situation has been so accentuated.
Mr. POLE. There were 750 national banks against 4,700 State

banks. The ratio, in proportion to number of banks, was approxi-
mately three to one.
Mr. STEAGALL. Now, do you mean to say that the proportion—

that the failures would be about one national bank out of seven
State banks that failed?
Mr. POLE. Between six and seven. If you do not consider the

fact that there are twice as many or nearly three times as many
State banks as national banks 
Mr. STEAGALL. I am leaving that out of the first question. There

is about one national bank to six or seven State banks to fail?
Mr. POLE. Yes; about one to six or seven.
Mr. STEAGALL. What proportion of the national banks have failed

as compared to the proportion of State banks that have failed; in
other words, what percentage of the national banks have failed in
this 10-year period or 9 years or whatever it is?
Mr. POLE. Approximately 9 per cent over the 9-year period ending

1929.
Mr. STEAGALL. Here is what I am talking about: You have given

rue the percentage of the national banks that have failed as 9 per
cent. That is what I want. What per cent of the State banks have
failed during that same period?
Mr. BUSBY. I call your attention to page 4 of your first statement,

in which you have that all figured out. The answer is 71 per cent.
Mr. STEAGALL. 71 per cent? No; those figures are not right.
Mr. BUSBY. Seventy-one per cent that failed were State banks.
Mr. WINGO. That is not the question he asked.
Mr. STEAGALL. What I want to know is what per cent of the

State banks have failed?
Mr. STEVENSON. That is a very important item.
Mr. POLE. Twenty-two per cent of all State banks in existence

June 30, 1920.
Mr. STEAGALL. About twice the percentage of State banks have

failed as compared with national banks?
Mr. GOLDSBOROUGH. Will you find out at this point, what per-

centage of the banking resources failed?
Mr. STEAGALL. I am coming to that. What was the percentage

of the resources involved in the national banks that failed as com-
pared with the resources of the State banks that failed? If you can
p_ut the figures in the record—I think it would be more direct to ask,
What were the resources of the national banks that failed, and what
Were the resources of the State banks that failed.
Mr. POLE. Your former question—there were 9 per cent of the

national banks that failed over the period in question and 22 per
cent of the State banks. That is in answer to your former question.
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Mr. STEAGALL. My next question is, What were the resources of the
national banks to fail first, and next, What were the resources of the
State banks that failed?
Mr. POLE. I shall have to furnish that.
Mr. STEAGALL. Then, when you furnish the amount in dollars

and cents of resources of the national banks that failed and the
State banks that failed, in that connection give also the amount of
resources of the entire national system and the entire State system.
Mr. WINGO. And also reduced to a percentage basis in both

instances.
Mr. POLE. We have that information but I do not happen to carry

it in my head.
Mr. GOLDER. I think on page 28 you will find the requested infor-

mation in this report.
Mr. STEAGALL. Just let Mr. POLE furnish that information.
Mr. POLE. I will be glad to furnish it.
Mr. STEAGALL. Mr. Pole, we have had, this year, I believe you

said, 155 failures.
Mr. POLE. We have had 155 up to February 21. There were

three additional national-bank failures this week and several addi-
tional State banks.
Mr. STEAGALL. At that rate, how many bank failures will we have

this year?
Mr. POLE. Well, that would be about 100 a month, would it not?
Mr. WINGO. I figure, if you take the first seven weeks of the year

and continue at that ratio, it would be 1,140 for the year.
Mr. POLE. Yes.
Mr. STEAGALL. What proportion of these failures down to the

21st, I believe you said it was, are national banks? In other words,
how many national banks have failed this year up to that time?
Mr. POLE. Twenty-one.
Mr. STEAGALL. How many of these 155 were banks of less than

$100,000 capital? Have you those figures?
Mr. POLE. One hundred and thirty of them.
Mr. STEAGALL. We had two in my State of more than $100,000

this year.
Mr. POLE. I will be glad to furnish that information.

Classification of banks suspended during the period January I to February 21t
1930, according to capital stock

Number of banks with capital stock of—
Total,

all banks
National
banks

State Non
bank member

members banks
_

Less than $100,000 
$100,000 

130
8

14
4  

3 113
4

• Over $100,000 
Not available 

15
I 2  

4 1 10
2

Total 155 22 4 129

I Private banks.

Mr. WINGO. If the gentleman will yield
MT. STEAGALL. Yes.
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Mr. WINGO. The fact remains that the great bulk of failures this
year, like they have been for the last nine years—for the immediate
nine years preceding—are mostly small country banks?
Mr. POLE. Almost entirely small banks.
Mr. WINGO. That is the striking fact that I think would interest

us, that the largest part of the failures are among what you class as
country banks.
Mr. POLE. Yes.
Mr. WINGO. And very few large banks failed?
Mr. POLE. Very few.
Mr. STEAGALL. I want to ask you where these failures have

occurred, speaking geographically?
Mr. POLE. This year, you are speaking of?
Mr. STEAGALL. We are discussing now the whole thing—this nine-

year period we are talking about.
Mr. POLE. Taking the total number of banks on June 30, 1920, as

a llo(asis, in the State of Vermont, there were no failures.
In the District of Columbia there were no failures.
In the State of New Hampshire there was one failure.
In the State of New Jersey there were three failures.
In the State of Massachusetts there were six failures, or 1.3 per

cent.
In the State of Connecticut there were three failures, or 1.4 per

cent.
In the State of Maine there were three failures, or 1.9 per cent.
In the State of New York there were 26 failures, or 2.5 per cent.
In the State of Pennsylvania there were 40 failures, or 2.6 per cent.
In the State of Maryland there were 11 failures, or 3.9 per cent.
In the State of California there were 31 failures, or 4.3 per cent.
In the State of Delaware there were two failures, or 4.3 per cent.
In the State of Ohio there were 55 failures, or 4.8 per cent.
Of all the banks which were in existence in 1920 in the State of

Rhode Island three banks failed, or 6.3 per cent.
In the State of Kentucky there were 43 failures, or 7.4 per cent.
In the State of Wisconsin there were 75 failures, or 7.7 per cent.
In the State of Illinois there were 138 failures, or 8.6 per cent.
In the State of Alabama there were 32 failures, or 9.1 per cent.
In the State of Nevada there were 3 failures, or 9.1 per cent.
In the State of Virginia there were 45 failures, or 9.2 per cent.
In the State of Michigan there were 66 failures, or 9.4 per cent.
In the State of Mississippi there were 34 failures, or 9.6 per cent.
In the State of West Virginia there were 34 failures, or 10 per cent.
This is of all banks in existence, State and national, June 30, 1920.

This number has failed:
In the State of Indiana there were 115 failures, or 10.9 per cent.
In the State of Tennessee there were 66 failures, or 12.1 per cent.
In the State of Louisiana there were 34 failures, or 12.7 per cent.
In the State of Utah there were 18 failures, or 13.5 per cent.
In the State of Washington there were 56 failures, or 14.2 per cent.
In the State of Oregon there were 43 failures, or 15.5 per cent.
In the State of Kansas there were 223 failures, or 16.5 per cent.
In the State of Missouri there were 296. failures, or 17.9 per cent.
In the State of Texas there were 299 failures, or 18.9 per cent.
In the State of Arkansas there were 95 failures, or 19.5 per cent.
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In the State of North Carolina there were 125 failures, or 20.1
per cent.
In the State of Colorado there were 89 failures, or 22.1 per cent.
In the State of Minnesota there were 411 failures, or 27 per cent.
In the State of Oklahoma there were 266 failures, or 27.7 per cent.
In the State of Nebraska there were 339 failures, or 29.3 per cent.
In the State of Iowa there were 528 failures, or 29.9 per cent.
In the State of Arizona there were 27 failures, or 31 per cent.
In the State of Idaho there were 72 failures, or 32.4 per cent.
In the State of Wyoming there were 60 failures, or 30.5 per cent.
In the State of Georgia there were 319 failures, or 43.2 per cent.
In the State of Montana there were 203 failures, or 47.1 per cent.
In the State of North Dakota there were 429 failures, or 47.8 per

cent.
In the State of South Carolina there were 227 failures, or 49.2 pet

cent.
In the State of New Mexico there were 62 failures, or 50 per cset•
In the State of South Dakota there were 394 failures, or 56.8 per

cent.
In the State of Florida there were 190 failures, or 71.7 per cent,

of all the banks which were in existence June 30, 1920 to 1929,
inclusive.
Mr. STEAGALL. I do not suppose you are prepared, at the moment1

to give the figures on the last year and this year, geographically, and
if you will put them in your statement, I will be glad to have them.
Mr. POLE. These figures for the last year?
Mr. STEAGALL. For the last year; yes, sir.
Mr. POLE. I can give you them now.
Mr. STEAGALL. Very well, sir. I did not suppose you had them

on hand.
Mr. POLE. Six hundred and forty banks failed in 1929. By Fed-

eral reserve districts, none of them failed in the first district; 6 banks
failed in district No. 2, 3 banks failed in district No. 3, 14 banks failed
in district No. 4, 59 banks failed in district No. 5, 117 banks failed in
district No. 6, 93 banks failed in district No. 7, 44 banks failed in
district No. 8, 84 banks failed in district No. 9, 193 banks failed in
No. 10, 11 banks failed in No. 11, 16 banks failed in the twelfth
Federal reserve district, making a total of 640 banks.
Mr. WINGO. May I interrupt the gentleman right there?
Mr. STEAGALL. Certainly.
Mr. WINGO. In connection with these statistics, at this point, .1

want the record to carry a citation to your exhibits E and F. Exhibit
E shows that the bank suspensions during the 8-year period, 1921 to
1928, inclusive—that 88.6 per cent of those failures or suspensions were
in banks of $100,000 and less capitalization, and as to sizes of towns
in that same period, 87.7 per cent of those failures occurred in towns
of 5,000 and less in population; in other words, 88 per cent plus were
banks of $100,000 and less capitalization, and 87.7 per cent were in
towns of 5,000 and less population.
In other words, the great bulk of failures were small banks in

small towns.
Mr. POLE. That is correct.
Mr. GOLDER. I should like to ask if the principal causes of most of

these failures were loans—mortgages on land values?

a
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Mr. STEAGALL. The gentleman asks, or desires me to ask, if the
Principal cause of the failures was loans on land values. You spoke
of frozen assets and, of course, we understand to some extent, at
least, that is covered by loans on real estate or tied up in real estate.
Mr. POLE. I referred to frozen assets in the particular illustration

Which I drew at that time.
Mr. STEAGALL. Yes, Sir.
Mr. POLE. I would not say that the causes of the bank failures

are in large part, or in an important part, on account of real estate
loans or loans based on real estate. This is not the controlling
factor.
Mr. STEAGALL. Are you familiar—I am sure you are—with the

legislation passed two years ago, or about that time—I will not give
the date—in which we permitted national banks to increase the
amounts of their loans on real estate?
Mr. POLE. That was under the McFadden bill?
Mr. STEAGALL. Yes. Do you remember the increases permitted

by that act? The figures escape my mind. Some of us favored it
and some did not, but finally the legislation went through. I do
not mean to play the role of "I told you so," but I was one of those
Who did not think it was the proper thing to do.
Mr. POLE. There was no change in the law with respect to the

ftppraisals of real estate or its loaning value. There was a difference
in the length of time for which a loan on real estate might run and
the aggregate amount of loans on real estate which might be made
With respect to the savings deposits, the amendment being to allow
a bank to loan up to 50 per cent, whereas formerly it was 33% per
cent.
Mr. STEAGALL. I though the former amount was 25 per cent, but

I am sure you remember the figure better than I do.
Mr. POLE. Yes.
Mr. STEAGALL. So evidently we did not help the situation with

that legislation. Mr. Pole, as I understand you, you regard the
independent unit banking system, as compared to branch banking,
chain banking, or group banking, as the best banking system for
our country in so far as the system can function efficiently and meet
the demand for banking facilities.

Generally speaking, you think that is the banking system to be
desired? If I understand your position, you do not think that the
System, as we have it, has worked successfully and you think there
Should be some changes?
Mr. POLE. That is my recommendation to Congress.
Mr. STEAGALL. Yes; but fundamentally you regard the unit system

as the best system, do you not?
Mr. POLE. Not fundamentally. I have a sentimental attachment

for it.
Mr. STEAGALL. But so far as it is practicable, that is the system

You prefer? In other words, we want to adhere to it and get away
from it only so far as developments make it necessary to do so.
Mr. POLE. The reason I want to get away from the present rural

banking system is that it does not offer protection to the rural corn-
Munities.
Mr. STEAGALL. But you would not want to get away from it any

further than it is necessary to do so in your judgment, in order to
take care of the situation?
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Mr. POLE. If it properly took care of the situation I would be in
favor of it.
Mr. STEAGALL. Putting it bluntly, if I understand your view—

and I am not finding fault with you for that view—but you have
certain reasons for your attitude. Whether those reasons are con-
clusive I do not know, but there are some reasons for the view that
you have that the present unit banking system, in the smaller com-
munities, as manifested in our smaller banks, is defective, to say the
least, from some cause. I agree with you as to that, and it is to
remedy that that you would depart from the system, and, as I under-
stand you, only so far as necessary.
Mr. POLE. That is the basis of my recommendation.
Mr. STEAGALL. That being the case, would not this be the logical

course to follow in our legislation—the unit system being the prefer-
able plan—as you suggest, certainly for sentimental reasons among
others, it is the system to which we have been accustomed and it is
the system we have been taught to believe in and I think everybody
agrees, is preferable if it can be kept sound and practicable and made
to meet the requirements of the country—but that being true, I agree
with you in that there are defects in the present system, but the
unit system being preferable, should not we follow this course in our
legislation—that of trying, if we can, to perfect the unit system or at
least remove its defects and wherever it can be done to cure ineffi-
ciencies as far as possible and abandon the system only to the extent
that we find ourselves unable to save it and make it operate
successfully?
Mr. POLE. I would not be able to answer that question, Mr.

Steagall, unless I knew what plan you had in mind for perfecting it.
Mr. STEAGALL. I am not speaking about plans. I do not know

that I have any. I have some thought about it, but I should hesitate
to say that I have a plan to remedy a situation which is regarded as so
difficult. It might be presumptuous. I have some suggestions in
that connection which I think might be helpful. I would not say
I have a plan that would save it, but if we could eliminate the defects
and restore it I should think it the thing to do. Evidently the it
system of banking worked for many years all right, but somehow
recent developments have brought about difficulties that did not
exist for a long time, certainly difficulties out of proportion to the
difficulties encountered for a long period—if we can find these defects
and remedy them and get them out of the way, I think we might say
that we would all agree that is the preferable thing to do.
Mr. POLE. If we could make the unit system effective
Mr. STEAGALL. That is what I had in mind.
Mr. POLE. I think there would be no reason for any change.
Mr. STEAGALL. Let me ask you this: How do you account for the

increase in our difficulties in our unit banking system during this
recent period of years, since 1920, about which we have talked?
Mr. POLE. One of the important basic reasons is the fact that the

small country bank is not able to earn sufficient to take care of its
normal losses, its increasing expenses, and its diminishing business.
Mr. STEAGALL. It is a difficulty, however, that seems to have man-

ifested itself only during these recent years?
Mr. POLE. It has been accentuated since the war.
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Mr. STEAGALL. The system worked all right down to the period
about which you were talking?
Mr. POLE. I would not say so. Iwould not say that any system

is working all right with the bank failures in any circumstances run-
ning into the hundreds. I think the difficulties of earning a proper
return on invested banking capital in small communities have greatly
increased since the war, but for a number of years before the war,
there was a tendency toward diminishing opportunities for the small
bank to make earnings. The cost of operations was getting heavier
and heavier as time went on and net earnings were decreasing, so
that the trend was not in the right direction. If a bank can not earn
a fair return on its capital investment, that bank is eventually going
to fail.
Mr. STEAGALL. Of course the system which has that inherent diffi-

culty in it will bring trouble.
Mr. POLE. Undoubtedly.
Mr. STEAGALL. Now, you have answered my own thought, in my

own language. Unquestionably, generally speaking, the difficulty 
Which has brought about the increase in failures, grows out of the fact
that banks have been unable to make the proper earnings—these
banks that have failed.
Mr. POLE. Sufficient to pay its increasing operating expenses and

its losses.
Mr. STEAGALL. What has brought about that changed condition?

How do you account for their inability to make sufficient earnings?
Mr. POLE. Well, there are a great many things.
Mr. STEAGALL. Let us talk about them. That is what I wanted

you to discuss.
Mr. POLE. In the first place, rates of interest in country banks

have not increased.
Mr. STEAGALL. You mean by that, of course, the interest received

by the banks on loans?
Mr. POLE. The interest received by the banks on loans have not

increased because, in small country banks, they have, for years, been
about as high as they could very well be.
The expenses of operating banks have been materially—very

Materially—increased. The opportunities of the country banks have
diminished in that the small town has become less of a factor by
reason of the improvement in roads and the quick transportation
Which takes people to the cities.to do their business and their banking,
frequently, instead of doing it in the small town.

Heretofore, in years gone by, a commum. .ty has been more or less
independent, with its locally operated utilities, its light plants, ice
Plants, and wagon factories, and so forth, all of which have been
removed and those things have gone to the cities and now are con-
trolled by large corporations and those opportunities have been
removed.
There has been a change in corporate financing within the last 10

years. Heretofore large corporations and small corporations, simi-
larly, would borrow seasonally, whereas now they have financed
themselves through reorganization of their capital structures. That
has removed the opportunities from the banks and such things as
that have made it very difficult for a bank to stay on an even keel.

A
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Mr. STEAGALL. You would not say that the difficulty has grown
out of the inability of the banks to make loans?
Mr. POLE. No, sir; they do not have any trouble in making loans,

but they generally have to be satisfied with loans of a different
quality—
Mr. STEAGALL. That is what you mean—not that they are not able

to make loans enough, but the loans they have now are not as satis-
factory as previously?
Mr. POLE. Banks in small communities have to be satisfied with

small local loans and real-estate loans which frequently are slow and
unsatisfactory, resulting in a greater percentage of losses than in
years gone by.
Mr. STEAGALL. I remember having discussed with Mr. Williams,

who was Comptroller of the Currency, the matter of interest rates
which were being received by national banks. He issued some
stubborn orders regarding the enforcement of the law which pro-
hibited a national bank from receiving interest in excess of the law
of the State in which the bank did business, and that was back at the
time of the inauguration of the Federal reserve system.
Mr. POLE. Yes; later than that; about 1918.
Mr. STEAGALL. Mr. Williams did that in 1915. That is a matter

about which I have some recollection, because I came to Congress
that year and I remember the first time I discussed it. A bank in
my district liquidated on account of that order and paid everybody
in full, including the stockholders. Many thought it was an unreason-
able thing, but it was not. There has been no change in the interest
rates that banks receive since that order, as I have been advised.
Is not that right? So that that order fixing the limitation on interest
charges by the national banks went into effect some years prior to the
time that these increased insolvencies developed?
Mr. POLE. I think that order, Mr. Steagall, was not an important

factor in the return which a bank receives on its invested capital.
I think it had reference, as I recall it—and I do remember it very
well—as to whether or not a bank should be permitted to make a
minimum charge of $1 or 50 cents.
Mr. STEAGALL. I am speaking about the interest rates. I have

not yet reached the matter of charges on collection of checks. He
put into effect an order that the banks must observe the law. The
law did provide, long before that, that the banks should not charge
an interest rate above the interest rate charged in the State in which
it was doing business, and it had been discovered that it was violated,
and he put that order into effect in 1915.
Mr. STEVENSON. That did not affect State banks at all.
Mr. STEAGALL. No; but it did affect the national banks, all national

banks that were members of the Federal reserve system.
Mr. POLE. I would not say that that was a material factor. I do

not think the small banks generally observed it, and if they had, I do
not think it would have been an important factor.
Mr. STEAGALL. The deposits have substantially increased all

along, have they not?
Mr. POLE. They have not materially increased in the rural dis-

tricts. They have, in the metropolitan districts.
Mr. STEAGALL. But not in the rural districts?
Mr. POLE. No; not anything like the proportion of increase in the

larger centers.
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Mr. STEAGALL. You referred a moment ago to the matter of charges
that the little banks impose for the collection of checks. That right
Was taken away from the banks about—now, when was it? You
remember it better than I do.
Mr. POLE. That was when the par collection system was put

into effect by the Federal reserve banks, two or three years after
the system went into operation.
Mr. STEVENSON. About 1917.
Mr. STEAGALL. What amount of earnings did that take away?

How did that affect the situation? . That is certainly one factor
entering into this matter of the ability of these banks to make
sufficient earnings to succeed properly. 
Mr. POLE. I think it was the contention of a great many small

banks, Mr. Steagall, that it affected their earnings.
Mr. STEAGALL. That was a considerable item with the little

country banks, was it not?
Mr. POLE. It was probably a considerable item.
Mr. STEAGALL. That is what I had always thought. I have had

this statement made to me, and I do not say it is true, because I
am not sufficiently informed to pass on it, but the statement is often
made that many of these little banks get enough out of their col-
lection charges to pay their salary accounts and a big part of their
running expenses.
Mr. POLE. I think that would be. true in very few instances, and

if they did, they were probably making exorbitant charges.
Mr. STEAGALL. I think that was true in some cases. I. think that

Wherever that was the case their charges should be regulated, but
evidently the taking away of collection privileges was one of the

• things that entered into the calculation, out of which grows their
ability to make earnings. Personally, I always thought that that
right should not have been taken away from the little banks. Maybe
I was unduly sympathetic and maybe my views were not always
sound, but I thought there should be a statutory regulation of the
matter to protect the public against unfair charges but not deny
them any aid and make them do the work for nothing, which was
generally for larger banks and wholesale houses.
Mr. POLE. Yes.
Mr. STEAGALL. There is a long story in that connection with refer-

ence to the legislation which was passed, which finally gave authority
to the Federal Reserve Board to enforce its will in that matter, but I
do not care to enter into that discussion now. I wanted to ask you
this: How much—and this is a matter I should not have to ask you
about, but I do not have the figures before me—how much of the
earnings of the Federal reserve system have gone in the Federal
Treasury since the inauguration of the system?
Mr. POLE. I supplied that information for the record this morning.
Mr. STEAGALL. Did you?
Mr. POLE. Yes.
Mr. STEAGALL. Then, I will not ask you to repeat it. Of course, it

Will be true, will it not, that the small return that a member bank
receives from the Federal reserve bank, which is limited to 6 per
cent, on its stock, is one of the items. that enters into the matter of
their inability to make sufficient earnings?
Mr. POLE. I should say by no means.
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Mr. STEAGALL. You think not?
Mr. POLE. I think not. Federal reserve bank stock is one of

their securities upon which they get 6 per cent and on which the yield
is better probably than the average yield on their total investments.
Mr. STEAGALL. They have to carry, in addition to that stock
Mr. POLE. That is another matter. I am merely speaking from

the standpoint of the investment in the Federal reserve stock.
Mr. STEAGALL. In addition to that, they carry 7 per cent of their

demand deposits and 3 per cent of their time deposits
Mr. POLE. In the Federal reserve banks; that is true.
Mr. STEAGALL. And on which they get nothing?
Mr. POLE. On which they get nothing.
Mr. STEAGALL. That would be one item, or course.
Mr. POLE. Yes.
Mr. STEAGALL. And it ought to be taken into the calculation and

in connection with their earnings?
Mr. POLE. Yes; that is a consideration.
Mr. STEAGALL. That, of -course, would apply only to banks that

are members of the Federal reserve system?
Mr. POLE. Yes, sir.
Mr. STEAGALL. And our greatest failures, of course, are not in the

Federal reserve system?
Mr. POLE. The greatest number of failures are of banks not in the

Federal reserve system.
Mr. STEAGALL. However, this is true, we are striving—those of ne

who have responsibilities as legislators or otherwise—for the improve-
ment of the national banking system. Of course we would not
attempt to treat the State system as our pattern or anything like
that, and we, of course, are pleased that the national system can make%
a better showing. It has many advantages.
You discussed yesterday, with Mr. Busby, the matter of the

guarantee of deposits. I believe he suggested that an insurance
method might be advisable, but that did not appeal to your judgment.
Mr. POLE. Not at all.
Mr. STEAGALL. Would there be insurance facilities sufficient to,

meet the requirements if we should attempt to say to the national
banks of the country that they should insure their deposits?
Mr. POLE. I could not say about that.
Mr. STEAGALL. There would be at least some question about that,

would there not?
Mr. POLE. I am not informed as to what the insurance companies

can do.
Mr. STEAGALL. This difficulty would occur, however, would it not,

that if we put a law into effect now—now or six months or a year
from now—saying that all national banks must insure their deposits,
the practical effect would be to automatically close every bank that
was not able to get insurance, would it not?
Mr. POLE. I think that there are many banks over this countri

which enjoy such confidence on the part of their patrons that it
would make no difference to them whether they were insured or net;
Mr. STEAGALL. But if the law should require them to insure an°

insurance companies would not take them, they would have to g°
out of business?
Mr. POLE. Yes.
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'Mr. STEAGALL. There could be no law passed compelling insurance
companies to take them. So, the practical effect would be those
banks that were unable to pass muster before the insurance com-
panies, would have to go out of business? And in that situation,
we would not have the friendly, helpful hand of the Comptroller of
the Currency, with his constructive and sympathetic attitude in
dealing with banks, to say whether or not a national bank should
close or not, but some inexperienced representative of an insurance
company in New York would go down to South Carolina or Alabama 

iand look into a bank and decide whether t should be closed or insure
its deposits and keep open.
Mr. POLE. They would have to decide whether or not it was a

good risk. I imagine there would be a few banks whose risk they
might not care to assume.
Mr. STEAGALL. You discussed yesterday the guarantee system as

it had been attempted in certain States. I do not care to go into that
in detail. I am taking so much of your time and so much of the time
of the committee I want to hurry along, but this is true, is it not,
that the State, as a unit, would afford much weaker facilities for put-
ting into effect a guarantee system established and borne by the
banks themse es, than would be the case if the whole United States
should be m the unit and the guarantee system undertaken by
the national nks of the whole country with its vast resources; it
would necessarily, of course,. be. stronger and beetter able to under-
take that burden and responsibility. That necessarily would be ture,
would it not? I am not attempting to commit you to the idea that
they should do it. That is another matter, but certainly they would
be very much better able to do it than the weak little banks in what
some one said in one of the Senate debates—in one of our "back-
ward" States?
Mr. POLE. Yes.
Mr. STEAGALL. Of course, in that event, you would have the entire

area of the United States, and a crop failure in one State would not
pull down the whole system, which can happen in a small State unit.
You would have all the big national banking system back of it which
would, of course, make it much less hazardous and burdensome for

ithem than would be the case where t was limited to the individual
States.
Mr. PoLF.„ Are you speaking of a guarantee of the funds by the

United States Government to cover all the States and all the banks?
Mr. STEAGALL. I am speaking of a guarantee systeni patterned

after those in the States.
Mr. POLE. That would be of the National Government?
Mr. STEAGALL. If the national banks themselves attempted to

guarantee their deposits as the State.ban.ks.have attempted to guar-
antee their deposits. I am not saying it is a desirable thing. Of
course there would be a vast difference with the vast United States
as compared with the small banks of small States.
Mr. POLE. I rather doubt that for the reason that if you are going

to penalize national banks any further they might go into the State
systems.
Mr. STEAGALL. I am not talking about that phase of it.
Mr. GOLDER. What do you mean by "guaranteeing deposits"?
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Mr. STEAGALL. A guarantee system patterned after the State
systems, and their systems had—and most of them with which I
have had any acquaintance—a plan by which each bank was assessed
so much annually to set up a fund out of which to realize sufficient
to take care of depositors when the bank was closed or something like
that. As a rule it seems not to have worked well in some of the
States.
Mr. POLE. That is true.
Mr. STEAGALL. I share the view 
The CHAIRMAN. Will you yield to me?
Mr. STEAGALL. Yes.
The CHAIRMAN. I understand the State guarantee plan has failed

in every State in which it has been put into operation, and they have
discontinued it in every State except Nebraska, and Nebraska's
governor is calling a special session of the legislature now to repeal
that law.
Mr. STEAGALL. I have never had faith in the guaranty system as

the States have adopted it and I am not surprised that it has not
worked well. I am not fully informed as to how it has worked in
the various States and therefore I do not care to go into details about
that.
Mr. STEVENSON. Before you leave that point, uld you mindvitt

one question? I shall not be able to be in another o hese meetings
for a couple of weeks.
Mr. STEAGALL. I am glad to yield.
Mr. STEVENSON. On that very question yesterday the comptroller,

being asked about depositors requiring or being given security bY
banks, the comptroller expressed the opinion that it is not a sound
policy, with which I agree. But I want to ask the comptroller this:
Is it not the rule that the United States Government requires for
every one of its deposits, the bank to put up absolute security for its
money and pay interest on it?
Mr. POLE. That is true as far as the United States Government is

concerned.
Mr. STEVENSON. And we have our Government which supervises

this whole business insisting on a preferential provision for itself,
which is admittedly unsound for the other depositors. Is not that
true?
Mr. POLE. Of course every depositor in every bank is interested

in the safety of a Government deposit.
Mr. STEVENSON. To a small extent—a very small extent.
Mr. POLE. If you were to require the banks to give security to its

depositors that it would be very impracticable.
Mr. STEVENSON. It would simply force the banks to loan out ever,'

bit of their deposits in order to have the securities in order to place
the securities; in other words the bank would simply become a loaning
agency for the depositor and take the security and turn it over .o hire.
It is not a sound policy, and I have questioned, for a long time, the
justice of the United States Government stepping in here and having
an absolute preference over the small depositors when they require
absolute gilt-edged security for every deposit they make, and make
them pay interest on it.
Mr. POLE. It is the custom to secure public funds of all character'

not only the United States Government, but also municipal, State,
and county funds.
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Mr. STEVENSON. They did not use to. I have been in business tot
some 44 years, and in connection with the banking business until 15
years ago, when I got out, but they did not use to do that. They
have simply all followed the lead of Uncle Sam. Right now, all of
the States, counties, and municipalities, require securities for the
funds, but they have done it under the inspiration and example of
the United States Government.
That is all I wanted to ask and direct attention to. If the thing is

unsound, the United States Government is responsible for it, and I
think it is unfair for the strongest depositor you have got to have a
preference.
Here is man that carries $100,000 on deposits. He makes them

Put up United States bonds as security. Here, on the other hand, are
100 depositors with $1,000 each, and along comes some trouble that
breaks one of the banks. The fellow that has $100,000 on deposit and
able to lose it—he steps in and takes the cream and leaves the little
fellows with the skimmed milk. That is what happens, and it is not
right, but Uncle Sam is the author of that proposition. I do not
know when it was inaugurated, but it is wrong.
Mr. STEAGALL. I can see where the Federal Government is in a

little different category from the business man or the citizen in the
community who deposits funds. I think if I had Government de-
posits to make I would put them where I could realize on them im-
mediately, in case it was desired. .
Mr. GOLDER. Does not the ordinary depositor in the bank get the

benefit of the Government deposits? After all, the depositor goes to
the bank and borrows from the Government deposits and uses that
money in his business.
Mr. STEVENSON. But he gives 200 per cent security.
Mr. GOLDER. But if he fails—
Mr. STEVENSON. The Government does not lose anything.
Mr. SEIBERLING. I move that we proceed with the regular order.
The CHAIRMAN. Proceed, Mr. Steagall.
Mr. STEAGALL. I am willing to have the gentlemen interrupt me.

I am taking a lot of time I realize.
Mr. Pole, do you remember the Federal Reserve act as it was

Originally passed, embodied a provision providingfor the guarantee
of deposits in the member banks? Are you familiar with that pro-
'vision?
Mr. POLE. I am not.
Mr. STEAGALL. I mean as it passed the Senate?
Mr. POLE. No; I am not familiar with that.
Mr. STEAGALL. It is a fact that. the Federal reserve act, as it

originally passed the Senate, had in it a provision for the payment of
deposits on the earnings of Federal reserve banks. That provision
Was stricken out in conference. I have always felt that while we aretrying to legislate to protect the banks against one another and to set
u with p safeguards by which other people deal  banks, and while we
fire trying to take care of, as Brother Stevenson says, the Government
itself, we ought, if we could in a sound way, try to find a method of
taking care of the citizens who deposit in a bank for which the Govern-
ment assumes responsibility.
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To me it looks hard that an old lady across the country should
carry her money to town that she has saved for her old age, and get
it out of her stocking in the old trunk in the corner, and takes it to
town and sees the bank with a sign "Member of the Federal reserve
system" and "National bank, a Government depositary"—the feel-
ing is there, "This .is my great Government." The American flag
might as well be raised over that bank. She says, "Here is a safe
place for my earnings and better than out here where I might get
robbed, and I will put them there." The bank fails and she only gets
back 79 per cent—and in many cases nothing.
Mr. POLE. While it would he very desirable indeed to have the

depositors protected, Mr. Steagall, after all it is not a remedy for
preventing failures.
Mr. STEAGALL. Maybe not and maybe so, to some extent. It, is

unquestionably true, is it not, that a great many bank failures are
precipitated by a lack of confidence on the part of the depositing
clientele?
Mr. POLE. Yes; in some particular cases that is perfectly true.

That is not one of the basic causes for bank failures, however.
Mr. STEAGALL. Yes; I understand it would not remedy the inhe-

rent difficulties. We have just passed through this committee, and
it is now up in the House, a provision to punish a person who slanders
a national bank. It is recognized that an irresponsible person can
start a run on a solvent bank and precipitate a failure that vv-ould
involve the whole community and, of course, consequent loss in a
bank, because its assets have a very different value as a going con-
cern from that which it was forced into liquidation. That often
happens.
Mr. POLE. Not often, but it does happen.
Mr. STEAGALL. If it were known that the depositors would be

protected, of course that would not happen.
Mr. POLE. No; it would not happen.
Mr. STEAGALL. I wanted to ask you this, with reference to the

guaranty proposition: If the earnings of the Federal reserve banks
that accrue by reason of their operation with their member banks
had been maintained as a separate fund, they could have taken care
of all these losses to depositors in member banks and still have had
large funds to go into the Treasury as a franchise tax, could they not?
In other words, have not the Federal rds,erve banks made enough by
reason of the operations with their member banks to much more than
pay losses which have accrued finally to depositors in member banks,
and still have funds left to go into the Treasury in the form of franchise
taxes?
Mr. POLE. I think the figures will show that.
Mr. STEAGALL. If that is true, then the reason the depositor can

not get his money back is because the system in which he has deposited
it has taken a part of the assets and earnings and paid it as a tax into
the Treasury.
Mr. POLE. I do not follow you on that.
Mr. STEAGALL. The Federal reserve banks make these earnings out

of the member banks—they raise three-fourths of it on the deposits
and stock of the member banks—and operations with them and the
assets of member banks consist in larger part of their deposits.
Mr. POLE. Yes, sir.
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Mr. STEAGALL. The Federal reserve banks make something like
75 per cent of the earnings by reason of their member banks?
Mr. POLE. On discounts.
Mr. STEAGALL. And they have paid into the Treasury much more

than enough to take care of the losses to depositors and still have
money left to pay into the Treasury. Mind you, that is money that
is made out of these banks in which these deposits have been placed.
It is a part of their profits, but instead of going to protect the customers
of the banks, it goes into the Federal Treasury.
Mr. POLE. But a small proportion of those profits would go to the

banks that failed. If you distribute the profits in proportion to the
amount of reserves carried a very large proportion would go to the
city banks.
Mr. STEAGALL. Very true; and I appreciate highly what you say,

but I am only speaking of the principle involved. To me it is a
sounder thing than this proposition of insurance, or to have the
banks attempt to impose upon themselves charges out of which to
set up a fund to take care of deposits.
I do not attempt to pass on that. I recognize it is a great question

and I am open to listen to the views and arguments of men who are
better informed than I am, but I have always thought, that we should
have a guaranty system for the national banks, and that the prac-
tical and sound way to do it would be to get that fund out of the
earnings of the Federal reserve banks, the profit of the Federal re-
serve banks made by reason of their operations with the member
banks and I think it should be done.
Mr. POLE. I do not think any guarantee of deposit system would

be sound—none that I have ever heard of.
The CHAIRMAN. It IS now 1 o'clock.
Mr. STEAGALL. I would like to go along with this discussion, but

I am not going to ask Mr. Pole to come back here.
The CHAIRMAN. Mr. Pole is coming back.
Mr. STEAGALL. If I had know that I would have desisted long ago.
The CHAIRMAN. We have not, by any means, finished with Mr.

Pole.
Mr. STEAGALL. I meant I did not want to ask him to return for

Illy particular benefit. I know I am in a field that there is no haste
in finishing up.
The CHAIRMAN. There are several members of the committee who

have not had a chance to question the comptroller.
Mr. STEAGALL. I thought I was the last man, and that is the reason

I have taxed Mr. Pole and the committee so long.
The CHAIRMAN. Under our plan, we will adjourn these hearings

until next Tuesday, at 10.30 o'clock a. m.
Mr. GOLDSBOROUGH. Will Mr. Pole return on Tuesday?
The CHAIRMAN. Yes; and on Monday, the committee hag a

hearing on the Federal farm loan act, the Letts bill.
Mr. STEAGALL. I have a bill here I have introduced repeatedly,

Which represents a crude idea I had, and followed up by a practical
suggestion which was made to me by a banker in Kansas City-, a
man who impressed me very much as a very sound banker and a man
of vast information. The bill provides that the Federal reserve
banks shall distribute their earnings that accrue by reason of their
operations with their member banks, to the member banks after
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first having paid all expenses, set aside their dividends and their
surplus, and so forth—and instead of paying a franchise tax into the
Federal Treasury, covering all of it it shall go back to the banks out
of which the money was made. It has occurredto me that that item
would be helpful to these smaller banks if they could get this larger
share of the returns on their stock in the Federal reserve banks.
Mr. POLE. I would be in favor of something like that.
Mr. STEAGALL. I am very glad to hear you say that. I have a bill

here that does that particular thing. It was my own idea, but I did
not have so much confidence in it, until after having heard it discussed
so much and having a suggestion made by Mr. Goebel in Kansas
City—who helped me put that into practical form, and I have always
felt that was one piece of legislation that would be helpful to the
smaller banks—and now that you agree with me, I am stronger in
my view of it. If we are not going to guarantee deposits I think
we should give a larger share of the earnings back to these member
banks that are being strangled, and rendered unable to function
successfully.
Mr. POLE. I am in perfect accord with that.
Mr. STEAGALL. In view of that, I will ask the chairman to let me

call up the bill and get it reported favorably and let us have action
on it.
The CHAIRMAN. The committee will stand adjourned until 10.30

o'clock, a. m., Monday morning.
(Whereupon, at 1 o'clock, p. m., the committee adjourned until

Monday, March 3, 1930, at 10.30 o'clock a. m.)
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HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Tuesday, March 4, 1980.
The committee met in the committee room, Capitol Building, at

10.30 o'clock R. m., Hon. Louis T. McFadden (chairman) presiding.
The CHAIRMAN. The committee will Come to order.
Mr. Strong moved that, until further change, the hearings on

House Resolution 141, beginning March 11, 1930, be held on Tuesdays,
Wednesdays, and Fridays instead of on Tuesdays, Wednesdays, and
Thursdays as previously provided for, and the motion was agreed to.
Mr. GOODWIN. I make the motion that hearings on H. R. 7752

commence next Monday, when the proponents of the bill may be
heard, and that the hearing be continued on the following Monday,
when the opponents of the bill may be heard.
The CHAIRMAN. This is a bill proposing to amend section 5219

of the Revised Statutes, which is the statute that permits the taxa-
tion of national banks by States.
(The motion was agreed to.)
The CHAIRMAN. We will now resume the hearings on the matter

of branch, chain, and group banking. Mr. Pole is here before us
this morning.
Mr. STEAGALL. Mr. Pole, I want to ask one or two questions

Just to complete some things I had in mind and to finish some figures
I had asked you to give. I took so much time the other day that
I do not intend to prolong the discussion this morning.
The CHAIRMAN. All right.

STATEMENT OF HON. JOHN W. POLE, COMPTROLLER OF THE
CURRENCY—Resumed

Mr. STEAGALL. You gave the percentages in connection with the
liquidation of banks where liquidation had been completed, giving the
amounts realized by creditors, in our discussion at. the last. session.
I want to ask you to give the total amount., in figures, covering the
losses sustained by depositors in banks as to which liquidations had
been completed. Will you let that appear with your other figures?
Mr. POLE. I have already included that in the record.
Mr. STEAGALL. Very well; I did not know you had.
Then I want to ask you, if you have it convenient., for the same

figures with reference to State banks that are members of the Federal
reserve system and that. have been liquidated.
Mr. POLE. It might be difficult to obtain those figures. I will do

the best I can.
97
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Mr. STEAGALL. I do not want to put any undue burden on you,
but I imagine the Federal reserve banks could have that easily
accessible.
Mr. POLE. But such information with reference to the State non-

member banks are not collected by the Federal reserve.
Mr. STEAGALL. I did not make myself understood.
Mr. POLE. That information would have to be obtained from the

State superintendents.
Mr. STEAGALL. I see that I did not make myself understood. The

State banks I referred to are those which are members of the Federal
reserve system and which have been liquidated.
Mr. POLE. Including national banks?
Mr. STEAGALL. Of course, you have the national banks, but you

know that there are many liquidations of State banks that are mem-
bers of the Federal reserve system. Those liquidations are not
handled by your department, but by the State machinery, and it
occurred to me that if you do not have it the Federal reserve banks
would have the figures showing what had occurred in connection
with the discharge of the liabilities, or the amounts realized, in these
banks that are members of the Federal reserve system.
Mr. POLE. I will endeavor to obtain that.
Mr. STEAGALL. If it is convenient. I think it would fit very well

into the information we now have. The truth is that the figures
that we have would not be complete without this information. To
illustrate, I imagine that the collections in insolvent State banks are
about on a level with those realized in national banks, but I do not
know.
(The figures referred to are not available.)
Mr. STEAGALL. I wanted to ask you one other question in con-

nection with our little banks, which of course I am peculiarly interested
in.
A question they often raise is in connection with their remittances

to the Federal reserve banks and the manner in which remittances
are placed to their credit at the Federal reserve banks. What I refer
to is this: In my district, for instance, a farming district, where there
is an accentuated demand for loans and where the banks are always
loaning to the limit as a rule when crop-moving time comes, they find
it difficult to keep sufficient balances to meet the demands and they
are forever complaining, many of them, that the Federal reserve
banks do not give them immediate credit for remittances as was the
custom on the part of correspondent banks prior to the inauguration
of the Federal reserve system. As I said, they complain a great deal
about that. It has been discussed here, but I am wondering if you
have any suggestion that you could make about that that would be
helpful in that situation.
Mr. POLE. I think the plan that has been worked out by the

Federal reserve bank is in crediting to the reserve account of a member
bank only collected funds is sound. Formerly banks were usually
given credit for checks and drafts immediately upon receipt.
MT. STEAGALL. That is right.
Mr. POLE. Those drafts, however, were frequently drawn on other

cities, and very likely were collected through a circuitous method, and
it was.very likely days before the funds were actually placed to the
credit of the Federal reserve bank there, and therefore I can not
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help but feel that the present system of giving credit only as funds
are collected is a sound one.
Mr. STEAGALL. Do the Federal reserve banks apply that same

rule when the operation is reversed? Is not that out of harmony
with their rule requiring member banks to remit without charge and
thereby of course giving immediate credit to them? .
Mr. POLE. Their reserve account is not charged with those items

until the bank has had time to remit for them, so that it is properly
balanced in that respect. There is no advantage taken by the
Federal reserve bank.
Mr. STEAGALL. It is a technical matter, and I do not attempt to

say that I should sit in judgment, but I have always sympathized
with these little banks in that connection.
The CHAIRMAN. Will you yield to me?
Mr. STEAGALL. Yes.
The CHAIRMAN. Apropos of this question, my attention was called

the other day to a practice in the third Federal reserve district, which
seems rather arbitrary in this respect, where I understand that the
Federal reserve bank is insisting that all member banks shall give
them an order which permits them to charge against their account
any items at any time that they see fit so to charge.
Mr. STEAGALL. I am coming to that very situation.
The CHAIRMAN. I was wondering if you were going to cover it,

and that is the reason I raised that question.
Mr. STEAGALL. Of course, as I look at the matter, it seems to

me that it creates a situation more or less confused. Take a small-
town bank that sends a check to the Federal reserve bank. They
have got to keep books of some kind, but I do not see how they
can keep their books straight with the Federal reserve bank if the
payment of those checks is to be deferred indefinitely.
Mr. POLE. They are not deferred indefinitely. They are deferred

in accordance with a schedule which is laid down by the Federal
reserve banks, and when checks are sent to the Federal reserve bank
from a member bank, the account of the Federal reserve bank is
charged in a deferred account. When the date arrived for the
transfer from the deferred account to the reserve account, such
entry is made and the account closed. It is not complicated.
Mr. STEAGALL. Maybe that is a technical matter that is plain to

the people who understand the technicalities of banking, but I had
thought it was more or less confusing for a bank to have a check
placed in its Federal reserve bank and not get credit for it then.
I have understood that the Federal reserve bank fixes an arbitrary—
and by arbitrary I do not mean that is is unfair; I am not passing
on that—standard of dates for different distances as to which these
checks are deferred.
Mr. POLE. That is correct. Their plan is to ascertain the exact

time which it takes to reach any particular point and the remittance
returned to the bank. Pending that time, which is two days, three
days or four days, as the case may be, that item is in "float," so
that the Federal reserve bank does not take credit when it sends an
item to a bank, nor does it give credit when it receives an item from
a bank unless it is on '.the Federal reserve bank itself. In other
Words, what is known as the "float" is eliminated, and it is a system
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What would you think of that? There could not be any injustice,
in that, could there?
Mr. POLE. I would have to think that over.
Mr. STEAGALL. Mr. Pole, I had my attention called several times

lately to this kind of a stivation, and this follows what Mr. McFadden
suggested just now. There was a little bank in my district that was
closed. There has been a great deal said about the merits of that
situation, but I have no personal knowledge of it and no desire to
attempt to inject an opinion into that matter. It was a State bank
that was a member of the Federal reserve system. I have been in-
formed, on what seems to be reliable authority that that bank, with
$50,000 capital and $30,000 surplus, owed only $38,000 to the Federal
reserve bank. The bank is situated in a community that suffered
very severely last year through floods, which were absolutely unpre-
cedented in that county and in that section of the country. This
bank had, of course, in the main, farm paper. It owed the Federal
reserve bank maturities due some time around December 1. Some
weeks prior to the maturity of the paper, the bank was closed.
A customer of that bank would give a check, or give checks, which

would be cashed by the payee through another bank in this county. •
The bank that cashed the check would send it to its correspondent,
and the correspondent send it to the Federal reserve bank, and the
Federal reserve bank would send it directly to the bank upon which
it. was drawn. This bank would charge the checks to the accounts
of their customers, and surrender the checks to the customers, and
remit by cashier's check to the Federal reserve bank. In the mean-
time the bank upon which the checks were drawn was closed. The
Federal reserve bank took the balances maintained by this little
bank and applied them to their notes, which it is claimed were not
due. The Federal reserve bank then charged the checks back to the
next bank, and that bank to the original bank that paid them, and
that bank charged them back to the payees. The payees have sur-
rendered their checks; they have been marked paid.; they are in
the hands of the makers and those checks are charged to them in
their accounts tit the bank that. failed. So the payee of the check
has not. got any check, nor any credit from the bank; he is left in
mid-air.
There are several cases exactly like that. I have an editorial front

a paper published in that county, and, by the way, the, editor of that
paper is an unusual man in point of ability, and a very conservative
man. I think he could write editorials creditable to any paper in
the country. I have not that editorial with me; it is in my office,
but with the permission of the committee, I will insert it in these
hearings in connection with what. I am saying right now.
(The editorial referred to is as follows:)

[From the Samson Lodger]

HEADS I WIN, TAILS YOU LOSE

(Whatever you may think of the following thoughts, do not attribute them to
a sore editorial toe. We have not been tramkd upon beyond having some
money tied up in the banks under liquidation.—Editor.)
Some things have been brought home to us with much severity as a sequence

of the recent closing of the two old Samson banks. One of them is the apparent
fact that the laws or regulations governing banks treat the individual depositor
as having no rights whatever, while banks, especially the Federal reserve system,
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are given every consideration. In fact, consideration of certain incidents would
in our judgment lead to a conclusion that all laws had broken down and it was
a case of might making right.
Each bank affiliated with the Federal reserve system is compelled to keep

on deposit with that institution 7 per cent of its demand deposits and 3 per cent
of its time deposits. This is entirely separate and apart from collateral for any
loans the member banks may obtain from the reserve system. Of course, it is
understood that any loans granted a member bank must be secured by approxi-
mately 200 per cent face value of security.
The purpose of this reserve is supposed by laymen to be to take care of the

balances against the member bank which arise through the collection of checks
on it. Heavy interest penalties are imposed upon any bank failing to keep its
reserve up to the mark.
One would naturally- conclude that when a member bank is compelled to close

its doors, that items passing through the Federal reserve bank and which have
been charged by the failing bank to its depositors' accounts would be paid by the
Federal reserve bank from the member bank's reserve so far as the latter would
permit.
However, it doesn't work that way. If there is the slightest reason to believe

that a member bank is shaky, it is alleged that the Federal reserve bank at once
begins charging back checks on that shaky bank to the banks depositing them for
collection. It does not use the shaky bank's reserve fund, but seizes this fund as
additional protection for the loans it has made the shaky bank.

It is alleged that this has been done in the case of at least one bank for more
than a week before the tottering institution actually had to shut up. This course
meant that checks which had been drawn by Mr. A and sent to other places
might have come back, been charged to his account and a warrant drawn on the
bank's reserve fund, eight days before the bank closed up and yet the money
would not be transmitted to Mr. A's creditor.

It is well settled law, it is alleged, that in a case like this the creditor has a legal
claim against the closed bank and that he has no claim against Mr. A. But here
comes in another quirk. Mr. A wanted to transfer some funds from a bank in one
city to a bank in another city. He drew a check on a bank we will call X and de-
posited it with bank Y. Y sent it through the Federal reserve system for collec-
tion. Bank X received the check charged it to A's account and sent a remittance
order. Due to the belief that bank X was shaky, the Federal reserve charged the
check back to bank Y. Bank Y charged Mr. A's account with it with the amount
of the check.
Now you see A's predicament. He can't file a claim against bank X, because

X has deducted the check from his account. He can't file a claim against bank
Y, because that institution simply says it has not received the money. The way
A looks at it (and this is an actual case), he has simply been held up and robbed
of that much money with absolutely no redress from anyone.
(Next week we will take up another phase of "Heads I win, tails you lose,"

provided we are not in jail for this one.)

Mr. STEAGALL. Now, Mr. Pole, how does that come about? I am
reasonably sure that I have painted this picture correctly, and you
can understand how that sort of thing will beget irritation, resentment,
and an unhealthy state of mind toward the Federal reserve banks
and toward the whole banking world, and I do not think it ought to
happen. I think something ought to be done about it.
Mr. POLE. On this state of facts, it would seem that it might be a

little unfair to the customer. At the same time, I think those settle-
ments are usually made in accordance with court decisions.
Mr. STEAGALL. Let me ask you this: Would the courts uphold the

right of the Federal reserve bank to send these checks directly to this
bank that had failed for collection and, when the banks have balances
there to take care of the checks, to take those balances and apply
them to the payment of paper not due, and then charge those checks
back finally to the payee and make him lose that money? I do not
think the courts would uphold that. They may have some kind of a
contract covering such cases. Is it not regarded as negligence on the
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part of the Federal Reserve bank to send checks directly back to the
bank on which they are drawn?
Mr. POLE. You are asking legal questions based upon certain sets

of fact, which I am not prepared to answer.
Mr. STEAGALL. Maybe I should not have asked you that.
Mr. WING°. May I interrupt there? There has been a group of

complaints based upon the illustration that the gentleman from
Alabama (Mr. Steagall) has used. I thinjc it would be helpful to
the committee if the comptroller would have his counsel insert
in the record at this point spy court decision that holds that after
the drawer of a check has received it back and it has been cancelled,
that then the Federal reserve bank can go back on the indorsers and
make them liable. Of course, you can not make the drawer liable.
I would like to find some decision of some court that will hold that
what the Federal reserve bank has done in at least one instance was
legal. Of course, it was not tested in court, because the bank was
afraid to. You take the average country bank; it has no more
idea of bucking the Federal reserve bank—why, some of them are
even afraid to talk. They will talk to you confidentially, but they
are "buffaloed"; they are scared to death, most of them, and when
one case was brought to my attention I asked them, "Why do you
not sue?" The attorney said to me, "I suggested that to the board
of directors and they abhorred the very idea of getting into litigation
with the Federal reserve bank." They are in a precarious condition
now and they are afraid to protest.
Your counsel is familiar with this type of cases, and I would

like to have any court decision, either State or Federal, that has
sustained the Federal reserve bank in a proposition of this kind.
Mr. AWALT. On the basis of the facts stated by Mr. Ste.agall?
Mr. Wriino. You know the case I am talking about, where a

check was cleared through and subsequently the bank failed and the
Federal reserve bank realized on the remittance. There has been
at least one case that I know of where the Federal reserve bank went
back on the indorsers of that check, and when the first indorser went
back to the drawer, he said, "My money has been taken away from
me," and, of course, you could not bring suit against him.
The CHAIRMAN. Have you further questions?
Mr. WINGO. And I would like to have the court decisions on that

Point.
Mr. Pow. I think I understand what you want.
Mr. STEAGALL. That is the case I have in mind, and there are

numbers of those cases in this particular bank that I mentioned,
Which have been called to my attention.
The Federal reserve banks perform an enormous free service in the collection

of cheeks and naturally do not assume any liability except for their own negligence
and their guaranty of prior indorsements. Each year they collect nearly
900,000,000 checks amounting to approximately $300,000,000,000; and it would
be an intolerable burden to require them to guarantee the collection of all these
Cheeks or to absorb any loss which might be incurred without any negligence on
their part. They, therefore, act only as agents in the collection of such checks
and expressly reserve the right to send them directly to the banks on which they
are drawn and to receive remittance drafts in payment. They also reserve the
right to charge back to the account of the sending bank the amount of any check
for which payment in actually and finally collected funds is not received. Their
right to do so has been upheld in the following cases:
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Craven Chemical Co. v. Federal Reserve Bank of Richmond (C. C. A., 18 F.
(2d) 711).

Fergus County v. Federal Reserve Bank of Minneapolis (244 Pacific, 833).
Chicago, Milwaukee & St. Paul Railway Co. v. Federal Reserve Bank of San

Francisco (260 Pacific, 262).
Transcontinental Oil Co. v. Federal Reserve Bank of Minneapolis (214 N. W.

918).
The trouble with the present system is a fictitious ruling of law which is very

well established but which results in injustice. I refer to the rule, when a check
has been charged to the drawer's account, it is deemed to have been paid and the
drawer is released, even though the bank on which it is drawn fails without
actually paying anybody. This results in a loss to the innocent holder of the
check and results in the drawer of the check having his deposit in the failed
bank paid in full to the extent of such check, while other depositors have to
share the loss ratably.

Where a bank fails without remitting for checks drawn upon it the situation
necessarily results in a loss to some innocent party. In such a case the rule
of equity should apply, that, where one of two innocent parties must suffer, the
one who made the loss possible is the one to suffer. In a case such as this, the
drawer of the check made the loss possible by selecting that particular batik to
do business with; and he should suffer rather than the man who did not select
that bank as his depository. Certainly, neither the Federal reserve bank nor
any commercial bank through which the check was sent for collection should
have to suffer the loss, unless the loss resulted from its negligence.
Under modern conditions, it is a physical impossibility for all out-of-town

cheeks to be presented across the counter and collected in cash in accordance
with the old common law rules, and the present method of sending checks through
the mails to the banks on which they are drawn and accepting drafts on other
banks in payment is the only way that I know of in which the great volume of
checks now used in the United States can be collected.

For the further information of the committee, I desire to call your attention
to the fact that the practice of the Federal reserve banks in giving member
banks deferred credit for checks which can not be collected on the day they are
received by the Federal reserve banks has been upheld by the courts in the case
of Pascagoula National Bank v. Federal Reserve Bank of Atlanta, 3 Fed. (2d)
465, 269 U. S. 537, 11 Fed. (2d) 866, certiorari denied, 271 U. S. 685.

The CHAIRMAN. Mr. Seiberling.
Mr. WING°. Before you commence, may I ask Mr. Pole one ques-

tion, because I have a letter from a bank to-day that I want to answer?
What is your definition, or what would be your definition under

your proposal of a trade area for a bank? I will tell you what I have
in mind. In our country, Memphis, Kansas City, and St. Louis all
contend that Oklahoma, Arkansas, and Texas are their trade area.
Evidently you do not concur in that broad area?
Mr. POLE. No.
Mr. WixGo. What would be your definition of a trade area? In

what trade area would Arkansas be included?
Mr. POLE. The trade areas in my report to Congress were left to

the determination of Congress, as to what it considered to be the
proper trade area, upon the basis of the natural flow of business to
any metropolitan center.
Mr. WINGo. That would make Arkansas in the trade area of both

St. Louis and Kansas City.
Mr. POLE. As to how far that should reach out is a question for

consideration.
Mr. WINGO. Suppose it were left to you?
The CHAIRMAN. The thought occurs to me; might not Little Rock

be considered the center of the trade area for Arkansas?
Mr. POLE. Little Rock would naturally be the center to which

trade flowed. There would in each trade area be a point to which it
would flow naturally, a metropolitan center.
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Mr. WINGO. Do you know that from some points in my district you
can go to Kansas City or St. Louis quicker than to Little Rock, and
most of our wholesale trading and large banking is done with those
two cities. Since we are putting in the highways, we have relieved
that to a great extent, but until we developed our highway system,
Kansas City and St. Louis were nearer to us than Little Rock for
business purposes. Little Rock is growing rapidly as a trade area,
but as a matter of fact it is not a metropolitan center. Take the
wholesale trade; take the purchasers of shoes, hats, clothing, and the
marketing of hogs and cattle and cotton and things like that—they
do not go to Little Rock from my district.
Mr. POLE. Of course, Little Rock has a very definite trade area.
Mr. WINGO. Yes; Little Rock, a splendid city, has a very definite

trade area, and so has De Queen, and each town has a definite trade
area.
The CHAIRMAN. Mr. Pole, in view of the importance of this as an

integral part of your recommendation, I believe the committee would
appreciate it if you would briefly elucidate your thoughts as regards
trade areas. If you will do that I will ask that it be put into the
record at this point.
Mr. WINGO. The reason I asked you the question is that I have a

letter from a banker who states: "I am interested in knowing what
trade area my city would be put in. Would it be put in the Kansas
City or St. Louis trade area, and would my bank be taken over by a
bank in Kansas City or St. Louis?" He is figuring on the future.
I have written him what I thought was going to happen to him.
Mr. POLE. That is a very complex question, but I will be glad to

submit something to the committee on it.
(The memorandum on the subject submitted by the comptroller

is as follows:)

FURTHER DISCUSSION OF THE TERM "TRADE AREA'

ID the written statement which I read before the committee I devoted five
Paragraphs to the discussion of the question of the trade area to which I had
previously referred in my annual report to Congress. Without repeating the
Previous discussion I may say that it covered the following points:
(1) The trade area of a given city is that geographical territory which embraces

its flow of trade.
(2) Every city, no matter how small, has a trade area.
(3) A trade area sufficient to support a sound system of branch banking by it

given hank must be of sufficient area or of sufficient economic development to
Permit of the acquisition of a diversified banking business.
(4) No legislative formula has been prepared which would in itself delimit all

of such trade areas in the United States.
(5) A suggestion was made that Congress might find it advisable in determining

the actual physical !Units of the trade areas to follow a procedure similar to that
laid down in the Federal reserve act for the delitnitation of the Federal reserve
districts.
I have therefore in my previous statement to the committee covered this sub-

ject so far as the general principles are concerned. It is recognized that their
detailed application may present a multitude of practical questions many of which
we can not now foresee; that is to say, questions of boundary limits and adjust-
ments of the boundary lines between trade areas. The fundamental principle,
however, seems to Inc to be absolutely sound that city banks of sufficient ability
be permitted in a more convenient manner than is now possible to serve the people
in the trade area tributary to the city in which the bank is situated. Mr. Wingo
has raised the question of the overlapping of trade areas; that is to say, a small city
may be situated within more than one trade area. It seems to me that this does
not present a serious difficulty. It would simply mean that in such a city there
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might be branches of banks with head offices in different trade areas. This
might prove to be an advantage to such a city through increased banking compe-
tition.
As to the size of the parent bank, under such a branch banking system as I have

suggested, it seems advisable to consider the question of a minimum capitalization
as a condition precedent to the establishment of branches in the rural districts in
the trade area. In this respect discretion should be allowed the Comptroller of
the Currency to require a capitalization higher than the minimum, as he now
does with unit banks. Some trade areas are naturally more important and more
highly developed financially than others. A bank of one million capitalization
in some trade areas might be considered a large enough bank to support a branch
system, whereas in other trade areas it might be small by comparison. To sup-
port a system of branches within a trade area the bank should be of undoubted
strength and prestige in order to discharge the responsibilities which such an
undertaking entails. This situation would be met if Congress required a mini-
mum capitalization for a branch banking institution of $1,000,000. Such a pro-
vision would automatically determine, to some extent, the size of the trade area
for branch banking purposes. They would have to be large enough, at least, to
support a bank of that size.

In the exercise of his discretionary power to require a greater capital than the
minimum, the situation presented to the comptroller would be relatively the same
as it is now. Two hundred thousand dollars is the minimum capital for national
banks in large cities, but the actual capital required in some important cities is in
excess of that amount. Trade areas would vary in their financial importance in
the same manner.
Mr. Wingo, in referring to the city of Little Rock in his State, has brought out

two very important considerations bearing upon he question of the extent of
trade areas. One was that by reason of the lack of arterial highways the metro-
politan centers of Kansas City and St. Louis were more available to many por-
tions of Arkansas than Little Rock, from the standpoint of the flow of trade, but
that under a system of modern highways leading from Little Rock that city
would become a metropolitan center. This is a clear illustration that what
constitutes a given trade area is a question of fact and while it is simple enough
to define the term "trade area" by statute, it is an entirely different thing to
make a practical application of that definition. It took only a few words to
define the principle upon which the Federal reserve districts were laid out, but
it took many months of careful study and investigation by executive officials to
lay out those districts.
The following is the language from the Federal reserve act:
"The districts shall be apportioned with due regard to the convenience and

customary course of business and shall not necessarily be coterminous with any
State or States. The districts thus created may be readjusted and new districts
may from time to time be created by the Federal Reserve Board, not to exceed
12 in all. Such districts shall be known as Fedreal reserve districts and may be
designated by number."
We may, for example, say that a trade area is that geographical area which

embraces the natural flow of trade from an outlying geographical territory to
and from a metropolitan center. The term "trade," it seems to me, as Mr.
Wingo has already suggested, must embrace the wholesale as well as the retail
purchase and distribution of goods and commodities. That is to say, the trade
area must have a rather definite economic autonomy.

Having, however, arrived at this definition it seems to me that Congress could
not go much further by way of legislative enactment lest too many conditions in
the law create a system of trade areas which would lack flexibility. Some
executive agency or some agency created by Congress should actually lay out the
trade areas.

Again it seems to me that it would not b6 wise to attempt to use the population
figures as a basis for determining the principle of the selection of the metropolitan
centers of trade areas. The size of a city may be no indication of its relative
economic importance to the surrounding community. Bridgeport, Conn., with
a population of 160,000 could not be considered an independent metropolitan
center but is tributary to New York City arid is within the New York City
trade area, whereas Shreveport, La., with a population of 81,300 might be found
to be the center of a trade area of the scope above discussed.
In the discussion of the question' of the term "trade area" I have several times

used the expression that in my opinion the trade area should not be in any case
greater or more extensive than the present Federal reserve districts. In saying
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this I was attempting to lay down a general rule, the Federal reserve districts
being the largest possible regional economic areas which we have established by
law. I have no doubt it is a fact that there are many trade areas of less extent
than the Federal reserve districts. That is to say, metropolitan centers with a
definite area of wholesale and retail trade in the surrounding country but within
a Federal reserve district. I realize, however, that there are metropolitan
centers situated so near Federal reserve district lines that the surrounding trade
area embraces territory in more than one Federal reserve district. In such a
case the trade area rather than the Federal reserve district lines should govern.
Kansas City is such an example.
Again it seems to me it must be recognized that trade areas and the develop-

ment of metropolitan centers within them have come about without reference to
State lines. Very often the shape of a State may be a great influence in this
connection. For example, the State of Tennessee is long and narrow and its
three principal cities, namely, Memphis, Nashville, and Chattanooga, all have
trade areas extending into other States. The trade area of Spokane, Wash.,
extends into Idaho and Montana; of Omaha, Nebr., into Iowa and Missouri; of
Cincinnati, Ohio, into Kentucky; of Los Angeles into Arizona and Nevada; of
Pittsburgh into Ohio and West Virginia.
I wish again to emphasize the consideration that in mentioning the term 'trade

area" I am not presenting a new idea, but am suggesting that Congress avail
itself of an existing condition. The trade areas are already here. They have
grown up through years of development but are being more clearly defined under
modern conditions of communication and transportation. Metropolitan bank-
ing as it exists to-day reckons with the trade area. Rural banks in a trade area
are correspondents of the large city banks in the metropolitan center of that area.
Residents in the outlying rural communities, both business men and farmers,
transact business with such metropolitan banks. Many such inhabitants in the
outlying sections of the trade area carry their large deposit accounts with the
metropolitan bank and maintain only small balances with the small local bank.
The prosperous farmer or country merchant or manufacturer, even under present
conditions, deals directly with a metropolitan bank in his trade area with respect
to his most important financial transactions. In many cases the loaning limit of
the local bank is too small to meet his requirements, and recourse must be had to
the stronger city banks. This is particularly true as to corporations dealing in
farm commodities, lumber, mining, and the like.

Again, when an individual or a corporation in the rural districts wishes to
Purchase securities for investment recourse is had to the securities department of
the large city bank rather than to the local bank. Also, if he wishes to establish
a trust fund of any kind or to leave his estate in trust for his heirs lie goes to the
trust department of the metropolitan bank of the trade area and appoints that
bank as his trustee or executor rather than the small local bank in his particular
conununity. These two great fields of banking, namely, investment securities
and fiduciary business, are under our present banking conditions carried on almost
exclusively by the large banks in the metropolitan centers, in which respect they
serve the entire trade area. The local country bank is not in a position to offer
to its community adequate facilities as to these two types of business. Similar
examples might be mentioned as to other departments of large city banks which
also serve the entire trade area, such as the foreign department dealing in foreign
exchange and information about foreign business. It is apparent, therefore, that
the existing banking conditions in trade areas, even where no branch banking
and no group banking is in operation, are causing the cream of the banking busi-
ness to go from all points in the trade area to the central metropolitan banks,
leaving the small local bank with the smaller, less profitable, and more restricted
type of business. The small bank is not acquiring a sound diversification of
business even in its own small trade area. Here, in my opinion, is the real cause
for the failure of small banks in the rural communities, and every other local,
immediate, proximate cause which may be assigned for a given failure must be
simply regarded as a secondary cause.

It seems quite clear, therefore, that there is no hostility among the people in
the rural communities toward the large city banks in the metropolitan centers
of their respective trade areas. On the contrary, the average citizen seems,
regardless of the question of the maintenance of a local independent bank, to
Prefer to do his most responsible banking business with a distant bank of the
metropolitan type rather than with the more conveniently situated local com-
munity bank. If all of this banking business which now goes from the outlying
districts of the trade area to the 'metropolitan centers could be forced back into
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the local independent country banks the country banker might look to the future
with complacency. But that is an economic impossibility. It is the local com-
munity itself which is expressing a preference for the type of banking which the
large city bank can give.

Under the branch banking plan which I have suggested the same metropolitan
banks would take their services to these communities through a system of branches
and would afford to the entire community adequate banking facilities. In other
words the big loans as well as the small loans and the big deposits as well as the
little deposits would be made directly in the local rural community. Such a
community would also have immediate access to the securities department of the
large bank and to its trust and foreign departments in all of their ramifications.

I have therefore attempted to lay before your committee a suggestion which
would fit into the present economic trend and which would at the same time
preserve the outlying communities in the trade areas from the calamitous effect
of local bank failures.
The question has been asked by several members of this committee as to what

recommendations for legislation I would make with respect', to restrictions upon
the consolidation of branch banking systems in order to avoid the danger of
monopolistic control of banking within a trade area. In answer to this question
I wish to call attention to the statement l.made to the committee that the natural
economic development would ordinarily continue to create a competitive banking
situation within a given trade area. A banking institution must have the support
of local public opinion in order to succeed and it would seem natural that under
our system of issuing bank charters there would always spring up within a trade
area new banking institutions if there be enough business to support more than
one bank, such as certainly would be the case in any trade area large enough to
give a diversity of business sufficient to support the type of branch banking I
have suggested.
We are of course considering a possible future condition and the discussion of

the question of undue concentration of banking resources in a given trade area
under the plan of branch banking which I have suggested is necessarily academic.
However, the theoretical possibility of undue concentration must be admitted.
In the event of such branch banking legislation, how far Congress should go or
could go in attempting to guard against the possibility of a monopolistic control
of banking resources within the trade area I am not prepared definitely to recom-
mend. I shall however, attempt to discuss several aspects of this situation.
The authority which Congress has already exercised over the consolidation of a

national bank with another national bank or a national bank with a State bank
under national charter would cover only one phase of the question. If the
Comptroller of the Currency denied the application of such banks to consolidate
under national charter upon the grounds of public policy they could forthwith
consolidate or merge under State charter and Congress would thereby be deprived
of all supervision and control over the institution so far as the office of the Comp-
troller of the Currency is concerned. If the State law gave to State banks branch
banking privileges in the trade area equivalent to those granted by Congress to
the national banks the concentration of banking resources to an undue extent,
if such a thing did take place, could be had under the State law if the State as a
matter of policy permitted it. If the State bank were a member of the Federal
reserve system and if it be true that Congress has the power to impose on State
member banks of the Federal reserve system the same restrictions as to con-
solidations or mergers which may be imposed upon national banks—and I am
not prepared to offer an opinion on this legal question but leave that to the
Federal reserve authorities—there would still remain the possibility of the con-
solidation of branch systems outside of the Federal reserve system. In other
words, would not such legislation have a tendency to drive the branch banking
institutions outside of the Federal reserve system where Congress would have no
control over them?

This brings up another important question and that is the desirability of
establishing a system of branch banks which would operate solely under the
national bank law and which could not escape Federal jurisdiction and the effect
of a Federal policy by switching over to State charters. What I have in mind is
that if the trade areas were based solely upon economic considerations—such
as was done in laying out the Federal reserve districts—and State lines disre-
garded, would not that be one way of holding branch banking institutions under
Federal authority and subject to Pederal control. They would remain National
banks in order to gain the benefits of operating across State lines. There may,
however, be other means of meeting this situation which do not occur to me.

L
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Under any reasonable system, however, it may be found that there will be trade
areas entirely within the boundaries of a single State and it is not clear to me
how Congress could control consolidations in those areas where the State law had
given equal or greater branch banking powers to the State banks. In other
words, how could Congress prevent a nonmember State branch banking institu-
tion.from consolidating with another nonmember State branch banking institu-
tion under the authority of the State law?
There have already been mentioned at these hearings three other means by

Which it might be possible for banking institutions to amalgamate their interests
or otherwise attempt to eliminate competition within a trade area.
(1) The purchase of assets and the assumption of liabilities by one bank of

another;
(2) The purchase of the control through acquisition of stock by a holding

corporation; and
(3) An agreement between banks not to compete within the trade area.
I shall take these up in order. In the matter of the purchase of the assets of

a national bank or a State bank by another national bank or the purchase of
the assets of a national bank by a State bank the Comptroller of the Currency
has nothing to say. It is a matter of contract between the institutions over
Which no power of control has been conferred upon the comptroller. Under
the present state of the law the comptroller would have no way of preventing
one branch banking institution from purchasing the assets and assuming the
liabilities of anoth3r such institution within the same trade area. That con-
trol could be given by Congress and that is a matter to which I invite your
consideration.

In the matter of the acquisition of control by holding companies a much more
difficult situation is presented. It is obvious that in the absence of restrictions
to the contrary it might be within the realm of possibility for a holding coin-
Pany to acquire stock control over more than one branch banking system within
the same trade area. From a practical standpoint there would, of course, be
Many factors to be considered, such as whether it would be good business for
the holding company to attempt such control; whether the local branch system
Would be willing to enter into such an arrangement and other such questions,
growing out of the local .situation. In other words, the local conditions may
not favor such a purchase by an outside holding company. Nevertheless, the
Possibility of such control must be admitted.

This is one of the questions before this committee. It is not a situation created
by any position I have taken. It is not a future condition contingent upon the
Possible enactment of branch banking legislation. It is a present condition and
Is involved in the present group banking movement. Your conunittee will no
doubt have before it spokesmen from the leading group bank holding companies
and will obtain from them first-hand information and views which naturally I
am not in a position to give. I am not now prepared to make recommendations
to Cougress with respect to the ownership of national-bank stock or State member
bank stock by holding companies. When the committee has gotten along further
in these hearings and there has been developed more complete information with
respect to group banking I 'shall be glad to offer my further services to the
committee.
As to the third question, that of a gentlemen's agreement to eliminate competi-

tion within the trade area, such as has been mentioned by the gentleman from
South Carolina (Mr. Stevenson), I should not anticipate a general resort to any
such plan. The natural desire to build up a banking business within the trade
area would have the strongest tendency to lead all of the branch banking institu-
tions to compete for business all over the trade area. It must also be borne in
Mind that under any such national banking plan of branches .within a trade area
the Comptroler of the Currency would have the discretionary power to permit
the establishment of a branch, and I can not think that he would cooperate
With any bank in eliminating competition. But assuming the possibility of such
a scheme, it might be advisable to consider the application of the antitrust
laws in the premises. On this point, however, I am not prepared to make recom-
Mendations. The subject is new and largely hypothetical in its application to
the plan I have suggested. It might be time enough to deal with such a situation
after it may have arisen in any one particular trade area. It would always be
Within the power of Congress to deal with that situation.

The CHAIRMAN. Now, Mr. Seiberling.
100136-30—vm 1 PT 2-2
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Mr. SEIBERLING. Mr. Pole, in view of the fact that section 8 of
the Constitution of the United States provides that the Congress
shall have power—
To coin money, regulate the value thereof, and of foreign coin, and fix the

standard of weights and measures:
To provide for the punishment of counterfeiting the securities and current

coin of the United States.

And further, in section 10, that—
No State shall * * * coin money; emit bills of credit; make anything but

gold and silver coin a tender in payment of debts.

In view of this, do you think it was intended by the founders of our
Government that the National Government should have an absolute
monopoly in so far as providing a free circulating medium of the
money system of the country is concerned?
Mr. POLE. I understand the courts have so held.
Mr. SEIBERLING. Now, the importance of banking and its relation

to the happiness and contentment of the people in general is of greater
importance, is it not, than that of any other business of the country?
Mr. POLE. It is extremely important.
Mr. SEIBERLING. As a matter of fact, you can not buy milk for

your babies unless you have money or credit, can you?
Mr. POLE. Obviously.
Mr. SEIBERLING. Can you give me the total deposits in the banks

of the country at the present time?
Mr. POLE. May I set that out in the record?
Mr. SEIBERLING. Yes.
Mr. POLE. It is about $58,000,000,000. I will correct that for the

record.
Mr. SEIBERLING. Can you tell me what part of these deposits are

savings deposits and what part postal savings deposits and what
part commercial deposits?
Mr. POLE. May I insert those in the record also?
MT. SEIBERLING. Yes.
(The information referred to is incorporated below:)

Due to banks (demand balances) 
Certified and cashiers' checks (including dividend checks), and cash

letters of credit and travelers' checks outstanding 
Demand deposits (other than bank and United States):

Individual deposits subject to check  $21, 427, 747
State, county, and municipal deposits  1, 960, 543
Certificates of deposit (other than for money

borrowed)  412, 593
Other demand deposits  549,281

$3,629,

837,

197

430

Total  24,350,164
Time deposits (including postal savings):

State, county, and municipal deposits  418, 383
Deposits of other banks   • 133, 085
Other time deposits—

Deposits evidenced by savings pass books__ _ 24, 029, 247
Certificates of deposit (other than for money

borrowed)  3, 169, 073
Time deposits, open accounts; Christmas sav-

ings accounts, etc  919, 877
Postal savings deposits  117, 952

Total  28,787,617
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United States deposits (exclusive of postal savings) 286,112
Deposits not classified 20, 121

Total deposits 57,910,641

Mr. SEIBERLING. Now, in a general way, to what class of people do
these savings deposits in the banks belong?
Mr. POLE. Usually to the less affluent members of society.
Mr. SEIBERLING. They are the clerks, the workingmen, and the

farmers who have put their money in the banks, saved it for a future
emergency if it should arise?
Mr. POLE. That is right.
Mr. SEIBERLING. Now, the banking system in reality provides a

great reservoir in which those who have surplus funds deposit them
for a rate of interest which the bank is willing to pay, which gives the
bank an opportunity to lend these funds to those who have insufficient
funds for a rate of interest which the bank is willing to take, is not
that right?
Mr. POLE. Yes; subject to the limit of State law.
Mr. SEIBERLING. The banking system, therefore, in a general way

fixes the rate of interest to be paid on deposits and also, subject to
the usury laws of the various States, fixes the rate which the borrower
has to pay?
Mr. POLE. That is true, except that the interest which may be

paid on time deposits is frequently fixed by statute.
Mr. SEIBERLING. In some States.
Mr. POLE. Yes.
Mr. SEIBERLING. There are States where the banks pay no interest

on deposits at all?
Mr. POLE. I know of none.
Mr. SEIBERLING. I think there are still such banks as that.
Mr. POLE. There may be banks, but they are not all the banks of a

State.
Mr. SEIBERLING. I know, but some banks.
Mr. POLE. Possibly some banks which do not take savings.
Mr. SEIBERLING. That depends on competition, does it not, in

their localities?
Mr. POLE. Yes, there might be some few banks.
Mr. SEIBERLING. If there is only one bank in a locality, it can

decline to pay any interest to the depositors, can it not?
Mr. POLE. They would have the right to do so.
Mr. SEIBERLING. Do you look upon deposits as the raw material

of the banking system?
Mr. POLE. Yes, to an extent, if you put it that way; but the

deposits are not the property of the bank.
Mr. SEIBERLING. Is there any other business that you know of

Where the managers of the business subject to local competition pay
the prices they wish to pay for the raw material, and sell the use of
it at the price they wish to charge to the one that wants it?
Mr. POLE. Banks receive deposits and loan them under highly

competitive conditions.
Mr. SEIBERLING. I want to go into the functions which the Gov-

ermnent performs in connection with national banks. Will you tell
me some of those functions?
I have some of them here, if you want me to assist you?
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Mr. POLE. Yes, thank you.
Mr. SEIBERLING. Well, the granting of charters is one, is it not?
Mr. POLE. Yes.
Mr. SEIBERLING. And the coining and printing of money is another?
Mr. POLE. Yes.
NI r. SEIBERLING. And that is done without charge, I understand.
Mr. POLE. Yes.
Mr. SEIBERLING. Who pays for the examination of banks?
Mr. POLE. The banks themselves.
Mr. SEIBERLING. Now, as to the passing of necessary laws for the

protection of the banking system, that, of course, is a matter that
the Government has to do. The Government has also provided a
Federal reserve system for the general benefit of all member banks,
whether national or State, has it not?
Mr. POLE. Yes.
Mr. SEIBERLING. And it has to maintain the gold standard so as

to secure the stability of money for the benefit of the banks, does
it not?
Mr. POLE. That is a governmental function. _
NI r. SEIBERLING. In view of all these facts, will you say that banks

can properly be classified as quasi-public corporations?
\Ir. POLE. I Wiftlid.

SEIBERLING. Are they not more so than any other quasi-
blic corporations that you know anything about?
Mr. POLE. In my opinion; yes.
Mr. SEIBERLING. Then proper facilities for banking are of more

importance to the people as a whole than transportation of persons
and freight or the proper means of communication—for instance,
railroads, express companies, and telegraph and telephone companies?
Mr. POLE. Banks are a most important factor in our economic life.
Mr. SEIBERLING: And, while banks are privately owned the same

as other public utilities, is not the nature of their business and the
relationship of their business to the Government such that they owe
a greater duty to the people at large in the matter of service than any
class of corporations which have been mentioned, and is not this
especially true since the people themselves, by their deposits, to a
large extent furnish the money which is reloaned by the banks to
borrowers?
Mr. POLE. That is correct.
Mr. SEIBERLING. Now, the proper and regular supply of money

at reasonable rates is necessary to keep industry going and labor
employed, and to purchase the products of the farm?.
Mr. POLE. Yes.
Mr. SEIBERLING. I want to ask you a question which is somewhat

academic, but I am interested in knowing what your judgment is
about it, and that is, what percentage of the bank's objective, in
your judgment, should be service to the public and what percentage
should be profit to stockholders?
Mr. POLE. That is academic, indeed.
Mr. SEIBERLING. Should it all be for the stockholders?
Mr. POLE. No, I think that the one is necessary to the other, that

the bank which gives no service probably makes very little profit for
the stockholders, because its business is built up on service in large
part. The profit to stockholders is so important that if the return

 .1&
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were diminished to any very extraordinary extent, the chances are
that the bank stocks would not sell, people would not invest money
in bank stocks. In order to build a bank up to a point where it
becomes profitable and is able to make a return on its shares it is
necessary that that bank extend its facilities and offer every banking
service to the public.
Mr. SEIBERLING. I want to make it perfectly plain that I am a

director in the largest bank in my city, and have been for many years,
and that I am interested in the proper return for capital.
Mr. POLE. Naturally.
Mr. SEIBERLING. And I am here at all times to protect that, but I

would like to get your judgment as to what percentage the objective
of a banker should be with respect to service to his community, and
what the percentage should be with respect to profit gained for
stockholders.
Mr. POLE. Each is equally important.
Mr. SEIBERLING. Now, as to the attitude of banks and bankers to-

ward a community, they can either develop a community or can
greatly restrict it by their policy, can they not?
Mr. POLE. It is to their interest to develop the community.
Mr. SEIBERLING. Do you think it is possible for this committee or

Congress to legislate properly upon the banking system unless it has
the whole picture?
Mr. POLE. I think that it is very necessary.
Mr. SEIBERLING. You have painted a very disastrous picture as to

the small banks in the South, Southwest, and Northwest, but you
omitted to paint the rosy picture in connection with the banking
business in the metropolitan centers, especially in the East, and in
order that we may have the entire picture, I desire to insert in the
record portions of a statement which I have here, but it will be in the
form of testimony.
Do you know who Ralph B. Leonard & Co. are, of New York?
Mr. POLE. I understand they are dealers in bank stocks.
Mr. FENN. May I ask what that paper is that Mr. Seiberling has?
Mr. SEIBERLING.. I am going to state what it is.
Ralph R. Leonard & Co. are very responsible brokers, are they

not, in bank stocks?
POLE. I do not know as to their standing in New York.

M r. SEIBERLING. You have heard of them, have you?
Mr. POLE. Yes.
Mr. SEIBERLING. They have a good reputation?
Mr. POLE. As far as I know.
Mr. SEIBERLING. I want to put into your hands here a statement

put out by Ralph R. Leonard & Co. dated in January, 1930, called,
"A 5-year analysis of New York City bank stocks."

Is it not a fact that this statement shows that the 25 national
hanks in New York ('iv, in the last five years prior to December
31, 1929, paid dividends to stocksholder at an average rate for all
banks of 70 per cent for the period upon their stock?
Mr. GOLDSBOROUGH. On the par value?
Mr. SEIBERLING. Yes.
Mr. POLE. I am not informed.
Mr. SEIBERLING. I will show it to you right here. This is the

average for all of the 25 national banks.
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Mr. GoonwiN. For a 5-year period?
Mr. SEIBERLING. Yes.
Mr. POLE. According to this statement, those figures seem to be

correct.
Mr. STEAGALL. May I interrupt?
Mr. SEIBERLING. No; I do not want an interruption, because I

have listened patiently to everybody.
Mr. STEAGALL. I just wanted to ask what date that was.
Mr. SEIBERLING. I gave the date; January, 1930.
Mr. STEAGALL. That covers last year?
Mr. SEIBERLING. Yes.
Mr. STEAGALL. That is what I wanted to get. They are very

interesting figures, and I wanted to get them in my mind.
Mr. POLE. The percentage paid in dividends—
Mr. SEIBERLING. The statement gives you the average, at the

bottom of it.
Mr. POLE. Average, 70 per cent.
Mr. SEIBERLING. That is for the 5-year period. If you want to get

the average paid per year, you divide that average by five.
Mr. POLE. Where does it say it is for the 5-year period?
Mr. SEIBERLING. On the front.
Mr. POLE. I see. Of course, I am not familiar with this.
Mr. SEIBERLING. You have your detailed earnings there for five

years.
Mr. POLE. Yes.
Mr. SEIBERLING. But before that you have the average dividend

for the period.
Mr. POLE. I see.
Mr. SEIBERLING. Now during the year 1929—and I am speaking

now of just the year 1929—these 25 national banks increased their
surplus and undivided profits account to the extent of $139,005,500,
in addition to an average dividend of $16 per share on the capital stock.
That is in the column marked "Average."
Mr. POLE. Yes, the average current rate of dividend was $16.
Mr. SEIBERLING. That does not take into account any stock

dividends declared during the entire period of five years and charged
against surplus acconut. There were some, but I can not pick out
the banks now. That does not take that into account.
Mr. POLE. In a good many instances.
Mr. SIEBERLING. Now, during the same five years ended Decem-

ber 31, 1929, the 34 trust companies paid an average dividend for the
period of 61 per cent of the par value of their capital stock, did they
not?
Mr. POLE. According to this statement; yes.
Mr. SEIBERLING. During the year 1929—and I am speaking now

only of the year 1929—the same trust companies increased their
surplus and undivided profit account to the extent of $587,966,300,
did they not?
Mr. POLE. I do not know exactly where you get that, but I assume

that is correct.
Mr. SEIBERLING. You have in the one column the surplus and

undivided profits of the banks for December 31, 1928, and also in the
other column for December 31, 1929, and I have had these figures
added up on the adding machine.

I.
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MT. POLE. HOW much did you say?
Mr. SEIBERLING. They have increased their surplus and undivided

profit account to the extent of $587,966,300.
Mr. POLE. I do not know that I understand this statement.
Mr. SEIBERLING. It would take you too long to add those columns.
Mr. POLE. Well, I was going by the averages, that the difference

between the surplus and undivided profits on December 31, 1928,
and those for 1929 was about $10,000,000, and that, multiplied by
34—
MT. SIEBERLING. Would be $340,000,000.
Mr. POLE. $340,000,000.
Mr. SEIBERLING. That is the computation I made in the beginning,

but after adding them up on the adding machine, my secretary tells
rile that the amount arrived at is the amount I reached.
Mr. POLE. That should be more nearly correct, of course.
Mr. SEIBERLING. This increase in surplus and undivided profits

was in addition to the average dividends for the year 1929 of $13.40
per share on the par value of the trust company stock, and this does
not include or take into account any stock dividends during the
Period charged against the surplus account, does it?
Mr. POLE. I accept your statement as to that.
Mr. SEIBERLING. Now, taking that statement, can you give me

the capital stock of the National City Bank of New York City, and
the par value of its shares?
Mr. POLE. $110,000,000 capital; $20 par.
Mr. SEIBERLING. YOU divide $110,000,000 capital by $20 par,

and you get 5,500,000 shares, do you not?
Mr. POLE. Yes.
Mr. SEIBERLING. Can you tell me what the highest price was that

that stock sold for on the stock exchange during the peak of prices?
Mr. POLE. My recollection is something over $500.
Mr. SEIBERLING. It was $575 a share, was it not?
Mr. POLE. Yes.
Mr. SEIBERLING. Now, if you multiply the number of shares by

$575, you get a selling price of that stock—aggregate selling price—of
$3,162,500,000.
Mr. POLE. Yes.
Mr. SEIBERLING. Now, let us take the statement of the National

City Bank of 1929. Take its capital stock of $110,000,000 and sur-
plus of $129,650,200 and add to that the deposits, $1,649,544,300.
You get an aggregate total of capital, surplus, and undivided profits
and all deposits of $1,889,194,500, so that it appears that, while you
Were enforcing the double liability against stockholders in many
banks of other sections of the country, the capital stock of this large
metropolitan bank was selling at an aggregate price equal to almost
twice the aggregate amount of its capital, surplus, and deposits.
That is correct, is it not?
Mr. POLE. Correct.
Mr. SEIBERLING. For the moment the country forgot the deposits

Were liabilities of the bank instead of assets, apparently?
Mr. POLE. I did not get that.
Mr. SEIBERLING. For the moment the country must have for-

gotten that the deposits of banks were liabilities instead of assets?
Mr. POLE. I think that is the case.
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Mr. FORT. I wonder if Mr. Seiberling will permit just one statement
in the record at this point?
Mr. SEIBERLING. Yes.
Mr. FORT. I think he wants properly to convey the picture. In the

market price of the National City Bank stock is included in the market
value placed on the National City Bank's companies?
Mr. SEIBERLING. I am going to get to that. These earnings are

also 
Mr. FORT. The earnings of the two 
Mr. SEIBERLING. I will get to that a little later. I desire to

take up now the individual cases of only three banks—the Chase
National Bank, the City National Bank, and the Guaranty Trust
Co.
The Chase National Bank has a capital stock, at par, of $20, I

believe.
Mr. POLE. According to this statement; yes.
Mr. SEIBERLING. And it had a capital stock on December 31,

1928, of $60,000,000; on December 31, 1929, of $105,000,000 
Mr. POLE. According to this statement.
Mr. SEIBERLING. And it had a surplus and undivided profits

as of December 31, 1928, of $77,498,400, and, on December 31, 1929,
of $136,364,100.
Mr. POLE. That is in accordance with the statement.
Mr. SEIBERLING. I guess there are 77 cents to be added on there.
Mr. POLE. Yes.
Mr. SEIBERLING. Now, the deposits of the Chase National Bank

as of December 31, 1928, were $1,126,781,600, and the deposits as
of December 31, 1929, were $1,248,219,400.
They paid, during that year, 1929, $4 dividends. I say the

dividend rate is fixed at $4. They are paid in quarterly periods,
and I assume that is $4 a year.
Mr. POLE. Yes, sir.
Mr. SEIBERLING. YOU will note that the deposits of- the bank

increased only about $126,000,000 and the earnings of the bank,
according to the surplus and undivided profits, increased in the
neighborhood of $60,000,000. Now, how do you account for such
earnings as that, when the increase in deposits was so small?
Mr. POLE. I would not attempt to account for it, Mr. Seiberling.
Mr. WING°. Possibly through consolidations, Mr. Seiberling.
Mr. SEIBERLING. This statement figures the average on 
Mr. FORT. And the call money.
Mr. SEIBERLING. I will get to the call money pretty soon. This is

figured on the average for the banks, whether consolidated or not.
Mr. WING°. 1 think a consolidation might account for that change.
Mr. SEIBERLING. Some bank had to make the money, you know.

They consolidated their deposits as well as their earnings. Now,
you speak of the National City Bank. The capital stock is $20, par?
Mr. POLE. Yes, sir.
Mr. SEIBERLING. Their capital stock as of December 31, 1928

was $90,000,000 and $110,000,000 December 31, 1929. The surplus
and undivided profits as of December 31, 1928, were $76,992,900,
and on December 31, 1929, were $129,650,200. Its deposits, De-
cember 31, 1928, were $1,349,024,400 and on December 31, 1929,

1
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$1,649,554,300. They also paid $4, a share on their 5,500,000 shares
of capital stock, which means a dividend of $22,000,000.
They increased their deposits $300,000,000, but increased their

surplus and undivided profits-29 plus 24,000,000 would be—
$53,000,000 for the year. You can not account for their earnings
by the small increase of deposits, can you?
Mr. POLE. I would not attempt to do that except to say that in

both of the instances which you mentioned, are included the earnings
of their affiliated corporations.
Mr. SEIBERLING. Whet is that?
Mr. POLE. Included in those earnings are the earnings of the

affiliated corporations.
MT. SEIBERLING. Yes.
Mr. POLE. And, of course, we have no means of knowing what they

are. They are certainly very material.
Mr. SEIBERLING. Well, now, we take the Guaranty Trust, that has

a pm. value of its stock of $100.
Mr. POLE. Yes: according to this statement.
1 r. SEIBERLING. And they had a capital of $40,000,000 at the end

uf 1928 and $90,000,000 at the end of 1929. Their surplus and
undivided profits, at the end of 1928, were $63,307,000. At the end
of 1929 they were $202,636,000.
Their deposits at the end of 1928 were $842,358,200: at the end of

1929 wore $1,309,289,600. They increased their deposits very much
More than the other banks did proportionately, but their increase in
surplus and undivided profits was approximately $140,000,000 for the
Year. Is not that correct?
Mr. POLE. That seems to be correct.
Mr. SEIBERLING. What would you say as to whether or not the

earnings of the banks in other Federal reserve centers of the country
Were comparable with the earnings shown by the New York banks?
Mr. POLE. Included in the earnings of the Guaranty Trust Co.

are also the earnings, I believe, of the Guaranty Co.
Mr. SEIBERLING. This securities company?
Mr. POLE. Yes.
Mr. SEIBERLING. What do you think of the wisdom of having large

banking corporations owning securities companies where a great deal
of their attention is given to speculation in stocks where they have a
great, interest in shoving stocks up on the market instead of attending
to legitimate banking business?
Mr. POLE. I think it would be desirable that some supervision overthe securities companies should be had in order that, we might ascer-

tain the nature of their business by reason of the fact they are so closely
allied with the banks.
Mr. SEIBERLING. I want to go to the subject of call money rates.

I would like to ask you, if you know, who fixes-the call money rate,
and how it is determined from day to day?
Mr. POLE: I have very little information on that, Mr. Seiberling.

I would not attempt to answer that question.
Mr. SEIBERLING. Do you know that in past panics, the call money

rate has gone as high as 1 per cent a day?
Mr. POLE. I recall that it has gone to some fabulous figure.
Mr. SEIBERLING. And in another panic, it went to as high as 150

Per cent?
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Mr. POLE. Yes.
Mr. SEIBERLING. You do not know who fixes the call money rate?
Mr. POLE. Specifically I would say I do not.
Mr. SEIBERLING. I am very sorry because I wanted to find out.

Do you know, as a matter of fact, that New York does not have any
usury laws in connection with the call money rate?
Mr. POLE. I do.
Mr. SEIBERLING. The call money rate can go just as high as any-

body who has the fixing of it wants to put it?
Mr. POLE. On loans of $5,000 or over.
Mr. SEIBERLING. New York does not have any usury laws in

connection with loans to corporations either, does it?
Mr. POLE. I am not familiar with the usury laws of New York,

Congressman.
Mr. SEIBERLING. I think their usury law in connection with cor-

porations is the same as the law in Ohio, and that was put through
for the purpose of negotiating some loans out there and that is if the
directors authorize the loan, the corporation can not, thereafter, set
up, as a defense, usury for the benefit of the stockholders. I think
that is the New York law. Now, as to whether they have no usury
laws in connection with collateral loans as Mr. Fort suggests, I do not
know.
Mr. FORT. I know that the lowest rate on even time loans is fre-

quently 9, 10, and 11 per cent—not frequently, but occasionally.
Mr. SEIBERLING. Do you know of many other States that do not

have usury laws that cover all kinds of loans?
Mr. POLE. I think recent laws have been passed in Pennsylvania

and possibly in Illinois with respect to call rates.
Mr. SEIBERLING. Taking off the usury from call rates?
Mr. POLE. I am under that impression.
Mr. SEIBERLING. Repealing the law so that there is no usury law

on call money?
Mr. POLE. There has been some change in the law in that respect.
Mr. SEIBERLING. Now, how high did the call money rate go in

New York during the recent stock escapade?
Mr. POLE. I think about 12 per cent, as far as my recollection goes.
Mrs. PRATT. I think it went as high as 15.
Mr. FORT. It was higher before the panic. It was about 15 or 16.
Mr. SEIBERLING. It did not reach its high point until after the

stocks commenced to decline, did it?
Mrs. PRATT. I think it was in August or September it was as high

as that.
Mr. SEIBERLING. If you know, I should like to have it in the record.
Mrs. PRATT. I will have to check that up.
Mr. SEIBERLING. I thought the call money went to as high as 20

per cent.
Mr. POLE. I do not recall.
The CHAIRMAN. It did go to 22 per cent last spring.
Mr. SEIBERLING. Don't you know, Mr. Pole, that this call money

rate affected every man, woman, and child in the United States that
had stocks on margin with the brokers, and that there were thousands
and hundreds of thousands of them?
Mr. POLE. I would say so.
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Mr. SEIBERLING. This call money rate was charged back on these
marginal accounts irrespective of the usury laws of the various States?
Mr. POLE. I am not informed as to that, Mr. Seiberling.
Mr. SEIBERLING. As a matter of fact, I will state that they were

charged back on the marginal accounts and if you did not like to pay
the rate of interest, you could let them sell your stock, but if you
wanted to carry it with the broker, you had to pay substantially the
call money rate, which varied from day to day—pay the call money
rate of New York.
That is, Mr. Pole, they charged you for the month for the average

of the call-money rate, whatever it might average. Do you know,
from your personal knowledge, whether that is true?
Mr. POLE. I have no knowledge of that.
Mr. SEIBERLING. There are probably others around here who could

tell us. That was my experience. How about you, Mr. Fort?
Mr. FORT. I did not have any accounts at the time, but I under-

stand the practice in most legitimate brokers' offices is that they
charged the cost of the money to them, plus the commission. That
does not necessarily mean the call rate. They took their tune money
and call money and merged it and fixed the rates that way. Most
brokers did that.
Mr. SEIBERLING. The effect of the high call-money rate in New

York was to draw immense sums of money out of all banks of the
country and transfer them to New York, such withdrawals being
made by people who had large sums of money on deposit and corpora-
tions with large sums on deposit with banks paying only 2 or 3 per
cent on daily balances—they took their money out and withdrew it
and sent it to New York to get the call-money rate.
Mr. POLE. I think large amounts were invested that way.
Mr. SEIBERLING. Do you think, out of a city like Cleveland, as

much as $100,000,000 would be withdrawn and sent to New York?
Mr. POLE. I have no idea.
Mr. SEIBERLING. The effect of the withdrawal of money from the

local banks and sending it to New York to get the high call money
rate was to compel all the local banks to go to the Federal reserve
to get money, was it not?
Mr. POLE. It had that effect.
Mr. SEIBERL1NG. And that is what they did to an enormous

extent, did they not?
Mr. POLE. To some extent.
Mr. SEIBERLING. Well, then, we have this situation, that the call-

money rate caused an influx of tremendous amounts of money into
New York to be invested in the New York Stock Exchange at high
rates and withdrew it from local banks and the local banks had to
go to the Federal reserve to borrow money. What rate did they
Pay?
Mr. POLE. Money was ranging over last year from 4 to 6 per cent.
MT. SEIBERLING. But a great part of the time was below 6 per cent?
Mr. POLE. A considerable part of the time.
Mr. SEIBERLING. Is it also true that some banks borrowed money

from the Federal reserve, at the low rate of interest and sent it to
New York to be used at the call-money rate?
Mr. POLE. I thought that was your question.
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Mr. SEIBERLING. NO; I was not talking about banks but individ-
uals and corporations.
Mr. POLE. They do not go to the Federal reserve banks.
Mr. SEIBERLING. Not the individuals, but the point I make is

this: When the individuals withdrew their money and sent it to
New York, then the bank had to go to the Federal reserve in order
to get money to run its busine.ss?
Mr. POLE. I think that is true in many cases.
Mr. SEIBERLING. Is it not also true that the banks themselves

borrowed at the low rate from the Federal reserve and sent to New
York and got the high call money rate?
Mr. POLE. I think that also might have been true:
Mr. SEIBERLING. The effect of all that was to take this money out

of the legitimate channels of business and many people who needed
money for their business needs were refused this money by the
banks; because they could not, in.good morals and under the usury
laws of the Stittes, charge them more than a limited amount when
they could take the money and send to New York and get more?
Mr. POLE. There were undoubtedly illustrations of that kind.
Mr. SEIBERLING. You say that even though your the Comp-

troller of the Currency of the United States, you do not know who
fixes the call money rate?
Mr. POLE. I do not know the technical operation of the fixing of

the call rate.
Mr. SEIBERLING. Do you know how we could find out who fixes

it?
MT. POLE. Yes.
Mr. SEIBERLING. Where?
Mr. POLE. From any banks that make loans on call in New

York.
Mr. SEIBERLING. After it is fixed from day to day that the call

money rate was so much, and so forth, who fixes it?
Mr. POLE. I think that is said to be fixed under supply and demand

by a committee of the stock exchange.
Mr. SEIBERLING. With the Federal reserve system, there is not

any question about the supply of money in this country any more,
is there?
Mr. POLE. There is, for speculative purposes.
Mr. SEIBERLING. Well, but you can not safeguard that where indi-

viduals and corporations and banks withdraw their money from hanks
and send it to New York and the banks themselves borrow from the
Federal reserve—you can not question a bank when they come to
the Federal reserve as to whether they want this for speculative
purposes?
Mr. POLE. YOU can not question the individuals.
Mr. SEIBERLING. Or the banks either?
Mr. POLE. Yes.
Mr. SEIBERLING. If they conic to you and give you the proper

kind of paper 
Mr. POLE. It is not incumbent upon the Federal reserve bank to

make loans if the bank is, at the same time, sending money on call
to New York. The Federal reserve bank would inquire into it.
Mr. SEIBERLING. If the bank went to the Federal reserve with good

rediscountable paper, they have the right to inquire why they wanted
the money?
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Mr. POLE. Yes.
Mr. SEIBERLING. You do not think they did inquire?
Mr. POLE. I think they did inquire.
Mr. SEIBERLING. Then you have agreed with me that the banking

business is much more of a quasi-public nature than the business of
other quasi-public corporations, whose rates are fixed by the public
service commissions—whose rates to the public are fixed by the public
utility commissions and the Interstate Commerce Commission, then
Why should not Congress, by the enactment of a Federal usury law,
fix the limit which could be charged for the use of money?
Mr. POLE. Congress could do that probably and in respect to national

banks certainly.
Mr. SEIBERLING. Can not they also, in respect to member banks,

if they want to be members of the Federal Reserve system?
Mr. POLE. Probably that is correct.
Mr. SEIBERLING. And States that do not have such laws could be

controlled by the Federal usury laws?
Mr. POLE. I presume so.
Mr. WINGO. You gentlemen are both lawyers, I assume?
Mr. SEIBERLING. Somebody said I was a lawyer once, but I do not

know whether I am or not.
Mr. FORT. Mr. Chairman, may I ask a question? Mr. Seiberling

says he has no objection.
The CHAIRMAN; Yes.
Mr. FORT. Mr. Pole, is it not a fact that a large part of the funds

in the call loan market, which along in October exceeded the total
loans of all banks for their own account, was money of so-called out-
siders; that is, of corporations and foreign lenders and others, rather
than the money of the banks themselves?
Mr. POLE. I think that is correct.
Mr. FORT. And 9 large part— the very large part of the money—

that went at the high rates of interest was not banking money?
Mr. POLE. I think the stateinents usually show that loans for others

exceeded the loans of which you speak.
Mr. SEIBERLING. And the result of the high rate is that the deposi-

tor who has a large balance, instead of letting the bank lend it and
getting the profit, draws out that balance and becomes, himself, a
lender of money?
Mr. POLE. That is correct.
Mr. SEIBERLING. I think this should be made plain, that when the

private party or the corporation that lends through private bankers
in New York, they have to withdraw that money from some bank in
order to send it to a private bank.
Mr. POLE. I think the custom is for the New York banker to

place the money for its customer, charging a small commission.
Mr. SEIBERLING. But they have to furnish the money to do that.

They have to furnish the money from some place.
Mr. POLE. The customer does.
Mr. SEIBERLING. And he has to take it from the local bank.

Be does not carry thousands of dollars around in his stocking.
Mr. POLE. He has to take it from wherever it is deposited. The

local bank might be in New York.
Mr. SEIBERLING. We know, as a matter of fact, that hundreds of

millions of dollars were sent from other parts of the country to New
York for the high-money rate.
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Mr. POLE. I am sure of that.
Mr. SEIBERLING. What effect, do you think, that had on the legiti-

mate business of the country which is in the shape it is in?
Mr. POLE. I think the effect was bad.
Mr. SEIBERLING. Don't you think it would greatly stimulate

business if borrowers could know what the limited interest they would
have to pay under any circumstances would be?
Mr. POLE. I think that might be desirable.
Mr. SEIBERLING. Of course the interest rate would always have to

be as high as the interest rate of the Bank of England, for instance;
in other words, you could not let the foreign banks put the rates so
high as to draw money from this country. There is an element there
that would have to be protected, is there not?
Mr. POLE. Well, I suppose there naturally would have to be some

adjustment between the foreign banks—the central-bank rates and
our own Federal reserve rates.
Mr. SEIBERLING. Now, in speaking of the branches—of extending

branch banking—there is not any objection to-day to the consolida-
tion of vast public utilities because the rates which they can charge
the public are fixed by commissions, are they not?
Mr. POLE. Yes, sir; I understand the rates are so fixed.
Mr. SEIBERLING. And it would not make so very much difference

in reference to the form of the bank if we had a limit on what they
could charge for the use of the money?
Mr. POLE. I think not.
Mr. SEIBERLING. That is, after all, the protection to the people,

and it is vital that those who are entitled to it, either on account of
their moral responsibility or financial responsibility, should have
money as the necessities demand?
Mr. POLE. Are you referring to the usury laws of the States which

fix the maximum amount that it is permissible to charge?
Mr. SEIBERLING. It is very vital, is it not, that those who are

entitled to money should have the right and opportunity of getting
it at a reasonable rate of interest?
Mr. POLE. Yes, sir.
Mr. SEIBERLING. In reference to this question of extension of

branch banking, your proposal would have a tendency, unless there
was some regulation as to what banks could do, to greatly increase
their domination and control, would it not?
Mr. POLE. There would, in my opinion, always be ample banking

competition which would regulate that.
Mr. SEIBERLING. Well, now, the law preventing interlocking

directors does not protect the situation at all?
Mr. POLE. I would-say not.
Mr. SEIBERLING. It is a question of who the stockholders are, is

it not?
Mr. POLE. I do not quite understand the question.
Mr. SEIBERLING. Is it not a fact after all a question of who the

stockholders are?
Mr. POLE. I still do not understand the question. In respect to

what?
Mr. SEIBERLING. In respect to the control of the stock?
Mr. POLE. As far as monopolies are concerned?
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Mr. SEIBERLING. Control clear down the line. The stockholder
can put in a dummy director and tell him what to do. The stock-
holders control the banks?
Mr. POLE. They could in any individual bank; yes.
Mr. SEIBERLING. Assuming that we adopted your suggestion, there

would be nothing to prevent a Cleveland bank—and I am taking a
Cleveland bank because you were an examiner out there—there would
be nothing to prevent a Cleveland bank from making a branch of the
Akron bank?
Mr. POLE. That would depend upon what Congress fixed as the

Cleveland area.
Mr. SEIBERLING. That is in the Federal reserve district. We

are all in that district.
Mr. POLE. I know, but I have not made any suggestion that the

Whole district should be included. I stated that in no event should
it go beyond the district lines.
Mr. SEIBERLING. Here is a city within 35 miles of Cleveland.

It would certainly be within the trade area.
MT. POLE. Yes, sir.
Mr. SEIBERLING. Canton and Massillon would be within the

trade area,of Akron?
Mr. POLE. It might be said that they would be.
Mr. SEIBERLING. And the Akron bank could make branches of

the Canton and Massillon banks?
Mr. POLE. Yes.
Mr. SEIBERLING. If New York banks owned all the stock of the

Cleveland bank, they would have branches, then, in Cleveland,
Canton, Akron, Massillon, and possibly Warren?
Mr. POLE. If the New York banks could keep on reaching and

acquiring the stock, they might obtain control.
Mr. SEIBERLING. And you can not prevent that?
Mr. POLE. I think that Congress might adopt some legislation

Which would prevent it.
Mr. SEIBERLING. There is another thing: You know the banks and

the trust companies have trust departments and vast amounts of
Stock are willed to them in trust and put in living trusts which the
banks vote and control? That is correct, is it not?
Mr. POLE. I think that is correct.
Mr. SEIBERLING. So that, in the course of time, these banks that

belong to the parent bank and its branches, might even control large
industries in their sections, might they not?
MT. POLE. They might.
Mr. SEIBERLING. They might say to an industry that was about

to start, "If you locate up here in my city "—I am talking about
the head bank—"if you locate up in my city, we will lend you the
inoney to start with, but if you do not do that, we do not have
enough confidence in your business. We want to have it here to
oversee you." They could do that, could they not?
Mr. POLE. Under some circumstances, I imagine that might be

Possible.
Mr. SEIBERLING. They could also have great political control,

could they not?
Mr. POLE. If there were a system of banking through stock owner-

ship, such as you suggest, I think it could have this influence.
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Mr. SEIBERLING. Do you know of any more potent influence than
a banker has when he says to his borrower that he would like to
have some one elected to office?
Mr. POLE. I would call that a rather potent influence.
Mr. SEIBERLING. Do you know that there is great danger of banks

and trust companies having so much of their own stock deposited
with them by wills and living trusts, that the trust department
would finally control and own the bank?
Mr. POLE. I could not conceive of a condition of that kind—not to

the point where they would actually control it.
Mr. SEIBERLING. They could easily have a majority of the stock,

could they not?
Mr. POLE. It would be possible.
Mr. SEIBERLING. How many shares of stock does a director have

to have?
Mr. POLE. In a national bank he has to have $1,000 worth at

par value.
Mr. SEIBERLING. A thousand dollars' worth?
Mr. POLE. Yes.
Mr. SEIBERLING. Well, it would be very easy to have 10 or 15 men

own sufficient stock to qualify them as directors and have the rest
of the stock in the trust department of the bank?
Mr. POLE. Of course it would be much easier hi a small bank than

in a larger bank.
Mr. SEIBERLING. I am talking about the course of time. It seems

to me that you have to look a long ways ahead and we are not only
protecting the interests of the people now, but we are protecting them
for years to come. Is not that correct?
Mr. POLE. Yes.
Mr. A WALT. Speaking of voting trusts?
Mr. SEIBERLING. I am speaking of stock actually trusteed in the

banks under trusts and living wills and banks transferring that
stock to them and they vote it. Is not that right?
Mr. POLE. I should think that would be looking some way ahead.
Mr. SEIBERLING. It is the natural thing for a director or a stock-

holder of a bank to make his own bank his trustee under his will,
is it not?
Mr. POLE. Yes.
Mr. SEIBERLING. Do you think it would be wise to permit an

extension of the branch privileges to banks unless some restrictions
can be formulated, which will obviate these difficulties?
Mr. POLE. I think that question might well be given consideration.
Mr. SEIBERLING. Well, now, I have just one more line that I want

to ask you about and this is maybe a rather foolish suggestion, and I
want to say it is not original with me, because I read a book on bank-
ing that gave the cue.
You are very much interested, I take it, in getting banking facilities

to the outlying districts at points where—which would permit the
establishment of an individual or unit bank and where there is not
sufficient business and yet where the people should have some banking
facilities?
Mr. POLE. That is among my suggestions.
Mr. SEIBERLING. You are greatly interested in that?
Mr. POLE. Yes.

1.
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Mr. SEIBERLING. There seems to be a great deal of interest around
here in reference to guaranteeing deposits also, which I understand
You are against?
Mr. POLE. Yes.
Mr. SEIBERLING. And on which point I agree with you absolutely.

Now, since we have the Joint Stock Land. Bank and the Federal
Farm Board to loan money on farms, on real estate, and since we
have the Federal Farm Board to which we have appropriated
$500,000,000 to lend on grain and intermediate credit banks, and
since just the other day we appropriated another $7,000,000 for the
Secretary of Agriculture to loan to farmers—a bill that provides
specially for loans to buy fertilizers, and for which he will take a lien
on the crops—since we have all those instrumentalities, these rural
districts would not need a bank for borrowing purposes to any great
extent, would they?
Mr. POLE. Oh, I should say so. Customers of banks do not go

directly to these corporations that you speak of. They have to
form associations, which associations in turn borrow from these cor-
porations except in the case of the Fedral land bank.
Mr. SEIBERLING. The farmer gets the money?
Mr. POLE. Yes; eventually. There are numerous small merchants

and small operators that necessarily have to transact banking business
outside of type of business which might to go these corporations.
I would say that the banking facilities in a small community could
not be eliminated without very great inconvenience to that com-
munity.
Mr. SEIBERLING. A small community with two or three hundred

People who had opportunities to borrow, as I have said, from these
various sources, really needs a place to deposit their money and a place
to check out more than anything else?
Mr. POLE. That is very important. They have also to borrow

and to make such loans as would not be eligible with these other
corporations you speak of, for current business.
Mr. SEIBERLING. What plan have you to work that out?
Mr. POLE. I think it might be easily possible that a bank having

branches might go into such community and perhaps operate two
days or three days a week in order that the community might have
banking facilities.
M. SEIBERLING. You do not think that 
Mr. POLE. And there is nothing new in that idea.
Mr. SEIBERLING. You do not think that the Postal Savings could

be expanded so as to take care of communities of that kind, where the
Comptroller of the Currency would designate that it was impossible
to establish a unit bank and where there were no banking facilities,
because I am just as much opposed to the Government going into
business as you are.
Mr. POLE. I think, as a savings bank, the Postal Savings might

be of assistance, but I do not think it would take the place of a local
commercial bank.
Mr. SEIBERLING. They draw money orders now, do they not; they

do a great many things of that kind?
Mr. POLE. They deposit money and draw funds, but I think nothing

else,
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Mr. SEIBERLING. They have to keep books, of course?
Mr. POLE. Yes.
Mr. SEIBERLING. And you do not think it would be possible to

enlarge that so that not only money could be deposited, but also
withdrawn by check?
Mr. POLE. No; I do not think the post office could ever take the

place of the country bank.
Mr. SEIBERLING. I am talking about sections where it is absolutely

impossible to have a bank on account of the business being so small?
Mr. POLE. Of course a community being that small, it might not

be necessary to establish a bank there. It is not my idea that branches
should be established in every small hamlet in the country.
Mr. WINGO. Might I suggest that in my country there is a possi-

bility of those villages losing even their post offices?
Mr. SEIBERLING. It is very desirable to arrange facilities where

money in these rural districts, now in the stockings and other places,
might be placed in circulation.
Mr. POLE. Yes, sir.
Mr. SEIBERLING. I think that is all.
Mr. STEAGALL. Just one suggestion there with reference to one

statement the gentlemen made—and evidently made under mis-
apprehension: He said that we had appropriated $7,000,000 for the
purpose of lending to farmers to purchase seeds and fertilizers. I
do not think that act can be properly categorized along with the
other loaning facilities, such as Federal land banks, the Farm Board,
and intermediate credit banks. This $7,000,000 fund is purely a
temporary and an emergency matter to take care of unprecedented
conditions created by a flood, something that probably will not
happen again, and I do not think anybody had in mind to make
that a permanent system.
Mr. SEIBERLING. It included Ohio, and we did not have any

flood there that I know anything about.
Mr. STEAGALL. It was done probably as a matter of strategy to

get the matter through the other House. I do not advocate that
as a permanent policy. It was purely an emergency measure.
Mr. WINGO. In connection with one question that Mr. Seiberling

asked Mr. Pole, concerning limited credit under the Federal reserve
system, there seems to be a mistaken idea in the country that the
Federal reserve system carries unlimited credit.

Is not this true? The first is that you have to have eligible paper
before you can get credit. Another is the eligibility and acceptability
of the paper itself—that is, the acceptability. First we have eligibility
and second, acceptability and, in the circumstances in which it is
offered, whether the bank will take the eligible paper and grant credit.
Then after you have gotten by those limitations and handicaps,

the question of available gold for the required reserve comes in. So,
it is a mistaken idea to think of the Federal reserve as a source of
unlimited credit.
Mr. POLE. Absolutely.
Mr. WINGO. There is another question in that connection that I

want to ask in reference to branches to take care of small communities.
I believe you said the other day, in response to a suggestion, that if
you had a small town, say, one of these towns under 10,000, that if
you undertook to take care of it by branch banks, they might under-
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take to take care of it by one branch and there would be a monopoly
and there might be two trade areas that would overlap; for instance,
Dallas, Tex., is close to the south end of my district. That is in the
trade area of Dallas as well as that of Little Rock. It is about as
near to Dallas as to Little Rock. In one of those towns there might
be a branch of a bank in Little Rock and also one branch of a bank
in Dallas, and you suggested that would give the necessary com-
petition of service there and insure good service. Is that your idea,
that you would not be limited to the number of branches except as you
are now limited in the discretion of the charter granting authorities
which, in the case of the States, is the State commission, and, in the
case of the national banks, the Comptroller of the Currency?
Mr. POLE. Yes. I spoke of these small conununities being perhaps

in a position to monopolize the banking business provided the banks
were forced to a higher capital structure. In order to earn a fair
return on such capital, it would be necessary that the banks should
have a large enough area to attract sufficient business to do that. 

iNow, that was n connection with the suggestion which had been
made that banks should have a minimum capital of $100,000. I feel
that in a town like Dallas or a town like Little Rock the chances are
that there would be several important banks which would reach out
for business from every quarter.
Mr. WINGO. I see your idea. In addition to having two cities

that might each one of the have more than one bank—in other words,
in addition to having a bank in Dallas and a bank in Little Rock,
Which might, each one, have a branch in this small city, a town under
10,000, why there might be also two banks in Little Rock and in
Dallas and the question of allowing them to have branches would
Still be one, under your theory, for the supervisory authority to con-
trol, as in the issuing of a charter to a national bank?
Mr. POLE. Yes, sir.
Mr. WINGO. In other words, if the banking facilities of that city

Would be sufficient to meet the public needs—
Mr. POLE. That is my idea, as far as possible, to endeavor to give

every community of any size adequate competitive banking service.
Mr. WING°. As a rule now—you spoke awhile ago of the potent

influence of the banker on the borrower—it is my experience that a
banker has considerable influence with the borrower.
Mr. POLE. Yes.
Mr. STEAGALL. Somewhere in Proverbs it is stated that the bor-

rower is the slave of the lender.
Mr. WINGO. But, Mr. Pole, how can you answer this question:

Mr. Goldsborough touched upon this question and Mr. Seiberling
also did. I think we can reasonably assume that even if you did have
branches, say, in a town that we will call A, one for each of the two
central banks that may be in Little Rock, when you came down to the
issues involved in a political campaign, those two banks would have a
community of interest. The probabilities are that they would be
sup?orting the same issues or the same candidates.
, .1\ ow, then, would not this be what could naturally be expected,
'Mowing human nature both by observation as well as experience,
that the merchants and other people in that town where these two
branches are, would find a very subtle political pressure put on them
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to support the candidate or the issue that these central banks wished
to have supported? Is not that reasonably to be expected?
.Mr. POLE. They might naturally—that is individuals connected

with such a bank—take an interest in a political issue. Whether they
would exert improper political pressure is another matter.
Mr. WINGO. Now, if the logic of your scheme is sound, the benefits

of that character along financial lines, having a tendency to grow—in
other words, the institutions having a tendency to grow— would
not their mfluence correspondingly grow?
Mr. POLE. As they grow larger, I would say that their influence

would be greater, but it would not necessarily be directed to political
channels or be detrimental to the public welfare if so directed.
Mr. WINGO. Is not this the probable outcome to your plan, that

at first you would have—as a matter of fact, is it not the virtue of
your plan from your standpoint—that probably you would have a
bank with $100,000 capital with one or two branches, and have a
great many of them scattered around the country, but, ultimately,
these banks in turn would be taken over and become nothing but
branches of a large bank? You will start out and maybe, we will
say, there will be 25, 30, or 35 banks over a State, each one having
branches out in the smaller towns in their particular trade areas, but
as time goes on there will be a natural tendency—and the arguments
in favor of it would be the same as the arguments you make to-day—
"Here, we can work out economies, greater security for the depositors
and greater benefit and greater service if, instead of having 25 or 30,
we have only 4 or 5," and where we have a bank to-day of $100,000
capital, with three or four branches, that bank becomes a branch
of a bank, say, located at Little Rock. It not that a natural evolu-
tion of your scheme if your theory is correct?
Mr. POLE. I think the size of a branch that would be permitted to

operate or, rather, the size of a bank that would be permitted to
operate a branch, should be regulated, and not permit branches for
the small banks, and my idea is, further, that the banks in the impor-
tant cities would develop branches around them. They would be
gradually reaching out and, in the course of time, probably even
those parent banks in such cities might themselves under certain
conditions be consolidated and become branches, but I can not con-
ceive of any idea where there would be any banking monopoly there.
I am inclined to think that there should be consideration given, as

I have said, to legislation regulating perhaps the consolidation of
banks after they get a certain number of branches or reach a certain
size.
The CHAIRMAN. Might I suggest here that we proceed in order?

Inasmuch as the comptroller is going to file a brief, he will cover
that in his brief, so that we can proceed with Mrs. Pratt as the next
interrogator.
Mr. NVDTGo. I beg your pardon. I did not know I was interrupt-

ing.
Mr. POLE. That is, my brief in connection with trade areas?
The CHAIRMAN. Yes.
Mr. WINGO. The chairman was not following me very closely. I

was going to another phase of the question. However, I will develop
that some other time. I beg your pardon, Mrs. Pratt. si
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Mrs. PRATT. Mr. Chairman, most of the questions that have
arisen in my mind have been covered by previous discussions, but
there is just one point I should like to have made clear.
The purpose of your proposed legislation, Mr. Pole, as I under-

stand it, is to provide adequate and more substantially reliable
banking facilities for the smaller communities?
Mr. POLE. That is one of the outstanding phases of my recom-

mendation.
Mrs. PRATT. Broadly speaking, that is the outstanding phase?
Mr. POLE. Well, yes.
Mrs. PRATT. New York is the greatest money market of the world,

is it not?
Mr. POLE. Yes.
Mrs. PRATT. There has been a great deal said here, in the course

of the discussion, about the centralization of credit which exists and
is probably increasing in New York?
Mr. POLE. Yes.
Mrs. PRATT. I do not know whether you view that with appre-

hension.
Mr. POLE. No; I do not.
Mrs. PRATT. And what I wished to know is if there might not be

two results, with only one purpose, from this proposed legislation;
namely, as you establish these branch banks throughout the country,
having, as I understand it, parent banks.
Mr. POLE. Yes.
Mrs. PRATT. Eventually these different parent banks, which would

be established, I think your purpose is, in trade areas somewhat
along the lines of the Federal reserve areas, but not coterminus 
Mr. POLE. Yes.
Mrs. PRATT. Would become more important and greater banking

centers.
Mr. POLE. I think so.
Mrs. PRATT. That would lead, would it not, possibly to drawing

credit away from New York?
Mr. POLE. That is my thought.
Mrs. PRATT. And you will have, as a result of this legislation, more

competitive credit centers throughout the country?
Mr. POLE. More competitive credit and decentralization.
Mrs. PRATT. I assume, because of its size and location, New York

will always be, probably, the greatest center of credit, although it
might not necessarily be so?
.Mr. POLE. In all probability, as far as we would be willing to look

ahead.
Mrs. PRATT. Yes. You feel, do you not, that as the result of this

legislation there would be a decentralization of credit, and that would
be a valuable result?
Mr. POLE. I do indeed.
Mrs. PRATT. To have more decentralization of credit throughout

the country?
Mr. POLE. Yes.
Mrs. PRATT. I did not know whether that was partly the purpose

of the legislation or whether, as has been brought out in the discus-
sions, that would be a direct result.
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Mr. POLE. It might be said to be the indirect result should branch
banking limited to trade areas be adopted.
Mrs. PRATT. Just one more question, Mr. Pole. It is true wher-

ever there is a great center for any commodity—calling money a
commodity—individuals, and, as has been brought out here even
banks, go to the great center if they have something to purchase or
to sell?
Mr. POLE. Quite often that is the case.
Mrs. PRATT. It is nearly always the case, is it not?
Mr. POLE. Yes.
Mrs. PRATT. Unless these centers that would be created by this

proposed legislation do develop into large credit centers, you would
still have the same conditions as exist to-day, because the large
investor would still rather go to New York, would he not?
Mr. POLE. I foresee that if any branch banking might be extended

in accordance with my suggestions, there would be no doubt, in my
mind, that large banks would grow up all over this country, by
reason of the fact they would embrace the capital and resources of
probably hundreds of smaller banks which would be in their trade
areas.
Mrs. PRATT. And you would have essentially a great many money

markets of very large proportions?
Mr. POLE. I should say that that would be the result.
Mrs. PRATT. I think that is all.
Mr. STEAGALL. I want to ask Mr. Pole about one matter developed

by Mr. Seiberling in his interesting discussion, and that is in reference
to legislation to fix interest rates of national banks and banks of the
Federal reserve system. I do not know how Congress can, in any
way, regulate or determine interest rates to be charged by any banks
outside of the national banking system, except, of course, we could
pass legislation, controlling the Federal Reserve Boaid in the matter
of admitting State banks into the Federal reserve system by requiring
them to observe certain conditions.
Mr. POLE. I think the conditions of membership are within the

discretion of the Federal Reserve Board.
Mr. STEAGALL. I doubt that, in my own mind, except in dealing

with the acceptability of the securities of a bank, and the question
whether or not it is financially sound—to say that the Federal
Reserve Board should arbitrarily deny membership to a State bank
that is in condition to come into the system, I should question.
Certainly Congress can not pass laws to determine the interest rates
charged in the various States?
Mr. POLE. No.
Mr. STEAGALL. If we attempt to fix uniform rates for national

banks, and indirectly we could find a way, through State banks
becoming members of the Federal reserve system, to fix arbitrary
rates throughout the country, of course no national bank, in any
circumstances, could charge in excess of that 
MT. POLE. No.

!" Mr. STEAGALL. In the present situation, the law simply requires a
national bank to observe the law of the State in which it operates as
regards the matter of interest rates to be charged?
Mr. POLE. Yes.
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Mr. STEAGALL. If we attempted to fix a uniform interest rate
throughout the country for national banks, how would it operate
as between national banks and State banks? For instence, in the
city of New York, if we fixed a uniform rate for national banks, what
would be its effect upon the national banks in the city of New York,
in attempting to compete with State banks unbridled in fixing
interest rates?
Mr. POLE. Do you contemplate fixing the interest rates to be

charged by national banks below the State banks?
Mr. STEAGALL. Yes.
Mr. POLE. That would have the effect of driving the national

banks into the State systems.
Mr. SEIBERLING. I am not advocating the fixing of uniform inter-

est rates. I am advocating fixing a maximum rate. If you under-
take to fix a uniform rate, that would control the rate. I want a
maximum fixed beyond which no one can charge.
Mr. STEAGALL. I am in thorough accord with that, if I under-

stand the gentleman. I am only thinking of the difficulties encoun-
tered in attempting to do that. It does not make any difference if
you make it uniform or we say a national bank nowhere in this coun-
try shall charge to exceed 10 per cent per annum, we will be confronted
with the situation in New York—and it does not matter what would
be the justification for it or lack of justification, these conditions
will come about again as they have in the past where this accentuated
demand for loans will exist, of course, unless the State of New York
steps in and regulates the interest rates—the interest rates will turn
toward the skies again, and if the national banks are not permitted
to charge those rates, they can not compete in that field with the other
banks, and we will be confronted with the proposition that the
national banks will leave the national system and go to the State
Systems. That is the difficulty.
Mr. POLE. That will be the result.
Mr. STEAGALL. I wish we could find a remedy, but I am pointing

out the difficulties.
Mr. STRONG. Could we not pass a usury law and bar from the mails

and from interstate commerce, any banks that violate that law?
Mr. FORT. We would not have to go that far.
Mr. STEAGALL. There is no difficulty about fixing the rates but the

difficulty is the situation we would place our national bails in in
States where there were high rates permitted.
Mr. STRONG. That would put a limitation on them.
Mr. STEAGALL. Congress can not touch the operations of a State

bank.
Mr. STRONG. We could bar them from the United States mails.
Mr. FORT. I doubt that, in view of the decision of the Supreme

Court in the Insurance Companies' case, where it was held that that
was not interstate commerce.
Mr. GOLDSBOROUGH. Mr. Chairman 
The CHAIRMAN. I think in the interest of order that we had better

proceed according to our plan.
Mr. GOLDSBOROUGH. Mr. Chairman, I thought we had finished

with the questioning by the members.
Mr. FORT. The chairman has not asked any questions yet.
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The CHAIRMAN. When all members have asked questions, the pur-
pose was to go around again in a general symposium.
Mr. GOLDSBOROUGH. Mr. Chairman, I move we proceed in order

as we have not been doing all morning.
The CHAIRMAN. Have you finished, Mr. Strong?
MT. STRONG. NO; but I will yield to you.
The CHAIRMAN. The chairman is the next on the list. I desired to

ask my questions last.
Mr. STEAGALL. I think the chairman should have all the time he

needs in his discussion with Mr. Pole, and I suggest to the chairman
that it is now close to 1 o'clock and I think he had best begin his
discussion when he has plenty of time.
The CHAIRMAN. Under those circumstances then, suppose we ad-

journ until to-morrow morning at 10.30 o'clock.
(Whereupon, at 12.50 o'clock, p. m., an adjournment was taken

until Wednesday, March 5, 1930, at 10.30 o'clock a. m.)
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HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Wednesday, March 5, 1980.
The committee met in the committee room, Capitol Building, at

10.30 o'clock, a. m., Hon. Louis T. McFadden (chairman), presiding.
The CHAIRMAN. The committee will COM to order.
I desire to call the attention of the committee to a letter from

Gov. R. A. Young, of the Federal Reserve Board, in reply to an
invitation by the chairman of the committee, for the appearance of
the Federal Reserve Board or their designates before this committee.
The letter reads as follows:
Your letter of February 21, inclosing House Resolution 141, with regard to

the study of group, chain, and branch banking which your committee is to under-
take, and stating that your committee will be pleased to hear from me or whom-
ever the board may designate to speak for the board, upon the subject, has been
brought to the attention of the board by me.
In reply I am writing to say that while the board has in the past accumulated

information on the subject of group, chain, and branch banking, nevertheless,
the rapid strides made by group banking during the past two years particularly
has made it extremely difficult for the board to secure information promptly
enough to enable it to keep pace with recent developments and the present status
of this whole matter. With this in mind, it recently, at the suggestion of the
Federal Advisory Council and also of the governors of the Federal reserve banks
and the Federal reserve agents, enlarged the membership of its committee pro-
secuting these investigations, by including representatives of the Federal reserve
banks.
The board feels that group, chain, and branch banking presents one of the most

important and most difficult problems of our changing banking structure before
the country at the present time. It believes that more complete information
regarding the forces which have impelled this new development will be neces-
sary before conclusions of value can be arrived at regarding its effects—financial,
economic, and social. The board has not yet reached such conclusions and is not,
therefore, in a position to designate a representative to appear before your corn-
rnittee and to speak for the board at this time.
I will, of course, be very glad to appear before your body, furnish all the in-

formation we have at the present time, and answer any inquiries that I can, as
Will also any of my colleagues.
In the course of your hearings questioEs may arise whereby our research and

statistical division may be of service to you and to your committee. I hope you
Will feel free to command us at any time. I can assure you in advance of our
Complete cooperation.

STATEMENT OF JOHN W. POLE (resumed)

The CHAIRMAN. Mr. Pole, in answer to a question of Mr. Strong,
you said you examined the Bank of Italy with 40 men. This is a
plan you worked out to meet the situation which has developed in
connection with the examination of these large groups of banks. Is
that strictly in accordance with the law? The law, as I understand
it, provides that the Comptroller of the Currency, through examiners,
shall examine each bank at least two times a year?

133
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Mr. POLE. Yes, sir. I think there would be no question about
that.
The CHAIRMAN. You do not think it is necessary to amend the law

to cover such situations?
Mr. POLE. I think not. The method of examination is discretion-

ary with the comptroller.
The CHAIRMAN. The law is quite specific, however, in that respect.

It says there shall be at least two examinations each year.
Mr. POLE. It is specific as to the number of examinations, but not

as to the method.
Mr. FENN. You can make more examinations than that if you care

to? It does not restrict you to two examinations? It compels you
to make two, but does not restrict you from making any more?
Mr. POLE. No, sir. Our experience with regard to the examina-

tion of the very large branch banking systems does not cover a long
period of years and we are gradually becoming more and more familiar
with it, and I think we shall be even better able to cope with such
examinations as time goes on. It is quite likely we will have to ma-
terially increase our forces as the banks grow.
The CHAIRMAN. There has been much discussion in regard to the

methods of examining these large branch groups?
Mr. POLE. I am preparing, at your suggestion, a brief in that

connection and am going to lay down, for the committee, the details
of our method of examining the branch bank systems.
The CHAIRMAN. In the past, in regard to these large groups, a

serious question was raised as to whether or not there should not be
a simultaneous examination of the parent bank with the branches.
Of course, under this method that you have worked out, you do not
have a man in each one of the branches at the same time the main
offices are examined, do you?
Mr. POLE. We do not.

METHODS EMPLOYED IN THE EXAMINATION OF THE LARGE BRANCH BANKING
SYSTEMS IN THE TWELFTH FEDERAL RESERVE DISTRICT

Until 1927 there was only one national bank in the twelfth Federal reserve
district maintaining branches and that bank and its three branches were examined
simultaneously. When a State bank was converted into a national bank with
287 branches the Comptroller of the Currency was confronted with a new and
somewhat perplexing problem. If the bank and its branches were to be examined
simultaneously, a force of more than 400 men would be required. The State
department had found it necessary in making a simultaneous entry to employ
temporarily a number of certified public accountants and others for this pur-
pose but this practice was unsatisfactory on account of their lack of knowledge of
the State banking laws and the rulings of the banking department; also for the
further reason that improper comments were sometimes made of the bank's
affairs by their temporary employees.

After careful consideration, and consultations by the chief examiner of the
twelfth district with his associates, it was concluded that the best results would
be accomplished by considering each branch as a semiindependent unit, for the
reason that it would be a practical impossibility to assemble a force of 400 men
who had the necessary detailed training and experience to make a simultaneous
entry into each of the branches and to submit reports that could be merged into
one complete and intelligible consolidated report.
The larger branch-banking systems do not make up a consolidated balance

sheet daily, though daily reports are required from the branches so that a bal-
ance sheet for the entire system can be made for any given date. Daily com-
putations are made of items necessary to determine required res.:ryes. When
an examination of one of these systems is begun the examiners must close the
books as of that date and obtain a balance sheet for the entire system, regardless
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of the method of examination used. Since branch banking is comparatively
new to the chief examiner and his staff in the twelfth district, the method of
examination of the larger branch-banking systems has heretofore been varied
from time to time. While the method now being employed will be described it
is necessary to refer to our experience with at least one other method used.
In one of the earlier examinations of the large branch-banking systems forms

were prepared (specimens herewith) to be executed by branch managers, giving
a complete inventory of assets of each branch, as of date named, in sufficient
detail that a consolidated report could be made therefrom excepting, of course
(the most important part of any examination) the valuation of assets and their
Classification as "Slow," "Doubtful," or "Loss." In this particular examina-
tion simultaneous entry was made into the head office and five of the larger
branches so that the examiners actually covered and verified approximately 60
per cent of the bank's total assets. As fast as the examiner in charge could
release his men from the larger branches they were sent to the remaining branches
With a copy of the previous report of examination of the daily statement of the
branch as of date of current examination and of the branch manager's own in-
ventory of the assets of his branch as of that date. The examinr was under
instructions to examine the branch as of the date he reached it, but to make a
sufficient check of the manager's inventory to satisfy himself of its accuracy.
Inaccuracies discovered were trivial and largely attributable to carelessness or
failure to correctly interpret instructions from the chief examiner. It would be
Possible to make an audit of the accounts by this method, but this course would
be impracticable on account of the time and expense involved. Therefore, the
examiners contented themselves with "spot checkings"; that is, tracing out to
their final conclusion the larger items involved.
The method above referred to has developed the fact that the same borrower

is found in only one branch except in rare instances when a border customer
borrows from a second branch without the branch manager's knowledge. This is
Usually discovered at the head office which arranges for such borrowings to be
concentrated at one branch.

Relative to the exchange of loans or other assets between branches it may be
said that this is positively prohibited without the consent of the head office.
To illustrate, a large branch banking system purchased a bank in a town, which
it merged with its existing branch there. The assets purchased included some
$300,000 of loans on real estate located in a section much nearer the other branches
of the bank and by direction of the head office these loans were sent to other
branches where they would receive the closer per sonal attention from the local
manager. Another point of interest here is that branches do not carry accounts
With each other. No. 20 will send checks upon No. 40 direct to it, but a copy of
the letter of transmittal goes direct to the head office where all interbranch
accounting is done. If No. 40 protests important items, of course No. 20 is
notified by wire, but that has no effect on the accounting. In theory (of course,
not in practice) the branches can be examined from the head office files and rec-
ords, including all loans for more than $1,000.
An examination of a large branch bank system was begun on December 31,

the date on which it was known the bank would obtain from its branches a daily
statement and compile a balance sheet for the entire system. The head office
only was examined on that date, including, of course, the administration depart-
'Dent. The consolidated balance sheet contained assets of the head office verified
by the examiners, as well as the assets reported by the branches. Examiners
Who were later sent to examine the branches were requested to carefully consider
important changes between the daily statement of December 31 and the date of
their entry into the particular branch, and to follow to a final conclusion any
item bearing evidence of suspicion or irregularity. This would seem to be as
far as the examiner can go with tilt individual branch. If irregularity exists
It is usually the result of collusion between employees of two or more branches
and this, of course, is possible between men in two or more unit banks. The
tnventory method enables the examiners to audit the period between date of
inventory and date of examination of the branch and, therefore, provides protec-
tion against the exchange of assets between branches.
Branch bank systems carry their bond anti securities investments, brokers'

loans, commercial paper, and bankers' acceptances at the head office, so that in
tin examination the examiners have to consider only those securities which have
already been placed under seal and such as may be in transit, the receipt of which
they verify by an inspection of the securities upon arrival at the head office.

•
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Interbranch accounts are carried through the head office entirely. For
instance, branch No. 10 will send to No. 30 its cash letters, copies of these letters
and the replies thereto, whether return items or credits, are sent to the head office
where all of the accounting is conducted. The method, of course, reduces the
possibilities for any improper transfer of items or fictitious credits between
branches.
As a matter of information it may be stated that the larger branch banking

systems maintain thorough auditing departments, which report direct to the
executive officers and through them to the executive committee and board of
directors; they also maintain a comptroller's department and an examining
department. The national bank examiners have found these departments
usually to be the most efficient of any of the departments of the bank.

If we had the type of branch banking which has been suggested by me there
should be developed a continuous contact between the examining force and the
executive committee of a branch institution and its board of directors. There
is no doubt that in such an institution the initiation of policies which control
the management are of great importance and the Government should be in a
position to gain immediate first-hand information in order that the public might
be protected.

To examiners and assistants:
In the present examination of the bank please observe carefully the following

instruc dons, suggestions, and comments
Branch examinations will be conducted as if each branch were a unit bank.

A consolidated balance sheet will be prepared as of the date on which the head
office is examined, namely, December 31, 1929. No data will be required from
examiners in branches for this balance sheet.
(1) Transcripts of accounts with head office will not be required.
(2) All assets (except accounts, including transit, with head office) should

be verified, including cash count, listing of loans and discounts, items for collec-
tion sent elsewhere than head office, etc., tracers to be sent by examiners return-
able to chief examiner. It will not be necessary to verify the liabilities.
(3) Give date of report on head office on page 1.
(4) Consolidated schedules (except bonds, etc.) will be compiled from your

reports of branches. These reports will be compiled on Form 1424—E and
references to schedules in these instructions refer to that form.
(5) Give all information in detail called for in Schedule 1, on page 2, and in

addition show the following in each instance:

Total direct loans to directors, officers, and em- Secured Unsecured
ployees 

Total direct loans to advisory board members_

(6) Give in detail all information called for in Schedule 2, page 2, and in addition
show:

Total direct loans in which directors, officers, or em-
ployees are interested 

Total direct loans in which members of advisory
board are interested 

Secured Unsecured

(7) In addition to information called for by Schedule 3, page 2, show par
value of national bank stocks pledged as collateral to bank under examination
and name or names in which stock is issued, that we may determine whether
directors are disqualified.
(8) In schedule of "Overdue paper" please show totals of class A and class

B as follows:

A. Total bad debts as defined by sec. 5204, United States Revised
Statutes (including real estate loans of $ 

B. Other overdue paper (including real estate loans of $  )  $ 

(9) The schedule "slow and doubtful paper and losses on loans" should rep-
resent the examiner's opinion after full discussion with officers of the branch
(and local directors, where necessary), and if there is a material difference of
opinion, that fact should be discussed in detail in the confidential section of
the report, and we should be supplied with full information on all important
loss items that they may be intelligently discussed with officials at head office.
(10) The schedule of real estate loans requires unusually careful attention.

Item 1 thereof (D. P. C.) refers only to those loans acquired since March 1,
1927, date of nationalization, and should include only those loans acquired in
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settlement of debts previously contracted in good faith. Nonconforming loans
held prior to date of nationalization, or March 1, 1927, or any renewals thereof
should be included with other nonconforming loans, total to be shown under
item 4, "Nonconforming loans held at date of conversion."
. Nonconforming loans acquired since March 1, 1927, should be shown under
item 3, as in violation of law.

Detailed schedules must be made ot items 1, 3, and 4, and in addition thereto,
please recapitulate schedule 4 under the following headings, showing totals:
Value, $ ; maturity, $----; unimproved, $----.
Totals only need to be shown for item 2.
In classifying nonconforming loans please make careful inquiry of branch

managers relative to each and do not rely wholly upon appraisal certificates, for
we have found that highly improved, income-producing agricultural land has
been reported Unimproved," the examiner following the synopsis of the ap-
prasiers' report, so made because there is no residence on the property. Those
classes nonconforming on account of value should also be carefully considered.
(11) Item 2., page 7, should contain a complete schedule of overdrafts of six

months duration, showing names, and dates of inception, and those considered
uncollectible should be marked
(12) Reference is made to page 6, "Other assets." Your report on suspense

resources should show date of item, brief description and classification. Total to
agree with line 9 of face of report. Please also prepare a separate schedule. of
suspense liabilities or other liabilities, showing dates, brief description and
amounts.
Items carried under city cash collection account and documentary transit

account should be carefully scrutinized and totals shown separately' on page 1.
All transit items are to be verified.
(13) Accounts maintained by other banks with the individual branches should

be verified in the usual manner.
(14) Do not examine trust department. This will be done by an examiner

especially designated for this purpose.
(15) Make up a schedule in confidential section showing loans secured by any

of the following stocks:
Totals only need be shown, e. g., "Loans on stock of affiliates, $10,000, 100

shares; $35,000, 200 shares." •
(16) Omit items 4 and 5, page 7; items 10, 11, 14, and 15, page 8; schedule 1,

Page A (salaries) and item 5, page B.
(17) Pencil copies of reports of examination of branches in the southern

division should be promptly forwarded to examiners for review with credit
department, or that he may arrange for such conference in important cases, with
the examiner who makes the examination. If. for any good reason you desire
to personally discuss criticisms with the credit department, please so advise
When transmitting your report.
(18) In submitting your monthly budget report, please show expenses as a

separate item. (This will be included in the chief examiner's office with
subdistrict A).

Respectfully,

To the manager, Branch •
DEAR SIR: In order to facilitate an effective examination of the  

and its branches as of the close of business   you are requested to prepare
In triplicate and forward to T. E. Harris, chief national bank examiner, the
following schedules in duplicate retaining triplicate for your files. It is important
that this data be forwarded at the earliest possible moment and that totals of
schedules agree with daily financial statements.

In order that there may be uniformity, all branch managers must use legal size
Paper in preparing schedules, and place the name of your branch on each sheet
of the report. If you do not have a supply of legal paper, purchase a supply
locally.
Schedule No. 1.—Statement of assets and liabilities as of above date on the form

Used in submitting this information to the head office. This includes all depart-
inents.

Schedule No. 2.—All loans to directors, officers and employees, including members
of the board of directors of the head office, and advisory board of any branch,
With detailed list of collateral or security thereto.

T. E. HARRIS.

SAN FRANCISCO, CALIF.
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Schedule No. 3.—Loans to corporations in which any director, officer, employee
or advisory board member is interested, with detailed description of collateral or
security thereto, together with name of party interested therein.

Schedule No. 4.--List of all overdrafts of directors, officers or employees showing
date of inception. Also list of all other accounts showing overdrafts which are of
more than six months' standing. (This schedule will not balance with D. F. S.).

Schedule No. 5.—A detailed list of public funds on deposit, showing name, title
and address of officer who controls the account, amount of deposit and rate of
interest paid thereon (including deposits of all Government, State, county and
municipal authorities.).

Schedule No. 6.—All individual deposits (not including public funds, savings
deposits, or certificates of deposit) on which interest is paid, omitting names,
but showing aggregate amount for each rate paid. (This schedule will not
balance with any account on D. F. S.)
Schedule No. 7.—Schedule of all unsecured loans, showing name of borrower,

amount of loan, and, if past due, date to which interest has been paid.
Schedule No. 8.—Schedule of all secured loans, showing name of borrower,

amount of loan and, if past due, date to which interest has been paid and an
itemized list of collateral or security thereto.

Schedule No. 9.—List in detail all "Suspense resources" showing collateral
or security thereto.

schedule No. 10.—Schedule of all loans secured by real estate mortgage or
deed of trust giving details provided for in pro forma schedule attached. In
column 8 of the schedule indicate whether secured by improved farm land
(I. F.), improved city property (I. C.), or unimproved real estate (unimp.).
If mortgagd was taken to secure a debt previously contracted in good faith
this fact should be indicated by "D. P. C.". Also indicate in column 8 on
past due items whether interest is payable semiannually (S. A.), quarterly
(Q.), or monthly (M.) and date to which interest has been paid. (Property is
within legal boundary if located in Federal reserve district.)

Schedule No. 11.—Schedule all bonds, warrants, and other securities, showing
par value, name, maturity, book value, and interest rate.
See specimen schedules attached for your guidance.

Yours very truly,

Chief National Bank Examiner,
Federal Reserve District.

Branch managers should compile data asked for on legal size paper. The first
page of each schedule must bear the columnar headings indicated below; and
must bear the name of the branch.

Schedule No. 1.—This must be compiled on your regular form of report to head
office (Forms GL, lx, and GL, 2x):

Schedule No. 2.—Loans to directors, officers, employees, and advisory board
members:

Name Amount Collateral or security in detail

Schedule No. 3.—Loans to corporations in which directors, officers, employees,
of advisory board members are interested:

Name Amount Name of party interested Collateral or security
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Schedule No. 4.—Overdrafts:

Name Amount Date of inception

139

If a director, officer, or em-
ployee, so state

Schedule No. 5.—Public funds on deposit:

Name of official Title Address Amount Interest
rate

Schedule No. 6.—Interest paid on individual deposits:
Two per cent on deposits aggregating.
Two and five-tenths per cent on deposits aggregating, $ 
Three per cent on deposits aggregating, $ 
Three and five-tenths per cent on deposits aggregating, $ 
Four per cent on deposits aggregating, $ 
Over 4 per cent on deposits aggregating, $ 
Total, $ 
Schedule No. 7.—Unsecured loans. Indicate maturity and date to which

Interest has been paid only on those that have passed date of maturity, and on
demand paper when more than six months' interest is accrued and unpaid. Also
indicate on past-due notes whether interest is payable semiannually (S. A.),
quarterly (Q.), or monthly (M.):

Name of borrower Amount Maturity
Date to which interest is
paid and how payable
(S. A.) (Q.) (M.)

Schedule No. 8.—Secured loans.

Name of borrower Amount Maturity if past due
Date to which inter-
est is paid (if past
due)

Collateral or security

Schedule No. 9.—Suspense resources:
— -- --
Name of debtor Date taken Amount Collateral or security
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Schedule No. 10.—List of real estate loans (special form inclosed):

Schedule No. 11.—Bonds, warrants, and other securities:

Par value Description Maturity and interest rate Book value

List of real estate loans (number of bank,

1

Name of borrower

2

Amount
of loan

3 1

, Esti-
p,i,s, l;,„, mated
' — '''' value of

i property

5

Date mort-
gage taken

6

Maturity
of mortgage

7

State
whether

secured by
improve
farm or
other

property

4

Is prop-
erty

located• •within
legal

boundary
0

Total ,

The CHAIRMAN. Now, referring to the affiliated companies, you
have stated that you thought it proper that the comptroller be
permitted to examine the affiliated companies—companies affiliated
with national banks, and, I am supposing, State member banks of the
Federal reserve system?
Mr. POLE. I had no reference to State members banks because

we have no supervisory powers over them.
The CHAIRMAN. You are speaking particularly of the national

banks?
Mr. POLE. Yes, sir.
The CHAIRMAN. In your examination of national banks, where

there are affiliated companies, have you ever had any access to
affiliated companies in your examination?
Mr. POLE. We have not, except occasionally banks will voluntarily

permit or request us to inspect the assets of an affiliate. We have not
legal authority to do so.
The CHAIRMAN. But you have, in certain instances, been permitted

to examine the affiliated companies?
MT. POLE. Yes, sir.
The CHAIRMAN. That is optional, however, with the banks?
MI. POLE. Yes.
The CHAIRMAN. As to whether you do that or not?
Mr. POLE. Yes.
Mr. FENN. May I ask just one question?
The CHAIRMAN. Yes.
Mr. FENN. Were those inspections of the affiliated companies,

so called, at the request of the banks or bank, or were they at your
request that you should be allowed to examine them?
Mr. POLE. At our request or even at the request of the bank.

hk.
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Mr. FENN. Sometimes the bank might think it would be to their
benefit to have a certification from you?
Mr. POLE. They feel that way; a great many of them.
Mr. FENN. They think it a good idea to have you check up on them?
Mr. POLE. Yes, sir.
Mr. LETTS. Will you get a definition of the term "affiliated com-

panies" into the record at this point, Mr. Chairman?
The CHAIRMAN. Yes; we will be glad, Mr. Pole, if you will give us

the definition of an affiliated company?
Mr. POLE. The stock of an affiliated company is usually held in

trust for the benefit of the shareholders of the national bank and is a
State corporation with power to deal in stocks and bonds, make
investments, and do such other things as are permitted under its
State charter.
The CHAIRMAN. In addition to that, would that include the

ownership of the State bank?
Mr. POLE. Among its investments might be found the stock of

State banks.
The CHAIRMAN. In such a case as that, does your thought extend

to the access, for examining purposes, of State banks, where control
of such an institution is vested in an affiliated holding company?
Mr. POLE. My thought would hardly extend that far, Mr. Chair-

man. My particular reason for examination would be that the close
affiliation of the stock of the affiliated company with that of the
national bank may be such as to affect the national bank should the
affiliated company become in anyway involved.
The CHAIRMAN. Where a securities company owns control of a

State bank, whose solvency would affect the holding company and the
holding company would affect the national bank, should you not
have access to an examination of such a State bank?
Mr. POLE. I hardly think it would be necessary to carry it to the

Point of examining the State bank any more than it would be to
examine any other institution whose stock might be carried as an
asset of the corporation. It would be possible to determine the value
of the assets of the securities company without that.
The CHAIRMAN. Referring to the stock ownership of affiliated com-

panies, I understand some affiliated companies' entire stock is owned
by the stockholders of a national bank and there are other companies
where they are not the same stockholders, but the stock is scattered,
and simply controlled either through control of the officers and
management or control of the stock, and the minority control would
be in the hands of the public. Is that a fact?
Mr. POLE. As far as I know, I think there may be some such

instances.
Mr. LETTS. Do you mean that the stock of the affiliated company

is held by the stockholders of the national bank as individuals or
held in trust for all of the stockholders of the national bank?
The CHAIRMAN. It might be either way. I am seeking information

here. I will be glad to have Mr. Pole answer that.
Mr. POLE. In the ease of national banks the stock is usually held

in trust for the benefit of the shareholders of the national bank.
The CHAIRMAN. It has happened, has it not, in the past where

national banks have declared a dividend and organized an affiliated
100136-30—vor. 1 PT 2-4
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company from the dividend, that the entire capital has come as the
result of the declaration of the dividend of the bank?
Mr. POLE. That is the case.
The CHAIRMAN. This is done with the approval of the comptroller

always?
Mr. POLE. No; I would say not. The comptroller would not have

to approve such a thing as that.
The CHAIRMAN. It could proceed without his approval?
Mr. POLE. If a bank declares a dividend, it is entirely a matter for

the shareholder to decide what he does with that dividend, whether
or not he invests in the stock of a securities company or something
else.
The CHAIRMAN. We have these various methods of organization,

and control of affiliated companies. The national bank law, as I
understand it, forbids the purchase by the bank itself of the stock
of the bank. That is correct, is it not?
Mr. POLE. Yes, sir.
The CHAIRMAN. A national bank is not permitted to deal in its

own stock in any manner whatsoever?
Mr. POLE. A bank may acquire its own stock to secure a previous

indebtedness.
The CHAIRMAN. It has come to my attention that some of these

affiliated holding companies, where the entire capital stock is owned
by the same stockholders as the national bank, have been buying
national-bank stock—the stock of the affiliated national bank.
Would you consider that to be legal under the national bank act?
Mr. FORT. Will you state that question over, please?
The CHAIRMAN. I was stating where the stock of a company affili-

ated with a national bank, is 'buying the national-bank stock, the
purchase of which is forbidden under the law to the bank itself, but
is purchased by the holding company 
Mr. FENN. The stock in the parent company?
The CHAIRMAN. In other words, that which is prohibited in the

national bank law to a national bank, is being carried on by the
purchase and sale by an affiliated company. Is that an evasion of
the law, or of the intent of the law, or is it legal?
Mr. POLE. Where a State corporation is permitted to buy stock,

I think it would be legal for it to purchase stock in a national bank
with which it might be affiliated. As to whether or not I would
deem that advisable if carried too far, is of course another question.
The CHAIRMAN. There was one particular case called to my atten-

tion—and I do not want to give any arbitrary figures, because I do
not know whether they are exact figures—where one of the affiliated
companies, the stock being owned entirely by the same interests as
owned the national bank, purchased the controlling interest in the
stock of the bank at a price of $350 to $400 a share. The fact that
they were purchasing the stock ran the stock up to between $700
and $800 per chare—just the mere operation of the demand for the
purchase of that stock.
Then I understand other circumstances arose, perhaps through the

crash of last fall, where the stock depreciated in value again, and that
the control of this national bank now rests entirely in the hands of
the affiliated company whose stockholders are exactly the same.
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Le Do you think such a condition as that should be permitted; or should
it be denied?
Mr. POLE. I should think any manipulation of national banks

would be objectionable.
The CHAIRMAN. Is not that a manipulation, to avoid the law?
Mr. POLE. Such a case as you speak of might be so termed.
The CHAIRMAN. It might be construed as a dummy company,

might it not?
Mr. POLE. Yes; it might be so construed.
The CHAIRMAN. Now, in regard to the examination of national

banks and trust departments, which are created by national banks,
under section 11.-K of the Federal reserve act, which I think the
national banks are permitted to do—to have trust departments
and carry on fiduciary relations—are your examiners equipped to
handle that increasing amount of trust business?
Mr. POLE. We are preparing for a more comprehensive examination

of the trust departments, Mr. Chairman. That is an extremely
technical and difficult operation. We are training the men and are
endeavoring to cope with that situation.
The CHAIRMAN. That is an increasing responsibility that comes

through the growth of the trust business being conducted by the
national banks?
Mr. POLE. Yes.
The CHAIRMAN. Now, as to the method of examinations: I under-

stand that so far as the examination of State banks is concerned, that
is done by the Federal reserve and your department has nothing
to do with it?
Mr. POLE. Nothing whatever to do with State banks.
The CHAIRMAN. Do the Federal reserve people ever call upon you

to examine a State bank?
Mr. POLE. No. •
The CHAIRMAN. Now, as to the expense of these examinations.

3 Before I take that up in detail, what arrangement have you with
3 these big banks as to the payment for these continuous examinations?

How is that worked out?
Mr. POLE. We assess the bank on the basis of its total resources.
The CHAIRMAN. Well, is the cost of examination under a con.

tinuous plan such as you are now pursuing, more costly to those
banks than it would be by making individual examinations of the
parent banks and the branches?
Mr. POLE. It is not more costly to the banks, because under the

law a bank shall be assessed on its resources.
The CHAIRMAN. So, the same—
Mr. POLE. So, we do not assess each branch separately.
The CHAIRMAN. But the cost of that examination is levied just

the same as it is on other banks?
Mr. POLE. Just the same.
The CHAIRMAN. Does that actually cover the cost of examination

of these special groups?
Mr. POLE. Practically so. In the large banks, it about covers

the cost. However, I have it in mind to recommend an amendment
to the law which will permit an additional charge for each branch
examined. But we have not done that yet.
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The CHAIRMAN. Will you place in the record a statement showing
just how you levy and collect the assessments for the examination of
banks and show the cost over a period of the last five years—the
annual cost. I would also like to have you put in a list of the names
and addresses of your national bank examiners now in your service,
including their assistants; the chief national bank examiners and their
assistants, and the salaries paid?
Mr. STRONG. And the number?
The CHAIRMAN. Including the number. You can do that, Mr.

Pole?
Mr. POLE. Oh yes, and we will be glad to.
At the completion of an examination the examiner prepares a

bill to cover the cost of the examination. The bill is based upon
minimum charge of $50 on assests amounting to $25,000, the remain-
ing assest are assessed 3 cents on each $1,000.
The following is a statement showing the annual cost of examination

of all national banks for the past five years:
1925 $2,174,428. 74
1926 2, 195,709.69
1927 2,334,705.72
1928 2,352,009.95
1929  2,499,657.68

National-bank =miners and assistants, by Federal reserve districts, March 5, 1930

DISTRICT NO. 1

Name Address Salary

F. D. Williams, chief examiner  Federal Reserve Bank IttiMug, Bos. $13,000
ton, Mass. 1

Thomas E. Dooley, examiner  Hartford, Conn.   4, 500
Otis, M. Freeman, examiner  Providence, It. I  4,100
Aloysius W. Green, examiner    Manchester, N. II  4,200
Michael J. Hurley, examiner  Boston, Mass  5, 100
John Isaac, examiner   do  3, 300
W. P. McCall, examiner  Portland, Me  3,300
Daniel F. Murphy, examiner_  Boston, Mass  4,100
Edwsrd F. Parker, examiner do  7,000
Frank J. Ryan, examiner   do  5, 300
George M. Bernier, assistant  Hartford, Conn  1,000
Clyde A. Campbell, assistant  Portland, Me  2, 01 0
Francis Carolan, assistant  Boston, Mass  2, 150
Medville L. Clark, assistant   do  2.000
Henry V. Cunningham, Jr., assistant   do  1,100
Ernest G. Flint, assistant  do  1,020
W. C. Fridstrom, assistant do    2,300
Gerald Griffin, assistant do  2,440
Russell A. Hersee, assistant  _do  2, 100
Julian R. Hohenstein, assistant   do  3, 000
Griffith Wm. Jones, assistant   Rutland, Vt  2,040
Daniel I'. Miller, assistant  Boston, Maas  1.620
Gordon I. Miller, assistant   do  1,620
Harold Wm. Randall, assistant  Providence, R. I  1, 020
George A. Smart, assistant  Boston, Mass  1,740
Howell B. Voight, assistant  _do  2700Allan F. Wright, assistant  Manchester, N. II  2, If 0

DISTRICT NO. 2

Owen T. Reeves, Jr., chief examiner 

Cecil Ashwood, examiner 
Otis W. Beaton, examiner 
Harold W. Black, examiner 
Francis S. Clarke, examiner 
Raymond G. Dann, examiner 
Carlos B. Dawes, examiner 
Andrew MacKenzie Douglas, examiner 
C. C. Francis, examiner 

•

$25 Federal Reserve Bank Building,
New York City, N. Y.

Buffalo, N. Y 
New York, N. Y 
Buffalo, N. Y 
Kingston, N. Y 
Utica, N. Y 
Albany, N. Y 
New York,N. Y 

do 

$20, 000

3, 900
4.200
$, 000
3,000
4,0(5)
2, 700
3,000



Address

Watertown, N. Y 
New York, N. Y 
 do 

do 
 do 

do 
Geneva, N. Y 
New York, N. Y 

do 
 do 
 do 

do 
 do 
Albany, N. Y 
New York, N. Y 
Albany, N. Y 
New York, N. 1" 

do_  
do 

 do.  
 do 
Albany, N.  
New York, N. Y 
 do 

do 
 do  
Albany, N. I' 
Watertown, N.  
New York, N.  

do 
do 

 do 
do_  

 do 
do 

 do.  
do 
do 

 do_  
do_  

Buffalo, N.  
New York, N. Y 
 do 
 do 
 do 
 do 
Buffalo, N.  
New York, N. Y 
 do 
 do 
 do 
 do 
 do 
Albany, N. Y 
New York, N. Y 

do 
do 

 do 
 do 
Utica, N. Y 
Buffalo, N. Y 
New York, N.Y 
Buffalo, N. Y 
Albany, N. Y 
New York, N. I' 
 do 
 do 
Kingston, N. Y 
New York, N. Y 
 do 
 do 
 do 

do 
 do 
 do 

BRANCH, CHAIN, AND GROUP BANKING 145

National-bank examiners and assistants, by Federal reserve districts, March 5, 1930-
Continued

DISTRICT NO. 2-Continued

Name

Paul L. Hotchkin, examiner 
Peter J. Lorang, examiner 
Albert P. Luscombe, examiner 
A. B. McCans, examiner 
Chas. J. Machleid, examiner...... 
Robert Neill, examiner 
Thos. J. O'Connor, examiner 
Harold P. Robinson, examiner 
J. Oscar Roots, examiner 
Lewis A. Shea, examiner 
William F. Sheehan, examiner 
Raymond R. Shroyer, examiner 

E. Stewart, examiner 
Jesse M. Strong, examiner 
John L. Watts, examiner 
Edward B. Wilson, examiner 
Harold C. Adams, assistant 
Ferdinand A. Barg, assistant 
John W. Beaton, assistant 
David S. Birch, assistant 
Edwin C. Boa), assistant 
Melvin J. floe, assistant 
Edward C. Boyce, assistant 
John-Charles Brogan, Jr., assistant 
Irvin N. Clary, assistant 
Arthur H. Coe., assistant 
William G. Coo, assistant 
Donald S. Day, assistant 
Wyman C. Donaldson, assistant 
Thorpe G. Drain, assistant 
Cauldwdll A. Dunham, assistant 
Van Wert Ellis, assistant 
Walter V. Ferris, assistant 
Gilbert W. Gardner, assistant 
Edmund J. Graves, assistant 
Gordon R. Graves, assistant.... 
Harmon Leon Hensley,. assistant 
Edw. N. Howland, assistant 
John J. Irwin, assistant 
Irwin L. Jennings, assistant 
Lewellyn A. Jennings, assistant 
Walter Larsen, assistant 
Felix J. McCarthy, assistant 
Francis X. McKeone, assistant 
Victor M. Meister, assistant 
Harry Messer, assistant 
O. S. Nichols assistant 
George W. Nielsen, assistant 
Knud Ott, assistant 
Donald Patterson, assistant 
Benjamin Peticolas, assistant 
Herman L. Pritchard, assistant 
Oliver B. Proctor, jr., assistant_.  -
Donald E. Pugh, assistant 
Harold A. Reitz, assistant 
John R. Reynolds, assistant 
Richard Sailer, assistant 
Joseph A. Sales, assistant 
Ernest John Scharpf, assistant 
Arnold F. W. Schneider, assistant 
Harold Jesse Seeley, assistant 
Joseph James Silas, assistant 
Kendrick J. Smith, assistant 
A. Kenneth Spaulding, assistant 
Francis R. Steyert, assistant 
Charles F. Strenz, assistant 
R. B. Stringfellow, assistant 
Clarence A. Clary, assistant 
Gerald F. Varnum, assistant 
Chester I. Wenman, assistant 
Franklin Parker West, assistant 
Adam Wetzel, assistant 
Wm. F. Wilkinson, assistant 
Herbert G. Wing, assistant 
George W. Wood, assistant 

Salary

$4, '2(10
7,000
4, 200
9,800
4, 000
6,500
3,300
3,600
7,000
4,000
7.000
3,5(5)
3.000
5, 000
4,200
6,000
2,620
1, 800
3,500
1,500
2,000
2,100
2.620
2,400
2, 520
1, 520
1,800
2.220
1,800
2,000
2, 400
2,400
1,920
2,160
2.400
2, 280
2, 100
3,800
2,520
2,000
1,64)

4(K)
1,800
3.000
2,400
3, 120
2, 000
2,100
2,520
2,400
1,920
1,800
2,000
1,620
3,000
2,220
2, 520
3, 300
2,100
2,680
2,400
2,700
1,600
2,200
3, 000
2, 640
2, 720
2,040
2,520
2,520
1,620
2,400
2,240
1,920
2,640

A
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National-bank examiners and assistants, by Federal reserve districts, March 5, 1930-
Continued

DISTRICT NO. 3

Name

Stephen L. Newnham, chief examiner 

Edward A. Allanson, examiner 
William B. Baker, examiner 
Alfred Boysen, examiner 
Henry B. Davenport, examiner 
R. Gordon Finney, examiner 
Charles 11. Hartman, examiner 
John li. Ketner, examiner 
Francis .1. McGinnis, examiner 
George L. Madill, examiner 
Frank T. Ransom, examiner 
Joseph H. Siebert, examiner 
George F. Smith, examiner 
Vernon G. Snyder, examiner 
Lloyd W. Stover, examiner 
Marshall Abrahamson, assistant_  
Norman H. Anderson, assistant 
Carl B. BaIdt, assistant 
Norman 0. Bloom, assistant 
John Calvin 13rachbill, assistant 
Albert A. Burford, assistant 
Roy F. Cowan, assistant 
Howe MacLean Crawford, assistant 
Ira L. Hall, assistant 
Frank B. Hower, assistant 
Samuel N. Jones, assistant 
.1. Elmer Kil'mond, assistant 
William A. Lank, assistant 
J. Wesley Little, assistant 
B. J. McGilvery, ass.stant 
Joseph A. McLaughlin, assistant 
Conrad Melas, assistant 
Russell K. Metz, assistant  -
M. J. AI uldowney, assistant 
Edward J. O'Rourke, assistant 
Troy Rhoads, assistant 
Raymond W. Scharfenberg, assistant 
Dwight Andrews Segar, assistant 
Ray DuPont Smith, ass.stant 
Leon A. Stanger, ass,stant 
Lenwood M. 'VanOrsdale, assistant 
Richard F. Walsh, assistant 

Address Salary

1500 Walnut Street, Room 1603, Phila-
delphia, Pa.

Philadelphia, Pa 
 do 
Wilkes-Barre, Pa 
Lancaster, Pa 
Philadelphia, Pa 

lo 
Reading, Pa 
Philadelphia, Pa 
Altoona, Pa 
Philadelphia, Pa 
Williamsport, Pa 
Ilarrisburg, Pa 
Sunbury, Pa 
Philadelphia, Pa 

do 
Reading, Pa 
Philadelphia, Pa 
Altoona, Pa 
Philadelphia, Pa 

do 
do 

 do 
Lancaster, Pa 
Reading, Pa 
Philadelphia, Pa 

do 
 do 

do 
 do 

do 
do 
do 

 do 
Sunbury, Pa 
Philadelphia, Pa 
Williamsport, Pa 
Ilarrisburg, Pa 
Philadelphia, Pa 
 do 
Wilkes-Barre, Pa 
Philadelphia, Pa 

$15,000

6,000
7,000
4,200
6,200
3,000
4,800
3,000
3,000
4,200
5,800
3,000
4,200
4,800
3, 600
2, 500
1,800
1,800
1,620
1,500
1, 740
2,040
2,044)
2,040
1, 620
3,300
3,010
1, 5110
1,500
2,160
2, 700
1.920
1,860
1,800
1,500
1, 740
1,800
1,740
1.860
1,680
2,040
2, 160

DISTRICT NO. 4

William Taylor, chief examiner 

Jas. W. Austin, examiner 
Ben .7. Blaakley, examiner 
Addison A. Clarke, examiner 
A. Burton Faris, examiner 
Ira J. Fulton, examiner 
George R. Oaskell, examiner 
Lester P. Hauschild, examiner 
Floyd P. Hunt, examiner 
Harry L. Lanum, examiner 
Louis A. Norman, examiner 
Richard Rossman, examiner 
William J. Schechter, examiner 
Michael II. Sims, examiner 
George H. Smith, examiner 
Loren Swenson, examiner 
Frank G. Abbey, assistant 
Donald W. Allen, assistant 
Joseph V. Denney, Jr., assistant 
Chapman C. Fleming, assistant 
William B. Frantz, assistant 
Herbert L. Gernandt, assistant 
Howell H. Harris, assistant 
Wilmot Louis Harris, assistant 
Clyde Hendrix, Jr, assistant 
Preston P. Kellogg, assistant 
Walter J. Kunzi, assistant 
Marcellus R. Lare, Jr., assistant 
Wendell C. Laycock, assistant_ 
Paul 0. Malone, assistant 

715 Federal Reserve Bank Building,
Cleveland, Ohio.

Cleveland, Ohio 
Wheeling, W. Va 
Lima, Ohio 
Richmond, Ky 
Cleveland, Ohio 
Mansfield, Ohio 
New Castle, Pa 
Cleveland, Ohio 
Cincinnati, Ohio 

do 
Pittsburgh, Pa 

do 
 do 
Greensburg, Pa 
Painesville, Ohio 
Mansfield, Ohio 
Pittsburgh, Pa 

do 
Cleveland, Ohio 
Pittsburgh, Pa 
 do 
Columbus, Ohio 
Cleveland, Ohio 
Painesville, Ohio 
Richmond, Ky 
Cincinnati, Ohio 
Pittsburgh, Pa 
Columbus, Ohio 
Pittsburgh, Pa 

$10,000

3,300
4,200
4, '200
4,200
6, 500
4.000
3,000
2,700
3,300
3.600
3, 500
7,000
5,000
5, 100
4, 500
1,920
1,560
1, 320
1,620
2,040
1,740
2, 160
1,500
1,500
2.000
2, 120
1,680
2, 160
2, 160
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National-bank examiners and assistants, by Federal reserve districts, March 5, 1930-
Continued

DISTRICT NO. 4-Continued

Name Address Salary

Charles J. Miller, assistant 
Robert D. O'Grady, assistant 
Ira Paine, assistant 
John H. Polo, assistant 
Sherman C. Shull, assistant 
E. Trimble Smith, assistant 
Harold N. Smith, assistant 
Benjamin D. Staggers, assistant 
Gordon E. Starkey, assistant 
',eon F. Stroefer, assistant 
Curtis D. Thomas, assistant 
Chelsea E. Underwood, assistant 
11. M. Walker, assistant 

New Castle, Pa 
Pittsburgh, Pa 

do 
Cleveland, Ohio 
Greensburgh, Pa 
Columbus, Ohio 

do 
Wheeling, W. Va 
Lima, Ohio 
Pittsburgh, Pa_ 
 do 
Painesville, Ohio 
Cleveland, Ohio 

$1,900
2, 160
2,400
2.000
1,860
2,000
1,860
1,860
1,860
1,920
1,880
1,920
2, 100

DISTRICT NO. 5

Ralph W. Byers, chief examiner 
Joeeph A. Amrhein, examiner 
Jennings I.. Bailey, examiner 
John W. Dalton, examiner 
Charles W. Green, examiner 
Thos. F. Kane, examiner 
John R. McMullan, examiner 
Chas. W. Motter, examiner 
F. C. Ockershausen, examiner 
Paul C. Ramsdell, examiner 
Charles A. Stewart, examiner 
H. F. Stokes, examiner 
D. Robertson Wood, examiner 
Maurice I.. Barnett, jr., assistant 
James P. Banter, jr., assistant 
Wilfred H. Blanz, assistant 
Douglas W. Cahill, assistant 
Francis J. Clark, assistant 
Lewis II. Clark, assistant 
Earl B. Crabtree, assistant 
James S. Ellington, assistant 
Hugh W. Folger, assistant 
J. Cooke Grayson, assistant 
Frank A. Gunther, Jr., assistant 
James C. Hopkins, assistant 
William E. Howard, Jr., assistant 
Vernon D. Palmer, assistant 
Garrett A. Pendleton, assistant 
Alton L. Powell, assistant 
Robert M. Seabury, assistant 
Douglas 0. Starr, assistant 
William M. Taylor, assistant 
William T. Vandoren, assistant 
Win. H. Wheelwright, Jr., assistant 

Washington, D. C 
Richmond, Va 
Washington, I). C 
Charlotte, N. C 
Cumberland, Md 
Washington, D. C 
 do 
Raleigh, N. C 
Columbia, S. C 
Washington, D. C 
 do 
Huntington, W. Va 
Pulaski, Va 
Washington, D. C 
 do 
 do 
Charlotte, N. C 
Washington, D. C 
 do 
 do 
 do 
 do 
 do 

do 
Huntington, W. Va 
Pulaski, Va 
Raleigh, N. C 
Washington, D C 
Richmond, Va 
Cumberland, Md 
Washington, D. C 
 do 
 do 
 do 

$10,000
4,100
4,500
4,500
4,200
4.200
4,800
3,800
3,900
4, 500
4,200
3,300
5,000
2,040
1,860
2,280
1,680
2, 220
2,000
1.320
1,860
1,620
3,6(8)
1,680
1, 740
1,800
1,920
2,000
1,920
2, 160
2, 100
2,160
1,980
2. 180

DISTRICT NO. 6

Ellis 13. Robb, chief examiner 
Albert A. Basham, e‘amlner 
James J. Byrne, examiner 
Field F. Cunningham, examiner 
Clyde J. Evans, examiner 

W. 
Morris Lammond, examiner 

w. P. Llfsey, examiner 
John B. Luiken, examiner 
James W. S. Aylward, assistant 
Edward C. Barnes, assistant 
_Wm. A. Cottingham, assistant 
_need Dolab, assistant 
Lori= C. Hendrix, assistant 
Donald F. Houser, assistant 
....Leonard C. Johnson, assistant 
.."1011am H. Lewis, jr., assistant 
4efferson S. McClain, assistant. 
E. P. Medlock, assistant 
Hiram C. Miller, assistant 
Turner Rice, Jr., assistant 
Wilbur W. Sasser, assistant 
Aldine K. Snead, jr., assistant 
Gilbert M. Stall, assistant James M. Stooksbury, assistant 

Atlanta, Ga 
Knoxville, Tenn 
Montgomery, Ala 
Lakeland, Fla 
Nashville, Tenn 
New Orleans, La 
Albany, Oa 
Birmingham, Ala 
Atlanta, Ga 
Montgomery, Ala 
Atlanta, Ga 
 do 
 do 

do
do 
do 
do 
do 
do 

Nashville, Tenn 
Atlanta, Oa 
 do 

do 
 do 

$12, 000
4, s00
3, ( 00
3, I 00
5. 200
4, 700
4, 200
4.700
1.500
I, 920
1, 500
2,220
1.500
l, S00
1, 500
1,1)20
2,000
3, 00
1,500
1, e00
1,500
1. r20
1,740
1,500
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National-bank examiners and assistants, by Federal reserve districts, March 5, 1930-
Continued

DISTRICT NO. 7

Name

A. P. Leyburn, chief examiner 

Glenn W. Baugh, examiner 
Robert S. Beatty, examiner 
Lysle S. Burk, examiner 
Willston A. Cutler, examiner 
Leo D. Donovan, examiner 
Samuel W. Dye, examiner 
Horace S. French, examiner 
Barry R. Fuller, examiner 
Raby L. II opkins, examiner 
E. M. Joseph, examiner 
harry A. Laird, examiner 
Harold E. Laufer, examiner 
William R. Nolan, examiner 
Henry F. Quinn, examiner 
David II. Reimers, examiner 
.J. Lyell Sanders, examiner 
Robert K. Stuart, examiner 
II. W. Walker, examiner 
Maxwell M. Ward, examiner 
George Robert Wilson, examiner 
Chester A. Ackley, assistant 
Edward C. Alderson, assistant 
T. F. Barradell, assistant 
Felix Brodthagen, assistant 
Walter F. Busch, assistant 
Orth I. Damns, assistant  
Paul E. Enlow, assistant 
Francis B. Fanning, assistant 
Laurence B. Finn, jr, assistant 
George J. Fitzgerald, assistant 
Theodore Flasks, assistant 
Bernard M. Flynn, assist itit  
F.. L. Gustafson, assistant 
Guy Richard I Wien, assistant
Edward IS. Johnson, assistant
Roger A. McLean, assistant
Francis J. Madden, assist ant
Warren F. Miller, assistant
Maurice It. Moon, assistant
Marshall NV. Murray, assistant  
P. E. Norsen, assistant
William F. O'Meara. assist ant _
J. C. Patterson, assistant 
Ivan L. Potts, assistant 
J. C. Remington, assistant 
Franklin F. Robinson, assistant 
James F. Rush, assistant 
Thomas it. Sayer, assistant 
Joseph W. Sinnott, assistant 
Lawrence B. Thurman, assistant 
Max 'N'an &my, assistant  
Richard J. Wainwright, assistant 
Earl J. Walters, assistant ----------

Address

164 West Jackson Boulevard, room
1209, Chicago, Ill.

Sioux City, Iowa 
Decatur, Ill 
Des Moines, Iowa 
Rock Island, Ill 
Chicago, Ill 
Peoria, Ill 
Chicago, Ill_ _ 
Indianapolis, Ind 
Detroit, Mich 
Grand Rapids, Mich 
Des Moines, Iowa 
Chicago, Ill_ _ 
Waterloo, Iowa 
Chicago, Ill  '
Des Moines, Iowa 
Indianapolis, Ind 
Milwaukee, Wis 

RWisconsin apids, Wis 
Chicago, Ill 
Danville, Ill 
Fort Wayne, Ind 
Peoria, Ill 
Chicago, III 
Des Moines, Iowa  
Grand Rapids, Mich 
Decatur, Ill 
Chicago, 111 
 do 

do 
 do 

do  
Detroit, Mich 
Chicago, Ill 

CiSioux ty, Iowa 
 Milwaukee, Wis
Chicago, Ill 
 do.  
Rock Island, Ill 
Chicago, Ill 
 do  
 do 
Danville, Ill 
Indianapolis, Ind 

do 
Chicago, III 
Des Moines, Iowa 
Waterloo, Iowa 
Chicago, Ill 

Wisconsin Rapids, Wis 
Des Moines, Iowa 
Chicago, Ill  

DISTRICT NO. 8

John S. Wood, chief examinaer 

Lewis It. Elkins, examiner 
Henry Glenn Harrison, examiner 
Robert K. Hooker, examiner 
William IN. Kane, jr., examiner 
John F. Lilly, examiner 
Stuart H. Mann, examiner 
Russell E. Mooney, examiner.  
Edward A. Vonarb, examiner  
Hal Woodside, examiner 
William R. Young, examiner 
Joseph D. Cowan, assistant 
Robert It. Dickinson, assistant 
Albert W. Doepke, assistant 
Martin J. Franey, assistant 
Hollis Ilaggard, assistant 
Sterling Hale, assistant 
James Parker Hickok, assistant 
Harry II. Holekamp, assistant 

1310 Federal Commerce Building, St.
Louis, Mo.

Evansville, Ind
St. Louis, Mo 
 do 
 do 
Little Rock, Ark 
St. Louis, Mo  
Louisville, K
(*entralia,
Springfield, Mo  
Memphis, Tenu.  
 do 
Louisville, K y
St. Louis, Mo 
 do 

do.
 do.
 do 

..do.

Salary

$12,000

3,000
4,000
2,700
3,900
2,709
4,800
2,300
3,900
5, 300
4, 100
4, 200
2, 700
3, 300
3,300
3,600
3,900
6, 200
8, 700
3, 300
3,000
2,000
1.100
2,700
1, 620
1,800
1,980
2160
1, 680
1,620
2, 000
2,400
2.010
2,280
1.500
2.000
1, 740
2, 160
2, 100
1,440
2. 500
3, 800
I. 920
1, 620
1, 980
I, 620
1,620
2, 100
2,400
1, 920
2,040
1,920
1,680
1,800

$15, 000

1, 20)
3,600
3,300
4,5(X)
4,'200
5, 500
3,600
3,900
6,0(8)
6, 000
1.260
1,620
2, 160
2 040
1,920
1,800
1, 620
I, 200
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National-bank examiners and assistants, by Federal reserve districts, March 5, 1.930-
Continued

DISTRICT NO. 8-Continued

Name

John D. Spires, assistant 
Pope James Walker, assistant 
Fred S. Wetzel, assistant 
Cliff Wood, assistant 

Address

Evansville, Ind 
St. Louis, Mo 
Springfield, Mo 
Little Rock, Ark 

Salary

$1, 740
1,500
1, 740
1,620

DISTRICT NO. 9

Irwin D. Wright, chief examiner 1334 First National-Soo Line Building,
Minneapolis, Minn.

$11,000

Ole A. Anderson, examiner Billings, Mont 4,800
James II. Gentry, examiner Bismarck, N. Dak '2, 700
William F. Huck, examiner Minneapolis, Minn 4, 200
Daniel D. McLaren, examiner Fargo, N. Dak 3,300
Weis Nelson, examiner_ Minneapolis, Minn 3,900
Elmer J. O'Bleness, examiner Sioux Falls, S. Dak 2, 700
Louis H. Sedlacek, examiner  do 5,000
Henry Sevison, examiner Duluth, Minn 4, 500
Lyle T. Stevens, examiner Minneapolis, Minn 4,500
LeRoy J. Van Brunt, examiner  do 3, 600
Francis M. von Birgelen, examiner  do 3,000
Harold Lester Wray, examiner do 3,000
I. Howard Barker, assistant do 1,680
Lorille J. Boyle, assistant  do 1,800
Marvin B. Chapin, assistant  do 1,800
L. Harold Ickler, assistant  do 1,860
Lester G. Le Fevre, assistant  do 1,800
Robert T. Lincoln, assistant  do 2, 100
Reynolds B. North, assistant  do 2,400
Walter W. Olson, assistant do 2, 100
Evan D. Saltzman, assistant  do 1,860
Prank T. Sankovitz, assistant  do 1,980
F. Pinkham Sherman, assistant  do 1,800
K. D. Van Rhea, assistant  do 1,860

DISTRICT NO. 10

Luther K. Roberts, chief examiner 800 Federal Reserve Bank Building,
Kansas City, Mo.

$15,000

Edgar F. Allen, examiner Kansas City, Mo 4,200
Edwin J. Becker, jr., examiner Clinton, Okla 8,600
Rollin 0. Bishop, examiner Kansas City, Mo 3,900
William H. Donahue, examiner Muskogee, Okla 4, 500
Jesse A. Fraser, examiner Ilutchinson, Kans 3,000
Cecil W. Lyon, examiner Norfolk, Nebr 3,300
Walter N. Male, examiner Denver, Colo 3,300
Pleasant V. Miller, examiner ,' Kansas City, Mo  4,000
Frank S. Nelson, examiner I Grand Island, Nebr 3,600
David V. Penn, examiner Oklahoma City, Okla 3,600
Charles T. Rafter, examiner Salina, Kans 3,000
Gerhard F. Roetzel, examiner Oklahoma City, Okla 3,300
Murdo A. Ross, examiner Kansas City, Mo 4,500
Claude L. Stout, examiner Cheyenne, Wyo 3,600
Otis W. White, examiner Denver, Colo 4,800
Elbert L. Williams, examiner Kansas City, Mo 3,000
Clarence It. Anderson, assistant Oklahoma City, Okla 1, 740
Glenn E. Anderson, assistant Kansas City, Mo 1,620
Ralph A. Blackburn, assistant do 1,500
Charles M. Bowles, assistant Denver, Colo  1,740
James E. Bradshaw, assistant Kansas City, Mo   1,500
Ross M. Burt, assistant do  2.700
Dillard Coggins, assistant 
Robert E. Cook, assistant 
Merle Cushing, assistant 
John C. Faulkner, assistant 
Fred Oignilliat, assistant 
Richard S. Goodhart, assistant 

do 
do 
do 
do 
do 
do 

'

Howard N. Hardenbrook, assistant Clinton Okla 
John S. Head, assistant GrandIsland, Nebr 
Paul T. Henninger, assistant Norfolk, Nebr 
Charles 0. Mut, assistant 
William N. Ilurd, assistant 
William B. Knight, assistant 

Kansas City, Mo 
 do 

do 
Charles D. Lents, assistant Oklahoma City, Okla 
Joseph W. Morrlsey, assistant Muskogee, Okla ,054I
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National-bank examiners and assistants, by Federal reserve districts, March 5, 1930--
Continued

Name

D$STRICT NO. 10-Continued

Howard 0. Murray, assistant 
Frank A. Rees, assistant 
Fred L. Rees, assistant 
Cecil 0. Reynolds, assistant 
Edmond Tomlin Richmond, assistant 
Hubert S. Robinson, assistant 
Leonard H. Smith, assistant 
Frank J. Tyliski, assistant 
Louis F. Ward, assistant 
Hilary B. West, assistant 

Address

Denver, Colo 
Kansas City, Mo 

do 
Muskogee, Okla 
Kansas City, Mo 

do 
Hutchinson, Kens 
Cheyenne, Wyo 
Salina, Kane 
Kansas City, Mo 

DISTRICT NO. 11

Richard H. Collier, chief examiner 

Jacob Embry, examiner 
Charles W. Foster, examiner 
Headley B. Gilbert, examiner 
John W. Hawkins, examiner 
Gilbar C. Hedrick, examiner 
Bryan E. Horton, examiner 
William Edgar Hutt, examiner 
Ernest Lamb, examiner 
F. Raymond Peterson, examiner 
William W. Pierce, examiner 
Walter A. Sandling, examiner 
William L. Sibley, examiner 
William N. Whitehurst, examiner 
Grady T. Witt, examiner 
Thomas M. Glass, assistant..  
Lenode Goldston, assistant 
Louie L. Harris, assistant 
J. W. Hudspeth, assistant 
Charles Godfrey Lee, assistant 
Ernest O'llearn, Jr., assistant 
Thomas C. Patterson, assistant 
Virgil P. Patterson, assistant 
Edwin B. Patton, assistant 
Luther K. Roberts, Jr., assistant 
Clyde Shannon, assistant 
Carroll B. Spearman, assistant 
Hunter L. Wilson, assistant 
Leon R. Withers, assistant 
Alfred R. Woodson, Jr., assistant 

1706 Republic Bank Building; Dallas,
Tex.

Dallas, Tex 
San Antonio, Tex 
Wichita Falls, Tex 
Abilene, Tex 
Dallas, Tex 
Waco, Tex 
Sherman, Tex 
Fort Worth, Tex 
IIouston, Tex 
Corsicana, Tex
Dallas, Tex 
Shreveport, La 
San Antonio, Tex 
Amarillo, 'Vex
Dallas, Tex 
Amarillo, Tex 
San Antonio, Tex 

do 
Waco, Tex 
Houston, Tex 
Corsicana, Tex 
Dallas, Tex 
 do 
 do 
Shreveport, La 
Wichita Falls, 'l'ox 
Sherman, Tex 
Fort Worth, Tox 
Dallas, 'Vex 

DISTRICT NO. 12

Thomas E. Harris, chief examiner 

William II. Baldridge, examiner 
Ira I. Chorpening, examiner 
G. S. Collin, examiner 
Anthony J. Cooke, examiner 
Cornelius A. Donahue, examiner 
Charles A. Glazier, examiner 
William M. Gray, examiner 
Marshall Hooper, examiner 
R. Foster Lamm, examiner 
Carve! C. Linden, examiner 
Leland L. Madland, examiner..  
Charles Ilarold McLean, examiner_ _
Clarence E. Morgan, examiner 
Robert E. A. Palmer, examiner 
Albert E. Price, examiner 
John T. Rummel, examiner 
Leo Shapirer, examiner 
Orville C. Taylor, examiner 
Aubrey F. Tolton, examiner 
Max C. Wilde, examiner 
Thomas B. Williams, examiner 
Elmer M. Wright. examiner 
Floyd Andrews, assistant 
John Kenneth Barnes, assistant 
Leland B. Dunham, assistant 

1103 Alexander Building, San Fran-
cisco, Calif.

Spokane, Wash 
Los Angeles, Calif 
Sacramento, Calif 
Los Angeles, Calif 
 do 
Pocatello, Idaho 
Portland, Oreg 
Seattle, Wash 
Santa Ana, Calif. 
Boise, Idaho 
Seattle, Wash 
Los Angeles, Calif 
San Francisco, Calif. .  
Seattle, Wash 
San Francisco, Calif.

do 
Sacramento, Calif 
Los Angeles, Calif 
Fresno, Calif 
Portland, Om 
Los Angeles, Calif 
Portland, Oreg 
San Francisco, Calif 
Portland, Oreg 
 do 

Salary

$1,440
3,000
1,200
1,800
1,440
1,820
1,800
1,800
1,620
1,740

$13,000

6, 300
4, 500
4,700
3,600
4,100
3,300
1,000
6,300
4,500
3,000
4,000
3, COO
3,600
3,300
1,800
1,700
1,620
2,000
1,700
5,920
700

1,500
1,700
1,980
1,700
1,800
1,800
1,900
1,200

$10.000

5, 200
7,500
5,200
3,300
3,300
3,300
2,500
4,300
5,300
3,(5X)
7,000
4,500
3.600
3,300
3,900
3,300
3,900
3,300
3,600
5, 800
3,000
3,600
2, 240
1,000
1,860
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N ational-bank examiners and assistants, by Federal reserve districts, March 5, 1950—
Continued

DISTRICT NO, 12—Continued

Name Address

Charles H. Franklin, assistant 
Edmund H. Galvin, assistant R. N. Geller, assistant A. Earl Harris, assistant Ray A. Hook assistant G. W. Jorres, Jr., assistant Francis H. Ketcham, assistant H. E. Landis, assistant 
Thomas P. McCoy, assistant Arthur J. O'Meara, assistant James Congdon Osborn, assistant E. C. Overton, assistant W. J. Peters, assistant Louis I. Rasmussen, assistant A. W. Scougall, assistant H. E. Scofield. assistant Max Spendrup assistant 
Merton E. Stewart, assistant 

Seattle, Wash 
Santa Ana, Calif 
Los Angeles, Calif 
 do 
San Francisco Calif 
Los Angeles, Calif 
Seattle, Wash Los Angeles, Calif 
San Francisco, Calif C  Los Angeles, alif
Portland, Oreg 
Los Angeles, Calif 
 do 

do 
do  

San Francisco, Calif 
C  Los Angeles, alif

San Francisco, Calif 

Salary

$2, 100
1,800
3, 240
1, 620
2, 400
2, 300
1,500
2,820
2,340
2, 280
1,800
2,340
2, 220
2, 040
3,480
2,340
2,400
2, 280

ASSIGNED TO COMPTROLLER'S OFFICE

William P. Folger, chief examiner Gail W. Crosser', assistant chief examiner 
Reginald M. Hodgson, assistant chief examiner 
W. Waller McBryde, assistant chief examiner 
Clarence F. Smith, assistant chief examiner 
Charles F. Wilson, assistant chief examiner 
Adelia M. Stewart, examiner Sumner E. Kimball, assistant 
W. J. Owens, assistant 

Washington,p. C 
 do 
 do 

do 
do 

 do 
do 
do 

 do 

$11,000
6, 500
9.000
9.000
9,000
6,000
5, 500
3, 600
b. 200

RECAPITULATION IN NUMBERS
Examiners------------------------------------------------------------------------------------------- 194
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The CHAIRMAN. Are you carrying out the system of simultaneous
examination of any parent bank and its branches?
Mr. POLE. Yes.
The CHAIRMAN. They do that in the smaller groups?
Mr. POLE. In the smaller groups.
The CHAIRMAN. Of the branch banks?. .
Mr. POLE. Yes, sir; and as far as possible in the larger groups, by

covering the more important offices.
The CHAIRMAN. The reason you do not examine.  the larger groups

is because it is physically impossible to do so with your present force?
Mr. POLE. Yes.
The CHAIRMAN. If you had a large enough force, you would rather

make a simultaneous examination of those banks?
Mr. POLE. That would be preferable. .
The CHAIRMAN. Referring to the organization of these affiliated

companies, I am not just clear as to whether or not, in your judg-
plant, the affiliated companies, whose stocks are owned entirely or
in part by stockholders of the parent bank or national banks—do you
consider those as legal institutions under the law?
Mr. POLE. As far as I know, Mr. Chairman, they are State char-

tered institutions and I have no reason to question their legality.
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The CHIRMAN. Do your records show the ownership of these com-
panies, where the control of the national banks is vested in the
holding companies or these affiliated institutions?
Mr. POLE. Our records shown on July 1 of each year, where the

stock of these companies is distributed. .
The CHAIRMAN. Is it the usual practice of these companies to have

the stock of a national bank owned in the name of a company or do
they have it in dummy names?
Mr. POLE. Are you speaking of the holding corporations?
The CHAIRMAN. "Yes.
Mr. POLE. I really am not informed.
The CHAIRMAN. I am speaking of what is shown in the stock list of

the national banks as to the ownership of their own stocks—who owns
their own stocks. Do the records of the banks show clearly where
' the holdings of a majority or less than a majority or control of them
are in an affiliated company, or do you have to guess at that?
Mr. POLE. If the stock were in the name of another corporation,

of course the records would show that. It would be very difficult for
us to tell if the stock were held in the name of a dummy—the records,
of course, would not show that.
The CHAIRMAN. In some of Mr. Wingo's questions to you the

other day, he referred to State examinations, and I have understood
from you this morning that you do not have anything to do with the
examination of member banks?
Mr. POLE. That is correct as to State member banks.
The CHAIRMAN. Are you furnished with the examination sheets of

any of these examinations of State member banks which are held
entirely by the Federal Reserve Board?
Mr. POLE. They are held entirely by the Federal Reserve Board.
The CHAIRMAN. In connection with these examinations, what part

of the cost of the maintenance of your office or examinations is paid
by the Federal reserve banks?
Mr. POLE. None of it.
The CHAIRMAN. None of it?
Mr. POLE. No, sir.
The CHAIRMAN. Do you furnish the Federal reserve system with

any information as regards your examination of national banks?
Mr. POLE. Copies of reports of our examination are sent to the

Federal reserve banks.
The CHAIRMAN. Each of the 12 banks?
Mr. POLE. Yes.
The CHAIRMAN. Do they pay anything now for that?
Mr. POLE. The actual cost of typing that report.
The CHAIRMAN. What is that specific charge?
Mr. POLE. I think it is $4.50 or $5 now.
The CHAIRMAN. Will you put into the record the total receipts

from the Federal reserve to your department covering payments to
you for any part of the examination which you have rendered?
Mr. POLE. Yes. The total amount received from such source

for the year 1929 was $77,559.75.
The CHAIRMAN. DO you make any use of the examiners of the

Federal reserve?
Mr. POLE. We do, Mr. Chairman.
The CHAIRMAN. In what manner?
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Mr. POLE. We enlist their assistance in the examination of the
branch-banking systems.
C1The CHAIRMAN. They are always responsive to your calls to
assist in these examinations?
Mr. POLE. Quite so.
The CHAIRMAN. HOW many examiners do the Federal reserve

have—do you recall?
Mr. POLE. I really do not.
The CHAIRMAN. How many chief and assistant chief examiners

have you at the present time? My understanding is that you have
a chief examiner for each Federal reserve district.
Mr. POLE. That is correct.
The CHAIRMAN. That is correct, is it?
Mr. POLE. Yes.
The CHAIRMAN. And each one of those chief examiners has an

assistant, does he?
Mr. POLE. There are examiners who usually act in their stead,

When they are away for any purpose. There is not such a title in
the field as assistant chief national-bank examiner.
The CHAIRMAN. One of the regular examiners assigned to that

district acts as chief when the chief examiner is away?
Mr. POLE. Yes, sir; during his absence.
The CHAIRMAN. In your statement of the names and salaries, and

SO forth, of examiners, I wish you would also include such attorneys
as may be regularly employed by your department, their names and
ftddresses and the amount of salaries or compensation paid and also
information pertaining to those attorneys employed in connection
With failed national banks; and we will also like to have you put in a
brief as to how you handle the business in connection with failed
national banks. You have a department, I believe, that handles that?
Mr. POLE. Yes.
The CHAIRMAN. If you will give us a statement as to how that busi-

ness is handled, we will appreciate it.
Mr. POLE. I shall be glad to do so.
(The statement referred to as being furnished by Mr. Pole is as

follows:)
When a national bank is insolvent, the Comptroller of the Currency, in accord-

epee with the statute, appoints a receiver for such bank; and if there is no pos-
sibility of reopening the bank as a going concern, the receiver thus appointed by
the comptroller proceeds to liquidate the bank and pay its creditors to the limit
Which may be obtained from the realization on its assets. These receivers are
usually appointed from men of experience in this line of work and who may be
errned trained receivers, since they are shifted from receivership to receivership
In accordance with the demands of the work. Such receivers are not paid on a
eonunission basis, as was done in the earlier days of receiverships, but are paid
on a flat salary basis.
.As of December 31, 1929, there were 424 insolvent national banks being ad-

hunistered by 172 receivers, some receivers in the interest of economy having
Charge of more than one bank. The average yearly salary paid these receivers
O n the basis of 424 banks was $1,681 per bank; or, on the basis of 172 receivers,
$4,144 per year per receiver. Under the law, the liquidation of national banks by
receivers is made under the supervision of the Comptroller of the Currency. As
an example, all compromises of debts and all sales of assets are approved by the
Comptroller; all stock assessments are levied by the comptroller, and all dividends
are paid by the comptroller through the issuance of checks. To maintain this
sopervision it is necessary for the comptroller to have in his office a division giving
attention entirely to insolvent matters.
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There is attached hereto a chart showing the personnel of this division as of
December 31, 1929, at which date there were 73 employees, 2 field examiners,
and 4 employees in the office of the general receiver, the general receiver being a
receiver who takes over the liquidation of these receiverships which have been
practically closed out, with the exception of certain miscellaneous assets and un-
finished litigation which would not justify the expense of the continuance of a
resident receiver.
In this division the supervising receiver, the two assistant supervising receivers,

and the receivers shown on the chart as district receivers are all men of experience
from the field, who have been detailed to the comptroller's office by virtue of
their wide knowledge of conditions, their training, and their experience in liqui-
dation work. These men have been brought from various sections of the country
and give direct attention to the receiverships in the sections, the conditions of
which they are familiar. As of December 31, 1929, the total amount of resources
of the insolvent national banks then in liquidation being supervised by the
comptroller's office through the insolvent division was, as of the date of the
failure of the various banks, in the aggregate sum of $344,486,598.

It can be readily appreciated that in these failed banks almost every question
of law can arise. In view of the complexity of these various questions and the
large amount of litigation, with numerous cases going to the Supreme Court of
the United States, it has been necessary to maintain a legal staff in connection
with this insolvent work. At the present time this staff consists of the general
counsel and two assistants; and in accordance with the chairman's request,
their salaries are as follows:

General counsel $ 00
One assistant general counsel  

69; 0000

One assistant general counsel 

The CHAIRMAN. I would like to ask, if in your judgment, 
nationalbank examiners and their assistants are properly compensated?

Mr. POLE. I should say the scale of salaries of examiners is quite
low.
Mr. STEAGALL. Does not the comptroller's office fix those salaries?
Mr. POLE. Yes.
Mr. STEAGALL. That is my recollection of the law.
Mr. POLE. With the approval of the Federal Reserve Board.
The CHAIRMAN. You are speaking now of examiners. How about

the assistant examiners?
Mr. POLE. I think, as a general thing, the assistants are better

paid than the national bank examiners.
The CHAIRMAN. At what salary do you start examiners and assistant

examiners?
Mr. POLE. Assistant examiners are usually started at $1,500 or

$1,600 a year and given the usual per diem in addition to their
expenses while away from headquarters.
The CHAIRMAN. $6 a day?
Mr. POLE. Yes, sir. Examiners quite often start as low as $3,000,

in accordance with their experience and aptitude for the position.
They also receive their regular per diem and expenses when away
from headquarters.
The CHAIRMAN. Sonic examiners are drawing less than $3,000, are

they not?
Mr. POLE. Some of the examiners of the junior grade.
The CHAIRMAN. At what salary do you start them?
Mr. POLE. There is no fixed salary for them, but it is usually

$2,700—$2,500 or $2,700.
The CHAIRMAN. What is your experience as to the turnover among

your examiners?
Mr. POLE. It is quite large.
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The CHAIRMAN. What is the reason for that?
Mr. POLE. An examiner develops perhaps to the point where he

attracts the attention of a bank and they offer him a position which
is much more remunerative than we can pay.
The CHAIRMAN. Taking into consideration the importance of the

position of national bank examiners, clothed with the authority they
have, as well as their assistants, do you not think that the quality of
men employed could be improved a great deal by paying them
higher salaries? In other words, it seems to me that we should have
a very high type of man to be charged with the responsibility of
examining these important banking institutions. I am not intending
in this statement, to reflect upon your present corps of examiners.
I think they are a splendid lot of men—at least those that I have
come in contact with—but I am under the impression that they are
greatly underpaid for the type of work they are doing.
Mr. POLE. Yes.
The CHAIRMAN. I believe you are losing a great many men in your

department to-day because of the fact they are underpaid, and
I believe that you would greatly improve your service if you would
pay them a higher wage. The type of service they render certainly
entitles them to a better salary than they are now getting.
Mr. POLE. I think you are right, Mr. Chairman.
The CHAIRMAN. I sf37 that because I am deeply impressed with the

importance of improving these examinations because of the rapid
and diversified development of the banking systems.
I believe that you have a problem on your hands and I believe it is

most important that you should have the right type of men and that
they should be better paid because they are coming into contact
with the highest officers and managers of national banks; in other
words, they must sustain a certain standard of living to enable them
to meet men drawing salaries of from $10,000 to $50,000 a year in the
management of banks. For that reason, it seems to me— and I am
glad you agree with me—that the service could probably be improved
by paying these men a higher wage.
Mr. POLE. I think there is no doubt of what you say. I think,

however, it would be extremely difficult for us ever to compete in the
matter of salaries with commercial banks. Men getting $5,000 a year
walk into positions of $15,000 a year and men who are getting $7,500 a
year now and then $15,000 or $20,000 a year. It is extremely difficult
to compete with commercial banks in matters of salary.
Mr. FENN. Is it not a fact that your ablest men are drawn away

from you by the coinmercial banks?
Mr. POLE. Yes.
Mr. FENN The ability shown by them attracts the attention of

the commercial banks and their large salaries take them away from
you?
Mr. POLE. Yes, sir; those are the men we lose.
Mr. FENN. Is it not really a training school?
Mr. POLE. For the examiners; yes. We usually consider it such.
Mr. FENN. They go to work at these low salaries with the expecta-

tion of getting higher salaries from commercial banks?
The CHAIRMAN. Mr. Pole, have there been any complaints by the

banks as to the amount of charges levied against them for these
examinations?
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Mr. POLE. No complaints, Mr. Chairman. I might qualify that
by saying that some time ago there was a feeling expressed upon
the part of some of the larger banks that they were paying the loss
which was entailed in the examination of the smaller banks in the
country. They felt they were paying a little more than their share.
The CHAIRMAN. Am I correct in saying that a year or two ago, or

during the period of Mr. McIntosh's term, that out of the funds
collected, under the workings of the budget system put in operation
in each Federal reserve district, under a chief national bank examiner,
a surplus accumulated over and above that, which was paid back to
the banks?
Mr. POLE. Yes, ir.
The CHAIRMAN. How was that disposed of?
Mr. POLE. Returned to the banks, Mr. Chairman, by making

a round of examinations—one examination for each bank at a greatly
reduced rate.
The CHAIRMAN. What was the amount of that accumulation so

reimbursed to the banks?
Mr. POLE. May I insert that in the record, as I have not the

figures in mind.
The CHAIRMAN. Put it in at this point, if you will, please.
Mr. POLE. The amount of accumulation of funds that was reim-

bursed to the banks was $577,118.21, which represented reduction in
fee of 2Y2 cents per thousand of resources.
Mr. WINGO. Mr. Chairman, did you not ascertain—Mr. Pole sug-

gested that some of the larger banks complained about paying for the
smaller banks—I expected you to follow that up by asking if those
banks were the ones mentioned by Mr. Seiberling that were having so
much difficulty in making their expenses.
The CHAIRMAN. Do you put that in the form of a question?
Mr. WINGO. No; I did not, exactly..
The CHAIRMAN. It should be put in the form of a question. Mr.

Wingo, will you restate your question?
Mr. WINGO. Whether or not those who complained were these

larger banks that Mr. Seiberling and you went over their earnings
yesterday—these banks that have such difficulty in meeting expenses,
were they the ones complaining about these examination ex-
penses 
Mr. POLE. As I recall it the only complaints that have ever been

recorded in our officers are complaints from the New York banks.
Mr. WINGO. They were only making about 16 per cent a year and

they were probably trying to find some economics to increase their
earnings.
The CHAIRMAN. You appoint all national-bank examiners and

assistant national-bank examiners and chief national-bank examiners?
Mr. POLE. In the case of the national-bank examiners, with the

approval of the Secretary.
The CHAIRMAN. Secretary of the Treasury?
Mr. POLE. Yes, sir.
The CHAIRMAN. Now if branch banking is permitted in the country

as you suggest, limited to trade areas, such laws as are passed here
would only apply to national banks. Is that correct? Also member
banks of the Federal reserve system.
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Mr. POLE. I assume that is correct.
The CHAIRMAN. Well, would not such a plan then favor national

banks to the exclusion of State banks?
Mr. POLE. I should hope it would favor the national banks. I

do not know whether it would to the point of exclusion of the State
banks, since the privilege of applying for membership or converting
into national banks would be open to them.
The CHAIRMAN. If a national bank, for instance, operating in a trade

area was permitted to have branches and a State bank operating in
that particular trade area was not permitted to have branches, would
not that tend to nationalize those State banks in that community
in order to enable them to compete?
Mr. POLE. The probability is that the States would pass similar

legislation. However, if their trade area should extend beyond the
State lines, it would be a decided advantage to the national banks
and would probably attract a great number of State banks into the
national system.
The CHAIRMAN. Because the State banks could not go outside of

State lines?
Mr. POLE. Yes.
The CHAIRMAN. Some allegation was made the other day as to

trade areas. Take, for instance, Jersey City, Newark, New York
City, Kansas City, Mo., and so forth. Under your plan of not
permitting branches to cross Federal reserve district lines and State
lines 
Mr. POLE. District lines, Mr. Chairman.
The CHAIRMAN. You mean district lines there?
Mr. POLE. Yes, sir.
The CHAIRMAN. Would not there be many troubles in defining

trade areas through the Federal reserve districts; would not some
State banks be discriminated against definitely under that plan? I
wish you would, in the brief covering that, elucidate very clearly as
to how you would restrict chain banking to certain areas.
Mr. POLE. I will try to do that. You mean chain banking or

group banking?
The CHAIRMAN. I have particular reference, in that last question,

to your statement wherein you indicated there should be some re-
striction as to control through chain banking or holding companies
of those groups developed in certain trade areas.
In other words, it was indicated there that you were of the opinion

that New York should not control eventually these several independ-
ent trade areas by controlling the branches or the parent banks which
had branches in these trade areas?
Mr. POLE. Yes.
The CHAIRMAN. It is not clear to me just how control of that situa-

tion could be worked out and if, in your statement, you can clarify
that, the committee, I think, would be very glad to have you do so.
In that connection, you rather indicated you thought it desirable

to decentralize New York financially. Did I understand you cor-
rectly that you are in favor of building these units throughout the
territory, in these trade areas, and decentralizing the financial situa-
tion in New York, by that operation?

100136-30—voL 1, PT 2.-5
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Mr. POLE. The building up of larger groups of banks all over the
country generally might result in a greater decentralization away
from New York.
The CHAIRMAN. But it would tend to centralize in these trade

areas, would it not?
Mr. POLE. What might be termed a more local centralization.

It would centralize the funds which properly belonged to that par-
ticular trade area or locality.
The CHAIRMAN. Mr. Busby, the other day, in his questions to

you, referred to the flow of money into the stock market. I should
like to ask you a question in connection with that.
Do you not think we might restrict the flow of money into the

stock-market operations by regulating the amount that a bank can
lend on certain stocks?
Mr. POLE. That possibly might be done. It is rather difficult

to answer that question offhand.
Mr. WINGO. IN) the banks not do that now, Mr. Chairman?
Mr. FORT. NO.
The CHAIRMAN. Are there restrictions on the amount now?
Mr. POLE. There is a legal restriction with regard to the amount

which an individual may borrow from a bank. Of course any number
of individuals may borrow whatever the bank's limit might be.
The CHAIRMAN. I was referring to the amount loaned on the par

value or market value of stocks back of the loans.
Mr. POLE. Oh.
The CHAIRMAN. Do you not think that the flow may be checked

by allowing a less amount, a safer am,ount, than the practice has
been heretofore?
Mr. POLE. Possibly something like that could be worked out. I

could not very well answer that offhand.
The CHAIRMAN. Mr. Letts asked you concerning the Bank of Italy

and affiliated companies. I wish you would tell us in detail the
make-up of this group in all its known ramifications over which your
department has jurisdiction. Just describe to us the make-up of
this particular group.
Mr. POLE. Our department has jurisdiction only over the Bank of

Italy, which is a national association, operating in California with
something like 300 branches.
The CHAIRMAN. How about the Bank of America in New York?

Is that a national bank?
Mr. POLE. The Bank of America in New York is a national

association.
The CHAIRMAN. You have jurisdiction over them?
Mr. POLE. We have jurisdiction over them.
The CHAIRMAN. But the Bank of America in Los Angeles is a

State bank?
Mr. POLE. A State bank.
The CHAIRMAN. Your jurisdiction, then, over the trans-American

group is confined entirely to the Bank of Italy in California and the
Bank of America in New York?
Mr. POLE. That is correct.
The CHAIRMAN. You have no access to any other of the affiliated

companies?
Mr. POLE. None at all.
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Mr. LETTS. I wonder if it may be shown how many affiliated
Companies there are?
The CHAIRMAN. I wish that you would put into the record how

Many branches the Bank of Italy has and their location and the
number of branches of the Bank of America. Have you any knowl-
edge as to the other affiliated companies in these particular groups?
Mr. POLE. I have no official knowledge, Mr. Chairman.
The CHAIRMAN. As I understood you to say, national banks were

not permitted to own their own stocks or the stocks of other State or
national banks. Is that correct?
Mr. POLE. Correct.
The CHAIRMAN. Nor are they permitted to own directly stocks of

affiliated companies?
Mr. POLE. That is correct, except such companies as might be

formed for the purpose of holding real estate for the accommodation
of the bank's own business.
The CHAIRMAN. Well, has the Bank of Italy or the Bank of America

Such a ,company?
Mr. POLE. If it has the stock of such a company is not owned by

the Bank of Italy.
The CHAIRMAN. Well, it would be owned by one of the affiliated

companies?
Mr. POLE. It might be owned by the Trans-America Corporation

or one of its affiliates.
The CHAIRMAN. Are the bank buildings and equipment and main

offices and branches owned by the Bank of Italy or the Bank of
America, or owned by the affiliated companies?
Mr. POLE. My recollection is that they are owned by the affiliated

company.
The CHAIRMAN. These various groups of banks are either owned

by the Bank of Italy, the Bank of America, the Bancitaly, Trans-
American 

Co., 
or the Trans-American-Blair Co.—in other words,

there is a centralized control of the management, is there not?
Mr. POLE. I am not able to answer that. I know that those com-

Panies are affiliated with one another, except possibly the Bancitaly
CO.! which I understand has been absorbed by the Bank of America-
Blair Corporation. But as to how the corporations are controlled,
I am not able to answer.
The CHAIRMAN. The make-up of officers and directors of these

various companies does not indicate anything so far as control is con-
cerned, of these big groups; in other words, there is a management
group outside of the officers and directors of these various individual
institutions that has the real control, is there not?
Mr. POLE. I could not definitely answer that, Mr. Chairman.

I have no official knowledge of the workings of these various corpo-
rations except those which are of national charter. I am quite sure,
however, that any officer of any of those companies would be very
glad to furnish you all the information. I presume you may call
them to testify before your committee.
The CHAIRMAN. In that connection, it is the function of your

Office, is it not, in small national banks, in communities, to know who
controls the institutions or who its stockholders and officers are?
Mr. POLE. We usually do.
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The CHAIRMAN. Whether they are dummies or some one man or
group controls and dominates the situation.
Mr. POLE. That is true.
The CHAIRMAN. Should any different rule apply as to large groups

than as to smaller ones?
Mr. POLE. It would be very difficult for us to trace out the rami-

fications of a corporation like the Trans-America Corporation and
as to whether or not the stock of the bank may be held by it or one
of its affiliates. It is a matter that we would hardly be posted on,
inasmuch as we have no jurisdiction.
The CHAIRMAN. This is one added reason you should have au-

thority to examine these affiliated companies?
Mr. POLE. I think it is important that we should have an insight

into to the affairs of corporations which own considerable amounts of
national-bank stocks.
The CHAIRMAN. In other words you find, in the conduct of your

examinations, it is rather difficult to examine and know the full
facts as to the companies, because you are prohibited from examining
the affiliated institutons?
Mr. POLE. Yes.
The CHAIRMAN. Now, Mr. Fort asked you concerning the owner-

ship of bank stocks by banks and affiliated companies. I think you
pretty well covered that this morning.
Mr. POLE. Yes.
The CHAIRMAN. Were you here this morning, Mr. Fort, to hear

the answers which Mr. Pole made?
Mr. FORT. I was here most of the time.
The CHAIRMAN. Have you covered all the questions you wanted

to ask in regard to that particular phase?
Mr. FORT. Not quite; no, sir. I have had some others that have

come to my mind during the examination of the comptroller by your-
self and others.
The CHAIRMAN. I wish you would make note of them.
Mr. FORT. I am doing that. We are to go ahead, are we not, Mr.

Chairman, after you, with a sort of recapitulation examination of the
witness?
The CHAIRMAN. Yes. Mr. Pole, you said in answer to Mr. Fort

the other day that two holding companies in one Federal reserve dis-
trict do not now hold enough stock of member banks to give them
control of the election of the directors of the Federal reserve bank of
that district. Would you not say that those influences would deter-
mine an election because of the preponderance of control of banks
in that district; that it might control the election of directors in the
Federal reserve district?
Mr. POLE. I said that I was not sure that that was the case. I

might insert in the record, if you will permit me, a memorandum on
that question, Mr. Chairman.
The CHAIRMAN. Well it is perfectly clear that this question per-

tains to the district in which the Minneapolis Federal Reserve Bank
is located.
Mr. POLE. Yes.
The CHAIRMAN. And I hope that you have in that brief you are

submitting there a list of just how many banks are controlled by
these two groups in St. Paul and Minneapolis, and I would like to
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ask you, in that connection, whether or not your office was consulted
by either one of these holding companies as to the organization and
control of these several banks.
Mr. POLE. They have consulted us with respect to organizations

of new national banks and with the taking over of certain national
banks, and we have been very much delighted, in some instances,
When they have gone into a community and have assisted us in
correcting a bad situation. As to the number of banks which they
have in their groups, I could probably furnish that.
Mr. WINGO. Mr. Chairman, may I suggest that I intended, at the

Proper time, to suggest that we get a list of the names and locations
of these different groups and chains where more than 10 banks were
involved, and the names of the banks in the chain and where located,
and the names of individuals that dominated them or the holding
Company or central bank that dominated them. We had a great
many conflicting statements as to the extent of this and where it is
located and I had intended suggesting to the committee that we call
for that, and if you are going to go into that question, why not pre-
pare that and get it into the record? It may take a couple of weeks
to get it.
The CHAIRMAN. Is that available and can it be furnished to the

Committee?
Mr. POLE. The information was compiled up to December 31 by

the Federal Reserve Board, and possibly by the American Bankers
Association. It has not been compiled by our office. I feel quite
sure the records of the Federal Reserve Board would be available.
Mr. WINGO. It doe not make any difference what source it comes

from. It is public information.
Mr. FORT. If you are going to get that information and have it in

the record, is there any special necessity for restricting it to, say,
10 banks? There may be groups of 5 banks that would far exceed in
importance a group of 10 or even 100 banks.
Mr. WiNco. I see the force of your suggestion as to putting a limit

on the number.
Mr. FORT. Why not get all?
Mr. WINGO. The trouble is that possibly there would be some

where only one or two extra hands are involved. I think we should
have the outstanding ones. Of course if it is thought necessary to
have all of them, let us have them.
The CHAIRMAN. While this is not under the jurisdiction of the

comptroller, the comptroller is ex officio a member of the Federal
Reserve Board, and I am going to suggest to you, if that is available
through the Federal Reserve Board, that you present it to the com-
mittee and it will be inserted in the record here.
Mr. POLE. I shall be glad to obtain that for the record if it is

available.
Mr. WINGO. He would not only have to have the cooperation of

the Federal Reserve Board, but the State banking commissions.
However, I think they can give you this.
Mr. POLE. It has been compiled in connection with information

received from the State banking commissions.
Mr. Wirroo. If it is available in the States, I have an idea you can

easily get it.
Mr. POLE. It is a very difficult thing to get.
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The CHAIRMAN. Governor Young stated in his letter this morning
the willingness of his research department to cooperate with the
committee. If Mr. Pole has not got that information, I think he
can get it.
Mr. POLE. I think so.
The CHAIRMAN. We would like to have it in the record at this

point.

CHAIN OR GROUP BANKING AT THE END OF DECEMBER AND JUNE, 1929

The attached list of bank groups or chains is based on information collected
for the Federal Reserve Board by the Federal reserve agents and includes those
systems in which any person, group of persons, partnership, association, or
corporation has actual or potential control over the operations or policies of
three or more banking units, each working on its own capital and under its own
personnel. The sources of the information include State banking departments,
national bank examiners, the management or controlling interest of some of the
groups, press reports, etc. While the information obtained is believed to be
reasonably correct it may omit a few small chains for which no information is
available and may not include all the banks in some of the groups or chains
listed. It is also possible that the controlling interests do not regard some of
the banks included in the attached statement as constituting group or chain
systems.



Number and loans and investments of banks in each chain or group

IAll banks are located in the same State as the management or controlling interest in the chain or group, unless otherwise noted. Figures of loans and investments for both Decem-
ber and June are based largely on June, 1929, Bankers' Directory, and are in thousands of dollars]

Name and address of management
or controlling interest

Alabama (December, 4 groups;
June, 3 groups) 

First National Bank (Grims-
ley, A. M.), Clanton 

First National Bank, Dothan  

Alabama 
Florida 

Dothan National Bank, Dothan

Alabama 
Florida 

American-Traders Security Co.,
Birmingham 

Arizona, Brophy, F. C., and asso-
ciates, Phoenix 

Arkansas, December, 3 groups;
June, 4 groups

Banks, A. B., et al.. Little Rock.
Hudspeth, A. T., Harrison 

Nakdimen, 1.11., Fort Smith_

Arkansas 
Oklahoma 

Number of banks Loans and investments

Total National

'

Stattemr em- Nonmember Total National State member Nonmember

D ebceerm -

26

June 1)ebeeer-m- June De:eerm. June De:eerm-1

11

June

11

ra-
Debeeer June

1Decern- 1 Juneber
Decem-

ber June 
Decem-

ber June

23 15 12  $39, 188 $14,368 837, 490 $12, 670  $1, 698 $1, 698

10 10 2 2  8 8 2,086 2,1816 1,263 1,263  823 823

8 8 , 5 5  3 3 8,686 8, 686 7,811 ' 7,811  875 875

5
3

5 4
3 1

4  
1  

1
2

1
2

3, 267
• 5, 419

3,267 3, 194
5,419 4,617

3, 194  
4, 617  

73
802

73
802

5 5 5 5  3, 596 3, 598 3, 596 3, 596  

4
1

4 , 4
1 : 1

4  
I  

2,118
1,478

2,118
1,478

2,118
1,478

2,118  
1,478  

3  3  
1

24,820F' 24,820  

6 6 1 . 1  5 5 17,646 17,646 . 5,833 5,833  11,813 11,813

24 62 9 12 2 3 13 47 16, 768 41, 624 . 14,085 15,637 $234 $11,374 2,449 14,413

(9
11

38  
11 1

3 • 
1 1

1  
1 9

34  
9 2,626

24,856  
2,626 424

I, 752  
424 158

11, 140  
158 2,044

11,964
2,044

8 8 6 6  2 2 4,585 4, 585 , 4, 287 4, 287  298 298

5
3

5
3

5
1

5 i 
1 1 2 2

4, 154
431

4, 154 4, 154
431 133

4, 154  
133  298 298

I Taken over by Rogers Caldwell Group, Nashville, Tenn.
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Number and loans and investments of banks in each chain or group-Continued

Name and address of management
or controlling interest

Number of banks I Loans and investments

Total National eStat mem-
ber Nonmember Total National State member Nonmember

Decem-
ber

June Decem-
ber June

Decem-
ber
.
June

Decem-
ber June

Decem-
ber June Decem-

ber June Decem-
ber June Decem- 1 Juneber

Arkansas-Continued.
Sims, Neil, Fort Smith 5 1 5 2 2 1 1 2 2 $9, 557 $9, 557 $9, 374 $9, 374 $76 $76 $107 $107

Arkansas 1 1 1 1  9,083 9,083 9,083 9,083  
Oklahoma 4 4 1 1 1 1 2 2 474 474 291 291 76 76 107 107

California (December, 5 groups;
June, 4 groups) 36 31 24 n  12 9 170,252 173, 875 156,640 162,153  13,612 11,722

-Ainglo-National Corporation,
San Francisco 17 15 14 12  3 3 146, 138 144,040 137, 121 13.5, 023  9,017 9,017

California 16 14 13 11  3 3 145,066 142,968 138,049 135,951  9,017 9,017
Washington 1 1 1 1  1,072 1,072 1,072 1,072  

Calitalo Investment Corpora-
tion, San Francisco 6  3  3  7, 776  6,435  1,341  

California 3  1  2  2147  1,711  436  
Oregon 1  1  2,293  2,293  
Washington_ 2  1  1  3,336  2,431  905  

Howard, Mr. & Mrs. W. B.,
Pasadena 6 6 2 2  ..._ 4 4 4,403 4,403 2,247 2,247  2,156 2, 156

McCook, R. D., and Nelson,
• San Bernardino 4 4 4 4  9,914 9, 914 9.914 9,914  

California 3 3 3 3  8,984 8,984 8,984 8,984  
Iowa 1 1 1 1  930 930 930 930  

Pacific National Co., Los An-
geles (1) 6  4  2  15, 518  14,969  549

Sebastopol National Securities
Co., Sebastopol 3  1  2  2, 021  923  1,098  

Colorado (December, 3 groups;
June, 3 groups) 15 15 10 10  5 5 29,505 29,505 22,405 22,405  7,100 7,100
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Thatcher, M. D., et al„ Pueblo_
Parks, C. C., et al., Denver.

Holland, M. B., Denver 

Colorado 
Wyoming 

Connecticut, Hartford (Conn.)
Trust Co., Hartford 

Delaware, Vinton, Benj., and As-
sociates, St. George 

Florida(December, 6 groups; June,
5 groups) 

Atlanta Trust Co., Jacksonville _
First National Bank, Tampa 
Exchange National Bank,
Tampa 

First National Bank, Miami. _
Barnett National Bank, Jack-
sonville 

Citizens Bank & Trust Co.,
Tampa 

Florida National Bank, Jack-
sonville_  

Georgia (December, 5 groups; June,
6 groups) 

The First National Bank of
Atlanta, Atlanta 

Citizens & Southern Holding
Co., Savannah 

Georgia 
South Carolina 

Ethridge, F. S., Atlanta 

Fourth National Bank, Atlanta.
Atlanta le Lowry National
Bank, Atlanta 

Benton, L. 0., Monticello 
Holden, Jonathan F., Craw-
fordville 

5
4
( 5 0

4( 2
0 i 
2  

'1 1 I 1 21/: 555 I 2•3,, 555 11: f81.7 19,, 71r4 I   "s8/ 4i871112
1

3 3 I 2 2  1 1 621 621 521 521  100 1 100

, 2 2 2  521 521 521 521 '
I 1  1 1 100 100  100, 100

7  4  I I 3 37, 186 I 4, 261 32, 925

i
3 3  3 3 1, 141 1, 141  1, 141 I 1, 141

1
-2-7 1 136 39 17 12  19 127, 282 122,034 114, 402 87, 469  12,880 34, 565

7 7 4 4  3 3 31, 153 31, 153 29,933 29,933  1,720 1, 220
8 8 2 2  6 6 21,682 21,682 17,186 17, 188  4,494 4,494

7 4 1 1  6 3 13,735 13,027 9,505 9,505  4,230 3,522
6 8 3 3  3 I 3 25,7943 25,796 23,367 23,367  2,429 2,429

4  4  15,771  15,771  

(3) 14  2  12  30,376  7,476 22900

4  3  1  19,145 18,638  507  

I
24 22 10 9 5 4 9 1 9I 174, 033 165, 219 146,971 146, 063 20, 763 13, 827 6, 299 5,329

1
7  4  3  101,951 84,502  20,452  

7 4 4 2  3 2 67,683 1 62,658 61,913 57,964  5,770 4,694

5 2 3 1  2 1 1 59,951 1 51,926 58,458 54, 509  • 1,493 417
2 2 1 1  1 1 7,732 7,732 3,455 3,455  4,277 4,277

4 4 5
I 

1 1 1 1 2 i 103 709 200 200 2.51 251 152 258

(1) 4  4  39,869  39, 869  

(I) 3  1  2  61,190  47,674  13,516  
3 3 1 1 1 1 1 1 467 467 356 356 60 60 51 51

3 I 3  3 3 326 1 326  326 326

Constituent banks taken over by Transamerica Corporation group.
10 banks suspended during July, 1929, and group dissolved.

'One bank suspended Dec. 31, 1929.
I Atlanta 6: Lowry National and Fourth National merged to form the First National.
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Number and loans and investments of banks in each chain or group-Continued

Name and address of management
or controlling interest

Idaho k December, 3 groups; June,
3 groups) 

First National Investment Co.
(Crawford-Moore chain),
Boise 

Idaho 
Oregon 

Vollmer Clearwater Co., Lewis-
town 

Idaho 
Washington 

Hemingway, H. E., Burley_ _

Idaho 
Nevada 
Utah 

Illinois (December, 12 groups; June,
11 groups) 

John Bain dt Lewis Co., Chi-
cago 

Foreman Family, Chicago 
Ballou, Ralph N., et al., Chi-
cago 

Craig, C. C., Galesburg 
Baets, A. W., East St. Louis_ _
First National Bank, Chicago_
Schmidt, W. B., Chicago 

Clay, John, Chicago 

Number of banks Loans and investments

Total National
1

State m em- 1 Nonmember t Total National State member Nonmember

Decem-
ber June D ebceerm-'1 June Decem- 1

June 'Debceerm- J une Dm-
er June Decem-

ber June Decem-
ber

Decem-
ber JuneJue

2222

1 1

1823 6 7  16 $20, 589 $21,431 $11,814 $12, 656  $8, 775 $8, 775

I
10 10 3 3  7 7 11,820 11,820 7,351 7,351  4,469 4,489
8 8 1 J 1  7 7 1 11,090 11,090 6,621 6,621  4,469 4,4692 2 2 2  730 730 • 730 730 . 

1 9 2 2  7 7 5,145 5,149 3.756 3,756  1,389 1,389
7 7 2 2  5 5 4, 508 4, 508 3, 756 3, 756  752 7522 2  2 2 637 637  637 637

*3 4 1 2  , 2 2 3,624 4,466 707 1,589  2,917 2.917
2 2 1 1 i 1 1 1, 132 1, 132 707 707  425 4251  1  842  842  1 1  1 1 2,492 2.492  2,492 2,492

87 1 62 21 20 10 9 56 53 1, 205, 290 989,238 724,331 6.58.671 $191,272 $81,747 289,687 268,620

16 14  16 14 28,059 25,380  28,059 25,58014 14 3 3 2 2 9 it 270, 719 189.475 176,961 III, 501 24, 262 24, 262 69, 496 53, 712
8 8 2 2 1 1 5 5 ' 23,366 23,366 6, 193 6, 193 1, 522 1,522 15,681 15, 6518 8 1 1  7 7 6,275 6,275 1,222 1,222  5,053 5,0537 7 3 3  4 4 11,478 11,478 10,055 10,055  1,423 1,4237 7 1 1 3 3 3 3 512,669 512,669 342,066 342,066 25,811 25,811 144,792 144,7926 6 1 1  5 5 17, 283 17, 293 5,381 5, 381  11,902 11, 902
5 5 2 2 1 1 2 2 I 5,357 5,857 4.132 4,132 , 950 950 775 775

o
x
i
m
m
v
s
 a
n
o
a
o
 a
m
v
 6
/
C
Y
R
3
 ‘
11
01
sI
Va
ll
 



Nebraska 
South Dakota 
Wyoming 

Carroll, John A., Chicago 
Central Trust Co., Chicago. _ _
McLeod Murray, Chicago 
National Bank of the Republic,
Chicago 

Indiana (December, 3 groups;
June, 2 groups 

First and Tri-State Corpora-
tion, Fort Wayne 

Riley, Walter J., East Chicago
Fletcher, Sayings & Trust Co.,
Indianapolis 

Iowa: December, 12 groups; June,
12 groups 

Toy, James F., Sioux City 

Iowa 
Nebraska 
South Dakota 

Bradley Bros., Centerville 

Rich, E. H., Fort Dodge 

Iowa 
Minnesota 

Weiser, C. J., and Algier, R.,
Decorah 

Iowa 
Minnesota 
Washington 

Benton Bros.. Des Moines 
Flaugen, (I. N., Northwood _
Chamberlain, Park, Anamcoa_
Shade, Charles, Rock Rapids
Taylor, Henry C., Bloomfield 
Foster, John W., Guthrie Cen-
ter 

Differ, E. T., Diagonal 
Johnson, Brush .Si Annis, Osage_

Iowa 
North Dakota 

Disposed:of stock in one:bank.

.
1

3
1  

3

.  

1 1 1  
1 1  

2 I 2

0001
950 9.50  

4, 227 4, 227

oau i 000! 

3, 452 3, 452  
950 ' 950  

------ - - - . 775

2,203
2,804  
1,239

6,290

775

2,203

1239

6,290

4
3  
4

5

4

4

5

!2 ; 2  
1 I 

31 3

2 ! 2

1  

2
I

2 11

2 ' 2
1
1 , 1

1

13,82.5
 132.329  

11,977

171,453

13,825

11,977

171,453

11,622

10,738

155,961

11,622  

10,738  

155,961

 129,525 : 

9020 9,302 .

17 10 3 ! 2 1 1 1
13 , 7 40, 576 29, 620 4,323 3,931

.

22, 291 22. 291 13, 962 3, 398

I  1  6 I 10,956  392  10,564  
3 3 2 2  1 j 1 5, 694 5,694 3, 931 . 3,931  1,763 1, 763

7 7  1 1 6 6 23,926 23,926  22,291 22,291 1,635 1.635

88 87 32 32 1 1 55 54 60,999 60,999 37, 059 37, 059 910 910 23,030 23,030

17 16 10 10  7 6 13, 056 13, 056 9, 163 j 9, 163  3,893 3,893

13 12 6 6  7 6 11,579 11,579 7,650 7,686  3,893 3,893
3 3 3 3  1,044 1,044 1,044 1,044  
1 1 1 1  433 433 433 433  

13 13 3 3  10 10 4,990 4,996 1,878 1,878  3,118 3,118

12 12 2 2  10 10 8,651 8,651 3, 165 3, 165  5, 486 5,486

11 11 2 2  9 9 7,726 7,726 3,165 3,165  4,561 4,561
1 1  1 1 925 925  925 925

11 11 1 1  10 10 5.733 i 5,733 660 660  5,073 5,073

7 7  7 7 ' 3,882 3,882  3,882 3, 882
3 3 1 1  2 2 1,404 1,404 660 660  744 744
1

c
a
 

H
 

 

1 1 447 447  447 447
,

9 2  7 7 18,102 18,102 15,168 15,168  2,934 2,934
4 2  2 2 ' 1,336 1,336 8.55 855  481 481
4 2  2 2 1,637 1,637 1,2311 1,236  401 401
4 2  2 2 . 1,076 1,076 652 652  424 424
4 2  2 2 1,161 1,161 959 959  202 202

. ,
3 2 1 1 ' 991 991 ' 894 894  97 97
3 3  881 881 881 881  
4 1 1 1 2 2 : 3,379 3,379 , 1,148 1,548 910 910 921 921

3 3 I 1 1 1 1 1 . 1 I 3,056 3,056 : 1,548 1,548 910 910 598 598
1 1 ! 1 I J 323 323 : 323 323

1
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Number and loans and investments of banks in each chain or group-Continued
00

Name and address of management
or controlling interest

Number of bunks Loans and investments

Total National State mem-
ber

N,n1110111ber Total National ; State member Nonmember

Decem-
ber June Decem-

ber
,„„„ Decem-
' ber June Decem-

ber June D ebeeerm June 1 Decem-June Decem-Juneber ber
Decem-

ber June t11

).•

Kansas (December, 19 groups; June,
groups) 
Benton, G. D. and H. 0., Ober-

89 86 23 21 1 1 65 64 $46,291 $41,923 $24,476 $20, 179 $1, 445 $1, 445
1

$20,370
C)

$30,299 01

lin 7 7 2 2  5 5 1,769 1,769 1,030 1,030  739 739
Burrow, J. R., and family, To-
peka 7 7 2 2  5 5 8,309 8,309 5,575 5,575  2, 734 2,734

Atwood, F. J., Concordia 6 6 1 1  5 5 I, 135 1,135 479 479  656 656

Burks, W. H., Wellington 6 6 1 1  5 5 3,341 3, 341 1,259 1,259   2,082 2,082 ••••

Kansas 4 4  4 4 1,939 1,939  1,939 1,939
Oklahoma 2 2 1 I  1 1 1,402 1,402 1,259 1,259   143 143

CoRingwood, I. H., and family,
Topeka 6 6 1 1 1 1 4 4 3, 199 3, 199 906 908 1,445 1, 445 846 C)

846
Lemon, G. W., Pratt 6 6 3 3  3 3 2, 569 2. 569 2,145 2, 145  424 424 C)
Gardiner, J. 0., Wichita 5 5 1 1  4 4 3,243 3, 243 1,385 1,385  1,8.58 1,858
Gray, George M., et al., Kan-
sas City 5 5  5 5 4,339 4, 339  4, 339 4,339

Moffett, A. H., Lamed 5 5 1 1  4 4 1,322 1, 322 935 935  387 387 trl
Docking, Wm., Topeka 4 4  4 4 1, 962 1,962  1, 962 1,962
Jellison, A. D., Junction City__ 4 4 1 1  3 3 2, 212 2, 212 980 980  1, 232 1,232
Mermis, J. A., Hays 4 4 1 1  3 3 871 871 426 426  445 445 A
Sponable, F. W., Paola__ 4 4 1 1  3 3 2,770 2, 770 1,975 1,975  795 795

Stewart Estate, Wellington_ _ 4 4 1 1  3 3 945 945 353 353  592 592 CI

Kansas 2 2  2 2 424 424  424 424
Oklahoma 2 2 1 I  1 1 521 521 3.53 353  168 168

Womer, W. D., and family,
Manhattan 4 4 3 3  1 1 2,448 2, 448 2, 267 2, 267  181 181

Benjamin, J. J., Cambridge_ _ _ _ 3 3  3 3 233 233  233 233
Flack, B. A., Enterprise 3 3 1 1  2 2 733 733 237 237  496 496
Frazier, Linn, Fouber 3 3 1 1  2 2 523 523 225 225  298 298
Limbocker, M. A., Emporia_ __ 3  2  1  4, 368  4,297  71  



Kentucky, December, 3 groups;
June, 1 group 

First National Corporation,
Louisville 

Banco Kentucky, Louisville

Ohio 
Kentucky 

Ashland National Bank, Ash-
land 

Louisiana, December, 2 groups;
June, 2 groups 

Calcasieu National Bank of
southwest Louisiana, Lake
Charles 

Commercial National Bank
Shreveport 

Maine, December, 2 groups; June
1 group 

Financial institutions
Augusta 

Eastern Trust dz Banking Co,
Bangor 

Massachusetts (December, 5
groups; June, 4 groups) 

First National-Old Colony
Corporation, Boston 

Federal National Bank
(through Federal National
Investment Trust), Boston_

National Shawmut Bank
(through Shawmut Associa-
tion), Boston 

Worcester County National
Worcester 

Makepeace, J. C., and family,
Wareham 

18 4
I

10 , 4 4 i_ . 149, 372 8, 12D 77, 710
r

8, 120 68,115 I 6, 54 7  

9  5   1  3 1 43, 823   21, 656 17,642  4, 525

5 1   3 1  97,429  47, 934 47, 473  2,022

2
3

2
1   1 1  

25,088  
72341  47,934  

25,088 1 
22 385  2.022

4 4 4 4  8,120 8,120 8,120 8,120

• 10 10 6 ' 6  4 4 33,078 33,078 29,842 29,842  3, 233 3, 236

6

4

6

4

5

1

5  

1  
1

1

3

1

3

14,644 14,644

18,434 18,434

14,294

15,548

14,294  

15,548  

350

2,886

350

j 2,886

12 5 5 2  7 3 69,635 53,267 14, 583 10,033  55, 052 43, 234

9

3  

5 5 2  4

3  

3 59, 576

10,059  

53, 267 14, 583 10,033  44, 993

10,059  

43, 234

45 33 27 19 7 6 11 8 870,871 530,104 761, 556 280,558 73, 461 224, 929 35, 854 24,617

20

8

6

6  

5

17

6

6

4

12

4

4

5  

2

9

4

4  

2

5

1  

1

5

1

3

3

2

1  

2

3

2

2

1

568,312

55, 785

194,642

37, 287  

14,845

275,980

45,787

194,642

13,695

492,815

42, 601

190,388

33, 412  

2,340

45,229

42, 601

190,388  

2,340

65,134

3, 786  

.

4,541

220,388

4,541

10,363

9, 398

4,254

3, 875  

7,964

10,363

3, 186

4,254

6,814



Number and loans and investments of banks in each chain or group-Continued

1,e “nd address of management
or controlling interest

Michigan (December, 11 groups'
June, 12 groups) 

Guardian Detroit Union

Number of banks

Total I National State mem-
ber Nonmember

Decem-
ber

Deeem-
'""` ber June Decem-

ber June Decem-
ber June

126 20 4 24 11 82 65

Group (Inc.), Detroit 35  10  7  18  First National-Peoples, Wayne
group, Detroit 21 6 5  8 1 8 5Sleeper, A. E., Bad Axe  16 16 1 1 1 1 14 14American State Bank group,
Detroit  13 8 2  5 2 6 6McPhail, C. W., Central Lake_ 12 12  12 12Wolf, Frank, Detroit  7 7 1 1  6 6Gerber, Cornelius, Fremont__ _ _ 5 5  1 1 4 4Merrick, Frank W., Saginaw_ _ _ 5 5  1 1 4 4Smith, Wm. A., Grand Rapids_ 5 5  1 1 4 4Hicks, John C.. St. Johns  4 4 1 1  3 3Hudson, John R.. Middleton _ _ 73 4  3 4McGill, H. J., Mount Clemens_ (1) 4  1  3  

Orr, Andrew W., Blanchard _ _ (1) 4  1  3

Minnesota (December, 37 groups;
June, 37 groups) 472 362 223 146 7 2 242 214

Northwest Bancorporation.
Minneapolis 92 20 59 17 1 3  30 3

Minnesota 46 10 27 7 I 19 3Montana  7   2  2  3  North Dakota  9 . 2 7 2  2  
South Dakota  10 6 10 6  
Nebraska  8   4  4  
Iowa  1 3 1  1  1
Wisconsin  

1 
6 1  1  Washington 1   1  

First Bank Stock Corporation,
Minneapolis 78 12 63 11 2  13 1

Loans and investments

Total National State member Nonmember

Decem-
her

Deeem-June her June

•
Deeem-

her June Decem-
her June

81,243,488 $418, 623 $348, 162 $12 153 $707, 123 $347, 145 $188, 203 $59, 330

403,996  167,360  154,218  82,418  

705,032 284.071 167,482  479, 253 273, 176 58,297 10,895
5,612 5.612 465 465 419 419 4,728 4,728

61,701 53,186 2,308  51,104 44,897 8,289 8,2892,954 2954  2954 2,95432,686 32686 10, 140 10, 140  22,546 22,546
2,975 2,975  1,290 1,290 1,685 1,685
2,522 2,522  626 626 1,896 1.896

23,531 23,531  20,213 20,213 3,318 3,318
1,881 1,881 407 407  1,474 1,474
598 992  598 992

7,370  1,141  6,229  
848  295  553

1
836,699 356,715 660,155 265,999 38, 749 1, 805 137,795 88,911

339,754 147, 674 288, 356 128,204 1 17,664  33,734 19,470

208,180 109,758 182,039 90,288  26,141 19,470
15,116  5,610  6,963  2, 543 ' 
14,875 8,099 14708 8,099  169  
22,213 16,178 22,213 16, 178  
35,358  31,445  3,913  
24,338 7,871 24,338 7, 871  
8,973 5,768 8.005 5, 768  968  10,701  10,701  

339,267 21,550 282,646 20,838 19,280  37,341 \ 714

C.)
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Minnesota 
Montana 
North Dakota 
South Dakota 
Michigan 

Bremer, Otto, et al., St. Paul__

Minnesota 
Montana 
North Dakota 
Wisconsin 

Union Investment Co. (J. F.
Millard) Minneapolis 

Minnesota 
Wisconsin 
North Dakota 

11 azlett, Isaac, et al., Minne-
aplis 

Minnesota 
Montana 

Black, J. IV., Co., Minneapolis

Minnesota 
Michigan 
Wisconsin 

Lewison, Samuel, Swenson, Car
C., and Fries, J. F., Canby_

Minnesota
South Dakota

Sheldon, F. P., Sheldon Bros.,
Minneapolis 

Mealey, S. J., et al., Monticello

Johnson, A. J., Granite Falls 

Minnesota 
North Dakota 
Montana 

T1 1  5 
15 4
11 3
3 : 

26
10  
15
9
3  

5

4
2

2
10  
1  

2 1

252,785 l 10,379
53, 496 : ,
14,378 1 5,731 !
9,727 5,440
8, 881 1 

217,291
33,802
14,378
8,288
8,881

10,379

5,731
4,726

19, 280
: 35, 488

414

1,439 714

71 1 71 12 12 1 1 58 58 52,932 I 52,932 27,434 27,434 1, 315 I, 315 . 24, 183 24, 183

30
1
32
8

30
1  
32
8

6 : 6

5 5  
1 1  

1 1 23
1
27
7

23 32,919 , 32,919
1 1,893 1,893
27 15, 233 I 15, 233
7 2, 887 : 2,887

17,885

9, 349
400

17,685

9,349
441

1,315 1,315 , 13,919
' 1,893

5,884
2,487

13,919
1,893
5,884
2,487

• (10) 31 (10) 16  (10) 15 09 , 15,143 (Hi) 9,658 (16) 5,485

•   23  
6  
2  

11  
5  

 ':  

12 I 
1  
2  

11,769  
: 3,265  

169  

7,421  
2,237  

4,348
968
169

19 , 19 13 13  6

,
1 ,

6 5, 361 I 5, 361 4,434 4, 434  927 927

18 1 18
1 ' 1

12 12  
1 , 1  

6 6 5, 224 ! 5, 224
137 , 137

4,297
137

4, 297  
137  

927 927

13 13 7 7  6 6 7,139 7,139 3,742 3,742  3,397 3,397

4
2
1

4  
2  
1  

4

2

4 4, 513
1,462

2 1, 164

4, 513
1,482
I, 164

1, 727
1,462
553

1.727  
1,462  
553  

2,786

611

2,786

611

8 8
2 ! 2

_ 3 3

I
_ 12 , 12 7 7  5 5 5,440 5,440 2,600 2,600  2,840 2,840

9 9
3 3

4
3

4 ' 
3 , 

5 5 4,427
1, 013

4,427
1,013

1,587
1, 013

1,587  
1,013  

2,840 2,840

11
. 9

11
9

5
I

5  
1 , 

6
8

6
8

3, 728
4, 110

3, 728
4,110

2,950
2,023

2,950  
2,023  

778
2,087

778
2.087

8 8  8 8 2,503 2,505  2,503 2.503

2
5
1

2  
5  
1  

 1 2
5
1

2
5
1

1,659
636.
208

1,659  
636  
208  

1,659
636
208

1,650
636
208

7 1 bank sold to Guardian Detroit Union group, Detroit.
• Taken over by American State Bank group, Detroit.

II aken over by Guardian Detroit Union group, Detrol.
30 Now a part of the Northwest Bancorporation group.
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Number and loans and investments of banks in each chain or group-Continued

Name and address of management
or controlling interest

Minnesota-Continued.
J. Lampert Co., St. Paul 

Minnesota 
Wisconsin 

St. Olaf College and Holland.
P. 0., Northfield 

Minnesota 
North Dakota 

Brickson, Edwin, Adrian 
Carlson, John C., Rush City_

Lofgren, C. J., Ada 

Minnesota 
North Dakota 
Montana 

March, C. H., Litchfield 
Tillemans, H. J., Minnesota_ _ _

Christopherson, Alfred, Albert
Lea 
Minnesota 
Iowa 

Gunn, D. M., King, F. E., King,
Alexander, Grand Rapids__

Lee, Harry, Long Prairie 

Mills, C. B., General Securities
Co., Minneapolis 
Minnesota 
North Dakota 

Number of banks Loans and investments

Total National Stat:emr em- 
Nonmember , Total National State member Nonmember

Decem- Decem Decem- Deem- Decem - Decem- Decem- Decem-ber
June

ber
Thy.,
' - ber June Juneber ber June

ber June
ber June

ber June

8 8 3 3  5 5 $2,431 $2,431 $1,451 $1,451  $980 $980
7 7 3 3  4 4 2, 096 2, 096 1,451 1,451  645 6451 1  1 1 , 335 335  335 335

8 8 2 2  6 6 2,396 2,396 616 616  1,780 1,780
3 3  3 3 1, 062 I, 062  1,062 1,0625 5 2 2  3 3 1,334 1,334 616 616  718 718
7 7 2 2  5 5 I 1,375 1,375 259 259  1,116 1,1167 7 1 I  6 6 1 3,104 3,104 618 618  2.486 2,486
7 7 3 3  4 4 • 1,635 1,635 898 898  737 737
4 4 2 2  9 9 1,146 1,146 805 805  341 3412 2 1 1  1 1 294 294 93 93  201 2011 1  1 1 195 195  195 195
7 7 2 2  5 5 • 4, 151 4, 151 2,716 2, 716  1, 43.5 1, 4357 7 2 2  5 5 2, 661 2, 661 1, 745 1,745  916 916

116 7 1 2  1 5 5 980 3,167 267 2,454  713 7135 6 1 2   I 4 4 802 2,989 267 2,454  535 5351 1  1 1 178 178  178 178

6 6 4 4  2 9 I, CO2 1, C.02 1, 345 1,345  257 2576 6 3 3  3 3 . 2, 223 2, 223 969 969  1, 254 1, 254.

II 6 7 4 5  2 2 8, 530 27,933 8, 021 27, 426  509 5092 3 1 2  1 1 , 384 19,789 193 19,598  191 1911 1 1 1   , 215 215 225 215  
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Iowa 

Ponsford, J. J., Watertown 
Simons, L. C., St. Paul 
Towle, Geo. E., at al., Minna-
spoils

North Dakota 
Montana 

Ward, A. L., Fairmont 
Paulson, C. E., et al., Albert
Lea 

Bank Shares Corporation,
Minneapolis 

Du Toit, D. W., and Lundsten,
0. W., Chaska and Excelsior.

Glemmestad, M., Tyler 
Klein, C. H., Chaska 
Sampson, H. Elbow Lake 
Schmidt, J. G., Northfield 
Warner, H. A., White Bear
Lake 

Minnesota 
South Dakota 
Wisconsin 

Andrisen, H. P., Clarksfield 

Minnesota 
South Dakota 

Davies, E. W., Pipestone 

Minnesota 
South Dakota 

McClure, T. F., Litchfield 
Atlas Realty Co., Minneapolis_
Castle, L. G., Duluth 

Mississippi (December, 3 groups;
June, 3 groups) 

High, S. J., and associates,
Tupelo 

Holland, Mr. and Mrs. W. P.
et al., Clarksdale 

First National Bank, Hatties-
burg 

3 3 2 2  1 ' 1 1 ' 7, 931 7, 931 7, 613 7, 613 I 318 , 318

6 6  6 6 1,313 I, 313 I, 313 I, 313
6 6 2 2 4 4 4,302 4,302 3.417 3,417 88.5 885

6 6 4 4  2 2 1,392 1, 392 1,06,5 1,063 327 327

3 3 2 2 1 1 576 576 415 415 161 161

3 3 2 2 1 1 816 816 650 650 166 166

6 6 5 5  1 1 2,826 2,826 2, 647 2,647 179 179

6 6  6 6 971 971  971 971

'5  1  4  6,922  3,444  3,478

5 5 1 1 1 1 3 3 2,582 2, 582 113 113 490 490 1,979 1,979
5 5 2 2  3 3 1,789 1,789 1,109 1,109  680 680
5 5 3 3  2 2 3,202 3,202 2, 570 2, 570  632 632
5 5  5 5 1,410 1,410  1,410 1, 410
5 5 2 2  3 3 1,994 1,994 1,410 1,410  584 584

5 5  5 5 1,215 1,215  1,213 1, 215

3 3  3 3 649 649  649 649
1 1  1 1 187 187  187 187
1 1  1 1 379 379  379 379

4 4  4 4 805 805  805 805

2 2  2 2 576 576  576 576
2 2  2 2 229 229  229 229

4 4 4 4  1,666 1,666 1,666 1,666  

2 2 2 2  1, 165 1, 165 1, 165 1, 165  
2 2 2 2  501 501 501 501  

4 4  4 4 2,431 2,431  2,431 2, 431
3 3 2 2  1 1 2,714 2,714 1,825 1,825  889 889
4 4 3 3  1 1 7,843 7,843 7,799 7,799  44 44

21 21 2 2  19 19 15,119 15, 119 7,584 7,584  7,535 7,535

. 10 10  10 10 4, 547 4,547  4, 547 4, 547

7 7 1 1  6 6 4,953 4,953 2,794 2,794  2,159 2,159

4 4 1 1  3 3 5,619 5, 619 4, 790 4, 790  829 829

111 bank taken over by Northwest Bancorporation.
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Number7and:loans and investments of banks in each chain or group---Continued

Name and address of management
or controlling interest

Missouri (December, 7 groups;
June, 7 groups) 

Ford, F. L. and associates St.
Joseph 

Missouri 
Nebraska 

Kemper, J. M. et al. Kansas
City 

Missouri 
Oklahoma 
Kansas 

The Keystone Corp. (affiliate
of Commerce Trust Co.)
Kansas City 

Meyers, A. C. F., St. Louis_ _ _
Harty, A. L., Cape Girard 
Speer, A. A., Jefferson C ity. _
Marshall, N. B., Union ville__ _ _

Montana (December, 2 groups;
June, 3 groups) 

Woehner, Fred A., Great Falls.
Johnson, A. C., Helena 
Marlow, T. A., Helena 

Nebraska (December, 10 groups;
June; 10 groups) 

McCloud, C. A., et al., York..

Well, M., and family, Lincoln.

Number of banks Loans and investments

Total National State mein-1 Nonmember

i

Total National State member Nonmember

1
Decem- ,,,,„. Decem Decem- !Decem-I, ,„..„ Decem- Decem- Decem- Decem-

ber ."."' ber
Jun.

ber
June

. ber I '"""° ber June ber June ber June ber June

41 40 11 12 5 5 25 23 $158, 374 $160,887 $26, 406 $29, 531 $111, 188 $111,188 $20, 780 $20,168

9 9 1 1  8 8 10,018 10,018 5, 188 5, 188  4,830 4,830

8 8 1 1  7 7 9,799 9,799 5,188 5,188  1,611 4.611
1 1  1 1 219 219  219 219

I
it 8 9 3 4   ! 5 5 10, 810 13, 935 1, 358 4,483  14,452 9. 452

4 4 1 1  
I

3 3 10, 160 10, 160 938 938  9,222 9, 222
3 3 1 1  2 2 363 363 133 133  230 MO
1 2 1 2  287 3,412 287 3.112  

5 5 1 , 1 1 1 3 i 3 82,025 82,025 3,022 3, 052 75, 106 75,106 3,867 3,867
7 7 3 3 4 4  47,294 47,204 11,212 I 1, 212 36,082 36,082  
5 3 1 1   4 ' 2 2,429 1, 817 546 546  1,883 1, 271
4 4 1 1  3 3 4,959 4,959 I 4,401 4,401  555 555
3 3 1 1  2 2I 839 839 646 646  193 193

14 21  4 1 3 13 14 7,370 40,537  12, 136 2 412 23, 189 4, 958 5,212

8 8  8 8 3, 527 3,527  3, 527 3, 527
II 6 7  1 1 1 5 5 3,843 7, 796  3,953 2,412 2, 412 1,431 1,431
(19 6  3  2  1  29,214  8, 183  20, 777  254

62 65 15 15  47 50 25,044 25, 544 12, 740 12, 740  12, 304 12, 804

10 10 3 ' 3  7 7 3, 375 3, 375 1,944 1,944  1, 431 1,431

10 10 1 1  9 9 6, 708 6,708 4,335 4,335  2,373 2,372
. . 
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Kirchman, F. J., et al., Wahoo.

Nebraska 
South Dakota 

Ound, C. F., and family, Blue
Hill 

Southwick, L. E., H. J., and
P. 0., friend 

Folds, E. F., and family,
Schuyler 

Barber, R. H., Kearney 
Coffee, C. F., Sr., chadron 
Hansen, T. J. and C. C., Omaha

Colorado 
Nebraska 

Titus, G. H., Holdrege 

Nevada, December, 1 group; June,
2 groups 

Wingfield, Geo., Reno 
Scheeline, H. S., Reno 

New Jersey (December, 15 groups;
June, 14 groups) 

Peoples Trust & Guaranty Co.,
Hackensack 

Bankers Securities (Inc.),
Hackensack 

Montclair Trust Co., Mont-
clair 

Kean family, Elizabeth 
Peoples Bank & Trust Co.,
Passaic 

Doremus, Cornelius, Ridge-
wood 

Everett, J. D., and Holmes,
H. L., Orange 

First-Mechanics National
Bank, Trenton 

Heppenheimer, Wm. C., Jer-
sey City 

Is9 9 1 1  7 8 2,404! 2, TM WO 01.10    ,1 1,1int , 44..

7
1

8
1  

1 1  6
1

7
1

2,071
333

31405!eas
333

I 606    I 1,466 1,800

I  
333 333

7

6

5
4

7

6

5  
4  

1

1

1  

1  

6

5

5
4

CL

5

5
4

1,779

1, 824

3, 275
321

1,779

1,824

3,275
321

---
i

240 1
i

834 1

1

240

1434  

i

_ , _ _   1,539

990

 . 3,275
321

1,1.19

990

3,275
321

4 4 4 4  2,761 2,761 2, 761 2, 761  

"4 6 1 1  3 5 588 754 120 120  468 634

1 1 1 1  120 120 120 122  

3 5  3 5 468 634  468 634

4 4 3 3  1 1 1 2,009 2,009 1 1,901 1,901  1 108 108

12 14 2 2  10 12 18,911 20,799 6,811 6,811  12,100 13.988

12 11 2 2  10 1 9 18,911 18,911 6,811 6,811  12,100 12,100

(I7) 3  3  1,888  1,888

59 55 25 24 14 14 20 I 17 391, 089 353, 198 92, 274 92,479 109,210 76,228 189, 605 184, 491

9 9 2 2 7 7 -------------25,427 25,427 570 570 24,857 24,857  

7 7 5 5 1 1 1 1 8,592 8,592 7,377 7,377 169 169 1,046 1,046

5 5 2 2 1 1 .-1 2 25,862
-1

25,862 2,326 2,326 14, 380 14, 380 9,156 9, 156

4 4 3 3  1 34,636 34,636 24,086 24,066  I 18,554) 10.556

4 3 2 1 1 1 1 1 20, 276 18, 013 3, 372 I. 109 9, 869 9,869 7, 03,5 7, 031

I

(19 3  2  1  I 11, 159  8, 086  3, 073  

3 3 2 2  I 1 1 11,583 11, 583 9, 920 9,920  1, 663 I, 601

3 3 1 I  2 I 2 35, 374 3.5, 374 32, 880 32,880   1 2, 494 2, 494

3 3  3 1 3 94, 382 94, 382   1 94, 382 . 94, 38:

1, Disposed of stock in one bank.
1, 1 bank taken over by First Bank Stock Corporation.
14 Group taken over by First Bank Stock Corporation.
"Sold interest in 1 bank.

11 2 banks suspended.
" Controlling interest in 1 bank sold; no longer constitutes a chain.
112 banks merged; no longer considered a chain.
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Name

New Je
Me
Ne

Pla
Sut

tin

tin

We

New
June,

Jon

Fi

New Y
June,

Ma

Tra

Number and loans and investments of banks in each chain or group-Continued

Number of banks Loans and investments

.nd address of management
ir controlling interest

Total National State mem-
ber Nonmember Total National State member Nonmember

Decem-
ber

June Decem-
ber

June Decem
ber

June Deem-
ber June Decem-

 ber June Decem-
ber June

$1, 725  

Decem-
ber

 $36,055  

June Decem-
ber June

rsey-Continued.
ahanics Trust Co., Bayonne_
v Jersey Title Guaranty
rust Co., Jersey City 

3

3  

3 2 2  

1  

1

2  

1 $10, 745

38,440  

$10, 745 $1, 725 $9, 020

2,385  

$9, 020

infield Trust Co., Plainfield_
ton, Frank W., et al., Tom's
iver 
on County Trust Co.,
lizabeth 
ted States Trust Co.,
aterson 

3

3  

3

3

3

3

3  

I

2  

1

1

1

2

1

2  

1

1  

1

3

1

3

22,984

8, 347  

, 16,450

24,758

22,984

16,450

24, 758  

495

5, 618  

1,078

495

1,078

22,489

1,391

 I 

$22, 489  

1,391

2, 729  

13, 981

24, 758

13,981

24, 758
st Side Trust Co., Newark__

olio) (December, 2 groups;

3 3 2 2  1 1 13,383 13, 233 2,827 2,827 1 10,406 10,406

2 groups) 8 8 4 4  4 4 i 2,902 I 2,902 2,071 2,071 ' 831 831

es, H. B., Roy 5 5 3 3  2 2 '1 1,475 1, 475 1, 218 1, 218  257 257

;t National Investment Cor-
>ration, Gallup 3 3 I 1  2 2 1.427 1,427 853 853 ' 574 574

Colorado 1 1  1 1 452 452  452 452
New Mexico 

ork, December, 20 groups;

2 2 1 1  1 1 975 975 853 853  122 122

17 groups 

rine-Midland Corporation,
uffalo 

126 107 64 57 20 20 42 30 3, 434, 166 2, 931, 994 1, 441, 508 1, 277, 595 ,1, 502, 279 1, 126, 785 490,379 527,614

19 15 5 5 6 5 8 5 425,436 372,496 57,071 37,663 1 256,660 237,781 111,705 97,052

us-America Corporation,
ew York ig 18 22 10 11  2 8 9 1, 418, 361 1,357,342 1,080, 930

i
965,920 I 1,218 337,431 390,204

California 17 21 9 10  2 8 9 1, 139, 879 1, 078, 860 802,448 687, 438  1, 218 337,431 390, 204
New York 1 1 1 1   278, 482 278,482 278,482 278,482 1 
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First Securities Corporation,
Syracuse 

American .fg Foreign Shares
Corporation, Albany 

New York 
Vermont 

Humphrey, W. J. & F: J.,
Warsaw 

Goldman Sachs Trading Cor-
poration, New York City_ _ _ _

New York 
California 
Pennsylvania 

Northern New York Trust Co.,
Watertown 

Globe Financial Corporation,
Brooklyn 

Interbank Investors Co., Buf-
falo 

Crandall Family, Westfield
Hulbert, C. E., and associates,
Downsville 

Murray family, Goshen 
Palmer, Leslie R., Irvington_ _

Bank Shares Corporation of
United States, New York
City_  

New York 
New Jersey 
Connecticut 

Buchner, P. C., et al., Geneseo_
First National Bank dr Trust
Co., Elmira 

trans, S. W., & Co., New
York City _  

New York 
Illinois 

Western New York Investors,
Buffalo 

American Shares (Inc.), New
York City 

Manhattan Co., New York
City 

14 7 6 1 1 7 3 115,559 77,618 6,999 f 4,137 100, 025 1 
67,4891 

8,535 1 5.982

9 5 9 5  18, 102 10,949 18, 102 10, 949

8 5 8 5  16,992 10,949 16,992 10, 949
1  1  1,110 1,110

8 7 4 4  4 3 12,427 10, 557 8,844 8, 844 3, 583 1,713

5 5 1 1 4 I 4   815,684 815,684 149,995 149,995 665, 689 665,689  
3 3 1 1 2 2   550,911 550,911 149,995 149,995 490,916 400,916  
1 1  1 1   225,072 225,072   225,072 225,072  
1 1  1 1  39, 701 39, 701  39,701 39, 701  

0 6 I 7 2 3 2 2 2 2 21,083 21,392 7,841 7, 950 12,666 12, 666 776 776

5 6 4 4 1 2  21, 871 22,009 10, 615 10,615 11,256 11,394  

5  2  3  9,013  5,473  3,540  
4 4 2 - 2 2  8, 116 8, 116 4,291 4, 291 3,825 3,825  

4 4 4 4   5,082 5,082 5,082 5,082  
4 4 4 4  4,431 4,431 4,431 4,431  

0 4 5 3 3  1 2 31, 070 32, 704 27, 606 16,976  3,464 15,728

3 3 2 2  1 1  

_

6, 043 9, 246 5, 902 5,902  3,344 181  
1 2 1 1  1  878 4, 222 878 878  3,344  
1 1 1 1  5,024 5,024 5,024 5,024  
1  1  181  181  
3 3 1 1  2 2 5,040 4,252 2,150 1,362  2,890 2,890

21 3 4 2 3  1 1 17, 234 15, 697 16, 672 15, 135  562 562

3 3 2 2  1 1 31,942 31.942 28, 343 28,343  3,599 3.599

1 1 1 1  19, 609 19, 609 19. 609 19,609  
2 2 1 1  1 1 12,333 12,333 8,734 8,734  3,599 3,599

3 3  1 1 2 2 132,477 132, 477  123,369 123, 369 9, 108 9, 108

3  1  2  6,366  1,381  5,005  

3  3   328, 789   328, 789  

1, Seven banks converted into or merged with existing branches and 3 banks added to the group. 20 2 banks consolidated. 12 Two banks merged
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Number and loans and investments of banks in each chain or group—Continued

Name and address of management
or omtrolling interest

Number of banks Loans and investments

Total National State mem-
her Nonmember Total National

1
June

State member Nonmember

Deceni- Juneher Degern-her June Deem-De her June De Deem-her June
Deeem-her June Deeerm- Deem.June Deeem-

her June

North Dakota (December, 6 groups;
June, 6 groups) 48 50 14 16  34 34 412,673 $13, 901 $4, 921 $6, 149  $7, 752 47,752

Hanson, 0. S., et al., Grand
Forks 14 14 5 5  9 9 3, 303 3, 303 1, 640 1, 640  1,663 1, 663

North Dakota 12 12 3 3  9 9 2,687 2,687 1,024 , 1,024  1,663 1,663
Minnesota 2 2 2 2  616 616 616 616  

Sishek, J. H., Ashby 11 11  11 11 2,639 2,639  2,639 2,639

North Dakota 9 9  9 9 2,134 2, 134  2, 134 2, 134
Montana 1 1  1 1 131 131  131 I 131
South Dakota 1 1  1 1 374 374  374 374

Peterson, Akin, estate, et al.,
Harvey " 9 11 6 8  3 3 1, 390 2,618 1, 152 ; 2, 380  238 238

Robinson, Harve, Medora 6 6 1 1  5 5 2,136 2,136 413 413  1.723 1,723

North Dakota 3 3  3 3 572 572  572 572
Montana 3 3 I 1 1  2 2 1, 564 1, 564 413 413  1, 151 1, 151

Bisehot, John, Zeland 5 5 1 1  4 4 1, 677 1, 677 376 376  I, 301 1, 301
Graves, H. T., et al., James-
town 3 3 1 1  2 2 1, 528 1, 528 1. 340 1, 340  188 188

Ohio (December, 2 groups; June,
1 group) 8 4 5 3 2 1 1  69. 230 7,928 38,231 7.538 $29, 152 $390 1,847  

Banc Ohio Corporation, Co-
lumbus 4  2 1  1  61,302  30,693  28,762 1,847  

Mather, W. G., Cleveland—
Michigan 4 4 3 3 1 1--------------7.W.68 7,928 7,538 7,538 3110 390  
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Oklahoma (December, 8 groups;
June, 9 groups) 

Southwest Corporation," Tulsa

Oklahoma 
Kansas 
Texas 

Thurmond Bros., Oklahoma
City 

McCauley, H. A., Sapulpa _ _ _
Douglas, H. T., et al., Shawnee_
Johnson Bros., Shawnee
Mound 

Wooten, H. K., Chickesha
Mullendore, E. C., and family,
Cleveland 

Myers, W. D., Alva  

Kansas 
Oklahoma 

Vose, R. A., Oklahoma City

Oregon (December, 7 groups; June,
6 groups) 

Pacific Bancorporation, Port-
land 

West Coast Bancorporation,
Portland 

Oregon 
Washington 

Oregon Investors Corporation,
Hillsboro 

First National Corporation,
Portland 

Linn Securities Co., Albany_
McCoy, E. 0., The Dalles 

Wright, Will T., Oregon City_

Oregon 
Washington 

1 Al 0, 1 0. 1 ,.„.. 1 „. 1 .. TjIII 1 QA QOV 1.-,.. , 

21 1
'

5

5

16 5  

 !

5 77, 753 66,638 76, 510 66,638   i 1243  

19 1
i 1
1 1

11
I
1  

5  5 76, 181
915  
657  

66,638 1 74,938
915
657

66,638  , 1,243

! 

15 1 15
(") 1 12  

9 1 9
1.

9 ! 9

_

9

6

4

9

6  

4  

6

3

5

6
12
3

5

4,664

5,233

4,407

1
4,664 1
2,738
5,233

4,407

3,568

4, 149

3,553

3,568  

4, 149  

3,553  

1,098

1,084

854

1,096
2,738
1,084

8.54
6 1 6 6 6  3, 139 3, 139 3, 139 3, 139  

5 5 4 4  1 I 3, 158 3, 158 3,082 3,082  76 76

5 5 4 4  1 1 1 1,909 1,909 1,878 1,878  31 31

!
! 1 1 1 1  1 239 239 239 239  

4 4 3 3  ' 1 1 1, 670 I, 670 1, 639 1,639  31 31

3 3 3 3  1 889 1 889 889 889  
,

!
! 3.5 32 16 14 5 5 14 13 80, 126 . 80, 170 68, 424 66, 632 3, 353 2,936 8,349 10,602

1

I 10 10 ' 5 1 172-! 4 4 9, 074 9, 074 6, 777 6, 023 214 968 2,083 2,083

!
,

9 1 9 7 7  ! 2 2 18,853 18,8.53 16,724 16,724  2,129 2,129

8 8 6 6  2 2 18, 226 ' 18, 226 16,097 16, 097  2, 129 2, 129
1 1 1 1 1  627 ! 627 627 627  

4 4 I 1   1 3 3 1, 449 ! I, 449 945 945  504 504

3 3 1 i 1  2 2 42, 080 45, 308 40, 101 40, 101  1,979 5, 207
3  1 ! I  1  3, 184  1, 038  I, 171  975  

• 3 3 1 1 1 I 1 1 1 3, 414 1 3,414 2.839 2,839 198 198 377 377

3
1

3   1  
,

2 2 1 1 2, 072 1 2, 072  1, 770 1,770 302 302

1 2 2  1 2 2  11,770 , 1.770  1,770
_
1,770  

1 1  
I

1 I 302, 302  302 302

12 Two banks sold to First Bank Stock Corporation. 11 Formerly Exchange National Co. All banks suspended November, 1929,
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Number and loans and investments of banks in each chain or group-Continued

Name and address of management
or controlling interest

Pennsylvania (December, 12
groups: June, 12 groups) 

Peoples Pittsburgh Trust Co.,
Pittsburgh 

Union Trust Co., Pittsburgh _
Commonwealth Trust Co.,
Pittsburgh 

First National Bank, Johns-
town 

United States Finance Co.,
Carlisle 

Bosak, Michael & Associates,
Scranton 

Butler County National Bank,
Butler 

Berwind-White Coal Mining
Co., Philadelphia 

Colonial Trust Co., Pittsburgh_
Oswald, V. A., Altoona 
Prindible, Geo. E., Patton 
United States National Bank,
Johnstown 

Rhode Island:
Industrial Trust Co., Provi-
dence 

South Dakota (December, 5 groups;
June, 6 groups) 

Beebe, M. P. Ipswich 
Schirber, F. W ., Bents, J. J.,
and Kindred, H. J., Mo-
bridge 

Schneider, G. F., et al., Rapid
City 

Number of banks Loans and investments

Total National Stattemr em- Nonmember Total National State member Nonmember

Decem-
ber •,.,,,„`'"" 

Decem-
ber June Decem-ber J„"„„"-""

Decem-
ber June Decem-ber June

Decem-
ber June

Decem-
ber June Decem-

ber June

47 47 15 15 9 9 23 23 $763,305 $742,052 $343,683 $343,883 $333,911 $312,658 $83,711 $85,711

7 7 1 1 2 2 4 4 167, 180 145, 927 73, 470 73,470 74,444 53, 191 19, 266 19, 266
6 6 2 2 2 2 2 2 458, 901 458,901 217, 529 217, 529 206.465 206,465 34, 907 34, 907

5 5 1 1 1 1 3 3 20, 317 20, 317 1, 713 1, 713 15, 754 15, 754 2, 8.50 2, 850

4 4 1 1  3 3 19,329 19, 329 15, 639 15, 639  3,690 3, 690

4 4 2 2  2 2 5,888 5,888 1,122 1,122  4,766 4,766

3 3  1 1 2 2 14, 000 14, 000  4, 333 4,333 1 9,667 9,667

3 3 2 2  1 1 9, 784 9, 784 9, 784 9,784  

3 3 1 1 2 2  5,062 5,062 214 244 4,818 4,818  
3 3 1 1 1 1 1 1 32,200 32,200 2,220 2,220 28,097 28,097 I , 883 1,883
3 3 2 2  1 1 7, 592 7, 592 5, 142 5, 142  2, 450 2,450
3 3 1 1  2 2 4,541 4, S41 3, 182 3, 182  1, 359 1, 359

3 3 1 1  2 2 18, 511 18, 511 13, 638 13, 638  4, 873 4.873

3 1 1 1 1 1 1 153,331 153, 331 7,340 7,340 142, 069 142, 069 1 3,922 3,922

30 35 6 10  24 25 11,057 13,528 3,200 5,606  7,857 7,920

7 7  7 7 2, 229 2,229  2,229 2,229

6 6 1 1  5 5 788 788 249 249  539 539

6 6  8 6 , 3,701 3,701  3,701 3,701

00

o
x
i
x
x
v
a
 a
n
o
u
o
 a
x
v
 4
NI
VE
ID
 
4E
ID
NV

/I
EE

 



Stiles, Fred B., Watertown. _ _ _
Greene, F. D., Cahalan, A. B.,
and Swanson, C. P., Miller..

Waste, H. G., Spearfish, Wyo..

Tennessee (December, 4 groups;
June, 5 groups) 

Caldwell, Rogers, Nashville...

Tennessee 
Arkansas 

American National Bank,
Nashville 

Commerce-Union Group,
Nashville . 

First National Bank, Pitts-
burgh 

Fourth and First National
Bank, Nashville 

Nashville Trust Co., Nashville
Texas (December, 16 groups; June,
15 groups) 

Wilkinson, J. G. de H. H.,
Fort Worth 

Parrish, M. C., and associates,
Austin 

Crews, J. M., and associates,
Childress 

Thornton, R. L., and Mercan-
tile Banking 6c Trust Co.,
Dallas 

Fuqua, W. H., Amarillo 

New Mexico 
Texas 

Feagin, L. M., and Kirby, J.
H., Houston 

Couch, R. C. and D. R., Has-
kell 

Staley, J. I., Wichita Falls 

New Mexico 
Oklahoma 
Texas 

I 
6 f

(2') 1
5

6

5  
5  

5 5  

4  
, 

1 i

5

1 i 3,096 i

1  
5 1,243

3,096

2,469
1,243

2,951 2,951 I 

2,406

145 /46

63
1,243 1,243

,
,

87 23 19 8 1 1 67 15 183, 139 91, 727 112,919 62, 151 11, 140 .1 59, 080 29, 576

68  12  1 53  131,306 78,642  11, 140 41,526  

11  4  7  97, 028  70, 346  26,682  

55  8  1  46  34, 280  8.296  11, 140  14,844  

15 11 4 3  11 8 31,470 34,012 27,388 26,279  8,082 7,733

3 3 2 2  1 1 15, 198 15, 198 5,989 I 5,989  9, 209 9, 209

3 3 1 1  2 2 1, 163 1, 163 900 900  263 263

(21) 3  1  2  28, 484  27,465  1, 019

(21) 3  1  2  13,870  I 1,518  11,352

86 80 25 22 3 3 58 55 104,384 88, 712 77, 263 62, 508 13, 971 13,971 13, 150 12,233

12 12 3 3  9 9 9,517 9,517 8,223 1 8,223  1,294 1,294

9 8  9 S 1, 059 959  1, 059 959

9 9 2 2  7 7 1,928 1,928
429 

429  1,499 1,499

8 8  2 2 6 6 14, 176 14, 176  13, 869 13,869 307 307

6 6 4 4  2 2 5,996 5, 996 5, 452 , 5,452  544 544

1 1 1 1  151 151 151 151  
5 5 3 3  2 2 5,845 5,845 5, 301 5,301  544 544

5 5   - 5 5 965 965  965 965

5 5 2 2 1 1 2 2 1,277 1,277 582 582 102 102 593 593

4  2  2  4,462  3,645  817  

1  1  397  397  

1  1  420  420  

2  2  3,645  3,645  
 _ 

15 Taken over by First Bank Stock Corporation. ta Now included in Rogers Caldwell Group, shown above.
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Number and loans and investments of banks in each chain or group-Continued

Name and address of management
or controlling interest

Number of banks

State mem-
ber Nonmember

Loans

Total National

and investments

Total

Decem-
ber June

National State member Nonmember

Decem-
ber June Decem-

ber June Decem-
ber June Decem-

ber June I D berm- June Decem-June Decem-
ber ber June

Texas -C ontinued.
Welhausen & Driscoll, Yoakum 4 4 1 1  3 3 $j,354 $1, 354 $736 8736  $618 $618
Republic National Co., Dallas _ 4 3 2 1  2 2 45, 835 34,721 43, 460 32,350  2, 375 2, 375
Stewart, Carter, and Asso-

ciates, Houston 4 4 3 3  1 1 6,830 6,830 6,031 6,031  799 799
A tmws, L. P., Groveton 4 4 1 1  3 3 1, 423 1,423 901 901  522 522
Thompson, H. H., Houston_ 3 3  3 3 268 268  268 268
Weldon & Sweeney, Milwau-
kee 3 3 2 2  1 1 494 494 434 434  so 60

Moody, W. L., jr., and asso-
ciates, Galveston 3 3 2 2  1 1 7,087 7,087 7,087 7,087  

Paul, F. A., & Associates, Pan-
handle 3 3 1 1  2 2 1,713 1,713 283 283  1, 430 1,430

Utah ( December, 5 groups; June, 5
groups) .50 51 131 13 8 8 29 30 70, 160 70, 262 3.5, 632 3,5, 632 $11, 888 $11,888 22,640 22.742

First Security Corporation.
Ogden  2.5 2.5 21 6 6 17 17 34,723 34,723 12, 038 12, 038 11, 129 11,129 11,556 11,556

Utah 9 9 21 2 2 5 5 19, 302 19, 302 12,038 1 12,038 2,091 2,091 5, 173 5,173
Idaho  14 14  4 4 10 10 13,860 13,860  9,038 9,038 4,822 4,822
Wyoming  2 2  2 2 1,561 1,561  1.381 1,561

Cosgriff, J. E, Salt Lake City_ _1 9 9 6  3 3 15,747 15,747 15, 146 15,146  601 601

Utah 1 2 2 1 1  1 10, 694 10,694 10, 528 10, 528 , 166 166
Idaho , 4 4 3 3  1 2, 574 2, 574 2,312 2,312 1 262 262

, Wyoming 1 3 3 2 2  1 2, 479 2, 479 2,303 2,306  173 173

Armstrong - Whitmore, Salt 1
Lake City ...........7 4 4 2 2 1 4.487 4,487 3,534 3,534 759 759 194 194

Utah  _ 5 5 2 2 2 2 1 1 2,722 2, 722 1,769 1,769 759 759 194 194
Idaho .
Nevada 

1

\ 1  

1
1 10 307

1.4.58
307

1,458
307 307 ' 

1,458 1,458  
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Desert National Bank group,
Salt Lake City 

Chipman family et al., Ameri-
(an Forks

Washington (December, 12 groups:
June, 11 groups) 

Old National Corporation,29
Spokane.  

Idaho 
Washington 

Marine Bancorporation. Seattle
First Seattle Dexter Horton Se-
curities Co.29, Seattle 

American Securities Co., Spo-
kane 

Butler, Wm. C., and associates,
Everett 

Hall Investment Co., Carna-
tion 

Waddell, Hugh, et al., Colville
Bankers Holding Corporation,
Seattle 

Bingham, C. E., Sedro Woolley
Coffman Dobson Investment
Co., Chehalis 

Fechter, 0. A., Yakima 
Hannay, N. B., et al., Mount
Vernon 

Pacific Brotherhood Invest-
ment Co., Seattle 

Washington 
Oregon 

Roberts, F. M. and F. W.,
Seattle 

xr6 6 1 1 4 5 13, 247 i 13, 349 4,914 I 4,914 1 8,333 i 8,4311
. .

4 4 1,9511 1,9543 .. _ 1, 956 , 1.956

71 59 28 24 2 1 41 34 174, 851 81,418 152, 536 66, 800 3.342 877 17, 973 13, 741

22 • ' 20 12 10  10 10
i

32, 981 , 8, 566 30,928 6, 508  2,058 2,058

5 t 5 3 3  2 2 3,325 I 3,32.5 3026 3.026  299 299
17 15 9 7  8 8 29,656 5,241 27,897 3,482  1,759 1,759

10 6 5 4  5 2 35,484 32,186 31,014 29,714  4,470 2,472

I 7 6 3 3  4 3 78, 298 23, 539 76, 437 22, 363  I, 861 1, 176

I
5 5  5 5 4, 895 4,895  4,895 4,895

4  2  2  12,484  11,057  1,427  

4 3  4 3 703 516  703 516
4 4 1 1  3 3 1, 194 1, 194 887 887  307 307

3 3 1 1  2 2 849 849 428 428  421 421
3 3  3 3 1,334 1,334  1,334 1,334

3  1  2  2,439  2,158  281  
3   2  1  3,121  937  2,184  

I
1 2  . 1,675  1,329  346

(") I 3  2  1  5, n5  4, 718  877  

I
1  1  3, 250  2,373  877  

 I 1 I 1  2,345  2.345  

2 2  1 1 1,069 1,069 8.53 853  216 216

21 One bank merged with a bank outside the gro ip.
29 Formerly Union Securities Co.
" Formerly First National Corporation.

Groups dissolved.
Si Now part of Calitalo Investment Corporation group, San Francisco.
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Number and loans and investments of banks in each chain or group-Continued

Name and address of management
or controlling interest

Number of banks Loans and investments

Total National State mem-
ber Nonmember Total National

Decem-
ber June

State member Nonmember

Decem-
ber June Decem-

ber June Decem-
ber June

Decem-
ber June Decem-

ber
June Decem-

ber June Decem-
ber June

Wisconsin (December, 6 banks;
June, 5 banks) 38 33 13 11  25 22 $198,212 I $191,277 $172,261 $166,390   $25,951 $24,887

First Wisconsin National
Bank, Milwaukee 18 17 7 6  11 11 168,466 165,460 147,480 144, 474  20,986 20,986

Coe, C. C., and Coe, A. E.,
Almena 5 5  5 5 1,660 1,660  1,660 1,660

Baker, Harry D., St. Croix
Falls 4 4  4 4 879 879  879 879

Dunegan, J. W., Stevens Point.
Rosebush, Judson, Milwaukee_

4  
4 4

1  
3 3  

3  
1

3,929  
9, 709 9, 709

2,865  
8,801 8,801  

1,064  
908 908

Brown, C. C., Kenosha 3 3 2 2  13, 369 13,569 13, 115 13, 115  454 454

Wyoming (December, 5 groups;
June, 5 groups) 21 21 6 6 3 3 12 12 12,994 12,994 9,369 9.369 $940 $940 2,685 2,685

Hay, J. W., Cheyenne 5 5 2 2  3 3 6,3811 6,381 5,764 5,764  617 617

Marble, A. H., Cheyenne 4 4  2 2 2 I, 167 1, 167  362 362

Wyoming 1 1  1 1 197 197  197 197
South Dakota 3 3  2 2 1 1 970 970  805 1 165 165

Williams, C. J., Hinman, (1.
A., and Paerson, W. E.,
Powell 4 4 2 2 1 1 1 908 908 745 745 135 135 I28 28

Taliaferro, T. S., Jr., Rock
Springs 3 3 1 ' 2 2 912 912 463 463  449I 449

P. J. Quealy, Kemmerer 5 5 1 4 4 3,626 3.626 2,397 2,397  1,229,1,229
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BRANCH, CHAIN, AND GROUP BANKING 185

Mr. LETTS. I understand the statement with respect to the Min-
neapolis and St. Paul situation is ready to go in at this point.
The CHAIRMAN. Yes. Do you want to submit that now, Mr.

Pole?
Mr. POLE. This statement did not refer specifically to any par-

ticular banks. You asked that that be included, and so I shall
have to revise it.
The CHAIRMAN. If you will revise that and insert it, we will be

obli!ged.
Mr. POLE. I will be glad to do so.
(The statement referred to is as follows:)

POSSIBLE CONTROL OF ELECTIONS OF FEDERAL RESERVE BANK DIRECTORS BY
GROUP BANKS IN NINTH FEDERAL RESERVE DISTRICT

For purposes of election of class A and class B directors of Federal reserve
banks, member banks in each Federal reserve district are divided into three
groups, each electoral group consisting as nearly as possible of banks of similar
capitalization. Each group of banks is permitted to elect one class A and one
class B director. Each member bank certifies its first, second, and other choices
for a director of class A and class B, respectively. Only one choice for any one
9/ndidate may be voted. A candidate having a majority of first choice votes
la declared elected. In case no candidate has a majority of first choice votes,
the first and second choice votes are added together and if any candidate then
have a majority of electors voting he is declared elected; if not, the first, second,
and other choice votes are added and the candidate then having the highest
number is declared elected.
In the ninth Federal reserve district the electoral groups of member banks

are as follows: Group 1 consists of banks having a capital and surplus of
$400,000 and over, Group 2 of banks having a capital and surplus of from
860,000 to $399,999, and Group 3 of banks having a capital and surplus of less
than $60,000. At the end of 1929, there were 683 member banks in the
Minneapolis district, of which 30 were in Group 1, 299 in Group 2, and 354 in
Group 3.
The number of member banks in the ninth district belonging to the North-

west Bancorporation group and in the First Bank Stock Corporation group,
together with the percentage of the number of banks in each of these groups to
the total number of banks in each electoral group are shown below:

Member banks in the ninth Federal reserve district, by electoral groups, December 31,
1929

All
member
banks

Number of banks in—

Group
1

Group
2

Group
3

All member banks 683 30 299 354
1'11'4 Bank Stock Corporation:

Number 66 7 47 11
Per cent of total in group 9.5 23.3 15.7 3.1

Northwest Bancorporation:
Number 56 '13 30 12
Per cent of total in group &1 48.3 10.0 3.4

First Bank Stock Corporation and Northwest Bancorporation com-
bined:
Number. 

- -  
120 20 77 23

Per cent of ----- in group 17.6 66.7 258 6.5

'Includes 1 bank which joined the group in January, 1930.

It will be noted that the First Bank Stock Corporation and the Northwest
Bancorporation together control 66.7 per cent of the member banks in Group
1, the group of largest banks, in the Minneapolis Federal reserve district; and
it is manifest that acting together these two corporations could easily control
the elections of class A and class B directors in this group by having the mem-



186 BRANCH, CHAIN, AND GROUP BANKING

ber banks which they own vote for a particular candidate. On the basis of their
present holdings, therefore, these two corporations by their combined action would
be able to place upon the board of directors of the Federal Reserve Bank of
Minneapolis a class A director and a class B director from Group 1. Moreover,
the First Bank Stock Corporation and the Northwest Bancorporation together
control approximately 25 per cent of the banks in Group 2 in the Minneapolis
district. While this number is, of course, not sufficient to control absolutely
the elections of class A and class B directors in the district, it is obvious that
by acting jointly, they could give to any specified candidate a large number of
votes and with some additional votes from independent banks might bring
about the election of the desired candidate. This would be more easily accom-
plished in an election where there were several candidates in the field, in which
case control of a plurality of the votes might be sufficient to elect. Under some
circumstances, therefore, on the basis of present stockholdings, the two corpor-
ations acting together might conceviably succeed in electing a class A and a
class B director from both Group 1 and Group 2 in the Minneapolis district, a
total of four directors.

Acting separately, the Northwest Bancorporation, owning as it does, approx-
imately 43 per cent of the member banks in Group 1, could probably control
the election of class A and class B directors in that group in many cases, unless
the opposition were united on one other candidate. The First Bank Stock
Corporation, however, owning about 23 per cent of the member banks in Group
1, would probably find it difficult to compel the election of any candidate in the
group unless it were able to obtain the support of at least some of the banks
owned by the Northwest Bancorporation. It is doubtful whether either the
First Bank Stock Corporation or the Northwest Bancorporation could, acting •
separately, control the elections of class A or class B directors in Group 2, as
their separate holdings in this group are only about 16 per cent and 10 per cent,
respectively.
As shown in the above table, the holdings of these two corporations in member

banks in Group 3, the group of smallest banks, are relatively small and it is very
doubtful, on the basis of the present holdings, that much influence could be
exerted by these two corporations on elections of class A and class B directors
in this group, unless it be by moral suasion or some method other than direct
control of votes.

While the above shows the possibility of the control of elections of Federal
reserve bank directors by group banking systems, I wish to point out that there
would be no likelihood of similar control of such elections in the case of branch
banking. A parent bank and all its branches constitute but one corporate
entity and, accordingly, a member bank with any number of branches would be
entitled under the law to only one vote in elections of class A and class B directors.
For example, if the Northwest Bancorporation were a member bank with a large
number of branches instead of a holding corporation owning stock in a large
number of individual banks, it would have only one vote in elections of class A
and class B directors, whereas it now controls a large number of votes as indicated
above.

•
The CHAIRMAN. What is the attitude of your departwent when you

are approached by the heads of these chain groups for the organiza-
tion of banks in any particular territory? Do you lend them assist-
ance and cooperate with them to the end that these groups may be
developed?
Mr. POLE. I would not go so far as to say that, Mr. Chairman,

because when a group undertakes to purchase a bank, it does not
consult us unless it is a question of reorganization under a national
charter which is sometimes the case—frequently the case—and in
those circumstances we have always been very glad indeed to do what
we can to promote a better state of affairs in any particular locality.
The CHAIRMAN. You have no notice, then, when a national bank

is taken over by one of these groups until you examine the stock-
holders' list?
Mr. POLE. Not necessarily.
The CHAIRMAN. And you do not take any cognizance of it?
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Mr. POLE. No; we can not take any more cognizance of that than
we can the transfer of the stock into other hands than the group.
The CHAIRMAN. Have you ever suggested to the organizers of these

groups the merging or taking over of a national bank in any of these
groups?
Mr. POLE. I have not. There may have been some such suggestions

Upon the part of our chief examiners or examiners in the field.
The CHAIRMAN. Is your department or are your chief examiners

consulted in regard to the organization of these various holding
companies affiliated with the banks?
Mr. POLE. What is that, Mr. Chairman?
The CHAIRMAN. Is your department or the chief national bank

examiners consulted in connection with the organization of these
affiliated companies with national banks?
Mr. POLE. Usually our organization department is consulted, in

order that a method may be adopted which has been approved, of
declaring a dividend and using the proceeds of such a dividend for
the capitalization of the affiliated company.
The CHAIRMAN. Does that extend to the point of approving or

disapproving the organization of these companies?
Mr. POLE. No; we do not have to approve or disapprove.

. The CHAIRMAN. I understood you to say the other day that we
did not need any larger banks in the central reserve cities. Was I
correct in this? To which cities did you refer?
Mr. POLE. Chicago and New York are the central reserve cities.
The CHAIRMAN. Suppose two or more of the big banks in one of

these cities wanted to merge or consolidate; is it the practice of your
department to protest or approve, or could you stop, if you wanted
to, such consolidation or merger?
Mr. POLE. Consolidations of banks has to be made with the ap-

proval of the comptroller.
The CHAIRMAN. None of these mergers could be brought about

Without the approval of the comptroller?
Mr. POLE. Consolidation can not be brought about otherwise.
The CHAIRMAN. The other day you said, in answer to a question,

that you were largely responsible for much of the branch banking
discussion going on at the present time. How did you mean that?
Mr. POLE. I mean that through my report to Congress, and through

addresses which I have made, interest over the country has been
aroused in the banking situation, particularly with respect to the
banking situation in the rural communities, where the failures have
been very large.
The CHAIRMAN. Are you carrying on any propaganda in favor of

branch banking or chain banking or group banking?
Mr. POLE. None whatever.
The CHAIRMAN. I have here a report of the Comptroller of the

Currency, sent out by the National Shawmut Bank of Boston, it
apparently having been sent to banks generally. It is dated Decem-
ber 2, 1929, and pertains to legislation recommended, and it is printed
at the United States Government Printing Office.
Was that sent out as a circular to the banks for distribution?
Mr. POLE. May I look at it? [After examining document.] I

know nothing about this. Mr. Await says that he does.
The CHAIRMAN. Can Mr. Await tell us about it?

lbw 



188 BRANCH, CHAIN, AND GROUP BANKING

Mr. AWALT. As I remember it, Mr. Chairman, an officer of the
Shawmut Bank came into the office in Mr. Pole's absence from the
city one day and asked if we could furnish them with some of the
copies of our annual report, and I said we could not. He wanted
quite a large number. I called up the statistical division of our office,
and they told me that some banks had desired copies of the comp-
troller's report and an arrangement had been made that they could
get them from the Government Printing Office by getting in touch
with the Public Printer and having them printed and paid for, and I
assume that that was done in this case. I do not know why they
wanted it.
The CHAIRMAN. The reason I mentioned it is that it seems that

these are being sent out to the banks of the country as part of a move-
ment apparently to encourage certain forms of development.
Mr. AWALT. I might suggest that if the committee desires to find

out the exact reason they call the officers of the Shawmut Bank.
I do not know what their reason is, and we did not approve anything
of the sort.
Mr. LucE. It might be useful in the record to have it appear at

this point that any citizen may secure from the Government Printing
Office, at cost plus 10 per cent, any public documents that he may
desire.
The CHAIRMAN. I was not raising that question, but raising it in

connection with the dissemination of information that Mr. Pole
referred to the other day, as to whether the discussion was being
brought about from the comptroller's office, or whether it was pro-
ceeding independently of that, or just what there was to that.
Mr. LUCE. I have an ulterior motive in making the statement that

I did, because I desire to take every opportunity to correct the wrong
impression on the part of the public that members of Congress are
working the Public Treasury in the wide distribution of literature
at public expense.
Mr. WINGO. I think it might be well, for reasons not necessary to

elucidate here—and the public seems to have developed a suspicion
along these lines—to make it appear affirmatively in the record that
what has been done, that what the Shawmut Bank has done is not
reprehensible at all but what they had a right to do. You and I have
seen some things go out in the last few weeks that are perfectly inno-
cent, and yet the newspapers seem to think something terrible is sug-
gested. So I do not think a reputable person or a reputable institu-
tion like a bank should be suspected in a case like this of having done
something terrible where they have acted properly. They have
done what any citizen has the right to do, go to the Public Printing
Office and get copies of documents and pay for them. The Govern-
ment does not lose any money. In other words, the right of legitimate
propaganda is really a part of the right of free speech and freedom of
press.
The CHAIRMAN. Now, Mr. Pole, reverting to that question I asked

some few moments ago which was referred to by Mr. Fort the other
day; take, for instance, St. Louis, as a trade area. You avoided an-
swering Mr. Fort fully in his question the other day about how many
banks you think, that city should have under your plan. For
instance, do you think it should have 1, 2, 3, or more banks, and just
how would you parcel out the business in the city? Would you, in
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ease there were four big banks with branches, permit each of the four
to have a branch on each of the four corners of a location, or just how
'would you do it? Would you divide the city into four districts, one
bank to serve each district, and where national-bank stocks are owned
by group, chain, or holding companies, how are the stocks registered
on the books of the bank, correctly or in the names of dummies—I
think you have answered on this last feature.
When you answer this question

' 
I wish you would specifically set

forth just how you would deal with a specific trade area like St. Louis,
for instance, so that the committee may understand just how this
plan of branch banking would work out. If you will add that to the
brief you are preparing—
Mr. POLE. You wish me to add that to the brief on trade areas?
The CHAIRMAN. Yes.
Mr. POLE. I thought you wanted me to answer it now.
The CHAIRMAN. Do you regard the national banking system as a

unit banking system?
Mr. POLE. A unit and a branch banking system.
The CHAIRMAN. Your branches being confined to the cities?
Mr. POLE. There are also branches of national banks outside of

the cities which have resulted from the conversion of State branch
banking systems.
The CHAIRMAN. As I understand your testimony, you believe that

We have arrived at the point where we should look the situation
squarely in the eye as to these banks and recommend an enlargement
Of the functions of the national bank business as now conducted?
Mr. POLE. Yes, as being the only remedy which occurs to me, as

the only one which will carry to the rural communities a safe and
Sound banking service.
Mr. STEAGALL. Right there, let Mr. Pole insert the figures showing

the development of branch banking in point of capital and the
bumber of branches since the passage of the McFadden Act.
The CHAIRMAN. February 25, 1927.
Mr. WINGO. Let that show not only the branches established by

direct authorization, but those that have come into the national
sYstem by reason of mergers or by reason of taking over State banks.
I think that is in your annual report.
MT. POLE. It is.
Mr. WING°. But it might be wise to get it into the record at this

Point.
The CHAIRMAN. Without objection, when Mr. Pole supplies that

it will be put in the record at this point.
(The information requested is reproduced below.)

•
BRANCHES

In the comptroller's report for the year ended October 31, 1927, the statement
was made that under the provisions of the act of February 25, 1927, the Comp-
troller of the Currency had approved the establishment of new city branches tothe number of 127. In the year following 103 new city branches were authorizedand during the year ended October 31, 1929, the number authorized was 89.
Of the 319 local branches authorized by the comptroller 75 have been discontinued
leaving the total of city branches now in operation authorized by the comptroller
under the provisions of the McFadden Act as 244.
During the past year 2 branches were added to the system through the con-

version of a State bank and 82 branches were added through the consolidation of
100130-30—voi. I, PT 2-7
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State banks with national banks. These additions, together with those branches
in the system under date of October 31, 1927, less 104 branches dropped through
action of directors and shareholders or liquidation of national banks make a
total of 1,061 branches in existence in the national banking system as of October
31, 1929, summarized as follows:

Classes

In
opera-
tion
Feb.

25, 1927

In
exist-
ence
Oct.

31, 1928

Author-
ized

during
year
ended
Oct.

31, 1929

Closed during the year ended
Oct. 31, 1929 Total

in
exist-
ence
Oct.

31, 1929
Share-
holders

Direc-
tors Lapsed

Volun-
tary
liqui-
dation

Statutory{g 

Additional offices, c branches 
Millspaw Act 

165

202
5

469
162
168  
6  

2  
82

44

25

427
243
142
5

C branches 187 89  5 10 17 244

Total 372 992 173 6 11 86 1,061

The CHAIRMAN. I would suggest to the committee that our com-
mittee has charge on the floor this morning of two bills, and probably
we had better recess.
Mr. GOLDSBOROUGH. Mr. Chairman, it seems to me that the rule

under which this hearing is being conducted has worked out so far
very satisfactorily, and I am going to suggest that when we further
hear Mr. Pole, the same procedure be carried out. In other words,
there are certain of the members, I am sure, who, because of the dis-
cussion, have other questions that they would like to ask, and if the
chairman would just begin and go around the committee as we did
before, I believe it would be better than to have a round table dis-
cussion.
The CHAIRMAN. The Chair will be very glad to comply with that.

There are some members of the committee who have not had their
opportunity to question the witness.

Without objection, we will stand adjourned until 10.30 o'clock
to-morrow morning.
(Thereupon, at 11.57 o'clock p. m., an adjournment was taken

until Thursday morning, March 6, 1930, at 10.30 o'clock.)
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HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Thursday, March 6, 1980.
The committee met in the committee room, Capitol Building, at

10.30 o'clock a. m., Hon. Louis T. McFadden (chairman) presiding.
The CHAIRMAN. The committee will come to order.
Mr. Dunbar, would you like to proceed now?

STATEMENT OF HON. JOHN W. POLE—Resumed

Mr. DUNBAR. Mr. Pole, you stated that the great number of
failures in banks have occurred since 1921—I think it was 5,000—i•-•
that correct?
Mr. POLE. Five thousand six hundred and forty.
Mr. DUNBAR. To what extent do you think that the failures of

these banks were due to conditions existing since 1921? The reason
I ask that question is this, that I was a member of the Committee on
on Banking and Currency nine years ago and we at that time had
confidentialiinformation that if the banks n Iowa were required to
liquidate and to do so within two years' time, 95 per cent of them
Would prove to be insolvent.
Now, then, to what extent have these bank failures in small com-

'nullities been due to conditions existing since that time?
Mr. POLE. I think it has been due in considerable part to the

economic conditions.
Mr. DUNBAR. Those banks at that time were practically insolvent

but we were told that if they were given a chance, probably they
could recuperate and that they might become solvent, and we were
also informed that the condition of many small banks throughout the
United States was the same. Has not the failure of these banks in
rural communities largely been due to the fact that they have been
unable to recover from the effects of frozen paper that they had in
their possession at that time?
Mr. POLE. Undoubtedly that has had its effect.
Mr. DUNBAR. Do you believe that if the banks at that time had

been solvent in a fair proportion, that we would have had the bank
failures in recent years that we have had?
Mr. POLE. The banks were not insolvent as far as the national

banks were concerned. Just as soon as we would discover a condi-
tion of insolvency, the law requires us to take charge of that bank or
to put into effect such remedial measures as are available.
Mr. DUNBAR. Does this figure of 5,640 that you have given us

relate to national banks alone, or to national and State banks?
Mr. POLE. National and State banks.
Mr. DUNBAR. Can you tell us how many of them were national

banks?
Mr. POLE. There were 763 national banks, and 4,877 State banks.

191
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Mr. DUNBAR. Which shows that the national banks are better
supervised and better conducted than the State banks.
Mr. POLE. We must take into consideration the fact that there

were almost three times as many State banks as national banks.
Mr. DUNBAR. But the proportion of failures is 3 to 1—is that

correct?
Mr. POLE. Approximately, in ratio to the number of banks.
Mr. DUNBAR. Of course, you have no supervision over any State

banks except in so far as they are members of the Federal reserve
system.
Mr. POLE. We have no supervisory powers over those banks.
Mr. DUNBAR. A large number of the banks that have failed have

been banks as to which you had no power or authority to regulate
their affairs—is that correct?
Mr. POLE. Very largely.
Mr. DUNBAR. You said that if a $100,000 capitalization were re-

quired of all banks, that it would close a great many banks in that
area and that there would be a tendency to monopoly.
Mr. POLE. In the smaller communities, because there were in the

United States on June 30, 1929, 5,468 banks with capital of less than
$25,000; 5,357 banks of $25,000 capital; 6,031 banks with capital
above $25,000, but not exceeding $50,000; and 1,073 banks with cap-
ital above $50,000, up to, but not including, $100,000. So that out
of 24,912 banks, there were 18,000 which had caiptal under $100,000.
Mr. DUNBAR. In a community in which there is a large number of

State banks, how would the requirement that a. national bank have
a capitalization of $100,000 produce a monopoly?
Mr. POLE. Because a bank has necessarily to have a sufficient

territory from which to draw business, which will enable it to earn a
reasonable profit on its capital investment, and, in addition to that,
it must have an area which will permit of reasonable diversification.
Mr. DUNBAR. If it were a monopoly, it would have all those ad-

vantages, would it not?
Mr. POLE. It would have those advantages, but it would also

deprive many communities of banking facilities which they are en-
titled to.
Mr. DUNBAR. Then you are in favor of communities having bank-

ing service in addition to the service to be rendered by national banks
with $100,000 capitalization?
Mr. POLE. I am in favor of that.
Mr. DUNBAR. If you established branch banking systems in those

communities, will that not drive away all of the State banks that are
now serving those communities?
Mr. POLE. If national banks were given the right to extend their

branches, that probably would have the effect of getting a great many
State banks into the national system.
Mr. DUNBAR. Do you think it would get a great many of these small

banks into the national system?
Mr. POLE. I think a great many of those small banks would become

branches of a bank which would be a member of the rational system,
provided the advantages which were given to the national bank were
such as to make the national system more attraetiee than the State
system.
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Mr. DUNBAR. What would you suggest in the way of advantages
that we could give the national banking system that would make it
More attractive than State banks?
Mr. POLE. If the national system were permitted to extend its

branches across State lines, it would be such an advantage.
Mr. Du/kmArt. You take Indiana and Ohio, for instance; we have

the cities of Cleveland and Cincinnati, and their banks would come
Over into Indiana and compete with Indianapolis, Evansville, and
every one of the other large cities. What would be the object of
that? Why should they compete with one another in the different
cities? Those cities are large capital centers.
Mr. POLE. As far as Cleveland and Cincinnati are concerned, my

suggestion, in order that the development of the branch system might
be orderly, is that a bank should not be permitted to branch out into
a city in which there was a Federal reserve bank or a branch of the
Federal reserve bank.
Mr. DUNBAR. You so stated the other day.
Mr. POLE. Yes.
Mr. DUNBAR. But now we have communities in which the banks

M. existence are earning 10 and 12 per cent. They are prosperous,
but they can not furnish all of the credit required by local manu-
facturers. Now, then, might not the plea be made that because they
can not extend that credit, a branch bank would be justifiable in
the opinion of the Comptroller of the Currency?
Mr. POLE. It might be so.
Mr. DUNBAR. Then, if it were so, it would interfere with pros-

Perous municipal banks that have filled the requirements made of
them, with such assistance as they were able to give these manufac-
turers in obtaining credits in large cities?
Mr. POLE. That is the case now. Where banks are not able to

accommodate the larger borrowings of their communities they now
have to go to these larger cities.
Mr. DUNBAR. That is true.
Mr. POLE. My idea is that the business that has developed in that

Particular community would remain there, but it would be transacted
through a branch, furthermore it does not mean because banks would
be permitted to establish branches, that they would be compelled to
do so.
In Indianapolis there is not a branch of the Federal reserve bank,

is there?
Mr. DUNBAR. I do not know.
Mr. POLE. Indianapolis might be the center of a very large and

Important trade area of Indiana.
Mr. DUNBAR. It is now.
Mr. POLE. Yes. It might be found that it would not be necessary

for them to take full advantage of what opportunities were offered
them under such an amendment.
Mr. DUNBAR. That is true, but I can imagine a situation where some

manufacturer might feel aggrieved in his dealings with the local
bank and he would go to the Comptroller of the Currency and make
his presentation to the effect that he could not be accommodated,
and a branch bank would then be established in that community,
Which would interfere with and ruin the business of the banks which are
there now. Do you not think that there is a high probability of
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interference with the banking business by the granting of a charter to
a branch bank in that kind of a community?
Mr. POLE. Under the suggestion which I have made, that there

would not be much necessity for establishing de novo branches.
There would be nothing to prevent, as far as I know, some Cleveland
people coming down and buying a bank in Indianapolis, but, if they
did buy it, I can not imagine that it would be such keen competition
for the banks of Indianapolis.
Mr. DUNBAR. Theoretically it has been stated that a branch bank-

ing system would have been of great benefit in the South, the South-
west, and the Northwest.
Mr. POLE. Undoubtedly.
Mr. DUNBAR. But I fail to see wherein it would be of any advan-

tage in Indiana. In the district I represent, we have 53 banks, and
in 12 years there have been only 3 failures, 1 a national bank and
2 State banks. One State bank paid its depositors in full, the national
bank paid about 90 per cent. The other is in process of liquidation.
Most of the banks there pay large dividends, State and national,
10 and 12 per cent, and the only injury that has befallen them oc-
curred in the debacle of last year's speculation when people began to
use all their resources, borrowed from the banks, and lost their money
in Wall Street. Now they are in the financial condition that they
do not have money to deposit in banks and they do not have surpluses
of necessary funds to engage in their enterprises, so that the country
banks down there are somewhat embarrassed, because they do net
have money to supply speculative losses. Now, the remedy, instead
of establishing branches in those kinds of communities, is some law
that would regulate speculation, because speculators borrowed money
in those banks and invested it in New York. I know one bank in
my own district that loaned $200,000. Banks sent large sums of
money to New York for speculation because of high rate of interest.
Those banks have been injured, but it has been due only to specu-
lation.
Mr. POLE. Mr. Congressman, that era of speculation is of quite

recent date and covered a comparatively brief period, whereas banks
have been failing in rapidly increasing numbers since 1920.
Mr. DUNBAR. National or State?
Mr. POLE. Both national and State; and there have been 115

banks fail in Indiana—more than 10 per cent of all the banks which
were in existence in 1920. Under the branch banking plan, if it were
not found to fit the particular State or the particular community to
which you refer, it would not be compulsory for them to go into the
branch-banking business. It would be easily possible for the im-
portant banks of Indianapolis to continue as an independent bank,
perhaps taking advantage of the law to the extent of operating
branches within a short distance of Indianapolis, but if banks of
$100,000 minimum capital are to be established, it would deprive a
great many communities in Indiana of banking service to which they
are entitled, and my chief interest, as has been already expressed, is
particularly with the rural banking situation.
Mr. DUNBAR. A branch bank would have available to be loaned

not only $100,000, but a great many times $100,000, and it would
then interfere with the banks in the communities.
Mr. POLE. It would offer to any community in which it operates

a branch its entire and complete facilities.
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Mr. DUNBAR. I do not see any objection to a national bank
having a capitalization of $100,000 being authorized for the simple
reason that it would tend to promote a monopoly of banking insti-
!,utions in the country, when the branch banks would certainly do
it, with the great increased availability they have of loaning money
to the community.
Mr. POLE. The point was raised that branch banking would tend

to create a monopoly in banking, and as a remedy for the situation
iWhich exists in the rural communities, t has been suggested that

banks of not less than $100,000 capital be established, and it was
there that I presented the argument that, such capital limitation
would be more apt to create a monopoly among the small commu-
nities, which might be just as dangerous as a monopoly among the
large communities, inasmuch as perhaps two banks could not suc-
ceed if their capital had to be $100,000 or more unless they had
territory sufficient to attract an amount of business necessary to
make such a capital profitable.
Mr. DUNBAR. I do not see where the objection would be to a

national bank having a capital stock of $100,000 on the theory of
Producing a monopoly, because if it did . shut out some of these
small banks, so would branch banks. I believe it would be beneficial
to the entire community with the supervison given by the bank
examining system which you have.
Mr. POLE. It is not a question of supervison entirely. It is a

question of ability to earn a fair return on invested capital.
Mr. DUNBAR. I think a $100,000 national bank in my section of the

country would be able to earn a fair investment on its return, because,
with few exceptions, every bank in 12 years has been able to do so.
And I am of the opinion that branch banking, except as it may be
developed from now on on account of speculation indulged in a year
ago, would have no beneficial result in that district. However, I
believe that there are a great many States where it would have bene-
ficial results. At the same time, I recognize that theoretically it is the
right idea of banking. One of my objections to branch banking is
that it is going to run out all community banks eventually, and it is

igoing to supersede every banking system n the United States outside
of the large banking centers, and in doing that there will be a tendency
to develop toward paternalism, and then, following paternalism,
socialism.
We see that illustrated in our holding..

i 

companies; we see it illus-
trated in our chain stores, and we see it illustrated in our great cor-
porations, which are taking away the individuality of the people of all
the communities, and making them of no avail.
I used to be secretary of the American Gas Association. I remem-

ber 25 years ago when we would attend .the convention of that asso-
ciation, every man had the courage of his convictions and would get
up and express his opinion. I attended.  a meeting last October at
Atlantic City, and there were 5,000 in attendance. I looked over
that crowd and I was. glad that I was not one of them, because but
few of them had an opinion of his own; a man had to look to the fellow
higher up if he wanted to talk, and he had to talk so as to get the
approval of the man higher up. They were all college graduates, but
all of them were impotent so far as having any personality or indi-
viduality or sovereignty because they were desirous of having the

A
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approval of the superior, and I was glad that I was no longer con-
nected with an organization that had to be servile to somebody, just
because they had the money and knew how to manipulate politics.
Now, if we have branch banking, that is only adding to that cop-

dition of man, and I hate to see the individuality that used to exist
on the decline.
Do you not think that that would be one tendency of branch

banking, to promote paternalism, and, following that, socialism?
Mr. POLE. I have expressed myself as deploring the passing of the

unit bank. I do, however, recognize that there is a banking condition
in this country which must be remedied, with the tremendous number
of failures with which we have been faced during the last nine or ten
years, and with the earning position of the thousands of banks III
this country to-day I feel sure that something must be offered as a
remedy for it.
Mr. DUNBAR. Do you not think 
Mr. POLE. May I go on?
Mr. DUNBAR. Surely; pardon me.
Mr. POLE. After giving the matter considerable thought, the idea

which has appealed to me as being the most effective is the branch
banking system, and that particularly because I believe it is far better
than the chain system or the group system. Now, inasmuch as there
must be in my opinion some remedy for the situation, I recognize
that it is very difficult to suggest anything which would be equally
effective in every part of this great country. The conditions in
Indiana are so different from the conditions in the Dakotas, that it is
difficult to prescribe any remedy which will be equally fitting. That
there is a necessity for remedy is well recognized and because of legal
restrictions against branch banking there has sprung up in this
country already a large number of chains and groups. National
banks reported as members of banking chains or groups numbered
791 at the end of December, as compared with 646 in June
Mr. DUNBAR. Pardon me, but are not those chains or groups

confined to the corporate limits in which the banks operate?
Mr. POLE. By no means.
Mr. DUNBAR. Do you mean to say that a bank in Cincinnati that

has a chain will go into Indiana, into Kentucky, and into adjoining
communities?
Mr. POLE. I am not specifically referring to Indiana, but in certain

sections of the country State lines and Federal reserve district lines
have been entirely disregarded.
Mr. DUNBAR. By what authority?
Mr. POLE. Through the organization of holding companies under

State charters.
Mr. DUNBAR. We have no jurisdiction whatever of holding com-

panies under State charters, have we?
Mr. POLE. As far as I know, we have not.
May I continue this?
MT. DUNBAR. Yes.
Mr. POLE. State banks, members of groups in December numbered

134, compared with 111 in June, and nonmembers 1,144, compared
1,049 in June. Loans and investments of national banks belonging
to banking groups were $5,600,000,000, or about one-fourth of the
total of all national banks, where loans and investments of State
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member banks belonging to the groups aggregated $3,000,000,000 and
of nonmember banks $1,800,000,000.

I was trying to show there that the 2,069 banks reported as belong-
ing to banking groups or chains at the end of the year constituted one-
twelfth of all the banks in the country, while the loans and invest-
ments of groups and chain banks were about 10,500,000,000 or nearly
one-sixth of the aggregate loans and investment of all banks in the
'United States.

So, as I say, we are faced with that condition now 
Mr. DUNBAR. Due to State charters?
Mr. POLE (continuing). And the question is, Would it be preferable

to regulate it by law, or would it be better to let it develop as it is
doing without regulation?
Mr. DUNBAR. But if the Legislature of Indiana would be averse to

such a system of banking, we would be secured against these branch
banks and group banks going far.
Mr. POLE. I do not know how far the laws could be amended to

cover such a situation.
Mr. DUNBAR. We would have a right to control our own affairs

Within our own State, except in so far as it did not interfere with
Federal law.
Mr. POLE. It might be possible to keep a group formed outside of

the State of Indiana from owning the stock of banks within the State
of Indiana.
Mr. STRONG. I am not so sure that it would be possible by a State

law to keep another State from bringing a bank into that State.
1\1r. AWALT. Of owning the stock in a bank in that State, which

would be possibly controlled, and therefore part of the chain.
Mr. STRONG. They could prevent the majority of the stock being

owned outside, could they not?
Mr. POLE. That is a legal question I am not prepared to answer.
Mr. STRONG. I think they could.
Mr. DUNBAR. I am not a lawyer, but I do not understand how any

banking law of Indiana could not exclude branch banks from adjoining
States being legalized unless they were Federal.
Now, Mr. Pole, I recognize the theory of branch banking as being

economical as applied to the Southwest, the Southeast and the North-
west, but do you not believe that it would be more conducive to the
development of man, his courage, his ingenuity, his resourcefulness,
not to have it, and that after the people in these various communities
had suffered, they would find a way to overcome their difficulties?
Mr. POLE. I am trying to assist them along that line.
Mr. DUNBAR. By branch banking?
Mr. POLE. Yes.
Mr. DUNBAR. I do not think it would do it, although I do recognize

it would help those communities at this time.
Mr. STRONG. Do not admit it for our community.
Mr. DUNBAR. What is your community?
Mr. STRONG. Kansas. Do not admit that branch banking would

help us. It would not.
Mr. DUNBAR. It would not help us in Indiana, and I do not think

it would help any of the States on the Mississippi River. I think
it would help some of the States west of the Mississippi River, but
I believe if they were put upon their own resources and made to
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realize that they had to devise their means and plans to make the
banking system successful, they would do so.
I want to ask about the Bank of Italy. That is a branch bank

system, is it not?
Mr. POLE. Yes.
Mr. DUNBAR. How did they acquire all their banks? Did they

purchase existing banks?
Mr. POLE. In a good many instances.
Mr. DUNBAR. In a great many instances they purchased banks?
Mr. POLE. Yes.
Mr. DUNBAR. To what extent were the existing banks coerced

into selling?
Mr. POLE. I am not able to answer that.
Mr. DUNBAR. Can you tell us how those that were not purchased

succeeded after the Bank of Italy expanded?
Mr. POLE. I am hardly able to answer that.
Mr. DUNBAR. Would not the natural presumption be that after

the Bank of Italy began to obtain such a strong fortress, all the other
banks of the community had to surrender on best terms?
Mr. POLE. That is a good many years ago.
Mr. DUNBAR. Do you not believe that if branch banking were

made effective in Indiana, the banks there would have to surrender
and sell out on best terms?
Mr. POLE. Not necessarily so. I can visualize a strong bank in

an Indiana town that is well managed and a profitable institution
competing quite successfully with any branch which might be operated
from Indianapolis?
Mr. DUNBAR. I do not mean Indianapolis. I am down on the

Ohio River, in the "sticks."
Mr. POLE. Did you not say Indianapolis?
Mr. DUNBAR. No, sir. I did a while ago.
Mr. POLE. I thought you referred to Indianapolis.
Mr. DUNBAR. Let us take a bank at Mitchell., Ind., which has a

capitalization of $100,000 and a surplus of $100,000. We have
institutions there that borrow $500,000, and the bank can not lend
that money, but it can advise where the money can be borrowed.
Suppose some one says, "We want a branch bank here that can

lend us all their money." What chance would that $100,000 bank
with a $100,000 surplus have after a branch bank came in. Because
it would lose one of its best customers, and it would lose other cus-
tomers, because it is easier to go right to a bank in your home town
and get all your money.
Mr. WINGO. Mr. Chairman, if the gentleman will permit me, it is

evident that he has not read the hearings of this committee some
years ago where the methods of the Bank of Italy in extending its
branches and destroying independent banks in other communities
were fully pictured, and both sides were presented here.
MT. DUNBAR. I never read it.
Mr. WINGO. I suggest that you can get there a concrete illustration

of what happens.
Mr. DUNBAR. What happens?
Mr. WING°. They drive them out of business.
Mr. DUNBAR. The independent banks?
MT. WINGO. Yes.
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Mr. DUNBAR. And that would be the case if we had branch banks
in Indiana.
Mr. WING°. May I suggest that there would be no virtue in the

proposal if you did not, because you say the present situation is a
bad one, and to get rid of what you call these weak banks is one of
the alleged virtues of the branch-banking scheme, to give service to
the community of stronger and better institutions. I did not know
anybody was insisting that there should be branch banking and still
at the same time expect that what they regard as unprofitable and
economically unsound institutions continue. I thought they were
going to supplant the present system with what they claim will be a
Stronger and better one.
Mr. DUNBAR. Would you regard the present system at Mitchell,

Ind. as one which should be supplanted?
Mi.. WINGO. I do not know anything about that system.
Mr. DUNBAR. Take any bank in any town that has a capitalization

of $100,000 and had to loan $500,000 perhaps to one institution.
Would you regard that system as being ideal because they had to go
out and borrow money in different cities, or would you consider it a
system that was worthy or that should be supplanted?
Mr. WINGO. No; I am a great believer in the independent, unit

bank. I have always opposed branch banking, chain banking and
group banking. If you can show me that changed conditions make
branch banking necessary I shall be glad to hear you.
Mr. DUNBAR. I think branch banking might have been the salva-

tion of some of the communities of this country, but I believe that,
having lost their all, they should begin over again and begin on a
sounder basis.
Mr. STRONG. The evident purpose of branch banking is to build

up a monopoly in banking; that has been the result of every branch
bank group that has started, and consequently they have had to
drive out competing banks to establish the monopoly. Otherwise
there would be no use of starting it.
Mr. DUNBAR. That is what I am afraid of.
MT. STRONG. It is the purpose of it.
Mr. DUNBAR. I wanted information from Mr. Pole on that subject.
Mr. POLE. I should differ with Mr. Strong when he says that it is

the evident purpose of such a system of banking to drive out compe-
tition. I think there will be ample competition in branch banking,
and where branch banking has been developed in this country there
la no lack of competition, and the banking situation in California,
Where branch banking has been developed beyond that of any other
State, shows over a period of 10 years an infinitely more satisfactory
condition with regard to bank failures than most of the other States.
Mr. DUNBAR. That is undoubtedly true.
Mr. BUSBY. Will the gentleman yield?
Mr. DUNBAR. Yes.
Mr. BUSBY. Would you call the absorption of the Bank of Italy,

the Bancitaly and the other associated corporations by the Trans-
America Corporation, issuing stock that was worth on the market
less than one-fourth of the value originally of the Bank of Italy, a
failure, or what would be your designation of the changed conditions
of the Bank of Italy under the circumstances we find it to-day from
What it was in June, 1928? It is not an independent entity any more

•
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in the sense that the stock is owned as bank stock is usually owned.,
but the stock is owned by the Trans-America Corporation and 10
worth now less than one-fourth of what the Bank of Italy stock was
in June, 1928.
What was that but a failure in the sense that the stock depreciated

three-fourths of its value?
Mr. POLE. That was the stock, Mr. Busby, of the Trans-America

Corporation of which you are speaking.
Mr. BUSBY. No, I am speaking of the Bank of Italy. The Bank

of Italy is not an independent stock proposition, for the Bank of
Italy stock is not listed any more, but the Trans-America stock IS
listed, and the Trans-America stock was traded on the basis of 1%
shares for 1 share of Bank of Italy, and that stock is listed to-daY
at 45, whereas the Bank of Italy stock on June 5, 1928, was listed at
293. That is a drop from 293 to 66% at the present time. As to the
Bancitaly Co., which was more or less of a trust corporation—Banc-
italy Corporation, as it was called—the stock on June 5, 1929, was
listed at 211, and that stock was exchanged for Trans-America Cor-
poration stock, share per share, and the Trans-America Corporation
stock is listed to-day at 45.
Was not that practically a failure of the whole Bank of Italy system?
Mr. POLE. I think that stock may have been split. I am not sure

of that.
Mr. BUSBY. No; I have photographic copies of the history of it,

taken from one of the reputable sources of information. It was
handled in this way; it was exchanged share for share for Trans-
America Corporation, and it is worth 45 cents now.
Mr. FORT. He has used the date of June 5. On the following day,

or two days later, was not that stock worth on the market some-
thing more than $200 less?
Mr. BUSBY. I will give you the history of it, if you will permit me,

Mr. Dunbar.
Mr. DUNBAR. Yes.
Mr. BUSBY. On Saturday, June 9, the Bank of Italy closed at 280.

On Monday it opened—Monday, June 11, 1928—at 257. It ex-
perienced a low of 125, and it closed at 212. On Tuesday its high was
250, and its low was 150%; it closed at 210, and it wiggled down the
line until the 23d, when we find it standing about 180.
Now, as to its companion corporation, the Bancitaly Corporation,

on Saturday, June 9, 1928—and this is after the slump had slightly
started—it closed at 195. On Monday, June 11, 1928, its high was
177, and its low 109, and it closed at 153. On Tuesday it opened at
140; its low was 120, and it closed at 135.
So the Bank of Italy, as an original institution, has dropped from

its high pinnacle of 293 to, for exchanged stock in the Trans-America
Corporation of New York and San Francisco, 66314 cents per share of
what was formerly the Bank of Italy stock, or 45 cents for Trans
America Corporation.
Mr. PRALL. Was there a corresponding decrease in the value of

all bank stocks at that time?
Mr. BUSBY. There was not a corresponding decrease, although

there was a slight and synpathetic decrease in other bank stocks,
but they soon regained their position. However, the Bank of
Italy stock, I find from following the San Francisco Chronicle quota-
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tions through those periods, never did get back to its former footing,
and finally was taken over by the holding company that I mentioned,
Which took over practically all of the six or seven interests that were
represented by the Bank of Italy. I say "interests" because they
were independent corporations doing different types of business in
line and in sympathy with the Bank of Italy; and that is the biggest
branch banking institution in the country.
Mr. POLE. You are speaking largely 
Mr. BUSBY. Will you please answer my question first? I was

stating the condition, and asked you if that was not a virtual failure
of this tremendous branch banking institution?
Mr. POLE. You are speaking here of the movements of stock

largely of the Trans-America Corporation.
Mr. BUSBY. It was not organized at that time; it was organized on

the 11th of October, 1928, after the considerable slump in the Bank
of Italy stock, and was organized as a holding company for the pur-
pose of taking over the Bank of Italy interest in its several forms.
Mr. POLE. There might have been considerable fluctuation—and

I think there was—in the Bank of Italy stock, whatever causes it
might have been due to.
Mr. BUSBY. I can explain the causes, which I think will interest

Mr. Dunbar who is asking the questions of the comptroller. Do you
understand the causes, Mr. Dunbar?
Mr. DUNBAR. Yes, but ask the question.
Mr. BUSBY. I will await another time.
Mr. DUNBAR. Do it right now.
Mr. POLE. I was going to add, in answer to your question, Mr.

Busby, that regardless of the stock fluctuations of the corporation to
which you referred, the truth is that the history of the Bank of Italy
is that it has increased from very small beginnings steadily upward
until to-day it is a bank with more than billion dollars of deposits.
Mr. DUNBAR. What is its capitalization?
Mr. POLE. May I incorporate that in the record?
Mr. DUNBAR. Yes. What dividends does it pay?
Mr. POLE. I will furnish that for the record.
Mr. FORT. Here is the figure on the Bank of Italy—invested

capital, $106,253,731.
Mr. POLE. What is the capital stock?
Mr. FORT. I do not know that it is here.
Mr. LETTS. That is as of November.
Mr. DUNBAR. Can you tell us how much they have paid in divi-

dends, Mr. Fort?
Mr. FORT. No.
(The information requested is as follows:)
The capital of the Bank of Italy National Association is $50,000,000_

Dividend rate is 12 per cent.

Mr. DUNBAR. How many independent banks in California in the
last 10 years have liquidated or been merged either with the Bank of
Italy or with other institutions? Can you tell us anything about
that?
Mr. WiNolo. You mean either merged or sold out to the Bank of

Italy, or acquired in some other way?
Mr. DUNBAR. Yes.
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Mr. POLE. The Bank of Italy has to-day in the neighborhood .of
300 branches. I think I could safely say that the majority of its
branches outside the large cities were formerly independent banks.
As to exactly how many were independent banks and how manY
were de novo branches, I have not the figures.
Mr. DUNBAR. Can you tell us how many independent unit banks

there are now in California, and the amount of their capitalization?
Mr. POLE. I will be glad to furnish those figures for the record.
Mr. DUNBAR. Will you please inform us how many of them are

national banks and how many are State banks?
Mr. POLE. Yes.
Mr. DUNBAR. Will you please put in the record their capitaliza-

tion?
Mr. POLE. I will be glad to.
(The information requested is as follows:)
Three hundred and eighty-four unit banks in the State of California as of

December 31, 1929. Of this number, 193 were national and 191 were state
banks.

Mr. DUNBAR. Most of the bank failures have been State banks—I
believe that was your assertion a while ago?
Mr. POLE. That is true.
Mr. DUNBAR. Most of these banks would never have been ill

existence if we had had the branch-bank system, would they?
Mr. POLE. A great many of them undoubtedly would not have

been in existence.
Mr. DUNBAR. Have you any idea of the number of State banks

that have failed in Indiana to date?
Mr. POLE. Indiana has been one of the States in which there have

been fewer bank failures than in a good many other States. There
have been 115 suspensions since 1921, up to December 31, 1929,
which is 10.9 per cent of the 1,057 banks which were in existence on
June 30, 1920.
Mr. DUNBAR. That is a good record?
Mr. POLE. In comparison with some other States, it is quite

good, but 10 per cent of the number of banks in a State like Indiana
is no record to be particularly proud of.
Mr. DUNBAR. Yet branch banking would not have assisted this

very much?
Mr. POLE. I think it would have assisted it very much, because

those banks generally are small banks in rural communities.
Mr. DUNBAR. If it would have assisted to a considerable extent, it

would only have done so by knocking out the country banks, the good
as well as the bad.
Mr. POLE. Which knocked themselves out by failing.
Mr. DUNBAR. But the good ones are still there and will be there,

provided they can liquidate the financial losses due to stock exchange
transactions.
Mr. POLE. May I just add one remark, and that is that because

banks would be permitted to establish branches does not mean that
it would be incumbent upon them to do so.
Mr. DUNBAR. I know it would not be incumbent, but it would be

almost putting them in the position where they would have to sur-
render and give up like you would have to surrender and give up to
bandits that accosted you.



S

BRANCH, CHAIN, AND GROUP BANKING 203

Mr. POLE. That has not proved to be the case to any great extent.
Mr. DUNBAR. It would be almost that case, because I do not see

how the banks in my district would exist if you had a branch bank
there for the reasons that I have given you heretofore.
Now, I admit that branch banking in some sections of the country

would be a wonderful panacea, and I also contend that if these banks
that have suffered as a result of their own lack of adequate knowledge
and conduct of business affairs can be made to recover and stand on
their feet in the future, they will be better off, and I believe that most
of these bank failures have been due to conditions existing prior to
1922; they have never been able to dispose of their frozen paper due
to the depreciation in the value of farms of 50 per cent, all of which
has rendered it impossible for those banks to recover their prestige,
and conditions existing since that time have been such as to have
forced many of them into liquidation.
Mr. POLE. Regardless of what the reasons may be, they have failed.
Mr. DUNBAR. They have failed, but the point I am making is that

they failed because of conditions existing prior to 1922.
Mr. POLE. Might not those conditions prevail in the future?
Mr. DUNBAR. Yes.
Mr. POLE. Do we not want to guard against them? I do not

mean to be questioning you.
Mr. DUNBAR. Do you want to guard against the banks getting

into that condition as the result of their own fault?
Mr. POLE. It would be very desirable.
Mrs. PRATT. Mr. Dunbar, may I ask the comptroller a question?
MT. DUNBAR. Certainly.
Mrs. PRATT. Mr. Pole, is it your idea to force a uniform system

throughout the entire country, or to permit the present system to
exist where unit banks have a sound position?
Mr. POLE. It is not my thought, Mrs. Pratt, that a bank should

be forced to go into a branch banking system.
Mrs. PRATT. But my point is this: There would be perhaps a

branch system formed in one section of the country, and if in another
district present conditions were sound under the unit banking sys-
tem, would you still feel it incumbent to go on with a uniform system,
in spite of the fact that present conditions in connection with unit
banks were sound?
Mr. POLE. It is not my idea that we could permit branch banking

in one part of the country and not permit it in another. I do think,
however, that it would be more effective in some parts of the country
than in others.
Mrs. PRATT. It could be flexible?
Mr. POLE. It would automatically be flexible, because where unit

banks are operating successfully and profitably there might be no
inducement for them to sell out to any branch system of banking,
and they might wish, as they have done in very many cases over
the country, to continue as successful and profitable independent
units. There are many instances where bankers will tell you that
they want no better competition than that of branch banks.
Mr. DUNBAR. I think that is true, or would be true in many

localities, but if you could have a branch banking system in some
parts of the country, for the present at least it might be a good
thing; but it would work hardship in other parts of the country.



204 BRANCH, CHAIN, AND GROUP BANKING

We have talked a great deal about losses sustained by banks, about
bank failures, which have been mostly State banks.
Mr. DUNBAR. We talked a great deal about bank failures, which

were mainly State banks. It would be a good thing to have all
banks, if possible, in the national banks system? Do you think that
would be a good thing for the country? I might say that I do.
Mr. POLE. I think the national system, inasmuch as it is the only

system through which the Government can enforce its policies,
should be the predominating system. I am not prepared to say that
it should be the only system.
Mr. DUNBAR. These financial losses that have been sustained are

not as great as people think they are, usually.
Mr. POLE. I do not know what people usually think they are.

They are a very impressive set of figures.
Mr. DUNBAR. How much has been lost by the stockholders of

banks by failures in the last 10 years?
Mr. POLE. By stockholders?
Mr. DUNBAR. No; by depositors.
Mr. POLE. I am not able to say that, because out of 5,640 failures,

4,800 of them have been State banks and I hove no idea as to what the
loss to depositors in State banks has been. I do know that it has
been very heavy and I think the loss which has been entailed has
been nothing short of a calamity in the communities in which the
failures have occurred.
Mr. DUNBAR. It is a calamity; it is true.
The CHAIRMAN. Will you yield for a minute? I want to suspend

this inquiry just for a minute in order to call up two resolutions.
(Discussion off the record.)
Mr. DUNBAR. Now, I am not going to detain you much longer,

but I wish, Mr. Pole, that you would give us the amount of losses to
depositors caused by failures of national banks during the last 10
years. Can you do that?
Mr. POLE. Yes, sir.
The CHAIRMAN. I think that material has already gone in.
Mr. POLE. It hits.
Mr. DUNBAR. Then, you need not put it in again.
Mr. SEIBERLING. If you have legislation here which would permit

branches in trade areas, you could then have a main bank out in
sections where you have no banking facilities, merely rent a room
and put in a few employees and give banking facilities, and also pro-
tect the State banks by providing that no branch bank could be put
in where they have banking facilities, without the consent of the State
bank or the other bank, which would give them an opportunity to
take over the bank, if it is desirable to be done.
I wish you would explain what you have in mind about that.
Mr. POLE. I could not imagine that the opinion of a State bank

would be anything but a prejudiced opinion as to whether or not
another bank should be established in that community, but, on
the other hand, I, as comptroller, certainly would not permit the
establishment of a branch in any community where the banking
facilities were ample. As I have already stated, I think it would be,
in practice, that very, very few de novo branches would be estab-
lished. If a branch system wanted to establish branches in a com-
munity which was already adequately served, it probably would not
get permission from the comptroller to do so.
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On the other hand, if it wishes to negotiate with a bank already in
existence, and they were willing to buy that bank and the bank was
Willing to sell, there would be nothing to prevent it doing so, in which
ease no doubt they would be permitted to establish that bank as a
branch, which would not, of course, increase or decrease the number
of banking offices in that community.
Mr. SEIBERLING. On the other hand, if they do not have facilities

and needed them, that could be established by the way I have stated?
Mrs POLE. Yes.
Mr. SEIBERLING. Without any heavy overhead or anything, of

that kind?
Mr. POLE. Yes.
Mr. DUNBAR. You are opposed to holding companies, so far as

the Government is concerned?
Mr. POLE. As an ultimate system; yes. As a possible step toward

branch banking it has many good features.
Mr. DUNBAR. This step toward branch banking—the tendency

would be for holding companies to develop?
Mr. POLE. If no legislation were enacted 
Mr. DUNBAR. Then, legislation would have to be enacted, in

order to prevent the development of holding companies? To what
extent have you holding companies? You spoke about that a while
.o—only as State permits them to out into adjoining territory.
There is no Federal law on the subject?
Mr. POLE. There is no Federal law on the subject.
They are developed to the extent that already there are included

in such holding companies 2,069 banks, which are one-twelfth of all
the banks in the United States.
MT. STEAGALL. If you will pardon me 
Mr. DUNBAR. Yes.
Mr. STEAGALL. Mr. Pole went over those figures once already.
Mr. POLE. Yes. Those banks embrace $10,500,000,000 of loans

and investments, which is nearly one-sixth of all loans and investments
in the United States, and the group system of banks is growing most
rapidly. There are new groups bemg formed every week and I hear
rumors from all over the country of large amounts of capital being so
employed.
Mr. DUNBAR. You think branch banking would prevent the growth

of group banking?
Mr. POLE. I do to a very large extent.
Mr. DUNBAR. One more subject and I am through. You said

that branch banking—at least I understood you to say it—would help
prevent the centralization of money in New York and other money
centers and would decentralize it and distribute capital all over the
country. Am I correct?
MT. POLE. Yes.
Mr. DUNBAR. That was the contention put forward for the adop-

tion of the Federal reserve system and that failed. Capital has been
centralized more in New York since the establishment of the Federal
reserve system than ever before Now, then, how would branch
banking, be any different from the Federal reserve system? Would not
most of our branch banks be centralized right in New York and where
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we had branch-banking corporations, say, in Pittsburgh and St.
Louis, would they not still report right to New York as they do now?
Mr. POLE. I am not prepared to accept your premises as correct

Mr. Congressman. While the banking resources of New York have
tremendously increased since the establishment of the Federal
reserve system, the resources of the other 11 Federal reserve districts
have also tremendously increased, but as to whether or not New
York has increased out of all proportion to the others, I am not
prepared to say.
Mr. STRONG. Might I suggest that in the other districts, the

Federal reserve banks are not quite as close to Wall Street, and
that such close association tends to a concentration of wealth?
Mr. DUNBAR. Is it your opinion that the Federal reserve system

has decentralized wealth and money?
Mr. STRONG. It certainly has not. It has centralized money every

place where there is a Federal reserve bank.
Mr. DUNBAR. It has centralized it every place there is a Federal

reserve bank, but, in your opinion 
Mr. STRONG. The big centralization has been in New York,

because the Federal Reserve Bank of New York City is close to
Wall Street—I mean in the same city.
Mr. STEAGALL. I am wondering about this: If the branch banking

plan gives us a system of banks strong enough to compete with the
strong monopoly tending banks, what need have we for the Federal
reserve system?
Mr. POLE. The large banks now are heavy borrowers at certain

periods and would no doubt continue to use the facilities of the
Federal reserve banks.
Mr. STEAGALL. You do not think that would undermine or destroy

the Federal reserve system—the elimination of the small unit bank?
Mr. POLE. I think that it is quite possible that under the present

system, which has grown out of group banking, some small unit
banks might leave the system.. Already some groups have been
formed, which are operating outside of the Federal reserve system.
Mr. STEAGALL. You think that evil is to be feared in the present

situation?
Mr. POLE. I do not think an important branch bank would under-

take to operate outside the Federal reserve system.
Mr. DUNBAR. I have nothing more, Mr. Chairman.
The CHAIRMAN. MT. Strong.
Mr. STRONG. Mr. Comptroller, while the chairman has gone over

very carefully one subject which I wanted to discuss, there is a matter
I want to take up further with you and that is the examination of
national banks. The information I want to get is this: The bank
examiners are not paid from the Government Treasury, are they?
Mr. POLE. The banks, Mr. Strong, are assessed for the cost of the

examination.
Mr. STRONG. Who sets the limit on the salaries for the examiners?
Mr. POLE. The salaries of the examiners are fixed by the Comp-

troller of the Currency, with the approval of the Federal Reserve
Board.
Mr. STRONG. In the course of your examination by the chairman,

you stated that our bank examiner department is now practically a
training school; that you take them before they are experienced and
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that after they have been with you a certain time and become ex-
perienced, some big bank comes along and takes them away from the
service.
Mr. POLE. That is quite often the case.
Mr. STRONG. Why are you not justified in paying salaries suffi-

ciently large to hold good and experienced men in the service, as
long as the banks that do take them away from you have to pay the
expense anyway; why not pay them enough to hold them—those
best qualified to examine banks?
Mr. POLE. The position of bank examiner, Mr. Strong, is a diffi-

cult one. He has to be away from home a great deal and has to
travel a great deal. It is not, in itself, a very attractive life.
Mr. STRONG. What is the average salary that you pay?
Mr. POLE. I am furnishing a complete list of that.
Mr. STRONG. Well, about what?
Mr. POLE. $5,000.
Mr. STRONG. Well, why not pay a salary sufficient to these men

so that they will stay in the service, regardless of the inconvenience?
Mr. POLE. I doubt if you could offer them enough money for that,

Mr. Strong.
Mr. STRONG. Did you ever try it?
Mr. POLE. The service could be undoubtedly improved by offering

better salaries.
Mr. STRONG. Have you ever tried it?
Mr. POLE. Yes; salaries have been considerably increased during

the last few years.
Mr. STRONG. But have you tried to keep men from going out into

private life, by increasing their salaries?
Mr. POLE. Oh, yes.
The CHAIRMAN. Will you yield to me a moment?
Mr. STRONG. Yes.
The CHAIRMAN. I will say that in my conversation with some of

these splendid men that I happen to know, I have observed a spirit
of loyalty to duty, a spirit of craftsmanship, so to speak, where
many of these men stay as national-bank examiners because of the
pride they have in their work and because of a realization of the
importance of it, and that they were rendering a real service, and it
is my belief that they would stay in the positions at a lower salary
oftentimes than what banks would pay them, because of their pride
in their work. They realize the high quality of their work.

It is my observation that you would not have to meet the high
salaries paid by banks in that respect, if a moderate salary were
paid these men doing this important work.
Mr. FORT. Is not that true through all the technical branches of

the Government service?
The CHAIRMAN. I think it is true, especially in the Department of

Agriculture. It is true undoubtedly all through the Government
service, that men do not have to be attracted by the salaries they
receive in the Government, and many of them are doing their work
at particularly small salaries. I know several men in the Agricul-
tural Department who could go out in general work and draw $25,000
a year, who are now drawing $5,000 a year or less in the department.
I think there are many of those men under Mr. Pole who feel the

same way about it.
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Mr. STRONG. The point I was trying to bring out was this: These
bank examiners are the guardians of the funds of the people. Their
examinations protect the people who have the deposits in the banks—
a tremendous fund and a tremendous trust—and yet you say that,
when a man gets very proficient, some private bank takes him away
from you and yet you say that the banks themselves that eventually
pay the larger salaries to your examiners to get them away from you,
are under obligation to pay the cost of the examinations, and, neces-
sarily, would have to pay the larger salaries you might have paid
them to keep them in the service. Therefore, why would it not he
the proper policy for you to pay salaries sufficient to hold these men,
especially when they go out into private life, they go to the same
banks or other banks, which are assessed for the expense of these
examinations. Why not pay salaries sufficient to retain these men
in the service?
Mr. POLE. There is a consideration there that requires sonic

thought. The banks, under the law, are assessed in accordance with
their total resources. In the case of large banks, of course, they can
easily pay whatever the costs may be. In the case of small banks,
the present examination fee, is quite an amount for a small bank to
pa

r. STRONG. Don't you think they should pay it in order to give
the public protection?
Mr. POLE. The earnings of small banks are so limited that any

increased expense would have to be taken into consideration as
involving an additional burden.
Mr. FORT. As a matter of fact, the Government only allows a salary

of $9,000 to the Assistant Secretary of the Treasury, who is over the
comptroller, who is over the examiners. You can not start by raising
any one point without first rehabilitating the Government service
and raising the officers still higher.
Mr. STRONG. If he has power to assess banks to pay for examina-

tions, lie can pay sufficient salaries to keep efficient and experienced
examiners. Their services to the public is very, very great and they
have a very great responsibility.
Mr. Poi.. There are a great many practical difficulties. In a

general increase of salaries of examiners, for the purpose of making.
their positions more attractive, so that the examiners will stay in the
service, the increase would have to be general, and, in order to save
for the service, perhaps, six men, you would have to increase the
salaries proportionately of perhaps 12 or 15 or 20 men.
Mr. STRONG. Why would you have to do that?
Mr. POLE. Because you have to make the scale generally uniform.
Mr. STRONG. Is there any law that requires that?
Mr. POLE. No; but it is a matter of practice.
Mr. STRONG. But as a matter of good business—you do it in

business?
Mr. POLE. I think that would involve a great deal of dissatisfac-

tion if you should raise the salary of one man who has been in the
service three years, four or five thousand dollars a year, and do not
raise the salary of another man at all who has been in the service
perhaps the same time. The question would be that of efficiency—
Mr. STRONG. Certainly.
Mr. POLE. And that is very largely a matter of opinion.
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Mr. STRONG. It ought not to be a matter of opinion.
Mr. POLE. It is not an easy question to settle.
Mr. STRONG. It is exactly what you would do in private life. If

You have an efficient man who has been with you 3 years and an
inefficient man who has been with you 10 years, you would raise
the salary of the efficient man and put him in the position of trust.
Mr. POLE. We endeavor to do that.
Mr. STRONG. I think it would be a bad policy to say that you

have to raise all of them because you want to keep a few outstand-
ing men.
Mr. POLE. My feeling is that if you were to pick out 100 men

and raise their salaries to the point of .being able to compete with
commercial banks from which. they might have offers of perhaps
double what they are now getting—and which offers are frequently
made—it would cause a great deal of disturbance in the service.
I think your idea is perfectly sound, but I think it would have to
be worked up to the point you aim at gradually.
That is being done; salaries have been quite markedly increased

during the last few years.
Mr. STRONG. Who has charge of the regulation of the salaries—

yourself or the chief examiners?
Mr. POLE. Myself, with the recommendation, usually, of the chief

examiner who knows the man best.
Mr. STRONG. Naturally he would hesitate to advance some one or

two men over his fellows, but it seems to me that the interest of
the public in this matter is so very, very great, that it ought not to
be the policy to let good examiners and good men go out of the
service because of offers of large salaries by commercial banks, who
would have to pay their salaries if they were kept in the service.
What salaries are paid to chief examiners in the different districts?
Mr. POLE. I will furnish that information.
Mr. STRONG. You do not know?
Mr. POLE. Yes.
Mr. STRONG. Why not state them?
Mr. POLE. Mr. Reeves, of New York, gets $20,000 a year.
In District No. 1, the salary of the chief examiner is $13,000.
In District No. 3, it is $15,000.
In District No. 4, it is $10,000.
In District No. 5, it is $10,000.
In District No. 6, it is $12,000.
In District No. 7, it is $12,000.
In District No. 8, it is $15,000.
In District No. 9, it is $11,000.
In District No. 10, it is $15,000.
In District No. 11, it is $13,000.
In District No. 12, it is $15,000.
Mr. FORT. Will you let me ask the comptroller one question?
Mr. STRONG. Certainly.
Mr. FORT. What is the salary of the Comptroller of the Currency?
Mr. POLE. $12,000.
Mr. STRONG. Then, your chief examiners are paid considerably

more than yourself and other men in the Treasury Department and
in your own department?
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Mr. POLE. A great many of them are paid more than I am, Mr.
Congressman. I am not so well posted on the salaries of other
departments.
Mr. STRONG. Do the chief examiners examine banks themselves?
Mr. POLE. To make a complete physical examination of a bank,

I would say not often. They are invariably on hand wherever there
is a bad situation—they cooperate with the board in shaping policies
and remedying undesirable situations.
Mr. STRONG. What is the highest salary paid a bank examiner?
Mr. GOLDSBOROUGH. Mr. Strong, is it not your idea to prevent

these bank failures that exist in the unit system by providing a better
system of examination?
Mr. STRONG. Certainly. That is why I am asking these questions.

What is the highest salary paid to bank examiners outside of the chief
examiners?
Mr. POLE. My recollection is that the highest salary paid is $9,500.
Mr. STRONG. What excuse is there for paying $21,000 to a chief

examiner, considerably more than you receive, and only up to $9,500
to the man who stands between the banks and the people's interest?
Mr. POLE. It is $20,000 in New York.
Mr. STRONG. Well, $20,000.
Mr. POLE. The chief examiner in New York has a very responsible

position.
Mr. STRONG. What is it?
Mr. POLE. He is in contact with all the national banks in New

York. He consults with them on questions of policies and has super-
vision of the examinations of the entire second Federal reserve dis-
trict and must be a man of wide experience and possess qualifications
which fit him for that important position.
Mr. STRONG. Do you think he is in a more important position than

the Comptroller of the Currency, who has control of the whole
system?
Mr. POLE. Modesty prevents my answering that question.
Mr. STRONG. Also the Secretary of the Treasury, a Cabinet officer?

It seems to me the salaries in the comptroller's office, as far as the
examiners are concerned, could be revised in the interest of the
people.
The chief examiners are paid very high salaries while the examiners,

who stand between the banks and the depositors, are not being paid
enough.
Mr. FORT. That is the exact policy the gentleman urged a moment

ago—the policy the banks follow. The chief executive would get a
higher salary than the man out on the road in the work. You
suggested that we should pay salaries high enough to hold the men.
In outside employment, the executive in charge would be getting
a greater salary 
Mr. STRONG. But here is a figurehead that gets $20,000 and the

man who does the work gets $9,500 and less.
Mr. POLE. He is an executive and not a figurehead.
Mr. STRONG. But he does not do the work that protects the

people. He confers with the banks.
Mr. POLE. No; and I would not say that the president of the

United States Steel Corporation goes out and makes steel. He is
a very important executive nevertheless.
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Mr. STRONG. He is not in your department?
Mr. POLE. No.
Mr. FORT. I agree—
Mr. STRONG. I decline to yield, Mr. Chairman. I do not want to

get into an argument over that.
One of the principal reasons for your statement in favor of branch

banking—the setting up of branch banking systems—is that there
' have been so many failures in the last nine years.

Mr. POLE. That is the principal reason—to offer something that
Will remedy that situation.
Mr. STRONG. Why did you take the last nine years for an example?
Mr. POLE. Because the failures have been increasing in numbers

during the last nine years.
Mr. STRONG. Why not include nine years before that?

, Mr. POLE. I thought nine years was far enough to go back. The war
has been over for 9 years-10 years—and it seems to me that most
businesses have been reestablished on a normal basis, but banking
has lagged behind and instead of getting better in the rural commuru-
ties, is getting worse and worse while every other business is prospering.
Mr. STRONG. What percentage of failures are due to inefficient ex-

aminations, because you can not pay proper salaries?
Mr. POLE. Very few of them.
Mr. STRONG. Then, that is not the reason they fail?
Mr. POLE. No, sir; I would not say so.
Mr. STRONG. Will you put into the record, at this point, the num-

ber of bank failures prior to the nine years you have used in your
first statement?
Mr. POLE. The number?
Mr. STRONG. Yes.
Mr. POLE. I am already furnishing that for the record. Would you

like to have this reinserted?
Mr. STRONG. No; you need not encumber the record.
Mr. POLE. My information will cover the number of bank failures

for every year since 1904.
Mr. STRONG. Is it not a fact that the reason we have had so many

bank failures in agricultural States in the last nine years is really due
to the deflation that followed the war?
Mr. POLE. That has accentuated it.
Mr. STRONG. That has been principally the cause in the agricultural

States?
Mr. POLE. Very largely.
Mr. STRONG. Very largely the deflation of agriculture--
Mr. POLE. The deflation of agriculture has accentuated it.
Mr. STRONG. Very largely?
Mr. POLE. To a material extent.
Mr. STRONG. You know that during the war the Government

selected men to go out and urge agricultural States to produce more
food, do you not, and the result of that encouragement was that the
farmers extended their farming and credits, and then, when the war
came to an end they were in debt from an inflation of their farming;
they were in debt to the banks and those frozen credits that had been
held during all these years were the causes of these failures, were they
not?
Mr. POLE. To a considerable extent.
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Mr. STRONG. For instance, I know a great many banks that have
had to take over farms, because of loans that were extended during
and after the war. They could hold them in my State for but five
years when they are forced to sell them. The losses were such that
failures followed.
Now, do you think it is fair to urge a condition such as that as a

reason for putting out a branch bank system over the nation?
Mr. POLE. I think that a branch bank system extending to the rural

communities would be decidedly helpful.
Mr. STRONG. All right. Tell us how branch banking would have

handled the situation when deflation came after the war.
Mr. POLE. In one respect they would have been much more careful

in the manner in which loans were made.
Mr. STRONG. Why? Would they have had better information?
Mr. POLE. They would have had better judgment, probably.
MT. STRONG. Why would they?
Mr. POLE. Because they are men of wider banking experience.

They lend money more scientifically. They perhaps lend it less on
character and more on actual intrinsic values and are generally
more conservative.
Mr. STRONG. You think they would not have been patriotic

dui4ng the war and loaned money to help produce food?
Mr. POLE. I would not say that it is very patriotic to lend other

peoples money to irresponsible borrower.
Mr. STRONG. Nobody asked you that.
Mr. POLE. What did you ask me?
Mr. STRONG. Read the question.
(The reporter read the question.)
Mr. POLE. I take it that the banker lends other people's money

and if he does not lend it with judgment, he is not performing any
patriotic duty.
Mr. STRONG. Then your idea is that during the time the Govern-

ment was urging the farmers to increase their production and the
banks to lend them money, that the branch banks would not have
responded?
Mr. POLE. I could not uphold the position that the Government

would ask the banks to make improvident loans.
Mr. STRONG. Now, did I ask anything like that?
Mr. LETTS. I submit that the Comptroller is answering the ques-

tion.
Mr. STRONG. All right, let us have the question read and see if he is.
(The reporter read the question.)
Mr. STRONG. Now, read his answer and see what he said.
(The reporter read the answer.)
Mr. STRONG. Now, did I ask anything like that?
The CHAIRMAN. Referring to your statement that branch banks

would not lend on character as security, I am reminded that during
the Pujo investigation of the money trust, when Mr. J. P. Morgan
was on the stand, he made the statement that character loans were
regarded by him as good and sometimes the best security; that he
had loaned as high as a million dollars on a man's character. That is
quite in contrast with your statement.
Mr. POLE. Not at an. I can conceive of numerous instances where

men would lend on character, and I think character is perhaps the
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most important element in granting a loan, but it must be taken in
connection with other things and not solely character. A man's
ability to pay must also be taken into consideration.
Mr. STRONG. Now, the point 
Mr. POLE. A man of ever such good character might have his

ability to repay questioned.
Mr. STRONG. The point I am trying to bring out is not that the

banks made bad loans at the time they were made. During the
War the 4-minute men were asked to go into the picture shows and
make talks and were furnished data upon which they could present
the facts to people, and one of the things suggested was that the
farmers of the country should produce more food, not only to feed our
men in France, but also the Allies, and the bankers were urged to
support them. I made such speeches myself, in which I pointed out—
pardon me, if I am going to make this examination, I should like to
have the attention of the comptroller.
I was sent data for one speech myself in which I was asked to urge

the farmers to go to the banks and buy Liberty Bonds and pay only
10 per cent in cash and 90 in debt for the balance and go to the banks
myself personally and see that they did it and that was done. They
were also urged to produce more food, and if they needed money, to go
to the banks for it; and the banks were expected to make such loans.
The banks did not make bad loans. They made loans which wee

good at that time. Then deflation came. The value of land, horses
and cattle and sheep and everything went down and the loans were
poor.
Mr. GOLDSBOROUGH. Will the gentleman yield? What caused the

deflation? We have heard something about that in the committee.
Mr. STRONG. There is a difference about that. My opinion was the

inflation that was permitted after the war caused it.
The point I am trying to get at is this: What would these branch

bankers have done under those conditions? Would they have refused
to make the loans?
Mr. POLE. To answer this question as to what would have hap-

pened under a situation involving a state of facts which did not exist,
would be rather venturesome.
Mr. STRONG. Nobody has asked you anything of that kind. I

have stated facts and asked what would your branch banks have
done during the war; would they have made these loans that after-
wards became bad?
Mr. POLE. I think such branch bank systems as existed during the

war did make them.
Mr. STRONG. Did make them?
Mr. POLE. Yes.
Mr. STRONG. And did not have any losses?
Mr. POLE. Yes; they suffered losses, but we are operating now

10 or 12 years after the time you are speaking of.
Mr. STRONG. The deflation came in 1920 and 1921. I am asking

these questions now, 10 years after that. Those frozen loans have
carried over?
Mr. POLE. And the bank failures 10 years after the war are in-

creasing in number.
Mr. STRONG. But the frozen loans—the examiners in the State

bank departments and in your own department are urging. the closing
up of those frozen loans, and that is what is causing the failures now.

ilL 
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Mr. POLE. It is an interesting fact that there are numerous
instances where banks in the same town, side by side, have operated
over a long period of years, before the war and since the war, and that
some banks have succeeded and others have failed, with the same
conditions to contend with, same localities—a question largely of
management.
Mr. STRONG. That is your opinion, but I know banks where there

were two banks in the same town, both of whom took over about the
same number of farms. One bank happened to be in position to
induce someone to buy those farms. The other bank was not in that
position and could not find anyone to buy them and it had to close.
It was not a matter of judgment. They both loaned the same
amount of money practically on the same security.
The point I want to bring home to this committee is that the

increase in the losses of banks in the agricultural country is because
of the deflation since the war and it is not fair to assume that your
branch banking system would have remedied it unless it refused to
make the loans.
Mr. POLE. I think that a system of branch banking, if it had been

in effect in those days, would have managed its business in such a
way that had these losses occurred, it would have been large enough
and strong enough to have been able to absorb them, whereas the
small bank is on such a narrow earning basis that if an unusual loss is
sustained it can not stand it.
Mr. STRONG. Do you think if the owners of these branch banks hi

the rural communities found they would have these large losses they
would have put up the money and taken the losses?
Mr. POLE. I do not think so—or the unit banks either.
Mr. STRONG. Is it not one argument in favor of branch banking

that the parent banks, buying the branch bank, will retain the local
management that understands the people in the community and
their credits?
Mr. POLE. That is often the practice.
Mr. STRONG. Then, you would have had the same men at the heads

of the banks if you had had branch banking?
Mr. POLE. You would have had the same man, but the policies of

that branch would have been directed by experts at the head office.
Mr. STRONG. Well, the experts would not have known what value

the securities had; they would have had to depend on the local
management.
Mr. POLE. To some extent.
Mr. STRONG. Certainly.
Mr. LETTS. But that would be a matter of applying a policy.
Mr. STRONG. The applying of the policy at that time would have

been to make the loan or not. At that time the security was good.
We had, after the war, a gentleman lay down on this table loans
from a western bank made to a sheep raiser. The sheep at the time
the loan was made were worth about $9.50, and he loaned $3.50,
and we had him lay down alongside that loan the account of what
those sheep sold for in Chicago after the transportation cost and com-
missions were paid and it was about 35 cents a head. No one could
have foretold a loss of that kind. Now, what would the branch bank
have done in that circumstance?
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Mr. POLE. If that loan had been made by a large branch bank, it
would have been able to have absorbed such losses, whereas had he
borrowed the money from a small bank, it might not have been able
to do so.
Mr. STRONG. That gentleman was here and he told us in executive

session that if that kind of testimony got out it would break 47 banks
with which he was connected in the Northwest. He was making a
plea that we use our influence to urge that the loans be not called.
I should like to put into the record the fact that 35 cattlemen from

Kansas came to this Capitol headed by Governor Stubbs, asking for
an arrangement to prevent the calling of cattle loans, and the Secre-
tary of Treasury helped to raise $100,000,000 to be deposited in
Chicago to relieve the situation, yet the loans at the time they were
made by the banks were considered good. It was simply the after-
math of the war and the deflation that caused the failures.
And such failures are not fair argument that our system of unit

banks is unsound and we ought to have a branch banking system?
Mr. FORT. As I understood the comptroller's argument as to the

greater soundness of branch banking, as he urges it—and the gentle-
man from Kansas knows I am not committed to it—it was that
branch banking would produce a greater diversification of loans,
because the same bank would be making both city and country loans
and could therefore stand losses in one line of business without
affecting its solvency. .
Mr. STRONG. That might apply to your country, but not to an

agricultural district, where all lousiness depends on agriculture.
Mr. FORT. Would it not apply to a Kansas City bank with branches

out in Kansas, with both types of loans?
Mr. STRONG. I am pointing out that the banks would not have

made the loans and in that way have embarrassed the country, or
they would have made them and suffered the same losses. Whether
they could have made them and met the losses, I do not know.
Mrs. PRATT. hit not true, Mr. Strong, that some of the losses which

some of the farmers sustained, were due more or less to speculation
on their part? Were they. not relying on the food prices that pre-
vailed during the war and instead of merely using the land they had
to produce food, did they not go out and buy more land with the pos-
sible presumption that they were going, thereby, to make more
money?
Mr. STRONG. That is undoubtedly true in individual cases.
Mrs. PRATT. They pyramided, so to speak, and the losses wore,

largely, speculative?
Mr. STRONG. Some were, no doubt. Up in Iowa I think they

indulged in that kind of speculation, but in general, in Kansas, they
did not. In my State they cultivated more land more intensively, and
went into debt to get the machinery with which to do it.
Mr. LETTS. I admit there was more or less of that in Iowa, but

it was done with the concurrence of the banker in a great many
instances, and, as I stated for the record a few days ago, some of our
bankers not only put the second mortgages into their own little banks
but sometimes the thirds: They sometimes sent the first and the
only good one to some insurance company and oftentimes, as I
stated before, it was found that the first and the second mortgages
did not supply enough money to buy an additional piece of land,
and it became necessary to have a purchaser take out some additional
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insurance upon which the banker was getting a commission. Alto-
gether it was not only a spirit of speculation which existed in the
farmer, but one which existed in the banker as well.
Mr. STRONG. Certainly.
Mr. LETTS. In a great many instances.
Mr. SEIBERLING. You do not mean to say that the depreciation in

farm lands on account of the deflation after the war, was any greater
than the depreciation in industry?
Mr. STRONG. The deflation in agricultural, products was greater.
Mr. SEIBERLING. I do not think so.
Mr. STRONG. Two million farmers lost their farms, but a great

many more lost their entire working capital.
Mr. SEIBERLING. In our cities, within 30 days, the raw materials

and products on hand depreciated 50 per cent, more than $100,000,000,
in the plants in our community.
Mr. STRONG. I remember that we passed a bill before this com-

mittee, putting in the step rate interest plan and it was represented
that it was done to check the inflation in New York, but they did
not put it into effect in New York City—but in Kansas. I appreciate
the whole country was deflated, but agriculture suffered most because
they were left in debt, with the prices of their products below the
cost of production.
I know losses to occur from instances of that kind that the bankers

could not have controlled; great financiers could not have controlled—
no one could control. A lot of money was lost in the stock market
recently. That can not be charged to the impotence and inability
of the men who lost the money.
I am holding that our bankers in our agricultural districts are not

incompetent to run banks. They are the same men who would be
used, under a branch banking system, to run the banks as managers.
These banks failed because of the effort during the war to increase
production and the deflation that followed, and it is not fair to make
that an argument for branch banking.
Mr. LETTS. May I add to what I said a moment ago, by making

further reference to the matter of deflation in the agricultural regions;
we had been accustomed, year after year, to have supplied all the
money necessary at harvest time to move the crops and to enable the
farmers to carry their young animals over the winter and fatten them
and send them into the market when they were prime and would
bring the highest prices and furnish the best products to the consum-
ing public. The year of the deflation, for some reason or other, from
some policy perhaps the loans were called; instead of supplying the
credit to which we were accustomed, the existing loans were called
and the farmers were required to gather up everything they had on
their farms and sell it M order to meet the demands, even to the point
of driving young animals—pigs, lambs and calves—off their farms so
that the year following they did not have the necessary animals on
their farms to go ahead in the normal way in the breeding and raising
of stock.
Mr. STRONG. And was it not the custom of those farmers to give a

mortgage on the farm to the bank in order to carry over those condi-
tions, and when they gave up the farms to the banks and the banks
became vested with the title, they were entitled, under the law, to
hold them only five years before disposing of them, and it was being
forced to dispose of a lot of those farms that broke the banks?
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Mr. LETT& I hope, out of these hearings will come some sort of
understanding that will develop a banking policy under which, at
no time in the future, can it ever happen that loans will be called at
harvest time, and when it will require men to dispose of their young
animals and deplete the farms and bring on ruin as it did a few years
ago.
Mr. STRONG. In regard to the monopoly of money and credits

that will ensue from a national branch-banking system, you are
Proposing in each of the 12 districts—I presume these are the Federal
reserve districts or like districts—I understand you call them trade
areas; you will set up 12 trade areas in the United States and confine
branch banking to each one of those areas.
Mr. POLE. That is not my suggestion.
Mr. STRONG. Well, what is it?
Mr. POLE. That branch banking should be extended to within the

trade area, but as to the extent of that trade area I have not
suggested, but have said that in the most extreme case it should not
be permitted to extend beyond the Federal reserve district lines.
Mr. STRONG. Who would grant that permission?
Mr. POLE. Congress.
Mr. STRONG. Then your idea is that in each one of the 12 trade

areas, as determined by Congress, should be set up a branch banking
system that should not be allowed to run out to another trade area.
Mr. POLE. There might be, in some instances, a Federal reserve

district consisting of a trade area. In other Federal reserve districts
the entire district may more than cover the situation and it might be
necessary to set up three or four areas.
Mr. STRONG. I thought you said you would confine it to 12 trade

areas.
Mr. POLE. I made no such suggestion as that.
Mr. STRONG. Who would determine whether they could extend

outside of the trade areas?
Mr. POLE. The law would cover the extent to which branch bank-

ing might be extended.
Mr. STRONG. What is the objection to extending them from one

trade area to another.
Mr. POLE. I should like to see the trade areas limited to the point

where each important center would develop its own branch system
and in an orderly manner without permitting any bank to cover the
entire country with branches, even if it were so disposed.
Mr. STRONG. Then you would only have branch banking groups

in each trade area?
Mr. POLE. Radiating from a central point.
Mr. STRONG. How would you prevent holding companies from get-

ting control of all these trade area branch banks?
Mr. POLE. The probabilities are that the holding companies would

disappear if they were given the greater advantage of being per-
mitted to operate branches instead of members of a group.
Mr. STRONG. You think it would have a greater advantage?
Mr. POLE. I think the operating advantage would be sufficient

Mr. STRONG. What do you mean by "greater advantage"?
Mr. l'oLE. I said "operating advantages."
Mr. STRONG. Yes. Well, what do you mean by that?
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Mr. POLE. Under the present system a unit bank has to keep an
entire board of directors and full set of officers.
Mr. STRONG. I am talking about the danger of group banking or a

holding company getting possession of all the trade areas and you
say that you hope to build up strong enough branch banks in each of
the trade areas, so that there would be no Incentive for that.
Mr. POLE. I do not quite understand your question. I think that

it was the suggestion there should be some regulation as to how far
groups should be permitted to consolidate or branch banking systems
should be permitted to consolidate.
MT. STRONG. Why?
Mr. POLE. So that their operations could be confined to their own

trade areas and not extend all over the country.
Mr. STRONG. What is the objection to extending all over the

country?
Mr. POLE. I do not think anybody is advocating nationwide

branch banking foi* the moment. It is looking entirely too far ahead.
Mr. STRONG. When we passed the McFadden bill, the Comptroller

of the Currency thought it would be sufficient to limit the branches
to the city in which the parent bank was located. Now the Comp-
troller of the Currency says we should establish 12 trade areas.
Mr. POLE. You keep referring to 12 areas. I did not limit it to 12.

trade areas.
Mr. STRONG. Now you believe in extending the branch banking to•

cover the different trade areas?
Mr. POLE. Yes.
Mr. STRONG. Now, would not the same desirability of enlarging the

system apply if somebody would urge that it should be made nation-
wide branch banking?
Mr. POLE. I would not be in favor of that. It is on entirely too

large a scale and would present operating difficulties which I do not
know whether the supervising authorities would be in a position to
cope with.
Mr. STRONG. When we discussed the McFadden bill we had a great

deal to say about getting the nose of the camel under the tent as far
as branch banking was concerned and some of us thought it could
be limited, if it was an evil, and it was generally admitted that it
was an evil—be limited to the city in which the parent bank was lo-
cated. They said that the State banks in the larger centers were
putting .in branches, which embarrassed the national banks, but if
the national banks were permitted to have branches in the cities where
the parent banks are located, that would meet the situation. Now.
your suggestion is that we extend the range of branch banking to
trade areas and it seems to me that the same argument will eventually
lead us into favoring an extension of branch banking so that it will
be nation-wide. What would be the objection to nation-wide branch
banking?
Mr. POLE. If nation-wide branch banking were permitted by

Congress it might create a condition where large banks might estab-
lish branches all over the country without respect to the natural flow
of trade to any central community, in addition to which the operating
difficulties would be so great that the supervisory authorities will have
trouble in coping with it.
Mr. STRONG. You have no fear of a money and credit monopoly

if you had nation-wide branch banking?



BRANCH, CHAIN, AND GROUP BANKINGr Mr. POLE. I am so far from thinking that nation-wide branch
banking would ever be 'permitted, that I have not given a great deal
of thought to what might happen under such asystem. 

i 
_

Mr. STRONG. Would not that be one danger f we had nation-wide
branch banking?
Mr. POLE. I say I have not given a great deal of thought to such a

contingency as nation-wide branch banking. I do not think it will
happen for years to come. . .
Mr. STRONG. Chain banking is extending and becoming nation

Wide?
Mr. POLE. I am not advocating it.
Mr. STRONG. I thought you said a moment ago that as a step to

branch banking it might be advisable. .
. Mr. POLE. I said that group banks might have some character-
istics which are desirable as a step toward branch banking, but not
as an ultimate system.
Mr. STRONG. How do you regard chain banking?
Mr. POLE. I am not in favor of chain banking.
Mr. STRONG. You are only in favor of group banking as an ultimate

step toward branch banking?
Mr. POLE. I said it might possibly make the inauguration of

branch banking more orderly.
Mr. STRONG. When you cover a trade area with branches, would

there not be the tendency toward a monopoly in that trade area of
money and credits?
. Mr. POLE. I do not see why !here should be any greater monopoly
in a trade area than 

i 
there is in bankmg now. If branch banking

were permitted, the big banks n any metropolitan center would take
advantage of such an opportunity and would be just as much in
competition with each other as they .are to-day.
. Mr. STRONG. Do you think there is much competition in banking
In the northern part of California to-day?
Mr. POLE. Yes.
Mr. STRONG. You think there is much competition between the

independent banks and the Bank of Italy?
Mr. POLE. I think they are competitors; yes.

i 
Mr. STRONG. Has it not been the history of the Bank of Italy that

it has absorbed whatever bank t wented and forced that absorption?
Mr. POLE. There are numerous towns in California where the

Bank of Italy operates side by side with a unit bank.
Mr. STRONG. But they generally force the unit bank to sell out to

them if they want it?
Mr. POLE. I say there are plenty of instances where they operate

Bide by side and do not force them to sell out.
Mr. STRONG. They may have an agreement. Is it not a fact that

he Bank of Italy have forced banks to sell out to them in numerous
instances?
Mr. POLE. I am not informed of that.
Mr. STRONG. There have been instances of that right in Washing-

ton, have there not?
Mr. POLE. Not that I know of.
Mr. STRONG. Let me call your attention to the fact that a man by

the name of Savage, one of the old and experienced bankers, had
a bank at Columbia Road and Eighteenth Street, and one of the
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banks in Washington put in a branch within half a block of him, and
being unable to buy or force him out of business, purchased the land
at the back of his bank and announced they would build an immense
bank overtowering his bank and finally forced him to sell out against
his will. That is true, is it not?
Mr. POLE. I do not know about those facts.
The CHAIRMAN. Will you yield to MC?
MT. STRONG. Yes.
The CHAIRMAN. You spoke a moment ago to the effect that you

were not in favor of chain banking. Will you state your reasons why?
Mr. POLE. I have already defined a chain bank. The particular

danger is that if a member of a chain fails, it drags with it the entire
chain.
The CHAIRMAN. Under those circumstances, then, in view of that

statement, should we permit membership in the Federal reserve sys-
tem of chain banking, where it is operated by a bank in the Federal
reserve system?
Mr. POLE. That would be a matter, I think, Mr. Chairman, for the

Federal Reserve Board to cover, would it not?
The CHAIRMAN. Well, you are ex officio a member of the Federal

Reserve Board.
Mr. POLE. But I am not authorized to speak for the board.
The CHAIRMAN. You are in charge of examinations of all national

banks and many national banks are now owned and operated by
chains. These banks are being operated under your supervision and
you have already expressed the difficulties which you encounter in
the examination of these banks where they are intermingled with other
companies and control and you have said that you should have author-
ity to examine these affiliated companies. I think, under the cir-
cumstances, you are the proper one to answer that question.
Mr. POLE. Chain systems of banking are frequently composed of

both State and national banks. The national banks are, perforce,
members of the Federal reserve system and as to whether or not it
should be denied such affiliation because its stock is owned by an
individual or group of individuals, is a question which I would not
be prepared to answer now. The question would seem to involve,
possibly, the expulsion of a national bank from the system because
it was a member of a chain.
The CHAIRMAN. Well, if a national bank was violating methods in

its operation which tended to endanger the security and perhaps
cause the failure of that bank would you not as comptroller, feel
justified in taking drastic action?
Mr. POLE. I would not say chain banking is operating in any

sense illegally. The law permits it.
The CHAIRMAN. You just said its existence is a dangerous situation.
Mr. POLE. Did I say that?
The CHAIRMAN. The reason I am asking these questions is that

this question of chain banking has been considered in this country
for many years, and in some instances, it has succeeded, where it
was in strong hands, and in other instances, where it was in weak
hands, it has failed, and caused great suffering and disaster.
Mr. POLE. Yes.
The CHAIRMAN. There are a great number of chain banks ill*

operation to-day. It is very difficult to know whether they are
strong hands or in weak hands. I have no doubt there are some
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in the hands of people who are not as capable as they should be in
Operating such institutions. Exploitation may be taking place but
national banks are involved in those chains. I think it raises a very
serious question in regard to the future conduct of banking in the
United States, as to whether we are going to permit our national
banks to be tied up in chain banking and I would like to know your
frank opinion in regard to it.
Mr. POLE. Personally, I am not in favor of it.
The CHAIRMAN. Well, one way to prohibit it would be to deny the

national banks that are parts of chains the right to continue as mem-
bers of the Federal reserve system. Don't you think, if the continua-
tion of such a system endangers national banks, that drastic action
should be taken?
Mr. POLE. I should like to see some legislation which would pro-

hibit the operation of chain banks.
The CHAIRMAN. Do you know of any legislation that could be

enacted that would be more effective than to forbid them membership
in the Federal reserve system?
Mr. POLE. That, of course, would not prevent a chain of banks from

operating outside of the system.
The CHAIRMAN. But it would protect the national banking system.
Mr. POLE. Yes.
Mr. FORT. May I ask a question right following your line, Mr.

Chairman?
The CHAIRMAN. Yes.
Mr. FORT. Mr. Pole, don't you feel that if we recognize definite

abuses anywhere in the system we should proceed to correct them
even though that involved unscrambling some things that have
already happened?
Mr. POLE. I do.
Mr. FORT. And following up Mr. McFadden's question further,

have we not, in addition to the power of debarring from the Federal
reserve system, a still more potent weapon, the right to prohibit any
bank to clear checks that violate our theory of sound banking?
Mr. POLE. I imagine that would be possible.
Mr. STRONG. In view of the fact it is common knowledge that

wherever chain banking or group banking or branch banking is per-
mitted, it is spreading very rapidly, do you not believe that if your
System of establishing branch banking m trade areas is permitted,
that eventually, inside of those trade areas will be only one or perhaps
two groups of branch banks?
Mr. POLE. Legislation might be enacted to prohibit two free con-

solidations of banks, eliminating competition thereby.
Mr. STRONG. Then you believe it would be dangerous if but one or

two groups of branch banks were established in the country?
Mr. POLE. I am not in favor of a banking monopoly. I would like

to see a continuation of banking competition.
Mr. STRONG. How are you going to prevent it under your system?
Mr. POLE. My system?
Mr. STRONG. Under the system you propose, I mean.
Mr. POLE. I think that that might be taken into consideration by

Congress through legislation preventing consolidations of such groups.
100136-30—vor, 1, PT 2-9
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Mr. STRONG. Bt there would be no groups established until after
we created a trade area. For instance, in California, will we say we
will tear down the Bank of Italy's branch banks and reduce them.
Mr. POLE. I do not think the law would be retroactive.
Mr. STRONG. Do you think there could be any hope of building up

another group that could compete with the Bank of Italy?
Mr. POLE. There is more than one group that competes with the

Bank of Italy in California.
Mr. STRONG. I understand they had an understanding between

the group in Los Angeles and the group in San Francisco, under which
the Bank of Italy would take the northern part of the State and the
group in Los Angeles would take the southern part of the State, but
when I was out there some time ago, there was a great deal of excite-
ment when the Bank of Italy bought a bank in Los Angeles in alleged
violation of the agreement.
Mr. POLE. I know nothing of such an agreement, but outside of the

Los Angeles group there is a very strong competition out of San
Francisco itself.
Mr. STRONG. There are a few strong banks, of course.
Mr. POLE. I am talking about a single very important branch

banking system.
Mr. STRONG. How many branches have they?
Mr. POLE. They are in keen competition with the Bank of Italy,

as far as I am informed, with considerably more than 100 branches.
Mr. STRONG. Do they extend out into the rural districts?
Mr. POLE. Yes.
Mr. STRONG. Outside of the towns adjacent to San Francisco?
Mr. POLE. Yes.
Mr. STRONG. Then

' 
your idea is that there would be competition

between branch banks in the trade areas?
Mr. POLE. My idea is that I would see to it that there was compe-

tition by preventing too free consolidations of groups and large
banks having branches.
Mr. STRONG. If you think it necessary to give them the extent of

territory that a trade area would make, it would necessitate having
a very large number of branches?
Mr. POLE. That is true.
Mr. STRONG. All right, now. You mean you would say to one

branch banker, "You must have a branch in this town, but the other
branch bank group can not?"
Mr. POLE. Not at all.
Mr. STRONG. How would you prevent a final working out of a

monopoly?
Mr. POLE. I doubt, in the first place, whether that would be very

much to be feared, because I think that there would be sufficient
opportunity in the banking business for certainly more than one
bank and the chances are there would be sufficient opportunity for a
number of banks in a large town, as there is now and the mere fact
that the banks were given the privilege of branches would not
diminish the number of important units in metropolitan centers.
The CHAIRMAN. Suppose the First National Bank of New York

the Chase National Bank of New York and the National City Bank
ofiNew York should decide to merge or consolidate: Could that be
done without your permission?
L Mr. POLE. It could not.
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The CHAIRMAN. What would be your attitude, for instance, follow-
ing up that hypothetical situation, and the question Mr. Strong has
asked you, if, say, those three banks should want to consolidate?
Would you approve or disapprove?
Mr. POLE. I would not express any opinion on that now. When

We have a request for consolidation we look into all the facts and
circumstances and our decision is determined upon our findings.
Mrs. PRATT. May I just ask one question m connection with Mr.

Fort's questions?
The CHAIRMAN. Yes.
Mrs. PRATT. How can you debar a national bank from the Federal

reserve system just because it is a member of a chain banking group
if it complies with the regulations, because, of necessity, it is no
longer a national bank if it is not a member of the Federal reserve
System?
Mr. POLE. That is correct.
Mrs. PRATT. HOW WOLdd you proceed?
Mr. POLE. There is no way under the present law. A national

bank is, perforce, a member of the Federal reserve system.
Mrs. PRATT. You can not debar them unless you find something

wrong with the particular bank?
Mr. POLE. You could not even then, as long as it held its national

charter.
Mrs. PRATT. Unless it ceases to be a national bank 
Mr. POLE. It would remain a member of the Federal reserve sys-

tem. If it ceased to be a national, bank it would become a question
of whether or not it would be eligible or wish to come in as a State
member.
Mr. FORT. It could be done by an amendment of the law.
Mr. LErrs. How could you accomplish it?
Mrs. PRATT. You would have no jurisdiction over a chain bank

unless it be a member of the present Federal reserve system?
Mr. POLE. No.
Mrs. PRATT. And you can not differentiate between the national

banks?
Mr. POLE. No.
Mrs. PRATT. A national bank would cease to be a member of the

chain system if it is not a member of the Federal reserve system?
MT. POLE. Yes.
Mrs. PRATT. And that could not be changed without changing the

law?
Mr. POLE. No.
The CHAIRMAN. While it is 1 o'clock, the House has adjourned,

and I am informed by Mr. Strong that he can finish within a few
minutes. I think we had better let Mr. Strong proceed.
Mr. BUSBY. Before Mr. Strong proceeds, may I ask a question?
Mr. STRONG. Go ahead.
Mr. BUSBY. Do you know of any national banks whose stock is

held or a majority of whose stock is held or controlled by a holding
corporation?
Mr. POLE. Yes.
Mr. STRONG. As I understand it, your position would be that as

comptroller, you would seek to restrict branches in the trade areas
from forming a monopoly through competing with and forcing
independent banks to sell out to them?
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Mr. POLE. I do not know of any way in which a bank can be forced
to dispose of its stock. It would not require any legislation for that.
I can not conceive of any Comptroller of the Currency authorizing
the establishment of a branch in a town or a community where
independent banking was supplying all the banking needs of such a
community.
Mr. STRONG. Well, they allowed a branch bank to be placed on

Eighteenth Street within a few hundred feet of a bank that was satis-
factory to the people there.
Mr. POLE. Of course there is a lot of difference between what I

intended to convey to the committee when I spoke of branch banking
in the rural communities, and what you speak of, which is city branch
banking. In the city branches are more in the nature of a conven-
ience to the bank's clients and has no reference to the safety of a
small bank.
Mr. STRONG. That is true. Of course I am opposed to branch

banking because I fear a monopoly of money and credit. Especially
do I think such monopoly will work against the agricultural States,
and if permitted, I think it will finally dominate and control the
Government, just as the Second United States Bank did when it
forced a bill for the renewal of its charter through Congress by loaning
money to Members of Congress and to the newspapers, and would
have succeeded but for the veto by Andrew Jackson. I am afraid
of any monopoly built up by group or chain or branch banking.
I believe it would have more power than the Government.
Mr. POLE. Has there been a monopoly of banking in countries

where branch banking is in effect?
Mr. STRONG. I have been told that there is. I was in Canada

once when a gentleman, who was in the manufacturing business, told
me that they had forced his private bank out of existence through a
branch bank and then declined to extend credit to him. That was a
monopoly in that town; so much so that he sold his business. He
was forced not only to sell his interest in the bank, but his interest
in the manufacturing concern, because his competitor was interested
in the branch bank.
Mr. POLE. In a very large number of towns in Canada there are

not only two branch banks, but three and four competing keenly
with each other.
Mr. STRONG. That may be, but here we have unit banks and then

a branch banking group comes in and forces those unit banks out of
existence in order to get control of the banking in that community.
That was done in the building up of branch banks in California
by the Bank of Italy. I had a banker out there tell me he had a
bank that he operated a great many years and raised a boy and sent
him to school with the purpose of having him succeed him and there
came an offer to buy from the Bank of Italy and he refused. They
then said they would put a bank building alongside him and they
went so far as to buy a lot near him and still he refused. Then
one day some men walked in and said, "We have purchased the
accounts of your customers and we want the money right now."
Being unable to comply, he sold his bank. I can not say whether
that is true, but the man was vouched for by his friends as a thor-
oughly reliable man. I am pointing out a condition that might arise.
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How will you prevent a final monopoly of banking in trade areas
where you permit branch banking? Will the comptroller step in
and forbid that kind of business?
Mr. POLE. Why should there not be legislation on that point?
Mr. STRONG. Without legislation—
Mr. POLE. I think it would be extremely undesirable if any single

bank were permitted to monopolize the banking business of any
area or section of the country. I am perfectly in accord with your
idea.
Mr. STRONG. We had a law restricting the branch banking to

the city where the parent bank was located. Unable to violate that
law they started group banking systems and they are doing indirectly
what the law prevented their doing directly.
Mr. POLE. Not under the national law. They are being formed

under State laws.
Mr. STRONG. But you can not pass laws wbich will provide in

every case where a branch bank shall or shall not be established.
Mr. POLE. If you will leave that to the discretion of the comp-

troller, as far as I can speak for myself, there would be no monoply.
It might be, Mr. Stiong, that in givmg consideration to this question,
you might say that the discretion should be in the comptroller and
possible with some other officials, with the idea of carrying out a
national policy governing the consolidation of banks and preventing
monopoly in banking.
Mr. STRONG. From your testimony I am quite willing to believe

that if you were the comptroller you would try to prevent the
establishment of a monopoly in branch banking. I believe you would,
but how about the next comptroller?
Mr. POLE. He might have a different view?
Mr. STRONG. He might believe a monopoly would be the right

thing.
Mr. POLE. That is true.
Mr. STRONG. A comptroller, for instance, came before this com-

mittee several years ago and made a positive statement against
branch banking and yet you now come before us and favor it.
Mr. POLE. Yes.
Mr. STRONG. Suppose these trade areas would be established, in

which branch banking would be permitted, and they would
finally dominate the banking interests in that district—would
there be any use of the Federal reserve system after they so controlled?
Mr. POLE. Oh, there is no question in my mind but there will

always be use for the Federal reserve system.
Mr. STRONG. Would not they dominate and control the Federal

reserve bank in their trade areas?
Mr. POLE. Undoubtedly to an extent.
Mr. STRONG. Then, they would virtually, in fact, be the Federal

reserve system?
Mr. POLE. I am filing a brief, if you recall, on that very question,

as to the possibilities or probabilities of members of a chain being
able to elect directors of the Federal reserve bank of its district,
which will cover that.
Mr. STRONG. And there would be that possibility?
Mr. POLE. It might be theoretically possible, but, as a matter of

practice, quite unlikely that it would happen.
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Mr. SEIBERLING. The comptroller referred a few moments ago to
countries having branch banking. I wonder if you could tell us the
countries having nation-wide branch banking.
Mr. POLE. England and Canada are two of them.
Mr. STRONG. I believe I have no other questions. I will put into

the record at this point, as I have suggested to the chairman, the
statement of former Comptroller Dawes, made to this committee, In
opposition to branch banking.
(The statement referred to is as follows:)
You have invited me to express my views to your committee doubtless for

the reason that as Comptroller of the Currency I have general supervision over
the national banks. I wish to state clearly at the outset that the statements
which follow are made by me solely upon my responsibility as Comptroller of
the Currency. They are not intended in any way to represent the views of
the Federal Reserve Board of which I am a member ex officio.

With your permission I shall confine my discussion primarily to the subject
of branch banking—the outstanding problem in our banking system to-day.
On the side of the National Government this question is simultaneously before
the Federal Reserve Board and the comptroller; before the board in the matter
of the extension of branch banking by the State member banks in certain States,
and before the comptroller as a question of preserving the integrity of the
national banking system in those States. Since the national banks constitute
the backbone of the Federal reserve system, it becomes necessary therefore for
me as comptroller, in this discussion, to refer to the situation before the Federal
Reserve Board.
The organization of the Federal reserve system was possible because of the

power of the National Government to enforce the cooperation of the national
banks. At its inception it was primarily an instrumentality of coordination,
imposed upon the existing national system. At the present time, of the 31,000
banks in the United States 9,916 are members of the Federal reserve system,
and of the members of the Federal reserve system 8,292 are national banks.
The assets of the national banks as of June 30, 1923, were $21,511,766,000, as
compared with the assets of the State member banks amounting to $12,293,-
124,000.
The national bank act does not permit national banks to engage in the exercise

of general banking functions beyond the limits of the municipalities in which they
are located. They can not, therefore, enter the general field of branch banking.

These elementary facts are stated in order to bring out the obligation of the
Federal reserve system to the national banks, and the extent to which the Federal
reserve system is dependent upon the national banking system. Except for the
national banks the Federal reserve system could not have been organized, and
if a conditions is permitted to develop which should seriously and permanently
cripple the national banking system it would be a direct and possibly fatal blow
to the Federal reserve system.
The development of the American banking system has been an evolutionary

process, and the preeminent strength which it possesses in world finance at the
present time is in large measure due to the fact that it took its form in a gradual
and orderly way, meeting by practical adjustment conditions as they developed.
It is distinctly not an adaption of any foreign system nor is it a structure conceived
and built by any individual or group of individuals at a given time involving the
rigid enforcement of a ready-made theoretical plan. Under our system of bank-
ing, the most stable and most rapid economic development that the world has
ever seen has taken place.
From time to time efforts have been made to substitute for the old machinery

a system which might seem to be theoretically and technically more perfect.
The frontal attacks of the proponents of foreign banking systems have invariably
broken down without, in any substantial manner, permanently modifying or
affecting the general principles of American banking. The genius of the American
people for independence in matters of local self-government is thoroughly in-
grained and will never succumb in any clean-cut issue where the choice rests
between centralized control and personal and community independence.
At the present time no direct or open attack is being made on these traditional

principles. The danger which confronts our present banking system lies in an
insidious and gradual undermining influence which is not so much the outgrowth
of a conscious effort to introduce a new system as it is the result of a natural desire
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to secure temporary benefits for particular individuals and banking institutions
Without consideration being given as to the ultimate effects on the highly compli-
cated and efficient machinery of American finance and exchange. It is peculiarly
a time when these indefinite tendencies should be precipitated into their essential
elements.

If a new system and theory of banking is in progress it should be determined
Whether or not it is a desirable system, and if a desirable system it should be
encouraged, fostered and put into effect as rapidly as possible. If it is not a
desirable system that fact should be developed and steps should be taken now to
eradicate it before a condition has developed which would involve a great national
disturbance and injustice to individuals and communities.
The above remarks are intended to apply to the general subject of branch

banking. By branch banking I mean an association of banking houses operating
in one or more cities or towns but all under the discretionary control of the board
of directors of a parent bank and upon the capital of such parent bank.
'Unless the State member banks enter into branch banking there is, in my judg-

ment, no material divergence of interests between the State and national banks.
If, however, State member banks engage in unlimited branch banking it will mean
the eventual destruction of the national-banking system and the substitution for
it, and eventually for the Federal reserve system, of a privately owned and highly
centralized financial control of the banking machinery of the United States.

It is this belief which impels me to discuss at some length present tendencies
in branch banking, and if the interest of your committee is largely centered on
the status of nonmember banks it yi proper to say that these nonmember banks
are almost entirely independent unit banks and any substitution for the present
System would have as vital an effect on their future as it would have upon the
Member banks and on the old independent unit banking operations of the national-
banking system.
In support of the general contention that the principle of branch banking has

been carried to such an extent as to constitute a definite trend in certain localities
the following facts are submitted:

Branch banking is permitted with various modifications in the following 18
States: Arizona, California, Delaware, Georgia, Louisiana, Maine, Maryland,
Massachusetts, Michigan, Mississippi, New York, North Carolina, Ohio, Oregon,
Rhode Island, South Carolina, Tennessee, and Virginia.
The laws of some of these States restrict the establishment of branches to the

city or county of the location of the parent bank, while others permit branches
to be established in any part of the State. in California, for example, 82 of the
State banks are operating a total of about 475 branches. In that State, one bank
Operates 28 branches, one bank 19 branches, another about 71 branches in 48
different cities, another about 72 branches. Four banks in California operate a
total of 190 out of the 475 branch banks in the State. In the State of Massa-
chusetts, chiefly in the vicinity of Boston, State banks and trust companies are
operating several hundred branches. In the State of Michigan upward of 300
branches of State banks are in operation. In the city of Detroit 14 banks are
Operating about 200 branches and there are in Detroit only three national banks
left in operation. In the State of New York about 251 State banks are operating
branches. In the United States to-day it is reported that 517 State banking
institutions have in operation 1,675 branches.
The figures used above are not intended to be authoritative or complete, and

are used only for the purpose of illustration. They are, I believe, sufficient to
indicate that the issue has long since passed the theoretical stage and has reached
the status of a practical condition.

Granting that a State legislature may properly enact legislation permitting the
local State banks to engage in branch banking, the larger questions remain, first,
as to the effect of such legislation upon the national banks operating in such
States under the national bank act as administered by the Comptroller of the
Currency, and, second, the effect upon the Federal reserve system of admitting
to or retaining in membership such State banks engaged in branch banking.
In view of the facts stated above I may safely say that branch banking already

exists in the United States, and that it is distinctly a practical and not a theorei-
ical issue.
The discussion of branch banking seems naturally to divide itself into three

main questions:
First. Is a reserve system, either governmentally or privately controlled,

necessary?
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Second. Can the present Federal reserve system survive the imposition upen
it of large and powerful chains of branch banks which, in practice as well as in
theory, are privately owned and privately controlled reserve systems?

Third. Can a general system of branch banks exist simultaneously with a
system of independent unit banks?

If it should be concluded, in the consideration of these questions, that the
Federal reserve system is necessary and that it can not survive the strain upon it
of systems of branch banks, and that branch banks will mean the elimination of
independent banks, it will then, I believe, be a logical and necessary conclusion
that the issue is a clean-cut one as to whether the country prefers a system of
privately owned branch banks or a reserve system under Federal control.
As to the first question, namely, the necessity for a reserve system, it seems

hardly necessary, in view of the record of the existing organization, to enter into
any extended arguments, but it would, perhaps, be well to state some of the
basic considerations on account of which it was given its present form. The
principle of a central bank has been a controversial one for over a century. In
deference to the widespread and thoroughly American distrust of the centraliza-
tion involved in a single Government bank 12 banks were established in different
sections of the country in order to secure the closest possible contact with the
local member banks and a thorough understanding and adaptability to com-
munity conditions. Through the operations of the 12 individual units a proper
sympathy with an understanding of local conditions and needs is secured, while
at the same time, through the Federal Reserve Board, a liaison between the
districts is secured and the detachment necessary for a proper compromise be-
tween local interest and national policy. Through the Federal reserve system
the transfer of funds from points of surplus to points of deficit is accomplished
with the primary purpose of promoting the best interests of the whole country
and not with a view to enabling individuals or sections to reap a financial ad-
vantage at the expense of others. If it were assumed that the instrumentality
for the transfer of funds could be provided by a private reserve system, such as
a branch banking institution, it could hardly be fairly contended that the con-
trolling influence would be other than profit. Necessarily, in adjustments of
this kind the interests of a branch bank or individuals must be private profit
and not public welfare.
The whole Federal Reserve System bears a very striking analogy to the general

principles which underlie the American Government, being founded upon
system of checks and balances calculated to preserve local independence under
centralized and coordinating control: It would be so distinctly a step backward
and so manifestly a dangerous proceeding to destroy the regulated cooperation
of banking facilities that it seems to me entirely unnecessary to discuss further
the necessity for some sort of a reserve system, and the issue is, should it be done
by governmental coordination or private centralization?
The second point referred to, as to the ability of the Federal reserve banks

to survive the imposition upon the system of large privately controlled reserve
systems, is a practical one which at the present moment faces the Federal Reserve
Board. The question as to the duties and rights of the board to interfere in
the extension of a system which, in the opinion of many might contain the seeds
of a development which will mean the eventual destruction of the Federal
reserve system, is by no means a simple one, either legally or from the standpoint
of policy. The board, however, clearly has the moral and legal right to refuse
admission to the system of any institution which either because of its financial
condition or the method of its operation is unsound, and it has the same right
to deny the privileges of the Federal reserve system to a member bank under
similar conditions. It is reasonable to assume that a bank, for administrative
purposes, might safely control 10 branches; but the same bank under American
conditions might not, in safety to its depositors and general creditors, operate
a thousand branches. If the Federal reserve system takes a neutral position
on the general issue of branch banking and refuses to sanction the admission to
the system or request the withdrawal of banks which are operating more than
a safe number of branches, they will be faced continually with decisions of a
highly controversial nature and which are not susceptible of reduction to ele-
mental formula3. The local situation, the personal equation, the temporary
financial conditions, and a thousand and one conflicting influences will have to
be balanced and considered in every application for a branch. However wise
their decisions the board will, of necessity, frequently appear to be arbitrary
and improperly partisan. The publication of their reasons for action in particu-
lar cases would frequently be productive of injustice to the individual applicant
and disturbance to the financial community. If the reasons for decision in these
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'matters were not made public, in my opinion, the system would be subjected
to such attacks and insinuations as would eventually seriously impair its stand-
ing and be destructive of its dignity and influence. In order to avoid these
consequences the board has it in its power to adopt a general policy of clarification
and control.
The elementary considerations which I have stated above and purpose to

elaborate further seems to me to justify a decision on the part of the authorities
to limit definitely the extent to which member banks may indulge in the estab-
lishment of branch banks.
As a practical consideration, aside from the broader aspects of the case, it

Must be constantly borne in mind that the Federal reserve system can only be
successfully maintained if the administrative authorities have an adequate
knowledge of the conditions of the member banks. This necessitates examina-
tion, which, in the case of the national banks, is provided by the Comptroller of
the Currency. National banks can not enga ige n banking beyond the limits of
the city in which the insdtution is located. In the examination of State banks 
the Federal reserve system is compelled to rely on its own examiners and such
incidental and voluntary assistance as it can secure from the various State
officials.
The examination of an institution with branches and subsidiaries is a very

difficult one. The interdepartmental relationships vastly complicate it. It is
More difficult to examine 10 institutions of a given size which are associated
in a branch banking system than it would be to examine 10 independent institu-
tions, as all of the transactions between the different branches have to bCinvesti-
gated, and eliminations and adjustments made to produce a composite picture
and prevent the improper manipulation or shifting of assets. This can not be
done satisfactorily wtihout a simultaneous examination of parent band and each
one of the branches. This may be construed as an ex parte statement, but it
bears the weight not alone of my individual opinion but of the employees of the
comptroller's office who have been engaged in the examination of banks for many
years. Bank examination involves very much more than a mere scrutiny of
figures. Questions of moral character, of local reputation, of valuations of securi-
ties, of conformity to laws and rulings—these and many other elements enter into
a proper examination. In the case of the examination of a very large bank, say
With 75 to 100 branches, it would be impossible to mobilize a force of examiners
of the ability to make an intelligent analysis of the situation in each individual
community even if it is to be assumed that the character of the banker is not a

institution.
The 

in the condition of the 
The last stated considerations are incidental as compared with the more im-

portant one which involves the ability of the Federal reserve bank to meet the
mobilization demands of an association of institutions under the control of a
single interest having the power to concentrate the requirements of all of the sep-
arate institutions into one demand. This demand might be made practically
Without notice in a period of stress, on account of necessity or with a desire to
Produce a certain condition in the community which might be opposed to the
general interest but favorable to that of the particular institution. To say that
if a large proportion of the banking interests of a State are centralized in the hands
of five or six or a dozen branch banking institutions and that these institutions
will not combine, either as a result of direct conferences or agreement or of mu-
tuality of interests, is to ignore the fundamental basis of human action. If any
lessons are to be drawn from the development of large industrial enterprises in
the United States it is that the principle of centralization, when once inaugurated,
Will proceed, unless interfered with by governmental action, to a point of com-
plete concentration in an individual, or a group dominated by an individual.
Should a situation of this kind develop in any Federal reserve district the Federal
reserve bank would either be eliminated as a factor in the financial community or
be virtually under the control of such a group.
As to the question of whether or not it is possible for independent unit banking

isystems to exist and operate n conjunction with a branch banking system, very
definite conclusions may be drawn.  from the results of the operations of branch
banking systems in other countries.
Branch banking is in vogue in England, Scotland, Ireland, Canada, Australia,

New Zealand, France, and other parts of continental Europe. I understand it is
also in operation in the Latin-American countries. According to figures published
in the bulletin of the American Institute of Banking for July 1923, in 1842 there
were in England 429 banks and in 1922 only 20 banks, of these 20 banks, 5 con-
trolled practically all of the banking of the nation. There are about 7,900
branches in operation. In Scotland there are only about 9 banks with about
1,400 branches, and in Ireland about 9 banks with about 800 branches.
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In 1885 in Canada there were 41 independent banks. Under the operation
of branch banking, the number was reduced to 35 by the year 1905. I am
informed that in Canada to-day there are only 14 banks, operating about 5,000
branches. There are no independent unit banks in western Canada, in fact
none west of Winnipeg. Banking control through the branch system is concen-
trated in the cities of Montreal and Toronto.

It has been authoritatively stated that there are only 6 unit banks in New Zea-
land, and 20 in Australia. (See Statesman Yearbook for 1923.)

Experience in other countries definitely indicates that independent unit banks
do not exist parallel with branch banks. As indicating that this is not necessarily
due to conditions which exist abroad, but might not exist in the United States,
the following points are adduced, which to my mind, show that there are such
inherent antagonisms between the two systems that they could not, under any
circumstances long operate together in the same country.

Branch banking is, in its essence, monopolistic. The financial resources of a
number of communities are put under the control of a single group of individuals.
Funds liquidated in one community may be used to develop other communities
at the discretion of the officers of the central bank. The economic development,
therefore, of a given territory under the control of a branch would depend upon
the policy of the bank. The bank would have the power to retard or to encourage
the development of a given community or individual enterprise. In this connec-
tion it has been well said that if the sudden creation of great branch banking sys-
tems shall result in withdrawing funds from the support of rural communities
in order that they may be invested in self-liquidating commercial paper originating
elsewhere, then it will be true that sound abstract banking principles will have
been applied, but at a cost to the future development of the rural communities
that will far outweigh any advantages that may be gained.
In a system of independent unit banks, the bank which best serves the com-

munity is the bank which is most certain to live the longest and be the most
profitable to its stockholders. Since the type of man who starts a bank in a
small community is essentially constructive, his natural associations and sym-
pathies are with men of constructive type, and he extends the facilities of the
bank most liberally to them. His loans take into account as a first consideration
character and moral responsibility. He is naturally inclined to encourage young,
aggressive, and enterprising individuals who will, in the course of time, bring
business to the institution as he succeeds, and will develop commercial and
industrial enterprises and be a factor in the creation of corporate and private
undertakings, all of which will be feeders to the bank. As this type of individual
is usually not the possessor of high-class collateral at the beginning of his career,
the banker is dependent in a large measure on the character, of which he can only
be sure by personal contact and acquaintance.
The distinctive accomplishment of the banking system of the United States is

its contribution to enterprise and its stimulation of growth; its criterion is service.
The European standard is safety first, last, and all the time.

It can well be said that the rapid economic development of America has been
largely due to the policy of the pioneering unit banks which recognized this
principle of service. It is inconceivable that the representative of a nonresident
board of directors should be granted the authority and the discretion to make a
type of loan which is based on character, knowledge of local conditions, and
ultimate benefits to be realized by the community and by the banks. While it
requires a high order of ability to make this class of loan, the banking history
of the United States would show, in the main, a surprisingly small mortality.
These loans, however, on account of their small size in individual cases, and
difficulty of ascertaining their intrinsic value, do not afford a basis for discount
with other banks in case of stress, and no bank could exist if it were dependent
entirely upon them. If, across the street from the unit bank making this sort
of loan, were the agent of a great branch banking institution, this agent would
very quickly acquire the larger and from the narrow banking standpoint, the
desirable business of the town. This he could do by offering lower rates of interest
on loans and higher rates on deposits than local conditions would ordinarily
justify, which, in the nature of the case would probably be withdrawn as soon
as the independent unit banks of the town were finally eliminated. This is a
process which has been pursued in the evolution of our great industrial enter-
prises which have had to be curbed by the action of the Sherman antitrust law
and other governmental action.
The opportunities for coercion on the part of large institutions with branches

scattered over a whole State are very great. This coercion might take any one
of a number of forms. The connection of the branch banks with out-of-town
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customers of the institutions of a community permits of pressure being readily
brought.
Under the Federal reserve system, and through his relations with his cor-

respondents, the competent unit banker is able to secure for the larger customers
of his town facilities which are beyond the abilities of his own institution to
grant. The branch banker can, in the case of every large customers, grant these
facilities more directly and to that extent is rendering a special service to the
community, but the ultimate result of these influences is to give the easiest
obtainable and most desirable business to the branch bank, leaving the unit
bank to take care of the enterprises of the town which have not already reached
a condition of independence.
The expression has been used as applied to .one State where branch banking

exists on a large scale that the branch banks skim the cream and the unit banks
are left with the skimmed milk, the result being that the unit banks have gone
out of existence and the borrower who is a good moral risk but can not produce
a certain form of collateral is left to depend on the good graces of a representative
of a branch bank who is frequently the possessor of all the discretionary powers
of the local railroad agent and no more.
One of the monopolistic influences exerted by the branch banker is the ability

to secure, by the payment of higher salaries, the transfer to other points of the
efficient employees of the unit banks. A general procedure in the creation of
branch banking systems in one of our American States has been the absorption
of local unit institutions. During the first few years the operations of these
local unit institutions have, in many cases, been successful because the enter-
prising and pioneering talent that created the bank is still retained in an official
capacity, but men of this type will not long consent to hold positions which are,
in their essence, merely advisory and there 

. 
soon substituted therefore the type

of employee who must be bound by rigid instructions and is capable of inter-
preting them in only a mechanical way. In case of an acute financial disturbance.
demanding immediate action it necessary for the representative of the branch
bank to refer back to the head office for instructions as to his course of action,
and a delay is occasioned by red tape which frequently makes it impossible for
them to help in an emergency, even when they have the desire.
The relations of the national bank to operations in branch banking have been

the subject of a very widespread misunderstanding. In order that the situation
might be clarified and defined, the. present comptroller requested an opinion of
the Attorney General which has Just been handed down. A previous opinion
given by Attorney General Wickersham was to the general effect that a national
bank might not de novo establish a branch bank. The present opinion from

ithe Attorney General makes t clear that none of the major or important inci-
dental functions of a national bank may nk may be exercised beyond the limits of the
city in which the parent institution s located. This opinion also indicates that
certain functions of a national bank, incident to the banking business, may be
be carried on at fixed points within the city limits and outside of the four walls of
the banking house. This opinion is not inconsistent with that of Attorney
General Wickersham, and the practical application which will be made of it
Will be that certain national banks will be permitted to establish what are
virtually tellers' windows in places more or less removed from the banks, but in
the city limits, where they may take deposits and cash checks. The discretion-
ary powers which are inherent in such transactions as making loans, purchasing
securities, and similar activities will not be permitted to be carried on in such 

institution.

It 
located at a distance from the parent 

It seems to me unnecessary at the present time to do more than make the
above reference to the legal situation. The. force of the opinion of the Attorney
General just handed down would as a practical matter remove the national banks
from the branch bank controversy since a national bank can not engage in the
banking business outside of the city limits of its location and inside of the city
limits it may under certain conditions perform only limited functions at a dis-
tance from the banking house.

I am of the opinion that the comptroller could not properly permit the estab-
lishment of these outside activities by a national bank, such as teller's windows,
in any locality where the State laws or practices prohibit the State banks from
rendering similar services..

Authorization to national banks to establish such additional offices will be of
great advantage in certain localities where the State banks are already extending
their services in this manner. In such cities as New York, Cleveland, Detroit,
and California, the national banks will be able to reach their customers in the
matter of making deposits and cashing checks in the same way that their coin-

1
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petitors do in this single important aspect of the banking business. At the present
time, in the city of Cleveland there are only three national banks, and in the
city of Detroit only three. This will enable the national banking system to really
eneter these two great cities, from which they have previously been excluded,
perhaps not on equal terms, but at least on a living basis.
It is my opinion that the major question of branch banking is not in any way

affected by this differentiation of the functions of the tellers' windows except to
mitigate the handicaps that at present exist in some great cities and that it can
not by any possibility be used for the extension of the principle of branch banking.
The banking arrangements of any individual city are distinctly a matter for
local determination. When the extension of branches passes the city lines and
becomes State wide a condition such as I have previously described is created,
under which the whole balance of the Federal reserve and unit banking system
of a large section of the country is disturbed and the fire will, in my opinion, very
quickly jump over State lines.

If the branch banking movement can not use the Federal reserve system as"an
instrumentality for its extension, it will probably never become a great menace,
and with the national banks extended a reasonable measure of facilities for self
protection within the limits of the municipalities in which they operate the
national banking system and the Federal reserve system can be maintained in
their present status.

First, that the development of branch banking, unless curbed, will ban the
destruction of the national banks, and thereby the destruction of the Federal
reserve system and the substitution of a privately controlled reserve system for_a
governmental system of coordination.
Second, that if the Federal Reserve Board has not the power to refuse the ad-

mission of institutions engaged in general branch banking, and to curb the further
extension of this principle by member baaaks, they should be given the power.

(Whereupon, at 1.45 o'clock p. m., the committee adjourned until
Tuesday, March 11, 1930, at 10.30 o'clock a. m.)

X
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BRANCH, CHAIN, AND GROUP BANKING

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Wednesday, March 12, 1930.
The committee met in the committee room, Capitol Building at

10.30 o'clock a. m., Hon. James G. Strong (acting chairman) presiding.
Mr. STRONG. The committee will come to order, please. The

chairman has left with me his list of names of members of the com-
mittee to be called in their order, but, before starting to call them,
I want to put into the record a letter handed me by Congressman Box
of Texas, written to him by one of his constituents on this subject.
Mr. BEEDY. About what?
Mr. STRONG. Branch, group, and chain banking—on this subject.
would like to have the clerk read it.
(The clerk thereupon read the letter referred to, at the conclusion

of which reading, the following occurred:)
Mr. BEEDY. Mr. Chairman, I was thinking, as the letter was

being read, that we are just starting in on these hearings. I, person-
ally, would like very much to show every courtesy to Congressman
fox, but I am wondering if it is not going to be rather dangerous
and lead to a great deal of misconception, if we start printing letters
indiscriminately in the record.
For instance, I think the use of the word "chain" in that letter is

not strictly correct.
Mr. STRONG. I think he refers to branch banking in Canada.
Mr. BEEDY. Exactly; and when he makes his references to the

Canadian banks, he is speaking about branch banking.
I do not think we ought to let these generalizations go into the

record when the party is not here to be questioned. He makes some
very sweeping assertions in his letter and on just what he bases them
the committee has no means of knowing. While I do not want to

,

take an arbitrary stand, I should like to know what the committee
thinks about it.
Mr. FORT. It also seems to me that here we are getting a very

strong statement from Mr. Pole, and it breaks the continuity, in
the record, of his testimony and of his questioning, to insert some-
thing like this into the middle of it.
Mrs. PRATT. Mr. Chairman, I want to say that I have received

innumerable letters along that line. The question of banking is
Particularly interesting to my district, but I agree with Mr. Beed7
....and with Mr. Fort that it is simply cluttering up the record to permit
Members of the House to bring in the letters they receive from con-
stituents 

/1r. BEEDY. And every letter introduced would prompt another
Congressman to bring in an opposing letter to match it.

233
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Mrs. PRATT. Would it not lead to the introduction of a tremendous
amount of .correspondence?
Mr. STRONG. Mr. Box handed it to me, stating that with the

man's experience, as given in the letter, and his visits to Canada,
he thought it would be helpful to the committee. He did not want
to come before the committee himself, but wanted to have the letter
placed in the record.
I have iiresented the request, and if you want to refuse it, all

right.
Mr. FORT. I do not think the statement should go into the record

without an opportunity to examine the witness.
Mr. STRONG. If the committee wants to bar this letter, all right.
Mr. SEIBERLING. It is difficult to discriminate among the letters.

For instance, I have a circular letter from some radio company
protesting against certain features of branch banking.
Mr. LETTS. Why would it not be a safe rule to permit members

of the committee to introduce such letters as they think important
and which come to them personally, and to bar others, unless the
action of the committee is to the contrary?
Mr. FORT. That does not open the door to any cross-examination

of the witness, as to his information. I think we are going to get
a lot of information that way, and. that we should have an oppor-
tunity to cross-examine those making the statements.
Mr. LETTS. You may have f! letter from some one in your district

that you think contains some important facts, and you, personally,
call tell us something about the man and about his experience.
Mr. FORT. I have a lot of them.
Mr. LETTS. SO I thought, in my suggestion, we ought not to bar

let ters offered by members of the committee.
Mr. GOLDSBOROUGII. Would it not bc.3 better to take the letters

and use them as the basis for cross examination?
Mr. STRONG. Whom would you cross examine?
Mr. GoLnsnoRouan. When you take a witness, you could say,

"I have received such-and-such a letter," and ask him about the
statements contained in that letter or letters, and then it would give
him a chance to answer.
Mr. FENN. It seems to me since these hearings have been so well

advertised throughout the country and a special rule adopted toward
them in the house, gentlemen interested in them should take the
opportunity and occasion to come here themselves. Personally, I
have no objection to the introduction of the letters, except from the
standpoint of encumbering the record.. You will get one letter one
way and another the other way. I think these ex parte statements
are of no particular value. They are of no value to me, and I think
the other members will take the same view.
Mr. GOLDSBOROUGH. If you have a letter

i
 that you think is perti-

nent, you can then ask the witness about t.
Mr. BEEDY. In order to get. the sense of the committee, and in

order not to seem to make this personal in its application to Mr.
Box's request, I move that the committee do not include in the record
any letters except those which are submitted by witnesses who are
testifying, in amplifying statements which the witnesses make before
the committee.
Mr. FENN. I second the motion.

L
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Mr. STRONG. I just want to call attention to the fact that it is the
habit of the chairman very often to introduce matters sent to him.
Mr. BEEDY. He can do it through witnesses.
Mr. GOLDSBOROUGH. That, then, includes the chairman?
Mr. BEEDY. Yes.
(The motion was carried.)

STATEMENT OF J. W. POLE—Resumed

Mr. STRONG. Mr. Luse is the next interrogator, but he is delayed,
and Mr. Fenn is the next.
Mr. SEIBERLING. Does this letter go out of the record?
Mr. STRONG. It is not included in the record. The chairman has

adopted the plan of going down the committee, according to the rank
of the members, giving them each another chance to cross-examine
M. Pole, and you are next, Mr. Fenn.
Mr. FENN. I have no other questions.
Mr. STRONG. Mr. Campbell is next. He is absent. Mr. Beedy

is next.
Mr. BEEDY. I do not care to question Mr. Pole.
Mr. STRONG. MY. Hooper is next.
Mr. HOOFER. I have not asked any questions yet, because I was

away when my turn came. I should like to ask one or two questions
that have been brought up or suggested by the letter that was read
here.

will say to Mr Pole that my attention has been called to a letter
which covers the banking situation in Canada. The Canadian system,
Mr. Pole, is a system of what sort of banking?
Mr. POLE. Branch banking.
Mr. HOOFER. The banking business in Canada is largely done by a

small number of large banking organizations, such as the Bank of
Montreal, the Bank of Nova Scotia, the Royal Dominion Bank of
Canada, and others of that kind—is not that true?
Mr. POLE. Yes, sir.
Mr. HOOFER. This is typical of branch banking? The banks

Which the Bank of Montreal controls out through the Dominion of
Canada are branches of that bank, are they not?
Mr. POLE. The question has to do with the branch banking system

as it is operated in Canada?
Mr. HOOPER. In the Dominion of Canada.
Mr. FENN. May I interrupt a moment?
Mr. HOOFER. Certainly.
Mr. FENN. The Canadian banks have not only branches through-

out Canada proper, but I know the Bank of Nova Scotia, the Bank of
Montreal, and the Royal Bank of Canada, and others have branchesin the West Indies, too.
Mr. POLE. Yes, and overseas.
Mr. FENN. The banks in general—
Mr. POLE. I had not quite finished my answer.
Mr. FENN. I wanted to point out how widely that system is operat-

r. POLE. Very widely. The branch banking system in Canada
differs very materially from the branch banking system which I
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suggested, the difference being that they cover the entire country.
My plan would be to develop a branch banking system within re-
stricted trade areas.
Mr. HOOPER. Your idea, Mr. Pole 
Mr. POLE. Instead of having 10 banks, as they have in Canada,

the probability is that we would have several hundred banks in this
country.
Mr. HOOPER. I was not trying to contrast the system in Canada

with that of the United States, but what I wanted to ask you was:
Bank failures are very rare m Canada, are they not?
Mr. POLE. Very rare.
Mr. HOOPER. And they have banks operated through the small

towns, through the rural regions of the Dominion, in much the same
way as in the United States?
Mr. POLE. Very much so.
Mr. HOOPER. You will find branches of the Bank of Montreal or

of the Bank of Nova Scotia in the small villages of 500 or 1,000 in
Canada, as you will find branch banks or State banks of similar size
in the United States?
Mr. POLE. Yes, sir; in competition with one another.
Mr. HOOPER. The reason why there has been a scarcity of failures

or a dearth of failures in the Canadian small towns, has been that the
large banks protect the institution if trouble comes to the branch—is
not that true?
Mr. POLE. Yes, sir.
Mr. HOOPER. And in Canada, at least, branch banking has worked

out very much to the advantage of the financial situation in that
country?
Mr. POLE. I am under that impression.
Mr. FENN. I do not think they have ever had any other system.
Mr. POLE. No, sir; not within recent years.
Mr. FENN. I suppose there is no other country in the world that

has the dual system that we have?
Mr. POLE. NO, sir.
Mr. FENN. I think you stated to Mr. Fort a few days ago that the

tendency in all the principal countries of the.world—England, France,
Germany, and other great European countries—is the same tendency
as in the United States; namely, the centralization of the banking
business in the capital, which is usually the metropolis of the country?
Mr. POLE. That is true, with the possible .exception of some little

difference with regard to the system which is in force in Germany.
They have a number of small independent banks in Germany in addi-
tion to the banks operating from the large centers, and the record of
failures of these small independent banks in Germany last year was an
imposing number.
Mr. HOOPER. They have a large number there?
Mr. POLE. Yes, sir.
Mr. HOOPER. And that was not true of the other--
Mr. POLE. Among the small banks.
Mr. HOOPER. One or two more questions.
In your preliminary statement you mentioned various reasons for

the lack of success of the small banks located in small places remote
from the larger centers?
Mr. POLE. Yes, sir.
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Mr. HOOPER. You spoke of the lack of diversification, for instance.
I assume that same lack of diversification would be found in Canadian
towns of small size?
Mr. POLE. Yes, sir.
Mr. HOOPER. In the West they would be lending money on wheat

or on wheat lands, and in the forest territory, where lumber is pro-
duced, that would be the principal item?
Mr. POLE. Yes, sir.
Mr. HOOPER. I suppose in Canada, as well as the United States,

there is not the general diversification in the banking loans in the
small towns as in the large centers, like Montreal and Toronto?
Mr. POLE. No.
Mr. HoorEn. What, then, would you say is the reason that the

Canadian bank system has proved more solid and sound in the way
of absence of failures than in the United States?

•Mr. POLE. I think their system is responsible for the absence of
'allures largely by reason of the fact that the metropolitan banks are
niore scientific in their management and are enabled to diversify and
absorb such losses as occur.
Mr. HoOPER. Is the banking system of Canada superior to the two

aYstems in the United States—do you think, generally speaking?
Mr. POLE. The results of the situation, with regard to the rural

districts, are far more satisfactory.
. Mr. HOOPER. Do you think that the bankers of the higher grade
la Canada are, generally speaking, abler men, in their line of business,
than in the United States?
Mr. POLE. I should be unable to answer that.

. Mr. HOOPER. What I was seeking to find out was the reason why,
a country with 8,000,000 of people, with less opportunity for

ueveloping genius along those lines, why the Canadian system, for
a long time, has really been more stable, as far as failures are con-
cerned, than our own, as it apparently is?
, Mr. POLE. I think an independent unit system, such as ours, is
'au able to care for a general situation than a branch banking system.
Mr. STRONG. Will you tell us, if you know, to what extent the

k4overnment controls these banks in Canada? What is the Govern-
Ment control over banks?
Mr. POLE. There is very little Government control. There is no

System of examination in Canada. Reports are filed with the com-
nlissioner of banking and are analyzed by him, in addition to which
the banks are examined by certified public accountants, which
accountants are approved by the banking department.
Mr. STRONG. Mr. Pole, you stated that you thought that, under

Your plan of branch banking in the United States, we would have
ally more hundred systems of branches than they do in Canada.

"ill you explain to me why you arrive at that conclusion?
Mr. POLE. My reason for that, Mr. Chairman, is that under my

Proposal, a system of branch banking would be developed from the
?netropolitan centers. Undoubtedly, if opportunities were given
banks in such centers of operating branch systems there is no reason
hY there should not be a very large number of important groups

wiveloped from each metropolitan center.
Mr. STRONG. Would not that be true in Canada?



238 BRANCH, CHAIN, AND GROUP BANKING

Mr. POLE. They have a nation-wide branch banking system there
My suggestion is that we have a regional branch banking system.
Mr. STRONG. Would that prevent a branch banking system froin

excluding others?
Mr. POLE. It would prevent them from operating nation-wide

It would not prevent the growth of a big branch system within fi

restricted area.
Mr. STRONG. Would not there be a likelihood of a monopoly

within the big area?
Mr. POLE. I think there would be bank competition throughoul

this country, and I see no reason why there should be a greatei
fear of monopoly beyond the metropolitan area than there is within
the cities now.
There is plenty of competition in the different cities. To extend

the areas would not make for lessened competition. I think it would
stimulate it. The opportunities for profit would be greater.

iMr. STRONG. Mr: Luce s here now, and we will ask him to proceed
with his cross-examination.
Mr. LUCE. Mr. Pole, it requires some ingenuity to think of som(

question that has not been asked you already.
Mr. POLE. I think you are right, Mr. Luce. I was afraid the coin.

mittee had overlooked the fact the committee might want to call
other witnesses than myself.
Mr. LUCE. We look to you as the main fount of information

I shall try not to cover ground already covered.
I wish to address myself to the broader principles at stake radio

than to details. Let me sketch hastily the background for m3
questions.
About 30 years ago the country got very much excited over monop•

oly from the formation of big business .institutions of one sort oi
another. It would seem as if every generation must go through a period
of excitement over the question of monopoly and, judging from th(
speeches in the Senate recently, we are entering another spasm of thal
sort and it would be of use, I think, to bring out whether the presenl
situation in banking will add any fuel to the flame.

First, let me say that the people got alarmed 30 years ago over thi
obnoxious features of monopolies, price cutting, rebates, the destruc.
tion of small competitors, and other processes that were supposed tc
be particularly exemplified in the Standard Oil Co. has it come tc
your observation that the extension of branch banking so far hal
produced evils of that sort?
Mr. POLE. A far as I know, Mr. Luce, the branch banking system(

which are in operation in this country. and abroad have been rathei
conducive to keener competition than is in existence in a great man3
parts of our country under the unit system of banking.
Mr. LUCE. You might well elaborate that, if you will, and show in

how that develops—through the placing of branches in the same pine(
by two banks, for example.
Mr. POLE. In very many places in Canada and in very many

places in England, in comparatively small places, there are as many
as two, three, and even four branches of large metropolitan banks
and they carry to those small commufuties the complete banking
service of those important metropolitan institutions, and I have neve]
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heard but what competition among the branch banking systems is
anything but extremely keen.
Mr. LUCE. In California, or elsewhere, have there been any in-

stances brought to your attention where a branch of a great bank has
tried, by any unfair methods, such as price cutting or what would
correspond to it in the banking world—where such tactics have been
adopted by a big bank in order to destroy a little bank?
Mr. POLE. I do not know that I can recall any instance of the kind.

In California, in every important town, there is, as far as I know, no
banking monopoly. The branch banking systems are operating in
keen competition with one another in many towns, in addition to the
unit banks.
Mr. LUCE. Now, turning to the question suggested by the develop-

ment in my own neighborhood, it has been observed that the striking
tendency in banking in New England is the entrance into the invest-
inent field. More and more our national banks are resorting to
investments for the use of their funds.
I am not prepared to admit that it is the function of Congress to go

beyond securing safety in the matter of banks, but even that factor
May enter into what I want to call to your attention. You are, of
course, aware of the growth of trust companies in New England.
They have larger opportunities for business and greater chance to go
into promoting. Of course, you are familiar with the fact that some
of our sizable trust companies failed as a result of going into the
investment business.

If it is the function of the Government to interfere in such emer-
gencies, is it your expectation that branch banking—that is, the con-
centration of banking into few groups—would increase or diminish
the likelihood of investment banking, assuming for the moment that
investment banking has its objections?
Mr. POLE. My belief is that the distribution of securities would be

a part of the bank's regular business much more than it is to-day and
that their importance as underwriters and distributors might be
developed even to the point that the bulk of the investment business
in this country might eventually be done by the large banks.
Mr. LUCE. We have hitherto conceived the purpose of commercial

banking to be what I might call the brief aid it gives to commerce and
industry rather than long-time investment of capital.
Are you quite sure that the present tendency is altogether admirable?
Mr. POLE. The attitude of the people of this country is changing

very rapidly with regard to investments. The business of banking is
alSO rapidly changing until to-day banks have become great institu-
tions, operating m every financial direction, and there have been
recently instances where 'banking corporations have underwritten and
distributed independently of New York, unusually large underwritings
and I think, under proper regulations, there) would be no reason to
anticipate any very great danger in the extension of such activitiv.
Mr. LUCE. Now, let me bring your attention to a particular phase

of the investment of moneys; that of the savings accounts of large
numbers of people and, on an average, a small amount from each.
, Anyone who has watched the progress of things in. our neighbor-
nood—I speak only from that information—I will not say views with
alarm, but views with much interest the entrance of commercial
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banking into the handling of the small savings of the people. In
Massachusetts we have thought such savings peculiarly deserving of
governmental protection. To illustrate, we went so far as to insist
that no savings bank and national bank should exist in the same room;
they should not exist in the same building unless there was a solid wall
without any opening between the two; the reason, of course being
that it was thought unwise to permit the commercial bank to have
resort to the small savings of the people.
There have been several disastrous failures, as the result of the

opportunity of national banks to invest the savings of the people.
Yet, to-day, I find in a national bank—and a very good bank, too;
not a great bank, but a successful bank, where I have a small deposit—
I find a wicket there for savings accounts, and I see here and there
advertisements of Christmas savings clubs, and pretty soon they will
have birthday savings clubs and wedding anniversary savings clubs—
and it is suggested that we may have to have baby clubs, too; in other
words, the national banks are making a drive all over the country to
take away the business of the savings banks; to get that money to
invest in commerce or in industry or in various business activities,
involving the investment of large amounts of capital.
We have very strictly confined the use of the people's savings—and

I always use the word 'people" with some fear of being suspected of
demagoguery. However, I know of no other way to characterize the
savings of millions of persons who desire, first of all, protection of
their money and, secondarily, a fair amount of interest.
By the way, I might say that I am constantly irritated in Wash-

ington by observing the announcement of national banks that will
pay as much as 3 per cent and sometimes 33 or even 4 per cent for
savings, when, in the savings banks of my own State, I think no bank
is paying less than 5 per cent, and I think some are still continuing to
pay 5)4 per cent. The magnanimity of the Washington banks amuses
me. [Laughter.]
Now, I am very much concerned about this proposal to concentrate,

in commercial institutions, without these safeguards in the matter of
investments, what has resulted from the thrift of many millions of
our people.
In Massachusetts we have also a requirement strictly limiting the

class of securities that the savings banks can buy and it is a common
thing to use that as an illustration of perfect safety. You will find
it in banking literature—the protection thrown around the savings
banks by the Massachusetts law. It is a standard that other States,

to some extent, try to reach. I fear not enough, as yet.
Is it your judgment that it is a wise thing—and of course I am

going somewhat beyond the instant problem before us, assuming we

are really making a study of the whole banking system of the coun-
try—do you think it is a wise thing, a prudent thing, to put savings

of the citizens of the country at the command of commercial institu-
tions, with the many dangers that accompany the lending of money
for commercial projects?
Mr. POLE. Congress has given national banks the right to accept

savings. The matter has been subject to a great deal of discussion

as to whether or not savings deposits should be invested in certain

characters of securities. In the case of national banks, I think the

law is unfortunate in that it permits banks to enter into a contract
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With its savings depositors, giving the bank the right to require 30 or
60 days' notice before withdrawal. Occasionally this has resulted in
a preference of the regular deipositors—the demand depositors—
because the clause has been put into effect. There is, of course, no
notice required with respect to demand depositors.
I personally have felt that if this 30 or 60 day clause is going to be

Maintained the savings investments should be segregated for the
Savings depositors, and those investments should be regulated. Under
such circumstances, I think, there would be no danger.
Mr. LUCE. At present there is nothing in the way of intermingling

of all the funds of a national bank, is there?
Mr. POLE. Nothing at all.
Mr. LUCE. I do not get clear in my mind what might be the effect

of the extension of branch banking upon this pvticular feature of the
Situation. Do you think it would conduce to greater or to less safety
for savings deposits, if we had branch banking, than if we had the unit
banking?
• Mr. POLE. I think it would be conducive to much greater safety
ni that a large part of the deposits, of rural districts are saving de-
Posits and the result, over the last 10 years, has been very disastrous
to savings depositors under our unit system of banking, under branch
banking as I have heretofore pointed out there would be few bank
failures, and consequently greater safety to the savings depositors.
Mr. LUCE. It would be quite practicable, under branch banking, to

require the segregation of the savings deposits?
Mr. POLE. I think it would, if Congress saw fit to do so.
Mr. LUCE. When the McFadden bill, so-called, was passed a few

Years ago, in view of this particular phase of the question, I was a
peat deal exercised about the permission given to banks to invest a
larger part of their money in real estate loans. My view, however,
did not prevail, and banks now have a much larger opportunity to
lend with real estate as the security.
Have you any knowledge as to how far that has been used? OfC011 rse in a most general way, has it resulted in a considerable increase

in real estate loans by the national banks?
Mr. POLE. Some banks have taken advantage of the liberality in

the law to extend their investments in real estate. There is, however,
another aspect of the matter and that is that banks acquire, in pro-
tection of debts, which have been previously contracted, perhaps as
niuch real estate as they invest in under the McFadden Act directly.
Mr. LUCE. That provision was the result of competition between

national banks and State banks or, what we, in our neighborhood,
Call trust companies. It was pointed out to us that a man who cameinto a national bank and could not get a loan, backed up by his prop-erty, would go across the street to his State bank, so that the nationalbank lost a customer, which brings me to a still broader aspect of this
Whole problem.
There is, in economics, the familiar law known as Gresham's law,

Pnder which the baser metal drives out the costlier metal. We havein this country, existing side by side, two systems—the national bank
eYstem and the State bank system. In many States State banks haveNuch more freedom of action than national banks. It seems to me,in hearing the arguments in this room for 10 years, that, perhaps
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quite unconsciously, a great war is going on—an economic war—
between the two systems, and that. the State banking system is the
baser instrument of the two.
Do you have any apprehension that no legislation we might be

able to pass will prevent the poorer system from driving out the better
system? In answering that, you might also comment upon what will
be the effect of the branch banking system on trust companies and
State banks of the country. Would it tend to lessen 
Mr. POLE. It would depend very largely upon the provisions of the

act. It would undoubtedly take a long time, under present conditions,
for the principles of the Gresham law to apply with complete effect.
On the other hand, I can not conceive of the national system driving
the State banks out of business, unless the provisions of the national
banking act were mad q so attractive as to invite them into the national
system.
Mr. LUCE. You would make it a matter of moral suasion rather

than compulsion?
Mr. POLE. By all means.
Mr. LUCE. Is it not a fact that in this great flood of bank failures

that we have had in the last 10 years, the State banking systems have
shown themselves greatly inferior to the national banking systems?
Mr. POLE. Over the country as a whole; yes.
Mr. LUCE. And if we were to assume that it is our function to

protect, as far as possible, the depositors, particularly those who make
savings deposits, is there any place where we can stop short of putting
the State banks out of business?
Mr. POLE. Under a branch system, as heretofore suggested, Mr.

Luce, I think that the particular attraction would be the element of
safety which appeals to the public at large, and if the general impres-
sion got out that the branches of a national bank were a safer place
to deposit money than in an independent State bank, I believe that
the State banks would naturally become less and less important in
that community and that the branch of the national bank would
become more important—from the standpoint of safety, if for no
other reason.
Mr. LUCE. That is all I have to ask.
Mr. STRONG. Mr. Beedy.
Mr. BEEDY. Inasmuch as you have passed me, may I ask now a

question suggested by Mr. Luce's questions?
Mr. STRONG. Certainly.
Mr. BEEDY. If it becomes desirable for a closer supervision of

banking by the Government, would the concentration of the banking
business in branch banking groups tend to increase or diminish the
efficiency of such Government supervision?
Mr. POLE. The system of supervision would have to he adapted

to the new system, which could be easily done.
Will you ask that question again, please?
Mr. BEEDY. If it becomes desirable for a closer supervision of

banking by the Government, would the concentration of the banking
business in branch banking groups tend to increase or diminish the
efficiency of such Government supervision?

L
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Mr. POLE. My idea would be to make the supervision of the banks
more efficient than it is to-day. I think it would be easier to do that
under branch banking, in that there would be fewer banks to examine.
Mr. BEEDY. Then, your answer is—

. Mr. POLE. And, by adapting a better method of examination than
is in force to-day, the advantage would all be in favor of branch
banking.
• Mr. BEEDY. Your answer is, then, that the concentration of bank-
1.ng business into branch banking groups would make it easier for
the Government to make a supervision of the banking business
Which would result in an added element of safety to the depositors?
, Mr. POLE. I think so, by reason of the fact that, under a branch
n.anking system, where large institutions would. develop, the ques-
tten.of policy would be given more consideration than under the
detailed examinations which are made of unit banks to-day.
It might be, even, that there would have to be a more or less con-

ttnuous examination going on. The Government would probably
,ave a much closer contact with the executive committees and with
tne directors of banks, so that it would have first-hand knowledge of
ant.change in banking policy, as applied to any particular institution.
Mr. BEEDY. That is all, Mr. Chairman.
Mr. STRONG. Mr. Goodwin.
Mr. GOODWIN. Do you have any record of any failures in the

Canadian banking system, as it has been operated?
Mr. POLE. Yes; there have been failures.
Mr. GOODWIN. Of the parent bank as well as of the branches?
Mr. POLE.1 Yes.
Mr. GoonwiN. Have these failures been of large proportions?
Mr. POLE. There have been no failures of recent years. My
Collection is that the last failure was, about 10 years ago, of the

'tome Bank of Canada.
Mr. GoonwiN. I think several days ago, in answer to my questionat that time, you stated that, in your opinion, supported by the

advice of your counsel, branch banking could be .pernutted under
tne national law in those States where branch banking, is by the law
01 those States now prohibited.
Mr. POLE. That was the advice of counsel.
Mr. GOODWIN. Is that advice in writing?
Mr. POLE. Yes, and will be supplied for the record.
Mr. GOODWIN. You also stated that, in your opinion, no national

Panic should be chartered with a capital of less than $100,000; that
1,8, it could not operate successfully and profitably with a capital of
Jess than $100,000. Did I understand you correctly?
Mr. POLE. I said that that had been recommended by several as

4,. remedy for the existing situation; that no bank should be estab-
ushed with a capital of less than $100,000. It was not my recom-
mendation.
Mr. Goonwix. If that should be adopted, would that apply to

°auks already chartered? Would they have to comply with the
same law as to capitalization?
Mr. POLE. I do not know what Congress could do in that direction.

I assume that that law would not be retroactive, if any such law
Were passed.
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Mr. GOODWIN. It would apply only to those banks which maY
be chartered in the future?
Mr. POLE. It is not my suggestion at all that banks should be

limited to $100,000. I have already expressed opposition to it.
Mr. GOODWIN. That is all, Mr. Chairman.
Mr. STRONG. Mr. Letts.
Mr. LETTS. Mr. Pole, when I questioned you before, it was largelY

with respect to the Bank of Italy and the Bancitaly Corporation and
the Transamerica Corporation. 1 have before me what purports th
be a reprint from a report recently compiled by the research depart-
ment of the Los Angeles stock exchange. Have you seen that report?
Mr. POLE. I have not, Mr. Letts.
Mr. LETTS. I have no way. of knowing whether the information

contained in it is authentic. It is stated here that the information and
figures are obtained from sources deemed reliable. It shows that the
Transamerica Corporation is a holding company, total capital invest-
ment, over $1,150,090,000; that its subsidiaries perform a wide variety
of functions, including banking in all its phases; insurance, real estate,
the financing of investments, brokerage business, securities, under-
writing, and many other things.
I find this statement:
The size of this combination is roughly indexed by the fact that its work is

not only nation-wide but world-wise; that its controlled subsidiaries operate 525
banking offices and numerous investment houses.

It contains a table showing the holdings of the Transamerica Cor-
poration, indicating that it holds 99.6 per cent of the stock of the
Bank of Italy, which is abanking concern; that it holds 99.93 of the
Bancitaly Co. of America, sureties, realty, and so forth, and
various other banking houses; the Bancitaly Mortgage Co., total
invested capital $1,983,817; owned 100 per cent by the Transamerica
Corporation; that it owns the California Joint Stock Land Bank,
capitalized at $1,399,050-100 per .cent; that it owns the Pacific
National Fire Insurance Co., capitalized.  at $3,000,000, by possessing
100 per cent of its stock; the Bancitaly Agricultural Credit Co.,
capitalized at $1,006,620; possessing .100 per cent of that stock; in
addition to that it has banking operations and investments operations
in Italy.
The information contained would indicate that within eleven

months after its organization, the Transamerica Corporation paid a
stock dividend of 150 per cent. Would the fact that this stock
dividend was paid in September, 1929, have any relation to the
contention which was made by Mr. Busby a few days ago, that the
Bank of Italy was bankrupt at the time its holdings were taken over
by the Transamerica Corporation—would it have any bearing on
that inquiry, would you say?. I think Mr. Busby showed some figures
which indicated a sharp decline in the value of the stock of the Bank
of Italy. Have you given any thought to that?
Mr. POLE. I have not seen the circular to which you refer. If you

are speaking of any evidence of the Bank of.ltaly being bankrupt, of
course we are very certain there is nothing .like that.
Mr. LETTS. I was wondering if there was incident to the taking over

of this stock by the Transamerica Corporation—
Mr. POLE. 1 have no official information as to the stock dividends

or any transactions in connection with the Transamerica Corporation.



BRANCH, CHAIN, AND GROUP BANKING 245

Mr. BUSBY. Mr. Letts, if you will permit, I will make a short
statement and give you what I said the other day.
Mr. LETTS. Yes.
Mr. BUSBY. It was this, that on June 5, 1928, the Bank of Italy

stock on the San Francisco Exchange had reached 293. On June 11
a drive was made by certain competitive banking interests on the
Bank of Italy standing, and before night on June 11 this stock, which
that morning opened at 286, had been driven down to 125. On the
11th of October following that, the Transamerica Corporation was
organized for the purpose of taking over all the stock, or as much
stock as it could get in hand, of the Bank of Italy, the Bancitaly
Corporation, and the other subsidiaries that you have alluded to in
the pamphlet you hold in your hand, and their stocks were taken over.
Now, the Transamerica Corporation stock was exchanged on the basis
of one and three-fourths shares of Transamerica stock for each Bank
of Italy share. The Bancitaly Corporation, which was an investment
and trust corporation owned by the Bank of Italy, stock was exchanged
for Transamerica Corporation stock share for share. At the present
time the Transamerica Corporation stock is quoted on the stock
exchanges of the country at 45. Now, one and three-fourths times

would be 78% that the Bank of Italy stock would sell for if it were
in existence against 293, where it stood when it started its skidding
Performance.
,My proposition was that that was a virtual failure of the institution
w with its 299 branches, a failure from the standpoint of its maintainingits financial integrity among the other business institutions of the
country.
That is all I desire to say now.
Mr. PORT. The gentleman has overlooked the fact that in between

there was a 150 per cent stock dividend, so that he has to take his 78
and multiply it by 2%, for each shareholder now has 2% shares for each
one he then had.
Mr. BUSBY. I intend to go into that later.
Mr. LETTS. That, of course, was the gist of my inquiry.
Mr. BEEDY. That would make the present worth of that stock 192

Plus.
Mr. BUSBY. Taking that phase of it, it has dropped at least 100,

13nd other banks in the same locality have not dropped so much.
Mr. BEEDY. How does that compare with the drop in other bank

stock in the recent crisis—National City, for instance, and some of the
strongest banks in the country?
Mr. BUSBY. National City Bank stock ran up so high that it split

Into $20 shares and so mystified the public that they did not know
What happened.
Mr. LETTS. I will pass that for the moment.
Mr. POLE. May I say this for the record, that I think it is only fair

to say that the fluctuations of the stock of the Bank of Italy or the
Transamerica Corporation have been a matter of comment, but the
Condition of the Bank of Italy has not changed in. any way and is
Lustas good now as it was before these fluctuations took place, and, as
I said the other day, it is a bank that has grown steadily during allof these stock transactions and ramifications from a very small bankto a bank of more than a billion dollars in resources.
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Mr. BUSBY. I would like to add one thing in reply to what Mr.
Fort said about the Bank of Italy stock, and that is that the friends
that I have who have Bank of Italy stock have not been let in on any
such bonanza as Mr. Fort pointed out. They do not know anything
about that share dividend, if it happened, and I very seriously doubt
that.
Mr. LETTS. This is a stock dividend of the Transamerica Corpora-

tion.
Mr. BUSBY. The holders of Bank of Italy stock are still in the lurch

which I described.
Mr. LETTS. I am only speaking of the Transamerica Corporation.
Mr. FORT. That was the price the gentleman used, the price of

Transamerica Corporation stock translated into Bank of Italy.
Mr. LETTS. I shall pass that for the time being. It is somewhat

iside from my general inquiry.
I note this statement with respect to the expansion policy of the

Transamerica Corporation:

This great combination is in a position to assure itself profits in many fields.
Its banks provide the funds necessary for any desirable deal; its own investment
houses underwrite stocks and bonds, which may be marketed and protected by
its wide-flung bond houses and securities companies; its banking and investment
houses can divert tremendous business to its insurance company; its banking
offices may act as agents for the farm loan and real estate mortgage companies;
its real estate companies can help to liquidate foreclosed real estate of other
departments; its stock trading and brokerage companies have tremendous sources
of information and almost ulimited financial support.

Now, I would like to inquire of the comptroller whether or not this
information is to his knowledge substantially correct?
Mr. POLE. I have no information with regard to the expansion pro-

gram of the Transamerica Corporation. It does not come under our
supervision, Mr. Letts.
Mr. LETTS. The particular thing that I am interested in, as per-

haps was noted from the trend of my questions the other day, is
ithat a very serious consideration exists n connection with this feat-

ure, that if we accept branch banking as the less of three evils, per-
haps—branch banking, chain banking, and group banking—are we
avoiding the pitfalls and the dangers that are incident to group
banking after all? Does not this report indicate that the Bank of
Italy with its 300 branches is controlled, after all, by a holding com-
pany through the medium of its board of directors that sits back of
the screen, subject to no supervision or regulation whatever as a
banking organization, and is there any way to safeguard the Nation
against such control of the banking interests and banking policies of
the country through the medium of one or more strong holding com-
panies if we go to the branch banking system as advocated in your
formal statement?
Mr. POLE. There should be some control of and some supervisory

power over holding corporations, and I suggested in my report to
Congress that that be given to the comptroller where the stock of the
national banks is, held in large part by such corporations.
Mr. LETTS. Well,, if seems quite clear that by simply going to

branch banking we are not avoiding the dangers that, are incident to
group control.
Mr. POLE. Of course, the Transamerica Corporation is one which is

engaged in the business of both group and branch banking. The par-
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tisular activity of the Bank of Italy is a branch banking operation.
as to whether Congress would want to legislate prohibiting the

entire capital stock, with the possible exception of directors qualifying
shares being held by such a corporation, that would be a matter that
I should think might have consideration. Under the present laws, of
course it can not be prohibited.
Mr. LETTS. Mr. Chairman, I would like at this point to insert in

the record the information which I find in this report. It is brief,
and the information will be of interest.
Mr. STRONG. If there is no objection, it is so ordered.
(The pamphlet referred to is reproduced below.)

TRANSAMERICA CORPORATION

LA rePrint from a report recently compiled by the Research Department of the Los Angeles Stock Exchange
Statements and figures herein while obtained from sources deemed reliable are not guaranteed]

INTRODUCTION

Transamerica Corporation is a holding company organized to coordinate the
"Iork of a number of financial institutions. Total capital investment is over
1,150,000,000. Its subsidiaries perform a wide variety of functions, including
oanking in all its phases, insurance, real estate sales, and financing, investment
,1, 1!1 brokerage service, securities underwriting, and many others. The size of

combination is roughly indexed by the fact that its work is not only nation-
Lide, but world-wide; that its controlled subsidiaries operate 525 banking
"".!,ees and numerous investment houses.
t It 18 difficult to visualize the extent of the Transamerica system, or to estimate
he amount of capital invested in it. The table set forth on the following page
Presents a general outline of the structure, omitting minor subsidiaries.

ki•° lngs of principal banking and auxiliary companies controlled or effectively
controlled through Transamerica Corporation

Company

Rank of Italy, N. T. At S. A--
ankitaly Co. of America 'fie Bank of America National
ssociation, N. Y.uencamerica-Blair Corporation

fiank of America of California- -

("°rPoration of America Oakland Batik 

1,4tnea d' America e d 'It al ia_ _araorproio (corporation) Bankit al tiortgage Co California Joint Stock Land

reelfic National Fire InsuranceCo.
fiankitaly Agricultural CreditCo.

Business
Total invested Shares

capital owned

Banking, 294 offices  8106,253, 731.00
Securities, realty, etc-  400, 000, 000. 00
Banking, 34 offices in New 74, 451, 204. 00
York.

Security underwriting, 31 of11- 53, 000,000. 00
COS.

Banking, 148 offices in call- 33,068,432.00
fornia.

Holding company for 8 banks._ 20, 000, 000.00
Banking, 12 offices in Cali- 6, 461, 752.00
fornia.

Banking (in Italy), 29 offices k
Investment business in Italy J
Dealers in mortgages 
Farm loans

Fire insurance 

23, 100, 000. 00
1, 983, 817. 00
1, 399, 0.50. 00

3, 000, 000. 00

Farm loans  1,006,820.00

DEVELOPMENT

—

Per cent

1, 991, 941
1, 29g, 125
705,501

705,501

778,292

778,292
14, 390

804, 112
10,000
9, 100

50,000

10,000

99.60
99. 93
49. 30

49. 3e

97. 29

97. 29
71.95

40. 20
100.00
100. 00

100.00

100. 00

Transamerica Corporation was organized in October, 1928, to bring under a
single ownership the Bank of Italy and Bancitaly Corporation, together with a
!lumber of smaller cooperative companies. From the resulting reorganizationthe present Bank of Italy, N. T. & S. A., and Bankitaly Company of America70lerged, as the two principal subsidiaries of Transamerica. Bankitaly Mortgageç0., Bankitaly Agricultural Credit Co., National Bankitaly Co., California Joint4Stock Land Bank, Pacific National Fire Insurance Co., and Commercial HoldingO. were the remaining original subsidiaries.
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The corporation's first year has witnessed a steady development. Thevfirst
major incident was the acquisition of control of the Bank of America National
Association, in March. A portion of it was exchanged for a stock interest in the
underwriting and investment banking firm of Blair & Co. Shortly thereafter the
investment arm of the Bank of America National Association was merged with
Blair & Co. to form the Bancamerica-Blair Corporation. The Bank of America
National Association and the Bancamerica-Blair Corporation are now owned
share-for-share by the same stockholders, and form one of the strongest links of
the Transamerica chain.

Control of the Bank of America of California was obtained in June, and The
Oakland Bank (Oakland, Calif.) and the Pacific National Bank (Los Angeles,
Calif.) have also been acquired this year. The nine Pacific National Bank offices
have been absorbed by the Bank of Italy, N. T. & S. A., and the Bank of America
of California.
The latest developments are new organizations. Bancamerica-Blair has

organized Interstate Equities Corporation to act as an investment trust, probably
to take a primary interest in Bancamerica-Blair underwritings, and had financed
it to a large extent privately. Intercoast Trading Co. has, on the other hand,
been financed one-third by Transamerica and two-thirds by Transamerica stock-
holders under rights. The Intercoast Trading Co. is operated to deal substan-
tially in stocks listed in Los Angeles and San Francis°, and should be a powerful
and profitable addition to the Transamerica group.

EARNINGS

Transamerica in 1928 reported earnings of $97,373,000 on the companies in
the original Transamerica group, equal to $11.12 per share on Transamerica'
8,747,594 shares then outstanding.

For the first half of 1929 Transamerica reported earnings on the companies in
the group of $49,185,173, equal to $5.47 per share on the average number

(8,988,631) of shares outstanding during the half-year. However, these earnings
do not include undistributed earnings of Bank of America National Association,
Bancamerica-Blair Corporation, Bank of America of California, Oakland Bank,
and certain other companies in the group in which Transamerica's holdings are
less than 99 per cent. It would appear that the $49,185,173 of earnings come
mainly from the original Transamerica companies.
The 150 per cent stock dividend which was recently paid has, of course,

increased the number of shares outstanding, and reduced the earnings per share.
In terms of the new stock the half-year's earnings per share become $2.14 on
22,996,725 shares now outstanding. The number of new shares to be outstanding
shortly will be 23,226,692.

DIVIDENDS

Transamerica has paid a quarterly dividend of $1 per share in cash since ita
organization, and in April and July of this year also paid 1 per cent in stock.
These payments were made on the old stock, prior to the 150 per cent stock
dividend. The number of outstanding shares was multiplied by two and one
half when the 150 per cent stock dividend was paid to stockholders of record
September 10, 1929. Dividends on the new stock will be at the annual rate a
$1.60 in cash and 4 per cent in stock dividends. This is the exact equivalent of
the dividend paid on the old stock.

YIELD

Based on the dividends of $1.60 per annum and 4 per cent per annum in stock,
Transamerica (new) yields the following as of the prices listed below:

Price: Per ceng

$50 ---------------------------------------------------------- 7. 20

$55 ---------------------------------------------------------- 6. 00,
$60 ---------------------------------------------------------- 6. 61
$65 ---------------------------------------------------------- 6. 46

EXPANSION POLICY

Transamerica has made a policy of expansion through the exchange of Trans-
america stock for those of the desired companies, and the ability of its manage-

ment is manifest in the steady progress and development of such subsidiaries.
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This great combination is in a position to assure itself profits in many fields.
416 hanks provide the funds necessary for any desirable deal; its own investment
1.1Ouses underwrite stocks and bonds, which may be marketed and protected by
lir wide-flung bond houses and securities companies; its banking and investment
09ses can divert tremendous business to its insurance company; its banking

ices may act as agents for the farm loan and real estate mortgage companies;
u43 real estate companies can help to liquidate foreclosed real estate of other
dePartments; its stock trading and brokerage companies have tremendous
Sources of information and almost ulimited financial support.
, Transamerica is now strongly entrenched in California and New York, has
tloPor.tant European branches, and through Bancamerica-Blair, National
Pankitaly Co., and America Investment Co. has an underwriting and investment
011piliesS which is nation-wide. Expansion in New York and California is still
going forward. Furthermore, there is talk of liberalizing the banking laws to
Permit national banks in every State to have branches, and such legislation
Would possibly result in Transamerica's embarking on a vigorous program of
bank expansion. Certainly there is no reason to believe that Transamerica's
exPansion program is complete, and the banking field is one which offers the
greatest opportunity to its diversified facilities.

While it is generally assumed that Transamerica Corporation is now acting as
a holding company exclusively, controlling only its known subsidiaries, many
Well-informed people believe that the Transamerica subsidiaries are acquiring the
litnek of prospective additions to the Transamerica chain.

ASSET VALUES

Transamerica's balance sheet of December 31, 1928, gave total cash and
investments of $1,093,449,250, equal to approximately $125 per share on 8,747,594
*hares outstanding. This would indicate a book value of $50 per share on the
'new stock.

MANAGEMENT

.t, While the Transomerica Corporation is generally conceded to be controlled by
"e group of financiers associated with A. P. Giannini in the original development

laf Bank of Italy and Bancitaly Corporation, the board of directors includes
t
i
rominent bankers and business men from practically all of the merged organiza-ons. The former moving spirits of the Bank of America, N. A., Blair & Co.,

and other merged companies have been taken into the Transamerica directorate,
lvhich now numbers 22 people. Experience in every phase of the widespread field
Covered by Transamerica is thus to be found on the board of directors.

Transamerica's 22,996,725 shares are owned by more than 135,000 stockholders,

Taking an average holding of approximately 170 shares. While there are, no
toubt, many large holdings of Transamerica, there are also many thousands who
flave bought a few shares as a permanent investment. Transamerica officials
nave announced that they hope to increase the number of stockholders to 500,000,
and a special effort is being made to sell the new shares recently authorized in
bznall amounts, preferably to individuals living outside of California. These
Policies are intended to develop a large sympathetic and geographically-scattered
group of stockholders, who will provide the nucleus for a growing clientele, and
Will help to mold a friendly public attitude toward the corporation.

DIRECTORS OF TRANSAMERICA CORPORATIoN

A. P. Giannini, president Transamerica Corporation, San Francisco, Calif.
A. J. Mount, president Bank of Italy, N. T. & S. A., San Francisco, Calif.
._James A. Bacigalupi, director Bank of Italy, N. T. & S. A., San Francisco, Calif.P. C. Hale, vice president Bankitaly Co. of America, San Francisco, Calif.
A. Pedrini, vice president Bankitaly Co. of America, San Francisco, Calif.

ahif 
L. M. Giannini, president Pacific National Fire Insurance Co., San Francisco,

. A. E. Sbarboro, vice president Pacific National Fire Insurance Co., San Fran-
else°, Calif.
W. E. Blauer, vice president Bankitaly Mortgage Co. and vice presidentA,alifornia Joint Stock Land Bank, San Francisco, Calif.
Dr. A. H. Giannini, chairman board of directors, The Bank of America, N. A.,

'levy York City.
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Edward C. Delafield, president The Bank of America, N. A., New York City.
J. E. Rovensky, vice president Bancamerica-Blair Corporation, New York

City.
Leon Bocqueraz, chairman board of directors, Bank of America of California,

San Francisco, Calif.
E. J. Nolan, president Bank of America of California, Los Angeles, Calif.
C. N. Hawkins, vice president Bankitaly Agricultural Credit Corporation,

Hollister, Calif.
W. H. Snyder, vice president Commercial Holding Co., New York City.
George A. Webster, vice president Commercial Holding Co., San Francisco,

Calif.
W. F. Morrish, vice president Corporation of America, San Francisco, Calif.
C. R. Bell, vice president Corporation of America, San Francisco, Calif.
Elisha Walker, president Bancamerica-Blair Corporation, New York City.
Harry Bronner, vice president Bancamerica-Blair Corporation, New York City.
Hunter S. Marston, vice president Bancamerica-Blair Corporation, New York

City.
W. W. Garthwaite, president The Oakland Bank, Oakland, Calif.

Mr. LETTS. There is just one other question, Mr. Comptroller.
Have you given any consideration to the tax question? Many of our
States are finding it necessary to reexamine their tax plans, and one
question that exists in the minds of many of the legislators is whether
or not the national banks are bearing their proper part of the taN
burden of the States.
Have you given any consideration to that problem?
Mr. POLE. Yes. The comptroller's office is on record as being in

favor of the existing section 5219. No recommendation was made
by me, so that the former recommendation that we do not advocate
any change in that stands. However, the matter is being given con-
sideration by the American Bankers' Association and is being investi-
gated very thoroughly, which may possibly enable us to offer some
suggestions at a later date.
Mr. LETTS. Under a branch system, the parent bank would place

in each state only such assets and banking facilities as were deemed
to be necessary to meet the conditions and to render the appropriate
service—is that not correct?
Mr. POLE. Yes.
Mr. LETTS. In relation to chain merchandising, we find that it i5

never possible to find enough in stock and wares on the shelves in
January, when the assessor makes his visit, to furnish any kind of a
proper tax basis. An individual merchant, a unit merchant, milY
have, we will say, $150,000 worth of stock on his shelves, and he is
assessed accordingly. A chain hardware store across the street frotu
him will have about $3,000 worth of stock on its shelves, and a requi-
sition sheet lying on the manager's desk, and when he sells a hoe or
a hatchet, he writes "hoe" or "hatchet" on his requisition sheet, and
sends that to Chicago or to some other center, and the stock is in that
way replenished, to the point that in many instances there chain
merchandising corporations are obviating the difficulties and the ex-
pense incident to storage by getting away from storage, by keeping
their merchandise in transit and using their railroad cars for their
storage purposes.

Will we have any corresponding difficulties in that regard if we go
to branch banking?
Mr. POLE. I do not know what amendments there might be in the

law with respect to such a contingency, Mr. Letts, but this I do know,
that whatever new methods of taxation must be adopted to cover such
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a situation, the branch bank would be far better able to meet that
expense than would the unit bank.
Mr. LETTS. I think that is all.
Mr. STRONG. Mr. Fort.
Mr. WING°. Judge Letts, his answer assumes that Congress by

legislation might affect that matter. There might be another ques-
tto.n that would arise that nothing but a Federal Court could deter-
mine, that it was beyond the power of Congress to grant that power.
Congress can not grant taxing power to the States at all. We might
say to the States that they can tax these banks as they please, that
we will make no restrictions, and yet the difficulty to which Judge
Letts points would be one that would still have to be met.
As an illustration, suppose that you had your parent bank in Mein-

Phis, Tenn. It is a foreign corporation so far as Arkansas is concerned,
and all the efforts of the Arkansas Legislature to enforce its taxation
might meet with the same situation that arose in the case that was
settled in the Supreme Court, in the Western Union case, under what
they called the Wing° Corporation Act that I was the author of in
the State senate.
So it is not so easy as you suggest, that Congress should simply

handle it.
Mr. POLE. It was not my idea that that would be necessarily an

ainendment by Congress, but it might be by .a change in the State laws
with regard to taxation, and I feel that section 5219 that, as far as we
are concerned, banking capital shall not be assessed at a greater rate
than other similarly invested capital, is for the time being satisfactory.
, Mr. WnsToo. I thought, however, that he was calling attention to
tne difficulties that might arise.. .
Mr. LETTS. My particular point is this, if I may make it plainer,

and if you will pardon me, Mr. Wingo, that there will be no invested
capital represented by the branch. The invested capital will be in
the parent institution.
Mr. POLE. Well, I would not be able to answer offhand on an

intricate question of taxation as to what modifications the State might
fincl necessary to make in such a contingency. 
Mr. LETTS. Well, of course, if there is no invested capital, that

can not be made the basis of taxation, and yet the States should have
some part of its tax burden borne by an institution which renders that
service and has that privilege within the community.
Mr. POLE. The States do not ordinarily overlook the opportunitieslor adjusting their taxing systems— .
Mr. LETTS. It is a very difficult question.
Mr. POLE. Extremely.
Mr. LETTS. In my State we have a tax commission that is making

a study of that matter and that has been looking into the matter for
a long time, and I think that in a great many States they are finding
that it is quite necessary that they reexamine their tax methods;
they must get on some kind of a new basis, because there have beenS o many new and novel situations arise in business and the manner
of handling property.
Mr. WINGO. Mr. Chairman, if I may right there, I still think that

the comptroller does not catch the point I am seeking to impress
uPon him, that it is not an easy matter, either for Congress or the
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States, to handle this question. We will take the illustration that I
used awhile ago. The parent bank is in Memphis, and it says that
Arkansas is in its trade territory. It will have, say, several small
branches like they have in these small villages on these plantations
across the river in Arkansas where they will have an office open two
or three days a week, and the Legislature of Arkansas, under the
decisions of the courts, can not arbitrarily say that they will assess
them on the basis of their capital, because the courts say that they
can not do that, that they have tried that once. The corporation
will take the position that it has a desk and so much furniture in
Arkansas, but the physical deposits are not there, that they are in
Memphis. Three days in the week there are some papers brought
there by the manager in his bag, and that is all that is there outside
of the furniture. It will take a more ingenious law or plan than
anyone in this room has worked out whereby that State can tax
other than the actual physical furniture in that branch.
That is the difficulty you are thinking of, Judge Letts, is it not?
Mr. LETTS. Precisely.
Mr. LUCE. May I interpose a statement there? For about thirty

years I have made my bread and butter out of a corporation that

does business both in Massachusetts and New York, and during that
time every year we have had to apportion the amount of capital

used in each of those two States, and it has not proved to be an
insurmountable proposition.
Mr. WINGO. For the corporation?
Mr. LUCE. For the corporation.
Mr. WINGO. I am familiar with that apportionment business, and

it is not satisfactory to the States. The corporation always to the

State, "Challenge our apportionment if you want to, and into the
courts we go," and they cite certain decisions of the courts to sup-
port them.
Mr. LETTS. Would it be as easy and as simple as you indicate,

Mr. Luce, if you had a parent organization in New York City, with
branches throughout the entire Nation?
Mr. LUCE. It makes no difference what the comparative size of

the corporation is. The proposition is not to tax the material assets

of the corporation, but we are asked to furnish figures from which

a computation may be made as to the relative proportionate use of
that capital in the two States.
Mr. LETTS. That was just a harmonious plan that was used to

take care of your situation, was it not?
Mr. LUCE. I am not sure about that.
Mr. LETTS. It was a harmonious plan of taxing companies in one

State and the other?
Mr. LUCE. Oh, no; my State holds that it has the right to tax the

capital used.
Mr. LETTS. I understand that, but how did you make this ap-

portionment?
Mr. LUCE. We do not make it. We furnish the figures and let

them make it. We give them the figures of our business.
Mr. LETTS. But who had authority to make that apportionment?

Mr. LUCE. The tax commissions oi the two States.
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Mr. LETTS. Well, it was by mutual and satisfactory agreement
that they were able to arrive at it, and there is nothing in the law of
either State that controlled the matter, as I understand it.
Mr. LUCE. The law of Massachusetts has a yardstick by which it

nleasures the amount of capital used in Massachusetts.
Mr. LETTS. But that would not be binding in my State.
Mr. LUCE. But, as a matter of fact, the thing works out withoutRny difficulty.
Mr. LETTS. By the harmonious action of the officials that are

Charged with the duty of levying the tax.
Mr. LUCE. Of course, it is possible that one State might claim that

a much larger proportion of the capital is used in its borders than
the other State would be able to admit.
Mr. LETTS. And would not the difficulties be multiplied in putting

'branches in 48 States?
Mr. LUCE. Well, I can only answer that as far as I know the thing

'lees not happen.
Mr. LETTS. You do not have difficulties?
Mr. LUCE. Not in my State of any appreciable consequence.
Mr. LETTS. A good many of the States now feel that there must be

sonle kind of a readjustment along those lines.
Mr. BEEDY. It think, for the purpose of the record, that it oughtto appear that there is no proposal before the committee at the present

tinie that would authorize the establishment of branches in 48 States.
At best, the only proposal that has been suggested is the limitation
of branches within the areas of 12 commercial districts, so that your
tquestion would simply go to the extent of the size of the branch-
°anking system.
Mr. LETTS. I take it that Congress might decide now to permit

°ranches within certain trade areas, and another Congress might
take another step at a later time, and it is quite conceivable that it
alight become nation-wide.
M. BEEDY. Oh, yes.
Mr. WING°. I do not want the comptroller put in the attitude of

saying on the record that the question of taxation would be an easy
°fle, which it is not. I suppose he recognizes that the taxation
Problem is a very difficult one, and, with the shifting conditions, it
oecomes a constant problem that has to be met. I assume that they
are handling it in some way in connection with the Bank of Italy,
and that as they extend branch banking they will work out a way,
!Ind the courts can be determined upon to protect the interests of
both the States and the banks; but I do not want it to appear to the
attorneys and directors of banks who may read this record that the
te°Mptroller who is making this recommendation to us that we have
60 Pass on treats the taxation problem as a light one.
, Mr. POLE. I intended to convey to you, Mr. Wingo, that I realized
that the taxation problem was a most intricate one, and I reiteratethat.
Mr. STRONG. Now, Mr. Fort.
Mr. FORT. Mr. Pole, on this tax problem, we now have a statute,

SS YOU pointed out awhile ago, by which the Federal Government
r,estricts and limits the powers of the State to tax national banks so.that the capital invested in national banks shall be treated the sameaS other capital in the State similarly employed.
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Mr. POLE. That is correct.
Mr. FORT. I assume that that act has been sustained in the courts?
Mr. POLE. I am sure it has.
Mr. FORT. If we have, then, the power to put on that type 01

limitation, we would also have the power, if we saw fit, would we not, ta
draw a statute providing—and I am just suggesting this, not having
thought through this particular matter—that each national bank
which had branches shall pay in each city or in each town where it
had branches a tax proportionate to the volume that the deposits from
that branch bear to its entire resources, or something of that sort?
Mr POLE. That would seem to be entirely reasonable.
Mr. FORT. In other words, we have the power, if we choose to usi

it, to establish a rule of taxation for national banks which will compel
them to pay taxes?
Mr. POLE. I feel sure that the States tax the national banks by

permission of Congress. That is my understanding.
Mr. FORT. And we could compel it as well as permit it? That iS

we could compel the bank to pay?
Mr. POLE. That would be my idea.
Mr. FORT. We have had a lot of discussion here about the Bank ot

Italy. I do not hold any brief for their system of banking or of hold,
ing companies, but, as a matter of fair consideration of this whole
question, substantially. the same thing that is happening in the Bank ol
Italy group is happening in other banking groups in this country, ie
it not?
Mr. POLE. The same methods of transacting business and the sarn€

developments along the line of branches is going on with respect to
other banks.
Mr. FORT. And the same development in the line of affiliated

organizations of one type or another?
Mr. POLE. In a greater or less degree.
Mr. FORT. For example, the Chase National Bank in New York

today has the American Express Co. as a part of itself, has it not?
Mr. POLE. I believe that is true through the Chase Securities

Co.
Mr. FORT. As a result, today, in effect, the Chase National Bank jE

operating branch banking of a type throughout all of the cities of an)
importance in the United States and Europe, is it not?
Mr. POLE. It is operating a branch system directly in the city oi

New York and, through its Securities Co., I think over the country
in the manner suggested by you.
Mr. FORT. All of the business of the American Express Co. is

banking business of a type, is it not? I do not mean that they all
necessarily depositary banks, but they do a banking business, do theY
not, in exchange, in the issuance of letters of credit, and in the issuanci
of traveler's checks?
Mr. POLE. That is my understanding.
Mr. FORT. So that we already have at least one affiliated organize,'

tion in the United States which is engaged in certain forms of brand'
banking, not only nation wide, but world wide?
Mr. POLE. Yes.
Mr. FORT. And somewhat the same thing is true—and, of course

it is a part of the Bankitaly group—of the Bancainerica since it9
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?fhliation with the Blair Corporation, is it not? They are is-uing
letters of credit and doing a banking business throughout the world
and in the larger cities of the United States?
Mr. POLE. That is true.

,., Mr. FORT. And the same thing is true with the National City and
uaranty Cos., or their affiliates, and the Chicago Continental 85
‘jummercial Bank?

Mr. POLE. In many respects.
Mr. FORT. So that we already are faced, as a practical existing

Iluestion and not a mere future possibility, with the expansion of some
t°rIn. of branch banking activities, both nation wide and world wide,
031 some of our large banks?
Mr. POLE. Other than by the Transamerica Corporation?
Mr. FORT. Yes, other than by the Transamerica Corporation.
Mr. POLE. Yes.
Mr. FORT. And in some cases those functions are really carried on

4,1' the bank as a bank, are they not? For instance, the Bankers
Pust Co., of New York, as I understand, has no security affiliate,
t°,!it has securities offices and letters of credit offices, and so forth,
uroughout this country and Europe—is not that so?
Mr. POLE. I think you are correct. Of course, the Bankers Trust0. is not a national bank and I have no official information with
ard to its operations.
r. FORT. Now, in that connection, you have spoken, under the

questioning of Mr. Luce—
t, Mr. BUSBY. Will the gentleman yield at this point, before he leaves
nat matter? I want to call attention to the fact that I was not
Pointing out these things that you have asked about—
Mr. FORT. I was referring to Judge Luce's questions.
Mr. BUSBY.0 the But t tl fact that the Transamerica Corporationh_
ad been formed to take care of all the interests of the Bank of Italy,
which has not happened in any other system.
_Mr. FORT. It has happened in the Chase National Bank taking
()ler the American Express Co.
d Mr. BUSBY. No; not by a holding corporation formed indepen-
eLltly of all these units, to take over all the units under a new name.
31r. FORT. Mr. Pole, in regard to the question of the shift which
's".r. Luce, I think, very aptly described as from the finer to the baser
Putem of banking, the shift from the national to the State system,.at has been the shift in terms of resources between the two systems
elrl,e_e the passage of the McFadden bill?
s '-wr• POLE. There have been four and a half billion dollars of re-
sQurces that have been converted from the national to the State
3'8,t_em within the past 10 years.
sk Air. FORT. Is that a net figure, or have there been corresponding
'lifts of State to the national that would reduce that?
Mr. POLE. No, that is the total resources of all national banks of

1,7 millions of resources and over which have left the national system
1thin the past 10 years, as set out in my report to Congress.

1,0ince the passage of the McFadden Act (Feb. 25, 1927) to March
', 1930, the total resources of the 377 national banks which have
"rle into the State systems is approximately $3,400,000,000, while
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the total resources of the 181 State banks which have come into the
national system during the same period is about $2,700,000,000.
Mr. FORT. Have you the figures in number of banks?
Mr. POLE. I shall be glad to supply that.
MT. FORT. I should like to see it.
Mr. WINGO. Right in that same place, will you insert the resources

of State banks and the resources of national banks on the date the
McFadden Act passed, and the same figures of resources of State
banks and resources of national banks on the last available date, or
at the present time?
Mr. POLE. I will be glad to.
Mr. WINGO. Pardon the interruption, but I wanted to get the whole

picture there.
(The information called for is reproduced below.)
This office had no call showing the resources of national banks as of FebruarY

25, 1927, but did through process of calculation estimate the total amount cf
resources of national banks on that date as being $25,136,426,000. No figur6I
were available, however, for State and private banks. The nearest availablt
figures on call reports for State and private banks and national banks was June
30, 1927, four months subsequent to the passage of the McFadden bill, on which
date the total resources of 7,796 national banks was $26,581,943,000. Total'
resources for 19,265 State and private banks was $41,550,615,000. The total
resources for 7,536 reporting national banks as of June 29, 1929, was $27,440,-
228,000, and the total resources for 17,794 State and private banks as of Juc,e
29, 1929, was $44,732,277,000. No later figures are available for State and pr'
vate banks but the total resources of 7,408 national banks as of December 31,
1929, was $28,882,483,000.

Mr. FORT. Now, we have also had some discussion as to the
political power resulting from these various systems. Is it not 0
fact also, Mr. Pole, that these changes in the banking systems, of
branch banking and group banking and other affiliations of banking

ipower, are resulting n an enormous concentration of economic poweir
apari from political power?
Mr. POLE. It would seem that that would be natural.
Mr. FORT. And that that is running along correlatively and simal

taneously with an aggregation of economic power in our industry an'
in our merchandising?
Mr. POLE. Undoubtedly.
Mr. FORT. The tendency everywhere seems to be toward the

establishment of greater units under single control?
Mr. POLE. Yes.
Mr. FORT. It has seemed to me, parenthetically, that we are

somewhat getting to the point where we have got to consider the
aggregation of economic power, through control of personal property t
as England was forced three or four hundred years ago to consider
it when all property was real property. If this aggregation. cf
economic power through consolidation of banking resources is movIng
as fast as it is, do you still feel, as you said awhile ago, that allowing
these great banks of deposit to go into the investment field and the
origination of securities is wise, or should they be restricted and held
out of the investment and origination .of securities altogether and
forced back into what used to be called banking?
Mr. POLE. A very important factor in the banking business 10

dealing in securities, and it is becoming more and more important 0
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hie ,the commercial business of the bank appears to be coming less and
ras Profitable.
L Mr.. FORT. Let us get a clear view of what we mean by dealing in
85eunties, Mr. Pole. Dealing with securities and dealing in securi-ties are two different things, of course?es Mr. POLE. Yes.0 , Mr. FORT. Can you see no possible basis for a differentiationte between the function of loaning on securities held by somebody elseor and the function of originating securities and selling them to some-
uo!iy else?
Mr. POLE. A very wide difference. Ia Mr. FORT. Granting that there is a difference there, are they, in

Your judgment, as a supervising bank official, the type of functions
that should be in the same hands?

ry Mr. POLE. I know of no dangerous developments to date, Mr. Fort.of Mr. FORT. No; but that does not go to the theory.te
)le Mr. POLE. NO.
ne Mr. FORT. Banking, as it has been regarded traditionally, is the
oh receipt of deposits and the loaning of money, is it not?

Mr. POLE. Yes.tsl Mr. FORT. Now, the loaning of money to-day, by virtue of the
ne transformation in our business and economic structure, has become
ri- Increasingly a loaning on securities rather than a loaning on namessi, or on individually-owned business Do you feel that it is sound

blinking—and I am not precommitted one way or the other—or
lie 80und banking theory that the same man should sell me a securitys and then determine how much he should lend me to buy it?
of Mr. POLE. I can not see any objection to banks going into theitg underwriting and the distribution of securities on a large scale.
r, Mr. FORT. In the one case the psychology of the banker is that of a

lender whose sole consideration is the safety of the loan and the making
,Of a loan that is wise for the borrower to have; do you see no difference
netween that psychological viewpoint and the viewpoint of the sales-
°I who is making money or profit out of selling the security on which
the loan is sought?
Mr. POLE. Yes, I see a very great difference.
Mr. FORT. In that psychology? 
Mr. POLE. A very great difference in that psychology.
Mr. FORT. Now, the trust powers of banks have been exercised to

re a very great extent, have they not?
is Mr. POLE. To an increasing extent.
, Mr. FORT. And are continuing. The percentage of increase isor really tremendous, is it not?

of Mr. POLE. Remarkably large.
4 . Mr. FORT. That results in the control of very large resources goinglg 'oto the hands of the management of banks, that management having
le 40 financial interest whatever in the funds in its control, does it not?Id Mr. POLE. It certainly does. 
id . Mr. FORT. In other words, it is another step by which we are pass-

;f1g from the owner controlling his property to somebody else control-itl 'lag it for him?
a- Mr. POLE. I think you are correct.

Mr. FORT. Now, if an individual is trustee under a will or a volun-tary trust, he may make no profit whatever, directly or indirectly,

,.- ,I

,
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out of the funds in his hands as trustee, other than his legal corn'
mission, may he?
Mr. POLE. That is correct.
Mr. FORT. And if he does he is liable to removal, and also to

deprivation of his profit, and, simultaneously, to make up any loss
which may have occurred on one transaction, while being denied a
profit on the other transaction. Is there any sound reason why the
same rule should not apply to corporate trustees?
Mr. POLE. I think not.
Mr. FORT. Then should banks which are corporate trustees be

permitted to deposit the funds of the trust with themselves, excePt
that they pay as interest the same earnings that they make?
Mr. POLE. I should say that under regulation there would be fie

objection to it.
Mr. FORT. Why not? If it were a private individual, he would not

be allowed to do it, would he?
Mr. POLE. I think that the trust department might proper Y

deposit its uninvested trust funds in the commercial department of

a bank, which it does to-day, such deposit being covered by securities
under governmental regulation.
Mr. FORT. And then, when deposited in the commercial depart'

ment, they become subject to the ordinary hazards and investments

of the bank, do they not?
Mr. POLE. They are protected by a deposit of securities with the

trust department, covering the full amount of deposit.
Mr. Foal% The individual trustee under a will is covered by a

surety bond, is he not?
Mr. POLE. Yes.
Mr. FORT. SO that there is no difference between the one case alr

the other?
Mr. POLE. As far as the security is concerned; no.
Mr. FORT. But the individual trustee would not be permitted,

even though under bond, to utilize the funds in his custody as trustee
in his own business and make a profit?
MT. POLE. That is correct.
Mr. Form Nor would he be permitted to buy securities from hill-

self or from a corporation which he owned?
Mr. POLE. That is true.
Mr. FORT. Now, all that I am asking is this, that as a matter of

sound theory, is there any reason why a corporate trustee should

have broader powers in this respect than individual trustees? .
Mr. POLE. I probably see no reason why there should be ail

difference there.
Ailr. FORT. Is it not possible, under the present situation of securitY

affiliates, as was brought out by somebody else the other day, for
the little actual stock ownership of a bank to be in its own securitY
affiliate?
Mr. POLE. There is no law prohibiting that at present. I have

suggested that where the stock is held by these securities companies)
or where there is a securities company that is closely affiliated with

the bank, that the supervisory authority should be extended to such
corporations.
Mr. FORT. The fact is that the stock of security affiliates and the

stock of the banks themselves are traded in as a unit, is it not?



BRANCH, CHAIN, AND GROUP BANKING

RI" Mr. POLE. That is quite often the case.
Mr. FORT. Is there anything in the national bank act that permits

that?
to Mr. POLE. There is nothing prohibiting it.SS Mr. FORT. The tieing of the two stocks together so that neither

could be sold separately from the other.
Is there anything in the national bank act that permits voting

trusts on national bank stock?
Mr. POLE. There is no mention of voting trusts as far as I know.

be Mr. FORT. Are there any court decisions on that subject in regardpt to national banks?
Mr. POLE. I am sure there are.

ao Mr. FORT. Which way? Do you know? Are they legal or illegal?

ot Mr. POLE. I have not the information on that.
Mr. FORT. If Mr. Await knows the decisions, I wish he would put

them in the record.
Mr. AWALT. I can not offhand tell you the exact decisions, butof illegalhere7as a decision in New York State on a voting trust, holding it

and there was a decision in one of the southern States holding
a voting trust illegal.t- Mr. WINGO. That was not with reference to national banks,ts Was it?
, Mr. AWALT. I do not believe either one had reference to national
, °auks.

Mr. WINGO. I do not think they were. I remember that I had
occasion to ask about that.
Mr. AWALT. I might say that we have consistently opposed voting

trusts in our office.
Mr. FORT. That is what I was coming to. I think generally that

there is a feeling that a voting trust of bank stock at least is against
the 131113lie interest.
Mr. POLE. There is.
Mr. FORT. Is there any logical difference between a voting trust

O n the bank stock and the ownership of the majority of the stock of
that bank by a corporation?
, Mr. POLE. As a matter of practice, there would be great similarity
ul the operation of the two ideas.
Mr. FORT. In the one case the man would have his voting trust

Certificates for his holding, and in the other he would have a certificate
of stock in the Transamerica Corporation, or whatever it might be
,that owned the stock of the bank, but in either case the control is
locked, is it not?
Mr. POLE. Yes.
Mr. FORT. Do you feel that the locking of control of banks through

anY form of device is a desirable thing?
Mr. POLE. I think it is undesirable.
Mr. FORT. In the examinations of banks having trust departments,

are the securities held by the banks for their own account cross-
checked by number and in other ways against the securities held by
the bank for trust accounts?
Mr. POLE. Those are kept entirely separate.

, Mr. FORT. You seal the one box so that they can not be transferred
cack from box to box until you make your examination?

259
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Mr. POLE. We do. We take care of that situation.
Mr. FORT. Has the question come to you in any way that will give

you grounds for an opinion as to whether we should, now that bank-

ing has become so largely a matter of loans on collateral, in addition

to our 10 per cent limit, or some other limit, of resources that may be
loaned to any borrower, make a lending limit as to the amount that

can be loaned on the securities of any corporation?
Mr. POLE. I have not given that any consideration.
Mr. FORT. Now that collateral loans have replaced personal loans

to such a large extent, do you not think it is something that we should

think of?
Mr. POLE. I think it might be given consideration.
Mr. FORT. Is it not essential if you are going to get real diversifi-

cation of investment?
Mr. POLE. I do not know that I would say that it would be essen-

tial. I think it might be desirable.
Mr. Fora. In regard .to branch banking again, has the branch

banking system in California, in your judgment and from your
vision of it, produced really strong banks in the small towns? That

is, have the branch banking systems penetrated into the very small
towns as well, or have they only gone into the larger towns?
Mr. POLE. They are in very many small towns as well as the larger

ones.
Mr. FORT. You have said that branch banking will intensify com-

petition. Has not its tendency. so far been, as applied to city-wide
banking, to reduce the competition in the sense of the number of

competitors, while at the. same time it has furnished stronger inde-
pendent banks, larger individual banks?
Mr. POLE. I think that might be true as to the cities.
Mr. Fora. Would not the same thing be true in the country?
Mr. POLE. The small unit banks in the cities have very frequently.

been replaced by branches, and there are branches on almost every

block of one bank or another, thus increasing competition with, it Is

true, a less number of competing systems. I think that the large
cities would reach out into the rural sections and the competition

would be just as keen there.
Mr. FORT. You have spoken of the fact that the branch banks

would be stronger by virtue of a greater diversification of loans, which
I think is a very sound observation.
Mr. POLE. Yes.
Mr. FORT. That has not necessarily been true, however, of our

great city systems has it?
Mr. POLE. I should say so, in their diversification of loans with

respect more, of course, to industries than to rural credits. There

are greater opportunities for diversification in the cities by reason 
of

the g,reat diversification of industries there.
Mr. FORT. I think the panic of 1920 is far enough back so that we

can perhaps talk about it a little. Is it not true that in 1920 and 1921,

some of the very largest banks in America were in pretty tight 
straits?

Mr. POLE. I have heard that some of them were.
Mr. FORT. But were not permitted to fail .because of the danger

to the whole banking structure of the Nation if they did fail?
Mr. POLE. I think that is correct, Mr. Fort.
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. Mr. FORT. Is not the explanation in part of the absence of failures
the Canadian system the fact that they have not been allowed to

Lail? Was not that the case just two or tome years ago, where one
mink was on the verge of failure and was taken over by two or threeof the other major systems of Canada?
Mr. POLE. I think that may account in some measure for the few

!allures which do occur in the metropolitan centers. That is also truein this country.
Mr. FORT. In Canada, too. It is true in a group system. In other

Words, if a bank gets so big that its failure would be a shock to the
whole banking structure, somebody is going to step in and take it overand not let it fail, whereas that does not happen with these little
country banks.
Mr. POLE. That is undoubtedly true.

, Mr. FORT. So that in part the safeguard to the small country town
is not altogether from the diversification?
Mr. POLE. Not altogether.

. Mr. FORT. Or from the greater capital, in the sense that it enables
It to stand the shock but from the fact that the size will make it inad-
Nrisable for other banks to let it fail.
Mr. POLE. That is an important factor.
Mr. FORT. Now, we have developed in these questions of you, Mr.

role, a very great deal of interesting thought from which it might
!PPear to some of us at least that perhaps our loss of banks from the
national system to the baser system, as Mr. Luce very well called it,
could be in either of two ways. One is by extending the powers of
liational banks and the other by endeavoring to force improvement

banking methods among State banks. One would be as effective4S the other, would it not?
Mr. POLE. I do not know how we could force improvement in the

121It 1agement of State banks.
Mr. FORT. Not in the management, but in the code.
Mr. POLE. The code?
Mr. FORT. The code under which they operate. You said, in

cePSWer to a question the other day, that we had the power, if we
tu,ose to exercise it through the Federal reserve system, to lay down
Ines which every State bank would have to live up to.
Mr. POLE. As a condition of membership.
Mr. FORT. As a condition of membership, or, I assume, as a condi-

'Ion of having their checks cleared.
Mr. POLE. I think that Congress might pass legislation to that

effect.
Mr. FORT. So that we have the power if it is wise to use it?
Mr. POLE. As far as I know, Mr. Fort.

s‘Mr. FORT. But, in any event, so far as moderate regulation of the
b'Ette banks goes, we have unquestionably the power through the
ederal reserve system?
Mr. POLE. I should say so.
Mr. FORT. So that we can approach the question of the strength-e

Iling of the national system from either angle we choose, either by
raking the membership in the Federal reserve system mean a betterank or by extending to the national banks more of the privileges thatthe

State banks now enjoy, or other privileges that the State banks
gto not enjoy, as in your suggestion?

100136-30—voL I, PT 3-3
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Mr. POLE. I think that might be said to be correct.
Mr. FORT. Somewhere in between there probably is a balance that

represents what we ought to do?
Mr. POLE. Yes.
Mr. FORT. The 'shift from the national to the State system reallY

will not be stepped if we permit either chain or group banking while
the States still give greater advantages to the State banks?
Mr. POLE. I do not think I understand the question.
Mr. FORT. I will ask my question differently. All of us are,

vitally concerned with this shift of resources out of the national
system into the State system.
Mr. POLE. Yes.
Mr. FORT. If the State laws continue to permit greater flexibilitY

in banking practice to banks incorportaed under State charter then
we do under the national charter, and we continue to permit groug
and chain banking, will not the tendency be for the groups sou
chains to transform their national banks that they own into State
banks?
Mr. POLE. I think that tendency would be so if they did not'

attach too much value to their membership in the Federal Reserve
System. I think, howeyer, if privileges were given to national
banks which would permit them to cross State lines with branches it
would attract a great many State banks into the national systeni.
Mr. FORT. That I see.
Mr. POLE. If they were permitted to cross State lines, which is the

important factor there.
Mr. FORT. But we have not found, practically, that the extension

of branch banking facilities to national 'banks in cities has not retained
their resources in the system, has it?
Mr. POLE. Not at all, because that extension was to meet State

bank competitors and gave the national bank no superior advantlige•
Mr. FORT. On the contrary we have lost four and one-half billion 

in three years, in spite of extending that privilege.
Mr. POLE. From the national system, but not from the Federal

Reserve System.
Mr. FORT. We have lost that because of the greater flexibilitY

permitted banks under the State laws, have we not?
Mr. POLE. That is correct.
Mr. FORT. I think that is all.
Mr. WINGO. May I ask a few questions along the line of the

questions Mr. Fort has been asking?
A moment ago, on the voting trust proposition—
Mr. BEEDY. Will you permit me, before we leave this particul

subject to ask one question?
MT. WINGO. Yes.
Mr. BEEDY. It has been developed here in answer to a questii,n

that the one thing that might tend to check this shift from the nation
to the state system would possibly be the attraction of membershil)
in the Federal Reserve System, which membership would be doul)1Y
attractive if the national banks were permitted to establish brand""
beyond State lines. I do not want to say to the committee that I
have given extensive consideration to that very problem, but I Irv°
in my possession a consideration of the cases bearing upon the right
of Congress to pass a law authorizing national banks to establish

fir
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branches in States, even where the State law does not permit it. You
recently answered a question which was asked you as to the power of
4ational banks under Federal law to establish branches in more than
?ae State irrespective of State lines. You said you though there was
in
ilch power, or you had been so advised. Have you any legal opinion•w ming which you could put in the record at this point as bearingtiPon this subject?
Mr. POLE. I have, and shall be glad to do so.
(The opinion referred to is as follows):

NOVEMBER 16, 1929.Meinerandum for the comptroller.
You have requested my opinion as to the constitutional power of Congress to

al tItEmhorize the establishment of branches by national banks irrespective of States.

,ejr! order to fully cover the question involved, it is necessary to go back to the
',,olishment of the first bank of the United States in 1791.

Fed legal theory upon which Congress enacted the national bank act and theefie,oeral reserve act is the same as that upon which Congress authorized the
oeslolislunent of the first bank of the United States in 1791 and the second bankthe United States in 1816. When the first bank was proposed in Congress,ke constitutionality of the bill was seriously debated but a majority of both
,Ilses supported it. The act as passed provided in part:the
 
;It shall be lawful for the directors of aforesaid to establish offices wheresoever

eh, shall think fit in the United States, for the purposes of discount and deposit
at and upon the same terms, and in the same manner, as shall be practiced
the'he bank; and to commit the management of such offices, and the making of
re said discounts, to such persons, under such agreements, and subject to such
,,ulations as they shall deem proper; not being contrary to law, or to the con-

of the bank."rei1ent Washington signed the bill after considering the official opinions\y,Ltil for and against its constitutionality. The first bank of the United States
oPened December 12, 1791, and established eight branches in several States,ely, in Boston, New York, Baltimore, Washington, Norfolk, Charleston,

baonah, and New Orleans. This is the first precedent of the establishment of
rtillielles by national banks. Upon the occasion of the failure of Congress to,44,_e'Ar the charter of the bank, which expired in 1811, the constitutional question

again raised and some of the opposition against the renewal was upon the
I 4W that Congress was without power to establish and maintain a national,a4k.

THE SECOND NATIONAL BANK OF THE UNITED STATES, 1816-1836
ple„,e attempt to finance the war of 1812-1814 without any banking instru-
Co'ality under the control of the Federal Government proved so disastrous that!Ogress in 1816 passed a new bill to charter a bank of the United States simi-yettoo the first bank, President Madison approving the act, having the year before44,e,d a similar measure which did not meet his views. As compared with theto,ti' bank of the United States there was little difference between their organi-and purpose.
kit,;;_ue second Bank of the United States likewise established branches in variousttet7 in the Union. In 1818 the legislature of the State of Maryland passed ano ”tane effect of which was to place a special tax upon the branch of the Banke United States in operation in Baltimore. The Baltimore branch'refusedtlitnY this tax•

' 
its cashier, McCulloch, was sued in the State court and a judg-air,",' sustained against him by the court of final jurisdiction. He thereuponout a writ of error under which the case was brought before the SupremeCoh"rt of the United States. Here for the first time the constitutional power of%idelress to establish the bank, and of the bank to establish branches, was con-

Cell, by that tribunal. (McCulloch v. Maryland, 4 Wheat. 424.)
41411 'ne following year, 1819, the State of Ohio imposed a tax of $50,000 on444 of the two branches of the Bank of the United States, established at Ciii-and Chillicothe. Upon the refusal of these branches to pay the tax theterll on behalf of the States seized $98,000 in money. The State officials con-Were arrested by the Federal authorities and tried in the Federal Circuitrt. where judgment was rendered against them to restore to the bank with
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interest the funds seized. An appeal was taken to the Supreme Court of the

United States (Osborn v. Bank of the United States, 9 Wheat. 738), where agaill
the constitutional power of Congress was brought into question and formed ' be

basis of the opinion.
The opinions in both of these cases were written by Chief Justice Marsh

and for practical purposes can be considered as one case, the second being ell
elaboration and a review of the first.
The principles decided in these cases may be briefly stated as follows:
(1) Congress has the constitutional power to incorporate a national bank.
(2) The existence of State banks can have no influence upon the question rd

this paramount power of Congress.
(3) "After the most deliberate consideration, it is the unanimous and decked

opinion of this court that the act to incorporate the bank of the United States
is a law made in pursuance of the Constitution, and is a part of the supreme We

of the land. The branches. proceeding from the same stock, and being conduel

to the complete accomplishment of the object are equally constitutional.°

(McCulloch Case 4 Wheat. 424.)
(4) Congress, having the constitutional power to create a national bank, tile

also the constitutional power to determine, authorize, or create the 
faculties

necessary to enable it to perform the services for which it was created and C
(o-

gress alone is the judge of the means to be employed in the exercise of tlu se

faculties.
The Supreme Court of the United States in these two cases upheld the Pes,

of a national bank, to establish branches in the various States without permiss°

or authority from the State governments.

THE NATIONAL BANK ACT OF 1863

er

With the failure of Congress to renew the charter of the second bank of the

United States the Federal Government operated without a banking instru
mOr

tality under its control until the enactment of the national bank act in 1863'

That act set up a system of independent national banks rather than one c
ents'

national bank with branches. The question of the power of national banks to.

establish branches did not again come before the Supreme Court of the 
unit

States until 1924, more than a century after the decision of McCulloch v. Msir

land and Osborn v. Bank of the United States when it was presented in the 
C0

of the First National Bank in St. Louis v. Missouri. (263 U. S. 640.) of
In the meantime, however, many cases had come before the Supreme Court

the United States in which it became necessary to interpret and construe tbe

national bank act with reference to the charter powers of national banks in 
their

ea
relationship to the State legislatures, in all of which the fundamental princiP

enunciated in the McCulloch and the Osborn cases were sustained and follow(

It seems appropriate to consider some of these cases before proceeding to
 tbe

First National Bank in St. Louis v. Missouri.

PRIOGI V. PENNSYLVANIA (16 PETERS, 539, 617-19)

The Supreme Court of the United States in discussing the respective dome°

of Federal and State legislation, said:
"If this be so, then it would seem upon just principles of construction, 

that tl

legislation of Congress, if constitutional, must supersede all State legislation 1109

the same subject; and by necessary implication prohibit it. For, if Congre°

have a constitutional power to regulate a particular subject, and they do 
actuallti

regulate it in a given manner, and in a certain form, it can not be, that the S
O

legislatures have a right to interfere, and as it were, by way of compliment t
o tbe

legislation of Congress, to prescribe additional regulations, and what they dee f

auxiliary provisions for the same purpose. In such a case, the legislation oA

Congress, in what it does prescribe, manifestly indicates, that it does not 
inter

i
that there shall be any further legislation to act upon the subject 

matter. ;be

silence as to what it does dot do, is an expressive of that its intention is, as w

direct provisions made by it. This doctrine was fully recognized by this court'

in the case of Houston v. Moore (5 Wheat, 1, 21-2), where it was expressly bel

that where Congress have exercised a power over a particular subject given 
the°

by the Constitution, it is not competent for State legislation to add to the
 PIthe

visions of Congress upon that subject; for that the will of Congress upon -

whole subject is as clearly established by what it has not declared, as by 
what it

has expressed."
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RelERS AND MECHANICS' NATIONAL BANK V. DEARING (91 U. S. 29, 1875)
a_This was a case before the Supreme Court which construed the national bank.et with reference to the authority of the State governments and involved the-Pplication of the usury law of the State of New 'York. The court said:
'The constitutionality of the act of 1864 is not questioned. It rests on theSame • •

principle as the act creating the second bank of the United States. The
(i-2tung of Secretary Hamilton and of this court in McCulloch v. Marylandw heat. 316), and in Osborn v. Bk. (9 Wheat. 738), therefore applies. Thet'll.ttional banks organized under the act are instruments designed to be used to aid

Government in the administration of an important branch of the publicw'cryice. They are means appropriate to that end. Of the degree of the necessity
I!!eh existed for creating them. Congress is the sole judge.

h. Being such means, brought into existence for this purpose, and intended to
ti se employed, the States can exercise no control over them nor in anywise affecteir operation, except in so far as Congress may see proper to permit. Anythingbe Operation,

this is 'an abuse', because it is the usurpation of power which a single
te can not give. Against the national will 'the States have no power, by

:4Zation or otherwise, to retard, impede, burthen or in any manner control the
ration of the constitutional laws enacted by Congress to carry into execution

p.rT,Powers vested in the General Government.
, 

(Osborn v. Bk., supra; Weston„,kjliarleston, 2 Pet. 466; Brown v. Maryland, 12 Wheat. 419; Dobbins v. Erie Co.,'15 Pet. 435.
n_ "The power to create carries with it the power to preserve. The latter is a'0e?Ilary from the former.

The principle, announced in the authorities cited, is indispensable to then'ueleney, the independence, and, indeed, to the beneficial existence of the Generals'!everziment; otherwise it would be liable, in the discharge of its most importantrts, to be annoyed and thwarted by the will or caprice of every State in the
t:i00. Infinite confusion would follow. The Government would be reduced
luott Pitiable condition of weakness. The form might remain, but the vital essenceuld have departed. In the complex system of polity which obtains in thisetIttntry, the powers of government may be divided into four classes:
"Those which belong exclusively to the States;
,"rhose which belong exclusively to the National Government;
;Those which may be exercised concurrently and independently by both;
And those which may be exercised by the States, but only with the consent,

Aliress or implied, of Congress.
th'e: \Vhenever the will of the Nation intervenes exclusively in Ulla class of cases,

authority of the State retires and lies in abeyance until a proper occasion for
exercise shall recur. (Gilman v. Philadelphia, 3 Wall. 713, 18 L. ed. 96;

,,Earte McNiel, 13 Wall. 240, 20 L. ed. 625.)
1' he power of the States to tax the existing national banks lies within the"4tegory last mentioned.

, 'It must always be borne in mind that the Constitution of the United States,+,(!ucl the laws which shall be made in pursuance thereof,' are 'the supreme law ofr land' (Const., art. 6), and that this law is as much a part of the law of each
4,,...‘ate, and as binding upon its authorities and people, as its own local constitution
g"-I laws."

CASEY V. GALLI (94 U. S. 673, 1877)

t,This case held that Congress had the power to authorize a State chartered bank
hu convert into a national bank without any assent or permission by the State"Pen the ground that no authority from the State was necessary.

DAVIS V. ELMIRE SAVINGS BANK (161 U. S. 275, 1896)
The court in denying the validity of a statute of the State of New York fixing

tteferences in cases of insolvency, in so far as it applied to national banks, through'41; Justice White, said:
I National banks are instrumentalities of the Federal Government, created
00fr a public purpose, and as such necessarily subject to the paramount authority
d„the United States. It follows that an attempt by a State to define their4,14wes or control the conduct of their affairs is absolutely void, wherever sucheueenpted exercise of authority expressly conflicts with the laws of the Unitedtitates, and either frustrates the purpose of the national legislation, or impairse efficiency of these agencies of the Federal Government to discharge the dutiesac)r the performance of which they were created. These principles are axiomatic,nd are sanctioned by the repeated adjudications of this court."
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EASTON V. IOWA (188 U. S. 220, 1903)

In this case the president of a national bank was sentenced under a criminal
statute of the State penalizing the receipt of deposits with knowledge of the
insolvency of the bank.
In taking issue with the Supreme Court of the State, Mr. Justice Shires. ni

delivering the opinion of the court, said:
"We think that this view of the subject is not based on a correct concept19li

of the Federal legislation creating and regulating national banks. That leg's"
lation has in view the erection of a system extending throughout the countrY!
and independent, so far as powers conferred are concerned, of State legislation_

which, if permitted to be applicable, might impose limitations and restrictionl
as various and as numerous as the States. Having due regard to the nationats
character and purposes of that system, we can not concur in the suggesiinne
that national banks, in respect to the powers conferred upon them, are to b
viewed as solely organized and operated for private gain. The principles en1.
elated in McCullough v. Maryland (4 Wheat. 425, 4 L. ed. 606) and in Osborn

Bank of United States (9 Wheat. 738, 6 L. ed. 204), though expressed in rope°
to banks incorporated directly by acts of Congress, are yet applicable to tile
later and present system of national banks."

*
"Such being the nature of these national institutions, it must be obvious that

their operations can not be limited or controlled by State legislation, and the,
Supreme Court of Iowa was in error when it held that national banks are organiz

.and their business prosecuted for private gain, and that there is no reason w10
the officers of such banks should be exempt from the penalties prescribed for fratidli-
lent banking."

FIRST NATIONAL BANK V. FELLOWS (244 U. S. 416, 1917)

In this case the State of Michigan contested the power of Congress to enact'
the provisions of the Federal reserve act conferring trust powers upon nationa
banks. The Supreme Court of the United States (opinion delivered by Mr'
Chief Justice White) reversed the Supreme Court of Michigan and upheld th,e

powers of Congress citing with approval the principles enunciated in McCulloue
v. Maryland and Osborn v. Bank of the United States. Referring to the basic,
principles of constitutional law laid down in the above two cases, the cour
further said: "The doctrines thus announced have been reiterated in a nitiltitu(1,,
of judicial decisions, and have been undeviatingly applied in legislative an'
enforced in administrative action."

FIRST NATIONAL BANK OF SAN JOSE V. STATE OF CALIFORNIA ET AL. (262 U. S'
366, 370)

In this case the Supreme Court declared invalid, so far as national banks Wel
concerned, a State law providing for the escheat to the State of California
bank deposits remaining unclaimed for more than 20 years, and in commenting
upon attempted interference with national banks by State legislation, said:
"This court has often pointed out the necessity for protecting Federal agenciea

against interference by State legislation. The approved principle of obsta prinel•

piis should be adhered to. (McCulloch v. Maryland, 4 Wheat, 316; Osborn i'•
United States Bank, 9 Wheat. 738; Farmers' and Mechanics' National Bank l'•
Dearing, supra; California v. Central Pacific R. R. Co., 127 U. S. 1; Davis r;

Elmire Savings Bank, supra; Easton v. Iowa, supra; Covington v. First National

Bank, 198 U. S. 100; Farmers and Mechanics Savings Bank v. Minnesota, 232,
U. S. 516; Choctaw, Oklahoma and Gulf R. R. Co. v. Harrison, 235 U. S. 292,
Bank of California v. Richardson, 248 U. S. 476."

BARNES NATIONAL BANK V. DUNCAN (265 U. S. 17, 1924)

In this case the State of Missouri attempted to enforce against a national banlio

the State law regulating the exercise of trust powers. The Supreme Court of the

United States reversed the State Supreme Court upon the authority of the Fe1100

case and others above cited. Mr. Justice Holmes in delivering the opinion of the

court reiterated the principle that the constitutional power of Congress was VI
be tested by the right to create the bank and the authority to attach to it tha,!
which was relevant in the judgment of Congress to make the business of the bani'

successful and that this excluded the power of the State in such cases.
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FIRST NATIONAL BANK IN Sr. LOUIS V. MISSOURI (263 U. S. 640, 1924)

— This case involved primarily the question of the power of national banks to
rftablish branches under the authority of the national bank act and rests upon a
1...
1
ate of facts different from that of McCulloch v. Maryland in which the question;) branches for national banks was first considered by the Supreme Court.N_ The First National Bank, upon the advice of its own counsel, proceeded toestablish and conduct a branch bank in the city of St. Louis upon the theory thatWhereas the Federal statutes did not expressly authorize national banks to es-tablish branches, such banks nevertheless possessed the incidental charter power

°SI to do. No permission from the comptroller was obtained for the establishmentthe branch, There was upon the statute books of the State a law prohibiting
establishment of branch banks in that State. The Attorney General of

MissouriL on behalf of the State took the position, first that the national bankr3xceeded its charter powers under the national bank act when it established the
erench and second that there being no permissive Federal statute, the State was

he 
to enforce against the national bank its own law against branches.

i'ree following propositions are quoted from the brief of the Attorney General ofhe State which he filed before the Supreme Court of the United States:
(1) "Branch banking by a national bank in a State is conduct in excess of anyauthoritya  from the Nation."
(2) "Acts of a national bank in a State which are in excess of any authority
"3111 the Nation, and irc contravention of State law, can be stopped by the State."
,, (3) "An unauthorized, unlawful act of a national bank in a State should stand
'Pon the same footing as the unauthorized, unlawful act of any other corporation."
(4) "A national agency is no more free from responsibility to the state for un-

;awful acts done in the State beyond the scope of its powers and authority than
a State agent."

n (3) "The same conduct may be an offense against both State and national
'everelgnty, and may be restrained by both Nation and State."
8 It was upon these grounds that the action was brought by the State in the
otflp,reme court of the State in the nature of quo warranto. The formal allegation
t the State was to the effect, first that the bank was not authorized by Congress
„? establish a branch and second, that in establishing the branch it violated astatute of the State expressly prohibiting the establishment of branch banks.
n At the request of the Comptroller of the Currency the Attorney General of the

11ited States intervened in this case, not however for the purpose of upholding
t"!le right of the national bank to establish the branch but to contest the jurisdic-
.1°rl of the State to inquire into the question whether Congress had authorized" national bank to establish a branch.
k t was shown before the court that the office of the Comptroller of the Currency1‘,)1ed for years construed the national bank act as denying the right of national
,a,aks to establish branches. This opinion was supported by an opinion of the
'1,aorney General, May 11, 1911, which was cited with approval in the opinion

the court in this case. The principal argument of counsel on both sides before
" court, and the bulk of the opinion of the court, is devoted to the question ofWhether Congress had authorized national banks to establish branches. The
rourt reached the conclusion that there was no doubt, especially in view of the6'llg-continued construction of the national bank act by the Comptroller of theUrrenc-,y that Congress had not conferred upon national banks the charter powerbe establish branches.
In view therefore of this condition precedent the court held that the State was
r
e
ePetent to enforce its own law against the national bank. The question
refore of the constitutional power of Congress to permit national banks to

Otablish branches was not involved in this case. The case is in harmony with
tr Previous decisions of the court hereinabove considered. Had there been uponhe Federal statute books an amendment to the national bank act permitting
',._ational banks to establish branches the Supreme Court of the United Statesould have undoubtedly held the State law invalid as applied to national banks.
alle question asked by the court of the State law, "Does it conflict with the laws
T' the United States?'

, 
would have been necessarily answered in the affirmative.

4 the absence of such an amendment the question was answered in the negative.
„ Congress inserted in the so-called McFadden-Pepper Act of February 25, 1927,
clause in its branch banking section, that branches of national banks would bePermitted only in those States which permitted the State banks to establish

267
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branches. This clause was a concession to the States not as a matter of constitu-

tional necessity but rather as a matter of legislative policy.
In view of the above consideration there appears to be no doubt of the consti-

tutional power of Congress to permit the national banks to establish branches in
any State of the Union, irrespective of the laws of the State. If Congress deter-

mines that the national banks could better serve as instrumentalities of the Fed-

eral Government through the establishment of branches it would not be within

the jurisdiction of a State to prohibit or restrict the purpose of the National Legis-

lature to this effect.
F. G. AWALT,

Deputy Comptroller and Counsel.

Mr. WINGO. You said you knew of no power by which we could
prevent and control the State standards of banking. Is that true, do
you think, in its entirety?
Mr. POLE. I said I did not know of anything that Congress could

do to control a State bank, except 
Mr. WING°. I am talking about a charter to the State bank, not

talking about controlling the actual operation of the bank after it
gets the charter, but about the powers of the bank secured from a
charter given by the State—in other words, under the State banking
laws. You say you do not know of any power we have to affect that?
Mr. POLE. I know of none. Of course, I am not a lawyer.
Mr. WINGO. Let us speculate just a little bit and draw on expeii-

ence, too, Let me cite to you the fact that we drove out of existence
the State bank issues by the exercise of a Federal power, the taxing
power.

Before I go into these illustrations I want it distinctly understood
that by enumerating the possibilities I do not by my questions indi-
cate my personal opinion on or approval of the use of any of these
methods, but, in talking about possibilities, we will take the question
of the commerce clause of the Constitution.
Mr. POLE. I thought you were talking about existing law.
Mr. WINGO. No; I am talking about the power to enact a law and

that the effect of it would be to drive out of existence every State
bank that did not come up to a standard that Congress fixed.
Mr. POLE. I would not question that in any way.
Mr. Wiricio. As an illustration, we could use the taxing power to

stop chain banking or group banking; we could use the interstate
commerce clause; we could use the barring of the mails; we could pro-
vide that no national bank or Federal reserve bank should clear or
have any relations with a bank that did not come up to a specific
standard, and if we did those things would we not ultimately force
the different State banks up to a standard that was comparable to
the ideal standard that we have fixed in the national bank act?
Mr. POLE. There is no question in my mind that Congress could

eliminate the State banks.
Mr. WINGO. Is it not a question of the power of Congress by several

means to check what we all recognize and what you denominate as
the evils of chain and group banking? But your idea is that the
ideal way to check these evils is to adopt what some other people
regard as another evil, branch banking?
MT. POLE. Yes.
Mr. WINGO. If you are a chain banker or group banker, and you

were given the alternative what reason or what motive or what

philosophy would there appear to you that would lead you to say,
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"I had better change my chain and my group into a branch banking
system?"
Mr. POLE. Greater mobility of resources and ease and economy of

Operation.
Mr. WINGO. What do you mean by "greater mobility of resources?"

. Mr. POLE. That the transfer of funds from one section of the areain which I was operating my branch system to another would be
ifar easier under the branch banking system than t would under theOther systems which you speak of.

, Mr. WING°. I can not comprehend that statement, because I
nave an idea that the transfer of funds would either come by telegraphor by mail.
Mr. POLE. Under the group plan, each bank is an independent

unit, and it has its own investments, so that if it wished to transfer
funds from one point to another, it would be under the necessity of
selling some of its assets or transferring them through a holding com-
Pally to some other bank which had funds.
Mr. WING°. Not necessarily; it could transfer a deposit, could it

not, without doing that?
Mr. POLE. It could not transfer its deposits.
Mr. WING°. What is to prevent a chain bank from making a

transfer of its deposits in the same identical instance that a branch
bank could? Suppose that here is a chain bank that has a deposit
!n New York City with a correspondent, and it is changed over nightinto a branch banking system. Is there any difference in the 

i 
mechan-

ics of transferring those funds n one case than in the other?
Mr. POLE. We must be talking about different things.
Mr. WiNco. That is the reason .I am asking you to elucidate.
Mr. POLE. If you were to deposit your funds in a bank which was

P. Member of a group, it would not be within the province of the hold-
ing company which held the stock of that member of the group to
transfer your deposit to another member of its group where funds
Might be needed for loaning purposes.
Mr. WiNao. Well, they are doing it everyday. Even if the laws

of Arkansas prohibit branch banking, they do permit chFlins, andfunds are being transferred from Arkansas to Nashville, Tenn.,
under chain banking and under group banking just the same as they
Would have the power to do if you had branch banking.
Mr. POLE. Funds may be transferred, funds which are involved inthe operation of a single unit.
Mr. WING°. That is what we are talking about.
Mr. POLE. But there would be no possibility of transferring thedeposits of one independent bank which might be a member of thegroup to another independent bank which might be a member of thegroup.
Mr. WING°. You mean the book record, not the deposit.
Mr. POLE. The deposit. .
Mr. Wirmo. Are you talking about the actual money or the actualcredit or the record on the books?
Mr. POLE. I am talking about the actual credit. If a bank itselfWished to transfer its funds, that still might be a very difficult matter.Mr. WING°. We will say that there is a holding corporation inNashville, Tenn.; can it not direct one of its chain banks in Arkansasto transfer my funds that are there to my credit—and there is no
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occasion to specify " VVingo deposit"; they say, "from your deposits,
you transfer $10,000 or $20,000 "—whatever they wanted—" over to
the depositary in Nashville, Tenn."
Can they not do that now, and do they not do it?
Mr. POLE. Such funds as that may be moved, but they would be

limited to the amount which the bank might deposit or the amount
which the bank might borrow.
Mr. WINGO. That would be true in both instances.
Mr. POLE. With small banks it would be a very small amount,

whereas in the branch banking system funds could be transferred very
freely to any branch of the system.
Mr. WING°. What limitation is there in the national bank act with

reference to such transfers? The limitation you are talking about is
the 10 per cent limitation, and that applies to loans.
Mr. POLE. No; I was not referring to that.
Mr. WINGO. What statute did you have in mind?
Mr. POLE. I was having in mind the statute where a bank could not

keep on deposit, for instance—
Mr. WINGO. I see what you are driving at now.
Mr. STRONG. Are you going to finish soon?
Mr. WINGO. Yes; I have one or two more questions.
Is it not then true, talking about the standards of the State banks,

that we have been engaged for years in this committee and in Con-
gress in constantly framing our laws to meet the competition of State
banks, and has not that been the chief cry and reason for our doing
these things?
Mr. POLE. I think that is a fair statement of the situation.
Mr. WINGO. Was not that the late argument for the McFadden

Act?
Mr. POLE. Yes.
Mr. WINGO. To liberalize the national bank standards, and wheh-

ever we pointed out objections to any particular proposal around this
table, instead of discussing the merits of the objection, we were told
that "Well, we have to do that in order to meet the competition of
State banks."
Mr. POLE. That was largely the case in the McFadden bill.

V Mr. WINGO. And the reason for that was that these State banks, as
my friend Mr. Luce would say, had a baser standard, which was lower,
and so we have governed our conduct in me. sting this competition by
reasons of expediency and not by measuring the standard or what
should be the ideal, have we not?
Mr. POLE. In the McFadden bill there was some liberalization.
Mr. WINGO. I am talking about the major features of it.
Mr. POLE. Of course, the important thing in the McFadden bill

was not so much the liberalization of a bank's privileges as it was with
respect to the extension of branches.
Mr. WiNco. Oh yes; we had the argument made here that we

ought to permit them to deal in securities because State banks were
permitted to do it. I think every major. proposal in the McFadden
Act was bottomed not upon the justification that it was sound bank-
ing, but we were trying to meet the competition of State banking
systems.
Can you name a major proposal where that argument was not made?
Mr. POLE. I think that is correct.
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ts,
to Mr. Wirsrco. And the point I want to drive home is this, that if

there are evils in these State banking systems which, by reason of an
enforced competition, are weakening the standard of the National

be !iystem, would it not be profitable for us, instead of spending our time
nt In devising schemes of expediency and lowering the national standardin order to meet this competition, to spend our time in devising legis-

lation embracing methods by which we could enforce a higher standard
It, in the State banking laws so as to protect both the State bank patrons

as well as the national bank patrons from the evils of the baserry
standard as referred to by Mr. Luce?

th
— 

POLE. I think we have to consider it from the economic point
is Of view. The announced legislative policy of the so-called McFadden

bank act of February 25, 1927, was parity between the National and
State systems. The purpose of the bill was to make the charter
Powers of national banks approximately equal in operating advantage

)t to those of the State banks. Nearly three years of operation under
that act has demonstrated that it has failed of its purpose in thisrespect.
The theory of parity between the two systems of banks is, in my

Opinion, economically unsound.
Mr. Wrisrao. Should we not say that we will spend our time in

bottoming everything we do upon building up the system that from1-
te an economic standard is sounder and better than the baser standard
[(.4 

now permitted by the States?
Mr. POLE. I think so, and hence my proposal for an increase of

branch banking powers for national banks without reference to State
laws. I think that the economic change is such that the small bankcan not operate successfully any more. I am, therefore, suggestinga plan which will enable banking service to be carried to every corn-
tnunity from a metropolitan center.

3 Mr. WINGO. In other words, your theory is that the changed eco-nomic structure is such that in order for banking institutions to renderto the public that service to which it is entitled, necessarily you haveto have larger banking units?
Mr. POLE. That is correct.
Mr. Wpm°. And you think that necessarily then in order to havelarger banking units, you have to choose between three types—group

banking, chain banking, or branch banking—and in your own mind
branch banking possesses fewer of the evils and more of the benefitsthan the other two?
Mr. POLE. I think decidedly there is no question in my mind as toWhich is the best of the three, and I am not advocating either chain

banking or group banking as a remedy.
L Mr. WING°. That is what I say.

Mr. POLE. I am advocating branch banking.
Mr. WINGO. Your ideal, as I understand it, is the independent unitbanking system, but you say that changed economic conditions havemade us face a condition and not a theory?
Mr. POLE. Yes.
Mr. WINGO. And your belief is—andiyour judgment is entitled toa great deal of weight—that the only, choice we have now in order todo what you think is necessary is between a group banking system ora chain banking system or a branch bankingisustem, and you thinkthe branch banking system is preferable, both from the standpoint of

271
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the service they may render, the superior service, and from the
standpoint of having fewer evils than either of the other two systems?
Mr. POLE. And from the standpoint of successful operation.
Mr. WINGO. That is included.
Now, let us go back to the proposition of the trustee. Is it not a

fact that the courts in New York City now sometimes designate banks

as receivers and trustees, and permit those banks to deposit with
themselves the trust funds and to pay the trust estate, of which it is
receiver, or trustee, only 2 per cent, or whatever the current rate is,
upon deposit balances, and the bank gets the benefit of those funds

and in some instances makes 10 or 12 per cent, or whatever its earning
is upon its deposits, and, addition thereto, draws its fees as trustee

and remuneration as receiver? Is not that an actual practice in New
York City and possibly in other cities and States?
Let us just take one instance, and it is not an isolated one. Do

you not know that the Irving Trust Co. had such an experience?
Was it not appointed receiver, and did not the court permit it to

ideposit the trust funds n its own institution and let them use them and
simply account to the trust estate for the current rate of interest on
deposit balances, and, in addition thereto, the same court allowed
them a fee for acting as receiver?
Mr. FORT. If the gentleman will permit, I understand that in New

York there have been some modifications made of the ordinary rules

applicable to trustees, in favor of corporate trustees under the super-
vision of the banking department as organized.
Mr. WINGO. That is true.. .
Mr. FORT. As against individual trustees.
Mr. WINGO. What I am talking about is this, that regardless of

the fundamental rules, time and experience as well as statutes have

set up certain safeguards governing the use of trustees' funds. I an
not discussing whether they are wise or unwise, whether they should

be permitted to be changed or not; I am talking about what is actually

being done. Is not that very thing being done in New York City?

I am not undertaking to criticize it, to say whether it is justified or

not; I am just asking you if it is not a fact that in actual practice,
such as in the illustration I have used, that that has taken place

place in more than one instance in New York City?
Mr. POLE. I know nothing, of course, of the Irving Trust Co. I

think as a general rule that trust funds do not remain uninvested

for any great length of time.
Mr. WINGO. That, of course, does not answer my question. You

do not know whether any such practice as I have given obtains or

not?
Mr. POLE. No, I do not.
MT. STRONG. Is that all, Mr. Wino?
Mr. WINGO. Can you conceive of. any reason why a trust estate

should not be protected by the same jealous rules when a corporation

is dealing with it as when an individual is dealing with it?
Mr. POLE. None at all.
Mr. STRONG. Mr. Goodwin has a matter that he wants to bring

before the committee.
(Thereupon, 1.15 o'clock p. in., the committee went into executive

session.)
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HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Friday, March 14, 1930.
The committee met in the committee room, Capitol Building, at

10.30 o'clock a. m., on. Louis T. McFadden (chairman) presiding.
The CHAIRMAN. The committee will come to order.
Mr. Seiberling, you seem to be next on the list this morning to

question the Comptroller.

STATEMENT OF HON. JOHN W. POLE—(Resumed)
Mr. SEIBERLING. Mr. Pole, there has been a good deal said about

the Canadian banking system, and I would like to read into the record
a paragraph from an address made by A. B. Barker, of Toronto,
Ontario. It is found in the Journal of the Canadian Bankers' Asso-
ciation for October, 1929, and I read from page 81 as follows:
Many comparisons are made between the banking systems in Canada and the

United States, but there is one feature which is seldom referred to, and that isthe extraordinary difference in the attitude of the general public in each country
toward its own system. In Canada the banks are not popular, and the criticismof a certain class is very forcibly expressed in Parliament whenever the oppor-
tunity occurs. Across the border, however, this does not seem to be the case,and the average American freely asserts that, in his country, they have the finest
banking system in the world. Canadians know in their hearts that their own
System is the equal of any, but when opinions are expressed they seem to be
suffeiing from an inferiority complex, and praise that of every country buttheir own.

I suppose, Mr. Comptroller, that the unpopularity of the banks is
due to a large extent on account of the service that they render andthe price at which they render it—is that not so?
Mr. POLE. I would not like to be put in the position of admitting

the unpopularity of the Canadian banking system in Canada. That
is the opinion of one writer, but there are other opinions which differ.
Mr. SEIBERLING. You think that their system is popular over there?
Mr. POLE. I would say it is popular, with the possible exception of

western Canada.
Mr. SEIBERLING. They do not get anywhere near as large an

amount on their deposits there as we do in this country; they do notpay as much interest on deposits as we do here.
Mr. POLE. Of course, the rates of interest which we pay in this

country vary very greatly. In Canada it is much more uniform, andI think quite reasonable. Certainly the rate at which they lendmoney not only in the cities but in the farthest hamlet is very much
more reasonable and very much more uniform than it is here.
Mr. SEIBERLING. I assume that that is a very admirable feature oftheir banking system?
Mr. POLE. It is, indeed.
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Mr: SEIBERLING. The failure, however, to pay as much interest on
deposits there is due probably to lack of competition, is it not?
Mr. POLE. I would not say that: I am not prepared to say that

the average amount of interest which is paid on deposit accounts in
Canada is not as great as it is in this country Do you know that to
be true?
Mr. SEIBERLING. I only know what this gentleman says in his

address.
Mr. POLE. I would not accept that article without knowing some-

thing more about it.
Mr: SEIBERLING. This article is written on the subject of saving

deposit accounts, and in the paragraph immediately preceding the
one I read, in speaking of United States savings banks and trust
companies, he says:

These institutions operate sayings departments, but they are for real sayings,
and for that reason American banks and trust companies are able to pay higher
rates of interest on savings deposits than Canadian banks.

Mr. POLE. I do not know how authoritative that is.
Mr. SEIBERLING. I do .not, either, except that that is said in his

address published here in the Journal of the Canadian Bankers'
Association.
Mr. POLE. That is undoubtedly his honest opinion.
Mr. SEIBERLING. After my examination of you the other day,

some one said that he thought I was "out on a limb," and I want
to put this statement in the record, that, as far as I am personally
concerned, if we are going to concentrate banking in this country and
put it in the hands of fewer people, then I should favor restrictions
upon the rates which may be charged for money, and that is the
connection between my examination and the bill pending before the
committee.
Now, Mr. Comptroller, you said. the other day that you were in

favor of having banks also underwrite securities—is that correct?
Mr. POLE. Yes, certain classes of securities. The national banks

now have authority to deal in securities of certain types.
Mr. SEIBERLING. They are given the authority to deal in industrial

bonds?
Mr. POLE. Bonds, notes, and debentures are the three types of

securities which the law permits them to deal in.
Mr. AWALT. Under regulation, under our control.
Mr. SEIBERLING. But your statement was that you thought it

was perfectly proper for a large bank to have the right to underwrite
securities, and in these securities would be classed industrial bonds?
Mr. POLE. Bonds, notes, and debentures, under regulation of the

comptroller, under the present law.
Mr. SEIBERLING. Let us assume that an industry owes a large

bank in a large center $10,000,000 on notes runmng for three or four
months and that we have a stringent money market; what is to pre-
vent this bank from calling this loan, and, of course, in a stringent
money market they could not go out and borrow $10,000,000 some
other place, and to say to them "We want a first mortgage on your
property, and we want you to put out a bond issue; we will underwrite
the bonds for you, and we will pay you 90 cents on the dollar, and you
have to give us 8 per cent interest and then you have to redeem these
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bonds at a fixed price; if you do not want to do that, you pay the
loan.,,

Is there anything to prevent that?
Mr. POLE. If the notes wore due, there would, of course, be nothing

to prevent the bank from requiring their payment under any system
Of banking. As to what further arrangements for financing that
Interest there might be, would be difficult to answer. If the bond
issue were acceptable, the bank might undertake to refinance it.
Under this plan which you just suggested, if the rate of interest were
regulated, I presume that would include bonuses of stock?
Mr. SEIBERLING. Yes, and a lot of things that I have not men-

tioned in my question; there are a lot of other things I could have put
in, but did not.
Mr. POLE. All of that would, of course, have to be taken into

consideration.
Mr. SEIBERLING. If a bank did not have the right to underwrite

' the bonds, and that profit was going to some other bank, is it not
Possible that they might not call the loan?
Mr. POLE. I should say that would be possible, if the bank wished

to continue the loan and knew that it was good, that it might retain
it in its portfolio.
Mr. SEIBERLING. Where you put all these transactions into the

hands of one institution, is there not great danger that just such
Manipulations as that will be carried on in order to make a profit?
Mr. POLE. Those things might happen, Mr. Seiberling, under any

form of banking, as far as I see. The protection of the public against
Manipulation is, of course, a question of banking ethics as well as
Public opinion, and I am convinced that there will always be plenty
of banking competition in this country which would prevent undue
advantage being taken.
Mr. SEIBERLING. Not on a loan of the size I have mentioned, in a

stringent money market.
Mr. POLE. That is a hypothetical question, which would be very

difficult for me to answer.
Mr. SEIBERLING. Of course, no bank would call a loan if it thought

it was reasonably good in a money market where there was plenty of
Money, and rates were low.
Mr. POLE. Unless under your proposal it might take advantage of
situation to obtain a better underwriting arrangement.
Mr. SEIBERLING. They would not be very apt to do that if the profit

Oil the underwriting was going to somebody else. You have not in
Your experience seen many banks working for a profit for other banks,
have you?
Mr. POLE. Not often.
Mr. SEIBERLING. That is very seldom?
Mr. POLE. Yes; never.
Mr. SEIBERLING. I was glad to hear you say "never," because I

never have.
Now, I want to ask you a few questions along other lines. I have

heard a good deal of criticism of the Federal reserve system in con-
nection with the limitation on loans which can be rediscounted. Have
You heard any criticism of that kind?
Mr. POLE. That is stated in the law.
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Mr. SEIBERLING. I know .it is in the law, but have you heard
icriticisms of the law, that it s too restrictive in the particular I

mentioned?
Mr. POLE. I would not say criticism. I have heard the matter

discussed, as to whether perhaps different characters of paper might
be admissible for discount at the Federal reserve banks, such as stock
exchange loans and other classes of secured paper.
Mr. SEIBERLING. How about paper secured by municipal bonds?
Mr. POLE. I think that has also been discussed.
Mr. SEIBERLING. As a matter of fact, the member banks, in.view

of these restrictions, are not getting anywhere near as much service
out of the Federal reserve banks as they could get otherwise—is not
that true?
Mr. POLE. I think not. I think the liberality with which the Fed-

eral reserve bank has dealt with its members is quite remarkable.
Mr. SEIBERLING. But they can not go beyond the restrictions fixed

by statute, can they?
Mr. POLE. That is true.
Mr. SEIBERLING. Within those limits, they have taken care of the

situation?
Mr. POLE. Yes.
Mr. SEIBERLING. Here is a large municipal bond house in Ohio that

buys municipal bonds, and they have to carry them in the banks until
they can sell them at, they say, a present rate of 8 per cent. These
bonds only yield about 4% to 5 per cent, and in many cases the rate of
interest is limited by statute. Do you think that if the law could be
amended so that loans with municipal bonds as collateral could be
rediscounted, that would help that situation?
Mr. POLE. That is a difficult question to answer without giving

full consideration to it. As to. whether or not the classes of paper
which might be eligible for rediscount by the Federal reserve banks
should be enlarged is a question which would require a great deal of
thought, and I have not given sufficient thought to it, Mr. Seiberling•
Mr. SEIBERLING. I suppose you will agree with me that municipal

bonds are a security that should. be .classed as nearly comparable with
Government bonds as any security in the country, will you not?
Mr. POLE. Speaking very generally, I should say yes. Of course,

there are numerous instances where they are not comparable in any
respect.
The CHAIRMAN. Will you yield there?
MT. SEIBERLING. Yes.
The CHAIRMAN. I would like to ask Mr. Pole a fundamental ques-

tion. Do you consider it good practice to permit the rediscount of
loans secured by Government bonds?
Mr. POLE. I would see no objection to that. As a matter of fact,

banks indirectly have that privilege now.
The CHAIRMAN. Do you think that brokers' loans secured by stock

exchange collateral could safely be made subject to rediscount at the
Federal reserve bank?
Mr. POLE. I have not given that sufficient consideration, Mr. Chair-

man.
The CHAIRMAN. Do you think mortgage loans, when given as

security for notes to banks, could be made eligible for rediscount by
Federal reserve banks?
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Mr. POLE. I have not given that sufficient consideration. It is aveD- important question.
The CHAIRMAN. You do not care to express an opinion on that?, Mr. POLE. It requires a great deal of thought, and I would notbe prepared to answer that question now.
The CHAIRMAN. All right, Mr. Soberling.
Mr. SEIBERLING. When the Federal reserve act was passed, itwas intended to help member banks by rediscounting acceptancesfor merchandise, and so forth, was it not?
Mr. POLE. The Federal reserve banks do purchase acceptances., Mr. SEIBERLING. But in view of the fact that many corporationsnave now financed themselves by the sale of stock and have a largeamount of cash, we do not have acceptances any more to any suchextent as we did have, do we?
Mr. POLE. Yes, I think the acceptance method of financing trans-actions is increasing rather than diminishing.
Mr. SEIBERLING. It certainly is not in my city.
Mr. POLE. We are developing quite a good acceptance marketROW in New York and elsewhere, which was unknown before thePederal reserve act was passed in this country.
The CHAIRMAN. Will you yield again there?
Mr. SEIBERLING. Yes.
The CHAIRMAN. Does not a good deal of .the acceptance businesscover exportation and importation transactions?
Mr. POLE. Quite largely.
The CHAIRMAN. During the last year and a half, in your observa-tion as comptroller—and, of course, you have jurisdiction over thebanks who hold those acceptances?
Mr. POLE. Yes.
The CHAIRMAN. Do you consider that acceptances are always avery liquid form of paper, or has there been a tendency to considerthem as frozen assets?

, Mr. POLE. There may have been instances where acceptancesnave not been paid at maturity, but I know of no instance. Theyare probably considered in banking circles as the most liquid form ofPaper.
The CHAIRMAN. Under recent amendments to the Federal reserveact, the scope of the service of acceptances has been largely extended,has it not? In other words, it has been extended to cover goods inStorage in foreign countries, and in process of manufacture?
Mr. POLE. There have been certain changes in the regulations.The CHAIRMAN. Does it not cover that particular situation?
Mr. POLE. I believe that, generally speaking, that is correct.Mr. SEIBERLING. The Federal reserve banks are piling up anenormous amount of wealth, are they not?

, Mr. POLE. The capital and surplus accounts of Federal reservebanks, of course, are growing. Is that what you mean?
Mr. SEIBERLING. Yes.
Mr. POLE. Yes.
Mr. SEIBERLING. Is there any reason in a situation of that kindWhy the law should not be liberalized as to the paper that can berediscounted?
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Mr. POLE. You are going back to that same question again. I
have not given sufficient consideration to any changes in that respect
of the Federal reserve act. It is a very involved question.
Mr. SEIBERLING. I would like very much to have you give con-

sideration to it and, if you reach a conclusion, I would like very much
to have it in the record.
Mr. POLE. It is a matter to which the Federal reserve board

itself is giving consideration to, and I have no doubt that at a later
date probably a member of the board might be able to give a more
definite answer.
Mr. SEIBERLING. You will agree with me that it would help the

business of the country a great deal if the law could be liberalized
without interfering with the functions of the Federal reserve bank,
permitting the rediscount of a wider range of paper?
Mr. POLE. Due to a change in the financing of industry over the

last few years, what is known as commercial paper is decreasing in
volume, but there is usually ample credit to accommodate industry
and agriculture under the present arrangements, and as to whether it
might be found necessary to .enlarge the scope of paper which the

iFederal reserve bank should discount s quite open to question.
MT. SEIBERLING. I think that is all.
The CHAIRMAN. Mr. Steagall, have you any further questions to

ask the comptroller?
Mr. STEAGALL. Not right now.
The CHAIRMAN. Judge Brand, have you any further questions?
Mr. BRAND. I want to ask just one or two, Mr. Chairman.
Mr. Pole, in your judgment, what effect on business do the decreas-

ing of the discount rate and the increasing of the discount rate by the
Federal reserve bank have?
Mr. POLE. That would depend very largely on what the condition

of the country was at the time of the rate change. Yesterday the
rate was lowered from 4 to 334 per cent..
Mr. BRAND. What was the reason assigned for that? -
Mr. POLE. The effect of that, in my judgment, would be almost

entirely psychological, which would be good.
Mr. BRAND. You say it would have a good effect on business?
Mr. POLE. The psychological effect, I think, would be good.
Mr. BRAND. It is 3% per cent now in the New York Federal Reserve

Bank; that is the rate they reduced it to, on yesterday. Suppose that
thirty days from now, this bank runs it up to 4% or 5 per cent; what
effect would that have?
Mr. POLE. I could not answer that question. That would depend

upon the condition of the country at that time. I could not answer
that question now.
Mr. BRAND. Well, it would have a different effect than decreasing

it, would, would it not?
Mr. POLE. Judge, you are asking me what would happen in thirty'

days time if the discount rate were increased or decreased. I can not

answer that, because I do not know what the necessity for any change
might be in thirty days from now. I would like to answer your
question if I could, but I think it would be difficult for me to venture
any guess on a proposition of that kind.
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Mr. BRAND. They have reduced it now from 4 per cent to 3% per
cent, as has already been stated. What effect, in your judgment,Will this reduction have on farm commodities, and on prices generally?
Mr. POLE. I think that the psychological effect of a reduction in the

rediscount rate at this time is decidedly good. As to whether it
Would have any practical effect as far as the bank's loaning rate is
concerned, I can hardly believe that it would have any effect at all.
Mr. BRAND. It would have some effect, would it not, if they putit back to 0?
Mr. POLE. Banks are borrowing very little now from the Federal

neserve banks.
Mr. BRAND. That is one reason, I suppose, why they reduced it

t° 3% per cent, is it not?
, Mr. POLE. My opinion is that the particular reason for the reduc-
:ical in the rate at this time would be to perhaps create a little easier
'eeling on the part of the public that money was easy, and that there
Was no particular reason for retrenchment, but that business could go
.Iiead with the reasonable assurance that money would continue tobe cheap and plentiful.
Mr. SEIBERLING. Mr, Brand, if you will get the United States

UailY for this morning, you will see that it gives the reason why the
rate is down.
Mr. BRAND. I have not had a chance to z‘ad to-day's issue of this

japer, but at the same time I want to get Mr. Pole's opinion about it.had 'intended to ask this the other day, without knowing, of course,
that it was going to be reduced from 4 per cent to 3% per cent yester-
gaY, but others prolonged their questions, so that I did not have the
oPp_ortunity.
Now, Mr. Pole, it would make a decided difference in the prices offarmk _ commodities and in the prices of all other things that people

have to buy if they should run it up say thirty days from now to
1% or 5 per cent?
Mr. POLE. I think there is not much question of that, Judge.
Mr. BRAND. Mr. Pole, do you think that any such power as that

Ought to be lodged in the hands of seven men?
Mr. POLE. I think there should be no change in the number of men

la which such power is lodged.
Mr. BRAND. In any given number of men, or a reasonable number?
Mr. POLE. I have not given any thought to the question, as to

,WIlether or not the membership of the Federal Reserve Board shouldee reduced or increased.
The CHAIRMAN. Will the gentleman yield there?
BY your answer, I am infeiTing that the Federal Reserve Board

"es the discount rate—is that correct?
Mr. POLE. The Federal Reserve Board approves or disapproves

11°Z. change in the discount rate.
The CHAIRMAN. Do they ever initiate, or have they ever initiated,

a rate?
Mr. POLE. That would be a question that you would have to inquire°f the Board.
The CHAIRMAN. But you are a member of the Federal Reserve

toard?
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Mr. POLE. I have been a member since I have been Comptroller
of the Currency.
The CHAIRMAN. During your term of office as a member of the

Federal Reserve Board, have they ever initiated a change in the
discount rate?
Mr. POLE. Not to my knowledge.
The CHAIRMAN. Referring to Judge Brand's question about the

lowering of the discount rate to 334 per cent, that is the lowest rate
since the summer of 1927, is it not?
Mr. POLE. I believe so.
The CHAIRMAN. What effect did the lowering of the discount

rate have in the summer of 1927?
Mr. POLE. It had a stimulating effect.
The CHAIRMAN. Stimulating to what extent?
Mr. POLE. I was not a member of the Federal Reserve Board

then.
The CHAIRMAN. No; but you have an observation.
MT. POLE. A marked extent.
The CHAIRMAN. Is it not a fact that it did stimulate commoditY

prices about 3 per cent?
Mr. POLE. It did stimulate commodity prices, but to what extent

I would not be prepared to say.
The CHAIRMAN. It stimulated speculative activities too, did it

not?
MT. POLE. I think BO.
The CHAIRMAN. And it resulted in the export of a large amount

of gold, did it not?
Mr. POLE. There was a considerable amount of gold exported

about that time, but as to whether or not that was the reason for it,
I could not say.
The CHAIRMAN. Well, inasmuch as the rate is now lowered to 3$

per cent, do you think that similar results will come about?
Mr. POLE. It might have that tendency.
The CHAIRMAN. DO you think it might encourage speculation?
Mr. POLE. That was embraced in your question. I say, it might

have that tendency.
The CHAIRMAN. All right.
Mr. STEAGALL. Just in that connection, with your permission, Mr.

Brand 
Mr. BRAND. Yes.
Mr. STEAGALL. It was the avowed purpose of the Federal Reserve

Board, and was made known to the public some months back, that
the rate should be fixed with reference to its effect upon speculation,
was it not?
Mr. POLE. I know of no such statement on the part of the board.
Mr. STEAGALL. Maybe I have not expressed myself clearly in

technical way.
Mr. POLE. It is possible that such a statement might have been

made, but I say that if it was made I am not familiar with it.
Mr. STEAGALL. Well, in any event, the board did issue a warning'

the avowed purpose of which was to notify the public that the rates
would be adjusted in order to affect the situation unless the necessiti
for it was removed. That happened, did it not?

MEN.
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Mr. POLE. The act passed clearly indicates that Federal reserve-credit is not intended to be employed in speculative transactions.
Mr. STEAGALL. I understand that, and I am not raising any question

about that. The inquiry up to the point where I came into the dis-
tussion was with respect to the effect of the change or the various
changes in rates and as to what purpose was contemplated by those
changes, and, as I understand the situation, this change that was
recently made was not accompanied by any public statement from
the Federal Reserve Board—is that right?
Mr. POLE. As far as I know.
Mr. STEAGALL. But heretofore the board has issued statements tothe public respecting changes in rates and the purpose sought to be

accomplished by those changes—is not that true?
Mr. POLE. There have been statements made by the Federal

Reserve Board, but my recollection is vague as to the particular
language of them. Those statements of course could be supplied for
the record if you desire them.
Mr. STEAGALL. Mr. Pole, I believe you said in answer to a question

by Mr. McFadden that the Federal Reserve Board did not initiate
rates. As a practical matter, is not this true, that no Federal reserve
bank acts in a matter of that sort without a full consultation and
understanding with the Federal Reserve Board? That is the way
those changes are made, is it not?
Mr. POLE. I think that is not a fact.
Mr. STEAGALL. Do you think in practice that the Atlanta bank

Would ever change its rate to the extent of the change recently made
in New York without first taking up the matter for discussion with
the board here?
Mr. POLE. Yes.
Mr. STEAGALL. They do that?
Mr. POLE. Yes.
Mr. STEAGALL. I had this thought, that the mere technical expres-

alon describing what the board does with respect to the initiation of a
rate was a sort of a technical differentiation that meant little in

iPractice. It was my idea that n a matter of that importance, the
district bank would bring the Federal Reserve Board into conference
t!‘h that such action would not be said necessarily to have been initiatedby the Federal Reserve Board, nor, on the other hand, would it have
.been done independently of them, but that, as a practical proposition,Lt Would be in the nature of joint action.
, Mr. POLE. As a practical proposition, Mr. Steagall, it is sometimesby certain banks discussed prior to any change on the part of such
bank, but not generally so.
,Mr. STEAGALL. What is the practice of the Federal Reserve Board

With reference to changes proposed by the different Federal reservebanks?
Mr. BRAND. You mean as to the rate of discount?
Mr. STEAGALL. In the matter of fixing the rates of discount?
Mr. POLE. Whenever there is a rate change proposed, the board

discusses the question very thoroughly and approves or disapproves it.
Mr. STEAGALL. Have there been instances where the Federal

Reserve Board disapproved such rates?
Mr. POLE. Yes.
Mr. STEAGALL. How many instances of that kind?



282 BRANCH, CHAIN, AND GROUP BANKING

Mr. POLE. I am not prepared to answer that.
Mr. STEAGALL. What occurred when that situation arose?
Mr. POLE. When the Federal Reserve Board disapproves a rate?

the rate remains unchanged.
Mr. STEAGALL. Have there been instances where a rate was put in

effect, and announced by a district bank, and then for lack of approval
of the Federal Reserve Board, that rate would be withdrawn or
changed?
Mr. POLE. There may have been such instances, Mr. Congressman.
Mr. STEAGALL. What would you think of legislation to fix a uni-

form rediscount rate?
In the first place, let me ask you this question: What would you

think of requiring a uniform rediscount rate for all the banks, the
12 banks?
Mr. POLE. That is entirely too large a question to answer off-hand.
Mr. STEAGALL. Each bank has access to the loaning facilities of all

the other banks, has it not?
Mr. POLE. Yes.
Mr. STEAGALL. It is one great system under one control, as far 0

ithe Government s concerned?
Mr. POLE. Yes.
Mr. STEAGALL. That leads to the other question: What would you

think of fixing the rediscount rate by law?
Mr. POLE. I have not given consideration to that question and

could not answer it off-hand. It is far too important.
Mr. BRAND. As I understood you, Mr. Pole, none of the 12

Federal reserve banks on its own responsibility decreases the discount
rate without first consulting the Federal Reserve Board?
Mr. POLE. You misunderstood me. I said that the rates were

initiated by the banks themselves and were subject to the approval
or disapproval of the board.
Mr. BRAND. Suppose that the board disapproves a proposed in-

crease or decrease; is that final and binding on the proposing bank?
Mr. POLE. The board has the right to approve or disapprove.
Mr. BRAND. Have you ever known of the. Federal Reserve Board

disapproving any rate, either a decrease or increase in the discount
rate, proposed by the New York Federal Reserve Bank?
Mr. POLE. Yes.
Mr. BRAND. Was it a decrease or increase?
MT. POLE. Both.
Mr. BRAND. I am surprised to hear that.
Now, Mr. Steagall, of Alabama, Mr. Chairman, has asked two ques-

tions that I intended to propound, so I will finish very briefly.
Mr. Pole, does not the Federal Reserve Board recognize that thel

have full authority under the Federal reserve act to suggest to all
Federal reserve bank an increase or decrease in the discount rate?
Mr. POLE. I do not know what the opinion of the board is on thni

subject.
Mr. BRAND. Have they, in any given instance, suggested to any .0f

the banks, within your knowledge, a decrease or increase in the chs-
count rate?
Mr. POLE. If they have, I am not aware of it.
Mr. BRAND. I am going to ask you another broad question. De

YOU not think that the Federal Reserve Board feel that they have the
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authority, under the provisions of the Federal reserve act, to increaseor decrese the discount rate so as to effect the prices of farm corn-roodities and the prices of every other thing people purchase?
Mr. POLE. I could not speak for the board, Mr. Brand.
Mr. STEAGALL. Your question was whether, under the provisionsof the law, they contend that they have that authority?
Mr. BRAND. Yes.
Mr. POLE. It is a question of interpretation. I would not beauthorized to speak for the board on that subject.
Mr. BRAND. Mr. Pole, let me get down to a more practical andPersonal proposition.
As I understand, in one of the counties of the State of Georgia, andI know it is so of one or two counties in the State of Alabama, and Iknow it is so of one of the counties in Mr. Stevenson's district, everybank in the county has failed. Take the State of Georgia; it hasrepealed the law which authorized the. establishment of branch

banks. That county has no banking facilities, on account of threebanks having failed in the last 60 days.
Now, what system of banking would you advise the people of such acounty as that to adopt, where they can have no branch bank underthe law—would you advise either the chain or the group banking_ proposition?

, Mr. POLE. Between chain and group banking, I prefer group(making.
Mr. BRAND. Then, under the law of Georgia, it permitting nobranch banking at present, the Atlanta banks, for instance, couldestablish a bank down in that county where there are now no banks,could they?
Mr. POLE. An independent bank, the stock of which might beowned by certain persons who were interested m the Atlanta bank.
Mr. BRAND. It would have to be an independent bank, but itwould be within the classification of group banking?
Mr. POLE. The majority of the stock perhaps might be controlled bythe holding company in Atlanta.
Mr. BRAND. As our law exists at present, there is no opportunity 

ior those people to establish a branch bank n that particular county,Is there, under the McFadden bill or any other bill?
Mr. POLE. No, assuming that your Georgia law does not permit theor anization of a State system of branches.
Mr. BRAND. They have repealed that la. 

i 
w.

Do you not think, and is it not your opinion, that it lies within thePower of the Federal Reserve Board, by adopting a policy of deflationor inflation, absolutely to control the price of farm commodities,thereby having the effect to increase or decrease the same?
„ Mr. POLE. I think action might be taken by the Federal ReserveBoard which would affect the prices of commodities.
, Mr. BRAND. Like cotton, for instance, and wheat and corn. Ithas done it in the past, has it not?
Mr. POLE. I think the prices of commodities, as I said before,have been affected by the rate changes.
Mr. BRAND. Does not the board so construe its Federal ReserveAct as to give its board the authority—if the .board wishes to exer-cise it—to adopt such a policy as to run the prices of farm commodi-ties down, cotton for instance?
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Mr. POLE. As I stated before, Judge, assuming that you have ref-
erence to the increase or decrease in the discount rate, those changes
are initiated by the Federal reserve banks themselves and not by the
Federal Reserve Board.
Mr. BRAND. I was talking about the effect that it would have.
uppose that the Federal reserve banks get together and decide that

they are going to deflate the prices of all farm commodities, and their
action is approved by the Federal Reserve Board—and you say that

they generally approve what they ask.
Mr. POLE. I did not say that.
Mr. BRAND. I thought you said that they generally approved.
Mr. POLE. Not at all. I said quite the contrary. I said they did

not always approve.
Mr. BRAND. I said generally.
Mr. POLE. I would not go so far as to say that.
Mr. BRAND. Suppose that the 12 Federal reserve banks did decide

that the prices of wheat and cotton are too high, and that their action
were approved by the Federal Reserve Board; could they not effect

ia substantial decrease n the prices of cotton, wheat and corn?
Mr. POLE. I could not answer that question, Judge.
Mr. SEIBERLING. May I ask just one question there?
Mr. BRAND. Yes.
Mr. SEIBERLING. Mr. Comptroller, is it not a matter of quite

current knowledge that the deflation following the war, which re-

sulted in the big collapse in 1921, was caused by the Federal reserve

banks extending credit so as to keep Liberty bonds at par that had

been sold to the public?
Mr. POLE. There are some who entertain such an opinion as that.

Mr. SEIBERLING. You do not know whether that is a fact or not?

Mr. POLE. As to what their reasons might have been for a low

rate of rediscount, I would not precisely be able to say.
Mr. SEIBERLING. When they found that they could not keep Lib-

erty bonds at par—and they went down, I think, to 85, was it not?
Mr. POLE. I think it was.
Mr. SEIBERLING. Then they contracted the credit, because they

could not go any further.
Mr. POLE. Credit was contracted, but as to whether it was be-

cause they could not go further or not is debatable.
Mr. SEIBERLING. The object of liberalizing credits was not accom-

plished, and they had to reverse the thing.
Mr. BRAND. I had not finished my question, Mr. Polo, in connec-

tion with the increasing and decreasing of the discount rate. I
asked the question if the board did not feel that they had authority

to adopt a policy, in connection with the banks, which would have
the effect of decreasing or increasing the price of farm commodities,

if they saw fit to adopt such a policy?
Mr. POLE. You are asking me, Judge, to represent the opinion of

the board, and I can not do that.
Mr. BRAND. Do they not claim that they have that authority?
Mr. POLE. I do not know what the board does claim, Judge.
Mr. BRAND. I do not mean to ask an unfair question.
Mr. POLE. I know you do not.
Mr. BRAND. That is all I care to ask.
The CHAIRMAN. Mr. Goldsborough?
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Before you start, Mr. Goldsborough, I would like to finish with
Mr. Pole for this period. Later on, of course, we will have to have
Mr. Pole back again, but I am trying to arrange to finish with him
to-day. I do not want to hurry you unduly, Mr. Goldsborough, but
We still have Mr. Busby and Mr. Dunbar, and if you can arrange it
so that we can finish with Mr. Pole to-day, I think we should do so.
Mr. POLE. It is very kind of you, Mr. Chairman; I should appre-

ciate it very much.
The CHAIRMAN. The Comptroller has been very liberal in giving us

his time, and he has also given us very material information.
Mr. GOLDSBOROUGH. Mr. Pole, getting back to what seems to be

a little closer to the subject that we are here to discuss, I understood
You to say a few minutes ago that you favored group banking over
Chain banking. Did I understand you correctly?
Mr. POLE. Of the two, I should prefer group banking.
Mr. GOLDSBOROUGH. You do not think that either type of banking

la sound or good, do you?
Mr. POLE. I would not undertake to say that, Mr. Goldsborough.
Mr. GOLDSBOROUGH. Do you favor chain banking?
Mr. POLE. I do not.
Mr. GOLDSBOROUGH. Do you favor group banking?
Mr. POLE. As an ultimate system, I do not.
Mr. GOLDSBOROUGH. How do you distinguish between an ultimate

System and the system that is existing at this time?
Mr. POLE. Under the present law, branch banking is not possible.

Group banking is possible under the present law, and I know of very
?zany instances where groups have been formed which have resulted
in great benefits to the communities in which they are operating, so
that there is much good in group banking. I also know of individual
Chains of banks which are operating successfully and are well and
carefully managed; but, speaking of them as systems of banking, I
niuch prefer the branch banking idea.
Mr. GOLDSBOROUGH. I understand, but do you care to say whether

or not you approve of chain and group banking? You answered
before, but then you appeared to have modified your statement.
Do you care to make a direct statement as to whether you do or do
not approve of group banking or chain banking as being sound in
theory?
Mr. POLE. I do not approve of chain banking. do not approve

Of i.group banking as a system of banking which s best adapted to
this country.
Mr. GOLDSBOROUGH. NOW, would you favor legislation which

iWould make chain banking impossible f it were possible to formulate
kich legislation, as chain banking is now conducted?
Mr. POLE. Yes.
Mr. GoLnsnorioucii. Would you favor legi,;lation, if such were

Possible, which would do away with group banking, as now con-
ducted?
, Mr. POLE. That involves the que8tion as to what legislation would
pc offered to take the place of group banking, I think. If you ask
tile the question whether group banking should be aboiished, and
undertake to unscramble those groups which have already been
formed, I would not be in favor of that, but I would be in favor of
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regulating those groups by the extension of supervisory powers on
the part of the comptroller. But as to legislation which might affect
the future expansion of group banking, I think that I should be in
favor of limiting that and regulating it.
Mr. GOLDSBOROUGH. You would not be in favor of stopping it

for the future and making it impossible either to increase the size
of the present groups or form other groups in the future?
Mr. POLE. I think that that would correct itself automatically, if

banks were given the privilege of extending, through the method of
operation of branches.
Mr. GOLDSBOROUGH. Of course I know your view on branch bank-

ing and if you would rather not answer my question, sir, it is per-
fectly satisfactory to me. I would rather have you say you do not
prefer to answer than seem to evade it.
Mr. POLE. It is a pretty involved question; you are asking me what

I would rather do—
Mr. GOLDSBOROUGH. My question was not involved. Read the

question.
(The reporter read the question.)
Mr. GOLDSBOROUGH. That question certainly is not involved, as

far as I can tell.
Mr. POLE. It would depend upon what you have to offer in place

of group banking. If such legislation as you speak of proposed to
give something in place of group banking, I would say yes to your
question. If it offered nothing at all by way of substitute legislation,
my answer would be no.
Mr. GOLDSBOROUGH. Your answer is, as I understand it, this, that

if you can not have branch banking, you prefer group banking to
the unit banking?
Mr. POLE. Yes, sir.
Mr. GOLDSBOROUGH. I think, in your various—
Mr. POLE. May I add something there?
Mr. GOLDSBOROUGH. Yes.
Mr. POLE. Under proper regulation.
Mr. GOLDSBOROUGH. I may be confusing what you have said with

what others have said, and I am not sure that you made the state-
ment that I am now about to refer to.
In the various addresses you delivered this summer, or in your

report to the Federal Reserve Board, I believe you stated, did yoll
not, one reason for the extension of the right to establish branches
of banks, was the fact that these groups were being formed that you
you did not approve of? I may be wrong about that. That is only
my recollection. I know that has been said a great many times.
Mr. POLE. I have made objections to the group banking system,

Mr. Goldsborough, in my addresses, my particular reasons being that
it is difficult to supervise groups of banks by reason of the fact that
many groups are composed of national banks, of member banks,
and of nonmember State banks, some of which we have jurisdiction
over and some of which we have not, and for other reasons, and. I
think I have usually said as an ultimate system, I was very much in
favor of branch banking as against group banking.
Mr. GOLDSBOROUGH. Your idea is, I suspect, that if it were per-

mitted further to extend branches in accordance with the plans which
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You have suggested, that that would tend to abolish or do away
With group banking, automatically?
Mr. POLE. I feel quite sure that the groups themselves, at least

in a large number of cases, would prefer to operate under the branch
System rather than the group system and I think that that would
automatically change from one to the other.
Mr. GOLDSBOROUGH. Now, the State of California has had extensive

systems of branch banking for quite some years, has it not?
Mr. POLE. Yes.
Mr. GOLDSBOROUGH. The group banking began, I think, not more

than two years ago. Is not that right? I do not mean in California;
I mean anywhere, as far as we know it?
Mr. POLE. I think that is correct, including California.
Mr. GOLDSBOROUGH. Including California?
Mr. POLE. Yes, sir.
Mr. GOLDSBOROUGH. Now, is it not a fact that in California there

has been a great extension of group banking, as in other parts of the
United States?
Mr. POLE. I should say by no means.
Mr. GOLDSBOROUGH. Well, I did not anticipate that answer, but

the December number of the Federal Reserve Bulletin states what I
am saying to you now.
Mr. POLE. Oh, does it? I am perfectly willing to accept your

statement for it. I was not aware that group banking had developed
in California to the same degree that it had in other States.
Mr. GOLDSBOROUGH. I did not bring the Bulletin with me. I did

not anticipate that answer.
Mr. POLE. I am surprised when you make that statement but no

doubt your information is correct.
Mr. GOLDSBOROUGH. Of course, if my premises are not correct, it

is not worth while to discuss it further—that is, if my premises do not
agree with yours.
Mr. POLE. That is a question of fact.
Mr. GOLDSBOROUGH. Of fact; yes.
Mr. POLE. Decidedly so.

, Mr. GOLDSBOROUGH. Assuming that is the fact, certainly branch
Winking in California did not interfere with the development of
group banking in California?
Mr. POLE. Well, Mr. Goldsborough, branch banking is not per-

raitted any more in California than it is in any other State.
Mr. GOLDSBOROUGH. But it has been extended so much further

than any other States 
Mr. POLE. Not since the passage of the McFadden Act. These

sYstems were inaugurated and in operation prior to that time.
Mr. GOLDSBOROUGH. Yes.
Mr. POLE. No branches have been created outside of the cities

since that time.
Mr. GOLDSBOROUGH. They have state-wide branch banking there

too?
Mr. POLE. Neither can a large bank or any other bank operate a

SYstern of branches unless it wishes to remain outside of the Federal
Reserve System.
Mr. GOLDSBOROUGH. Well, the point I was emphasizing or trying to

emphasize, was that branch banking had not stopped group banking.
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Where branch banking has been in existence in a very practical way,
it has not interfered with group banking, where you indicate your
branch banking system would probably do away with a system that
you probably disapprove of.
Mr. POLE. There is no branch banking now.
MT. GOLDSBOROUGH. In California?
Mr. POLE. They can not extend their branch banking systems and

remain in the Federal Reserve System.
MT. GOLDSBOROUGH. I am thoroughly aware of it. But they do

have branch banking and have it all over the State and it has not
stopped group banking.
Mr. POLE. It would stop group banking, in my opinion, if those

groups were permitted to operate under a branch system. But it ig
because there is no right for a bank to operate branches that the
group systems are developing.
Mr. GOLDSBOROUGH. Then, as you said a few moments ago, the

group system is a lesser evil than the unit system?
Mr. POLE. I said that a group system was preferable to the chain

system.
Mr. GOLDSBOROUGH. You said it was preferable to the unit system,

also?
Mr. POLE. Yes; I would agree with that.
Mr. BRAND. What do you mean by "unit system"?
Mr. GOLDSBOROUGH. Independent banks.
The CHAIRMAN. Will you yield for a question?
Mr. GOLDSBOROUGH. If you can defer your question, I would

appreciate it, because I thinkI have something going now.
The CHAIRMAN. I think this is in line with your questions.
Mr. POLE. I want to ask, in line with the questions that have been

put and answered, in regard to chain and group banking: You have
recommended that branch banking. be extended to trade areas and
stop there. I think that is correct, is it not?
Mr. POLE. Yes; except that I— .
The CHAIRMAN. You have also said that you would like to pro-

hibit the control of those main banks in trade areas by another grouP
or bank; for instance, like—
Mr. POLE. A consolidation of a large group so as to form a banking

monopoly.
The CHAIRMAN. Yes.
Mr. POLE. I have.
The CHAIRMAN. If you stop there, group banking and chain bank-

ing will continue as it is now operated under State law, will it not?
Mr. POLE. It might do so.
The CHAIRMAN. Then, under your plan, you would not stop grouP

and chain banking in the United States?
Mr. POLE. There might still be chains and groups formed after the

passage of such branch banking legislation as I have suggested.
The CHAIRMAN. It is all proceeding under State law now, and 1?0

national law could forbid the continuance of State group and chalo
banking, could it?
Mr. POLE. The fact that the Federal reserve system might, as

condition of membership, impose such conditions as would make
impracticable, might stop it.
The CHAIRMAN. Is that your suggestion for controlling it?
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Mr. POLE. I made no suggestions for controlling that, Mr. Chair-
man.
The CHAIRMAN. Do you care to make a suggestion?
Mr. POLE. Not at this time.
The CHAIRMAN. Well, inasmuch as you have asked for an extension

of branch banking to trade areas and you have expressed your unquali-
fied opposition to group and chain banking .
Mr. GOLDSBOROUGH. Not to-day, but previously, as I understandit. To-day he defends group banking over unit banking, as hinder-

Stood his answer.
The CHAIRMAN. I think it would be helpful to the committee if

You will tell the committee just how you propose to stop group and
chain banking under your plan of extending branch banking in trade
areas.
Mr. POLE. My plan is this: If banks are given the right to operate

branch systems, the advantages. would be such as to automatically
convert these groups and chains into branches for the most part.
Mr. GOLDSBOROUGH. Mr. Pole, the arguments which have been

made by you, I think, as well as other?, in favor of branch banking,.
have been that it is necessary to do it in order to enable the national
bank system to compete with State banking systems which do permit
branch banking. That is a fact, is it not?
Mr. POLE. That is a factor. .
Mr. GOLDSBOROUGH. You distinguish between a fact and a factor?
Mr. POLE. Yes.
Mr. GOLDSBOROUGH. I see. Now, yr. Pole, suppose it were prac-

ticable for Congress to pass legislation which would entirely stop
branch banking within the States. Would you still then recommend
an extension of branch banking by the Federal Government?
Mr. POLE. Yes.
Mr. GOLDSBOROUGH. Suppose it were possible for Congress to pass

legislation which would stop chain and group banking right where it is
Within the States—State banks—would you then think it proper for
Congress to pass legislation which would stop further group or chain
banking among national banks?
Mr. POLE. Not without offering something in its place.
Mr. GOLDSBOROUGH. Do you not think in communities where

banks have failed on such a scale as to indicate there was something
radically wrong, that the community had failed first before the bank
had failed?
Mr. POLE. Under the present system that might be correct.
Mr. GOLDSBOROUGH. Is it not a fact, Mr. role, that this condition

of failures, which you have testified to, and which has been made a
Matter of comment in numerous articles by yourself and others duringthe last six or eight months, is .almost entirely directly attributable
to the after-war conditions in this country? .
Mr. POLE. No. The number of banks which have failed includesa large number of banks which have been organized since the war.
Mr. GOLDSBOROUGH. Well, I do not know about the percentages.
Mr. POLE. It is at least 10 per cent.
MT. GOLDSBOROUGH. HOW IS that?

, Mr. POLE. At least 10 per cent of failures have been of banks whichhave been organized since the period referred to.
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Mr. GOLDSBOROUGH. I will change the question. Is not substan-
tially all of the 90 per cent of banks which were in existence prior to
the war and which have failed since the war, have not these failures
been the result of after-war conditions?
Mr. POLE. I should say not.
Mr. GOLDSBOROUGH. Do you not believe it is true to a very great

extent?
Mr. POLE. To an extent, Mr. Goldsborough.
Mr. GOLDSBOROUGH. Have you any idea to what extent?
Mr. POLE. Well, to a considerable extent.
Mr. GOLDSBOROUGH. Do you think it is fair, in attempting to

conduct a judicial—I am not referring to these hearings here—in
attempting to argue this matter judicially, do you think it fair to
lay the great accent which has been laid on the failure of small banks
since the war in the last nine years, as any real evidence of the break-
ing down of the unit system?
Mr. POLE. I do, indeed.
MT. GOLDSBOROUGH. You have just said that you thought after-

war conditions were very largely the cause of these failures. You
could not tell to what extent. If you can not tell to what extent,
but you think to a large extent, how are you in a position to say?
Mr. POLE. I think failures have been accentuated to a considerable

extent by the economic conditions in the agricultural sections of the
country, but I do not think that is the basic reason.
Mr. GOLDSBOROUGH. Mr. Pole, is it not a fact that banks have

been gradually failing and trying to hold on and one would be a little
stronger than another and then first one would fail and then another/
almost all due entirely to after the war deflation? Banks filled
with frozen paper, bad mortgages, etc., have been just hanging on and
gradually, first one then another, would fail as time went by. We
countrymen have understood that to be the condition.
Mr. POLE. I agree that that has had its effect.
Mr. GOLDSBOROUGH. Now, if that is the cause, if that is the reason,

it does not constitute an argument against the unit system. If a
man has got a pimple on his hand and it may be caused from fifty
different diseases, no doctor would say, arbitrarily, it was because
of some disease he was interested in, you know.
Now, Mr. Pole, I have made rather careful inquiry from the

Bureau of Investigation of the Federal Reserve Board and I may be
mistaken—I will not undertake to tie them into this because they
may say I am wrong and they might not have meant exactly what
I thought was in their minds—but I am strongly of the opinion that
they think that a substantial number of these failures which have
happened in the last nine years, are directly caused by the after-war
deflation.
Mr. GOLDSBOROUGH. Do you think it is possible—practically pos-

sible—for a bank of $25,000 capital to make a success?
Mr. POLE. There are such banks that can be made successful and

are successful to-day.
Mr. GOLDSBOROUGH. Do you think it is possible for a bank with a

less capital than $25,000 to succeed?
Mr. POLE. There are undoubtedly banks with less than 823,000

capital succeeding.
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Mr. GOLDSBOROUGH. A mere illustration is never convincing, but
in 1909, I was the attorney in the set-up of banks in my own com-
munity with a capital stock of $12,000. They both have been wonder-
fully successful.
I sent for the last statements of each bank, but I have had only one

answer so far. This institution has been in extence in a little place of
300 inhabitants for nearly 21 years now. It has absolutely around it
nothing but a rural community and is surrounded, within a radius
of 7 or 8 miles, by large banks in county seats—comparatively
large banks. That bank paid a dividend of 6 per cent from its
inception. Since 1918 it has paid a dividend of 20 per cent. It has
always paid 4 per cent on savings deposits. It has about $4 in the
savings deposits to every $1 it has in commercial deposits, and its
stock is now worth 8 for 1. Its capital stock is $12,000; surplus
S73,000 and undivided profits, $7,928.80, according to this last
statement. Its deposits are $780,000 plus. It pays its cashier
83,200 a year. That is the Hillsboro, Queen Anne, Bank of Hillsboro,
Md.
The other bank I have in mind is the Goldsborough Bank of Golds-

borough, Md., a village of about 150 inhabitants. It has done nearly
as well.
Do you think that the banking business is like any other business?

If you are a good banker, you bank makes money and if you are not
a good banker your bank does not make money? Do you not think
that is the real crux of the situation?
Mr. POLE. I think that is a very important phase of it and much

more important, perhaps, than the question of economic conditions
to which you refer.

I assumed these banks to which you refer were not affected by the
economic conditions?
Mr. GoLnssoRouGH. Yes sir; after the war they were loaded up,

f)ut came out all right.
Mr. POLE. By reason of good management?
Mr. GOLDBBOROUGH. By reason of good management; yes. The

,section, the eastern shore of Maryland, is just as distinctly rural as
1°Nva. I am satisfied of that.
Mr. POLE. My point is that the reason for the bank failures in

communities is not entirely—I think you used the word—due to
economic conditions because these banks, as you say, were just as
aubject to them as other banks in rural communities. It survived and
Other banks failed.
Mr. GOLDSBOROUGH. Mr. Pole, with the good roads we have now

and telephones, radio and frequent bank meetings and the very,
very close touch that the country banks are in now with the metro-
Polltan banks, do you not think that country bank management is
iniproving very, very rapidly, especially in the last 10 years, just
as the country doctor or country lawyer and other professional menare radually reaching the average level?

fr. . POLE. We have in our office so very, very many evidences of
Poor bank management, Mr. Goldsborough, that it is doubtful, in
r11Y mind, as to whether the better element among the bankers is
nding a resting place among the small country banks. I doubt very

rinich whether the management of country banks, speaking generally,
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has improved, perhaps in proportion to the other branches of business

and professions.
The CHAIRMAN. Will you yield a moment?
Mr. GOLDSBOROUGH. Just one other question, if you can reserve

that.
I have an article that I cut out of some paper yesterday. I think

it is the Marylander and Herald, probably one of our local papers.
It is in the pot metal type and evidently taken from some city paper.

A survey of State banking departments by the State bank division, Amerian
Bankers Association, discloses a distinct tendency the last five years to take
bank supervision out of politics, to increase the discretionary powers of banic
commissioners, to lengthen their terms of office, to supply them with adeqte
forces of qualified examiners and to relieve banking departments of duties foreign
to banking, says a recent statement.

Then the statement continued, and finally this is said:
The office of bank commissioner is now operated as an independent department

of State government in 34 States.

Do you not think that the management of country national ban'5
is comparable to the management of country State banks?
Mr. POLE. Y09.
Mr. GOLDSBOROUGH. And do you not think that the management

of country State banks is being greatly assisted by the increasinglY
efficient State bank departments?
Mr. POLE. No doubt the State banking departments do render 0

great deal of assistance to the executives of the banks in the matter
of management.
Mr. GOLDSBOROUGH: Now, Mr. Chairman, I beg your pardon. I

wanted to finish that line.
The CHAIRMAN. Have you finished with the witness?
Mr. GOLDSBOROUGH. Oh, no.
I gather from what you stated the other day, that you though;

mergers in the central reserve cities of New York and Chicago hau
proceeded far enough. Did I interpret what you said correctly?
Mr. POLE. I do not recall having made such a statement as that,

Mr. Goldsborough.
Mr. GOLDSBOROUGH. Well, my recollection is quite distinct, btIP,

of course, I may be wrong. Mr. Busby thinks you stated you are In
favor of larger banks.
Mr. BUSBY. My recollection is that in a very short answer

stated that you were not in favor of larger banks than now existed 1-0
centers like New York and Chicago.
Mr. AWALT. He did not say that.
Mr. BUSBY. Then, the answer is, he did not say that.
Mr. POLE. Let me answer my own questions.
(Discussion off the record.)
Mr. GOLDSBOROUGH. I will put my question another way. MY

recollection of the statute is that the Comptroller of the Currency WO
to approve mergers.
Mr. POLE. Consolidation.
Mr. GOLDSBOROUGH. That is the same thing, as far as I know.
Mr. POLE. Practically so. I might qualify it by saying that the

Comptroller of the Currency approves consolidations; but a bank,
has the right to purchase the assets and assume the liabilities 0'
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another bank, without approval of the comptroller, which is, in
effect, a merger without the approval of the comptroller.
Mr. GOLDSBOROUGH. Mr. Pole, last summer .the Guaranty Trust

Po. and the National Bank of Commerce consolidated, did they not,
In New York?
Mr. POLE. Yes.
Mr. GOLDSBOROUGH. Was that consolidation approved by the

Comptroller of the Currency?
Mr. POLE. No, sir; it was a consolidation under State charter, the

national bank going into liquidation. The comptroller's approval
waS not necessary.
Mr. GOLDSBOROUGH. NOW, Mr. Pole, suppose the National City

'lank and some other large institution in New York wanted to con-
solidate—really wanted to do it and made up their minds to do it, and
set the machinery to work with the vast influence they have, to get
the consent of any Comptroller of the Currency?
Mr. POLE. Yes.
Mr. GOLDSBOROUGH. The only thing he could do would be to grant

the permission?
Mr. POLE. Not at all.
Mr. GOLDSBOROUGH. The only practical thing to do?
Mr. POLE. Not at all.
Mr. GOLDSBOROUGH. I am not referring to you, you understand.
Mr. POLE. I understand.
Mr. GOLDSBOROUGH. You never were subject to that ordeal, were

You, of trying to resist a situation of that kind?
Mr. POLE. Of that magnitude, no; but of considerable magnitude,

Yes.
Mr. GOLDSBOROUGH. It is not pleasant, is it?

iMr. POLE. By no means, but t is done.
Mr. GOLDSBOROUGH. It is done up to a certain point and then

resistance breaks down inevitably.
What I am trying to get at is this: Of course, your theory is that

under this trade area plan of yours, there would be sufficient compe-
tition always to protect the rural communities from autocratic credit
domination.
Mr. POLE. That is my feeling.
Mr. GOLDSBOROUGH. IS it not a fact that as groups get larger and

get further away from smaller groups, they inevitably get closer and
Closer in their manner of approaching things and in their point of
view and in their selfish interests? There is pretty near consolidation
!here at the top. Now, two, three, four, five, or six very large
Institutions in a city who, together, dominate the credit situation,
gradually find it to their interest not to fight each other but to
cooperate in their policies, and so, even though they do not consoli-
date, is there not a tendency for them so to cooperate in matters of
Policy with those who are nearly as strong as they are, so as practi-
9allY to do away with any real competition? That is my experience
in other walks of life.
, Mr. POLE. With regard to banks, I would not see why there would
oe any more reason for diminishing competition than there is now.
anking competition is rife in the cities. Just because they were

Permitted to put out small branches in that direction or this direction,
de you think that would make competition any less keen? With
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enlarged opportunities for banks, would competition be any less
keen? I should think not. I think it would be accentuated.
Mr. GOLDSBOROUGH. You do not think gradually and more grad-

ually they would find that it was to their interest to merge to stop
competition?
Mr. POLE. I think there might be a certain amount of merging

going on, as there is to-day, but I do not think the time would ever
come when the banking business of the country would be consolidated
in a very few hands. Banking is a business, and if properly conducted
is a profitable business and a necessary business, and I see no reason
why competition should not be keen.
Mr. GOLDSBOROUGH. Now, Mr: Pole, in this country at this time,

we are going through a. n epoch which is, by a great many, viewed withgreat alarm. There is a tendency to consolidate in every industq
and in every walk of life. Of course, it is very evident in public
utilities and chain stores and in mail-order houses, and three thing's
that are right on the surface and that we all see. But it is so in everY
other business. It is so in the professions; for instance, take the legal
profession as an illustration. A man buys an automobile and he
insures it. If he has an accident he is represented by the insurance
company. The insurance company, in turn, has a law firm in some
city which represents it, so that the country lawyer is gradually
eliminated.
The same thing exists among the doctors; in other words, what I

am driving at is this tendency has gotten into the final place it would
drift to and that is the learned professions. Now, it is a tendencY•

It may be that 25 or 30 years from now, we will all sleep in the
country and all work in the city, because there will not be any other
place to work and that our farming will be done by great corporations
who own thousands and thousands of acres of land and that work
the farms by machinery. This may be inevitable and it may not be
possible to stop it no matter how much we. may deplore it.
As I see it, any monopoly of credit will accelerate that situation

more than anything else, because. credit controls everything else
economic in the community and is it not the province of statesman'
ship, if it has any, to rather restrain that tendency than accelerate it,
until, of course, it becomes clearly demonstrated that you are in an
actual economic cycle?
pi Is there any reason why we, as legislators, should sit here tied
deliberately formulate a plan to accelerate that condition unless we
think it is a good one? It certainly can not be that the people in th.e
country are suffering for want of banks. I will guarantee we can sit
here from now to the first of July, Mr. Pole, and you will not find
single country banker here asking that his bank be transformed into
a branch banking system or any community coming here and asking
for a branch banking system.
That is my question. Do you think it is the part of legislator,

who have the public interest at heart and who are bond to visualize
the future, in so far as they can, to accelerate a condition of that
kind or to restrain it in so far as it can be done?
Mr. POLE. I do not think it is the part of legislators to participate

in such acceleration, but under my suggestion. of a branch banlang
system, the question of decentralization of credit is a very importan$
part of it. I think you will find in very many sections of the countr1
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to-day, that the presidents and executive officials of .independent bank
are importuning the large group bankers to admit them into their
SNUBS. That is my information from those people who are in that
business. That, of course, is a matter than can be easily demon-
strated, during the hearings as they develop.
Mr. GOLDSBOROUGH. That is all, Mr. Chairman.
The CHAIRMAN. MT. Dunbar.
Mr. DUNBAR. You stated a few moments ago, decentralization of

credit is a very important object to be attained by branch banking.
Is that right?
Mr. POLE. Yes.
Mr. DUNBAR. The other day I made the statement that the argu-

inent was used by proponents of the Federal reserve system in favor
of the passage of the bill, that decentralization of banking credits
would be diverted from New York and I understood you to state
that the Federal reserve banking system had. decentralized credit
from New York, but that the credits had grown in other communities,
giving the impression that centralization of banking credits was
effective in New York.
Now, I get my 
Mr. POLE. I am not agreeing to that.
Mr. DUNBAR. I know you are not.
Mr. POLE. I am not agreeing to that being a correct statement of

What I said.
Mr. DUNBAR. Pardon me. What did you say?
Mr. POLE. I said that while undoubtedly there had been a large

Increase in deposits in New York, I was not prepared to say they
Were out of proportion to the increase of deposits in other parts of the
country.
Mr. DUNBAR. That is what I understood you to say and perhaps

1 did not make my observation and thoughts clear.
. Mr. Carter Glass, who was the author of the Federal reserve act,
In a speech made the statement that the operations of the Federal
reserve system had centralized credit in New York City, and I talked
to him yesterday. He said that it was absolutely true that the oper-
ations of the Federal reserve system had increased, to a very, very
great extent, the centralization of credit in New York City. You do
not agree with him?
Mr. POLE. I agree with him, but I do not know whether it has

nicreased out of all proportion to the increase in other sections of the
country. There is no doubt but that it has. increased in New York.
Mr. DUNBAR. His idea was that it had disproportionately increased

and to all intents and purposes, had increased beyond the intention
of the proponents of the bill.
Mr. POLE. I am not prepared to say.
Mr. DUNBAR. Have you any record of the statements of the credits

of banks in New York City before the passage of the Federal reserve
act, together with other cities? Of course, now, they have very
greatly increased, but have you those statistics from which we could
Obtain an idea of the proportionate increase in the respective cities?
Mr. POLE. Yes.
MT. DUNBAR. Will you publish them in your remarks?
Mr. POLE. There will be no objection to publishing them.



296 BRANCH, CHAIN, AND GROUP BANKING

(The figures referred to are in course of preparation and will be
furnished later.)
Mr. DUNBAR. You said that the capital and surplus of the Federal

Reserve System had very largely increased
Mr. POLE. Yes, Sir.
Mr. DUNBAR. The amount of the franchise tax paid to the Federal

Government last year by the Federal reserve-system banks, was
$2,900,000. How is the amount arrived at that they shall pay the
Federal Government?
Mr. POLE. After paying a 6 per cent dividend to their shareholder's.

The Federal banks are permitted to increase their surplus and their
earnings until it equals the subscribed capital, after which 10 per
cent of the earnings go to surplus, and the balance goes to the Goverfl.
ment as a franchise tax.
Mr. DUNBAR. After the war, the amount of money paid to the

Federal Government, instead of being $2,900,000 was $60,000,000 a
year, or twenty times more than now paid by the Federal reserve
banks. Was that because their earnings were so much greater at
that time in proportion to their capital stock?
Mr. POLE. Obviously, I would say so.
Mr. DUNBAR. Then, the Federal reserve banks are not making as

much money now as they did nine years ago?
Mr. POLE. I think some of them are and some are making less.
Mr. DUNBAR. Not in the aggregate, because in the aggregate that

paid last year to the Federal Government $2,900,000, instead 01
$60,000,000 annually some 9 or 10 years ago.
Mr. POLE. Those complete figures on the earnings of the Federal

reserve banks have been furnished the record, Mr. Dunbar.
Mr. DUNBAR. I know, but I would like to know some reason for

the fact 
Mr. BUSBY. May I suggest this, that the building program of the

Federal reserire banks has taken $160,000,000 out of the earnings
for the last year or two?
Mr. DUNBAR. Would that affect the amount of the franchise ta%

paid by the Federal reserve banks?
Mr. POLE. Yes, sir.
Mr. DUNBAR. And the suggestion was made the other day that

the amount of the franchise tax paid to the Federal Government might
be used to reimburse depositors in the national banks which have
failed. Would the $2,900,000 pay the losses—be sufficient to pal
the depositors in national banks which have failed and which did not
pay their depositors 100 cents on the dollar?
Mr. POLE. It will be impossible to tell that because banks which

have failed last year have only started on their liquidation and it
will depend on how they liquidate. I think that $2,900,000 would
not be nearly enough to pay that.
Mr. DUNBAR. Another question: The Federal reserve bank has,

reduced its discount rate to 3% per cent. What is the amount 01
discount of the Bank of England to-day?
Mr. POLE. Four per cent.
Mr. DUNBAR. The reduction of the Federal Reserve rate to 3)i

per cent, if it is less than the rate charged by the Bank of England--
does that cause an outflow of gold from the United States to England?
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Mr. POLE. it might make some little difference.
Mr. DUNBAR. It might make some little difference?
Mr. POLE. Yes, sir.
Mr. DUNBAR. Then, that outflow of gold from the United States

to England would reduce the available credit of our banks?
Mr. POLE. Well, the gold reserve would have to be very materially

reduced before the Federal reserve banks would feel the effect of that.
Mr. DUNBAR. I note in financial newspapers that great importance

is paid to the outflow of gold from the United States on our business
and credit systems.
Mr. POLE. Yes, sir.
Mr. DUNBAR. So that if there is any outflow due to the 334 per cent

rate, notwithstanding our business men can. obtain money at a less
amount, it would pretty near balance the situation?
,Mr. POLE. I do not think, under the present circumstances, there

Will be very much outflow of gold. The Federal reserve banks
themselves are probably almost at their high point as to gold reserve,

iso that the difference would not affect, n a practical way, the amount
of credit which could be extended by the Federal reserve system.
Mr. DUNBAR. Dining the last year, the Federal reserve banks

were criticised for raising the rates for the purpose of preventing
sPeculation. I do not say they did so, and you would not care to
commit yourself on that subject anyway. But was not a large amount
of the speculation due to the fact that last year the corporations of
the country loaned their surplus for the purpose of speculation?
Mr. POLE. That was a very important factor.
Mr. DUNBAR. The Federal Reserve Bank officials were apprehen-

sive all along that the debacle of speculation would result just as it
did, were they not?
Mr. POLE. I can not speak for the Federal Reserve Bank officials.
Mr. DuNnAn. But you believed that?
Mr. POLE. I think that may be correct.
Mr. DUNBAR. Now, another question. You have heard a great

deal, about the unit bank and about its being driven out of businessby branch banking. Branch banking would d. rive the unit banking
sYstem out of existence, according to my notion, the same as chain
stores to-day are driving out the individual stores in our respectivetowns.
Mr. POLE. You are making that statement?
Mr. DUNBAR. I am making that statement. Does it agree with

your idea?
MT. POLE. No.
Mr. DUNBAR. You do not believe that branch banking would drive

out the unit banks?
Mr. POLE. It has not done so where branch banks are in operation.
Mr. DuNBA.n. How could a branth bank go into a community with

several banks of $100,000 capital and have available to loan in that
community $200,000 to a corporation or an individual instead of
$20,000 and not drive those other banks out? Would not that be a
natural sequence?
Mr. POLE. Well, you are assuming a great many things there, Mr.

"unbar i. In the first place, f the banking facilities in the particular
community to which you refer were ample, it might not be possible
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for the branch bank to go in there, with its branches, unless it pur-
chased one of the going banks.
Mr. DUNBAR. I know it could not go in there without the consent

of the Comptroller, and also unless it could be shown that the branch
bank was needed.
Mr. POLE. That is my answer, substantially.
Mr. DUNBAR. Yes, but it is my opinion that branch banking would

go into all these communities. They would find some reason for
being established and these unit banks would be eliminated and caused
to cease to exist—the local unit banks which we have. Now, you do
not believe that?
Mr. POLE. Not necessarily. A great many unit banks will tell you

they do not want any better competition than a branch of a city bank.
Mr. DUNBAR. That is all, Mr. Chairman.
The CHAIRMAN. Have you any questions, Mr. Busby? We have

just five minutes left.
(Discussion off the record.)
The CHAIRMAN. The committee will stand adjourned until Tuesdal

morning at 10.30 o'clock a. m.
(Whereuppn, at 12.55 o'clock p. m., the committee adjourned until

Tuesday, March 18, 1930, at 10.30 o'clock a. m.)
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TUESDAY, MARCH 18, 1930

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Washington, D. C
The committee met in the committee room, Capitol, at 10.30 o'clock

L ,m., Hon. Louis T. McFadden (chairman) presiding.
-the CHAIRMAN. Now, MT. Busby, if you will take the witness.

STATEMENT OF HON. JOHN W. POLE--Resumed

Mr. BUSBY. Mr. Pole, I want to ask you a few questions which
InEtY be general in their nature, before we get down to the discussion
of banking and finance.

IN speaking of the national banks, the State banks, the holding
ePm.panies, and of branch, chain, and group banking, and other
sannar entities which have considerable proportions in the banking
World, I take it that we are all agreed that no major part of this
StYstem could be ignored or left out of consideration when it comes
%qui operations in the field of finance. IS that your view?
Iskv!r. POLE. My view is that every major point which might affect
eitun, group, or branch banking should be given consideration.

,`vir. BUSBY. Suppose that any one part of this group—and this is
aLnYpothetical question—or any one part of a financial organization
Sliould be discriminated against or should fail in whole or in part,
"'lid not that in a sense affect all the other parts?
Mr. POLE. It might do so.
"jr. Busuv. Is there not a sympathetic response in the financial

world to any sort of a failure of a financial unit or an institution
which is as far reaching as any of these I have mentioned?
,Mr. POLE. Undoubtedly its effect might be felt.
Mr. BUSBY. Is it not true in the commercial and investment world?
Mr. POLE. I think that might be said to be true.

„ Mr. BUSBY. Now, coming particularly to the subject of bank fail-
"res, You have stated that by far the greatest number of bank failures
Were among small banks.
Mr. POLE. Yes.
Mr. BUSBY. Do you not also think that the greatest number of

sank failures have been confined to certain territories in the United
ta,tes, where a period of undue inflation has been experienced?

Ti POLE. Failures of banks have been scattered all over the
i',11,1ted States. The record shows that in the agricultural districts

been most prevalent.
r BUSBY. Is not the bank in the agricultural district of necessity
_equired to make loans on collateral that is more hazardous than the
52111ateral furnished on loans in the metropolitan centers?
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Mr. POLE. Loans in the agricultural sections are not quite so well
fortified as they might be in the i. ndustrial sections.
Mr. BUSBY. Is not the stability of the collateral often dependent

on weather conditions, crop conditions, and future developments?
Mr. POLE. Those are all factors.
Mr. BUSBY. Where a crop is mortgaged that has not been planted,

that is a very important factor, isn't it?
Mr. POLE. Quite.
Mr. BUSBY. Frequently the banks in the agricultural sections take

as security mortgages on crops that have not been planted—is not
that true?
Mr. POLE. I think that is the custom in some parts of the country.
Mr. BUSBY. What is your view with regard to that custom, as to

whether that type of security ought to be accepted by banks?
Mr. POLE. I would not say that that type of security is generally

taken, but I think usually the loans are made on crops which have
been planted, but the proceeds of those loans in such cases are used
gradually as the time goes on and the crop approaches maturity.
Mr. BUSBY. IS it not a fact that there is one system of banking

which applies to the metropolitan centers, and another system of
banking and security which has to be used in the country districts
and small towns?
Mr. POLE. Yes.
Mr. BUSBY. The two systems are not altogether alike, especially

from the standpoint of the type of security that may be offered by the
borrower, are they?
Mr. POLE. That is generally correct.
Mr. BUSBY. Now, with further regard to bank failures, referring

to the hearings on page 4, I find that four States along the Atlantic
coast—North Carolina, South Carolina, Georgia, and Florida—with
a population, based on the 1920 census, of 7% per cent of the popula-
tion of the country, have had 729 bank failures, or 15% per cent of the
bank failures of the country.

I also call your attention to another . rather well-defined section

of our country, Minnesota, Iowa, Missouri, Oklahoma, North Dakota,

South Dakota, Nebraska, Kansas, and Montana, nine additional

States in the central Northwest, a purely agricultural section, which

nine States had a total of 2,768 bank failures in the period from 1920

to 1929. That territory represents 14% per cent of the population

and represents 56% per cent of the bank failures during the period of

time I have mentioned.
Taking the two areas together, I find that the 13 States mentioned

with 22 per cent of the population of the country, have had 71.6

per cent of the bank failures of the country, while the other 35 States,

with 78 per cent of the population of the country, have had only 24.4

per cent of the bank failures from 1920 to 1929.
If you have given any thought to the situation in these two par-

ticular areas, do you not seep these bank failures something besides

the fact that they were individual banks and not in a chain or branch

system?
Mr. POLE. Yes, I see quite a difference.

Mr. BUSBY. IS it not a matter of common knowledge that the terri-

tory about Florida and north of Florida, in the States I have men
-
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tioned on the Atlantic coast, has experienced a considerable period of
inflation in land values during the last nine years?
Mr. POLE. Yes.
Mr. BUSBY. Much of the security offered and taken by the banks

in that territory was based on lands in that section, was it not?
Mr. POLE. Quite largely so.
Mr. BUSBY. And do you not think that it was the inflation of value

Of lands and real property, and then a collapse of those values, that
Primarily caused the failures of the banks in the section we are now
discussing?
Mr. POLE. That had a lot to do with it. rt 44 ':0,4P41
Mr. BUSBY. Now, going to the other territory in the central North-
,West, the nine States mentioned a moment ago, is it not a fact that
during the postwar period, land values in that section grew to a pro-
portion far beyond that which had existed at any time prior to that
Period?
Mr. POLE. I think so.
Mr. BUSBY. That is an agricultural section, is it not?
Mr. POLE. Yes.
Mr. BUSBY. The basis for the business and commerce of that sec-

tion is very largely agricultural, is it not?
Mr. POLE. Quite largely so.
Mr. BUSBY. Stock raising enters into consideration to a considerable

extent in that territory, does it not?
Mr. POLE. It does.
Mr. BUSBY. Considering the fact that the nine States mentioned inL 
central Northwest section of the United States, with a population

of 14% per cent, had 56% per cent of the bank failures during the nine
Years mentioned, do you not see that the inflation of values in that
section, and then the inflation coming to an end, was the direct cause
of the failures there?
Mr. POLE. Certainly it was a very important factor. However,

we must bear in mind that all banks were not affected. There were
large number of banks in those sections which you referred to which

"ve gone through this period of deflation and are still operating and
?Perating successfully, and the large banks have been practically free
'Tom failures, and they were faced with the same economic condition.

Mr. BUSBY. Can you tell the committee why they were able to go
t.lyough this situation and why the great number of the banks which
aid fad went under; in a general way?

•Mr. POLE. In a general way, the large banks were operated more
!cientifically; the loans were more carefully made, their judgment was
netter, they saw further ahead and, with regard to the smaller banks,
he same reasons might apply, which might be summed up very
largely in the question of management. A small bank might be
ter/fled more or less of a fair-weather bank, because if it is faced with
successive crop failures the support in the way of capital structure
anU savings is not sufficient to enable it to take care of its losses,
whereas the larger banks, of course, are much more able to do so.
_ Mr. BUSBY. The people in that section of the country, being largely
1.1gaged in agriculture and stock raising, will of necessity have that
kind of property, including their lands, to offer as security for credits,
will they not?
Mr. POLE. Yes.
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Mr. BUSBY. If they can not get credit on their lands, their agricul-
tural products, and stock-raising activities, what collateral would yousuggest that they could offer to the large banking systems in order to
secure needed credit?
Mr. POLE. The larger banking systems, under my suggestion,

would cover a wider, and do cover a wider, diversification of interests.
As I say, they make loans more carefully and more scientifically.
Mr. BUSBY. Do you mean by "more carefully" that they do not

make the loan unless they can see absolute certainty in its return?
Mr. POLE. I would not go so far as to say with absolute certainty,

but I would say that they do not make them so freely, and it is nobenefit to a borrower to borrow more money than he can pay back.Banks that are scientifically managed generally realize that if loans
are made too freely, it hurts both the lender and the borrower.
Mr. BRAND. IS it not true that these large banks, especially in thecities, do not lend their money on lands or on crops?
Mr. POLE. In the cities, they generally would not be offered thatcharacter of security to the same extent.
Mr. BRAND. A farmer who has nothing to offer except his land orhis crop can not go to any big bank and borrow a dollar in my country.

I would like to find some big bank which will lend some money tofarmers on the crop markets; I would like to know where it is located.
Mr. BUSBY. I want to continue with my examination, Judge.
Then, Mr. Pole, as a natural result of the system of what .you

term "careful lending," and what you term a 'far insight" into
the banking situation, the larger banking institutions, or the chain or
branch banking institutions, would take into consideration the
possibility of crop failures and take into consideration the possibility of
the security being deflated and becoming at the time of payment
not what it was when the loan was made—they would take intoconsideration all of those things which would tend to reduce theamount to be loaned on the collateral or security offered by the
borrower, would they not?
Mr. POLE. In making loans every factor is taken into considera-

tion, Mr. Busby.
Mr. BUSBY. Those would be the factors that the banks would have

to take into consideration in the territory I have mentioned, would
they not?
Mr. POLE. Those would be factors, unquestionably.
Mr. BUSBY. Now, you know the system of banking in Canada,

do you not?
Mr. POLE. Yes.
Mr. BUSBY. You know that the Canadian banking system is not

conducted on the basis that the American banking system is con-
ducted, do you not?
Mr. POLE. Yes.
Mr. BUSBY. Instead of taking deeds of trust and mortgages, they

take straight bills of sale for loans made by the banks and the branches
of banks in Canada, do they not?
Mr. POLE. I think that may sometimes be done; I am not suffi-

ciently familiar with those details.
Mr. BUSBY. Do you not know that the banks of Canada deprecate

loans around $500, $600, and $700, and refuse to make loans below
that amount to farmers or to people who need credit in small amounts?

1
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Mr. POLE. No; I do not know that.
Mr. BUSBY. If that is true, that is news to you, is it?
Mr. POLE. I doubt the accuracy of that statement.
Mr. BUSBY. Do you know the minimum of deposits that they will

aee_e_pt in the Canadian banks?
Mr. POLE. I think that varies in different parts of Canada.
Mr. BUSBY. Do you not know that the Canadian banking system

does not deal with the small men at all?
Mr. POLE. No.
Mr. BUSBY. Do you not know that the Canadian system has no

desire, through the numerous branches maintained by the five large
gYetems, to deal with the small borrower or the small depositor?
Mr. POLE. I do not think that is a fact.
Mr. BUSBY. You do not think that is a fact?
Mr. POLE. No.
Mr. BUSBY. Now coming back to the question we started on, I

Want to ask you two or three academic questions.
What is the necessity for a banking system in any country?
Mr. POLE. Obviously there is great necessity for a banking system

Iii order that people may deposit money and make loans and transact
Such other business as is ordinarily transacted through banks.
Mr. BUSBY. The fact is that 90 per cent of the business of the

F•ountry is done on what is called checking or clearance accounts, is
It not, and about 10 per cent is done on credit?
Mr. POLE. In a general way, it might be called credit.
Mr. BUSBY. What is your idea about the expression that "currency

le the life blood of the commerce of the Nation?"
. Mr. POLE. I do not know who coined that phrase. I think possibly
it was intended to cover credit, also.
Mr. BUSBY. Do you think credit can be dissociated in any sense

from banking?
Mr. POLE. No.
Mr. BUSBY. Is it your idea that banking is an objective or means

to an end, the end being commerce and exchange of commodities and
Products and values among the people of the Nation?
Mr. POLE. I think it is a necessary complement to the business of

this or any other country.
, Mr. BUSBY. To be a little more specific, do you think that that is
,toe primary objective to be sought, that is, to create a system of
banking or money dealing by a portion of the people, or should it be
the servant of commerce, and the handmaid of commerce and trade?
Mr. POLE. I think it should be the handmaid of commerce and

trade, but I think it should also be regarded as a definite business
enterprise in which people may invest money and hope to make a
reasonable return on it, the same as in industry.
. Mr. BUSBY. You have stated in the hearings that you were de-
cidedly of the view that the best system of banking in this country
Would be the branch banking system, have you not?
Mr. POLE. Not precisely that statement.
Mr. BUSBY. What is your attitude with regard to that?
Mr. POLE. I said that if it were possible that a unit banking system

Could be made profitable and effective, that I should prefer such a
sYstern, but inasmuch as the system appears to have broken down,
Particularly in the agricultural communities, the best substitute that
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occurs to me is a branch banking system rather than a group or a
chain banking system.
Mr. BUSBY. You used one expression, that the unit banking sys-

tem had broken down in the agricultural communities. Have the
banks in either of these communities mentioned by me, the Atlantic
States group and the North Middle West group—or in any other
agricultural community, ever failed until the community failed from
under the bank?
Mr. POLE. Of course, if the community fails, the unit bank must

fail, and frequently if a bank fails it is difficult for the community to
get along.
Mr. BUSBY. If the branch banking system had operated in those

communities and had extended the help and the credit to the people
in those communities that was needed, similar to that extended by
the unit banks, would it not have also failed or at least been mate-
rially crippled when the period of deflation came along?
Mr. POLE. The facts are that m some sections of the country there

are no banks left. They have all failed.
Mr. BUSBY. And the facts are that the branch banking system

would not extend the assistance or help to that community that the
individual bank would—is not that true?
Mr. POLE. I would differ with you on that. The experience with

branch banks is frequently that they put into a community a tremen-
dous lot of money where the deposits may be at a very low ebb; in
other words, they put far more funds into the community than the
community provides in the way of deposits.
Mr. BUSBY. I tried to get away from that subject, but that brings

me to this thought, that if they put that greater amount of money
into a community than the deposits secured from that community,
and they will not take the security that the community has, on what
basis do they make the loans or place the money among the people?
Mr. POLE. Of course, they do take the security that the com-

munity has.
Mr. BUSBY. What kind of security in the agricultural northwest

would they—the chain banking systern—take in order to put more
money into that conunuruty than they would take out?
Mr. POLE. The same class of security that you mentioned.
Mr. BUSBY. They whittle it down until it does not amount to so

much, do they not?
Mr. POLE. It amounts to more in a great many instances than

the community is able to supply from its own resources.
Mr. BUSBY. Do not despoils run largely in proportion to the

amount of credit extended by the banks in the community in which
the bank operates?
Mr. POLE. Speaking generally, it might be said that they do, but

on these special occasions when a community is hard hit by crop
failures, and when it is necessary for a bank to put money into the
community, that is very frequently done by branch banking systems.
That is one of the theories on which the system works, that money
may be transferred from one place where there is a plethora of funds
to a place where there is a dearth of them.
Mr. BUSBY. There is considerable controversy in the banking

world as to whether or not that statement is a fact.
Mr. POLE. I think there is considerable controversy on every

banking point.
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Mr. BUSBY. I mean, on that one point.
Mr. POLE. I should say on that point among others.
Mr. BUSBY. You have described your position with regard to

branch banks.
Mr. POLE. Yes.
Mr. BUSBY. You stated, on March 6, in your examination, these

words:
I would be glad to see some legislation which would prohibit the operation ot

chain banking.
That is your position on the question of chain banking, is it not?
Mr. POLE. Right.
Mr. BUSBY. Now, we have some very extensive branch banking

Operations in this country in a few States, do we not?
Mr. POLE. There are extensive branch bank systems in operation.
Mr. BUSBY. I have asked you some questions heretofore about

the Bank of Italy, rather for the purpose of using it as an example
of the development of branch banking. I hand you a chart which
shows the locations of the branch banks of the Bank of Italy in the
State. of California. There is hardly a community in that State
that is not covered by a branch bank of the Bank of Italy, is. there?
Mr. POLE. I would not go so far as to say that. There are very

many communities not covered by branches of the Bank of Italy.
Mr. BUSBY. I mean banking communities, or communities of

credit.
Mr. POLE. I understand what you mean.

. Mr. BUSBY. Of course, that would not be the same as a school
district, or anything like that.
Mr. POLE. There are a large number of branches. If you exclude

those branches which might be termed city branches, I should
estimate roughly that you would have 200 points covered by branches
of the Bank of Italy in California.
Mr. BUSBY. How is the business at a branch of the parent bank

conducted with reference to extending credit to applicants for loans?
Mr. POLE. The branch manager, in conjunction with the advisory

committee, is given a certain loaning limit. In the case of very large
leans which have not been passed on, they are taken up with the
bead office.
Mr. BUSBY. I am informed by people who do business with the

branches of the Bank of Italy, members of the House from California,
that no loan is made by the cashier of one of the branches on an
aPphcation for a loan; that he takes your application, with your
financial statement, and tells you that it will be presented to the loan
committee of the central institution the next morning at the meeting
of this committee. Then your application, together with your
financial statement, is presented to the committee on loans by the
cashier or representative of the branch bank the next day, and that is
Passed on entirely in the absence of the applicant for the loan.
Do you know whether or not that is true?
Mr. POLE. I do not think it is true if it comes within the limit.
Mr. BUSBY. Do you have any idea what the limit is?
Mr. POLE. It varies in different places. As a matter of fact, you

Perhaps are speaking of new loans. Now the business of a bank
might be said to be 90 per cent with regular customers, whose lines
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of credit have been established perhaps for years in that community,
and they are given a regular line of credit. Those loans are usually
reviewed by the executive committee or by the loaning committee
and are fixed quite in advance of the time when the customer may
come to take up his loan, and with respect to the new loans, if they
are of any size they, of course, should be given very careful con-
sideration and, if necessary, referred to the head office.
Mr. BUSBY. I know that is the syteni usually used by the inde-

pendent individual banks.
Mr. POLE. That is the sytem employed by the Bank of Italy, I

think.
Mr. BUSBY. But the branch-banking system entirely leaves out of

the loan the question of personal responsibility or the fact that the
individual, because of his course of business activity and conduct, is
entitled to credit, and makes the loan solely on the collateral that the
borrower has to offer, nothing else being considered by a body of men
who do not take the man into consideration at all, or very little. Is
that not the case with branch banking?
Mr. POLE. On the contrary, I think that the character element is

perhaps the most important, and it is given consideration.
Mr. BUSBY. How do you reconcile that statement with the fact

that more careful loans, for instance in the central Northwest terri-
tory that we were talking about, would be made by the branch banking
system, leaving out of consideration the personal character of the
applicant for the loan?
Mr. POLE. I have never made the statement that the personal

character feature is ever left out of consideration on loans. I think
that is the most important, but there is also connected with that the
borrower's ability to pay which is frequently lost sight of by small
banks.
Mr. BUSBY. I will have to hurry on.
Now the Bank of Italy until recently had 299 branches scattered

over California. Some time ago we went through a period of depres-
sion that reflected itself on the stock of the Bank of Italy, when on
the 11th of June, 1928, it opened in the morning at 286 and ran to a
low of 125 on the same date, closing at a somewhat higher figure. At
that time it had the 299 branches. I might say it is my information
that other banking interests in the same field sought to bring about
the depression in the Bank of Italy stock. Now, even though you
have a system with many branches, it is not entirely secured against
the competitive banking activities of other institutions in the same
field, is it?
Mr. POLE. By no means.
Mr. BUSBY. Even though it does not break in the sense that we

speak of the individual country bank, the financial effect of such an
experience in the affairs of a bank is of such broad extent in deflating
the stock that it is similar to a bank failure in that territory, is it not?
Mr. POLE. Not at all.
Mr. BUSBY. Does that not affect the investors in the stocks of that

bank just as effectively as if they had been interested in a bank that
failed and got only a portion of their invested monff back?
Mr. POLE. I see no direct connection there. The stocks of banks

are always going to fluctuate. They have in the past and will in the
future. But the condition of that bank is not affected by the fluctua-
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tion of the stock, and in the case you mentioned there was a large
speculative element in that trading.
Mr. BUSBY. Two or three other banks making a desperate effort

to drive down the Bank of Italy stock while Mr. A. P. Giannini
was in Italy?
Mr. POLE. I do not know as to that. I have never heard that the

banks made any concerted drive against the Bank of Italy. You
,have referred several times to the breaking of the Bank of Italy and
bankruptcy in connection with the Bank of Italy. I think the record
0.11ght to be cleared on that point; and, even at the expense of reitera-
tion, I should say that the Bank of Italy has steadily grown from a
very small institution to a bank of, according to the last statement,
inore than a billion dollars of resources; so that the bank per se has
not been greatly affected by the fluctuations in the stock.. .
Mr. BUSBY. Has it not been difficult to trace the activities of the

B.ank of Italy, to tell whether it has grown or absorbed and com-
!3ined with other institutions so as to make the showing you speak of
in the last report?
Mr. POLE. I should say not.
Mr. BUSBY. All right. Now, immediately after the period that

I referred to as the break of the Bank of Italy stock, which you ex-
Wattled and on which you place another light, the Transamerica
Corporation, a New Jersey corporation, a holding company, was
organized for the purpose of taking over all or as much of the stock
as it could get of the Bank of Italy, its subsidiaries and affiliates,
was it not?
Mr. POLE. I think it is a well-known fact that the Transamerica.

Corporation was formed to take over its various activities.
Mr. BUSBY. It was formed October 11, 1928, after the period I

Mentioned as June 11, 1928?
Mr. POLE. Yes.
Mr. Busily. Now, listed among the corporations a majority whose

stock is owned wholly or largely by the Transamerica Corporation,
are 11 banking, investment, insurance, trust, and other similar types
c'f financial institution covering every business activity in our country,
a.nd two additional institutions in which the Transamerica Corpora-
tion holds about 50 per cent of the stock. Now, the holding company,
h g.avin— this stock in hand, controls the policies of all of these banks
and other institutions, and directs their course in whatever business
activity they are operating, does it not?
Mr. POLE. Theoretically.
Mr. BUSBY. Does not the holding company direct the directors

that do direct the policies of these institutions?
Mr. POLE. Elects them.
Mr. Buswy. Elects them?
Mr. POLE. Yes.
Mr. Bussv. What do you mean by that term?

, Mr. POLE. I mean to say that the directors would undoubtedly
ae elected by the shares which were preponderantly held by the
Transainerica Corporation.
,Mr. BUSBY. Well, the Transamerica Corporation is operated by
aDout 25 men composing the directors of that institution, is it not?
Mr. POLE. I really do not know how many men direct the affairs

of the Transamerica Corporation.
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Mr. BUSBY. I think you can get that from Poor's Banking Direc-
tory.
Mr. POLE. I think so, too.
Mr. BUSBY. So that takes entirely away the human element of

management, so far as the stockholders and the investors in the
stocks are concerned, the management of these institutions which
embrace some 525 independent units that are managed by the
Transamerica Corporation?
Mr. POLE. Theoretically, if you wish to assume that the directors

and the executive officers of the Bank of Italy are dummies.
Mr. BUSBY. They do not know anything about the several com-

munities in which the 525 units operate, do they?
Mr. POLE. What do you mean by "they"?
Mr. BUSBY. That is, the men that control and direct the policies,

through the Transamerica Corporation, of all of these 525 institutions
that are under it?
Mr. POLE. I am not informed as to what is the extent of the power

of those 25 men who are connected with the Transamerica Corpora-
tion.
Mr. BUSBY. The Transamerica Corporation controls national

banks, does it not?
Mr. POLE. I think so.
Mr. Bum% It owns all of the stock in some national banks, does

it not?
Mr. POLE. Yes; practically all.
Mr. BUSBY. It owns all of the stock or practically all of it,, in

some State banks?
Mr. POLE. That is my information.
Mr. BUSBY. Some of the national banks that are owned and con-

trolled by the Transamerica Corporation also have branches in
other territory under the McFadden Act, have they not?
Mr. POLE. Yes.
Mr. BUSBY. And some of the State banks that are owned and

controlled by the Transamerica Corporation also have branches in
the States where branch banking is permitted, do they not?
Mr. POLE. I do not know what the State banks have.
Mr. BUSBY. The fact is that there is such a confusion of interests

in a financial institution as gigantic and extensive as the business
the Transamerica Corporation controls that it is very difficult for
one without a special accountant to go through the situation to under-
stand what the financial relations of the several elements are—is not
that a fact?
Mr. POLE. Of the Transamerica Corporation?
Mr. BUSBY. Yes.
Mr. POLE. Yes; I think that is right.
Mr. BUSBY. Now, the Transamerica Corporation and the Bank of

Italy also own and are interested in a bank in Rome, Italy, are they
not, or do you know about that?
Mr. POLE. I have heard so. Of course, I do not know very much

a bout the Transamerica Corporation's investments.
Mr. BUSBY. You have never examined Poor's Directory on Banks

end Trust Companies, 1929, with reference to the Banca D'America

e D'Italin, in which James A. Bacigalupi and A. P. Giannini, the man

who established the Bank of Italy in the United States, are directors?

You know nothing about that?
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Mr. POLE. I have never examined Poor's report.
Mr. BUSBY. I want to call your attention to another illustration

Mr. Chairman, I will quit any time.
The CHAIRMAN. We were planning to finish with Mr. Pole at

11.30, to hear Governor Young.
Mr. BUSBY. All right. I find, in regard to the National City

Bank of New York, in Poor's Bank Directory, that on December 31,
1928, the bank contained, in addition to a main office in Wall Street,
New York, 30 city branches and, in addition, direct and subsidiary
foreign branches numbering 89 in 23 countries, and plans were being

perfected to enter two additional countries during 1929, and I alsond that the National City Bank at that time had resources of
$1,847,000,000—and that has been considerably increased since
then—with a capital stock of $110,000,000.
I call attention to that for the purpose of leading up to the other

honght, that this country is becoming a country of big banking
institutions, which leaves out of consideration any place for the
country bank or for any bank that is not a part of a chain, group, or
branch system.

Also, in connection with that, I want to call attention to the
statement of Mr. Thomas W. Lamont with regard to the Bank for
International Settlements, where the big banking interests of all the
countries could come together and settle the financial policy of the
World.
You know about the situation I refer to, do you not?
Mr. POLE. I have heard of the Bank for International Settlements.
Mr. Bussv. Is it not your opinion that the group, chain, and

br.s.nch banking systems are playing directly into the hands of that
kind of a policy of internationalizing the money system of the world?
Mr. POLE. Through the Bank of International Settlements?
Mr. BUSBY. Yes.
Mr. POLE. I am not sufficiently familiar with that, Mr. Busby, to

give you an intelligent reply.
Mr. BUSBY. Well, the Federal reserve system, of which we may

talk .more some other day, would be considerably disparaged if the
holding companies took over the management of banks and placed
them under State charters, and left out of consideration the national
aYstem, would it not?
Mr. POLE. If all the large banks left the Federal reserve system,

it would unquestionably be affected.
Mr. BUSBY. There is no way to place a holding company in the

national banking system, is there?
Mr. POLE. No.
Mr. BUSBY. If the holding companies become the managers of the

banking interests of the country, they will be outside the management
of the Comptroller and the Federal Reserve Board, will they not?
Mr. POLE. Not necessarily. Banks, regardless of where their

stock is held, may be, and must be in the case of national banks,
Members of the Federal Reserve System.
Mr. BUSBY. I will suspend here, Mr. Chairman.
Mr. GOLDSBOROUGH. May I ask Mr. Pole one question? It is not

controversial, and he can answer it.
Mr. Pole, there is about to be effected a merger between the Chase

National Bank and the Equitable Trust Co. and another bank whose
name has slipped my memory.
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Mr. POLE. Interstate.
MT. GOLDSBOROUGH. Yes. Was it necessary to get the consent of

the Comptroller of the Currency to effect that merger?
Mr. POLE. Yes, sir.
Mr. GOLDSBOROUGH. And that consent was granted?
Mr. POLE. That consent will be granted.
The CHAIRMAN. Gov: Roy A. Young, of the Federal Reserve Board,

is present, and I am going to suggest that when Governor Young be-
gins his statement, he be not interrupted until he may so indicate.

Before hearing him, I would like to suggest that when we have
completed with Governor young, perhaps the next persons that should
be heard before the committee are the members of these chains and
groups. It seems to me that, as has been disclosed before the com-
mittee, the witnesses who can give us the most valuable detailed in-
formation in line with the scope of our hearings are the officers of the
Transamerica group. From my knowledge of the management of
that organization, it would seem to me that the two men we should
have are Mr. A. P. Giannini, who was the originator of the plan and
its president, and Mr. James A. Bacigalupi who, I believe, is director
of the Bank of Italy. It may later develop that there are other men

iconnected with that group whom t might be desirable for the com-
mittee to hear, and I would suggest that representatives of the St.
Paul and Minneapolis group would probably be the next ones that
the committee might profitably hear.
My purpose in bringing that up this morning is to ask the committee

to authorize me to extend invitations to Mr. Giannini and Mr.
Bacigalupi.
Mr. BEEDY. Mr. Chairman, before we proceed to that, these hear-

ings have been very interesting indeed up to the present point,
but the time is passing so rapidly and. we do not seem yet to have
made more than a start. . The Senate is presently to finish with the
tariff and to start its hearings, and we are losing, it seems to me, our
position of vantage that we had:
This thought occurs to me that if we should start in with a man like

Mr. Giannini, he will be here for three or four weeks and we will have
completed an investigation of that particular subject and then it will
be about time to wind up these hearings.
The CHAIRMAN. I do not think that is a correct statement.
Mr. BEEDY. It is an exaggerated statement; I concede that. I

think if we could get some witnesses before the committee who could
,•ive us the basic facts with reference to group, chain and unit banking,
it would not take us into such elaborate detail as Mr. Giannini's
examination would be obliged to. We would then have the broad
foundation laid for the examination of such a witness, whose testi-
mony in the light of the facts then covered might be much curtailed.
The CHAIRMAN. I am interested in this group because there is

included in their organization every form of banking that we are
proposing to study, and inasmuch as that was the big movement in
this country, practically the original movement of this new expanded
idea, it seems to me that there is embodied in a study of that organiza-
tion the elements that we should have before us.
Mr. BEEDY. Well, perhaps that may be so. I am simply interested

in some method of procedure here that will enable us to get on with
these hearings. I personally have not taken more than perhaps
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three minutes in examining, and the motion I am about to make is
not a reflection on anybody; it is just an observation and perhaps a
necessity, and I would like to have the viewpoint of the committee
en it.
For that purpose I want to move that hereafter each member of

the committee be limited to 15 minutes in his examination of any
witness. There are 21 members, and that will take up five hours and
a quarter in the cross-examination of each witness. Of course, a good
Many of us will not want to use the 15 minutes and we can yield to
Others; that will be permissible.
Mr. GOLDSBOROUGH. This is probably by far the most economic

uestion that the country is now interested in. Usually it is very
, cult to get the public to take hold of a matter of this kind at
1Decause they do not understand it. As Mr. Beedy said, it seems to
?he that up to this time these hearings have been interesting, and very
informative. Personally it does not make any difference to me if it
takes six months or a year for the country to get a thorough under-
Sanding of just what this is all about and just what its future implica-
tions are. I do not see any reason why it should be hurried, as long
as we do not waste any time. As far as I can see, up to this time there
has been no time wasted, and I see no reason why a member of the
ceramittee who has an intelligent question to ask should be limited to
any particular time. If in the future we should feel that we have to
ii.lake some different arrangements, it seems to me that it will then be
tulle enough to do it, but certainly as long as the inquiry is being con-
fined to the subject matter and as long as there is no rancor and no
Partisanship of any kind injected into the hearings, as long as they are

purely for the purpose of getting information, it seems to Inc it woulde a great mistake to limit it in any way.
Mr. BEEDY. I want the committee to understand that I did not

!hake that motion with the thought of hurrying these hearings at the
TexPense of denying ourselves any of the facts that would be helpful.
I thought there would be more of an inclination perhaps on the part
e.f members to carefully prepare their questions and to avoid repeti-
tion, and the question is vast in scope unless we adopt some limitations.
The CHAIRMAN. The chairman had it in mind to consider the

Matter which Mr. Beedy has proposed and in which there is much
Inerit. There is no desire on my part, however, to curtail any mem-
ber of the committee who has questions pertinent to this inquiry
that will bring forth necessary information; but I had in mind that
wv.heu we had finished with Governor Young—considering Governor
oung as one of the officials here in Washington whom the members

of the committee would want to ask many questions to elicit informa-
tion along the lines furnished by Mr. Pole, which I think has been
very instructive and has involved no waste of time up to this point—

situation will exist when we begin to hear these outside
'nen, for the information secured from these men will be not only
Yaluable to Mr. Pole but valuable to Governor Young, to the mem-
°era of the Federal Reserve Board, to the Treasury, and to all the
Members of this committee.
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I had hoped that when we had finished with Governor Young, the
committee might have an executive session to discuss our further
procedure, and I believe all the members of the committee will agree

to that. If we could have an agenda of witnesses representing these
various groups so that specific information could be secured from
them, whether the questions are asked by the chairman or a member
of the committee, I think that would be very helpful.
I am not in disagreement with what Mr. 13eedy is proposing, but I

think if this matter were not raised until after we had finished with
Governor Young, it would be helpful to us in connection with the
further procedure.

Mrs. PRATT. Is it not possible for the members of the committee
to have the minutes of the hearings between the times we are actually
engaged in the hearings? . Is not one of the things that delays us
quite a long time the repetition that we have?
. The CHAIRMAN. Yes.
Mrs. PRATT. And I think if we could see those minutes in between

times, it would be very helpful. I know that as far as I am concerned,
many questions that I had were covered by others, and yet I could
not remember how they were covered and I may have spent a great
deal of time.
The CHAIRMAN. We are endeavoring as far as possible to print the

minutes of each week's hearings immediately after they are closed.
While I am on the subiect, I would like to suggest to the members

of the committee that this printing is being greatly delayed because
of the fact that the members of the committee desire to correct their
questions in the stenographic transcript .before it can be sent to the
printer. The clerk of the committee is delayed in getting these
minutes to the printer because .every member wants to read these
hearings for purposes of correction. So there has been some delay.
Parts 1 and 2, however, are printed and, as soon as corrected, this
last week's hearings will go to the printer this week.
I think it is very essential for the members of the committee to note

carefully the testimony up to this time, in order to enable us pro-
perly to question the other witnesses who are coming before the
committee. So I would like to stress that the members of the
committee correct each week, as quickly as possible, the stenographic
notes.

(Discussion off the record.)
Mr. BEEDY. Mr. Chairman, in order that we may clear the situa-

tion and get on with the hearing, there is a motion before the Chair,
which I will now withdraw. I think, it is wise to take up the matter

in executive session, .and I think it is well to have the members get

the record and look it over, and then we can adopt some intelligent

procedure.
Mr. LUCE. Mr. Chairman, I move that the members of the com-

mittee have three legislative days after the day of the hearing in
which to correct their remarks.
Mr. GOLDSBOROUGH. Of course, Mr. Chairman, we have to have

access to the record in order to do that.
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The CHAIRMAN. The record will be available here in the committee
roor.o. The witness has one copy and there is only one other copy
available, so that it will be available for the members of this com-
nuttee in this room. This room is very convenient to the House,
and the members will be expected to come here to make their
corrections.
Mr. GOLDSBOROUGH. I second that motion.
(The motion was agreed to.)
The CHAIRMAN. I 'believe, Mr. Pole, you have some additional; data you want to submit for the record in regard to holding companies.
Mr. POLE. I think everything is in the record, Mr. Chairman.
Mr. BEEDY. I was going to ask Mr. Pole if he has any record of

knk failures in groups by congressional districts that he could put
ulto the record.
Mr. POLE. Covering the United States?
Mr. BEEDY. Yes.
Mr. POLE. That could be prepared, Mr. Beedy, and I shall be glad

i 
to supply the record with that.
Mr. BEEDY. Then, I would ask the comptroller to make such at tabulation of bank failures and put it into the record.

. Mr. POLE. State and national banks covering congressional
3 districts of the United States?

Mr. BEEDY. Yes.9 Mr. POLE. That will be done.
3 Mr. FORT. Will you make that in 4-year or 10-year periods?
i Mr. POLE. Whatever the comparable periods are.
e . Mr: LUCE. I think that will be very difficult to carry out literally
O 111 some of the larger centers embracing several congressional districts.
B For instance, in Boston

Mr. POLE. I think, Mr. Luce, the number of failures in Boston is
S So small that it will not make any real difference.

. Mr. LucE. Yes; but if there were a failure there, you might have
e difficulty in discovering whether it was embraced within the ninth
,- or the tenth congressional district.
e The CHAIRMAN.WaS there printed in the record a list of chain and
e group systems?
C Mr. POLE. Yes, sir; that has been furnished.

Mr. BEEDY. I should like to change my request so as to make that
tabulation on the basis of metropolitan centers and congressional
districts outside of the metropolitan centers. The reason for the

r, etlange is that some cities embrace parts of four or five congressional
1r districts. It will be almost impossible for you to draw the lines of
It the districts there.
Lt The CHAIRMAN. That will be inserted in the record at this point.

(The information requested of Mr. Pole is here printed in full, as,
1^ iollOws ;)
U
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Number of bank suspensions, by States, congressional districts, and years, 1921-190

Alabama 

District No. 1—Mobile____

District No. 2 

Flomaton 
Glenwood 
Montgomery 

District No. 3

Abbeville 
Anton 
Eufaula 
Newton 
Ozark 
Samson 
Scale 
Slocomb 

District No. 4

Lincoln
Orrville

District No. 5 

Fivepoints 
Marbury 

District No. 7 

Fort Payne 
Odenville 
Valley Head 

District No. 8 

Athens 
Florence 
Madison 

District No. 9 

Birmingham 
Leeds 

District No. 10 

Carrollton 
Haleyville 
Hodges _ 

Total,
1921-
1929

32

1921 1922

____

J

1923

2

1924

10

1925

5

1926 1927 1925 1929

1 2 1 ____ 11

3 1 --------1
, 
1 1

1

,

•9---- ---- 1 3 1 4

1

• 1

_ _ _ _ _ _ _ _ _ ___ _ _ _ _ -1 _ _ _ _ _ __ _ I_ _ _ _
1

_ _ _

-1

1

-1

,-

1

I

-
- - - - - - - - - - - -

--

3 ------------ 2 1
9

1
1

--------------------

-I-

---- -

 --- 
1

1 _ 1 1 ____ ____ 1

1
1
1

------------------------- ------------1
--------1I________ ____ ____

I-

—_-

. 5

--------------------------------- 4,
11

1

_ 2 i 1 ,

-
_
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Number of bank suspensions, by States, congressional districts, and years, 1921-
/929—Continued

Arizona: District No. 1

Bisbee 
Clifton 
Duncan 
Florence 
Jadsden 
Jerome
Mayer
metealf  
Parker 
Patagonia 
Peoria 
Phoenix 
Prescott 
Ray
Safford   
Saint Johns 
Snowflake 
Somerton Tempe

Tombstone Tucson

W!ckenburg 
Winslow 

Arkansas 

District No. 1 

Black Oak 
Blytheville 
Brookland 
Cotton Plant 
Earl 
Greenway 
Harrisburg 
Haynes 
Helena 
Joiner 
Jonesboro 
Lake City 
Lepanto 
Marianna 
Marion 
Marked Tree 
Marmaduke 
Moro 
Nimmons 
Osceola 
Paragould 
Parkin 
Peach Orchard 
Success 
Vanndale 
Walcott 

Total,
1921-
1929

1921 1922 1928 1924 1925 1926 1927 1928 1929

_ 27 6 4 9 3 3 1 1 ____ ____

____ ____ ____ ____ ____

____ ____ ____ ____ ____ ____

____ ____ ____ ____

• 1 ____ 1 ____________ ________ ____ ____
• 1 ________ 1 ____________________ ____
• 2 1 1 ________________________ ____
• 2 1 1 ____ ____ ____ ____ ____ ____ ____

____ ____ _

• 2 1 ____ 1
• 1 1 ____ ____ ____ ____ ____ ____ ____ ____

-1
_

• 1 ____ ____ ____ ____ ____ ____ ____ ____

• 1 1 __-_-_______________________ ____

95 5 4 5 11 8 19 18 14 11

32 ____ 1 2 6 1 8 8 4 2

1 ------------
1,--------

11

1
---- ----

---- --- - ----
____ -___ ___

-1

____ - ----_ 1 1 ____

--------
1 ___________ ____ ____ ________I 1

-

_
_

____ ___ ---
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Number of bank suspensions, by States, congressional districts, and years, 1921—
1929—Continued

Total,
1921- 1921
1929

Arkansas—Contd.

District No. 2 

Batesville 
Biscoe 
Black Rock 
Bradford 
Hazen 
Newport 
Strawberry 
Williford 

District No. 3

Cotter 
Lincoln 
Lowell_  

District No. 4 

Ashdown 
Dyer 
Foreman 
Hatfield 
Mineral Springs 
Mulberry 
Scranton 
Winthrop 

District No. 5 

Altus 
Belleville 
Clarksville 
Coal Hill 
Dardanella 
Lamar 
Little Rock 
London 
Morrillton 
Ozark 
Viola 

District No. 6 

Arkansas City 
Carlisle 
De Witt 
Gillett 
Lonoke 
McGehee 
Pine Bluff 
Star City 
St. Charles 
Stuttgart 
Watson 
Wilmar 

8

1922 1923 1924

1

1925

1

1926

2

1927

2

1928

1

1929

1
1
1 1
1

1
1

1

1 2

1

9 1

1
2
1
1
1
1
1
1

1

1 1 2 3

1
1

1
1
1

13 1-- 2 4

1
1 1
1
2
1
1
1
1
1
2
1

1

1

15 1

1
2 --
1
1
1
2 2
2
1
1
1
1
1

1 1

1

1

1

1

1

1

1



4

1

1

1

1

3

_-
1
1
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Number of bank suspensions, by States, congressional districts, and years, 1921—
/929—Continued

Arkansas—Contd.

District No. 7 

Camden 
Columbus 
Dermott 
El Dorado 
Fulton 
Gurdon 
Hampton 
Hope 
Louann 
Montrose 
Norphlet 
Okolona 
Smackover 
Taylor 
Thornton 

California 

District No. 1 

Biggs 
Colusa 
Fort Bragg 

District No. 2 

Alturas 
Cottonwood 

District No. 3—Sacramento_

District No. 7 

Chowchilla 
Clovis 
Delano 
Dinuba 
Eingsburg 
Livingston 
Merced 
Modesto 
Riverbank 

District No. 11 

Bishop 
Chino 
Corolla 
Imperial 
National City 
Seeley 

Total,
1921-
1929

15

1921 1922 1923

1

1924 1925 1926 1927 1928 1929

1 1 1 1 --------8 2

1-
1 1 --------------------------------
1 ____ 1 ----------------------------
1

-1

------------------------
1

31 3 6 2 2 3 5 6 ____ 4

4 ____ 3 ____ 1 ____ ____ ____ ____ ____

— --------

2 ____ 2 ____ ____ ________ ____ ____ ____

1

1 ____ 1 ________________________ ____
--------------------------------1

2

10 1 ____________ 2 4 3

2 ____________________ 1 1 ____ ____

____ ____ ___

-1
---- ---- ----

1 --------------------------------
1

8 1 2

2 ------------------------2 __

1 ----------------1

1
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Number of bank suspensions, by States, congressional districts, and years, 1921-
/929—Continued

Califo

Hynes 
Los Angeles_
Watts 
South Pasad
San Francisc

Color

District No.

District No.

Akron_
Amherst
Arriba_
Bovina_
Brush_
Burlingt
Cheyen
Dailey_
Evans_
Flagler_
Fleming
Fort Co
Gilcrest
Goodric
Greeley_
Grover_
liudson
.lulesbur
Keensbu
Keota_
Kersey_
Lafayett
Lovelan
Matheso
Millikin
New Ra
Orchard
Otis_
Simla_
Snyder_
Sterling
Stoneha
Stratton
Windsor

District No.

Aguilar_
Antonit
Brandon
Bristol_

Total,
1921-
1929

1921 1922 1923 1924 1925 1928 1927 1928 BO

—

rnia—Contd.

1 --------------------------------1
_ 1

_ __-
, na 
) 

-- 1

do 89 13 8 18 9 15 14 4 3 5

1—Denver 12

2 39 7 2 11 4 4 7 _ 2

2 1 -------- -------- 1
1 ----------------------------1__--
1 __-_--______________________
2

__--

on ---- ---- ---- ----
e Wells ---- ---- ---- ---

-1

lins 

1 --__ ____ ____ _ __ _

l 

i

2 -

g --
rg 1 -__ __-_---- -------- ----

e 1
1 
n 

ymer 

--

- 1

1

_---
-------------

1

n 1

3 
_

22 4 4 2 4 2

 r ____ __-.

'
1 --------------------1
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Number of bank suspensions, by States, congressional districts, and years, 1921—
1929—Continued

Colorado—Contd.

District No. 3—Contd.
Cheraw 
Granada 
Hasty 
Haswell 
Jarosa 
Lamar 
La Veta 
Mesita 
Monument 
Ordway 
Pueblo 
Rocky Ford 
San Acacio 
Sheridan Lake 
Springfield 
Trinidad 

District No. 4 

Hayfield 
Clifton 
Delta 
Fruita 
Gypsum 
Hayden 
Maybe11 
Montrose 
Mount Streeter 
Norwood 
Nucla 
Oak Creek 
Pagosa Springs 
Rifle.. 
Telluride 
Walden _  

Connecticut 

District No. 2—Putnam _ __ -

District No. 3—New Haven

Delaware: District
No. 1 

Middletown 
'Newport 

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927 1928 1929

1 ----------------1 ____ ____ ____ ____
----------------

1
------------------------1 --------

1 _
1 ____ 1 ____ ____ ____ ____ ____ ---- ---_
1 ---------------------------
1 1 --------------------------------
1 1 ---- ---- ---- ---- ----
1 1 --------------------------------
1 1 --------------------------------
2 ------------1 ____ 1
2 --------
1 ____ 1 ____ ____ ____ ____ ____ ____ ____
1 ____ 1 ----------------------------

1

16 1 2 3 1 2 3 1 ____ 3

-1

---- ---- ----
---- ---- ---- ---- ---- --

1 ____ 1 ____ ____ ____ ____ ____ ____ ___
1 1 --------------------------------

-1 ____ 1 ----------------------------
1

----------------
1
1

-------------------------------- 1

2 ____ 1 ____ 1

1 ------------1

1 ____ 1 ____ ____ ____ ____ ____ ____

2 ____________________________ 1 1

1 ----------------------------1
1 --------------------------------1
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Number of bank suspensions, by States, congressional districts, and years, 1921—
1929—Continued

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927 1928 1929

Florida___ 190 5 5 4 3 43 31 35 63

District No. 1__ _ 69 ____ 3 1 12 4 11 38

Auburndale 1 1
Avon Park 2 2
Bartow 9 2
Boca Grande 1 1
Bowling Green 1 1
Brandenton 1
Bushnell 1
Clermont 1 1
Coleman 
Crystal River 

1
1

1
1

Dade City 3 1 1 1
Dundee 1 1
Ellenton 2 1 1
Eustis 1 1
Frostproof 1 1
Fort Meade 1 1
Groveland 2 1
Haines City 1 1
Inverness 2 1 1
Lake Alfred 1 1
Lakeland 4 1 2 1
Lake Wales 1 1
Largo 1 1
Moore Haven 3 2 1
Mount Dora 2 1
Mulberry 1 1
Palmetto 1
Plant City 2 1
Port Tampa City 1 1
Punta Gorda 2 2
Safety Harbor 1 1
Sarasota 2 1 1
Sebring 2 2
St. Petersburg 1 1
Tampa 6 6
Tarpon Springs 1 1
Tavares 1

__-
-_-_

Trilby 1 1
Umatilla 1 1
Wauchula 3
Webster 2 2
Winter Haven 1
Zepyrhills 
Zolfo Springs 

1
1

1
1

District No. 2 26 1 3 6 5 4 4

Bronson 
Callahan 
Chiefland 
Citra 
Dunnelton 

1
1
1
1
1 1

1

1
1

Gainesville 2 1 1

Hawthorn 1 1

Jennings 2 1 1
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Number of bank suspensions, by States„ congressional districts, and years, 1921-
/929—Continued

Florida—Continued.

District No. 2—Continued.
Lake Butler 
Lake City 
La wtey 
Live Oak 
Macclenny 
Madison 
Mayo 
McIntosh 
Micanopy 
Monticello 
Ocala 
Waldo 
White Springs 
Williston 

District No. 3 

Baker 
Bonifay 
Cottondale 
Laurelhill 
Marianna 
Quincy 

District No. 4 

Boca Raton 
Boynton 
Buena Vista 
Cocoa 
Coconut Grove 
Crescent City 
Dania 
Daytona Beach 
De Land 
Delray 
Eau Oallie 
Fellsmere-
Fort Lauderdale 
Fort Pierce 
Hastings 
Homestead 
Jacksonville 
Jacksonville Beach___
Kilsey City 
Kissimme 
Lake Helen 
Lake Worth 
Little River 
Maitland 
Melbourne 
Miami 
Oakland 
Ocoee 
Okeechobee 
Orlando 

Total,
1921- 1921
1929

----------------------------------------------------1

1922 1923

—

1924 1925 1928 1927

I
1928 1

—
3

-1

_

1

1

1

11
-_=----___—,._,--

_7

2

1 ---------------- 1

____ _ __ _

88 3 1 1 --------222120
—

2
-

-

2

_

6

----------------------------

-------------------- 1

_ 1

2

_ ___

-1

--------

2

_

____

1

1

929

1

1

1

20

1

2
2

2
1

2
1

1
2
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Number of bank suspensions, by States, congressional districts, and years, 1921—
/929—Continued

Florida—Continued.

District No. 4—Continued.
Ormond 
Palatka 
Palm Beach 
Sanford 
Sebastian 
South Jacksonville 
St. Augustine 
St. Cloud 
Stuart 
Titusville 
Vero Beach 
West Palm Beach 
Winter Garden 

Georgia 

District No. 1 

Claxton 
Clyo _ 
Cobbtown 
Dover 
Girard 
Gough 
Guyton 
Hagan 
Ludowici 
Metter 
Midville 
Oliver 
Pulaski 
Register 
Reidsville 
Rocky Ford 
Sardis 
Savannah 
Springfield 
Waynesboro 
Woodcliff 

District No. 2 

Albany 
Baconton 
Berlin 
Camilla 
Climax 
Cloquitt 
Doerun 
Donalsonville 
Ellenton 
Iron City 
Morgan 
Moultrie 

Total,
1921-
1929

1921 1922 1928 1924

I

1925 1925 1927 1928 192

1

1

1
1

1 _
4 1 2 1-_ -_-

-
,

319 56 14 11 29 31 102 18
1
1

26 , S

37 11 2 1 1 ' 2 6 3 2 ;

----------------------------------
1

1
3
1

-12 _

2
1
3
1

1
------------------------------1------------

3 1 ----------------- -1

2 __-- ---- ---- -_
1 ---- ---- ---- - - ---- ---- - -- -
7 4
1 1 ____ -___ __ _ ____ _ _
2 --------------------2

---------------

27 3 ____ 2 6 2 8 2 3

1
1 ----------------------------1 I-- -
1 1 ____ ____ ____ _ 

-- - - --

1 1 ___ _
4 1 ____ 1 1 1
2 ---------------------2
2 ------------1 '_ _ _ _

1 ------------------------1
1 _ 1

--i- -1-

2

9

1

1
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Number of bank suspensions, by States, congressional districts, and years, 1921—
1929—Continued

Total,
1921- 1921
1929

Georgia—Continued.

District No. 2—Continued.
Norman Park 
Oakfield 
Pavo 
Poulan 
Sylvester 
Ty Ty 
Whigham 

District No. 3 

Americus  2 1
Ashburn  1
Benevolence  1 1
Brownwood  2 1
Butler  3 1

1Byromville 
, Conyers  1

Cordele  3 1
1 Cuthbert  1

1Leesburg

\1922 1923 1924 1925 1928 1927 1928 1929

\- -1

1

=SIC

1

1
1
1

1

1

3 3 13 31 4 3

1
1

1
1

1
----I i

 1
1

_
1 _ _

1L Lilly  1 _ ___
3Lumpkin

1 Oglethorpe  1 ,_ -- _
1 '_ ___

--
_ _ _Parrott • 

1 ,____ -IiPlains  
. 

1
Preston  1 ---
Rebecca  3 , 1 H-.. I 1

1Reynolds I_ __
1 Richland  1 ___ I _ _ _ _

--------------------1
1Smithyille 

1 Sycamore  2 I___ 1
2 -----------------IUnadilla 

1 Vienna  2 ,_ _1
1 Weston  1

1 District No. 4  2 13 3
1

2
Buena Vista 
Bowdon 

1 __ _
2 1Carrollton _

Chipley  1
1Cussetta 

Franklin 
Hamilton 
Hogansville 
Lagrange 
Lyerly 
Manchester 
Moreland 
Roopville 
Shiloh 

Twin 
Temple 

Villa Rica 
Warm Springs
Waverly Hall 
Woodbury 

I_ _

I 1

1

1

1

2

1 i--- _
1 I____
1 _ __

1
1
1

1
1

1
1
2
2
1

1
1

1

1
2
1
1 1 I I
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Number of bank suspensions, by States, congressional districts, and years, 1921—
1929—Continued

Georgia—Continued.

District No. 5 

Atlanta 
Chamblee 
Douglasville 
East Point 
Fairburn 
Lithonia 
Palmetto 
Stone Mountain 

District No. 6 

Bradley 
Brooks 
Culloden 
Hampton 
Jackson 
Locust Grove 
Macon 
McDonough 
Milner 
Roberta 
Shady Dale 
Stockbridge 
Williamson 
Woolsey 
Yatesville 

District No. 7 

Adairsville 
Bremen 
Calhoun 
Cassville 
Dallas 
Fair Mount 
Hiram 
Kingston 
Marietta 
Menla 
Plainville 
Powder Springs 
Ringgold 
Rockmart 
Smyrna 
Summerville 
Tallapoosa 

District No. 8 

Arnoldsville 
Athens 
Bishop 
Bogart 
Bowersville 
Bowman 
Canon 
Carlton 

Total,
1921-
1929

1921 1922

3

1923 1924

1

1925 1928 1927 1928 1929

14 1 7 1 1

1
____ ____ ____ ____ ____ __ _ __--

1 ----------------------------
1 --------------------1

_
---- ---- ____ ____ ____ __-- _---

1 -------------------- 1
1 1 -_ _ ____ ____ ____ ____ ____ __-

16 1 ____ 5 2 3 3

____ ____ __--
1

i

1

____ ____ __-

1-

18 1 1 --------2 12 1 ____ 1

_ 1 ____ ____ __--
1

1

_--____
------------

____

___ ____ ____ ____ ____

1 --------------------1 ____ ___ _--

2

27 2 1 2 5 7 8 1

1 ____ ---- ----

1 1 ___- __-- ---- ---- ---- ---- ---- ----
2 --------1 1 ---- ---- ---- ---- ----
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Number of bank suspensions, by States, congressional districts, and years, 1921—
1929—Continued

I Total,

I
1

1921-
1929

1921 1922 1923 1924

1

1925 1926 1927

IGeorgia—Continued. I
District No. 8—Continued. 

I
1Carnesvdle 1

1Colbert 1 1
1Comer 

Elberton_  
1
2 2

Godfrey 1 1
1Greensboro 1

1Hartwell 1
1Lavonia 

Loganville 
Madison 
Royston 

21
1
1

1

1

1

1
1
1 Social Circle 

Washington 
1
1 i 1

1White Plains 1

District No. 9 41 8 3 3 5 4 11 3

1928 1929

Alpharetta 1 1
1Ball Ground  1

Blue Ridge  1
1Canton 1
1Clarksville 1

1Cleveland  1
1Commerce 1
1Cornelia 

Covington 
1
1

1
.. 1

I Crawford 
Cumming 

1
2 1 1

1 Dacula 
Dawsonville 

1
1

1
1

1Duluth 1
1 Eatonton 

Flowery Branch 
4
1

2
1
1Grayson 1

1Hiawassee 1
1Homer 1

1Lawrenceville  
Lexington  

1
2 1 1

1Lula 1
Mansfield-------------- 3 1 1

1Maxeys  2
McCaysville ----------- 1 1

1Newborn 2 1
1Norcross 1

1Statham 1
1Watkinsville  1

Winder 
Wrens 

1
2 I 1 1

1 District No. 10 22 5 2 3 5 1

Augusta 1 1
Avers 1

1Bartow 2
Davidsboro 1

1 1Gordon 4
Harrison 1
Louisville 1

1

1

1
1

6

1
1
1

L
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Number of bank suspensions, by States, congressional districts, and years, 1921—
1929—Continued

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927 1928 1929

Georgia—Contd.

District No. 10—Contd.
Sandersville 2 _ _ _ _ _ I
Sparta 2 _ 1 --
Stapleton 1 --------------------1- - - - - -
Tennille 1 ---------------- ---- 1
Thomson 

-1Wadley 1 ______ ____ ____ ____ __- -
Warrenton 1
Warthen 1

District No. 11 19 6 __ __ 1 2 1 3 ____ 5 1

Adel 
Alapha 
Alma 2 __ _ __ __ _ _ __ 1
Ambrose 1 __ __ __ _ _ _ __ _ _ __ _ _ _ _ -
Blackshear 1 - - - - -- - - - - - - - - -- - ---
Douglas 1
Hahira 
Hazlehearst 
Milltown 1 1
Naylor 
Nicholls 2
Ocilla 1 ---_ ---- ____ ____ ____ __ - -
Pearson 
Valdosta 

36 7 3 1 4 3 ', 11 ____ 5
—

2District No. 12 

Abbeville - - -- - --- - ---
Adrian 

-1Alamo 2 , 1
Alston 1 - - - - --- - ---- ---- - - - -
Byron 
Cadwell 
Chauncey _ 1 ---- ---- - ---
Chester -
Cochran ____ 1
Danville 1 --------------------1__—
Dublin 

-Eastman 3 1 i
Fort Valley ---- - --- -- -- 

-Glenwood 1 _-__ - -- - - -- - - ______ ____ __-_ ____ 1
Hawkinsville 1 1
Helena -- -- - - - ---- ---- - - - -
Jeffersonville 1 ---- -- -
Kite 
Lovett 

-1
-

Lumber City __ ____ _ _ _ _ II_ ___ _ _- -
Norristown 1
Pineview 
Rochelle 1 --------------------1
Rockledge 1 1
Scott 1 ---- ----
Soperton 
Stillmore_  2 ---- ---- ---- -- - - - -- -
Swainsboro 1 1 ____ _ ---- --- - --- - - - --
Wrightsville 



9

1

2
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Number of bank suspensions, by States, congressional districts, and years, 1921—
.1929—Continued

Hawaii

Idaho 

bistrict No. 1 

Bonners Ferry 
Caldwell 
Cambridge 
Coeur d'Alene 
Council 
Fruitland 
Horse Shoe Bend 
Jerome 
Kamiah_  
Kooskia 
Leadore 
May 
Middleton 
Midvale 
Nampa 
New Plymouth 
Nezperce 
Orolino 
Payette 
Peck 
Salmon 
Stites 
Weiser 
Wilder 

District No. 2 

American Falls 
Ashton 
Bellevue 
Blackfoot 
Bliss 
Boise 
Bruneau 
Buhl 
Burley 
Carey 
Declo 
Dubois 
Eden 
Gooding 
Bailey 
Hansen_  
Heyburn 
Homedale  
Idaho Falls 
Meridian 
Montpelier 
Mountain Home 
Murtaugh 

Total
1921-

,

1929
1921 1922 1923 1924 1925 1926 1927 1928 1929

1 ____ 1 ---- ---- ---- ---- ---- ---- ----
_____

72 23 8 10 7 8 4 7 2 3

27 8 2 3 2 2 3 4 ____ 3

____ ---- ____

-1

1 ____ 1
1

1
1 1 -

1 1 ____________________________ _

1
1 1 ____ ____ ____ ____ ____ ____

----
____

----
____

1 1 ____ _______________________
---------------- ---------------- ---1

1 1 ____________________________ ____

2

45 15 6 7 5 6 1 3 2

---- ---- ---- ---- ---- ----
2.

1 1 ____ ____ ________________ ____ ____

1
1 -

2
4 -
1 ------------1
1

---- --- - ---- ---- ---- ----
1

1 1 ________ ____ ____ ____ ____ ____
_

____

1
-1 ____I 1 ---- ---- - -- ---- ---- ---- ----

100136-30—voL 1 PT 4-3
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Number of bank suspensions, by States, congressional districts, and years, 1921-
192.9—Continued

Idaho—Continued.

District No. 2—Continued.
Oakley 
Paul 
Pocatello 
Rexburg 
Rigby 
Ririe 
Rockland 
Rupert 
Shelley 
St. Anthony 
Wendell 

Illinois 

District No. 6 

Chicago 
Franklin Park 
Oak Park 

District No. 10—Waukegan_

District No. 11 

Aurora 
Downers Grove 
Marengo 
McHenry 

District No. 12 

Genoa _ 
Oswego 
Rutland 
Winnebago 

District No. 13 

Davis 
Dixon 
Fenton 
Hanover 
Lyndon 
Prophetstowu 
Stockton 

District No. 14

Aledo 
Augusta 
Bardolph 
Biggesville 
East Moline 
Gladstone 
Matherville 

Total,
1921- 1
1929 1

1921 1922 1923 1924 1925 1926 1927 1928 1920

----

__ --____ ____

1 ____ ____ ____ _---
____ ____ _--

-1
-

3 ____

138 10 4 5 14 8 20 29 14 34

13 , 2 2 3 1 ----------------

112 1 3 4

i
_

------------

4 1

--------
1

1
1
—

2 •

--------------------------------
1

_ --------
1

7 2 1 ------------1 ____
_

2
-

-----------------------------1
- - - -- - - - - -

1 ___ ____ __-- __ - _ - - -
---------------------------

1 -- -- - - -- - _ ____ ____ ---- - _- - - - - •

12 1 --------- 2 2 3 1 2
—

_ 1 _
..-

1 --
-----------

----

2

---

- ___ ____ ___



f-

2

4
District No. 17

5
Arlington 

4 Buda
Cllenoa 
Colfax
East Peoria 
Fairbury
Guthrie
1,•9 Roy
Magnolia
McLean
Meadows 

1 Princeville
1 Toluca 

2 District No. 18 

2 Gliebanse 
Grant Park
Kankakee
Momence
Neoga

District No. 19 

Allenville
Arcola
Blue Mound 
Champaign
Cisco
Cowden 
Decatur
Deland
Fisher
Poosland 
Hindsboro 
Lakewood
La Place
Mansfield
Mattoon
Moweaqua

2
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Nuniber of bank suspensions, by States, congressional districts, and years, 1921-
1929—Continued

Illinois—Continued.

District No. I4—Continued.
Rock Island 
Sheirard 
Stronghurst 
Viola

Bietrict No. 15

Abingdon 
Annawan 
Astoria 
Geneseo 
nooppole 
Kewanee 
Maquon 

Total,
1921- 1921
1929

1922 1923 1024

____

1925

__

1926 1927 1928

-1

1929

• 1 ____

1 ____________

____ ____

8 2 --------------------------p
1

2

1

1 ____ ____ ____ ____

I

1

____ ____ ____

__--

_I

I

_---

----I

13 ________ 1 3 1 3 4 ____ 1

1

1

1
1
1

____

________________________

--------------------1
 --------------------------------1

----
__ _ ____ ____ ____

----

__

____

----

____

____

----

____

-

5 ----------------2 --------1 2

1
1

________________________________

----------------------------1---i

____ ____ ____

1

____

25 2 , __

--1-

1 3 1 7 5 5 1

2

1

1
1
I -

1
I
I
2
1 ------------------------------1

------------------------1

--- - ---

1 ____ 1 ____

----

____

----

____
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Number of bank suspensions, by States, congressional districts, and years, 1911".
/929—Continued

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927 1925 1

Illinois—Continued.

—
,

District No. 19—Continued.
Rantoul 1
Sadorus 
Shelbyville 
Stewardson 
Sullivan_  1
Urbana  1 ____ ____ ____ ____ ____ ____ ____ _ __ -

District No. 20 

- -- -
—

- - - - -•Bath 
Greenview  1 - - ---- - --- 1 - - - - --
Griggsville  1 _
Havana  1

- - -- - --- - -- - - - -- -- --

Kilbourne  1 _
Jersey ville  1 -
New Canton  I
New Salem  1

- - - - - - - -

—

District No. 21 3 1
—

Bulpitt 1- - - - - --- - - - - --- - - --- - -- - - ---
Edinbury 
Farmerville 
Mt. Auburn 
Springfield 2 -------------------- ---- 2
Stonington 
Taylorville 
Tamaroa 
Thomasville 

)istrict No. 22 

1 __

—

Alhambra 
East St. Louis --- - --- - ---- --- - --
Troy 
Venus 1-- --- ---- - - - -
Woodriver 

)istrict No. 23 

Divide 
Hunt 
Walnut Hill 1 ------------------------1_

Nstrict No. 24 10 2 3 i

Bible Grove 

___
1

Dahlgren 
Eldorado 
Galatea 
Harco 

I ------------------------1
New Haven I--- - - - - -
West End 
West Salem 1-
Xenia  1 1 ----------------------------

—_

1



of-
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Number of bank suspensions, by States, congressional districts, and years, 1921—
1929—Continued

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927 1928 1929

Illinois—Continued.

District No. 25 6 1 1 2

Benton 
Logan 
Mankanda 

2
1
1

1
1

1 1

Royalton 
Sesser 

1
1

1
1

Indiana 115 7 7 4 10 7 25 24 24

District No. 1 3 2

Dale 
Fort Branch 
Newburgh 

1
1
1 1

1
1

District No. 2 13 1 1 1. 5

Bloomfield 
Brooklyn 

1
1

Parmershurg 
nYtnera 

1
1

Jasonville 
Merom 

1
1

Monroe City 1
Shelburn 
Sullivan 
Vincennes 
SPencer 

District

1
2
2
1

_ 1
1
1

1

1

No. 3 4 ____ 3 1

Corydon 2 ____ 2
Elizabeth 1 ____ 1
Huntingburg 

District

1

No. 4 8 1 2 1

Burney 2
Crothersville 2
Hope 
Letts 
Scipio 

District

2
1
1

1
1

1

No. 5 6 1 1 1 1 2

Bainbridge 1
Clinton 
North Salem 

1
1 1

1

Plainfield 
Stilesville 
Universal 

1
1

1
1
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Number of bank suspensions, by States, congressional districts, and years, 1911'
/929—Continued

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927 1929

1

19

Indiana—Continued.

District No.. 6 

Gwynneville 
Liberty 
Richmond 

3 1

1
1
1 1

1

- - - - - - -

_

1

District No. 7 4 1 9

Action 
Beech Grove 

1
1 1

-

Indianapolis 2 1

District No. 8 15 2 3 9 1 6

Bluffton 
Dunkirk 

3
1 1

1 2

Geneva 2 1
Keystone 1 1
Liberty Center 1 _ 1
Markleville 1
Petroleum 1
Portland 1 1
Redkey 
Tocsin 
Uniondale 

2
1
1

2
1

-

District No. 9 14 2 2

Arcadia 1
Attica 1 1
Colfax 1 1
Darlington 
Delphi 
Flora 1
Kirklin 1
Kokomo 1 1
Ladoga 1 1
Linnsburg 1
Noblesville 
Rosston 1 ---

Whitestown 1 _

District No. IP 11 2 ____ 2 2

Ambia 1 1 _--- __.

Gary  1 1
Hobart 
Kentland  1
Kouts  1 --
La Fayette  1 1
Monon  1
Monticello  1
Williamsport  1 1
Wolcott 1

1 11



2

_

-

_ -

-

1

2

2

-
-
1

1
_
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Number of bank suspensions, by States, congressional districts, and years, 1921-
1929—Continued

Indiana—Continued.

District No. 11 

Bunker Hill 
Galveston 
Hartford City 
Huntington 
La Fontaine 
Matthews 
Medaryville 
Montpelier 
Onward 
Wabash 
Warren 

District No. 12 

Angola 
Churubusco 
Columbia City 
Corunna 
Fort Wayne 
Grabill 
Hoagland 
Huntertown _  
Lagrange 
M on go 
Yoder 

District No. 13 

Argos 
Claypool 
Lakeville 
Milford 
Millersburg 
North Liberty 
Sidney 
South Bend 
Tippecanoe 

Total,
1921-
1929

11

1921 1922 1923 1924 1925 1926

1 2

1927 1928

5 1

1
1
1
1
1
1
1
1
1
1
1

13

Iowa 

District No. 1 

1
2
2

1
1

1
1
1
1

1
1

1

1
1

1 1 2

1929

1

6 _ _ 2

1

10 1 1

1
1
1
1
1
1
1
2
1

3

1
1

1

1

1

1

Batavia 
Birmingham 
Bonaparte 
Brighton 
Columbus Junction_ _ _ _
Douds 
East Pleasant Plains_ _ _
Farmington 
Fort Madison 
Keosawqua 
Kingston 

528 24 12 35 83 84 135 70

30 1 1 2 6 1 3 6

51 34

9 1

2
1
1
1
3
1
1
1
1

1

1

1

1
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Number of bank suspensions, by States, congressional districts, and years, 19B I-
/ 929—Continued

Iowa—Continued.

District No. 1—Continued.
Letts 
Lockridge 
Morning Sun 
Mount Pleasant 
Mount Sterling 
Oakville 
Riverside 
Rome 
Stockport 
Wapello 
Washington 
West Point 
Yarmouth 

District No. 2

Bellevue 
Charlotte 
Conesville 
Davenport 
Grandmound 
Iowa City 
Lost Nation 
Low Moor 
Maquoketa 
Marengo 
McCausland 
North English 
North Liberty 
Oxford 
Parnell 
Preston 
Sabula 
Spragueville_  
Swisher 
Victor 

District No. 3 

Aredale 
Aurora 
Cleves 
Dyersville 
Eagle Grove 
Frederika 
Goldfield 
Greene 
Hazleton 
Holy Cross 
Hopkinton 
Hudson 
Jesup 
Lamont 
Laporte City 
Manchester 
Masonville 

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927

,

1 1928 192

I

-- - —

-1 __-- ---- ---- - --- - - -

• 1

____ ___

1
- - _-.7------

• 25 3 2 2 2 3 2 3 6

• 1

-1 __1

1 -- _
2

1 i

1
1 __

-1 --------------------1

1

40 1 2 1 6 11 Si 3 6
i

i

1
1 - ---- ---- ---- ---

i

••••
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Number of bank suspensions, by States, congressional districts, and years, 1921-
19.e9—Continued

Iowa—Co

District No. 3—
New Hartfo
New Vienna
Owasa 
Parkersburg
Peosta 
Quasqueton
Ryan 
Sheffield..
Shellrock
Sherrill_
Stanley-
Sumner..
Tripoli_
Union 
Waterloo..
Winthrop-
Zwingle_

District No. 4_ 

AltaVista_
Arlington..
Bassett_
Cartersville
Charles Cit
Chester..
Elms, 
Fertile 
Fredericksb
Grafton_
Hawkeye_
Ionia 
Lansing_
Manly
Marble Roc
Mason City
Nashua_
New Albin
New Hamp
Oelwein_
Osage 
Plymouth_
Quadahl_
Riceville
Rockford_
Rossville_
Strawberry
Swaledale..
Thornton_
Ventura_
Waterville
Waukon_

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927

—

1923 1929

atinued.

-Jontinued.
.d 

-1

2 ......-------------------------11
-----------------

---- ---- ---- ----
_ 1 ____

-------------------------------- 1
-------------------------------- 1

----------------
1

48 2 ____ 1 7 13 13 4 4 4

-------------------------------- -- 1
__

_____________
pr ----------------

2
-1 --------

1 -------------------------------- 1
urg 

--------------------21
____ ___

1 ------------------------------
1 ---- ----

k 

-1

2- ------------
1 ________________________ 1

-ton 1

1 ---------------------------- --I

-1

Point 
1 __ ____ ____

2 ----------------2
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Number of bank suspensions, by States, congressional districts, and years, 1921—
1929—Continued

Iowa—Continued.

District No. 5 

Alburnet 
Belle Plaine 
Central City 
Chelsea 
Clutier 
Dike 
Fairfax 
Garwin 
Haverhill 
Legrand 
Marshalltown 
Newhall 
Norway 
Oxford Juntion 
Rhodes 
St. Anthony 
Stout 
Tama 
Toledo 
Troy Mills 
Vinton 
Walker 

District No. 6 

Barnes City  
Brooklyn 
Deep River 
Eddyville 
Farson 
Fremont 
Grinnell 
Harper 
Hartwick 
Hedrick _  
Kellogg 
Keswick 
Lovilia 
Malcom 
Martinsburg 
Montezuma 
New Sharon 
011ie 
Searsboro 
Sigourney 
What Cheer 

District No. 7 

Bouton
Cambridge
Collins 
Colo 
Des Moines 
De Soto 1
Dexter 

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927 1929 1929

-

3 8 8 2 2

1 ------------

------------

21
____ ____ 1 --------

-------------------------1
1 ____ ____ ____ ____ _ ____ ____ ____ 1

____ ____ ____ ___.

- ---- ---- 1
____ _-__ ____ _---

27 6 7 3 1 3

r..1 
•••I 

•••. ,
 
C
O
 

C
•4
 

Csi 

____ ---- ---- ---- _--- --_- -___ ____ 1

---- ---- --
--1 ----------------

------ --
1- 
----1

-
1

---
1 ----------------- 

1 ________ ____ __--
--------

1
____

____ __--

1

---- ---- ---- ---- - 1 ---- ---- ----
____ 1 _ -

_

36 1 2 2
—

8 6 10 5 11 1

-
1 1

1
7 1- ' h- 1

_



7-1

1-

19

2

1

3

1

BRANCH, CHAIN, AND GROUP BANKING 337

Number of bank suspensions, by States, congressional districts, and years, 1921-
1929—Continued

le

District N
Elkh
India
Knox
Laco
Liber
Linde
Melo
Milo
Neva
Perry
Persh
Pleas
Redfi
SheId
St,
Story
Swan
Tracy

District N

Afton
Allert
Arisp
Athel
Bartle
Bedfo
Brad
Clari
Clear
Clio_
Cory
Crest
Davis
Decat
Derby
Garde
'lamb
Laroo
Leon
Linev
Moult
Osceo
Pleas
Sews.],
Shena
Udell
Wood

bistrict N

Adair
Anita
Atlan
Aubu
Avoc
Eagle

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927 1929

____

al

1929

a—Continued.

o. 7—Continued.
rt_
aola 
dile ____ ____
La 
;y Center ---- ----
n 1 ________________ __ _-__ ____ ____
ter 1 ____ 1 ----------------------------

1 --------------------1
la  2 2 ____ ____

3 ----------------3 ____ ---- ----
Mg 1 ----------------------------1
intville 1 ----------------1
Ad 1 ------------1

-IOil 1
arys 

-1
---- ----

City 1
---- ---- ---- ---- ---- ----

o. 8 33 1 ____ 1 9 7 4 6 3 2

on 
2 ____ ____ ____ ---- - - --

! 1
;tan 1 ----------------1
,tt 1

-rd 1 --------------------------------1
yville 1 ------------1
,da 
ield 

1
i

1
on  2 ---- ---- ----
m 1 ------------1
City 1 1
ur 1

n Grove 
1 ----------------------------1

urg 2 ------------2
ni 1

,Ile 
on 

____ ____

La 1 ________________ 1 ____________ ____
,nton ---- ---- ---- ----

____ ____ ____ ____
ndoah 1 _ ____ ____ ____
• 1
burn 1 ________________ ____ ____ ____ ____

D. 9 41 2 1 10 9 4 8 2 2 8

1 1 ---- ---- ----

ic _ 1
>on 1 _

-1 _I_
i,, 1 - -
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Number of bank suspensions, by States, congressional districts, and years, 190"
1929—Continued

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927 1928 1929

Iowa—Continued.

District No. 9—Continued.
Bayard 
Bridgewater 

3
1

1 1 1

Carson 
Cumberland 

1
1 1

1
-

Dunlap 
Elliott 
Glenwood 
Griswold 

2
1
1

1
1
1

1
-

Greenfield 
Lewis 

1
1 1

1

Logan 
Magnolia 

4
1

3
1

1

Malvern 
Marne 1 6

1

Massena 2 1 1
Menlo  1 1
Mondamin  1 1 - -

Neola  1 1 _

Panora  1 1
Red Oak  2
River Sioux  1
Stuart  2 1
Trey nor 
Walnut 
Wiota 

1
1
1

1
1 - -

District No. 10 130 2 2 10 16 18 49 17 11

Algona 
Anion 

6
1

1 a_ 2
1

Armstrong 1
Ayrehire  1 1
Bancroft 3 1 1 1
Barnum 
Beaver 1
Berkley 2
Blairsburg 1 1 _

Bode 1 1 -

Boyer 1 1
Bradgate 1 1 - -

Britt 2 1 1 ____ _

Buckgrove 1
Calmar 1
Chui don 
Clare 
Coon Rapids 

1
1 1

1

Cooper 1 - -0'

Corwith  _ 1
Curlew  1 - -"

Cylinder  1 1
Dayton  1 1
Decorah 1 _

Dedham 2 _ 1
Denison 4 3 1
Dolliver  2
Dow City  1 1

1 _

- 0"



5

1

-

—

-
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Number of bank suspensions, by States, congressional districts, and years, 1921—
/929—Continued

Iowa—Continued.

District No. 10—Continued.
Buncombe 
Einmettsburg 
Estherville 
Farlin 
Farnhamville 
Fenton 
Fonda 
Forest City 
Fort Dodge 
Garner 
Gilmore City 
Graettlinger 
Gruver 
Havelock 
Hayfield 
Humboldt 
Huntington 
Jefferson 
Kiron 
Hlernrne 
Lake Mills 
Lakota 
Lehigh 
Leland 
Lidderdale 
Lonerock 
Luther 
Luverne 
Mallard 
Manilla 
Manning 
Miller 
Napier 
Otho 
Ottosen 
Palmer 
Pocahontas 
Randall 
Renwick 
Rinard 
Ringsted 
RiPPoY 
Rodman 
Rolfe 
Ruthven 
Schleswig 
Swea City 
Thompson  
Vail 
Webster City 
Wesley 
West Bend _ 
Westside 
Whittemore 
Yetter 

Total,
1921-
1929

1
5
5
1
1
2
1
2
1
1
1
1
1
1
1
2
1
5
1
1
2
1
1
1
2
1
1
1
2
1
2
1
1
1
1
1
2
1
2
1
4
1
1
1
2
1
4
1
2
2
1
2
2
2
1

1921 1922

1

1

1

1923

1

1

2

1

2

1929 192.5

1
1

1926

A
1 ____

1

1

1 ____

1

- 2
1
1

2
1
1

1
1
2
1

2

1

2

1927 1928 1929

1

1

1

2

1

1

1

2

1

1

1
1

1

1

1
1

1

1

1

1

1
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suspensions, by States, congressional districts, and years, 1911'Number of bank

Total,
1921- 1921 1922

1929—Continued

1923 1924 1925 1926 1927 1923
1929

Iowa—Continued.

District No. 11 92 10 2 6 11 12 26 13 6

Alta 
Alton 
Alvord 

2
1
1

1
2

1
-

Anthon 2
Arthur 
Ashton 
Auburn 
Babtle Creek 

2
1
1
1

2
1

1

- _
_.."

-

Brunsville 
Castana 
Cherokee 
Danbury 
Doon 
Early 
Everly 
Fostoria 
George 
Greenville 

1
1
1
1
1
1
1
1
1
1

1

1
1
1
1

1
1

Harris 3 1 1 1
Hartley 3 1 2
Hawarden 2 2
Holstein 1 1
Hospers 1 1
Idagrove 1 1
Inwood 1 1
Ireton 
Kingsley 
Lake Park 
Langdon 
Larrabee 
Lawton 
Le Mars 
Linn Grove 

1
1
1
1
1
1
1
1

1

1

1
1

1

1
1

1

_

---"

---"

_

--"

Little Rock 
Lytton 

1
1

1
1 _

Marathon 1 1 _--"

Marcus 1 1 _

Matlock 1 1
Melvin 1
Merrill 1
Milford 2 1 _

Moneta 1
Montgomery 1
Nemaha 1
Odebolt 2 1
Onawa 1 1
Oto 2 1
Paullina 
Pierson 

1
2 1

1
1

_ --"

Quimby 1 1 _

Rock Rapids 1
Royal 1 1 _

Sac City 
Sanborn 
Sheldon 

3
1
1

- -

_
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Number of bank suspensions, by States, congressional districts, and years, 1921-
1929—Continued

Total,
1921-
1929

Iowa—Continued.

District No 11—Continued.
Sibley 
Sioux City 
Sioux Rapids 
Smithland 
Spencer 
Spirit Lake 
Superior 
Sutherland 
Terril 
Ulmer 
Ute 
Washta 
Webb 
Westfield 

Kansas 

District No. 1 

Arrington 
Cummings
Holton 
Lansing 

1921 1922 1923

1
5 2

1
1

1
1 1
3
1
2
1
2
1 1
2
1
1
1

1924 1925

223 14 20
_—_---_

34

15 1 2
--

1

1

Leavenworth 
Linnwood 
Oneida 
Powhattan 
Roseville 
Sebetha 
Seneca 
Tonganoxie 
Topeka 
Wetmore 

District No. 2-------------
Blue Mound ----------
Centropolis 
Colony  
Eudora_  
Port Scott 
Garnett - - -  
Kansas City  
La Cygne 
Lane  
Lawrence 
Le Loup 
Moran 
Olathe 
Osawatomie 
Rantoul 
Spring Hill 
Zarah 

26

1

3
__- _-

1 3

1
1
1
1
2

1
1

1
1
1 1

1
3 1 1
1
2 1
1

1 1

1926 1927

1

2
1

1928 1929

1
1 _ _ _

16 19 46 36
--

26
--

1 4 1 2 :3

1

1
1
1

1

1
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Number of bank suspensions, by States, congressional districts, and years, 1921—
1929—Continued

Kansas—Continued.

District No. 3 

Altamont 
Altoona 
Angola 
Arkansas City 
Anna 
Bartlett 
Chanute 
Chautauqua 
Cherokee 
Cherryvale 
Chetopa 
Coffeyville 
Dennis 
Earleton 
Elgin 
Elk Falls 
Farlington 
Frontenac 
Girard 
Hallowell 
Havana 
Hewins 
Kimbal 
Labette 
Longton 
McCune 
Moline 
Mound Valley 
Mulberry 
New Albany 
°polls 
Oswego 
Parsons 
Pittsburg 
Thayef 
Valeda 

District No. 4 

Belvue 
Burlingame 
Burlington 
Burns 
Cottonwood Falls 
Council Grove 
Delavan 
Dunlap 
Dwight 
Emmett 
Florence 
Gridley 
Halls Summit 
Hartford 
Harveyville 
Lebo 

Total,
1921-
1929

1921 1922 1928 1924 1925 1926 1927 1928 1924

-

,

40 2 4 6 3 13 10 1 1
—,

1 ________________ ____
1 ________________________ 1 !__

1 ________________________ 1 j____ _
1

1 ____ ____

1 ________ 1 ---- ---- ---- ---
1 1 ________ ____
2 1 ___________________ I

1 --------1

1 ____ 1 ______________________
1
__ -

1 _ ____ _
1 1 ____________________________ __-

____ __-
1 ____ __-

---- ---

____ ___

1 ____ _--- ---_ ____ ----

31 ____ 2 5 4 4 5 4

2 _ ___ - 1 -1 ______________________-
________

---- ---

______-

-------------------
1
1 ---- ---- ----
1

-----------------------
1

____----

----------------------------1
---------------

1

1

•••
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Number of bank suspensions, by States, congressional districts, and years, 1921--
1929—Continued

Kansas—Continued.

District No. 4—Continued.
Lehigh 
Lyndon 
Madison 
Neosho Rapids 
Olivet 
0:uenemo 
Scranton 
&very 
Vernon 
Wamego 
Waverly 
Westmoreland 

District No. 5 

Ada 
Assaria 
Barnes 
Clifton 
Baddam 
Hanover 
Hope 
Manhattan 
Minneapolis 
New Cambria 
Sahna 
Summerfield 
Washington 
Wells 
Winfred 

'strict No. 6 

Atwood 
Beloit 
Bird City 
Cedar 
Covert 
Damar 
Ellsworth 
Esbon 
Cove 
Kays 
Kanona 
Kanopolis 
Kanorado 
Kensington 
Rirwin 
Lovew ell 
Ludell 
Marysville 
McDonald 
Osborne 
Otego 
Phillipsburg..  

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927 1928 1929

i

---- ---- ---- ---- ---- ----

17 3 3 1 ____ 3 2 3 1 1

1 - ---- -_-- _--- -
---- ----

-------------
----

1

----

1 ----------------

1 ----------------------------

2
2

____ i
_ --------

1 ____ ____ ____
____

----------------------------

1 ---- ---- ---- ---- ---- ----

42 1 ____ 7 1 3 13 3 13 1

----------------1

2 --------1
____ ____ 1

--

1
-1 -------------------------------- 1

1 ____ ____ ____
-

----------------

1 ____

------------
1

- ---- ----

1 ----
---- -- - ----

_

10013G-30—V0L 1 PT 4 4
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Kansas—Continued.

District No. 6—Continued.
Plainville 
Quinter 
Randall 
Scottville 
Smith Center 
Stockton  ' 
Tipton 
Walker 
Webster 
Wheeler 
Wilson 
Voodston 
Zurich 

District No. 7 

Adams 
Anthony 
Belmont 
Belpre 
Bloom 
Claflin 
Cunningham 
Elkhart 
Englevale  
Ford 
Garden City 
Geneseo 
Greensburg 
Harper 
Horace 
Hutchinson _ 
Kingman 
Lake City 
Langdon 
Lamed 
McCracken 
Minneola 
Partridge 
Pawnee Rock 
Pierceville 
Runnymede 
Saxman 
Tribune 
Wright 
Zenda 

District No. 8 

Andale 
Argonia 
Belle Plaine 
Caldwell 
Clearwater 
Eldorado 
Geuda Springs 
Goddard 

Total,
1921-
1929

— —

1921 1922 1923 1924 1925 1926 1927

—

1923 191

— — —

1 ________
____________ I _______---•

1 _

_ -1
1 ----------------------------1
1 _

--------------
1

_—

33 2 5 9 2 3 2

-- - ---- --'

1 ____ 1 __________________________

1 - - -- ---- ---- ---- ---- --1 _________________ ____
3 1 1 ____ 1 --------------
1 ------
1 __

------------------

-1
-___ ____ ____ ____ ____ --

1 ____ ---- ---- ---- ---- ---- ---- --
____ __

-1 1 ____ _--_ ____ ____ ____ ____ ____ --

1 ____ _

--

-
19 2 3 3 3 3 2 1 1

------

-1
______ ____ ____ __

1 ____ -- - - - -- - - - - - - --- - - -- - --- - -

2

-1

-1
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29

2
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Number of bank suspensions, by States, congressional districts, and years, 1921—
/929—Continued

Kansas—Continued.

District No. 8—Continued.
Groveland 
Mulvane 
Newton 
Peck 
Riverdale 
Viola 
White Water 
Wichita 

Kentucky 

District No. 1 

Hickman 
Lovelaceville 
Moscow 
Paducah 
Tolu 

District No. 2 

Calhoun 
Henderson 
White Plains 

District No. 3—Morgan-
town 

District No. 4 

Elk Horn 
Glendale 
Hardysville 
Hartford... 
Horse Cave 
Lebanon Junction 
Rockport 

District No. 7 

Stamping Ground 
Sulphur 

District No. 8 

Bryantsville 
Casey Creek 
Cornishville 
Cropper 
Junction City 
Perryville 
Salvisa 
Shelbyville 
Taylorville 
Wilmore 

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927 1928

- - -

1929

-

-1

- - - - - - - - - - - -

------------

1
1
3 _---

1 --------------------------------

-1

43 3 2 3 6 7 6 7 7 2

5 1

1

---- ---- ---- ---- ----

1
____

----

1 --------

1
1
1

------------
--------

,

____

• 7 -___________ 2 1 4 ------------

•
-

1
1
1

------------1

____________________

----------------

________ ____

10 2 2 __ 1 1 1 2 __ 1

1
1
1
1
1

-

1
- 1

1
1

____
____________________

____

-1
------------------------1
--------------------------------1

____

1

--------------------------------

____

----------------------------

1 - -

____

-
-____
_

-
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Number of bank suspensions, by States, congressional districts, and years, 1981—
/929—Continued

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927 1928 1929

Kentucky—Contd.

District No. 9 

Boyd_  
Brooksville 
Greenup 
Maysville 
Milford 
Morehead 
Sandy Hook 
Sunrise 

District No. 10 

Blackey 
Bond 
Hazard 
Himlerville 
Lothair 

3istriet No. 11 

Evarts 
Fountain Run 

Louisiana 

)istrict No. 2 

Edgard 
Gretna 
Hahnville 

)istrict No. 3 

Abbeville 
Delcambre 
Franklin 
Houma 
Jeanerette 
Lockport 

)istrict No. 4 

Cotton Valley 
Mooringsport 
Plain Dealing 
Sibley 

)istrict No. 5 

Monroe 
Newellton '
Oak Grove 
Rayville 
Shusboro 
Water Proof 

2 ____ 4

1 ------------------------ 1 --------

____ __--
=--_--

--------4

1 ---------------------------- 1

----

----

2 ____ ____ ____ ____ 1 1 ____ ____ __—

34 7 4 4 2 3 8 4 2 ___-

_ 1 ---- ---- ---- ---- ---- ----

1 ---- ----

---- ----
----
----

----
----

----
----

----
----
----

----
----

----
--
----

4

1
---- ----

----

-

---- ----

-

----

----

6

1
1

1

____

1

1

----

----

----

----

----

----

----

----

----

---- ----

---- ----

----

----
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Number of bank suspensions, by Stales, congressional districts, and years, 1921—
1929—Continued

Louisiana—Contd.

District No. 6 

Lottie 
Morganza 
New Roads 
White Castle 

District No. 7 

Crowley 
De Ridder 
Eunice 
Iota 
Oakdale 

District No. 8 

Dodson 
Florien 
Leesville 
Marthaville 
Sikes 

Maine

District No. 2—Wiscosset__

District No. 3—Belfast 

Maryland 

District No. 1 

Elkton 
Whitehaven 

District No. 2—Union
Bridge 

District No. 5—Seat Pleas-
ant 

District No. 6 
Emmitsburg 
Hagerstown 

Baltimore 

Massachusetts 

District No. 11—Boston 
District No. 13—Warren_ - _

Total,
1921-
1929

1921 1922 1923 1924 1928 1928 1927 1928

--

1929

3 ____ ____

-------
•

--------

6 2 ________ 1 2 1

____ ____ ____
1
2 1 ____________ 1

5 2 1

1 ____ 1 ____ ____ ____ ____ ____ ____
____ _-__ ____ ____ ____ ____

1 __ ---_ ____ -___ ____ ____ ____ _
1 _
1 --------------------1

1

---- ---- ---- ---- ---_

2 __ 1 ----------------1 _

11 5 --------1 1

2 1 _

1
__- 

_ 1 ____ ____ _ ____ ____ ____ ____
1 1 ____ ____ ____ ____ ____ ____ ____ ____

1 ____ 1 ____ ____ ____ ____ ____ ____ ____

2 1 ----------------------------1
2 ---- ---- ----
1 1 ____ ____ ____ ____ ____ ____ ____ ____

---- ---- ---- ----

4 ----

6 5 ____ 1

5



348 BRANCH, CHAIN, AND GROUP BANKING

Number of bank suspensions, by States, congressional districts, and years, 1921—
1929—Continued

Michigan 

District No. 2 

Britton 
Tecumseh 
Temperance 

District No. 3 

Grand Ledge 
Tekonsha 

District No. 4 

Allegan 
Dorr 
Edwardsburg 
Hartford 
Jones 
Marcellus 
Vandalia 

District No. 5 

Ada
Elinira 
Grand Rapids 

District No. 6 

Detroit 
Linden 
Otisville 

District No. 7 

Akron 
Almont 
Carsonville 
Clifford 
Decker 
Deckerville 
Fairgrove 
Gilford 
Jeddo 
Lum 
Millington 
Melvin 
New Baltimore 
Otter Lake 
Reese 
Richville 
Shabbona 
Silverwood 
Watrousville 

Total,
1921-
1929

1921 1922 1923 1924 1925 , 1928 1927 1928 MO

66 8 4 3 7 5 23 7 9

3 1 ----------------------------2

1 __ ____ ____ ____ ____ ____ ____

1
1

__--

2 ________ ____________ 1

________ _

—

7 2 1 ____ 1  2 1 --------

1

1
1
1
1

1

____

--------------------------------

--
1 ----------------------------

_

--

,

4

1

2 2

_--

1 1

--
1

____ __

19 1 1 ____ 1 1 12

1

1
1

____ 1 ----------------------------

----
----

----
----

----
----
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Ntonber of bank suspensions, by States, congressional districts, and years, 1921—
1929—Continued

Michigan—Contd.

District No. 8 

Belding 
Northstar 
Oakley 
Orleans 
Saranac 
Trufant 

District No. 9 

Manistee 
Ravena 
Thompsonville 
White Cloud 

District No. 10 

Bay City 
East Tawas 
Evart 
Rale 
Midland 
Munger 
Reed City 
Sanford 
Tawas City 
Tustin 
West Branch 

District No. 11 

Alba 
Lachine 
Mackinaw 
Vanderbilt 

District No. 12 

Daraga 
Iron Mountain 

Minnesota 

District No. 1 

Albert Lee 
Alden 
Austin 
Brandon 
Brownsvalley 
Claremont 
Conger 
Dexter 
Dodge Center 

Total,
1921-
1929

1921 1922 . 1923 1924 1925

----------------1

1926 1927 1928 1929

6 1 2 1 1

1 1 --------------------------------
1

-1
------------------------

1

4 ------------11 2 ____ ____ ____

----------------
1 ---- ---- ---- ---- ----

---- ---- ----

12 --------1 2 ____ 5 1 ____ 3

------------
2 1 --------------------
1 _ 1 ------------
1 ---------------- ---------------- 1

------------
1 --------------------------------1

--------------------
1

-1 --------------------------------1
------------

4 ---- --__ _-__ 1 __ 1 1 ____ 1

1

1

2

1 ------------------------1 --------

411 13 14 45 55 50 92 65 46 31

28 2 ____ 3 4 2 8 3 1 5

1

------------
1 --------------------------------1
1 ---- ---- ----

1 1 _

1
1

------------
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Number of bank suspensions, by States, congressional districts, and years, 19B1-
1929—Continued

Minnesota—Contd.

District No. 1—Continued.
Douglas 
Emmons 
Glenville 
Hartland 
Matawan 
Minneiska 
Oronoco 
Owatonna 
Plainview 
Rochester 
Sargeant 
Simpson 
Spring Valley 
Taopi 
Weaver 
West Concord 

District No. 2 

Adrian 
Alpha 
Amboy 
Arco 
Avoca 
Beaver Creek 
Belview 
Brewster 
Butterfield 
Chandler 
Cobden 
Currie 
Dovray 
East Chain Lakes 
Foxlake 
Fulda 
Good Thunder 
Granada 
Guckeen 
Hatfield 
Heron Lake 
Hills 
Holland 
Iona 
Jasper 
Lake Wilson 
Lamberton 
Lismore 
Luverne 
Mapleton  
Minnesota Lake 
Monterey 
New Ulm 
North Redwood 
Pemberton 
Redwood Falls 
Ruthton 

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927 1928 1

1 1 ____________________________-

____ -.
---------

1
1

1 1 ____________________________-
1

1 --------------------1

66 3 1 4 14 6 14 14 10 -
;

1 _____-______________________ 1 _

1 ----------------------------1-.

-----------------
1

1 ----------------------------1 _
1 ____________________ 1

-1 1

- -1 1
----------

1

1

2
-----

1
-1

---------
2 1

________________ 1

29

Li

_
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Number of bank suspensions, by States, congressional districts, and years, 1921—
1929—Continued

Distric
Se
Sla
Sle
St
St.
St
Tri
Tr
Ty
Ve
Ve
Wa
Wa
We
We
Wi
Wi
Wi
VV

District

Aft
Ca
Elk
Pa
Fa
Gib
Ha
Ear
Les
Mo
Ne
No
Pin
Sh
St.
Wa
Wit

District

District

Ale
Bee
Big
Bra
Bro
Cas
Cla
Cle
Cro
Eag
Eva
Fair

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927 1928 1929

Vlinnesota—Contd.

, No. 2—Continued.
rles 
yton 
ePy Eye 
en 

---

James 
rden 

---- --- - -- -

umph ____ ____ ____ ____ - _ _ _
)skey 
rer 
'di 1 ------------1
'non Center 1 ----------------------------1
basso 
lnut Grove 

--__ -__- ----

Iters _ 1 ____ ____ ____ ____ - ---
Hs 1 ____ ____ ____ ___ _
[rnont ---- ---- --__ -- . -
adorn 
anebago 
rthington 

2 1 --------------------1

-_-_ - -__ _ ___ ____ - ---

No. 3 

on 
limn Falls 

17 1 1 ____ 4 2 2 1 2 4

- - - -____ ____ ____
o 1 _ I
ibault 1  --------------------------------1
rnington _ -_ _
bon 1 1

____ ____

'Tipton __ __
dings _ 1 ____

____ ____
_ __ _

ter Prairie 
rristown 
v Germany 

1 ------------1 ____
____
____

____
____

____
____ _ _ __

•th Mankato 
e Island 1 ------------1 ____ ____ ____ ____ -
kopee 1 ____ 1 ____ ____ ____ ____ _ __
Peter ____ ____ ____ ____ _ __ _
namingo 1 --------------------------------1
isted 1 --------------------------------1

No. 4—St. Paul__ _ _ 6 ------------1 ____ 3 1

No. 6 52 ____ 1 10 5 9 10 11 4 2

candria 
ker 

4 ____ 1 1 ____ 1 1 ____ ____ _ _ __

Lake ----------------1
inerd 
oten 

---- - --- -___ ____ ----
_

s Lake ---- ---_ ____ _
-issa ---- --__ _ _
ir Lake 
sby 
le Bend 

---- ---- - - --

.nsville 
•haven 
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Number of bank suspensions, by States, congressional districts, and years, 1921"
1929—Continued

Minne

District No.
Genola_
Georgevi
Grey Ea
Hackens
Hillman_
Holdingf
Holmes
Ironton_
Jenkins_
Little Sa
Long Pr
Meire G
Melrose_
Millervil
Nelson_
New Mu
Osakis_
Park Rai
Piers
Pine Riv
Rice
Richmon
Royalton
Sauk Raj
Sebeka_
Solway-_
Spooner_
St. Cloud
St. Josep
St. Mart
Verndale
West Un

District No.

Alberta
Appleton
Ashby_
Atwater_
Balaton_
Beardsle
Bellingh
Benson_
Bird Isla
Boyd_
Buffalo
Chokio_
Clinton
Correll_
Cyrus_
Danvers_
Dassel_
Dawson_
Dumont_
Glenwoo
Gracevill
Grove Ci
Hawick

Total,
1921-
1928

1921 1922 1923 1924 1925 1926 1927 1929 1

—

sota—Contd.

i—Contd.

[le 
Oe ____ _
Lek ____ ____ ____ _

____ _
3rd 
ity 1 ________________________

____ ____ _
• 
ik 
irie 
ove 

e 

1

____ _

____-

nich ---------------------
1

Ads 

31' 

ci 

1 ---- ---- --__ ___- ---- --__ ____ ____

1 --------------------1
Ads 

---- -
-----------------

1
1 ____ ____ ____ _

h ----
n 

---- ---- -

on 1 ____ ____ ____ ____ ____ ____ ____ ____

65 5 1 3552111 5

1 ____ ____ ____ ____ ____ ____ ____ ____
2 1 ________________

-------------
1

,
m 

2 _______-________________ _

nd 1 _________________--- ---

,ake 1 _______-_________------- 1 -----
1 1 -----------------------------
1 -------------------------1
1 1 ------------------------------
1
1 1
1

1 ----------------------------1...
I 2 ----------------11
' 
ty 

929

9

1
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Number of bank suspensions, by States, congressional districts, and years, 1921-
1929—Continued

Minnesota—Contd.

District No. 7—Contd.
Herman 
Hoffman 
Holloway 
Kandiyohi 
Litchfield 
Louisburg 
kynd 
Marietta 
Montevideo 
Morris 
Morton 
Murdock 
New London 
Odessa 
Olivia 
Ortonville 
Renville 
Spicer 
Swift Falls 
Tintah
Villard 
Watson 
'Willmar 

District No. 8 

Biwabik 
Brookston 
Cloquet 
Cromwell 
Deer River 
Duluth 
Grand Rapids 
Meadowlands 
Moose Lake 
Mountain Iron 
Northome 
Ranier 
Virginia 

District No. 9 

Ada 
Alvarado 
Argyle 
Badger 
Bagley 
Barnesville 
Bejou 
Bronson 
Callaway 
Clearbrook 
Climax 
Comstock 
Crookston 
Dale 
Deer Creek 
Detroit 

Total,
1921-
1929

1

2
1
1
3
5
1
2
1
1
1
2
2
1
1
1
1
2
1
1

14

1921 1922

1

1923 1924 1925 1928 1927 1928 192.

9

1
1
1

1

1

1
_ 1

_ 1
1

1

1 ____ 1 2 1 4 2 2 1

1
1
2
1
1
1
1
1
1
1
1
1
1

1
1

1
1
2

1

115

2
3
2
1
1
2
1
1
1
1
1
1
3
1
1
3

4 16 14 17 22i16

1

1

19 7

1
1

1

1
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Number of bank suspensions, by States, congressional districts, and years, 1921—
/929—Continued

Total,
1921-
1929

1921 1922 1928 1924 1925 1928 1927 1928 1929

Minnesota—Contd.

District No. 9—Contd.
Dilworth 
Donaldson 
East Grand Forks 1
Eldred 
Elizabeth 
Erskine .

Felton 1 ----------------------------1
Fergus Falls 
Fertile 
Fisher 
Frazee 
Gatzke 
Georgetown 1 -_-----------_________________ _ '
Glyndon 
Gonvick 1 _____--
Goodridge 
Greenbush _-_---
Grygla 
Hallock 1 ----------------1
Halstad 
Hawley 1 ________ ____ _--______--_ ____ -___
Hazel 2 ____ _--- ---- 1 ____ 1 ____ ____ ___
Hendrum 1 ---- ---- ----
Hitterdal 
Holt 1
Kalstad 
Kennedy ---- ---
Lake Park 2 ----------------1 1 ____ ____ __-
Lancaster 3 --------1
Lawndale 
Leonard 1 ----------------1
Mahnomen 3 --------1
Mavie 
Mentor 
Middle River 1 ____ ____ ___
Moorehead 
Newfolden -------
New York Mills 2 ------------1 ____ 1 ---- ---- ---
Nielsville 1 ______---_________---------- 1 ___
Novithcote 1 --------1
Oklee 1 ____---- ---_-___-------- ---- ----
Orleans 1 --------1
Oslo 2 --------1
Parkers Prairie 1 ____ _—
Pelican Rapids 
Perley 
Plummer 1 ---- ---- ---- ---- ---- - ---- ---
Red Lake Falls 3 --------1
Richville 1 ' 1 ____ ____ __
Roseau 1 1
Rosewood 1 ------------1
Rothsay 1 --------1
Stephen 
St. Hilaire 1 -------------------------1 ---- ---
Standquist 
Strathcona 1 ---- ---- ---- ----
St. Vincent 
Tabor -------

1
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Number of bank suspensions, by Stales, congressional districts, and years, 1921—
I 929—Continued

Total,
1921- 1921 1922
1929

Minnesota—Contd.

District No. 9—Contd.
Tenney 
Thief River Falls 
Trail 
Twin Valley 
men 
Warren 
Warroad 
Waubun 
Wolverton 

District No. 10 

Anoka 
Bock 
Braham 
Buffalo 
Cokato 
Delano 
French Lake 
Hanover 
Hinckley 
Lindstrom 
Long Siding 
Maple Lake 
Markville 
Milaca 
Minneapolis 
Monticello 
Montrose 
North Branch 
Ogilvie 
Pease 
Princeton 
Rockcreek 
Rockford  
Rush City 
South Haven 
St. Bonifacius 
Sturgeon Lake 
Sunrise 
Wahkon 
Waverly 
Willow River 

1
2
1
1
2
2

1
1

1923 1924 1925

1 1
1
1
1 1

2
1

1928

1
1

1927 1928 1929

48 1 6 8 6 8 8

Mississippi 

District No. 1—Baldwin___

District No. 2 

Coldwater 
Cortland 
Crenshaw 
Enid 
Sumner 

1
1.

1
1
1
1
2

1
2
2
1
12
1
1
1
2
1

1
2
1
1
1
1
1
1
2
1

_ 1

1

1

3

1

1

1

1

1
1

1

1

1

1

1
1

1

1

1

1

1
1

3

1

1

1

6 3

1
1

2

1

1

34 5 10 2 1

2

1 5 5 4

5 __ 2 3

1 ____ 1

1 _ _ _ _ 1

1
1

1
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Number of bank suspensions, by Slates, congressional districts, and years,
1929—Continued

Mississippi—Contd.

District No. 3 

Boyle 
Clarksdale 
Drew 
Friar Point 
Greenville 
Gunnison 
Indianola 
Lambert 
Merigold 
Mound Bayon 
Rosedale 
Shaw  
Tunica 

Total,
1921-
1929

1921

17 4

2 1
2 1

1
1
2
1
1
1
1
2

District No. 4  6

Ackerman
Grenada 
Houston 
Okolona 
Zama 

District No. 6—Oak Vale___

District No. 7 

Centreville 
Crystal Springs 

District No. 8—Pelahatchee_

Missouri 

District No. 1 

Alexandria 
Arbela 
Baring 
Callao 
Canton. 
Clarrence 
College Mound 
Gorin 
Granger 
Hunnewell 
Kahoka 
Kirksville 
La Belle 
Lancaster 
Lewistown 
Macon 
Maywood 
Memphis 

2

1
1

296

33

1
1

1
1
1
1
2
1
1
2
2
1
2
3

2

17

1922

4

1

1

1

1

2

1
1

1

11

2 I

1923

1

20

3

1

1

1924

43

4

1925

1

1

45

1926

4

1
1

1

1

58

3 4

1

1927 1928 1929

-

1

1 2 --

1

48

4

-

31 23

8 4

1

_ _
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Number of bank suspensions, by States, congressional districts, and years, 1921—
1929—Continued

Total,
1921-
1929

1921 1922 1923 1924 1925 1928 1927 1928 1929

Missouri—Contd.
'strict No. 1—Continued.

Mendota 1 1
Novinger 1
Powersville 1 1
Unionville 1 1
Williamstown 1 1
Willmathsville 1 1
Worthington 
Wyaconda 

1
1

1
1

bistrict No. 2 28 3 1 4 8 4 6 1 1

Bedford 1 1
Brookfield 1 1
Browning 1 1
Bucklin 1 1
Chillicothe 1 1
Chula 2
Green Castle 2 2
Green City  1 1
Hale  2 1
Hickory  1
Huntsville  1
Meadville  1 1
Milan  2 1
Moberly  1 1
Newtown  1
North Salem  1
Paris  1

1

Stoutsville  2 2
Sturges  2 1 1
Tina  1
Wakenda  1

1

Wheeling 1 1

District No. 3 34 2 3 5 7 9 1

Allendale 2 1 1
Altamont  1 1
Bethany  2 2
Cainesville  1 1
Clarksdale  2 1
I)arlington  1 1
Lxcelsior Springs  1 1
Gallatin  1 1
Grant City  1 1
Jameson  2 2
Jamesport  3 1 2
King City  1 1
Lawson  1

,L_owndes  1 1
1

Ailaysville  3 2 1
Melbourne  1 1
Mercer 1
Mount Moriali 1 1
Pattonsburg 1 1
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Number of bank suspensions, by States, congressional districts,
/929—Continued

and years, 101"

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927 1928 log

Missouri—Contd.

District No. 3—Contd.
Princeton 1 1

-
- -

Richmond 1 - -
Stanberry 2 2 _
Weatherby 1 1 -
Winston 1 1 - -"
Worth 1 1

District No. 4 22 2 2 1 1 9 4 1 2

Burlington Junction.. 
Cosby 

1
1

1
- -

Dearborn 
Fairfax 
Farley 
Fortescue 
Hopkins 
Maryville 
Nodaway 
Parkville 
Parnell 
Rea 
Rushville 

2
1
1
1
1
1
1
1
1
1
1

1 1

1

_

1
-

1
1
1

1

- - -

- - - -

_

1

- -
- -"
- -
- -
_ - •••
-

-
_

Savannah 3 1
St. Joseph 4 3 _

Whitesville 1

District No. 5 16 4 3 5 2

Fairmount 
Grain Valley 
Greenwood 
Herculaneum 
Independence 

1
1
1
1
1

1
1

1

1
1

_

- -
- -

Kansas City 10 - - - - - - 4 2 3
Mount Washington_ _ _ _ 1

District No. 6 16 1 2 1 4 3 1 4

Adrian 1 1
Amsterdam 1

_
1 - -

Arcola 1
_

Caplinger Mills 1
Clinton 1 1
Eldorado Springs 
Greenfield 

1
2

-
1 - -

Harrisonville 
Jerico Springs 

1
2 1 ----

1 ---------i
La Due 1
Leeton 1 1
Merwin 1 1
Montrose 1 ----1---- 1 -
West Line 1
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Number of bank suspensions, by States, congressional districts, and years, 1921-

19,e9—Continued

District

Arr
Bat
Bro
Con
Pay
Pra

Nel
Ne
Rep
Sed
Slat
§pri
Well
Wh

bistrict

Bag
Blac
Boo
Cen
Clif
Ette
Jeff
Mc
Met
Otte
San
Syra
Tipt
Ulm
Vers
woo

bistrict

Ann
Aux
plan
Bow
Pole
Fraii
Fult
Marl
C

Mid
New
New
Teb
Thoi

biatriet

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927 1928 1929

Iissouri—Contd.

N0.7 

nv Rock
tlefield  ./ 

4 4 5 3 2 1

---- ---- ---- - - - -
Dkline Station 
cordia 
ette 
iklin 

1

:liesville 
on -
r Franklin 
ublic 
ilia 
or 
ngfield 

-- - - - - - -- --

----

- ---

----

- -- -

---_

Eington 
!atland 

o.8 16 1 1 2 ____ 4 3 4 1

'len 1 ------------------------ ----1
kwater 1 ------------------------1____ ____
lville 1
:ertown 
on City 
rville 
rson City 

1
1

------------------------ ---- 1
____

;irk 1
1 1 ------------------------1
rville ____ ____ ____ ____ ____
Iyhook 1 ---------------------------- ---- 1
cuse 1 ------------1
on -_-_ ---_ ____ ---_ ____ -___
In 1
ailles 
ldridge 

co .9 

---------------------------- I

18 1 1 ____ 3 2 4 1 5 1

Oa 
,asse 
d 
ing Green 
r 
kford 
m 
ing 
redie 

1 1

-

lletown 1 ---------------------------- 1
Bloomfield 2 1 1
Florence 
etts 1 --------------------------------- 1
ipson 1 ------------1

To. 10—Allentown_ 1 ------------------------ 1

100136-30--voL 1 PT 4-5

A
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Number of bank suspensions, by States, congressional districts, and years, 1911'
1929—Continued

Missouri—Contd.

District No. 13 

Barnhart 
Chaonia 
De Soto 
Ellsinore 
Farmington 
Frohna 
Glenallen 
Greenville 
Longtown 
Patton 
Perryville 
Ste. Genevieve 

District No. 14 

Advance 
Anniston 
Benton 
Bernie 
Bertrand 
Blodgett 
Bragg City 
Canalon 
Cardwell 
Chadwick 
Chaffee 
Charleston 
Clarkton 
Delta 
Diehlstadt 
Holcomb 
lmo 

Kelso 
Kennett 
Malden 
Matthews 
New Madrid 
Oak Ridge 
Old Appleton 
Oran 
Pomona 
Poplar Bluff 
Protem 
Puxico 
Sikeston 
Steele 
Vanduser 
Whitewater 
Wyatt 

District No. 15 

Anderson 
Asbury 
Bronough 
Carthage 

Total,
1921-
1929

14

1921

1

1922 1923 1924 192,5 1926 1927 1928 1

1 ____ 2 6 2

1
2

1

----

2

----

1
1

--------------------1
1

____

----

-1

----

________________________-

---- ----
-----------------

----

----

----

-------------
1

----

----

----

---------

---- -----

41 3 1 3 4 7 6 10 5
—

1

1

1

1

1

1

____-

2

2
1
2 ......

1
2
1
1
2

----

 ------------------------- --1

1

1
1

----

-----------------------------

-----------------------------
-----------------------------

---- ----

________________

---------------------

----

-----------------

1

----

______
-------------
------------

-------------

----

---------

---------

---- -
---- -
---- -
----

____-

---- -

____ -

18 ____ 1 1 6 1 1 1 4

1
1
1

--------------------------------

------------1 __
-

939

1

...•

.."

2



wig

911-

1

'-1
,

bit+. trict No. 16

telle 
Beulah 
Buffalo 
Cabool 
Charity 
COnway 

Fordland 
Grovespring 
Hartville 
Itouston _ 
Louisburg 
Norwood 
S.,„_ilnrnons 

,lYt. aynesville Louis 

Missourl—Contd.

BRANCH, CHAIN, AND GROUP BANKING 361

NuMber of bank suspensions, by 
State C 

s, congressional districts, and years, 1921—
1929—ontinued

bistrict No. 15—Contd.
Granby 
Iantha 
Jasper 
Joplin 

Lamar 
Liberal 
Milford 
Miller 
Mount Vernon 
Pierce City 
Seneca
Stark City 
Stotts City 

Montana 
thetriet No. 1

.„AUg118ta 
Butte 

Charlo 
Corvallis 
„Culbertson 
,uarby 
'Axon 
,runrunond 
m,ureka 
,Giltnan 
tr"Iaagow 
"elena 
°t Springs 

..manhattan 
Niasoula 
Montague 
'vanda 

Total,
1921-
1929

1921 1922 1923 1924 1925 1928 1927 1928 1929

_

1 ____ 1 -------

_-__

-1

_-__

----

-_-_

----

------

----
__--

----

----
-_-_

----

----

- ----
----
____

-1.
____

----

19 4 ____ 4 2 2 5 --__ 11

1

I
1
1

2

I 1 -_______ --__ --___-___-___-__ ____

1-

203 21 31 77 46 16 8 2 1 1

43 2 5 9 19 6 2

1
1

1

1

----------------1

------------1

__-_

___ ____

_--_---_

____ ____

--__
_
_
_

____

_

A
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Number of bank suspensions, by States, congressional districts, and years, I
1929—Continued

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927 1928

Montana—Contd.

District No. 1—Contd.
Pablo _ ___ _ .. - -
Philipsburg ____ __ _- -
Plains -
Plenty wood 1 ___ _ _ - -
Poison _ __ _ _ _ _- -
Ronan -
Stevensville -
Thompson Falls ____ ___ .
Three Forks 2 1 1 ____ ____ ________ _-
Foston ____ ____ _ ___ ___..
Townsend ____ _ _ __ _ __-
T win Bridges 1 ____ 1 ____ ____ ____ ____ __ -
Valier __ - -
Virginia City 1 __ 1 ____ ____ -
Whitefish ____ _ _- -
Wibaux 2 1 1 _ ___ ____ ____ _ _ _
Willow Creek ____ _ ___ _ ___ _ _ _ _ __- -

--.=----
District No. 2 160 19 26 68 27 10 6 2 1

Absarokee 1 1 _ _ __ ____ ____ ____ -
Antelope - -- - - - - - - - - - -
Baker -
Ballantine 1 _ __ _ 1 ____ ____ ____ ____ _ _
Barber - -- - - -- - - - - - - - - - - -- -
Bearcreek 2 ___ _ _ 1
Belmont 

- 
- --- - - - - - - - -- -

Belt 1 ____ 1 - --- ---- ---- ---- - - -
Benchland 

-1
-

Big Sandy 2 _ _ _ 1
Billings 
Bowdoin 
Box Elder 
Broadview 2 ____ 1
Brockway -
Browning 1 1 ____ ____ ____ __- -
Buffalo 
Carlyle 
Carter 
Chester 2 ____ ---- - -- - - - -_ -- - -
Circle 1 1 ____ ____ ____ ---- ---_ ____ _---
Clydepark 
Coburg 
Coffee Creek .. - - - _ __ - -- -
Columbus 
Conrad 1 ------------1
Cut Bank 3
Denton 2 --------1
Devon 
Dodson 

1
--------1

Edgar --------1 - - - - - -- - - --- - - - - - ---
Fallon 
Fairfield -------------------- I

Fairview 2 --------- -1
Forsyth 3 ___1_ _
Fort Benton --- -

9$1-

-•-
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Number of bank suspensions, by States, congressional districts, and years, 1921-1911" /929—Continued

190

1

Total,
1921-
1929

1921 1922 1923 1924 1925 1928 1927 1928 1929

Montana—Contd.
to •istnet No. 2—Contd.

Fresno 1 1
Galata 1 1
Gardiner 1 1
Genou 
Geraldine 

1
1 1

Geyser 1 1
Gilford 1 1 _
Grassrange 1
Great Falls 
Hardin 
Harlowton 

4
2
1

1 1 2
1
1

1

Havre 3 2 1
Redgesville 1
Highwood 1
Higler 1
Hingham 2 1 1
Hinsdale 1 1
Hobson 1
Homestead 1
Huntley 1 _
flYshana 1
ingomar 1

1,Intake 
Inverness 
IsMay 1
Joliet 1 1
Joplin 2 1
Jordan 
Judith Gap 

2
1

1
1

1

Kremlin 
Lam) iert 

2
2

1
1

Laurel 3 2 1
Lavina 
Lehigh 1
Lewistown 2 1
Livingston 
Lodge Grass 

3
1

1 1 1
1

Loma 
Madoc 
Malta 
Martinsdale 

1
1
1

1
1

Medicine Lake 2 2
Melstone 1 1
Miles City 2 1 1
Moore 
Musselshell 
Nashua 

2
1
1

1
2

1
Neihart 1 1
Oswego 2 2
Poplar 
hapelji 

3
1

1 1 1
1

Ringling 
Rosebud 

1
1

1
1

Roundup  3 3
Roy 2 1 1
Rudyard 2 1 1
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Number of bank suspensions, by States, congressional districts, and years, 1901'
1929—Continued

Montana—Contd.

District No. 2—Contd.
Ryegate 
Saco 
Sandcoulee 
Savoy 
Shawinut 
Shelby 
Shepherd 
Sidney 
Stockett 
Sumatra 
Sweetgrass 
Vanada 
Westmore 
Wilsall 
Windham 
Winifred 
Winnett 
Wolf Point 

Nebraska 

District No. 1 

Auburn 
Bennett 
Brownville 
College View 
Crab Orchard 
Dunbar 
Eagle 
Greenwood 
Hallam 
Havelock 
Humboldt 
Julian 
Lincoln 
Malcolm 
Panama 
Pawnee City 
Plattsmouth 
Rhors 
Sprague 
Stella 
Sterling 
Table Rock 
University Place 
Vesta 
Walton 
Waverly 

Total,
1921-
1929
_

1921 1922 1923 1924 1925 1928 1927 1928

1 -1 ____ ____ ____ ____ ___

---- ---- --
1 --------1

1 --------------------1
2 __ 1 ____ 1 ____ ____ ____ ____ -
1 ____ 1 -------------------------
1

-1 -13 _
-11 ____ -------------------------

1 --------1
2 ------------2
1 --------1

1
------------.

339 28 23 17 17 12 18 25 50

32 5 2___ 1 ____ 3 1 3

1 ____ ____ ____ ____ ____ ____ ____ ____
1 ____ 1 -------------------------
2 1 ----------------1

3 2 ____________ ____--__ --____--
___ 1 .

1
1
2 ---- ---- -
1 -

---
-

1 --------------------------------
1 1 -----------------------------

1 --------------------------------
1
 

____ 1 ------------------------

1

-1
1

"
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1
1
2

1

BRANCH, CHAIN, AND GROUP BANKING 365

Number of bank suspensions, by States, congressional districts, and years, 1921—
/929—Continued

Nebraska—Contd.

District No. 2 

Bennington 
Blair 
Gretna 
Kannard 
Meadow 
Omaha 
Papillon 
Ralston 
Richfield 
Springfield 
Waterloo 

District No. 3 

Allen 
Altona 
Ames 
Bazile Mills 
Deemer 
Belden 
Belgrade 
Bloomfield 
Boone 
Bradish 
Breslau 
Brunswick 
Carroll 
Cedar Rapids 
Chapman_ 
Clarks 
Clearwater 
Coleridge 
Cornlea 
Craig 
Creighton 
Crofton 
Dixon 
Dodge 
Elgin 
Enola 
Fremont 
Fullerton 
Genoa 
Hadar 
Hartington 
Havens 
Homer 
Hoskins 
Humphrey 
Jackson 
Laurel 
Lindsay 
Loretto 
Lyons 

Total,
1921-
1929

— —

18

1921

3

1922 1923 1924 1925 1926 1927

2

1928 1929

3 4

1

i

-1
1

4 1 ----- ---
1 1

1
_ 1

1 1 --------------------- -----

107 6 4 5 4 6 4 7 24 47

2 1
1

--------
11

____ ____1_-
1 1

3 ____-_____-_-___ 2
1
1
1

2 ----------------------------1 1

1 ____________________ ________ 1 __-
-1

2 --------------------------------2
2 ____________________________ 1 1
1 --------------------------------1

1 --------------------1
-1 --------------------------------1

1 ____________ ___________ -__-
i

2 ____________ 1

1 ----------------------------1
2 1

-1
, 1 --------------------------------1

1 1 _____--- ---- ---- ________ ____ ----

1 ____ ____ ___ ---- ---- i
1 ____ 1 ----------------------------
1 1 --------------------------------
1 1

1
1

• 1 ________________________________ 1
1

4
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Number of bank suspensions, by States, congressional districts, and years, 1921-
1929—Continued

Nebraska—Contd.

District No. 3—Contd.
Macy 
Madrid 
Magnet 
Martinsburg 
Maskell 
Meadow Grove 
Monroe 
Nacora 
Neligh 
Newcastle 
Newman Grove 
Nickerson 
Niobrara 
North Bend 
Oakdale 
Obert 
Orchard 
Petersburg 
Pierce 
Pilger 
Plainview 
Ponca 
Raeville 
Rosalie 
Royal 
Schuyler 
Scribner 
Sholes 
Silver Creek 
Snyder 
South Sioux City 
Stanton 
St. Edward 
Thurston 
Tilden 
Verdel 
Wakefield 
Wausa 
Wayne 
Winnetoon 
Winside 
Wynot 

District No. 4 

Abie 
Adams 
Ashland 
Belvidere 
Benedict 
Endicott 
Fairbury _  
Geneva 
Gilead 
Giltner 
Milford 

Total,
1921-
1929

1921 1922 1923 1924 1925 1928 1927 1928

1 _ 1 -------------

1 ----------------------------1 .
2

_ _ _ ____ _ _ _
1 ____ ____ ____ ____ ____ ____ ____ -
1 ____ ____ ____ ____ ____ ____ _ _

_ ___ ____ ____ _ _ _ _

2 ____ 1 --------------------1
2

-- - - - - - - - - - - - - - -
1 ------------ .

1 - - - - - - - - - —2 9

1 .

1 _ _ _ _ _ _ _ _ --------

2
1 _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

1 - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

- - - -- - - - -
2 ------------------------ 1

1 - -
-------------------------

1 _
1 _ _ _ -

--------------------------------

1
_ 1 .
_ 1 .

1 1-

1 1 ----------------------------.
1

33 2 4 1 1
----=

1
1
----------------1 ------------.

21--- - - -

1 ____ 1 ____ ___- - - - - - - - - - - - - - - - - -
-
-

1 --------------------------------
1

-- - - - - -

1929

_

15

1



41-

929

1

15

1

1
1

1

1
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Number of bank suspensions, by States, congressional districts, and years, 1921—
/929—Continued

Nebraska—Contd.

istrict No. 4—Contd.
Milligan 
Murphy 
Octavia 
Odell 
Ohiowa 
Osceola
Polk 
Strong 
Stromburg 
Surprise 
Tamora 
Ulysses 
Valparaiso 
Wacp 
Wahoo 
Western 
York 

13istrict No. 5 

Angus 
Bartley 
Berkelman _ 
Bertrand 
Beverly 
Bloomington 
Bostwick 
Cadams_
Cairo 
Chambers 
Champion 
Culbertson____
Deweese 
Doniphan 
Edison _
Fairfield
Grainton 
Grant 
Haigler 
Harvard 
Hastings 
Holdrege 
Lamar 
Loomis 
Marion 
Mount Clare__ 
Nelson 
Ong 
Republican City 
Springranch 
Stockville 
Superior 
Sutton 

Total,
1921-
1929

1921 1922 1923 1924 1925 1928 1927 1928 1929

1.-
1

-1.

_ 1
2

_ 1
_ 1

__ 1
1

_ 2
1 --------------------------------1
1 _ ------------------------
1

i

37 ____ 1 1 2 1 2 4 4 22

--------------------
___1

_ 1

____________ -1
_ 1 ------------

1 1
_ 2

-1
_ 1 --------------------

1 ____________-___________________ 1
_ 1 ----
_ ____ 1

2 ----------------------------1 1
- 1

1
1

_ 1 --------
I - ---- ---- ----
1 ---- ---- ---- --------

------------------------------------1
_ 1

1 __ _ 1
1

- --------
--------------------------------1

1 _ 1
- --
____

-
i

____ 1
2 --------------------------------2
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Number of bank suspensions, by States, congressional districts, and years, 1901-
/929—Continued

Nebraska—Cont

District No. 6 

Ainsworth 
Alliance 
Angora 
Anselmo 
Ansley 
Ashton 
Bassett 
Bayard 
Berwyn 
Big Springs 
Boelus 
Brady 
Brayton 
Bridgeport 
Bristow 
Broken Bow 
Brownlee 
Burton 
Bushnell 
Butte 
Chadron 
Chappell 
Clinton 
Cody 
Cotesfield 
Cozad 
Crawford 
Crookston 
Dalton 
Dannebrog 
Dix 
Dunning 
Eddy ville 
Elba 
Ericson 
Ewing 
Gering 
Gibbon 
Greeley 
Gross 
Gurley 
Harrison 
Hazard 
Hemingford 
Henry 
Inman 
Johnstown 
Kearney 
Kilgore 
Kimball 
Lakeside 
Lexington 
Litchfield 
Long Pine 
Lorenzo 

1.

Total,
1921-
1929

112

1921

12

1922

—

10

1923

-

10

1924 1925

4

1928

I

1927 
I

—

11

1928

7
.

9 5

I
I
I
 
l
l
l
l
l
l
l
l
l
 
1
1
1
1
1
1
1
 
1
1
1
1
1
1
1
1
1
 

1
1
1
•
•
•
1
1
1
1
1
1
1
1
1
1
w
4
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
 
l
l
 •-••1 

1
1
1
 
1
1
1
1
1
1
1
1
1
 
1
1
1
1
1
1
1
 
1
1
1
1
1
1
1
1
1
 

I
I
I
 
l
l
l
l
l
l
l
l
 

1 
l
l
l
l
l
l
l
 
1
1
1
1
1
1
1
1
1
 

N
 .—t 1

1
 I
l
 C
.4
 I
l
 I
l
 e
v
 

0
,
 CV
 

N
 

c
l
 /
.
1
 ,
1
 c
q
 1...1 r

i
 

____
---- ---- ------------ -
---- -------- 1 1 -
--------
---

-------- --
1
-
.

----- ---
--------------------
--------------------

---- ---- --
I.
-----------------

--i---- ---- 1
____________ ____-

---------------- ----
---------------- ----
---------------- ----
--------------------'
---- --

1
--------- ----
___________-

1 ________________.

________ 1 ________.

1 ____________--_-
-------_----__------
---- ----------------

2
1 ----------------

----
----------------

1

------------ ----
---- -------- --------
---- -------- --------

-__- ---- ---- ---_ ----

_

---------------- ----
---------------- ----
---------------- ----

1929

44

-"i

-1

2

1
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Number of bank suspensions, by States, congressional districts, and years, 1921—
1929—Continued

Nebrask

strict No. 6
Loup City-
!4_Yman_
Mason City
Maxwell_
McGrew
Merriman_
Minatare

Morrill_
Newport_
North Plat
Ogallala_
Oshkosh_
Overton _
Paxton _
Pleasanton_
Potter 
Ravenna_
Scotia 
Scottsbluff
Seneca
Shelton_
r§jdney.
zPencer
Springview
St. Libory. _
Sweetwater
Taylor _
Thedford_
Valentine_
Wayside_
Wolbach _

Nevada:
No. L.

iitQardnerville_
W "--ens

New Ha
District
Lebano

New Jerse

.11!strict No. 3—E
ps!strict No-ulatrict No. 7_

Total,
1921-
1929

1921 1922 1923 1924 1925 1928 1927 1928 192t

t—Contd.

-Contd.

' 

e 

• 

District

• 

mpshire:
No. 2-

1 

y 

nalishtown_
lope 
'assaic 

1
2

1
2
1
1
1
1

1
2
2

1
1
1
1
1

1

--------------------------------

1
------------1
----

______--
__ _

--------1--
--------------------------------1
----
____----

------------11 ________

-------------------------------

______-_____----

----

1
___--

--------

----

----
________-_______________

----

----

----

----

----
----

-------------------

----

----

---_

----

----
1

---_

--__

----

--__

----

----

--__

-_--

----

__-_

----

---_

____

-
_

----

_

____

----

____

____

`.
I

____

.1
I
`i

_---
1

____

----

---_

____
2

1

1 
1
1

____________________________
______---------------------____
____ 1 ____ ____ ____ ____ ____ ____

1
____

--------____ 1

3 ____ 2
'

1

1 ____

1 _____-___----------------_-___-_

1

i
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Number of bank suspensions, by States, congressional districts, and years, /90fr,

19e9—Continued

Total,
1921-
1929

1921 1922 1923 1924 1925 1928 1927 1928 k

- —

New Mexico: Dis-
trict No. 1 62 5 8 14 22 10 1

Almogrado 
Albuquerque ___ -•
Capitan 1 --------1
Carrizozo 
Carlsbad 3
Clayton 
Clovis 
Deming __________-•
Des Moines 1 _
Dexter 1 ------------1
Encino _______________________-•
East Las Vegas 2 __
Estancia 1 __
Farmington ____ ____ -•
Ft. Sumner 3 --------1
Gallup 
Greenville 2 •
Hillsboro \ 1 ------------1
Elope 1 ____ 1 ________________________-•
Las Cruces 1 __ 1 ____-__________________--
Lordsburg 1 __
Loving 
Lovington 2
Las Vegas 2 --------1 ____ 1 ______ ____-•
Maxwell 
Magdalena 
Moriarty 
Mountainair 1 _....... 1 -------------------------.
Portales 
Reserve 
Roswell ____________________-.
Roy 
San Marcial 
Santa Fe 3
Silver City 3 ------------3 ____ --__ -___ - -
Sorocco 
springer 
raiban 

1

1

_-

1 ---- ---- ---- ---- ---- - --- - --- -'
Tyrone 

rfi

New York 26 5 1 4 3

District No. 1—Bellmore __ ____ _

District No. 31 

Hammond 
Plattsburg 

District No. 34 2--------1-1_

Endicott ---- ---- --- i
Fleishmans 1 ____ ____ ____ ---- ---- -___ .__- --

."

••7
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NifiPlir of bank suspensions, by Slates, congressional districts, anti years, 19?!
1929—Continued

New York—Contd.
District No. 36 

Schenectady 
Sodus 
Waterloo 

District No. 37 

Avoca 
Odessa 

District No. 39  

I3ergen 
Honeoye Faus 
Mechanicsville 

District No. 40 

Brooklyn 
Buffalo 

New York 

North Carolina 

bistrict No. 1 

AYden 
Belhaven 
Creswell 
Elizabeth City 
Hertford 
Jarnesville 
Oak City 
Parmele 
Pinetown 
Plymouth 
Robersonville 
Roper 
Stokes  • 
Swanquarter 
Washington 
Williamstown 

bistrict No. 2 

Conetoe 
Hollister 
Kinston 
Luker 
Leggett 
Littleton 
Morlina 
Pink Hill 
Scotland Neck 

Total,
1921-
1929

1921 1922 1923 1924 1921 1926 1927 1928 1929

3 1

1 ------------------------1

________ _--_ _--_

1
1
------------------------1
-----------------------------1-

3 1—_______ 1 ----------------1

1
- 1

1 -----------------------------

____ , 1 ___

--- 1

2 I_ 1 1

1
1 1

-1 1

11 1 4 ____ 1 2

125 15 9 19 13 18
1

11 14 1 8 18

18 1 2 2 1 3 2 5 2

• 1

1

____

1

1

____

--__

_--_

____

----

____

__-_

____
---

____

____
----

__--

____

____

____
----

_--_

____

____
1

____
----

1

-

____

_
_

16 2 1 2 1 3
—
2 1 ____ 4

2
1
1 --------------------------------1

1

-1
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Number of bank suspensions, by States, congressional districts, and years, 190
1929—Continued

North Carolina—C

District No. 2—Con.
Snow Hill 
Tillery 
Whitakers 
Wilson 

District No. 3

Atkinson 
Bridgeton 
Burgaw 
Dover 
Fremont 
Goldsboro 
New Bern 
Pollocksville 
Turkey 
Vanceboro 
Wallace 
Warsaw 

District No. 4

Auburn 
Bailey 
Benson 
Borlee 
Castalie 
Henderson 
Kenly 
Knightsdale 
Louisburg 
Middlesex 
Nashville 
Princeton 
Raleigh 
Selma 
Sharpsburg 
Spring Hope 
Townsville 
Wake Forest_ 

District No. 5 

Creedmoor 
Elkin 
High Point 
Stoneville 
Winston Salem 

District No. 6

Cerro Gordo 
Chadbourn 
Council 
Dunn 

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927

—

1923 191

12.

2 ----------------2

1

13 1 __ 5_._ 1 1 2 2
---

1 --------1
1 ____________________________ 1 --
1 --------1

1

1 ----------------------------1 --
2 --------------------1 1 _ --

19 3 1 ____ 2 5 ____ 2 1

1 1 --------------------1 1 ------------------------------
1 ----------------------------1 _-
1 --------------------------------

--

1 ------------1 ____ ____ ____ ____ --
1 --------------------------------

-- 1 1 ____ ____ ____ ____ ____
--------------

____ ____----

------------------
--

--------------
--

1 --------------------------------

6 1 1 ____ 1 1 1.____ 1 _-

1 ----------------1
2 ------------------
1 ____ 1 --------------------------
1 ---- ----

----------

25

---

1 3 7 6 3 1 2 1

1 ____ 1 ________________________ --
1 1 _________________-
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Arumber of bank suspensions, by States, congressional districts, and years, 1921—
1929--Continued

Total,
1921-
1929

North Carolina—Con.

District No. 6—Con.
Fairmont-------------Fayetteville -----------Lill ington - ---Lumberton ------------Maxton ---------------McDonalds -----------Parkton --------------
Proctorv ille -----------Red Springs 

--
-----------

Rowland
- 

--------------Shallotte
_- --------------
-

Southport -------------Whiteville ------------Wilmington-----------

District No. 7-------------

Denton ------------
--

Ellerbe---------------
.--

Hamlet -
5 Mockaville ------------Rockingham__---

Sanford-
Star-- - --------

--
Thomasville-------------1 Wilkesboro ------------

1
District No. 8 -------------

Boone ----------------East Spencer----------
Granite Quarry --------
H iddenite
M idland--------------Richfield--------------
Salisbury -------------Spencer---------------Statesville ------------Troutmans------------
West Jefferson ---------

bistrict No. 9---

Charlotte --------------_ 
Connellys Springs__ -_- 
Gastonia -----------_
North Charlotte- --- ---
Pineville --------------

1921

2
2
1

1
1
1
1
1
2
1 1
1
1
3

10 3

ii 1

1922 1923 1924 1925 1926 1927 1928 1929

11 2

1 1
1
1
1
1
1
1

1
1
1 1

7

3

1 1

1

1

1 1

1

1
1

1

1

1

2

1

2 2 2

1

1
1

1
1

1

1 1

1
1

1

2

1

1



374 BRANCH, CHAIN, AND GROUP BANKING

Number of bank suspensions, by States, congressional districts, and years, 192fr
1929—Continued

Dist

Total,
1921—
1929

1921 1922 1923 1924 1925 1926 1927 1928 t

North Dakota 

rict No. 1 

429 36 10 106 75 32 59 37 38 ,

153 7 1 26 28 16 19 23 15

Abercrombie 
Aneta 
Ardock 
Arthur 1 --------1
Ayr 
Bartlett 1 ---- ---- ---- ---- ---- ---- ---- -- --
Bathgate 1
Bisbee 2 --------1 ____ 1 ____ ____ ____ -•
Blabon 
Bowesmont 
Brocket 
Calio 1 --------------------1
Calvin 2 ------------------------ ---- 1
Cando 1 --------------------1____ ____ -•
Casselton 1 -•
Cavalier 1 ____ ____ ____ ____-•
Cayuga 
Christine 
Churches Ferry 
Clyde 

- 
---- ---- ---- -- - - -•

Cogswell 2 ___ 1 1
Colgate 
Conway _ ---- --- - ---- -
Crary 
Crete 2 1 ------------1
Crocus 1 1
Crystal ---- ---- - --- -
Davenport 
De Lamere 
Derrick ---- ---- ---- - ---
Devils Lake _ 1 ____ ____ ____ -
Drayton 
Dresden 
Dwight 
Easby --- - --- - - --- - --
Egeland 
Elliott 
Embden 
Emerado.  ---- - •
Engevale 
Fairdale 
Fargo 2
Finley 
Forman 
Fort Ransom 
Gardner 
Geneseo 
Gilby 2 ------------1
Glasston 
Grafton 
Grand Forks 2
Gwinner 1 ------------------------1
Hampden 
Hankinson 
Hannah 1 ---- ---- ---- ---- ---- ----
Hansboro 

-
-

-



r 901-

1920

iS

-

-
-
-

_ -

- -

-
. -

. - -

_

-

-

-

1
-

-

-
-

BRANCH, CHAIN, AND GROUP BANKING 375
N •-•,er of bank suspensions, by States, congressional districts, and years, 1921-

/929—Continued

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927 1923 1929

North Dakota—Con.

istrict No. 1—Con.
Hansel 1 1

Hickson 1 1
Hoople 2 1 1
Hope 1 1
Horace 1 1
Hunter 1 1

Inkster 2 1
Joliette 1
Rempton 1 1
Rloten 1 1
Lakota 1 1
Langdon 4 1 1
Larimore 2 1
Lawton 1 1
Lidgerwood 2 1 1
Lisbon 2 1
Loma 1 1
Luverne 2 2
Maida 1 1
Mantador 3 1 1 1
Manvel 1 1
Mapes 1 1
Mayville 1 1
Maza 1 1
McLeod 1 1
McVille 1 1
Michigan 2 1 1
Minor 1
Minto 1 1
Mountain 1 1
Mowbray 1 1
Munich 1 1
Neche 1 1

Newville 1 1
Niagara 1
Olga 1 1
Olmstead 1 1
Orr 1 I.
Osnabrock 1 1
Page 2
Park River 1 1
Pembina 1 1
Perth 2 2
Pisek 1 1
Prosper 1 1
Rock Lake 1 1
Rutland 2 1 1
Sarles 2 1 1
St. Thomas 1 1
Stirum 1 1
Tower City 4 1 1
Wahpeton 2 1 1
Walcott 1 1
Wales 3 1 1
Walhalla 2 1 1
Wheatland 2 1 1
Wyndmere 1 1

100136-30—vm 1 Fr 4-6



376 BRANCH, CHAIN, AND GROUP BANKING

Number of bank suspensions, by States, congressional districts, and years, 101-
/929—Continued

North Dakota—Con.

District No. 2 

Anamoose 
Arena 
Baldwin 
Balfour 
Bantry 
Barton 
Bergen 
Bismark 
Bordulac 
Bottineau 
Bowdon 
Braddock 
Brantford 
Brinsmade 
Carbury 
Carrington 
Cleveland 
Cooperstown 
Courtnay 
Crystal Springs 
Dawson 
Dazey 
Deering
Driscoll
Dunseith 
Eckelson 
Edgeley 
Fessenden 
Fillmore 
Fingal 
Flora 
Gardena 
Glenfield 
Glover 
Grace City 
Granville 
Hamberg 
Hannaford 
Hastings 
Hazelton 
Hesper 
H urdsfield 
Jamestown 
Jessie 
Juanita 
Jud 
Karlshruhe 
Karnak 
Kathryn 
Kensal 
Kief 
Kintyre 
Kongsberg 
Kramer 
Lake Williams 
La Moure 

Total,
1921-
1929

1921 1922

55

1923

41

1924

22

1925 1928 1927

8

1928 191

---

1153 12 9 23 18

____

2

-_-----

----------

1
2 1

2
1
2--------2_ _-
2 --------1_--

_ ___

1

2
1 ---- ----

_______- ____ ____ _--

1 ---------------------------- 1

---- ---- ---- ---- ---- ---
---- ---- ---

1

5

là



920]

15

1
1
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Number of bank suspensions, by States, congressional districts, and years, 1921-
1929—Continued

-

North Dakota—Con.

tistrict No. 2—Con.
Lansford 
Leal 
Leeds 
Litchville 
Ludden 
Maddock 
Marion _ 
M axbass 
McHenry 
Melville 
Menoken 
Merricourt 
Minnewaukan 
Monango 
Mylo 
Nanson 
Napoleon 
Newburg 
New Rockford 
Nome 
Norwich 
Nortonville 
Oakes 
Oberon 
Omemee 
Oriska 
Overly 
Pillsbury 
Pingree 
Regan 
Revere 
Robinson 
Rogers 
Rolette 
Rolla 
Russell 
Sanborn 
Sheyenne 
Souris 
Steele 
Strasburg 
Streeter 
Sutton 
Sykeston 
Tokio 
Towner 
Tuttle 
Velva 
Verendrye 
Voltaire 
Walum 
Warwick 
Willow City 
Wimbledon 
Wing 
Wolford 
Woodworth 

Total,
1921-
1929

1921 1922 1923 1924- 1025 1926 1927 1928 1929

2 --------1 1
1 ____ 1 ----------------------------
4 ____
1 ---_

---------------------------------1

2 --------------------1 - 1
---- ---- ---

i
1 ____ ____ ____ ____ ____ ____ ____ 1
1 ------------1

-1 --------------------------------1 
1 ---------------------------- 1

1
----------------------------1----------------

1 -

2 -1 ____ 1 ____ ____ ____ ____ ____ ____
2 ____ 1

1 --------------------1 ____ ____ ____
1 ------------1 ___
1 ____ ____ ____ 1 --------------------
2 ____ 1

-

1 1 --------------------------------
3
1

____
----

_---
----

1----------------- --2
---- ------------1 -- ----

1 1 --------------------------------
1

1
--------------------1
------------------------

3
1 ------------1

---- ---------- ----
_

____ ____ ____ ____ ____
1 1 ____ ____ ____ ____ ____ ____ ____ ____
1 ____ ____ ____ __-- _-__ ____ ____ ____ 1

1

____ ____

-1
____ ____

------------
1 ____ ____ ____ ____ ____ ____
1 1 --------------------------------
1 ------------
2

1 ----------------1
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Number of bank suspensions, by States, congressional districts, and years, 1921
1929—Continued

Total,
1921-
1929

1921 1922 1923 1924

25

1925

7

1928

17

1927 1928 1

North Dakota—Con.

District No. 3 123 17 4 39 6 5

Alexander 
Amidon 2
Aurelia 1
Beach 
Benedict 2
Berthold ____ ____ ____ ____ _
Beulah 
Blaisdell 
Bonetrail 1 --------1
Bowbells ____ ____ ____ ____ _
Bowman 2 --------2
Bucyrus 
Burlington 
Carpio 1
Cartwright 
Center  -1 
Charbonneau 
Charlson 
Coleharbor 
Columbus 
Coulee 
Crosby 
Dickinson 
Dodge 
Dogden 1 --------------------1
Douglas ____ _
Dunn Center 
East Fairview ____ ____ ____ ____ _.
Epping ____ ____ ____ ____ ____ _.
Flaxton 
Fort Clark ____ ____ ____ ____ ____ -
Fortuna 1 1 ____ ____ ____ ____ ____ ____ ____ -
Garrison 1 1 ____ ____ -.
Glenburn 
Goldenvalley 2 1 1 ____ ____ -.
Golva 
Grenora __ ___ ____ ____ ____ _.
Holliday 
Hartland 
Haynes , 2 1 1 __ ____ -.
Hazen 3 1 2 _._
Hebron 
Killdeer 
Larson 1
Leith 1
Lonetree 1 ____ 1 ____ ____ ___- --__ ____ ____ _.
Lorain 
Lostwood 
Mandan ____ ____ ____ ____ ____ _.
Manitou 1 ------------------------1
Mannhaven 
Manning 
Mohall 3
Mott ____ _.
New England 2

sag

•••

•• •

•••

•

•

•

•

•

•

•

•

.• •

•

..•
•

•
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Number of bank suspensions, by States, congressional districts, and years, 1921—
1929—Continued

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927 1928 1929

North Dakota—Con.

bietrict No. 3—Con.
New Leipzig 2 1 1
New Salem 2 1 1
Noonan 1
Norma 1 1
Portal 2 1
Powers Lake 1 1
Rawson 1 1
Ray 2 1
Reeder 1 1 _
Regent 1 1
Ruso 1
Ryder 1
Sanger 1
'Banish 2 2
Sawyer 2 1 1
Selfridge 
Sentinel Butte 1 _
Sherwood 1 1
Shields 1
Spring Brook 
.Stady 1
Stanley 2
Stanton 
Tagus 
Temple 1
Timmer 1
Tolley 2 1 1
Trenton 1 1
Turtle Lake 1 1
Underwood 1
Van Hook 1
Watford City 3 1 2
Werner 2 1 1
Wildrose 3 2 1
Williston 2 1 1

Ohio 55 2 5 6 16 11 10

bistrict No. 3 4 1 _; 2 j____ 1

College Corner 1 1
Eldorado 1 1
Miamisburg 1
West Alexandria 1

bistriet No. 4 4 1 1 1

Beaverdam 1
Burkettsville 1
Chattanooga 1 1
Pleasant Hill 1 1
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Number of bank suspensions, by States, congressional districts, and years, 190"
1929—Continued

Ohio—Continue

District No. 5 

Antwep 
Continental 
Grover Hill 
Metamora 
Pioneer 
Stryker 
West Unity 
Wilshire 

District No. 6—Beaver_

District No. 7 

Blanchester 
Franklin 
Mount Sterling 
Springfield 
West Jefferson 

District No. 8 

Kenyon 
Mt. Victory ---

District No. 9—Port
ton 

District No. 10—
Marshfield 

District No. 13 

Bowling Green_ __ _
Huron 
New Reigel 

District No. 14 

Amherst 
Pleasant City 

District No. 15 

Frazeyburg
Lewisville 
Marietta 

District No. 16—Port
ington 

District No. 17

Lexington 
Lucas 
West Lafayette 

Total,
1921-
1929

9

1921 1922 1923 1924 1925 1926 1927 1928 10

;lin-

.lew

ash-

--------------------2

2
1
1
1

1
1

------------------------
--------------------------------
----------------------------1---
------------------------1

------------------------1
____ ____ ____ ____ ____ ____ ____ ___-

1 1 .____ ____ ____ ____ ____ ____ ____

__,---

---

--

1
1
----------------------------1---

------------2
...--

1 ---------------------------1
____ ___ _ 1 ---

1
1

__
-------1_

_---_----
____ ____

----
__ ---

1 ----------------------------1

----

3 ------------------------1

1



AND GROUP BANKINGBRANCH, CHAIN, 

s, by States, 
congressional districts, and years, 1921-Number of bank suspension .1929—Continued

\
Total,
1921-
1929

Ohio—Continued.
District No. 18 ------------

Adena ----------------Amsterdam- ----------Barnesville------------Bethesda-- -----Bridgeport— -----Jewett ----------------Steubenville -----------Yorkville -------------

9

1
1
1
2

1921 I 1922 1923 1924

District No. 19—Yorktown_ \
2 1 1District No. 22—Cleveland _ -

District No. 28 ------------
2 \

Arcadia ---------------Vaillue ---------------

Oklahoma_ - - - ----- 267 27 41 54

District No. 1 ----- - - ------
44 \ 5 6 \ 8

Apperson------ ---Avant ----------------Barnsdall --------Bartlesville - -----Bernice ---------------
1

Bixby
----------------1 Bluejacket ------------Choteau ------------Claremore-- - --Cleveland- --- - - - -• Collinsville ----------Delaware- - -Fairland-------- --Grove- - - - -Hallett_ ------------ -Jenks ----------------Jennings ------------Keystone -----------Lenapah_ ---------- —Locust Grove -----

Mazie ----------------Miami__ --------------Nowata- - - - - -Pawnee -------------Pensacola--Pershing-- --Pryor ----------------Ramona --------------Terlton --Tulsa ----------------W an n ------ - - --------

1
1
1
1
1
2
2
2
1
1
2
2
1
3
1
2
1
1
2
2
1
3 2
1
1
1
II 1

1
1
1
2

1
1
1

1925 1926

381

1927 1928 1929

2 3 1 1

1
1

1 1
1

1
1

2

60 21 21 \ 28 6 20

71 3 2 \ 4 1 \ 8

1

1

1

1 1

1

1
1

11 1

2

1

1

1

2

1

(
1
1

1

1

1

1

1
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Number of bank suspensions, by States, congressional districts, and years, 1981
1929—Continued

Total,
1921-
1929

1921 1922 1923 1924 1925 1928 1927 1928

Oklahoma—Contd.

District No. 2 32 2 6 5 2 3 2 7 1

Checotali 1 _ __ __
Council Hill ________________ _—
Eufaula 
Gore 
Hanna ------------------------1 1
Henryetta 4 --------2 ____ ___-
Keota 
Morris ____ ___-
Muldrow 
Muskogee 
Okintilgee 1
Oktaha 1 --------
Park  Hill 
Preston 1 1 ___
Sallisaw 
Schuller 1 1 _
Stigler 
Vian 1 ---- ---_ - -- -
Wagoner 1 ___ ____ ____ ___
Webbers Falls _-- ---- - -- -

District No. 3 57 4 9 12 7 6 9 9 1

Achille -
Albion 1 1
Ardmore 2 1 1

i
-

Ashland 1 1 I -
Atoka _-- -
Aylesworth 1 1
Blanco -_-- --
Boswell 1
Broken Bow 2 --------1
Caddo 1 ____ _
Calera 1
Cameron 
Canadian --
Clayton - - -- -
Crowder 
Durant  • _-
Fort Towson 
Gowen 1 ------------1
Grant 1 1
Hartshorne 1 1
Haworth 
Hugo 4 1 _- -
Healdton 
Idabel 2
Indianola 1--------------------- ----- 1
Kenefic 1 1 ---- ---- ----
Kiowa - - --
Krebs 
Madill 
McAlister 
Millerton 
Octavia 1
Orr 
Pittsburg 

1929

_ -•

_ _ •

4

1

-
-



4

-
. - -

. - -
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Amber of bank suspensions, by States, congressional districts, and years, 1921—
/929—Continued

bistriet
Pot
Say
Srn
Sop
Stri
Wil
Wit

bistriet

Ad
All
Ash
At
Bri
Bro
Ch
Cla
Co
Dal
Da
Ho
Rel
Ric
Leh
Mil
Mo
Oil
Ro
Sap

Set
Sha
Stu
Tee
Tis
Tu
Wa
Wa
We
We
We

District

CIL
Rdi
Ole:
Gu
Hic
Lin
Ma
Mu
Na
Oki
Ple
Str
Sul
Yal

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927 1928 1929

klahoma—Contd.

No. 3—Contd.
eau 
annah 
thville 
er 
ngtown 
burton 
son 

---- ---- ----

No. 4 51 4 5 9 13 4 3 6 1 6

, 2 1
:n 
er 
rood 
Itow 
rnide 
,ndler 
rite, 
lgate 
e 
renport 

1 ---- ---- ------

1-
fman 2 ---- ---- ---- ----
leyyille 1
fer 
igh 
burn 

4

-------
ands 1
on 1
r 
ulpa 1-
imole

-wnee _1 - - - - - - - - - - - - - - - - ----
la ----
umseh 
mmingo 

---- ---_ -- -

--__

_

__-_

-

----
)elo ---- ---- ---- ---- -- —
[lett° 
Danucka 
eetka i
timpka ---- ---- ---_ ---_ ____ _---
Naka 

No. 5_ 17 2 8 1 4 ____ 2

,etaw 
nond 
neoe 
thrie 
kory 

3 i. ---_ ____ _-__ _--- ---_

isay ---_ ____ ____ ____ ____
-shall -___ ____ ____ ____ ____
!hall 
rina 
shoma City __
Lsant Valley ____ ____ ____ ____ ____
Ltford 

-1Mur 2
a _ _ _ _ _ _ _
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Number of bank suspensions, by States, congressional districts, and years, 101-
1929—Continued

Oklahoma—Contd.

District No. 6 

Carnegie 
Cashion 
Cement 
Chattanooga 
Comanche 
Devol 
Dover 
Eakly 
El Reno 
Fort Cobb 
Geronimo 
Greenfield 
Hastings 
Hennessey 
Hinton 
Homestead 
Lawton 
Minco 
Mustang 
Richland 
Walters 

District No. 7 

Arnett 
Erick 
Foss 
Frederick 
Gage 
Grandfield 
Granite 
Lenora 
Mount View 
Shattuck 
Thomas 

District No. 8 

Alva 
Bliss 
Boise City 
Buffalo 
Carmen 
Driftwood 
Gottry 
Guymon 
Imo 
Ingersoll 
Kenton 
Lahoma 
Laverne 
May 
Meno 
Mutual 
Nash 

Total,
1921-
1929

26

1921 1922 1923 1924

6

1925

4

1926 1927

1

1928 Il

—

1 -•
—

4 4 5 1

2

1
1

1

1
1
1
1
1
1

3
1

-1
____

____

--------1
--------1
--------1
1

-2

____________________________
1

____

________

-1

-___—_________________--•

____

-------------------------

____________________
____________________

___

-----------------

-----------------

____ ____
____

____
____

--

_.

—
-•

____ —
____ —

...„.•

13 1 1 6 4 ____ 1 ---------

1
1
1
1
3
1
1
1

1

____
--------1

i
--------1

-1 -------------------------

1

---------------------
---------------------
1

---------------------

---------------------

-----------------

-----------------

-----------------

---------

27 5 2 8 7 1 1 1 __

1
2
1

1
2
1

1
1
1

1
1
1
1

1
------------1

1

------------1

------------1
--------1
1

1

-----------------------------

-----------------------------

--------------------------

-----------------

-----------------



BRANCH, CHAIN, AND GROUP BANKING

Number of bank suspensions, by States, congressional districts, and years, 1921—
1929--Continued

Oklahoma—Contd.

District No. 8—Contd.
Ponca City 
Richmond 
Sumner 
Tonkawa _  
Woodward 

Oregon 

bistrict No. 1 
Astoria 
Bandon 
Bay City 
Butte Falls 
Cobury 
Florence 
Gold Hill 
Jefferson 
Lafayette  
Newport 
Seaside 
Sheridan 
Sherwood 
Tillamook 
Wheeler 
Waldport 

District No. 2 

Bend 
Condon 
Cove 
lone 
Jordan Valley 
Joseph 
Klamath Falls
Lexington 
Madras 
Metoline 
Nyssa 
Ontario 

Total,
1921-
1929

Papine 
Pilot Rock 
Richland 
Stanfield 
The Dalles 
Vale 

District No. 3—Portland_..--

2
1
1
1
2

1921 1922

1

1923 1924

1

1

2

1925 1926 1927 1923

43 I 6

17

5 5

2 2

3

3

3

2

5

1

385

1929

12 3

23 4

1
1

1
2
2
2
1
1

1
1
1
1
1

1
3

2 5 1 4

5

1

1

1
1

1

7

2

1

1

1

1

1

1

----I----

1

1
1

1

1

1

1

1

1

1

1
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Number of bank suspensions, by States, congressional districts, and years, Mel-
1,929—Continued

Pennsylvania 

District No. 8—Parkesburg_

District No. 10 

Lancaster 
Maytown 
Terre Hill 

District No. 15—Honesdale_

District No. 16—Blossburg_

District No. 22—York 

District No. 23—Bellefonte_

District No. 24 

Dunbar 
Fayette City 
Hollsopple 
Uniontown 

District No. 25 

Burgettstown 
Mt. Morris 
Waynesburg 

District No. 26 

Beaver 
New Castle 
Volant 

District No. 28—Farrell__ _ _

District No. 29 

Albion 
Conneautville 

District No. 31—Webster 

District No. 34—Pittsburgh..

District No. 36 

Carnegie 
McKeys Rocks 

Philadelphia 

Total,
1921-
1929

1921 1922 1923 1924

2

1925 1928 1927

8

1928 11

40 4 2 4 8 6

------------------

31 ----------------2

1
1

1 -----------------------------

.

--------------------

1 ____ ____ ____ ____ ____ ____ ____ ____

--------------------

1 ------------------------

4 ------------------------8----

1
1_

1

____

____

____

____

____

____

____

____________

____ ____ ------

____ _-

___ -

1
1
------------------------1
------------------------1

--------------

3 1 ------------2

1 1 ____ __-_ ____

___

____ ____ ____ ---

1 --------------------------------

2 ____ 1 1 ___- ---- ---- ----
____,
___- --

---- --

6 1 ------------------2 2 1 - -

3 __-_ ____ ____ ____

2
1
----------------2

—
  I

,
9 I

______
1

 _ _
1 11 a 2 ---------

29

5



1
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Number of bank suspensions, by States, congressional districts, and years, 1921—
1929—Continued

Rhode Island 

District No. 2—Kingston 

No. 3 

Providence 
Woonsocket 

South Carolina 

bistrict No. 1 

Bonneau 
Charleston 
Cottageville 
Harleyville 
Lodge 
Manning 
McClellanville 
Paxville 
Reevesville 
Ridgeville 
Saint George 
Turbeville 

District No. 2 

Aiken 
Allendale 
Bamberg 
Barnwell 
Beaufort 
Blackville 
Brunson 
Denmark 
Dunbarton 
Edgefield 
Ehrhardt 
Estill 
Fairfax 
Hampton 
Johnston 
Monetta 
Olar 
Ridge Spring 
Scotia 
Varnville 
Wagoner 
Windsor 
Yemassee 

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927 1928 1929

•

1
------------------------

- - - -

227 14 18 23 24 43 44 21 22 18

22 1 5 1 2 5 5 2 1

1

1

3
1--------[__1

1

1
_

----- 
1
___

1

_

----
--------

-

- --

35 2 ____ 5 3 5 10 5 3 2

• 3
• 3

1

2

1

-1

------------------------ --1

-------------------- --1

--------------------- 1

-----------------------------------

—

_

'
--I 1

----

----

--------1
----

----

------------

----

 ____

----

----

____

----

____

-

----

----

____

----
l

____

 4



388 BRANCH, CHAIN, AND GROUP BANKING

Number of bank suspensions, by States, congressional districts, and years, 19V-
/929—Continued

South Carolina—Con.

District No. 3 

Abbeville 
Anderson 
Central 
Coronaca 
Donalds 
Due West 
Easley 
Greenville 
Greenwood 
Honea Path 
Iva 
Liberty 
Lowndesville 
McCormick 
Mount Carmel 
Newberry 
Ninety Six 
Norris 
Parkesville 
Pelzer 
Pendleton 
Pickens 
Plum Branch 
Prosperity 
Sandy Spring 
Senaca 
Townville 
Troy 
Walhalla 
Westminster 

District No. 4 

Carlisle 
Clifton 
Converse 
Cowpens 
Cross Anchor 
Cross Hill 
Duncan 
Fountain Inn 
Gray Court 
Inman 
Landrum 
Laurens 
Mountville 
Pacolet 
Simpsonville 
Spartanburg 
Union 
Woodruff 

Total,
1921-
1929

--

46

i 1921 1922

•

3

1923

8

1924 1925 1926

9

1927 1928

—

190

3 2 15 2

3 ----------------2
5

1 -

1 ____ ____ ____ ____ ____ 1 ________ ____

32
--------------------2

2 _ -

---------------
---- ---

1
1 ---- ---- ---- ---- ---- ---- ---- -----------
1

----

------------1

1 ____ ____ ____ ____ ____ ____ ___ ____

1 ____ ____ ____ ____ ____ ____ __-__ 1 —
1 -----------

1

4 6 _ 2

____________ ---

1 ___- _--- ----__-_---- ---- ---- ----
1 _____---_---____----

-------------------
---- ----

1

----

_________-----__---------------
____ ____ ____ ____ __-

1 --------------------1
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Number of bank suspensions, by States, congressional districts, and years, 1921—
199—Continued

_

South Carolina—Co
District No. 5

Blacksburg 
Camden 
Cheraw 
Chesterfield 
Gaffney 
Great Falls 
Jefferson 
Lancaster 
Ridgeway 
Rock Hill 
Shelton 
York 

13i8trict No. 6 

Andrews 
Bennettsville 
Cades 
Clio 
Coward 
Darlington 
Dillon 
Florence 
Pork 
Georgetown_ 
Greeleyville 
Hartsville 
Hemingway 
Johnsonville 
Ringsbury 
Ringtree 
Lake City 
Lamar 
Lane 
Latta 
Little Rock 
Lovis 
Lydia 
Marion 
_McColl 
vats 
Scranton 
Tatum 
Tirnmonsville 
Trio 

istrict No. 7 

Bowman 
Branchville 
Columbia _ 
Elliott 
Elloree 
Fort Motte 
Gilbert 
Lynchburg 

—
Total,
1921-
1929

1.

17

1921

____

1922 1923 1924

,

1925 1926 1927 1928 1929

2 1 1 2 3 4 2 2

1

----------------------------21 __ 1 ---- ---- ---- ---- ----

1 ---- ---- ----
1
1

---- ---- ----

1 _-_ 1 ---- ---- ---- ---- ---- ---- ----

50 4 4 4 7 8 8 4 11

2 ____________ 2
2 ----------------1 1

____ ____ ____ ____
4 3 ________________ 1 ____ ____ ____

1 ____________________ 1 ________ ____
4 ____ 1 __-- 1 -- - 1
1 _-- ---- ---- ---- i ---- ---- --_- ___-

• 2 ___
• 2 ___ __-- i

1 1 ____ ---- ---- ---_ ---_ -___ ____ ____
• 3 --- ---- ---- ---- 2
• 3 ___ ____ ____ ____ ____ 2 1 ---- ----

• 1 ____ ---- ---- ---- ---- 1 ---- ---_ ____
• 1 ____ ____ _--- ---- 1 ---- ---_ -___ ____
• 1 ____ 1 ____ ____ ____ _ _ ____ ____

1 ____ ____ ____ 1 ____ ____ ____ ____ ____

2 ------------1
1 ___ ____ ____ ____

35 4 4 45 4 3 6 1 4

2
4

-5 _ _ 1
1 ____ 1 ---- ---- ---- ---- ---- ---- -___
1 ------------1

----------------11
i

3



390 BRANCH, CHAIN, AND GROUP BANKING

Number of bank suspensions, by States, congressional districts, and years, 1911-
1929—Continued

South Carolina—Con.

District No. 7—Con.
Mayesville 
Neeses 
New Brookland 
North 
Orangeburg 
Pelion 
Pinewood 
Rowesville 
Springfield 
Sumter 
Swanson 

South Dakota 

District No. 1 

Alcester 
Alexandria 
Alpena 
Argonne 
Armour 
Artesion 
Avon 
Beresford 
Bijou Hills 
Boyce 
Bridgewater 
Canistota 
Canova 
Canton 
Carthage 
Centerville 
Chamberlain 
Chester 
Colman 
Colton 
Cuthbert 
Dante 
Davis 
Dell Rapids 
Delmont 
Dimock 
Egan 
Elk Point 
Ellis 
Emery 
Ethan 
Farmer 
Flandreau 
Forestburg 
Fulton 
Gannvalley 
Garretson 
Geddes 
Harrisburg 
Hartford 

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927 1928

-

1

I, 1 _ _ _ _ _ _ _ _ _ _ _ _ _ - -
1

1
2 _______

1

1 __

2 ---------------- -------- 2
- 1 ----------------

394 3 9 45 111 64 115 27 7
-

156 3 4 11 53 27 40 12 4
..

2 ____
2 __
2 ------------1
1 ____
1 --------------------1_______- -
1 ____

--------
2 ________ 1 --------
1 _______ - ---- ----

2

2 ------------1
-  2 i 1

_ -1 1 ____ ____   -
--------------------1 _______—

_ 1 1

2
2 ----------------2_  -
1 ____ ____ _ ---- __   -

---------
1 ____________ 1 -----------------
1
1 ------------1

1 ------------1-__-__-___   -
2 --------------------2 ---------
1 ____  

-

2 1 1-

nosi

-

-
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Number of bank suspensions, by States, congressional districts, and years, 1921—
/929—Continued

South Dakota—Con
bistriet No. 1—Con.

Howard 
Hudson 
Humboldt 
Hurley 
Irene 
Jefferson 
Kaylor 
Kimball 
Kingsburg 
Lake Andes 
Lane 
Lennox 
Lesterville 
Letcher 
Madison 
Marion 
Menno 
Missionhill 
Mitchell 
Montrose 
Mount Vernon 
Olivet 
Parker 
Parkston 
Platte 
Pukvvanna 
Ravinia 
Renner 
Romona 
Roswell 
Rutland 
Salem 
Scotland 
Sherman 
Shindler 
Sioux Falls 
Spencer 
Springfield 
Storla 
Tabor 
Tea 
Trent 
Tripp 
Tyndall 
Unityville 
Utica 
Valley Springs 
Vilas 
Vol in 
Wagner 
Wakonda 
Ward 
Wentworth 
Wessington
Winifred 
Woonsocket 

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927 1928 192

•

2 --------1

2 ____________ 1 1 ---_---- --__ ___

1 --------------------1

1 ------------1 ___________________.

__-_--_____.

i

• 2 --__---- -___----__-.

------ ---- ---- ----

____ ____ ____ ____ ____
___

____

____ ____ ____

100136-30—vot, 1 PT 4-7



392 BRANCH, CHAIN, AND GROUP BANKING

Number of bank suspensions, by States, congressional districts, and years, 1921-
/929—Continued

South Dakota—Con.

District No. 2 

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927 1928

2

191

 —

—
162 ____ 4 14 34

I
21 66 11

Aberdeen 
Agar 1

1 ---------------- -------- 1
----------------1 _ _ __.

Albee 1 ---------------- 1 ____ ____ ____ --•
Altamont 1
Andover 
Arlington -___ ---- --•
Ashton 1 ____ ____ --•
Astoria 1 ---- ---- ---_ --__ ____ ____ _--- -- - -
Athol 1 - - --
Aurora ____ ____ __.
Badger 1 ---- ---- ---- ---- ---- ---- - ---
Barnard ---- ---- --•
Bemis 1 - --- ---- ---- ---- ---- ---- ---- -- - -
Big Stone City 
Blunt 
Bowdle 
Bradley 2 --------1
Brandt 
Brentford 
Britton 
Broadland 

-Brookings 1
Bruce 
Bryant 
Bushnell ---- ---- ---- ---- ---
Butler 
Castlewood 
Cavour 
Clair City 
Claremont 1 -------------------------1 ---- --•
Clark 
Clear Lake 
Conde 
Crandall 
Crandon 
Crocker 
Dempster 

-De Smet 1
Doland 
Eden 1 -------------1
Elkton 2 ____ ____ _ - --
Erwin 
Esmond 
Estelline 
Frankfort 
Garden City 
Groton 
Grover 1 --------------------- -- -
Hammer 
Harrold 
Hayti 
Hecla 
Henry 
I lerreid _  
I letland 

i9

0

1

1

Art



BRANCH, CHAIN, AND GROUP BANKING 393

Number of bank suspensions, by States, congressional districts, and years, 1921 -
192.9—Continued

South Dakota—Con.

District No. 2—Con.

Total,
1021-
1929

1921 1922 1923 1924 192.5 1926 1927 1928 
I
I 1926

Highinore 2 1
11 illhead 1
Holabird 1
Hosmer 1 1
Huron 4 3
Iroquois 2 1 1
Labolt 1
Lake City 1
Lake Norden 2 1
Lake Preston 3 1 1
Leola 2 1 1
Lily 2 1
Lowry 1 1
Loyalton 1 1
Manchester 1
Melham 1 1
Mellette 
Milbank 

1
2 1

1
1

Miller 1 1
Mina 1 1
Naples 1
Newark 1 1
New Effington 1
Northville 1 1
Oldham 2 1 1
Onida 2 1 1
Ortley 1 1
Osceola 1 - _ 1
Peever 2 1 1
Pierport 1 1
Pierre 1 - _ 1
Raymond 2 1 1
Hadfield 1 1
Ree Heights 1 1
Reville 2 1
Hosholt 2 2
Roslyn 1
Sinai 1 1
Sisseton 2 2
St. Lawrence 1 1
Strandburg 1 1
Summit 2 1 1
Toronto 2 1 1Troy 1 1
Tulare 1 1
Turton 1 1
Twin Brooks 2 1 1Veblen 2 1 1
Verdon 1
Vienna 1
Virgil 1 1
Wallace 1 1
Watertown 1 1
Waubay 2 2
Webster 2 1 1
Wecota 1 1
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394 BRANCH, CHAIN, AND GROUP BANKING

Number of bank suspensions, by Stales, congressional districts, and years, I
/929—Continued

Total,
1921-
1929

1921

South Dakota—Con.

District No. 2—Con.
Wetonka 
White 
White Rock 
Wolsey 
Yale 
Zell 

District No. 3

Ardmore 
Belle Fourche 
Bison 
Bonesteel 
Burke.. _k 
Carter 
Chance 
Colome 
Cottonwood 
Dallas 
Deadwood 
Draper 
Edgemont 
Fairburn 
Fairfax 
Fort Pierre 
Fruitdale 
Gregory 
Hamill 
Herrick 
Hot Springs 
Interior 
Isabel 
Kadoka 
Kennebec 
Keystone 
Laplant 
Lemmon 
Lucas 
Martin 
McIntosh 
McLaughlin 
Meadow 
Mission 
Morristown 
Murdo 
Newell 
Nisland 
Oelrichs 
Owanka 
Philip 
Piedmont 
Presho 
Quinn 
Rapid City 
Reliance 
Sorurn 

1
1
1
1
1
1

1922 1923 1924 1925 1928 1927

1

1
1

1
1

1928

76 1 20 24 16 9 4 1

1
1
1
3
3
1
1
1
1
2
1
1
1
1
1
1
1
2
1
1
2
1
1
2
2
1
1
3
1
1
1
1
1
1
2
1
2
1
1
1
1
1
2
1
2
2
1

1

1
-___ 1

1
1

1
1
1
1
1

1
1 1

2
1
1
1

1

1 ----
____

1
1

1
1

1 1
1

1
1 ----

1
2

1 1
1 1

1

2
1
1
1
1

1

2

1

1

1

1

1

1

1

1
1

1

911-

190

A

121

I);
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'Umber of bank suspensions, by States, congressional districts, and years, 1921—
/929—Continued

South Dakota—

No. 3—Con.
St. Charles 
Thunder Hawk 
Timber Lake  
Vivian 
Wakpala 
White River 
Winner 
Witten 
Wood 

Tennessee 

bistrict No. 1 

Baileyton 
Chuckey 
Church Hill 
Kingsport 

District No. 2 

Jefferson City 
Jellico 
New Market 
Oliver Springs 
Talbott 

1°istrict No. 3—Jasper..

bistrict No. 4 

Gordonsville 
Lebanon 
Portland 
Rome 
Statesville 
Waltertown 

bistrict No. 5 

Alexandria 
Beechgrove 
Bellbuckle 
Coldwater 
Mulberry 
Murfreesboro 
Smithville 
Temperance Hall_ _
Unionville 
Wartrace 
Woodbury 

Total,
1921-
1929

1021 1922 1923 1924 1925 19213 1927 1928 1929

on.

________ ____ ____

---- ____
____
____

____
____

___
____

-_-- ---_ ____

---- ---- ----
1 ---- ---- ---- ----

-------- ---- ----
---- ---- ---- ---- ---- ----

66 3 1 3 6 8 12 17 4 12

2

1
------------

1
-1

5 1 ____ ____ 1 ____ 1 --------2

1
------------

1
-1

1
1 ____________________________ ____

1 ____ ________________ ____________ 1

7 ----------------3 1 1 1 1

1
2

------------
1 ---- ---- ---- ---- ---- --------------------
1

14 ____ 1 1 ____ 1 3 5 3

2 ------------------------1 1
1 --------------------------------1

____ ___
1 ------------------------1--------
1 ____ 1 ------------------ ------

2 --------------------I __
1 ------------------------I

_ i
1 ________________________ I --------
2 --------1

_Ail



396 BRANCH, CHAIN, AND GROUP BANKING

Number of bank suspensions, by States, congressional districts, and years, 101'
192,9—Continued

Total,
1921-
1929

1921 1922

Tennessee—Contd.

District No. 6 

Adams 
Cedar Hill 
Green Brier 
Nashville 
Springfield 
White House 

District No. 7 

Centerville 
Columbia 
Erin 
McEwen 
Slayden 
West Point 

District No. 8 

Atwood 
Big Sandy 
Jackson 
Lexington 
Somerville 
Yuma 

District No. 9 

Dresden 
Dyersburg 
Franklin 
Martin 
Palrnerville 

District No. 10 

Bartlett 
Kerrville 
Memphis 

Texas 

District No. 1 

Annona 
Avery 
Blossom 
Bogata 
Clarksville 
Cookville 
Cooper 
De Kalb 
Deport 
Detroit 

7 1

1923 1924

2

1925 1926

1

1927

1

1
1
2
1 1
1
1

1

1

1
1

1

6 1 1 1

1
1
1
1
1
1

1

6 1 2

1
1
1
1
1
1

1
1

1

1

5 2

1
1
1
1
1 1

1

1

1

11 1 2 1 2 4

1

1 -
8 1

1

1

1

2
1
3 1

- -

299 69 31 21

32 2

2
1
1
1
1
5
1
1

30 39

6 7

1

1

38 38 23

3 8 5

1
1

2
1
1

2

to

1

ID
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1919

2

1

BRANCH, CHAIN, AND GROUP BANKING 397

rn-her of bank suspensions, by States, congressional districts, and years, 1921—
1929—Continued

District
Do
Pul
Jeff
Ma
Ma
Na
Nas
Nev
Par
Pet
Sul
Tex
Wit

District

Alt
Bur
Cen
Fra
Gar
Jac
Joa
Ko
Luf
Na
Ora
Pon
Pori
Wo
Zav

District

Alb
Bul
Elni
Gla
Gol
Het
Kat.
Ken
Lon
Mi
Qui
Scu
Tri
Tro
Win

District

Alt
Bo
Cel
Col

Total,
1921-
1929

1921 1922 1923 1924 192.5 1926 1927 1928 1929

exas—Continued.

No. 1—Continued.
lasville 1 _____________-__ 1 ____ ___ _
night 2
3113011 
•ietta 
id 1
oles 
h ________ ____ ____

1
____

r Boston 
s 
,y 
thur Springs 
arkana 
field 

1

No. 2 

o 

17 3 2 ____ 3 4 2 1 1 1

keville 1 ----------------1
ter 1 ------------1 ____________ ---- ----
lkston 
y 
csonville 

1

1
luin 1 ----------------1 ________ ____ ----
mtzo 1 ----------------1
dn. 1 ----------------1
ogdoches 1 --------------------1
nge __
ta 1
t Arthur 1 ----------------------------1
xlville 2 1 _ ____ _ ___
ella 1 ---- ---- ---- ___ ____

No. 3 16 4 1 2_.._ 2 4 1

3. 
Lard 1
[0 1
lewater 
len 
iderson 

____ ____ ____ ____

ifman 1 1 --------------------------------

op ------------
gview 1
reola 
tman 
rry 

--------------------1

----

____

----

____

----

____

----
tidad ---- ---- ----
up . 1 1 ____ ____ ____ ____ ____ ____ ____ ____
insboro 1

No. 4 33 5 2 2 _--- 1 9 9 3 2

>ga ---- ---- ----
ham ----
ste 
insville 1

---- ---- ---- ---- ----
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Number of bank suspensions, by States, congressional districts, andjyears, 190-
1929—Continued

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 , 1927 1928 1929

Texas—Continued.

District No. 4—Continued.
Commerce 2 1 1 -Copeville 1
Denison 
Emory 
Floyd 

2
1
1

1

1
Frisco 2 1
Greenville 2 1

_
1 -

Gunter 2 1
Hagerman - -

Honey Grove -

Howe 1
Ladonia 2 1 1
Lone Oak 
Murphy 
Pottsboro 
Princeton 
Quinlan 
Sadler 
Southmayde 
Weston 
Windom 
Wylie 

2
1
1
1
1
1
1
1
1
1

1

1

1

1
1

- - -

-

--I

District No. 5 7 1 1 1 3

Addison 1
Coppell 1 1
Duncanville 1 1 - -

Ennis 1 1 _

Farmers Branch 1 1
Hutchins 1 1
Vickery 1 1 -

District No. 6 13 4 2 1 1 2 1 1

Abbott 1 1

Buffalo 
Calvert 
Currie 

2
1
1

1

1

1
_ -

_

Franklin 1 1 _

Kirvin 1 ____
Kosse 1 1
Malone 
Mt. Calm 
Oakwood 
Purdon 
Teague 

1
1
1

• 1
1

1
1

1

1

1
_

."

- - -"

0"

District No. 7 13, 1 1 1 1 2 7 - -

Cleveland_  1
Dobbin 
Dodge 
Galveston 2 _---
Hitchcock 1 __--
Magnolia 
Palestine 1

1$1
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Number of bank suspensions, by States, congressional districts, and years, 1921-
1929—Continued

Total,
1921-
1929

Texas--Continued. I
Dist-rict No. 7—Continued.

Rateliff 1
Shepherd 1
Trinity 1
Weldon 1
Winnie 1

District No. 8 11

Goose Creek 
Harrisburg 
Hempstead 
Hobby 
Houston 
Humble 
Navasota 
Plantersville
Richmond 
Rosenberg 

District No. 9 

Alvin 
Eagle Lake
El Campo 
Francitas 
Halletsville----- - —
Lagrange 
Louise 
Markham-- - - - -
Nordheim  
Rock Island 
Westhoff-----------  
Yoakum 

1921 1922 1923 1924 1925 1926 1927 1928 1929

1

1 4 2

1

1

1

1

21 21 1

1
1
1

1
1

2 2
1 1
1 1
1
1
1
1

1
1

I 2 112

1 1
I

District No. 10 

Austin 
Elgin 
Granger 
Manor 
Taylor 

District No. 11

Bartlett
Belton 
Crawford•

Mott

1

1 6 1

1
1
1
1
1
1

Elm

1

1

1

6 1 1 4

1
I

1
1

1
2 1 1
1 1

10 2 1 31 3j

1 1
11

1 1
11

1Lorena  — Meridian  1
Morgan  I
Temple  1 1
Travis  1
Walnut Springs   I

1

1

1

1
1

1

1
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Number of bank suspensions, by States, congressional districts, and years, 10-
1929—Continued

Tex

District N

Aledo
Bluff
Clebur
Cresso
Ft. W
Keller
Mansfi
Riovis

District N

Argyle
Belley
Bradle
Dento
Eliasv
Era
Garza
Graha
Henrie
Muens
Pilot
Scotla
South
Westo
Wichit

District N

Kings
Rockp
San A

District N

Alice_
Donn
Eagles
Harlin
Lared
Lemin
Miran
N. Plc
Orang
Pears
Rio H
San J
Three

District N

Bront
Cain

El Pa
Garde

Total,
1921-
1929

1921 1922 1923 1924 1923 1926 1927 1928 9'1

Ls—Continued.

.12 14 3 3 1 1 _-

1 ------------------------- 1

)ale 
ne 
n 

4 1 1 1___ _

)rth 
• 1 ____ ____ --
eld _

1
-_,--

,. 13 

le 
ys Corner 

18 4 2 2 2 4 ____ 2 2 --

1
1 
lle 

--------------
. -------------- 
'n ..
tta 
ter 2 - 1

-
..

'oint -
Id

- -Bend 
ver 
a Falls 

2

1

1 1 ________--_________ -

o. 14 

wry 

5 2 --------1
• —

ort 
ltonio 

2 2- ____ ____________ ____ ____,•____ -•

.15 15 3 1 2 3 2 ___

-----------------------------1 --
I

Pass 
gen 2
) 
g 
lo City 
asanton 
?,grove 
11 
ando 
ian 1 •
Rivers • _

10 2 2 1
,

). 16 

; 
ity ____ _

o 
a City 

1 ____ ____ ____

___

____ _

____ _

•••'"
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Number of bank suspensions, by States, congressional districts, and years, 1921—
.1929—Continued

Texas

bistrict No.
Midland
Pecos _
Sherwoo

1)istrict No. 1

Avoca_
Bertram
Breckenr
Brownwo
Caddo_
Cherokee
Cisco_
Coleman_
Crystal F
Be Leon_
Desdemo
Eastland_
Frankell
Gorman-
Gustine_
Hasse_
Ivan
Kempner
Llano
Lometa-
Luray_
Marble F
Miles 
Mineral
Moran_
Mullin_
Necessity_
Novice
Olden_
Oplin 
Palo Pint
Pioneer_
Ranger
Nipe Sprin
Wayland_

1)istrict No. 18

Booker_
Bovina_
Clairmont
Farwell_
Friona_
Gail 
Girard_
Glazier_
Groom
Idalon 
Lamesa_
Lockney_
Longworth

Total
1921-

,

1929
1921 1922 1923 1924 1925 1926 1927 1928 1929

—Continued.

16—Continued.

1 1 1 _____---__-- --------------------

7 46 23 9 3 3 3 2 2

1 _--- 1 ____ ____ ____ ____ ____ -

dge 2 2
_

od 1 I ---- ---- ---- ---- ---- ---- --__
2 1 1

_

_
_

1
__ _

ails 1
1 1 ____ ____ ____ ____ ____ ___

ia 3
2

2 1 ____ ____ ____ ____
_

-
_

• 1 ____ 1 ---_ ---- --_- --- -

• 1
1 1 ---- ---- ---- ---- ---- ---- ----

_

• 1
als 

rells 

_
_

1 ___ ____ ____ ____ ____

1
1
22_

___

-
_
_

38 2 2 __ _ __ ---- ---- ----

21 5 4 1 4 3 1 1 ____ 2

I 1
1

_
-

2 -1 -

1 1 __ _ ____ ___
_
_
_
_

1 -------- ---------------- -----------1_ -

--------------------------1
____ ____ ____ ____
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Number of bank suspensions, by States, congressional districts, and years, lgli
/929—Continued

Texas—Contd.

District No. 18—ontd.
Miami 
Paducah 
Perryton 
Rule 
Southland 
Texline 

Utah 

District No 1 

Delta 
Duchesne 
Garland 
Greenriver 
Kanab 
Marysvale 
Myton 
Oasis 
Panguitch 
Tremonton 

District No. 2

Bingham Canyon 
Lehi 
Midvale 
Payson 
Salt Lake City 
Spanish Fork 

Virginia 

District No. 1 

Horsey 
Milford 
Reedville 

District No. 2 

Holland 
Norfolk 
Ocean View 
Portsmouth 
Sebrell 
Sedley 
Walters 
Windsor 

District No. 3—Richmond__

Total,
1921-
1929

1021 1922 1923 1924 1925 1926 1927

I

I 1928

--

-1
-----------------

• 1 ____ ____ ____ ____ ____ ____ __-- -
• 1
• 1 --------------------1

____ ____ ____ ____ -
-

• 18 6 3 2 2 1 2 2 -____
----

12 5 2 1 ____ 1 ____ 2 1 -

1 -1 -----------------------------
2
1

, 1 1 -----------------------------
1 1 ____________________ -
2 2 -

..
---------------------

1 _____________

6 1 1 1 _

-
1
1 ____________________________' 1 -

---------------------

----------------

45 6 6 2 4 3 4 4 7

3 1 --------------------1

1 ------------------------1 ___-
1 --------------------------------
1

11 2

---------
2 __ _ 2 -------------------------
1
3 1 --------1
1 ____ 1 -------------------------
1
1 --------------------1 ---------
1

1 ____ 1 -------------------------

10

9

0.1

1

A

1

1

1

1

1
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BRANCH, CHAIN, AND GROUP BANKING 403

Number of bank suspensions, by States, congressional districts, and years, 1921—
/929—Continued

Virginia
bistriet No. 4_

Disputants
Ford 
Hopewell_
Meherrin
Petersburg

bistrict No. 5_

Troutdale_
Virgilina_

net No. 6-

Huddleston
Moneta_

bistrict No. 7—

bi5triet No. 8..

Culpeper_
Qnatico
Stafford_

bistrict No. 9-

Clinehport_
Cleveland
Coeburn_
Port Black
Gundy_
Honaker_
Ivanhoe
Pocahontas
Wise 

IX/Arid No. 10_

Craigsville_
Doe Hill_
Monroe_
Mount Sidn
Pamplin_
Stuarts Draf

Washingto

'strict No. 1_
Black Diam
Georgetown
Seattle 

bistrict No. 2—

_

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927 1928 1929

____ 1 ------------1 1

—Continued

6 1 2

1
1
1
1

____

1

1

--------------------------------

----------------------------
1

2 1 ____ 1 ____________ _

1 1 ____________________-_-- ---- ----

2

_
_

Scottsville__ 1 ----------------1

3 --------1 1 --------1

____ ____ ____ ____ ____

9 ____________ 1 ____ 1 1 3 3

lore 
• 

1

1 

--------------------------------1

-------------------- ------------ 1
____ ____ ____ ____

i

____

7 1 ________________ 1 1 1 3

T 

t 

2 i

i

n 56 13 5 5 12 6 2 1 4 2 7

nd 
5
1
1
3

nacortes 1 ____ 1 ____________________________
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Number of bank suspensions, by States, congressional districts, and years, 101'
1929—Continued

Total,
1921-
1929

1921 1922 1923 1924 1925 1928 1927 1928 109

Washington—Contd.

District No. 3 6 2 1 2 1

Aberdeen 1
Ilwaco 
Kelso 
Napavine 
Tacoma 
Vancouver 

District No. 4 26 5 2 1 8 4 1 1 3

Clarkston 2 1
Colfax 
Connell 
Coulee 1 -

Ephrata 
Farmington 
Grandview 1 -

Hartline 1 -

Kahlotus 1 _--"

Kennewick 1
Lind 
Neppel 1
Oakesdale 
Othello 1

1

Pasco 2 2
Prosser 
Ritzville 
Ruff - --"

St. John 
Sunnyside 
Waitsburg 
White Swan 
Wilsoncreek 1
Yakima 

District No. 5 18 1 2 3 4 2 1 1 1 3

Bridgeport 1
Chelan 1
Colville 2 1 1
Davenport 1
Harrington 1
Leavenworth 1
Mansfield 
Molson 1
Northport 2
Omak 1 1
Oroville 2 1 1
Rockford 
Spokane 
Waterville 
Withrow 



BRANCH, CHAIN, AND GROUP BANKING 405
f9 1 Number of bank suspensions, by States, congressional districts, and years, 1921—

/929—Continued

West Virginia 

District No. 1 

Benwood 
Fairmont 
Grafton 
Jacksonburg 
New Martinsville 
New Cumberland 
Pine Grove 

District No. 2 

Neyser 
Philippi 
Tunnelton 

District No. 3 

Auburn 
Buckhannon 
Cairo 
Clarksburg 
Harrisville 
Lumberport 
Pullman 
Shinnston 
Wallace 

District No. 4 

Grantsville 
Huntington_-

1 Point Pleasant
Winfield

District No. 5

Davy 
Gilbert 
Matooka 
Muliens 
Pineville 
Welch 
Williamson

District No. 6—Cabincreek_

Wisconsin 

District No. 1—Evansville 

District No. 2 

Ixonia 
Jackson 
Plymouth 
Rome 

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927 1928 1929

34 1 1 _ ___ 2 4 2 5 5 14

7 3

_ 1 ____ ____ ____ ____
_ 1
_ 1
_ 1

1 _
- --- -- --

1 ----------------1---- ---- _

2

1 ____ 1 _ ----
--------------------------------1

1
_

1 8

1 --------------------------------1
_ 1
_ 1

2 --------------------------------2
1 ----------------------------1
1 --------------------------------1
1 --------------------------------1

• 1 --------------------------------1

---- ---- ---- ---- ----

• 5 ------------1 ____ ____ 1 2 1

1 _ _ ____ ____ _ ___
• 2 ---------------- -------- 1

1 ____ ____ ___ _ i
8 ----------------2 1 3 2

1 ____ ____ ___ _ ____ ____ ____ _ ___
1

- ____ ____ ____ ____

1 --------------------1 ---- ---- ----

75 ____ 2 11 10 10 11 14 6 11

- -

4 ____ 1 ____ 1 -------------11

---- ---- ---- ---- - - - -
1 ____ 1 - --- ---- ---- ---- ____ ____

1
1 _ ____
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406 BRANCH, CHAIN, AND GROUP BANKING

Number of bank suspensions, by States, congressional districts, and years, 1921"
1929—Continued

Total,
1921-
1929

1921 1922 1923 1924 192.5 1926 1927 1928 19'

_—

Wisconsin—Contd.

ristrict No. 3 13 ____ 1 3 2 1 2 2____
--

Albany 
Blanchardville 1 ____ ____ ___ _ ____ ____ ____ ____ ___ -
Browntown 
Darlington 
Highland 
Hollandale 
Lancaster 
Montfort 
Mt. Sterling 
Richland Center 1 ----------------------------1
Soldiers Grove 1 ____ __ __ ___ _ 1 ____ --
Sun Prairie 

hstrict No. 6 3 --------1 1 _ ___ ____ ____ ___ _
_---

--
Fond du Lac 1
Packwaukee 
Princeton ____ ____ ____ __-- --

-,--
hstrict No. 7 7 --------- 2 1 1 ____ ____ ____ —

Black Hawk 1_
Granton 1
Greenwood ____ ____ ____ ____ ____ —
Humbird 1
Loyal  . 1 --------1 ____ ____ ____ ___ _ ____ --
Prairie du Sac ____ ____ ___ _ --
Wonewoc 

r----
)istrict No. 8 1 1

Marion 1 ----------------------------1
Ogdensburg 1 ___ _ _ ------
Scandinavia 1
Waukesha ____ ____ --

)istrict No. 9 3 ----------------1 ___ _ 1 1 --

Argonne 
Crandon 1 ----------------1 - -- - - -- - - - - - - -
Crivitz 

—
17 --------2 1 3 6 2 1)istrict No. 10 

Allen 1 ----------------1 _ ___ _ _ _
Alma 
Altoona 

1
1 ____

-
_
- -

i
- - - - -
- - - -

- - - -
- ---

- --
---- -

Boyceville 1 ------------------------1
Cadott 1 --------------------1
Campia J 1 _ _ _ _ _ - - - - - - - - - - - - - - - - - - - -Chetek 1 --------------------1 - - - - - - - - -
Colfax 1 --------------------1
Cumberland 
Cylon 

1
1 ------------------------ 1

- -- -
_-

Hammond 

2

3

1
1

1

2

-



921-

1929

2

_ -

-
-

_ -
- -
1

1

1

3

1
1
-
1

1

1

2
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Nu h74-er of bank suspensions, by States, congressional districts, and years, 1921—

, /929—Continued

Wisconsin—Contd.

131strict No. 10—Contd.
Jim Falls 
Pepin 
Poskin 
Rice Lake 
River Falls 
Wilson 

1).'strict No. 11 

Bruce 
Clear Lake 
Danbury 
Eagle River 
Fifield 
Hayward 
Rennan 
Ladysmith 
Prentice 
Sanborn 
Saxon 
Shell Lake 
Springbrook 
Superior 
Three Lakes 
Tomahawk 
Trego 
Wanderoos 
Washburn 
Westboro 
Wheeler 

Wyoming: District
No. 1_

hilaggs 
,13asin 

'uffal°  krPenIt ter
eneYenne 
leartnont Cowley 

DixT., On 
OUglas 

F 8 rannie

2arland 

,\IPlette 

!erld0 
r\21erITOCk 

9.uernsey 
lillsdale 
"Judson 

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927 1928 1929

1 ________ __________ -

1-
1 ____ ____ -_-- ---- ---- 1 ---- ---_ ____

23 ________ 3 6 2 3 8 ____ 1

____ ____ ____ ____ ____

____ ____ ____ ____ ____

1

1
____ ____ ____ ____ ____ ____

1
1 --------------------1
1 ---- ---- ----

1 ------------------------ 1

60 6 4 9 32 3 3 2 __ 1

1 ---------------- 1 ____ ____ ____ ____
1 1

-
_
-

1 ------------1
---- ---- ---- ---- ---- ----

____ ____ _--_ ____ ____

1 -- ---- ---- ---- ---- ---- ---- ---_
2
2 ------------1 ____ 1
1 ------------1

2 i

100136-30—voL 1 PT 4-8

_AM
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Number of bank suspensions, by States, congressional districts, and years, 1901-
/929—Continued

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1927 1928

Wyoming—Con.

Jay Em ____ ____ __ _-.
Kane 1 ____ 1 ____ ____ ____ ____ ____ __--
Kaycee 2 1 1 ____ ____ __ —
Keeline 
Levoye ____ ____ __--
Lingle ____ ____ ____ __—
Lost Springs --------
Lusk 1 ____ ____ ____ __--
Manderson 
Manville 1 --------1 ____ ____ ____ ___ _
Medicine Bow 
Moorcroft 2 2 ---_ --__ ____ ____ ________ __--
New Castle 
Osage 1 _ 1
Pine Bluff 1 --__ ---- 1 --------
Powell ---- ---_ ---_ ----
Ranchester 1 --------1 ____ ____ ____ ____ ___-
Riverton 1 ---- ---- ----
Rock River 
Sheridan 
Thermopolis 
Torrington 
Upton 2 1 --------1 ____ ____ ____ ____
Van Tassell ---- ---- ---- ----
Wheatland  1 --------1 --------------------

i929



Alabama_ -----------

SUMMARY

Total,
1921- 1921 1922
1929

32t 1

1923

2

1924

10

1925

5

1926

2

1927 1928

1

1

1929

11

District No. 1 ------------- 
1 
3 1 

4
District No. 2_- ----------- 9 1 3 I

2
District NO. 3 ---------------2 ------- -
District No. 4 ------------- 2

.-

1
District No. 5 ------------- 3 

, 1

.- 

1

.- District No. 7 ------------- 3 1 
5

District No. 8 -------------5 
2 I 1

District No. 9 ------------- 4
..- District No. 10 

-------------_,-_---

9 

.---_-_-_----r—i

3 \ 3 1 \ 1
6 4

Arkansas ------------

32 
2 1 - ---

1 2 6 1 8 8 4 2

.--

1 1 2
District No. 1 ------------- 8 1 

1 2

_-- District No. 2 ------------- 3_--

District No. 4 ------------- 13 1
9 1 - -I-

2 - 34 ---15- 1:1-3

District No. 3 ------------- 1 - -1 
1

3 1

..-- District No. 5 ---------- - --  1 1 1 
8 2

District No. 6--------------15
 1 -- --15 1 1 1 - - i-

-,-- -.=_.-----

4

District No. 7 -------------

31 3 6 2 2 3 \ 51 
6California -----------

4 3 1 I
1

District No. 1 ------------- 2 1b'strict No. 2 -------------  1 - -- -
bistrict No.  ----------------20 1 2 4 -----3-

3
--District No. 11 ------------ 4 

1 --------

1
District No. 7 ------------- 8 1 - -2-- 1 1

11.493 Angeles --------------- 1 San Francisco ------------- 
____

-----_

Arizona: District No. 1_ 27 
-

ig 14 1195 5 4 5 11 8 19

89 13 8 18 9Colorado ------------

District No. 1 ------------- 2 11 4
2

District No. 2 ------------- 22 4 4 2 4District No. 3 ------------- 16 1 2 3 1District No. 4 -------------

Connecticut 

District No. 2  
bistrict No. 3  

2 1

_

1

16 14 4 3

7 1 1
4 7 2
2 3 3
2 3 1

EE
409

5

-
2

3
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Delaware: District
No. 1 

Florida

District No. 1 
District No. 2 
District No. 3 
District No. 4 

Georgia 

District No. 1 
District No. 2 
District No. 3 
District No. 4 
District No. 5 
District No. 6 
District No. 7 
District No. 8 
District No. 9 
District No. 10 
District No. 11 
District No. 12 

Hawaii 

Idaho 

District No. 1 
District No. 2 

Illinois 

District No. 6 
District No. 10 
District No. 11 
District No. 12 
District No. 13 
District No. 14 
District No. 15 
District No. 17 
District No. 18 
District No. 19 
District No. 20 
District No. 21 
District No. 22 
District No. 23 
District No. 24 
District No. 25 

Summary—Continued

Total,
1921-
1929

1921 1922 1923 1924 1925 1928 1927 1928

1
-

190 5 5 4 3 1 43 31 35

69 ____ 3 __ _ 1 ____ 12 4 11
26 1 . 1 3 2 __ _ 6 5 4
7 1 ------------1 3 2 ____
88 3 1 1 --------22 21 20

I
i

319 56 14 11 29 31 102 18 26

37 11 1 2 1 1 2 6 3 2
27 3 __ _ 2 6 2 8 2 3
37 7 ; I ---- 3 3 13 3 4
25 4 _ 1 _ 2 13 3 2
14 1 3 ____ 1 ____ 7 ____ 1
16 1 

__- 
_______-_ 2 5 2 3

18 1 , 1 ________ 2 12 1
27 2F 1 2 5 7 8 1 __
41 8 3 3 5 4 11 3_ _
22 5 ___ _ ____2 3 5 ____ 1
19 6 __ 1 2 1 3 ____ 5
36 7 3 1 4 ' 3 11 ____ 5

I

72 23 ' 8 10 7 8 4 7 2

27 8 2 3 2 2 3 4
45 15 6 7 5 6 1 3 2

— —

,

138 10 4 5 14 8 20 29 14

13 2 2 3 1

1 2
7 2 i ------------1... 2
12 1 --------2 2 3 1 2

13 --------1 i i 5 4 L_ _

25 2 ____ i a 1 i 8 5

13 ______ _____ 1  1 3 1

10 i _ _ _ _ _ _ __ _ _ _ _ i 2 3

1929

1

63

38
4
1

20

32

9
1
3

-1
3
1
1
4
6
1
2

34

5

2
1
1
2
1
2
1
2
7
2
1
3
2

L—_



District No. 4 ------------- 6 1
3 

District No. 5 ------------- 3D i s t r i c t No. 6--------------4 1 
S
t District No. 7 ------------- 1 15 1 2bidrict No. 8 ------------- 14 
1 

District No. 9 ------------- ii 2 -- ----
0 

District No. 10 ------------ 11District No. 11 ------------ 13 1District No. 12 ------------ 10 1District No. 13  ----=--
12

9

Iowa  24 12528
1 

-----

30 —1 
3 2 3 6

District No. I ------------- 25 3 2 2 2 
6

l
f
l
.
 11 5 3

District No. 2---------------1 40  2 1 - 
4

3 
District No. 3 ------------- 48 2 ---- 1 7 13 13 4

1924

4

1
1
1

1925

10

1

2
1
2
1

1926 1927

7 25

1928

24

411

1929

24

2 1
1 1 2

1
1 2 ----

1 2 1
1 5 4 h
1 2 2 25 1 2
2 6 2

3 2 3

1 

35 83 _841 1353 706 516

2 6

34

2

1 
District No. 4 ------------- 26 3 3 8 84 
District No 6 ------------- 

- - --

36   - - ---- 6 10 5 11 --Y --i- 8
District No. 7 ------------- 33 1 1 9 7 4 6 3

6
1 

8 2 2

District No. 8 ------------- 41 2 ---1- 10 9 4-- 
District No. 10 ------------ 92 

2 10 16 n 49 17 11

2 
District No. 9 ------------- 130 2
District No. 11 ------------ 

10 2 6 11 26 13 6__.---,-_-•_-_,-_-. -__ =_,-__----_-_-_-_-_-_-=---_

District No. 5 ------------- 27 1 6 6 7 3 1

1

BRANCH, CHAIN, AND GROUP BANKING

Summary-Continued
—

\ Total,
1921- 1921 1922
1929

1923

Indiana ------------- 
115 7 7
3 1 --

District No. 1 ------------- I 13 1District No. 2 ------------- ' 4District Mn. 3 ------------- 8 3
1

_ -
-_- 

36 26 12

16 —1 2 

16 19 46

1 4 2 73 2

20 34Kansas ------------ _ 223 14

5 2 2

S b i s t r i c t No. 1 ------------- 1 --i- --- 2 526 3
.- District No. 4 ------------- I 17 - -Y. 3 1

65 34 ___4_ 135 1,04 51 21

3 2 3

--
3 District No. 2 ------------- 1 40 2 42District No. 3 ------------- I 31 

1 1
_- 

3 13 1

-- District No. 5 ------------- 7 ---1- 3 1342 1 
2

District No. 6 ------------- 
33 2 5 9

____
2 3 2 S

13 2 1 1

Uistrict No. 7 ------------- 
19 2 3 3  3

14 District No. 8  —5 —
..--

:2
2 Kentucky  43 3
1 

5 1 __-- 2
--i- 1 -1--

District No. 1   31 
District No. 2 1 1

2 District No. 3   7 2 - - i- 4 --:----
1 District No. 4  

2 2
2 

llistrict No. 7   10 2 2 I- -- - 1 i 1 - -.2-
4

1 
District No. 8   8 1 2

2 
District No. 9   5 1

7 

1 1 I:::

District No. 10 ------------ 22 District No. 11 1 
---3 —

2

1
2
5
4
2
3
1
2
3
5
6

21 21 7 61 71 7 71 2

ii 1

1
4
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Louisiana

District No. 2
District No. 3
District No. 4
District No. 5
District No. 6
District No. 7
District No. 8

Maine

District No. 2
District No. 3

Maryland

District No. 1 
District No. 2 
District No. 5 
District No. 6 
Baltimore 

Massachusetts 

District No. 11 
District No. 13 

Michigan 

District No. 2 
District No. 3 
District No. 4 
District No. 5 
District No. 6 
District No. 7 
District No. 8 
District No. 9 
District No. 10 
District No. 11 
District No. 12 

Summary—Continued

Total,
1921-
1929

• 34

1921 1922 1923

4

1924 1925 1928 1927 1928

7 4 2 3 8 4 2

• 3 2 ___ ____ - 1,

• 4
• 6 2 3

• 6 -2 __ ___
-

_ -1 1 -2-- 1 ____ ___- •
5 2 1 1 ---- ---- '

3 ____- 1

--------------------
2.. ,..

11

2 1 1 __

2 1
2 1 ____________ 1 -------------
4

_

5 ____ 1 --------------------

5
--------------------

66 8 4 3 7 5 23 ! 7
-

3 1 1
2 1
7 2 1 ____ 1 2i i
4 3 ________ 1
3 i 1
19 1 1 __ _ 1 1 12 3 ___-
6 1 2 i 1
4 1 1 2
12 --------1
4 ____________ 1 ____ 1 i 1

,-

1929

-

-



1929

"i
3
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Minnesota 

District No 1 bistrict 
No. 

. 2 District 
No. 

3 
'strict No 4 uistrict 

No. 
. 6 bistrict No 7 District 

No. 
. 8 gistrict No. 9 

'strict No. 10 

Mississippi

„District 
No. 

1 
.r"'strict No. 2 

g
!strict 

No. 
3 

istrict No. 4 
Otrict 

No. 
6 uistrict No. 7 

District No. 8 

Missouri 

bistrict No. 1 t'striet No. 2 'strict No 3 District No.. 4 District No. 5 
Vistrict No. 6 
.,"!strict No. 7 ,Ii!strict No. 8 uistrict No. 9 

o
Detrict No. 10 

trict No. 13 
„uistrict No. 14 

!strict No. 15 
thstrict No. 16 

Montana

„bistrict 
No. 

1 
-L'Istrict No. 2 

Nebraska 

!strict No. 1 
vs-U!strict No. 2 
,"Istrict No. 3 
„uistrict No. 4 
„uistrict No. 5 
"'strict No. 6 

Summary—Continued

413

Total,
1921-
1929

1921 1922 1923 1924 192,5 1928 1927 1928 1929

31411 13 14 45 55 50 92 65 46

28
66
17

52
65
14

115
48

2
3
1

____
5
1

____
1

____
1
1

i
1

____
4
6

3
4

____

10
3
1
16
8

4
14
4

5
5
2
14
69

2
6
2

6
5
1
17
8

8
14
2

10
21
4
22
8

,
3
14
1

11
11
2
16
6

1
10
2

i
5
2
19
3

5

4

2
9
1
7
2

34 5 10 2 1 1 5 5 4 1

17 i 4____114 1 i i

-

296 17 11 20 43 45 58 48 31 23

33
• 28

34___
22
16
16
20

• 16
• 18

• 14
• 41

18
19

2
3

___-
1___
1

--------1
1
1

i
3

____
4

1
1
2
2

____

____
I

i
1
1
1

3
____
3
2
4
2

1
__

___. 
3
1

__

4
4
5
1
3____
1
4
2
3

i
4
6
4

3
8
7
1

4
4

____
2

6
7
1
2

4
4
9
9
5
3
5
4
4

i
6
1
2

4
6
7
4
2

__ _
3
3
1

1
10
1
5

8
1

____
1

____
1
2
4
5

____
5
4

____

4
1
1
2
1
4
1
1
1

i
2
3
1

203 21 31 77 46 16 8 2 1 1

43
160

2
19

5
26

9
68

19
27

6
10

2
6 2 1 1

339 28 23 17 17 12 18 25 50 149

32
18
107
33
37
112

5
3
6
2

____1
12

2
2
4
4

10

____
------------4
5
1
1
10

1

4
1
2
9

____

6
1 ________
1
4

3

4

2
5

1
2
7

4
11

3
3
24
9
4
7

17
I 4
47
15
22
44



414 BRANCH, CHAIN, AND GROUP BANKING

Nevada:
No. 1_

New Ham
District

New Jersey

District No. 3_
District No. 6_
District No. 7_

New Mexi
trict No.

New York_

District No. 1_
District No. 31..
District No. 34_
District No. 36_
District No. 37_
District No. 39_
District No. 40_
New York 

North Carol

District No 1_
District No. 2_
District No. 3_
Disttict No. 4_
District No. 5_
District No. 6_
District No. 7_
District No. 8_
District No. 9..

North Dako

District No. 1_
District No. 2 
District No. 3_

Summary—Continued

Total,
1921-
1929

1921 1922 1923 1924 1925 1926 1 1927 los

,istr let

pshire:

--------------------1

1o. 2_____

co: Dis-
t 62 5 8 14 22 10 1 1 __--

26 5 1 4 6 ________ 2 3

tna 125 15 9 19 13 18 11 14 8

18 1 2 2 1 3 2 5 --
16 2 1 2 1 3 2 1 __ -
13 1 ____ 5 ____ 1 1 2 i
19 3 1 ____ 2 5__ 2 1

• 6 1 1 ____ 1 1 1 __ _ 1
• 25 1 3 7 6 3 1 2 1
• 10 3 ____ ____

__- 
_ 1 __ 2 2

• 11 2 __ .. 3 1 1 2 ____ 1

429 36 10 106 75 32 59 37 38

 153 7 1 26 28 16 19 23 15
 153 12 5 41 22 9 23 8 18

• 123 17 4 39 25 7 17 6 5

1929

1

5

1
5

9
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Summary—Continued

Total,
1921- 1921 1022
1929

Ohio---------------- 55 2

District No. 3 
--------------

District No. 4 -------------District No. 5 
-------------DiRtrict No. 6 
-------------

4
9

1
District No. 7 

--------------
District No. 8 ------------District 31No. 

9-------------
District No. 

10------------
District

1
3No. 

13------------
District 2No. 14 ------------District No. 

15------------
bi.trict

3
1No. 16 -------------fiktrict 3No. 17 ------------bi.trict No. 18 -----------District
9
2No. 

19-------------
District 2 1No. 

22-----------
District No. 28 -----------

2

Oklahoma__ --------- 267 27

1923

41

District 44 5 6No. 1 -------------District No. 2 ------------District No. 3 
-------------

District

32

551

2
4
4

6
9
5No. 4-----------District 17 2 8-No. 

5------------ -District No. 6 --------------District
26
13

4
1

4
1No. 

7----------- --
District No. 8 

-----------
27 5 2

Oregon -------------
nistrict No. 1 --------------District No. 2 -------------bistrict No. 3 ------------

Pennsylvania --------

1
5

--1

1 
District No. 8 ------------- 

1
3District No. 10 ------------ 1No. 15 

------------ 1District No. 16 ------------ 1District No. 22--------------1 
36 

District No. 23------------
4

-, 
District No. 24 ------------ 3

l': District No. 25 ------------ 3
1' 

District No. 26 ------------ 
1District No. 28 ------------ 2District No. 29 ------------ 1District No. 31 ------------ 6District No. 34 ------------ 
3District No. 36 ------------ 9Philadelphia ---------------

43

17
23
3

40

6

2
4

1924 1925 1926 1927 1928

6 _16 115 4

1

1

5

2
2
1

1

1

1
1

1

1

54 50

8 7
5 2
12 7
9 13
1 4
5 6

4
8 7

41 2

1

1

1 - - -

1
2

1

2

415

1929

2 ----
1
3 1

2 2

12 —
1
1--
1

•1 2
3 1

21 21 28

3 4
3 2 7
6 9 9
4 3 6

2

11

5

10

1
1
3

1
1

1
2

20

1 8
1 4
1
1 6

--i-

5 3 3 5 12 3

5 
3 \ 2

1 4 

5 \ 2

1 1

4

1

1

1

2 8 6 8 ! 1

1

1
2

2
3

- -

- 2

2

1

1

5

1

3 1
2

2
1

1

1
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Rhode

District No. 2
District No. 3

South

District No. 1
District No. 2
District No. 3
District No. 4
District No. 5
District No. 6
District No. 7

South
District No. 1
District No. 2
District No. 3

Tennes
District No. 1
District No. 2
District No. 3
District No. 4
District No. 5
District No. 6
District No. 7
District No. 8
District No. 9
District No. 1

Texas_
District No. 1_
District No. 2..
District No. 3_
District No. 4_
District No. 5_
District No. 6_
District No. 7_
District No. 8_
District No. 9_
District No. 1
District No. 11
District No. 12
District No. 1
District No. 1
District No. 1
District No. 1
District No. 1
District No. 1
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Summary—Continued

Total,
1921-
1929

1921 1922 1923 1924 1926 1928 1927 1928

Island 

•
•

;arolina 227 14 18 23 24 43 44 21 22

. 22 1 5 1 2 5 5 2 1 •. 35 2 ____ 5 3 5 10 5 3
- 46 3 3 8215 9 ____ 2
- 22 ------------4 4 6 ____ 2
- 17 ___._ 2 1 1 2 3 4 2
-  50 4 4 4 7 8 8 4 11 .
. 35 4 4 4 5 4 3 6 1

lakota 394 3 9 45 111 64 115 27 7
• 156 3 4 11 53 27 40 12 4
• 162 ____ 4 14 34 21 66 11 2

76 ____ 1 20 24 16 9 4 1
—

iee 66 3 1 3 6 8 12 17 4
1 1 __--

5 i --------1

7 ii i i
14 ____ 1 1 __ _ 1 3 5
7 1 1 1 1 1
6 _ _ 1 __ _ 1 1 1

1 2 1 2

1 11 i ____ 2 ____ 1 2 4 1

 299 69 31 21 30 39 38 38 23
 I 32 2 6 7 3 8 5

17 3 2 3 4 2 1 1
16 4 1 2 2 4 2
33 5 2 2 _ _ _ 1 9 9 3
7 1 1 i 3 _ _ 1 ___- -
13 4 2 1 1 2 1 1
13 1 1 1
11 4 __ _ _ 2
12 1 2 ____ 1 __ _ 1 6
6 _ _ _
10 2 i 3 i 1 -
14 3 3 1 1 3 ____ 3 -----
18 4 2 2 2 4 ____ 2 2 -

15 3 1 2 3 2 --------4 -
10 2 2 1 3 --------2 -----
46 23 9 3 3 3 2 2 1 -
21 5 4 1 4 3 1 1

192g

-

4
6
2

13
2
10
1

1
3



111

4
6
2

13

2
1
1
3
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Summary—Continued

Utah 

District No. 1
District No. 2

Virginia 

District No. 1 Eistrict No. 2 
!strict No. 3 Eistrict No. 4 

_istrict No 5 
District No: 6 
District No. 7 
District No. 8 
P.,istrict No. 9 
District No. 10 

Washington

1)...!strict No. 1 
th.striet No. 2 

Et.striet No. 3 ,st.strict No. 4 
ulstriet No. 5 

West Virginia

Total,,
1921- 1921 1922 1923 1924 1925
1929

District No. 1 
1111,,, strict No. 2 
"istrict No. 3 
istrict No. 4 

,uistrict No. 5 
ulatrict No. 6 

Wisconsin __

.„Diatrict No. 1 
,,District No. 2 
District No. 3 
District No. 6 
b,!strict No. 7 
„u!strict No. 8 
,,District No. 9 
District No. 10 
District No. 11 

Wyoming • trict
No.

18

12
6

45

3
11
1
6
2
2
1
3
9
7

6 3 2 2 1

1926 1927
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1928 1929

2 2

5

6

2

2
1

6

3
1
2

2

1

1

2

4 3 4

2

4 7 9

1

1
1
1

56 13 5 5

5 5 -------
1---- 1
6 2 1
26 5 2 1
18 1 2 3

34

7
3
10
5
8
1

75

1
4
13
3
7
4
3
17
23

1 1

12 6 2

8 4 1
4 2 1

2 4 2

4

2
1
1

2

1

1

2

1
1

1

3
3

7

1
1 3
1 3

5 5

60

1

2

1
1

11

_
3
1
2

2
3

1
1

10 10 11

2 1
1
1

1 3
6 2

6 4 9 32 3

1

1

14

2

1
1
2
8

14

2
Ii 8
2 1

6

1
2

1
1
1

11

2
1
3

_
2
1

1



RECAPITULATION

Total
1929-
1920

1821 1922 1923 1924 1925 1926 1927

Alabama 32 1 2 10 5 1Alaska 
Arizona 27 6 4 9 3 3 1 1Arkansas 95 5 4 5 11 8 19 18California 31 3 6 2 2 3 5 6Colorado 89 13 8 18 9 15 14 4Connecticut 2 1
Delaware 2
Florida 190 5 5 4 3 1 43 31Georgia 319 56 14 11 29 31 102 18Hawaii 1 1
Idaho 72 23 8 10 7 8 4 7Illinois 138 10 4 5 14 8 20 29Indiana 115 7 7 7 4 10 7 25Iowa 528 24 12 35 83 84 135 70Kansas 223 14 20 34 16 19 46 36Kentucky 43 3 2 2 7 6 7 7
Louisiana 
MainP

34
3

7 4
1

4
1

2 3 8
--__

4
1Maryland 11 5 2 _

Massachusetts 6 5 1
Michigan 66 8 4 3 7 5 23 7Minnesota 411 13 14 45 55 50 92 65Mississippi 34 5 10 2 1 1 5 5Missouri 296 17 11 20 43 45 58 48Montana 203 21 31 77 46 16 8 2Nebraska 339 28 23 17 17 12 18 25Nevada 3 1
New Hampshire 1 1
New Jersey 3 2
New Mexico 
New York 

62
26

5
5

8
1

14
4

22
6

10
__

-ii-
2North Carolina 125 15 9 19 13 18 14North Dakota 429 36 10 106 75 32 59 37

Ohio 55 2 5 4 1 6 16Oklahoma 267 27 41 54 50 21 21 28Oregon 43 6 5 5 3 3 5 12Pennsylvania 
Rhode Island 

40
3

4 2 4
1

2 8
1

8

South Carolina 227 14 18 23 24 43 44 21South Dakota 394 3 9 45 111 64 115 27Tennessee 66 3 1 3 6 8 12 17Texas 299 69 31 21 30 39 38 38Utah 18 6 3 2 2 1 2Vermont 
Virginia 45 6 6 :' 4 3 1 4
Washington 56 13 5 5 12 6 2 4
West Virginia 34 1 1 0 4 2 5
Wisconsin 75 2 11 10 10 I I 14Wyoming 60 6 4 9 :12 3 , :3

Total 5, 641 500 356 647 778 1611 1157 (162
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1928

14

3

35
26

2
14
24
51
26
7
2--

1

46
4
31
1

50 1

929

1

_

8
38
11
5
3
1

22
7
4
23
2

7 '
.)

ji

11
4
5

63
32

-
3
34
24
34
12

9
31
1

23
1

49
1

1
5
18
36
10
20
1
5

18
13
12
10

9
1

5 14
1, 11

487 C

1
---
43
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My. POLE. Mr. Chairman, on that question you asked a moment
ago In reference to chain and group systems 
The CHAIRMAN. Yes.
Mr. POLE. Those systems were not mentioned by name, but

8/111PlY by number of banks controlled. That will be sufficient?
The CHAIRMAN. Yes.
Mr. POLE. If you want the names they can be made available.

ThQ,C4AiRmAN. We will now hear Governor Young.1----
STATEMENT OF HON. ROY A. YOUNG, GOVERNOR OF THE FEDERAL

RESERVE BOARD

• Governor YOUNG. Mr. Chairman and members of the committee,
1 !Want, first, to refer to a letter that the board wrote to the corn-
suttee about a week ago and quote excerpts from it.
, The board feels that group, chain, and branch banking presents one of the most
10, Portant and most difficult problems of our changing banking structure before
ue country at the present time. It believes that more complete information
5arding the forces which have impelled this new development will be necessary

uefore conclusions of value can be arrived at regarding its effects—financial,
,eFonomic, and social. The board has not yet reached such conclusions and is not,
beerefore, in a position to designate a representative to appear before your corn-
hilttee and to speak for the board at this time.

That would appear that the board has not done any work in refer-
'nee to group, chain, and branch banking. In reality it has done a
great deal of work. I have watched the records of these hearings
With a great deal of interest and much profit. I find much that I
aol going to present will be a repetition of what the Comptroller of the
Currency has already presented. Very much of what I have does
not need to be a part of this record, in my opinion.
, In this file [indicating] there is a great deal of information that the
'eard has made public at different. times over the past eight or nine
Years in reference to group and chain banking. That is far too much
material for anyone to read and there is much repetition in it; so
,that I have attemtped to condense this in the statement that I will
'olive with the committee. Even that statement is far too long to
Iliad at this meeting to-day. .
We can, however, furnish mimeographed copies of it to the members

of the committee. It is a digest of all the data in the possession of
Lthe Federal Reserve Board on the subject of branch, group, and chain
Dan idng.
There are being submitted to the committee at the same time, as

exhibits, copies of all material referred to in this digest.
In this connection, however, attention is called to the fact that

Part of the material submitted is confidential in its nature and
Probably ought not to be published in any report of the committee's
tkeaTings. These confidential reports are indicated both on the
exhibits and by explanatory statements in the body of the digest,
8,0 that the committee can easily eliminate them if they should
decide to publish this digest or any of these exhibits.
I shall try to cover this briefly, Mr. Chairman.
The CHAIRMAN. For the purpose of clarifying the record I under-

stand you will furnish each member of the committee with mimeo-
gra_phed copies of this brief which is for their immediate information.
UOVeMOr YOUNG. Correct.
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The CHAIRMAN. To be used as the committee sees fit in the conduel
of this study?
Governor YOUNG. There is nothing confidential in this report,

however—this part of it [indicating].
The CHAIRMAN. It is a separate report you are submitting?
Governor YOUNG. Yes. Some of these other reports are confi.

dential.
Mr. FORT. And there is an indication on the material of which

part it is confidential?
Governor YOUNG. Yes, sir.
Mr. BRAND. Have you that ready for distribution now?
Governor YOUNG. I will have it before the day is over.
The CHAIRMAN. When you furnish that we will distribute it to the

members of the committee.
Mr. FORT. May that distribution be made tonight so that we

have it ready for cross-examination of Governor Young to-morrow •
The CHAIRMAN. I understand that is the intention.
Mr. FORT. So that we will not waste time with useless questions

to-morrow that may be covered in the statement?
The CHAIRMAN. That will be taken care of. Now, let me get this

clear—
Governor YOUNG. That will be ready to-night.
The CHAIRMAN. This statement that you are filing with the emu'

mittee this evening is the same as you have there?
Governor YOUNG. Yes, sir; I can cover that briefly. That covers

all the legal research work that the Federal reserve system has done
since 1922 and concludes with a statement that the Federal reserve
system made in February, containing a digest of all the State laws
regarding branch banking in the United States. That is brought uP
to the last minute.
The CHAIRMAN. I should like to ask you also, Governor, whether

you have extra copies of the exhibits or whether that is the only coPY
available.
Governor YOUNG. That is the only copy I have with me. I think

this is condensed in such manner that very few members of the com-
mittee will care to refer to this detailed information. If they do, we
can furnish it.
Mr. LETTS. If a member of the committee becomes interested in

one particular point, he can go to the exhibits and follow it up?
Governor YOUNG. Yes, sir.
The CHAIRMAN. I am wondering whether this statement you are

going to go over this morning should not be placed in the record.
Governor YOUNG. I think that it should.
The CHAIRMAN. Without objection this particular document from

which Governor Young is speaking now will be inserted in the record
and furnished to the members of the committee this afternoon so that
it will be available for study before the meeting to-morrow.

Governor YOUNG. Correct.
(The statement referred to is here printed in full as follows:)

FEDERAL RESERVE BOARD DIGEST OF DATA ON BRANCH, GROUP,
AND CHAIN BANKING

The following is a digest of all the data in the possession of the Federal Reserve
Board on the subject of branch, group, and chain banking. There is being sub-
mitted to the committee at the same time as exhibits, copies of all the material

re
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_reaferred to in this digest. In this connection, attention is called to the fact that
Poq of the material submitted is confidential in its nature and probably ought
'det to be published in any report of the committee's hearings. These confi-
i,ntrial portions are indicated both on the exhibits and by explanatory statements8,1 th! e body of the digest, so that the committee can easily eliminate them if it
".,9Id desire to publish this digest or any of the exhibits.
1 Legal research:

1. September, 1922. Status of branch banking under the laws of the
several States.

2. December, 1924. Comprehensive article on branch banking, including
legal status.

3. March, 1925. Digest of State laws as of December 31, 1924.
4. June, 1926. Supplement to December, 1924, article.
5. February, 1929. Branch banking developments to June 30, 1928.
6. October, 1929. Digest of State laws re ownership of bank stocks by

holding companies.
7. December, 1929. Branch and chain banking developments in 1929.

„ 8. February, 1930. Digest of State laws re branch banking.
11. Statistical research re branch banking:

1. June, 1924.
2. December, 1925.
3. December, 1926.
4. February 25 and June 30, 1927.
5. June, 1928.
6. June, 1929.

, 7. December, 1929.
'IL Statistical research on chain banking:

1. December, 1922.
2. June, 1926.
3. June, 1928.
4. June, 1929.
5. December, 1929.
6. Annual report for 1927.

.,, 7. Annual report for 1928.
V. Branch banking in foreign countries:

1. Canada.
2. British Isles.
3. Germany.
4. France.

, 5. Japan.
V. History, United States:

1. Branch Banking Before the Civil War: Address by Hon. Edmund
Platt.

2. Branch Banking for Country Banks: Address by Hon. Edmund
Platt.

3. Recent growth of branch banking through 1924.
4. Branch banking in the United States from June, 1924, to December,

1925.
5. Branch banking developments in 1926.
6. Branch banking developments to June 30, 1928.

, . Branch and chain banking developments to June 30, 1929.
V 1. Federal legislation on branch banking.

1. First bank of the United States.
2. Second bank of the United States.
3. National banks.
4. Postal savings banks.
5. Federal reserve banks.
6. Federal land banks and joint-stock land banks.
7. War Finance Corporation.
8. Federal intermediate credit banks.
9. The McFadden Act.

(a) National banks.
(b) State member banks of the Federal reserve system.
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VII. Policy of Federal reserve system on branch banking.
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.

Annual report for 1915.
Recommendations during 1916.
Annual report for 1917.
Annual report for 1918.
Developments during 1919.
Annual report for 1919.
Recommendation of Federal reserve
Annual report for 1922.
Annual report for 1923.
Administrative policy of Federal
1923.

11. Federal Reserve Board's resolution of
12. Recommendations on McFadden bill.
13. Administrative policy during 1924.
14. Regulations of 1924.
. After the McFadden Act.

VIII. Policy of Federal reserve system on chain banking.
1. Conditions of membership.
2. Recommendations for legislation.
3. Correspondence with Hon. Louis

trative control.
4. Annual reports for 1927 and 1928.
5. Conferences of Federal reserve agents and governors

banks, 1927-28.
6. Committee to study chain banking.

IX. Bank failures.
1. Federal Reserve Board's annual report for 1926.
2. Report on bank suspensions, 1921-1927.
3. Study of bank suspensions, 1921-1929.
4. Federal Reserve Board's annual report for 1929.
5. Studies of bank failures by Professor Sprague and

T. McFadden

RESEARCH WORK

agents in 1921.

Reserve Board prior to November

November 7, 1923.

regarding adminis.

of Federal reserve

Doctor Burgess.

at
During the past eight years the Federal Reserve Board has done a gre.sd

amount of research work in connection with the subject of branch banking, e
during the past four years it has made much research in connection with b'
subject of group and chain banking. It is believed that the results of this re:
search work will be very enlightening and helpful to the committee. There
given below a brief discussion of the various different phases of this roses°
work, and there are attached exhibits containing the principal documents On-
taining the detailed information resulting from this research work.

I. LEGAL RESEARCH

1. During September, 1922, Mr. Robert F. Leonard, secretary to Hon. PIT
R. Mitchell, who was at that time a member of the Federal Reserve Boam,
prepared a preliminary draft of a digest showing the status of branch banking
under the laws of the several States. In this digest it appears that in Septeni,;
ber, 1922, branch banking was prohibited by law in 15 States and was express' 
permitted by law in 13 States. In 12 States there were no specific provisions n't
law prohibiting branch banking, but the State supervisory authorities did Oh
permit branches to be established. In four States the laws prohibited brane.„
banking, but permitted the establishment of branch offices or agencies; and n'
3 States the establishment of branches was permitted without any express an"
thorization of law. In 1 State branch banking was permitted by implicatio°!
but there were no branches then in operation in that State. Of the 13 Steel
expressly permitting branch banking, 8 permitted it without any geographiq
limitations, while 5 permitted the establishment of branches only within certaT
geographical limits. A copy of this preliminary digest (X-3530) is attache 
hereto as Exhibit A. It appears that it was never put in final form.

2. In December, 1924, there was published in the Federal Reserve Bullet-let
(pp. 925-940) a comprehensive article with reference to the entire subject 0'
branch banking, which reviewed the administrative policies of the Federal Re'
serve Board with reference to this subject, the board's recommendations to Con:
gress, the extent of branch banking in the United States, both within and withotn
the Federal reserve system, and the growth of branch banking. In addition tn
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(i valuable statistical mate' ial, this article also contained (pp. 930-931) a
sho_. rY of the legal status of branch banking in the United States and a map
proir in which States branch banking was authorized, in which States it was
Nuehited and in which States the laws contained no provisions with reference to
ex„,„ banking. This summary showed that at that time branch banking was
pe".L,43, prohibited by statute in 17 States and was either expressly or implied810.14_ itted by statutory provisions in an equal number of States The free exten-
wa: pf branch banking on a state-wide basis was expressly authorized in 9 States,
atat 1,111Plied1y authorized in 2 other States, and was permitted without specific,
it °Y authority in 2 additional States

' 
making 13 States in all in which

14„,-wide branch banking was permitted. Three States restricted branch bank-
bitlaica the county or territory contiguous to the city or county in which the parent
cop, Was located and two States limited the establishment of branches to the
Stal'.1a'ate limits of the city in which the parent bank was located. In three
eitirs additional offices or agencies, but not full-power branches, were permitted
ig 4:4r by statutory provisions or under judicial decisions. A copy of this article

abed as Exhibit B.
182._,T March, 1925, there was published in the Federal Reserve Bulletin (pp.

L87) a complete digest of State laws pertaining to branch banking, which
,,~0 Prepared in the office of the board's general counsel with the assistance of the
071Ihnsel for the various Federal reserve banks. This digest showed the status
It elanch-banking legislation in the various States at the close of the year 1924.

Wed that branch banking was permitted either specifically or by implica-
at 71!11 20 States and was specifically prohibited in 17 States. It also shows that
151„‘ at time there were 11 States having no express provisions of law covering

4.°inch banking. A copy of this digest is attached hereto as Exhibit I (3)./n June, 1926, there was published in the Federal Reserve Bulletin (pp.408) an article with reference to branch banking in the United States, bring-
to date the data contained in the article published in the Federal Reserve

StXtin for December, 1924. With reference to the legal situation in the various
the'8, this article showed that three States had enacted legislation regarding
tlAtestablishment and maintenance of branches during the year 1925. It showed

on December 31, 1925, branch banking was permitted in 20 States either
sslY or by implication; it was prohibited in 17 States; and there was no

bAallation on the subject in 10 States. In addition to the 20 States permitting
it47111ch banking, New Jersey had recently enacted a statute authorizing banks

Ltrust companies to establish branches within the limits of the city in which
gt „“eild office was located, if national-banking associations in New Jersey should
41.tias time be permitted by act of Congress to establish branches. A copy of this
,sele is attached as Exhibit D.
(0.s. In February, 1929, there was published in the Federal Reserve Bulletin
Igl o P-103) an article entitled "Branch Banking Developments to June 30,

which not only brought up to date much of the statistical data on thisjttu_leet but also contained a brief summary of the legal situation existing on
30, 1928. This showed that in the period which had elapsed since the

qttrient of the McFadden-Pepper Act of February 25, 1927, several States
tke.nacted legislation expressly forbidding branch banking. A table published

22 article indicates that on June 20, 1928, branch banking was permitted in
in itates and in the District of Columbia, but was limited to the city or county
ptl7aich the head office of the bank was located in 10 of those States and was
thelnitted only in the home county and adjoining counties in 1 State and only in
EitaPoine city or territory contiguous thereto in 1 .other State, so that 12 of the
ivh.;es in all permitted branch banking only within limited geographical limits,
j4.110 10 States (not counting the District of Columbia) permitted branch bank-

Without any geographical limitation. Branch banking was prohibited
po'e,oPt as to branches already existing) in 20 States. In only 6 States was there
eiegislation on the subject of branch banking, and no branches in operation.
60.Py of this article is attached as Exhibit E.

a
co_ ln October, 1929, there was prepared in the office of the board's generalif.r?Isel, with assistance of counsel to the various Federal reserve banks, a digestate laws regarding the ownership of bank stock by holding corporations.%tie was not published, but a copy is attached hereto as Exhibit F. It shows that
411 3'1.19 States had any legislation affecting this subject either expressly or byco, 'cation. In most of these States the legislation obviously was not intended tox.aal.. directly with the subject of chain or group banking. Most of the legislationvery general in its character and dealt only with the general powers of banks

100136-30—vet 1 PT 4---9
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to own stock in other corporations or in other banks. Only in the States of Nfeold
Jersey, Oregon, West Virginia, and Wisconsin did there appear to be any legis1P1
designed specifically to restrict chain banking.

7. In December, 1929, there was published in the Federal Reserve Bonet
(pp. 762-771) an article with reference to branch and chain banking developrch
during the year 1929. This article pointed out that "the area within Wd
banks were operating branch offices" on June 30 was composed of 28 States
the District of Columbia. In 9 of these States, however, any further extelt

' 
st

of branch banking has been prohibited by law, leaving 19 States and the Piano
of Columbia as composing what may be called "the branch-banking area,,,
which may perhaps be added Wyoming, whose banking code would seem to 1:11
mit branch banking, although no branch offices have been reported froni,.,
State. In 8 of these States (or 9 including Wyoming) State-wide branch bans;
is permitted, the establishment of branches being restricted in the other 11 Stli in
to the home city of the parent bank or territory nearly contiguous thereto. „s
tables published on pages 768 to 770, giving the data for individual StateSf.rio
States are grouped with reference to the status of branch banking as defiaeuo,
the State banking codes. A copy of this article is attached hereto as Exhibit,.t,
8. In February, 1930, the office of the board's general connsel, with the

ance of counsel to the various Federal reserve banks, completed a prelinalarlo
draft of a new digest of State laws regarding branch banking. This digest fed
recently been completed in final form, and a copy of the final draft is attacao
hereto as Exhibit H. This digest shows that the establishment of branch balis
is prohibited in 22 States; that the establishment of branches is authorize?
19 States, and that there are no specific provisions covering branch banks 4111
States. Of the 19 States permitting branch banking, 9 permit State-wide bran'
banking and 10 permit branch banking only within limited areas.

II. STATISTICAL RESEARCH ON BRANCH BANKING

1. June, 1924: The first survey made for the Federal Reserve Board el
branch banking in the country as a whole, i. e., including nonmember as s,ved
as member banks, was prepared as of June, 1924, and the results were publis',:ai
in the 1924 December Bulletin (pp. 925-940). That summary showed that e°4
member and nonmember banks, out of a total of 28,468, were operating a total;
2,233 branches. Of this number, 248 were branches of national banks, 1,137 vleus,
branches of State bank members, and 848 were branches of nonmember baq'Le
The States in which the largest number of branches were reported at that tia:d
were California, 538 New York, 359; Michigan, 332; and Ohio, 203. A coPY 13,
the Federal Reserve bulletin for December, 1924, is attached hereto as Exhibit rd

2. December, 1925: The next survey on branch banking made for the 13°9'Io
was as of December, 1925, and the results are published on pages 401-408 of t„1
June
' 

1926, Federal Reserve Bulletin. This survey showed that the number,'
banks operating branches had increased from 686 in June, 1924, to 735 in Decerarj
1925, and the number of branches in operation from 2,243 to 2,572. Of the to':
number of branches in operation in December, 1925, 332 were branches of natiol;
banks, 1,280 of State bank members, and 960 of nonmember banks. A copy of
Federal Reserve Bulletin for June, 1926, is attached hereto as Exhibit D.

3. December, 1926: In 1926 the board decided to maintain a complete NO,
of all branches coming into or going out of existance of all banks in the coontr(01
and the Federal reserve agents were instructed to prepare the necessary data
this purpose. On the basis of this new record a compilation was prepared as di
December, 1926, and presented to the board in Mr. Smead's memorandual.„/
April 27, 1927. Briefly this memorandum summarized the branch baal“"
situation at the end of 1926 as follows: fel"The summary shows that out of a total of 28,000 banks in the United Sta s
on December 31, 1926, 789 banks in 401 cities were operating 2,777 branch
If mutual savings and private banks are excluded, in order to obtain figures
parable with previous compilations, it is found that 730 banks were oper1til2!
2,690 branches at the end of 1926, as compared with 735 banks with 2,54
branches in December, 1925, and 686 banks with 2,243 branches in June, 19-e,
There was during 1926, therefore, an increase of 118 in the number of bran A
in operation (exclusive of branches of mutual savings and private banks) API
nominal decrease in the number of parent banks operating the branches, t'l
decrease being more than accounted for by consolidations of banks hav1n6
branches."
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A co

itcti.,.0Y of this report (St. 5334) is attached hereto as Exhibit I. The same
e., for December, 1926, were published in somewhat different form

htteteo'lay, 1927, Bulletin (pp. 315-318 and 384-389), a copy of which is attached
4. ,,a8 Exhibit J.
j
1
ebruary 25, and June 30, 1927: Under date of February 17, 1928, Mr.

Iitc.: Submitted a memorandum to the, board summarizing the branch banking
keZion as of the date on which the so-called McFadden bill was passed. This
Tinrandum also brought the statistics up to date as of the end of June, 1927.
iii!,?o m llowing material taken from the first page of that memorandum shows
4471 the status of branch banking at the time the McFadden act was passed,

as four months later, i. e., in June, 1927:
Peen February 25, 1927, the date on which the McFadden amendment to the

.eral reserve and national bank acts became effective, there were in the
kted States 777 banks in 396 cities which were operating a total of 2,902 do-

branches, the figures by classes of banks being as follows:

Total .
:N:ttionai b

itItt L‘bankarrinkesnib  
kilt 'ink non meernsbers Pri 1vat,

banks 
banks 

-------------------------------

Number 
Numberof banks „,f

operatingl "branchesbranches

777 2,902

144 389
189 1, 562
385 863
50 76.
9 12

%civil June 30, 1927, the latest date for which complete figures for both member
floornember banks are available, the number of banks operating branches

1.10. 51 or about 3 per cent of the total number of banks (about 26,800) in the
ollo..ittl States, while the number of branches on the same date was 2,989, about
ecu,,tentli the number of banking offices (parent banks plus branches) in the

Although the majority of the banks-481 out of 788-had branches
014,._io the head-office city, there were 978 branches, or one-third of the total

that were located outside the head-office city.
148P_ most cases the size of the individual branch system was small, 442 of the
kki'-'4nks having only 1 branch and 136 but 2 branches. Of the 210 banks that
!ico ore than 2 branches, 58 were located in cities of less than 100,000 popula-
tcchghere national banks may not hereafter establish more than 2 branches),
Wel„Qing 3 national banks, 13 State bank members, and 42 nonmembers. There
kilo' 51 banks that had more than 10 branches on June 30, 1927, including the

Wing which had 30 or more branches."
6. coPy of this report (St. 5656) is attached hereto as Exhibit K.

tittiahne, 1928: The next tabulation of statistics on branch banking gives the
to ostion at the end of June, 1928, and is covered by Mr. Smead's memorandum
ecw'r board of December 1, 1928. The first paragraph of that memorandum
el0"4108 a condensed statement of the status of branch banking and is quoted.

ranch banking since passage of McFadden Act.-In the 16-month period:
44, ten February 25, 1927, the date on which the McFadden Act became effec-
lion,and June 30 of the present year, the number of branches of member andl
4,22-Ternber banks in operation in the United States increased from 2,900 to.

or by 330, and the number of banks operating branches increased from.
0, 835, or by 56. While the net increase in the number of banks operating

192"coes was 56, there were really 109 banks operating branches on June 30,.
1118„',hat had no branches whatever when the McFadden bill became a law.
64hVofference between this figure and the net increase of 56 in the number of

operating branches is accounted for by the fact that 39 banks which on
ker'arY 25, 1927, were operating branches went out of existence through
!iptiFer with other banks 10 banks abolished their branches, and 4 banks suspended
oations on account of financial difficulties. Of the 2,900 branches that were

1928Peration on February 25, 1927, 72 were no longer in operation on June 30,
ot6:2,84 having been abolished or merged with other branches or with the head
litto.. and 8 going out of existence as a result .of the suspension of the parent

There were 402 branches in operation on June 30, 1928, that were not
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`
in existence when the McFadden Act became effective, including 258 

establishe 

de novo and 144 that succeeded independent banks."
A copy of this report (St. 5987) is attached hereto as Exhibit L.
6. June, 1929: Under date of October 1, 1929, Mr. Smead submitted a

randum to the board giving status of member and nonmember banks as
end of June, 1929. The changes that took place during that year are sat°
ized in the following paragraph quoted from that memorandum:
"Branch banking since June 30, 1928: During the 12-month period bet

June 30, 1928, when the last report of branches of member and nonmember 
b

was submitted to the board, and June 30 of the present year, the number of bn

operating branches declined from 835 to 818, or by 17, while the nutlibej
branches in operation increased from 3,230 to 3,440, or by 210. Althou

91

garlA

just stated there was a decrease during the year of 17 in the number °f 131 
operating branches, there were 56 banks operating branches on June 30,
which had no branches in operation a year earlier. This is accounted for bYt of
fact that 51 banks which were operating branches in June, 1928, went elided
existence during the year through merger with other banks, 5 banks susPecno
operation on account of financial difficulties, and 17 abolished their brar.1„oir
Of the 3,230 branches that were in operation on June 30, 1928, 96 were dl'and
Untied during the year, 81 were abolished or merged with other branchesAliere
15 went out of existence as a result of suspension of the parent bank. '„,,00
were 306 branches in operation on June 30, 1929, that were not in existen,de•
June 30, 1928, including 171 established de novo, and 135 that succeeded
pendent banks."
A copy of this report (St. 6335) is attached hereto as Exhibit M. The.811°)ethe

statistics, i. e., for June, 1929, were published in somewhat different fort°
December,. 1929, Federal Reserve Bulletin (pp. 762-770), a copy of With'
attached as Exhibit G. oo

able7. December, 1929: These are the latest statistics that we have avail 
the

branch banking, but the board's division of bank operations is now finisbil the
preparation of a complete statement showing the branch-banking situation

end of the year 1929. A copy of this statement will be furnished to the c?;
mittee as soon as it is available; and, for convenience, it will here be des4-
as Exhibit N.

III. STATISTICAL RESEARCH ON CHAIN BANKING

1. December, 1922: The Federal reserve agents were requested (by "LSI
vision of research and statistics) to gather together what material was avPid
on the subject of chain banking, including a list of the claims and the const.i.j.

banks, and to send it to the board. This material was reviewed in the .divrdi
of research and statistics, but apparently no memorandum on the subject 0
prepared for the board. A copy of this material is attached as Exhibit 0,
apparently it is confidential and should not be released.

2. June, 1926: At the board's request, the Federal reserve agents made a.11,01
survey of chain banking as of June, 1926, and a memorandum summariztr
results of this survey was presented to the secretary of the board by Mr; Stje0
under date of May 7, 1927. This memorandum summarized the sitao

briefly as follows:
A review of the data submitted indicates that on the whole there is 

relatifief

little chain banking in the eastern section of the country, though quite a ntly„11)10
of small chains or affiliations are reported in New York and New Jersey. Pi 0
Central and Western States, however, in most of which there is little
branch banking, chain banking appears to be conducted on a considerable .0701
The banks in the chains are in most cases controlled by a majority own,e,atd
of stock—sometimes through a holding company, but quite often the urorilf
policies are dominated by interests owning a substantial part but not a 111Orrott
of the stock. Quite a number of the constituent banks, it will be noted kel

the statement attached, are national banks, particularly in New York,
Jersey, Minnesota, Kansas, and Oklahoma."
A copy of this report is attached as Exhibit P. Apparently the part „or

on white paper (which contains the names of the banks) is confidential and fal
not be released. 0

011
3. June, 1928: Another survey was made by the Federal reserve agent8 Of

the end of June, 1928, and a memorandum summarizing the agents' re3ort9
this subject was presented to the Federal Reserve Board by Mr. Van Fosniel
the division of bank operations under date of January 17, 1929. The sal°
prevailing at that time was summarized in the memorandum as follows:

brd

co 
'1
Ur

ttod

IOea
bra,

of
toe
ItUft
;
h °E.°

n1

( 4
iket

1),1

A
tot

4

'etio

ally

tile

"rat,

,tOtt
tt

"Per

Per

bet11,1
the

lii
Pro,

if
42,

1:
h..A1
soh,
Th,
/65
s.

t'hheal



9bli

BRANCH, CHAIN, AND GROUP BANKING 427

"Attached hereto is a summary showing the extent of chain banking in the
418 States, grouped in accordance with the provisions of State laws as re-

i
it,.: eV branch banking. It will be noted, as might be reasonably expected, that

iliras.— 

eitidiutie_0 113c,raannkeihng has had very little development in those States in which state-
banking is permitted by State law. Generally speaking, also,

likip°. banking has not developed extensively in those States in which branch

rf

oeto th 111,13 restricted as to location is permitted. The greatest development o. ft 

1b)01 ,,;',.., while there is no prohibitory legislation, branch banking is not practiced.
.1 iihiel,panking exists in those States which either prohibit branch banking or in
11

19131. 0 toll," States which permit either state-wide or local branch banking there is, of
iuirsoi keep little occasion for the operation of a number of local banks in a chain,
f biaelet a matter of fact, except in the case of Chicago and Pittsburgh, where
), 
10il

I banking is prohibited, there are no known instances of a banking chain
1,1,7-i efletl either entirely or chiefly within a large city. The Old Colony Trust Co.,
one iiike°8,ton, and the Marine Trust Co., of Buffalo, each have banking chains con-
Pne'r,e, lItifinite banks located within a comparatively short distance of Boston and

0, respectively and constituting in effect extensions of their branch sys-so'
i iheta restricted by law to within the head-office city. The only other notable

41',ocloil ,3 . 

bAnnees of large city banks controlling a chain of banks consisting of or including
10cated outside of the head-office city are encountered in California and

i 
rine 

bri r)e, due in part to the restrictions of the McFadden Act against state-wide
c htet ee banking by member banks. The typical chain banking system is, in

l
her
,
e aPParently a group of country banks, usually including one or more mem-

)1.eli thetti°f the Federal reserve system, united by common stock ownership, in most

iiineb i° 
that flees by an individual or group of individuals, into a banking combination
encler State law could not exist in the more obvious form of a branch banking,erri. I,

We °. l'eLeePY of this report is attached as Exhibit Q. The entire report is marked
g ISDot klett'udetitial," though the summary on the first few pages probably could be

PI' 
un ,
4. Sved if names of banks are deleted.

J .oine 1929: A fourth survey was made by the Federal reserve agents as of
%Of

titp e, 1929, and, in order to insure uniformity in the reports on the subject, in so
temas practicable, each Federal reserve agent was supplied with a copy of the
44001.18 rendered the year before covering the entire country. The survey for

it illy -1. 1929, was felt, therefore, to be much more comprehensive and reliable than
A lhat had been previously made.

ItleMorandum summarizing the chain banking situation in June, 1929, was
extrellted to the board by Mr. Snead on September 20, 1929. Following is an
4et from this memorandum.

ct core'1,,ePorts of the agents indicate that on June 30, 1929, there were 231 chains
irisirli; 1,563 banks of which 597 were national banks and 966 State banks.
% noteworthy that as of the same date, June 30, 1929, there were 818 banks

r w140 0 tiring 3,440 branches which taken together with the chain banks makes a
of over 5,800 banking offices belonging to branch of chain banking groups.

40? thei 
 
here were about 28,550 banking offices in the United States on June 30,10, loinber connected with branch and chain banking groups constitute over 20

,,,nt of the total.
liti,s-t he States in which chain or group banking has had its principal growth are

!rfts Veset. ,a New York, Iowa, Illinois, Michigan, Arkansas, Nebraska, North
inR 9ta, Washington, Oklahoma, Kansas, Utah, and New Jersey. Branch hank-

()tci  the Is. Prohibited by law in seven of these States, in three others it is limited to

:

!rob4 14 ie11.3, in which the head office is located, and in the other three there is no 

Or 
140 slob in the State law regarding branch banking and there are no branches
.„Peration "
here I • •jo 1929 s available at this time only one carbon copy of the record for June,

Of ' but the memorandum prepared for the board and the accompanying list104 Alitilking chains or groups is attached as Exhibit R.
1144 1ter the data on chain banking as well as branch banking as of June, 1929,led been presented to the board, the material was written up and published inTh„e,what different form in the December, 1929, Federal Reserve Bulletin.

Part of the article pertaining particulary to chain banking appears on pagesago d 771, a copy of which is attached as Exhibit G.
ti aeh • "eeember, 1929: There are still some reports outstanding on the subject of ie n 0 the banking as of December, 1929, but they probably will not affect materially

Preliminary summary of the situation as given in a memorandum of February
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15, 1930. The situation is pretty well summarized on the first 
page of the

memorandum, the first two paragraphs of which read as follows: f the"We have just completed a preliminary compilation on chain banking SS ply
end of 1929, subject to some revision upon receipt of additional data in

O 
3 281

instances. n the basis of the data now available it appears that there were inl
banking chains or groups in the United States at the end of December embrace! ,

c

2,069 banks, as compared with 274 groups embracing 1,806 banks at the en the
June. The 2,069 banks reported as belonging to banking groups or chains tryend of the year constituted about one-twelfth of the 25,000 banks in the eonnaia
while the loans and investments of the chain banks were about $10,500,°"tbe
or nearly one-sixth of the aggregate loans and investments of all banks in
United States. red
"National banks reported as members of banking chains or groups narn"-bers

791 at the end of December as compared with 646 in June, State-bank nieln..,:th
134 compared with 111 in June, and nonmember banks, 1,144 compared i"!.
1,049 in June. Loans and investments of the national banks belonging t
banking groups were approximately $5,600,000,000, or about one-fourth abet.,
total for all national banks, while loans and investments of State-bank oleIn
belonging to the groups aggregated $3,000,000,000, and of nonmember ba"
$1,800,000,000." iced
A copy of this preliminary report is attached as Exhibit S. It is Mar-

"Confidential," but part of it could be released if names are deleted. . the
6. Annual report, 1927: The subject of chain banking was discussed in

board's annual report for the year 1927 (p. 31), as follows: nies
"During the past few years the expanding operations of financial coinPa to

-specializing in the purchase of bank stock have presented special proble' 100.
Federal and State officials charged with the responsibilities of bank supervlier
Such companies have been organized in increasing numbers to operate e2cony
sively in the field of banking, not simply as investment agencies but spenincod
in individual instances to acquire control of corporately independent ban l in
institutions, through stock ownership, and to exercise this centralized contr°rote
effecting bank mergers; in extending identical or virtually single corP°
control over companies operated as subsidiaries in special fields of banking

.

building up branch systems in States which permit branch banking; an 00
building up in these and in other States—but particularly in States which do
permit branch banking—chain systems, embracing in individual instances bate,
ing institutions operating under national and State charters in several Sts

Since such companies are not directly engaged in the business of banki4,'00
defined in Federal or State statutes, they have not been subject to super/11101
or regular examination by banking authorities. In some respects the CO
exercised through stock ownership over a group of banks operated as a 000
is similar to that exercised by a parent bank over its branch offices. 411
character of the financial company brings it clearly within the field of big> 01
activities, and banking officials have been urged to subject developments
this character to careful scrutiny."
A copy of this report is attached as Exhibit T.
7. Annual report, 1928: In this report the subject is discussed in soineWhio

greater length on pages 30-31 and the report shows the number of chill 0
operation in each State in June, 1928. A copy of the report is attach°
Exhibit U.

IV. BRANCH BANKING AND ITS EFFECT IN FOREIGN COUNTRIES

In order to ascertain the possible effect of unrestricted branch banking in thi5,ncli
country, the board has caused investigations to be made of the history of bra-inglebaking in foreign countries with special referthice to its effect on unit or s-- g
office banks in those countries. The information obtained is very enlighten
and will be summarized below: 

1. Canada.—Among banks doing a general banking business, the unit b„efl
has disappeared. As of December 31, 1928, 10 chartered banks control',
general banking in the Dominion. Each of these is a branch banking s\o'ste:gi,
with none having less than 30 branches. The three largest banks, the 11.°•'oe,
Bank of Canada, the Bank of Montreal, and the Canadian Bank of Corninerio,
have $2,500,000,000 in assets out of $3,500,000,000, the aggregate of all„so
Of the 3,966 domestic branches and agencies of the chartered banks, tn"
three largest banks have 2,219.
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of The progress of concentration from 1868 to 1928, which resulted in the decrease
'ne total number of banks from 21 to 10, is shown by a table contained in aPert attached hereto as Exhibit V.

b. 
2 

British Isles.—Among banks doing a general deposit business, the unit4_111( has practically disappeared in the British Isles. Only seven small institu-
dna doing all their business at one office exist. Indeed, most of these are
.7_abtf11lly classified as deposit banks, some classifications placing them among

aPtance or discount houses. Forty-two concerns are in the general depositbaeking business in the British Isles, with 12,837 offices in all. The five big
Tivilaa have 8,050 of these offices and have 67 per cent of the banking assets.
ha„entY-six concerns, including the big five, each with more than 100 offices,
le 93 per cent of the assets.
century ago banking in the British Isles was done by private banking houses.
1862 joint-stock banks were not uncommon, but real impetus to their organiza-

b.n, was given in that year by an act which permitted the registration of such07tnics with limited shareholder liability. Before 1880 Lloyds Banking Co. had
aftr,eticiPated in a number of amalgamations, and concentration moved rapidly
eo„ r that date. However, it was not until 1896 that 20 private banking

bei:ernn united in Barclays Banking Co., and the fifth of the present big fivean its career.
rPoring the period between 1895 and 1928, the total number of banks in the

111f3h Isles was decreased from 154 to 42.h.. ore detailed information on this subject is contained in a report attached
'let° as Exhibit W.
6„%,Gerrnany.—In Germany, the movement from the unit bank to a branch

king system among banks doing a general banking business advanced con-
ably in the 20 years from 1888 through 1907.

13„ 1' 1888, 164 credit or joint-stock banks with 173 branches were in existence.
1997, there were 421 such banks with 1,064 branches. Of the total number

in that year almost 200 were small unit banks with paid-in capital of
071,1han 1,000,000 marks. These small banks controlled less than 2 per cent
nwre aggregate paid-in capital of the 421 credit banks. By the end of 1926,
th: of a total of 488 credit banks, as many as 354 were c'assified as having less
a"4,. n1,000,000 marks capital. Unfortunately no figures f. r all credit banks are
b,,vailable to us since that date. However, the absorption of the smaller banks
',le larger ones has progressed rapidly since that time, it is said.

a long period of years, four great Berlin banks have been in the forefront
qernian banking—Deutsche, Disconto-Gesellschaft, Dresdner

' 
and Darm-

",ter. The first two have recently merged. Among the 100 largest credit
in Germany in 1907, these four banks controlled 27 per cent of the aggre-

e. capital and in September 1929, 42 per cent.
More detailed information is contained in a report attached hereto as Exhibit X.

(1 Prance.—The unit bank in France has suffered severely from the coinpeti-oe of extensive branch banking systems and has been losing ground in recent
Iliaa!s• Four great French banks, doing a general business, control approxi-

lY one-half the commercial banking business in France, it has been esti-
i (11. Three of these have a large net-work of branches throughout the coun-
to•,' • Credit Lyonnais, 1014 branches; Societe Generale, 1,350 branches; Comp-Ir 

d'Escompte, over 250 branches. The fourth, the Credit Industriel et Com-
e/04 has many branches in Paris but none outside the city.
n addition to these large banks there are several sizable banks which have

..8.113' branches in particular regions of the country. For example, there are the
redit du Nord (branches in 75 places), Societe Nancienne (105 branches and

/4encies), Banque Privee (more than 200 branches and agencies), and Societe
k_arseillaise (107 branches and agencies). Figures for branches are as of 1922.WI: Satisfactory figures exist as to how many banks of a purely local importance
tilevive. It was estimated for the National Monetary Commission (1911) that

re were 2,700-2,800 banks (probably a loose classification) in France. Thet'7,?Ivtir of the four big banks and the regional banks has been at the expense of
"e,.local bank, which is said to play a small role in French banking to-day.
More detailed information is contained in a report attached hereto as Exhibit Y.
Japan.—The unit bank in Japan is losing ground rapidly in the face of ahlogressive branch banking movement. In the past few years the tendency has

jen deliberately fostered by the government based on the belief that largerlifilganizations would contribute to stability. Between 1913 and 1928 the total
Illber of banks was reduced from 2,156 to 1,163.
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ial
Of the 1,163 banks in existence in 1928, 100 were savings banks, 32 sPee,

banks, and the remainder ordinary banks which do a general banking businel,

The special banks were individually chartered to further some particular en„,
often as public or semipublic institutions. In this group are the Bank of JaP3:1
Bank of Chosen, Bank of Taiwan, Yokohama Specie Bank, and the agricultn

r?t

and industrial banks. Moreover, these figures do not include Japanese WI'
companies and cooperative banks. i to

Fourteen important ordinary banks at the end of 1928 had deposits equ,', 34
55 per cent of all the deposits of the ordinary banks. The Big Five alone Ilan
per cent of the aggregate of such deposits.
More detailed information is contained in a report attached hereto as Exhibit

AA.
V. HISTORY OF BRANCH BANKING IN THE UNITED STATES

The early history of branch banking within the United States has been th_le
subject of research word done by Hon. Edmund Platt, vice governor of the Federre*

Reserve Board, in connection with certain speeches delivered by him. The Ol e
recent history of branch banking in the United States is very well covered 110
series of articles published in the Federal Reserve Bulletin, commencing with •ee
number for December, 1924. This material will be discussed briefly and eoP1
will be attached as exhibits. red1. Branch Banking Before the Civil War.—In an address on this subject deli „t
before the national bank section of the New York State Bankers' Association
Ithaca, N. Y., on June 22, 1925, Mr. Platt points out that branch banking Wf:
very much in evidence in this country before the Civil War, especially in Ow
West and in the South. uIn 1848, out of 48 banks in Ohio, 29 were branches of the Ohio State „ri
Indiana had 17 branches of one State bank and no independent banks, Mi

nk;

bse"3
had 1 bank and 5 branches, Kentucky 3 banks and 13 branches, Tennessee
banks and 17 branches, Virginia 6 banks and 30 branches, North Carcli13k0
banks and 14 branches, South Carolina 12 banks and 2 branches, Georgia 13 boll 4
and 7 branches, Delaware 5 banks and 3 branches, and Alabama 2 banks a t
branches. At the same time no branches were listed in the eastern States exeer
two each in the States of New York, Maryland, and New Jersey.

In 1860 the situation was similar, though Illinois appeared with 75
Indiana with 13, all of which were branches of the State Bank of Iowa, and
souri had 42 banks of which 33 were classed as branches. The two branee,i'l
existing in New York in 1848 had disappeared in 1860, and apparently brapie,
banking was forbidden in New York, Pennsylvania, Massachusetts, and (
necticut.
Mr. Platt's address contains an interesting discussion of the motive for thee

establishment of such branches (which appeared to be the facilitation of the is°1/he
of bank notes which would be difficult to redeem) and also the reasons for
opposition to the establishment of branches in Eastern States.
A copy of Mr. Platt's address is attached as Exhibit BB.
2. Branch banking for country banks.—On May 20, 1927, Mr. Platt made 80.11

address at Birmingham, Ala.
' 

before a meeting of the American Bankers' As8,,t
ciation, at which he discussed the above subject. In this address he pointed nie
that, in the early days of banking in the United States, the right of any bank he
establish branches was rarely questioned; both the first and second banks Of
United States had branches; many of the early State banks established branclieu,'
and branches were looked upon as the natural means of providing banking fael
ties and convenience to the smaller communities.
He discussed the development of banking in the United States, counneocl,e

with the first incorporated bank in Philadelphia in 1781 and pointed out that
Philadelphia Bank, chartered in 1804, established branches in many of the interioli',
towns of Pennsylvania, pursuant to an act of the legislature passed in Mar,e„e
1809. It also appears that the Bank of Manhattan Co. had at least three branen,'e
outside of New York in 1811. It appears that most of these branches in lv
Eastern States were replaced by smaller independent banks during the ear.
part of the nineteenth century.

This speech also reviews again the cause leading up to legislation in the Eastern
States restricting the establishment of branches, which apparently was due to Oil!
fact that banks were frequently located in remote places with branches in
financial centers at which their circulating notes were redeemed at a discotin'
From this, Mr. Pratt reached the conclusion that the early legislation restrictiog_
branch banking was not really aimed at branch banking itself, but at the issuaaev
of "wild-cat currency."
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1”In, the South and the West, however, branch banking was the general rule.
ea. _!•his connection much of the statistical data incorporated in Mr. Platt's
ja rlilc,er speech with reference to branches in the Southern and Western States

48 and 1860 is covered again.
r. Platt states that the branch banking systems in the South and West

ilitle,cessfully weathered the panic of 1857; and it seems to have been expected
-166, when the State bank notes were taxed out of existence, that the successful

b,71:1a8 ill the Western States would convert into national banks and retain their
jiches. It appears, however, that they did not do so but reorganized as444Lional banks and reorganized their branches as independent unit banks.

1,;1‘1, r• Platt points out that in 1860 the country banks in the South and West
e-'011 a much larger average capitalization than at present, but that the authority
ointained in the national bank act for the organization of banks with a capital
80 °IllY $50,000 furnished an impetus for the organization of small banks and that
irinle of the Western States "ran wild ill the effort to provide banking facilities
vt,,_he very smallest towns by permitting the organization of independent banks

yl a capital as small as $10,000, and even in a few States $5,000.
8 qr. Platt then traces the difficulties arising out of the organization of numerous
0he 1!1411 independent banks and calls attention to the number of failures amongIn in the panic of 1893. From about that time he traces the modern develop-

of branch banking, which apparently started in the Southern States and
alifornia.

tOr• Platt then discusses the number of bank failures in small banks during
tk e. Sears 1921 to 1926, inclusive, and calls attention to the fact that almost two-ards of the suspended banks had a capital of $25,000 or less and that 72 per cent
them had a capital of less than $50,000. He points out that, in his annual

4P0rt for the year 1898, Mr. Charles G. Dawes, then Comptroller of the Currency,
°Inmended that branch banking be authorized in communities of less than 2,000

ha bitants, since many of such communities were not able to support independent
u t!ks• He then compares the experience of farmers in the wheat sections of the
ended States where the independent bank system was in operation and in

where the branch banking system was in operation and concludes that
Canadian farmers have lost nothing from the bank failures while

b‘138,070,000 in deposits has been tied up and at least 50 per cent of it lost, in theboardering States of Montana, North and South Dakota, and Minnesota in 1,134
nk suspensions in the past six years, nearly all of them in small towns and

"All banks."
n Mr. Platt states that he does not advocate nation-wide branch banking for the
!lited States, but believes that we need and must have "larger country banks

a limited number of branches along the lines of the development that has
u"eli place in many of the Southern States for many years." He claims that the
geFadden Act discriminates against country banks and in favor of banks in the
12,9? cities. He reviews the statistics with reference to the number of branch
banking organizations in the United States and concludes with a plea for branch •
allking in the country districts.
.,A copy of Mr. Platt's speech is attached hereto as Exhibit CC.

Recent growth of branch banking through 1924.—On pages 925 to 940, inclusive,_1 the Federal Reserve Bulletin for December, 1924, there is published an article
Branch Banking in the United States," which contains a compre-

insive survey of the recent growth of branch banking in this country through
W
8

e year 1924. No attempt will be made to summarize this article here, but
scope may be indicated by listing its various headings, which are as follows:
Liinitations upon Federal Control of Branch Banking.
Administrative Policy of the Board Prior to November, 1923.
Branch Banking Recommendations to Congress.
Resolution on Branch Banking Adopted by the Board on November 7, 1923.
urther Definition of the Board's Branch Banking Policy. (In the Regu-

atinns of 1924.)
Extent of Branch Banking in the United States.
1.„-,,egal Status of Branch Banking.
ranch Banking within and without the Federal Reserve System.

ttesources of Banks Operating and Not Operating Branches.
Banks Operating Home City and Outside Branches.
Size of Branch Systems.
ranches in and Outside of the Home City of the Parent Bank.

Wf1trent Banks and Branches Classified by Population of Community in
ich Located.
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Growth of Branch Banking, 1865-1924.
Classification of Parent Banks and Branches by Federal Reserve Districts.
State Totals.
A copy of this article is attached hereto as Exhibit B.
4. Branch banking in the United States from June, 1924, to December, 1925.

pages 401 to 414, inclusive, of the Federal Reserve Bulletin for June, 1926, t
here

pages
is published an article entitled, "Branch Banking in the United States,"
describes the development of branch banking from June, 1924, to the en, 
December, 1925, and thus supplements the article published in the Fene,he
Reserve- Bulletin for December, 1924. It contains not only a discussion a of
development of branch banking during this period but also a classificat1011,15,
the States with reference to their branch banking laws as of December 31, lv oh
and certain valuable statistical material with reference to the status of brei!nd
banking in this country on the same date. A copy of the Bulletin contain' °
this article is attached as Exhibit D.

f the5. Branch banking developments in 1926.—On pages 315 to 318, inclusive, 0. .
Federal Reserve Bulletin for May, 1927, there is published an article descril°,
the development of branch banking in the United States during the year 19, ts
which supplements the earlier articles on this subject. It contains discusto,
of the legal status of branch banking, the extent of branch banking, branch banje
ing in California, and the method of establishing branches, and also value ,t
statistical tables showing the status of branch banking at the end of the S,
1926. A copy of the Bulletin containing this article is attached hereto as
hibit J. •ve,

6. Branch bank developments to June 30, 1928.—On pages 97 to 103, incl0s1.1
of the Federal Reserve Bulletin for February, 1929, there is published a discossiuitr

of branch banking developments in the United States from the end of the Yent,
1926 to June 30, 1928, which supplements the earlier articles on this subjess
This article is especially interesting because it describes the effect of the the
Fadden-Pepper Act of February 25, 1927, during the first 18 months of
functioning of that act. It contains a table showing the States permittitnne
restricting, and prohibiting branch banking to June 30, 1928, tables showing.
number of banks operating branches and the number of branches in operatle.,0
together with the increase in these numbers from February 25, 1927, to Jnii'in
30, 1928, together with other valuable statistical material. A copy of t
article is attached as Exhibit E.

7. Branch and chain banking developments to June 30, 1929.—On pages 7°' is
771, inclusive, of the Federal Reserve Bulletin for December, 1929, there in
published an article discussing the branch and chain banking developments le,
the United States during the year ending June 30, 1929. This not only suill,).er
ments the information with reference to branch banking published in Cara,.
articles, but contains much valuable material with reference to chain bankint7e
The scope of the article may be indicated by the captions in the text and t
headings of the tables, which are as follows:
Changes, 1927 to 1929.
Banks Initiating and Discontinuing Branch Banking and Branches Est3fr

lished and Discontinued; 1927-1929.
Branch Banking Area.
Size of Branch Systems.
Size of Branch Systems for Parent Banks Located in Large and Small Citiea;

June 30, 1929.
Urban and Rural Systems.
Chain Banking.
Summary of Branch Banking Developments; 1924 to 1929.
Branch systems with Head Offices in Selected Cities.
Banks Operating Domestic Branches and Number of Branches, by States;

June 30, 1929.
Banks Operating Domestic Branches and Number of Branches, by States,

June, 1924—June, 1929.
Size of Branch Systems and Location of Branches; June, 1929, and 192S.
Chains and Banks in Chain Systems, by States; June 30, 1929.
A copy of this article is attached as Exhibit G.

VI. FEDERAL LEGISLATION ON BRANCH BANKING

Congress has in several instances enacted legislation authorizing the esti
lishinent of branch banking systems. In the early years of this country,
and 1816, Congress authorized the establishment of the First Bank of the Unll'`,.„
States and the Second Bank of the United States. Both of these banks we
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t,. ahli—th,orized to establish branches in any part of the United States. The national
raaeok act did not expressly forbid the establishment of branches; and the amend-
ba n,t of March 3, 1865 (sec. 5155 of the Revised Statutes), authorized State
448 having branches, with capital assived to the head office and branches irr

there re nite proportions, to convert into national banks and retain their branches,.
which rdless of their location.ild a 0:ranch banking systems for particular purposes were also authorized when
,deral r&ligress authorized the establishment of the postal savings banks, Federal

!
,f the ,ve banks, Federal land banks, joint-stock land banks, Federal intermediate
Ion of fill'eedit banks, and the War Finance Corporation. The establishment of branches
1925' etviaeh of these systems, however, was permitted only under certain conditions

ilroch 141' subject to certain restrictions and safeguards. In determining what legis-
ining co," should now be enacted with reference to the establishment of branches by

resTraercial banking institutions, it would be advisable to examine carefully the
,f tbe of eictions and safeguards which Congress has thrown about the establishment
rihing ',•granches in the banking systems it has heretofore authorized.
1926, tli.L..ile legislation authorizing these various systems of branch banks will be

'T:ussed very briefly. r
:alik" tia first Bank of the United States.—In 1791 Congress chartered the First
inhle effin4 of the United States. The charter of this bank provided that its head

$f teee should be located at Philadelphia and authorized its board of directors to
'Es' hn'Itblisli branch offices within the United States wherever thought fit, for pur-

bvalLe!3 of discount and deposit. It appears that eight branches of the First
sire, . ,j.K of the United States were established in various parts of the country.
;sios 14 'Second Bank of the United States.—In 1816 Congress authorized the estab-
yetit eitjnent of the Second Bank of the United States with its head office in the
jet lid of Philadelphia. The charter of this bank authorized its directors to estab-
Me pt;,,oranch offices wherever they thought fit within the United States, for
the r...11'°ses of discount and deposit. It appears that 18 of such branches were

t ing
-7blished by this bank.

ril; 110?) National ban/ca.—The national bank act did not expressly forbid the estab-
too, ei, rnent of branches

' 
and it was not until January 28, 1924, when the Supreme

foe N; ilrt of the United States rendered its decision in the famous case of First
this (1..4,,ti'llal Bank in St. Louis v. State of Missouri (263 U. S. 640), that it was

,1;11411itely and finally settled that national banks could not establish branches
2 to th. er the provisions of that act. Even after that decision, it was contended.it •
; 10 . , , In the exercise of their incidental powers, national banks could establish
; ill ti1441itional offices" for the performance of certain limited functions within
i,le  e,!itnits of the city or town in which they were located.
lice (4,111tliough the national bank act did not expressly authorize the establishment
ng. ft, 'ranches by national banks, the amendment of March 3, 1865 (sec. 5155 of the
the ezt7:ISed Statutes) specifically provided that State banks having branches with

eoLnial assigned to the head office and branches in definite proportions could
8„1,,vert into national banks and retain their branches, regardless of the location of

P" h'itevi branches. Moreover, under the act of November 7, 1918, a national bank
ivi
jI 
n8 branches retained upon conversion from a State bank could consolidate

\Wanother national bank and the consolidated bank could retain the branches.
11%. re the State law was suitable, therefore, national banks could acquire branches

es; )1m. ̀roe device of organizing a State bank with branches, converting it into a
brl 4)1141 bank, and consolidating with it In 1925 there were in existence 103

1,1;elies of national banks acquired under these Statutes.
1%.01 of this, of course, was changed by the McFadden Act of February 25, 1927,
itial'e,11 expressly authorized national banks to establish branches within the
fer0e of the city or town in which their head offices are located but expressly

!s; 1,,, ids them to establish or acquire, by consolidation or otherwise, branches
-.'v3'°od the limits of the city, or town in which their head offices are located,.cit.....

,s; 1,0.,IPt that they may retain or acquire by consolidation or conversion branches
miyully established and in actual operation prior to the passage of that act. ThisI be discussed in more detail under a separate heading.
25 n this connection, it may be pointed out that, under the provisions of sectiongl,„,s _of the Federal reserve act, any national bank having a capital and surplus ofeuerU,000 or more with the permission of the Federal Reserve Board and upontilau conditions and under such regulations as may be prescribed by the board,qf 4establish branches in foreign countries or dependencies or insular possessionsr pZ;oe United States; but this privilege is denied to State member banks of the11 'ueral Reserve System under the provisions of the McFadden Act.d
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4. Postal Savings banks.—In 1910 Congress authorized the establish
tmen Aor

the Postal Savings System. (U. S. C., title 39, ch. 20.) This system is 0.11"d
the control, supervision, and administration of a board of trustees consisti,
the Postmaster General, the Secretarywf the Treasury, and the Attorney General,
Every post office designated by the Postmaster General may act as a P°8„ds
savings depository and receive deposits of funds from the public. Such 
may be received from any one person in amounts of $1 or multiples thereof, ovn'e
not more than an aggregate amount of $2,500 may be received from anY .,cb
person. Interest at the rate of 2 per cent per annum is to be paid uponjt
deposits. These deposits may be withdrawn under such regulations as the 17d,
master General may prescribe. The law contemplates that 5 per cent of PosTie
savings deposits shall be kept with the Treasurer of the United States as a reset:be
and that the balance of such deposits shall be deposited in banks located in !to.,
city, town, or village of the postal-savings depository which receives such dePli,be
or under certain circumstances with the treasurer of the board of trustees. led
law also provides that under certain circumstances these deposits may be in,ves,s.01
in bonds or other securities of the United States. Depositors in the rv',..d
Savings System may surrender their deposits in certain specified amounts Tie
receive therefor bonds of the United States. It appears from these facts tha`
Postal Savings System is a form of branch banking with the controlling and stil;e
vising board located in Washington, D. C., and with branches located LI" of
various post offices designated by the Postmaster General in different Par'
the country.

It appears from the Annual Report of the Postmaster General for the 015641,ai,
year ending June 30, 1929, that at the close of that year there were 6,770 Pos'ob
savings depositories in operation in the various post offices, including 794 for
depositories located in branch post offices. Postal-Savings deposits held ,

depositors at the end of that fiscal year amounted to $158,055,538.55 and thy"
were 416,580 depositors. oci

5. Federal Reserve Banks.—In 1913 Congress enacted the Federal reservC .tic
to provide for the establishment of Federal reserve banks, to furnish an cilio
currency, to afford a means of rediscounting commercial paper, and to estah
a more effective supervision of banking in the United States. (U. S..ted
title 12, ch. 3.) This act authorized the division of the continental lipid
States, exclusive of Alaska, into not more than 12 districts and the establishill,
in each district of one Federal reserve bank. The act authorized such Fecie,c.
reserve banks to exercise certain banking powers and to perform certain ful'to
tions for the national and State banks which were required or permitteq '0
become members of the Federal reserve system by the purchase of stock 'rd
Federal reserve bank. It provided for the creation of the Federal Reserve /3°11 3
with supervisory powers over the entire Federal reserve system, and sectionor

of the Federal reserve act authorizes the Federal Reserve Board to permit 01
require any Federal reserve bank to establish branch banks within the Fedeve
reserve district in which it is located or within the district of any Federal reserrd
bank which may have been suspended. Pursuant to this authority the
has permitted the Federal reserve banks to establish branches within tièco
respective districts. The total number of such branches which have b„.AI
established is 25. It will thus be seen that, when Congress enacted the Fench'es
reserve act, it authorized the establishment of a system of banks having brane
with the supervisory power over such system vested in. the Federal Resecri itt
Board, with its offices in Washington, D. C., and the banking functions vestc
the Federal reserve banks and their branches located in various parts of the
United States. It will be noted that Congress in this instance restricted be
establishment of branches of a Federal reserve bank to the district in which
particular Federal reserve bank is located, except in those cases where a Fefle
reserve bank may have been suspended. ted6. Federal land banks and joint-stock land banks.—In 1916 Congress emu', t,
the Federal farm loan act to provide for loans on farm lands secured by Oft e
gages. (U. S. C., title 12, ch. 7.) This act authorized the creation of 'oil
Federal Farm Loan Board with supervisory powers and the creation of Fole•ro
land banks and joint-stock land banks with power to make farm loans and, 1‘20
the approval of the Federal Farm Loan Board, to issue farm loan bonds. It ;De
provided that the continental United States, exclusive of Alaska, should oe
divided into 12 districts and that in each district there should be established ,_°
Federal land bank. It was not required, however, that only one joint in-stock 
bank be established in each district. Such Federal land banks and joint-80;j,
land banks were authorized, with the approval of the Federal Farm Loan BO
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pt°_ .estahlish branches within the district in which such banks are located. The
41e,ral Farm Loan Board was also authorized to designate a Federal land bank
6,1“ might establish a branch in Porto Rico and to designate a Federal land

.Which might establish a branch in the Territory of Alaska. It will be seen
b7ln this instance Congress has again provided for the establishment of a
yft+thg system with branches with the supervisory powers over such system

ill a board with offices in Washington, D. C., and the banking functions
Lell in banks and branches thereof located in various parts of the country.

esa!l.ignificant that here also Congress has restricted the right of each bank to
ft°11811 branches to the area of the district in which it is located.

bank aPPears that no branches of either Federal land banks or joint stock land1440_8 have been established in the United States. One branch of a Federal land
„,however, has been established in Porto Rico.

the 1,7 ar Finance Corporation.—In 1918 Congress enacted legislation to create
Ylar Finance Corporation and authorized this corporation to make loans to

qTall, firms, or corporations whose operations were necessary or contributory
„",,e Prosecution of the war. (U. S. C., title 15, ch. 9.) By a later amend-

b the corporation was also authorized to make loans for agricultural purposes.
cerporation was also authorized to issue its notes or bonds. The manage-
of the corporation was vested in a board of directors consisting of the Secre-

tlie ,
"
of the Treasury and four other persons appointed by the President, with

of 0,4 viee and consent of the Senate. It was provided that the principal office
tion'a Corporation should be located in the District of Columbia, but the corpora-

authorized to establish agencies or branch offices in any city, or cities,
tor0".e United States, under rules and regulations prescribed by its board of direc-
tor. Congress thus authorized the establishment of a branch banking system
A°:Particular purpose and subject to certain restrictions and provision.

or is‘ the peak of its activity the War Finance Corporation had 33 loaning agencies
loa„"ranehes in operation in various parts of the country in connection with its

agricultural purposes.
fart; Federal intermediate credit banks.—In 1923 Congress amended the Federal
(1.1. dc'all act so as to authorize the creation of Federal intermediate credit banks.
12 C., title 12, ch. 8.) This amendment provided for the establishment ofwhit' ederal intermediate credit banks, 1 to be located in each of the cities in
loitheh a Federal land bank is located, and authorized these institutions to make

agricultural purposes and to issue debentures. The powers granted to
Per institutions are to be exercised under the supervision and control of the
gp,seral Farts Loan Board. It appears that in this instance also Congress has
tilr,.aved a form of branch banking. In this case the control and supervisory
toR ialls are vested in the Federal Farm Loan Board, with its offices in Wash-
tree, D. C. and the banking functions are vested in the Federal intermediate
9.4 banks focated in different parts of the country.

hati'lle McFadden Act.—No discussion of congressional legislation of branch
ary 4,1„tlg would be complete without a discussion of the McFadden Act of Febru-
%eat 1927, though the provisions of that act are familiar to everyone who has

any study of the subject of branch banking.
brit"" ,National banks.—The provisions of the McFadden Act with reference to
(11,enes of national banks may be summarized as follows:

1144 ). Any national bank may retain and operate such branch or branches as it
(,)!Il lawful operation on February 25, 1927, regardless of their location.
to Any national bank which has continuously maintained and operated notpei-e than  one branch for a period of more than 25 years immediately preceding

lesa raarY 25, 1927, may continue to maintain and operate such branch, regard-
prioaf the legality of the establishment of such branch or the,maintenance of it

to the enactment of the McFadden Act.
ti Where a State bank converts into a national bank 'such national bank
hkr.tetain and operate any and all branches of such State bank which any bank„ill lawful operation on February 25, 1927, regardless of their location.
tioV, If a State bank consolidates with a national bank, such consolidated na-
60' bank may retain and operate any and all branches of either the State24:1( or the national bank which any bank had in lawful operation on February
(6,927, regardless of their location.

bitn)! Where two or more national banks consolidate, such consolidated national
nati", may retain and operate any and all branches of any one of the constituentmai banks which any bank had in lawful operation on February 25, 1927,is4rdless of their location.
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ett
(6) After February 25, 1927, national banks may establish and operate °-

branches subject to the following conditions and limitations:
(a) Such branches may be established and operated only within the limits °f

the city, town, or village in which the parent bank is situated;
(b) Such branches may be established and operated only in those States the

laws of which permit State banks to establish and operate similar branches; the
(c) No such branch may be established in a city, town or village of which

population by the last decennial census was less than 25,000; or
(d) Not more than one such branch may be established in any city, towA

village of which the population by the last decennial census does not exe
50,000;

(e) Not more than two such branches may be established in any city, tcw122d
village of which the population by the last decennial census does not exc""
100,000; the
(f) In any city, town or village the population of which exceeds 100,000 el

determination of the number of branches which may be established by riati°D
banks is left to the Comptroller of the Currency; and ther
(g) No such branch shall be established or moved from one location to ac? the

without first obtaining the consent and approval of the Comptroller 
Currency.

ll(7) The term "branches" as here used includes any branch bank, branede 

office, branch agency, additional office, or any branch place of business Mc°, t ee
in any State or territory of the United States or in the District of Columbia wile
deposits are received, checks paid or money lent. t or
(8) This section of the McFadden Act does not affect the establishmc° .0

maintenance of branches by national banks in foreign countries or dependcaCles
or insular possessions of the United State pursuant to the provisions of sect'
25 of the Federal reserve act.
(9) The words "State bank," "State banks,"  "bank," or "banks":as u'e•

in this section includes trust companies, savings banks, or other such corporatio

or institutions carrying on the banking business under authority of State lawL'h.
(10) National banks are expressly authorized to trzinsact at branches eny

lished or maintained in accordance with the provisons of the McFadden Act °
and all business which might be lawfully transacted at the head office.
(b) State member banks of the Federal reserve system: Under the Mcei

Fadden Act, any State bank which, on February 25, 1927, had established 00,,
was operating a branch or branches in conformity with the State law, Iltd
retain and operate such branch or branches while remaining or upon becoM%
a member of the Federal reserve system. In other words, any nonmember SO;

bank which, on February 25, 1927, had established and was operating a hr°00(
or branches in conformity with the State law and which becomes a memberes,
the Federal reserve system is entitled by law to retain such branch or bracci.14,
regardless of the number or location thereof; and any State member bank wiltes
on February 25, 1927, had established and was operating a branch or brancc4

in conformity with the State law is lawfully entitled to retain and operate sti‘of
branches while remaining a member of the Federal reserve system, regardless
the location or number of such branches. 110
The only restriction on the establishment of branches by State member '1 or

is that no State bank may become a member of the Federal reserve systor.ng
may remain a member of the Federal reserve system except upon relinqui0.0
any branch or branches established after February 25, 1927, beyond the lintels,

of the city, town or village in which the parent bank is located. In other c;01',0
no nonmember State bank may become a member of the Federal reserve sYs

,
'ev

except upon relinquishing any branch or branches established after Februse't
25, 1927, beyond the limits of the city, town, or village in which the Pareor
bank is situated; and any State member bank which establishes a branch It

branches beyond the limits of the city, town, or village in which the Parel.r
bank is located after February 25, 1927, must either relinquish such branch v

branches or give up its membership in the Federal reserve system.
The McFadden Act prescribed no limitations upon the number of branch!!

which State member banks may establish or maintain within the limits of the c‘ite,ei
town, or village in which the parent bank is located, nor does it require any spedi°
population of the cities, towns, and villages in which State member banks Mai'
establish or maintain branches. ber
On the other hand, no exception is made as to foreign branches of State mecl,.1

banks and the Attorney General has held that they may not lawfully estab t
foreign branches and remain members of the Federal reserve system since tit
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Passage of the McFadden Act, although the right of national banks to establishis've_ign branches under the provisions of section 25 of the Federal reserve act
Iressly preserved.
At ere are many inequalities in the branch banking provisions of the McFaddenco,:_aS they affect national banks and State member banks, respectively, and to a
14,414 extent that act fails to place these two classes of banks on an equality
" respect to the establishment of branches.

POLICY OF FEDERAL RESERVE SYSTEM ON BRANCH BANKING

1, Ath„ nnual report for 1915.—In its annual report for the year 1915, page 22,
ne'r Yederal Reserve Board recommended to Congress that national banks bewh tted to establish branch offices within the city, or within the county in1-4eh they were located. The Federal Advisory Council, under date of Septem-
44„21 and November 16, 1915, had recommended that the national bank act be
te ".ded so as to permit national banks to establish branches under certain
2. fe

ecommendations during 1916.—Consistently with this recommendation, the
tniVi in 1916 prepared and transmitted to Congress the draft of an amendment
beat "e Federal reserve apt. In the terms of this amendment national banksed in cities of 100,000 and over having a capital and surplus of $1,000,000 or

would have been permitted to establish branches within the corporate()ire of the cities in which they were located, and any national banks located in
teeer Places would, with the approval of the Federal Reserve Board and under
brzi" regulations as the board might prescribe, have been permitted to establish
rati,P,!hes within the limits of the county in which they were located or within a

of 25 miles, irrespective of county lines, but not in any case outside the
or Federal reserve district of the parent bank. (Federal Reserve Bulletin,

Ty°23, 327; 1916 annual report, pp. 29, 145.)
reeueder date of November 20, 1916, the Federal advisory council renewed its
a411boendation regarding the establishment of branches by national banks but
the ed that the privilege of establishing branches should apply to all banks in
in Qtlational banking system and not only to such national banks as were located
ph."Ittes which permitted State institutions to establish branch banks. (See

,, 48 and 34 of 1916 Recommendations.)
wa:n amendment drawn in compliance with the recommendations of the board

Was
adopted by the Senate, durinff 1916, and together with other amendments,  rit eferred to a conference committee of the House and Senate. In conferencethIleveloped that the amendment was not acceptable to the House conferees and

a„
'

,_ Senate on recommendation of its conferees receded from its proposal. (1916'aittal repot, p. 135.)
the kAnnual report for 1917.—In its 1917 annual report to Congress (p. 33),
thoueard recommended an amendment to the Federal reserve act to provide
100' any national bank located in a city or incorporated town of more than
440).000 inhabitants, and possessing a capital and surplus of $1,000,000 or more,
ser6,, under such rules and regulations as the Federal Reserve Board may pre-e, establish branches, not to exceed 10 in number, within the corporate

of the city or town in which it is located, provided that no such branch
1:>e established in any State in which neither State banks not trust companiesbe'Y lawfully establish branches. The board stated that "State banks which

h,:exoe members of the Federal reserve system are allowed by law to retain any
te"nolles which may already be in existence and, with the approval of the board,hlte tablisti new branches. National banks which have taken over State banks
Thving branches are permitted to continue the operations of these branches.
p„ere Seems to be DO reason for such discrimintaion between members of the
ter reserve system, and with the view of placing them more nearly upon
it till. 8 of equality, besides affording in many cases better service to the public,
het': recommended that provision be made for the establishment of branches by
41rinal banks, under proper limitations."

I „„ Annual report for 1918.—In its annual report for the year 1918 (p. 83) the
4).e" ,.rd renewed its recommendation, expressing the opinion that national banks

"at a serious disadvantage in meeting the competition of State banksni:p branches," and that "the proper development of the Federal reserve system
1)5 s it necessary to coordinate as far as possible the powers of all member
exilic,e." This coordination of powers could not be effected without amendment of

"fig laws under which "some member banks, both National and State, are
en advantage over other member banks." The board renewed its recommend-
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ation of previous years, being confident that the proposed amendment won_ld
"prove beneficial to the Federal reserve system, as well as to the communit.r
concerned." The Federal advisory council also renewed its recommendation

that an amendment of this character should be enacted. (P. 6, 1918 rec°m.
mendations of Federal advisory council.)

5. Developments during 1919.—In 1919, a bill was passed by the Senate whic_b
proposed to authorize national banks in cities of 500,000 or more populatio,n,

having a capital and surplus of $1,000,000 or more, to establish not exceeding
branches within the corporate limits of the cities in which they were locatecs.

provided State law extended a similar privilege to State banking institution ,
Under date of September 16, 1919, the Federal advisory council urged the Fedora!
Reserve Board to use every effort to secure the passage of this bill in the interlbe
of sound banking and the granting of equal banking facilities to all people in tn
same business. (P. 19 of 1919 Recommendations of Federal Advisory Council.9

6. Annual report for 1919.—The board in its annual report for the year 19t.
(p. 64) made substantially the same recommendation regarding the branch ban'
ing amendment as it had made in its annual report for the year 1918, and con'
mented upon the bill above referred to as follows:
"Under the present law national banks can not afford the same facilities t°

the public as are given by State banks having branches, except in eases whe:
State banks and trust companies operating branches have merged with nation
banks, when existing branches may be continued by the national banks. * *
While the board would prefer to have this privilege (of establishing branchee)
extended to national banks in cities of not less than 100,000 inhabitants, or'
failing that, have the population limit raised to 200,000, it wishes to point on.:

that the limit fixed in the Senate bill does not affect the principle involved, an!:
it therefore respectfully recommends once more that national banks be permitte!
to establish branches in cities in which they are located under such limitations s5
in the wisdom of Congress may be deemed desirable."

7. Recommendation of agents' conference in 1921.—The conference of Federiti
reserve agents held in October, 1921, adopted a resolution favoring the entn'
lishment of branches in the same city in which a national bank is located, P,rr5
vided State banks are permitted that privilege under State law. (Pp. 111-1
of proceedings of October, 1921, Conference of Federal Reserve Agents.)

8. Annual report for 1922.—Again in its report for 1922 (pp. 5-6) the boal.c.1_
commented briefly upon branch-banking developments, noting that the esta,„Ir
lishment of branches by the larger State banks "had gone so far in a few Stio'ci
notably California, and in a few large cities, including New York, Cleveland, 14114
Detroit, as to reduce greatly the 'number of national banks." The bow.;
expressed the opinion that the action of the Comptroller of the Currency ',-
permitting national banks to open "additional offices" within the corporal;
limits of the cities in which they were located in States which permitted branc..,
banking "does not meet the situation in California and does not fully meet it ni
the cities mentioned," and that "an amendment to the national banking
allowing national banks the same privilege given to State banks in States wile"'
branch banking is permitted is much to be desired."
In this connection the board noted a suggestion made by the joint commission,

of agricultural inquiry in its report to Congress dealing with the problem of rurSi_
credit, to the effect that "a system of limited branch banking might furnish...1
possible solution of this problem." Upon this suggestion the board comment
as follows:
"Such systems are in fact already established in 80111e sections of our countrYr

notably in California, and appear to have gone far toward solving the probleM;
Branch banking has lowered the rate of interest in some of the leading agriculturo!
sections of California, and at the same time has provided added security for th''
deposits of the farmers. There are interesting neighborhood branch banking
groups in other States, which appear to be serving their communities well."

9. Annual report for 1923.—Finally, in its 1923 report, page 48, the board nowe
the difficulties which originate in the differences of State laws and the competitiv,
disadvantages under which national banks operate in States which permit bral
banking, and expresses the hope "that it can by administrative measures finte
some reasonable method of harmonizing existing differences of interest of Sta „
and national banks in the matter of branch banking, and thus lay the basis for
policy which will result in shaping the development and practice of branen
banking in the United States along useful and serviceable lines."

10. Administrative policy of the board prior to November, 1923.—In acting ilP00
application of State member banks for permission to establish additional branch 
within the system the board, prior to November, 1923, had considered each Os'
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UPoo its merits, giving consideration to public convenience and to the parentS capacity for properly organizing the branch and assimilating the business
170? over. As a matter of general policy rather than specifically of branch
tk..114flig policy, the board in individual cases withheld its approval until satisfied
zt establishment of the additional branch or branches in question would not

the solvency or liquidity of the parent bank. It gave consideration to
se rate of expansion of the given branch system; coordination of branches already
_qUired; head-office control, supervision, and personnel; affiliation with outsider'arPorations, relation of capital and surplus to deposit liabilities, especially in
toirlY expanding branch systems; methods of acquiring branches; and generally

Ocal conditions and needs in so far as they could be clearly defined. The
71111 distinguished branches from paying and receiving stations not vested with
;?eretionary power to make loans, except for inconsiderable sums and, while
ir.ving the right to reconsider in case such offices in any instance developed
L" Rill fledged branches, it made approval of such outside offices more or less

_!oatter of form, except where it appeared that the expense of maintaining themItlft impair the capital of the bank.
though the board had not formulated any arbitrary rule requiring simulta-agnaous examinations of head offices and branches, it had nevertheless regarded

"2:_ evidence of inability on the part of State authorities to conduct proper
minations of banks maintaining extensive branch systems as being in itself

ir,!quate justification for limiting further expansion of such systems. It felt
014 responsibility for the conduct of adequate examinations must, in the case
ratfIlleMber as of nonmember banks, be assumed primarily by State authoritieser than, in the case of member banks, by the Federal reserve bank of the
wen district.In

general, it may be observed that, prior to November, 1923, the board per-
es."0„t‘ted expansion 01 member bank branch systems under State supervision and
orrol, in so far as such expansion was consistent with sound banking principles
.,e,mcient administration, adequate State supervision, and complete solvency.

14_41. Resolution of November 7, 1923.—On November 7, 1923, the Federal Reserve•Joard adopted a resolution (X-3881) formulating certain general principles for
tion nee of the board in acting upon individual cases presented to it in applica-
the 8 for admission to membership of State banks operating branches outside

City or town or contiguous territory in which the parent bank was located
bp' in applications of State member banks for permission to establish such
'a-naehes

his resolution reads as follows:
115 neSoiVed, That the board continue hereafter as heretofore to require State
ditn.ks applying for admission to the Federal reserve system to agree as a con-,!(11 of membership that they will establish no branches except with the per-B100 of of the Federal Reserve Board; be it further
tio'Reso/ved, That, as general principle, State banks with branches or addi-
/ anal offices outside of the corporate limits of the city or town in which the

r,e,ot banks are located or territory contiguous thereto ought not be admitted
br Lae Federal reserve system except upon condition that they relinquish such
!inches or additional offices.

' 
be it further

(.1?e8olved, That, as general principle, State banks which are members of the
t;,(1eral reserve system, ought not be permitted to establish or maintain brancheshr., additional offices outside the corporate limits of the city or town in which the"!'ent bank is located or territory contiguous thereto; be it further

•ne8oived, That in acting upon individual applications of State banks forWtpission to the Federal reserve system and in acting upon individual appli-

t 1°n8 of State banks which are members of the Federal reserve system for
erkroission to establish branches or additional offices, the board, on and after
,u,rOary 1, 1924, will be guided generally by the above principles; be it further
Resotved, That the term 'territory contiguous thereto' as used above shall

cid the territory of a city or town whose corporate limits at some point coin-tor with the corporate limits of the city or town in which the parent bank is
ated; be it further
Reaolved,That this resolution is not intended to affect the status of any

oitoehes or additional offices established prior to February 1, 1924, either those
ba°,anks at the present time members of the Federal reserve system or those of
aas subsequently applying for membership in said system."

100136--30—vot 1 PT 4-10
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The Federal advisory council, however, was not inclined to favor this 
reso-

lution. Under date of November 19, 1923, it stated with reference to the rest);
lution that "it believes that the resolution, if carried into effect, will give.,ie
position of monoply to those State banks that have established state-ww,,
system of branches, while those State banks that have refrained from bran,q
banking will be placed in a position of great disadvantage." (P. 11 of 194
recommendations of Federal advisory council.)

12. Recommendations re McFadden bill.—On February 11, 1924, the so-ea- 0
McFadden bill was introduced in Congress giving to national banks the right t f

establish branches and imposing some restrictions upon the establishment 
branches by State member banks of the Federal reserve system. As has bee.°
shown above, the board had repeatedly recommended the enactment of legi,s:
lation authorizing the establishment of domestic branches by national bang°
and a number of bills designed to accomplish this general purpose were intro;

duced from time to time. These bills were various forms and containeu
various limitations and restrictions, but none of them was ever passed by Congress'
On May 26, 1924, and April 23, 1926, in letters addressed to CongressinsfIll

McFadden and Senator McLean, respectively, the board expressed its gen,e4.5.
approval of the McFadden bill. The Federal advisory council in 1924,
and 1926 also recommended enactment of the bill, and on February 25, 1927, I
was finally enacted into law.

1024,13. Administrative policy during .1924.—At its meeting on January 7, -- to
the board gave consideration to the applications of three banks for permission
establish blanches from time to time over a period of several months in accoT,
ance with contemplated programs of development, and adopted a resolution Y",
the following effect: That no blanket authority to establish branches would Dud
granted; that each application must be presented separately in regular form
manner, subject to approval of the State banking authorities and a recommen,u,T,
tion of the Federal reserve bank of the district; that applications to estab"s,s
branches in noncontiguous territory, filed before February 1 (under the board

resolution of November 7) might be considered by the board after that da,te,'
and that the board reserved right to pass on each application on its Mal'
(See X-3937.)

14. Regulations of 1924.—On March 27, 1924, the board issued a revised all
further elaboration of its regulations formulated under that general provision cu
the Federal reserve act which authorizes it to prescribe conditions of membeir;
ship for State banking institutions applying for admission to the system. „
these regulations, as amended a month later, on April 7, the board took occas1
to give more formal statement than it had previously given to principles laic
would govern it in approving the establishment of branches.
By Section IV of its Regulation H, as amended April 7. 1924, the board stated

that it would prescribe the following conditions of membership for every State
bank thereafter admitted to the Federal reserve system:
"(4) Such bank or trust company shall not, except after applying for and t,!:

ceiving the permission of the Federal Reserve Board, establish any bran°
agency, or additional office.
"(5) Such bank or trust company, except after applying for and receiving €'1111

permission of the Federal Reserve Board, shall not consolidate with or abs°r„f
or purchase the assets of any other bank or branch bank for the purpose "
operating such bank or branch bank as a branch of the applying bank; nor direet1/0
or indirectly, through affiliated corporations or otherwise, acquire an interest
another bank in excess of 20 per cent of the capital stock of such other bank;
directly or indirectly promote the establishment of any new bank for the purpo'.,
of acquiring such an interest in it; nor make any arrangement to acquire such a°
interest."

These conditions were prescribed for all State banks and trust companies whiedil
were admitted to membership between April 7, 1924, and February 25, 1927,
were conditionally prescribed for all institutions admitted between FebruarJ
26, 1927, and January 3, 1928. Prior to April 7, 1924, these conditions, or CO
ditions substantially similar thereto, were prescribed for special reasons for
number of State banks and trust companies admitted to the system.
In Section VI of the same regulation, the board stated the administrative

policy which it would pursue in acting upon applications for permission to estalr
lish branches under these conditions of membership as follows:



reso-
reso-
ve a
side
!inch
1923

tiled
It to
t of
veo
gis-
inks
tro-
ned
,ess.

)25,

24,
Ito

rd
to
be
,nd
is-

to;
ts.

ad

JI

BRANCH, CHAIN, AND GROUP BANKING

"SECTION VI. PRINCIPLES GOVERNING ESTABLISHMENT OF BRANCHES

."In passing upon applications by State banks and trust companies for per-
ill18,,ainn to establish branches, agencies, or additional offices, under condition No. 4f.
'3,eetion IV, or under any similar condition which may have been prescribedfL the Federal Reserve /3oard and agreed to by any bank or trust company here-:Tore admitted to the Federal reserve system, the Federal Reserve Board will7erve the following principles:

118: (I) The Federal Reserve Board will as a general principle restrict the estab-
o.urn, eat of branches, agencies, or additional offices by such banks or trust corn-
{17'nles to the city of location of the parent bank and the territorial area within
r,.'e State contiguous thereto, as said territory has been defined in the board'seeolution of Nqvetnber 7, 1923, excepting in instances where the State bankingauthorities have certified and the board finds that public necessity and advantagefender a departure from the principle necessary or desirable.
:(2) The Federal Reserve Board as a general principle will not consider anapplication by such bank or trust company for a permit to establish a branch,
ge,r1c31, or additional office, unless the authorities of the State in which such banklocated regularly make simultaneous examinations of the head office and all
ranches Agencies, or additional offices of such bank, nor unless the examinationsnf made by the State authorities are, in the judgment of the Federal Reserve Board,

;„Itichcharacter in every respect as to furnish the Federal Reserve Board with
'Lncient information as to the condition of such bank and the character of its4nrina
f genleIlt to enable the Federal Reserve Board fully to protect the interests,the  public.

or (3) The, Federal Reserve Board as a general principle will require each bank
cobri.tst company which establishes or maintains branches, agencies, or additional
"ices to maintain for itself and such branches, agencies, or additional offices anadeto,.. (Mate ratio of capital to total liabilities and an adequate percentage of its

„,. 4̀1 investments in the form of paper or securities eligible for discount orPurchase by Federal reserve banks.
a 1;4) The Federal Reserve Board will not consider any application to establish
4,, ranch, agency, or additional office until the State banking authorities havedriproved the establishment of such branch, agency or additional office, and the„ ectors or executive committee and the Federal reserve agent of the Federalreserve ',rye bank of the district in which such tank or trust company is located have
r3,ane a report upon the financial condition of the applying bank or trust company,
C..e general character of its management, what effect the establishment of such
i_tanc

hcality 
,

i_n agency or additional office would have upon other banks or branches in the
in which it is to be established, and whether in their opinion, it would be

,L1 the interest of the public in such locality, together with their recommendation
"JO whether or not the application should be granted.
or (5) When permission is granted for the establishment of such branch, agency

additional office same shall be established and opened for business within six
111°11thS after such permission is granted. If such branch, agency or additional%fie •e la not established within such time the permit shall become void, unless theti1e is extended by the board for good cause.

The Federal Reserve Board reserves the right to cancel any permit which
it "TtY grant hereafter to establish any branch, agency or additional office whenever
be.Baall appear, after hearing, that such branch, agency or additional office is
Ing operated in a manner contrary to the interest of the public in the locality
.;nich it is established."

After the McFadden Act.—As a result of the amendments to the Federal
trerye act contained in the McFadden Act, the board issued a new set of regula-
eens applicable to member banks which became effective on January 3, 1928.,fore these new regulations became effective and after the passage of the Mc-ade den Act, a number of State banks and trust companies were admitted tool
„„rinbership in the system. These banks and trust companies were admitted
1uoieet to certain conditions of membership which usually included the conditionsti the 1924 regulations regarding the establishment of branches, and such condi-
Etn°118 were subject to any changes which the board found to be necessary on

punt of the amendments to the Federal reserve act contained in the McFadden
b,,",_• After the board's 1928 regulations became effective (January 3, 1928) these
eiVa Were advised of the new conditions of membership to which they were

Ject. As the McFadden Act prescribed the conditions under which branches
.ditifht .be established by State member banks, the board did not include a con-

on In these new regulations in that connection. In Section V of Regulation H,

441
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however, it stated its interpretation of the provisions of the McFadden Act regard'
ing branches of State member banks as follows:

'1. Any State member bank which, on February 15, 1927, had established and
was actually operating a branch or branches in conformity with the State law
permitted to retain and operate the same while remaining a member of the Federal
reserve system, regardless of the location of such branch or branches.
"2. Any nonmember State bank which, on February 25, 1927, had established

and was actually operating a branch or branches in conformity with State la!
may, if otherwise eligible, become a member of the Federal Reserve system en"
retain and operate such branches, regardless of their location.
"3. In order to remain a member of the Federal reserve system, every State

member bank must relinquish any branch or branches established after FebruarY
25, 1927, beyond the corporate limits of the city, town, or village in which the
parent bank is situated.
"4. Any State member bank which establishes any branch or branches aftr

February 25, 1927, beyond the corporate limits of the city, town, or village in
which the parent bank is situated must either (a) relinquish such branch er
branches or (b) forfeit all rights and privileges of membership and surrender its
stock in the Federal reserve bank.
"5. No State bank which has established any branches subsequent to Februarl

25, 1927, beyond the corporate limits of the city, town, or village in which the
parent bank is situated may become a member of the Federal reserve systein
except upon relinquishment of every such branch.
"6. State member banks may establish branches within the corporate limits

of the city, town, or village in which the parent bank is situated without obtaining
permission of the Federal Reserve Board."

VIII. POLICY OF FEDERAL RESERVE SYSTEM ON CHAIN BANKING

1. Conditions of membership.—Prior to the enactment of the McFadden Aeici
the board prescribed conditions of membership under which State banks eon'
be admitted to the Federal reserve system, in order to effect some degree 0'
control over chain banking. One of the conditions with which State banks
entering the Federal reserve system were required to comply, reads as follows:
"(5) Such bank or trust company, except after applying for and receiving tke

permission of the Federal Reserve Board, shall not consolidate with or absorn
or purchase the assets of any other bank or branch bank for the purpose of operating,
such bank or branch banks as a branch of the applying bank; nor directly °`
indirectly, through affiliated corporations or otherwise, acquire an interest II
another bank in excess of 20 per cent of the capital stock of such other bob.;
nor directly or indirectly promote the establishment of any new bank for the

purpose of acquiring such an interest in it; nor make any arrangement to acquire
such an interest."

This condition of membership was incorporated in the board's regulations 0f
1924 and was prescribed for every State bank admitted to membership betwee1,1
April 7, 1924, and January 3, 1928. As a result of an amendment to section 7
contained in the McFadden Act (February 25, 1927), there is some doubt whetber,.
the board now has authority to prescribe this broad condition and, therefore,

' has been unable to exercise the same degree of control over chain banking.
has, however, prescribed the following condition of membership for every State
bank or trust company admitted to memberhsip since January 3, 1928.
"(3) Except after applying for and receiving the permission of the Federal

Reserve Board, such bank or trust company shall not acquire an interest in ail
other bank or trust company, through the purchase of stock in such other hail
or trust company."

2. Recommendations for legislation.—As early as January 8, 1926, the board
addressed a letter to Congressman McFadden (X-4500) recommending that there
be incorporated in the pending McFadden bill certain provisions designed t,.°
secure adequate information regarding national and State member banks whico
are closely related in management, operation or interests to other banking
institutions and, in particular, to afford some check upon the abuses frequentlY
occurring from chain banking. These suggestions were not adopted by Congress'
A copy of the board's letter is attached hereto as Exhibit DD.

3. Correspondence with Hon. Louis T. McFadden re administrative control.'
Under date of May 2, 1927, Congressman McFadden addressed a letter to the
Comptroller of the Currency, suggesting that lie adopt administrative measure!
calculated to control or prevent the growth of chain banking among nationel
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,I),anks and sent a copy of his letter to the Federal Reserve Board with the sugges-
,"en that the board should adopt similar administrative measures with referencen State member banks of the Federal reserve system. The board, under date of
flaY 18, 1928 (X-4854) replied that it was powerless under the law to take

such action. The board called attention to the fact that it had suggested
legislation along this line, but that Congress had not adopted its suggestions,
rd also called attention to the fact that Congress in the McFadden Act had
',,Inended the law so as apparently to take away the board's power to control this
rflake through conditions of membership. The board's letter, a copy of which
4 attached as Exhibit EE, concluded with the statement that the remedy lies
Ivith Congress.
r, 4. Annual reports for 1927 and 1928.—In addition to the correspondence with

ngressinan McFadden above referred to, the board has in its annual reports for
the years 1927 and 1928 brought to the attention of Congress the fact that

exPan di n g operations of financial companies specializing in the purchase
e°1. bank stock have presented special problems to Federal and State officials
."rged with the responsibilities of bank supervision. It was pointed out that
*itileh companies have been organized in increasing numbers and that since they
or,e net directly engaged in the business of banking as defined in Federal and
r'ate statutes, they have not been subject to supervision or regular examination1,?3, banking authorities. (See pp. 31, 32 of 1927 annual report.) The difference
,u
V 
,etween branch and chain banking was explained and it was pointed out that

f e More considerable developments in chain banking have been generally in
b'ates which prohibit the establishment of branch offices by banks. The chain
,pking situation in the United States was also summarized for the information
" Congress. (See pp. 30, 31 of the 1928 annual report.)

Conferences of Federal reserve agents and governors of Federal reserve banks
1927 and 1928.—The 1927 fall conferences of Federal reserve bank governors

fitoud Federal reserve agents considered the development of investment companies
r, the purchase of bank stock, and the Federal reserve agents were of the

the attention 
that a dangerous situation is developing which should be brought to

t",e attention of the Federal Reserve Board and the banking authorities with
view that some legislation should be obtained placing such companies under

"'.!e jurisdiction  of the banking departments. The Federal reserve bank gov-
àrnors felt that the possible dangers incident to a widespread development of
etiell companies make it a matter for the consideration of the Federal reserve
jstem• The governors discussed this question further at their April, 1928,

ference and while nothing definite was recommended, it was stated that the
question is a matter that deserves thoughtful consideration.
1, 8. Committee to study chain banking.—The question of branch, chain, and group
eking development in the United States with particular reference to the effects
,ank stock ownership by investment trusts and holding corporations, was con-temered by the Federal advisory council in 1929, and, on November 19, 1929, it

tbeurnmended that "the Federal Reserve Board appoint a committee to study
,!'e Merits of the branch banking system as practiced in this and other countries
on(lit ions in Canada being apparently more comparable with our own), the
ruP or chain banking system as developed in this country and elsewhere, and
r:le Unit banking system of this and other countries; and further, the effect of
till nership of bank stocks by investment trusts and holding corporations, in order
in:4 the Jederal Reserve Board may be in possession of accurate and authoritativeiormation on this important subject."
re The December, 1929, conference of Federal reserve bank governors and Federal
,serve agents voted to concur in and indorse the recommendation of the Federal
Jrisory council that a committee be appointed to study the subject of branch,
'lain, and group banking.
Accordingly, on February 27, 1930, the board appointed a committee for this

ts'urPose, naming as members thereof, Messrs. Goldenweiser and Smead of the
'iTard's staff, and Messrs. Rounds, Fleming, and Clerk, deputy governors of the
'ederal reserve banks of New York, Cleveland, and San Francisco, respectively.

IX. RANK FAILURES

Ii1. connection with the subject of branch, group, and chain banking, some',,unsideration must be given to the unfortunately large number of bank sus-
aPensions and failures in the United States, especially in view of the fact that the
f vecates of branch banking contend that the solution of the problem of bank
alitir es lies in the substitution of branches of strong, well-managed banks for
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small-unit banks in the rural communities. Fortunately, the Federal ReserYe
Board has reliable statistics with regard to bank failures and has made some stilnY
of the causes of these failures.

1. Federal Resere Board Annual Report for the Year 1926.—On pages 10 to 13,,

inclusive, of the text of this report the board called attention to the fact that

during the year 1926, 956 banks, with deposits of nearly $275,000,000, had sir,
pended, as compared with 612 suspensions, involving deposits of about $17,1
000,000 in 1925, and 777 suspensions, involving deposits of about $215,000,n7
in 1924. Certain statistics were given with reference to the number and Pe_„`
centage of member and nonmember bank failures and the causes of these failn7
were discussed briefly. One of the fundamental causes appeared to be that
many communities, and especially in small communities, there were more balm'e
than could profitably engage in the local banking business, and many of tiles,
banks had insufficient capital. A statistical table brought out the fact that

nearly two-thirds of the banks which failed during 1926 had a capital of $25,0uu
or less and were situated in towns of less than 1,000 inhabitants.
The situation described in the following paragraph, appearing on page

undoubtedly accounts for the present tendency to build up chains of banks
strong management or supervision in view of the legal restrictions on branc I
banking:
"Some small banks in small communities have found it difficult to make fide

quate earnings by conducting their business along strictly conservative lineaci
and have not been able to afford the expense of engaging skillful and experience

managers. The volume of business done by small banks in rural communitiean'
furthermore, has diminished in recent years, as the result of improvement I,
roads and the widespread use of automobiles, which has led many bank customt
to prefer to drive to the county seat or other near-by center and to use tn`
facilities of the larger banks in these towns."
The general economic conditions leading up to the failures during the Yea!

71926 were discussed concisely on page 13; and, on pages 190 to 196, inclusiv 
there were published a series of tables containing valuable statistics on IA°
suspensions during the years 1921 to 1926, inclusive.
A copy of this report is attached hereto as Exhibit FF.
2. Report on bank suspension's, 1921-1927.—Under date of April 11, 19-,,e

Mr. E. L. Snaead, chief of the division of bank operations, submitted to t.r
Federal Reserve Board a comprehensive report on bank suspensions in the Yea,.
1927 and during the years 1921 to 1927, inclusive. A copy of this report 10
attached hereto as Exhibit GG.

This report showed that, during the year 1927, there was a total of 662 banke
suspensions involving total deposits of $194,000,000, and detailed figures wer
given for the various classes of banks. kaThe report also showed that, during the 7-year period, 1921-1927, 4,513 ban d
with an aggregate capital of $169,000,000 and deposits of $1,351,000,000 ha f
suspended operations. During the same period 559 banks with a capital 0,:t
$21,000,000 and deposits of $200,000,000 had reopened, leaving net failures u•
3,954 banks with an aggregate capital of $148,000,000 and deposits of $1,151(
000,000. Detailed statistics are given for the various classes of banks. The!!
statistics showed that, of the total of 4,513 banks that suspended operatiow,
during this 7-year period, 3,609 were located in places having a population ...e`
less than 2,500 and that more than 60 per cent of all suspended banks we,
located in places having less than 1,000 inhabitants. It also showed that near
40 per cent of the suspended banks had a capital of less than $25,000 and tha
over 63 per cent of them had a capital of $25,000 or less.
On page 5 of this report the principal causes of bank failures during this 7-Year

period were discussed as follows:
"The principal cause of bank suspensions during the 7-year period was repor,teci

as the accumulation of a large proprotion of worthless, slow or past-due PaP',4:
but in quite a number of cases poor management and heavy withdrawals vi.e.;
assigned as largely responsible for the suspension. The causes of suspensleas
listed in the order of importance, i. e., based on the number of times shown
having been a primary or contributory cause, are as follows:
"1. Doubtful, slow or past-due paper.
"2. Heavy withdrawals.
"3. Poor management.
"4. Depreciation of securities.
"5. Loans to officers and directors.
"6. Defalcation.
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BRANCH, CHAIN, AND GROUP BANKING

::7• Loans to enterprises in which officers and directors were interested.

4 Failure of banking correspondent.
•,„ • Failure of other large debtors."

ae,"11lle "doubtful, slow or past due paper" was given as the most importantor!lee of bank failures and "loans to officers and directors" and "loans to enter-
calses in which officers and directors were interested" were listed as separate
he11818, it might well be argued that these causes could all be grouped under the

r of poor management," making that the principal cause of bank failures.
°tile statistics are given with reference to the number of failures of banks

_perating branches and, on page 6, there is an interesting discussion of the failure
c.ertain chain systems, notably the Witham System, with 179 banks in Georgia,
Florida and 10 in New Jersey and New York.

Per 'Study of bank suspensions, 1921-1929.—A similar report covering the 9-yeariod , 1921-1929, is now in course of preparation. The information pertaining
th 'lie causes of failures has not yet been completely tabulated, but it appears
at the relative importance of the causes of suspensions will not he very different
111 that shown in the report for the years 1921-1927.

Yet bPederal Reserve Board Annual Report for the Year 1929.—While it has not
rem een completed, a preliminary draft of that portion of the board's annual

.rt for the year 1929 which discusses bank failures is attached hereto as
Qcht HH.
aeYrolll this it appears that 642 banks with aggregate deposits of $235,000,000
eleeVended operations during the year 1929. This was larger than any year
les,t P 1926, when both the number and deposits of suspended banks were the
thlgest on record. Although member banks constitute only about one-third of
egile total number of banks in the United States, only about one-eighth of the total
alfirtilber of banks which suspended during the year were member banks; and
a: ()Ugh the deposits of member banks are approximately three-fifths of the'
fe,regate deposits of all banks in the country, the deposits of the member banks

suspended during the year 1929 were only about one-fourth of the aggregate
"V‘osits of all suspended banks.
ha'-i.uririg- the 9-year period, 1921-1929, a total of 5,642 banks were reported as
fiel:Ing suspended operations either temporarily or permanently on account of
4 Ocial difficulties, and of this number 657 have since been reopened, leaving
D'e °5 as the net number of bank failures. The deposits of the banks which sus-
th rld,ed operations during this 9-year period aggregate about $1,720,000,000 and4.ePosits of the reopened banks about $240,000,000, leaving the net deposits of
-Aed banks aggregating $1,480,000,000.
of 'Lnumber of interesting tables are included in this draft of the report and one
,wleni shows that over 62 per cent of all the banks which failed during this
aL'ellr Period had a capital of $25,000 or less and that over 60 per cent of the total
arber were located in town with a population of 1,000 or less; 91.6 per cent of
8.4I/lese banks were located in towns with a population of 10,000 or less, and only
1Per cent were located in towns with a population exceeding 10,000 inhabitants.
ii Clearly lends some support to the opinion that branches of strong banks are

Te d in small rural communities.
194'. Studies of bank failures by Professor Sprague and Doctor Burgess.—In April,
411‘0, the board employed Prof. 0. M. W. Sprague, professor of banking and
re,allee at Harvard University, as a research assistant in the board's division of

rch and statistics, for the purpose of studying the question of needed bank-
1305,, legislation. During the course of Professor Sprague's employment with the
toitd he made a study of the causes of bank failures. He published an article192t i15 subject in the Journal of the American Bankers' Association for April,
of at pages 703 and 704; and the report of the committee on economic changes
teo'es President's conference on unemployment, published in volume 2 of Recent
hello/tic Changes (pp. 393-396), contains a discussion of bank failures, which
N._ Prepared by Professor Sprague and Dr. Randolph Burgess, assistant Federal
D;;;;I:ve agent of the Federal Reserve Bank of New York. Quotations of certain
1;10118 of these articles discussing the causes of bank failures will be of interest.

hellce following is quoted from Professor Sprague's article on The Cause of
or Failures, published in the Journal of the American Bankers' Association
„APril, 1927, pages 703 and 704:

ler Scattered banks in other parts of the country, and particularly banks in theev6er cities, also enjoy the advantage of local diversity in loans and have fundsitreailable for other employment. But thousands of banks in the West and South
then In a strikingly different position. They are established in localities in which

e is but slight diversity in occupation, localities also in which the local de-
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mand for accommodation commonly tends to absorb all of the resources o thef
local banks and at higher rates than can be secured on outside investments. _,,
"The more conservative banks, as a matter of wise policy, do not employ

resources locally, and these banks may properly resort to reserve banks or to Orb;
correspondents for accommodation to take care of seasonal or other temPara„ii
requirements. At the opposite extreme are the numerous banks that make nre
loans to the full extent of their own local resources, and in addition acc111,-
outside deposits, both public and individual, by the offer of a high interest rr,

and still further enlarge the supply of bank credit in the locality by seetirl"
accommodation from reserve banks and city correspondents.
"Banks which follow this course may acquire prestige in their cominuni.t

itiest

and earn large profits for shareholders in years of abounding prosperity; 1),..e

clearly they are in no position to withstand successfully a long period of
conditions. Failure is probable unless quite extraordinary care and discrinis

0,4
;,,d

tion have been exercised in the determination of the amount of credit exten
to each individual borrower. It is a reasonable presumption, however, that.1.1,:d
lack of caution manifested in the general policy of a bank will also be exhibit,'
in the quality of the particular loans that it makes. the"When the problem of bank failures is approached with full recognition of 01
powerful influence unfavorable to safety in banking exerted by the absence.

et
i.

industrial diversity and by the intense local demand for credit, it becomes 
dent that policies governing the establishment of banks have not been suffieienn,e,'
directed toward the maintenance and improvement of standards in the rilsna°
ment of banks.

"While there is no exact relationship between the size and number of banks i13013
locality and the strength of the banking position, it is certain that these are fi1et°0
which have a decided bearing upon competence in management. A commtncil je
with aggregate banking resources of, say, $5,000,000 will be better serve i,he
every way, including safety, by two or three banks than by six or more. J.ds
excessive number of banks induces cutthroat competition for accounts, and led
to undermine conservative standards in the granting of credit. A dael bee
increase in minimum capital requirements would do much to restrict the nsnitids
of banks within more desirable limits, but whatever may be accomplished in te
direction should be coupled with the specific grant of power to the approPria„re
authority, as in the State of New York, to decline to approve new charters
it is evident that a community is already well served by existing banking instl'
tions, and that additional competition will serve no useful purpose.

TO'
"No doubt bank examinations might be improved, and in some States the

materially improved, but incomplete information about the condition 0',rhe
banks is not the most serious defect in existing supervisory arrangements. „I/01
opinion may be ventured that, aside from a few instances of exceptionally sk"ive
dishonesty, and the special situation created by chains of banks, succasstir
examinations preceding failure have regularly disclosed an increasingly us,saost
factory condition. But in making effective use of this information, On ac
insurmountable obstacles are encountered. Governmental authorities 0,14
criticize unwise policies, but they can only take action when statutes are violat7e
or upon clear evidence of impairment of capital or insolvency. Moreover, e,she
within the field of violations of statutes, effective administration is hamperea "07
the common failure of legislation to provide penalties other than the cessatios
business or a receivership." DScThe following is quoted from volume 2 of a book on "Recent Eeon°„nt
Changes" containing the report of the President's conference on unemploYnì
(pp. 693-696): +he?"Dishonesty and gross mismanagement account for a small number of
failures The suspension of a larger number was precipitated by adverse CO
tions of a purely local character, such as a succession of crop failures or the_tikt
den collapse of real estate booms in particular towns and cities. But the Vied
majority of banks failed because they were unable to withstand the stress exer
by the persistence of unprofitable prices for the products of agriculture a.̀0,
animal husbandry—stress that was particularly severe because it was e%Petbe
enced after years of a bounding prosperity and extreme appreciation in ed
value of farm property, and a large increase in the number of farms mortgog
and the amount of mortgage indebtedness.
"These adverse conditions alone, it can hardly be too strongly eniphasLt

do not furnish a complete explanation of the numerous bank failures of the
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eeven

years By no means all, or even a majority, of the banks in the localitiesraast seriously affected have been obliged to suspend operations. Financially
aw.e_a,k and unskillfully managed banks have been weeded out; strong, well-man-
"a banks have no doubt experienced heavy losses, but they survive.

"There are hundreds of small banks throughout the country which are ably
tl'arapaged and abundantly strong, and which overcome the handicap of an absence
es_aidustrial diversity in the communities which they serve by the exercise of
rerPtional judgment and caution. On the other hand, while there is no exact
aateltinnship between the number and size of the entire group of banks in a localityto the strnegth of its banking position, it is certain that no community can hope

enioy the benefits of safety in banking if the business is organized in units so
di212erou5 as to exceed the available supply of competent officers and responsible
in'aetors, and with insufficient earning power to be able to absorb inevitable-see&

community can possibly provide adequate resources, competent officers,
xperienced directors for one bank to every 750 of its inhabitants as in North

°ta, or to 1,400 as in Iowa. And the situation in these States was not
thr-ePtional; on the contrary, an excessive number of banks have been established
taangliout those sections of the country that are mainly devoted to agriculture.
the log troubles were inevitable with the advent of adverse conditions, and for
iao aevei ity of these conditions the unwise use of credit administered by an
*nate multiplicity of banks was in no small degree responsible."
he CHAIRMAN. Go ahead, now, Governor.
overnor YOUNG. That also covers all the statistical and research

bwork that we have done in reference to the development of branch, liking in the United States and recently of group and chain bank-
-1., With the statements that we have issued at various times.
It covers a short synopsis of branch banking in several foreign

fte°411tries with the development and results as near as we can find
-11 in this country.

t covers the history of banking in the United States—a very short
'11,°13sis of it.
bt covers Federal legislation in the United States in reference to
sl_alich banking from the time of the first branch bank in the United
bates.

it4t covers the policy of the Federal reserve system on branch 
A 

bank-

t.
from the annual report in 1915 up to the passage of the McFadden 

c 

dt coves the policy of the Federal reserve system on chain banking
gi.rce that has been a rapid development in the United States.
e 4 covers the reports of bank failures in the United Staes and thea
4ses for those failures as we or experts have seen them.

as"bile it is *a very lengthy document, we have condensed it as much
can possibly for the benefit of the committee.

h -toe CHAIRMAN. This is prepared under the direction of the Federal
eserve Board?

thGovernor YOUNG. Really it was prepared under my direction, with
g%,research department.

he CHAIRMAN. Does that include the study that has been made
he special committee of the 12 Federal reserve banks?

0rk-10VernOr YOUNG. It does not. That committee was only recently
otfanized. Our research and statistical division is so busy with many
a uer problems that come before us that we have recently employed

11,11,an who spends all of his time on that particular subject.
4_ he CHAIRMAN. But there will be further additional information
"ftilable from this other committee, I imagine?
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Governor YOUNG. At any time we get it, we will be glad to Pass it

on to the members of the House committee. We expect to get "
great deal out of your conferences up here and in your investigations.
That is all I have to present to-clay. I think the members of the

committee will profit 
The CHAIRMAN. Do you desire to make a statement to the ce:i

mittee and give an expression of the board's view or your person'.
view on the subject?
Governor YOUNG. I have stated the board's view here [indicating),

and I am not prepared to make a statement in reference to branen,
group, or chain banking at this moment.
The CHAIRMAN. Do you, as governor, care to make a statement to

the committee, or as an individual?
Governor YOUNG. I would prefer, Mr. Chairman, to get all the

information that is available rather than make an impulsive state'
ment at the moment—yes. On the other hand, I am here to answer
any questions that the members of the committee care to ask me.
The CHAIRMAN. Inasmuch, then, as we have not had an °Pe-

tunity to make a study of the data you have presented, I am goingt
to suggest that the committee do now adjourn until to-morrow 8
10.30.
Mr. GOLDBBOROUGH. Mr. Chairman, may we have an executive

session before adjourning?
The CHAIRMAN. Very well, the committee will go into executive

session.
(Whereupon, at 12 o'clock, noon, the committee went into executil

session, at the conclusion of which the committee adjourned 01
Wednesday, March 19, 1930, at 10.30 o'clock a. m.)
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BRANCH, CHAIN, AND GROUP BANKING

WEDNESDAY, MARCH 19, 1930

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Washington, D. C.
The committee met, in the committee room, Capitol, at 10.50

Hon. Louis T. McFadden (chairman) presiding.
The committee will come to order.
!gr. WING°. Mr. Chairman, I want it understood that we will
itlye the rule we adopted and permit those members who missed

'nen* .turn this morning by reason of their being detained, to cross-
examine when they come in.

STATEMENT OF HON. ROY A. YOUNG—Resumed

, The CHAIRMAN. Governor, I understand you have some additional
"ta you want to put into the record?
„Governor YOUNG. Yes, sir; Mr. Chairman. This will be ready for
uistribution late this evening.
The Comptroller of the Currency furnished the committee. with

t3t ittistics and information in reference to group and chain set-ups in
"le United States at the present time, showing that approximately
°us-sixth of the resources of the banking structure of the country
Was either in groups or chains. That was up to the end of the year.
Since then the board has prepared, through its statistical division,

'formation showing group, chain, and branch banks. That will be
1141Y, in mimeographed form, this evening and I would like to have

twit inserted in the record.
The CHAIRMAN. Without objection, this will be inserted in the

record at this point, in these proceedings.
(The information referred to is here printed in full as follows:)
The tabulation of the data received from the Federal reserve agents on the

t`Dove subject as of December 31, 1929, has been completed and there is presented
'ere, with a summary thereof as of that date.
u_."-APerience with our branch banking record during the past three years leads

to believe that it is substantially complete and accurate, even as to non-
neinber banks. In the case of the chain and group banking statistics, the present
i:.'1?apilation is probably the most complete that has thus far become available,
l',111, due to the difficulty of obtaining information on this subject it is quite likely
a t it does not include a few small chains for which no information is available,d it may not include all the banks in some of the groups or chains. It is alsotossible that the management or controlling interests do not regard some of the,anks that are included in our figures as constituting group or chain systems.18n the whole, however, the information as submitted on chain and group bankina

believed to be substantially correct.

449
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The material is presented under three general heads. The first part relates to

branch, chain, and group banking taken as a whole, the second to chain and grouP
banking alone, and the third to branch banking.
No account is taken in this memorandum of Morris plan banks or small loan

agencies which operate in a number of States.

BRANCH, CHAIN, AND GROUP BANKING

General summary.—According to statistics just compiled, there were in opera'
tion in the United States at the end of 1929, 24,645 1 banks and 3,547 branches,
or a total of 28,192 banking offices. Of this total of approximately 28,200 bank:
ing offices, there were 6,353 banks and branches that belonged to branch-b9ni‘
systems, to chain or group-bank systems, or to both. This leaves 21,839 banking
institutions that might be definitely termed as "independent unit banks"--::
having no branches and being in no way connected with other banks through
chain or group affiliation.
As a measure of the banking resources of the banks falling into the different

categories, we have tabulated the figures of total loans and investments. °Is
this basis it appears that at the end of 1929 all banks in the country had tot
loans and investments of approximately $58,500,000,000.1 On the same date
the branch, chain, and group banking systems, embracing a total of 6,353 banks
and branches, had total loans and investments of approximately $30,000,000,000.
In other words, the banking resources of the branch, group, and chain systems
were more than one-half the total of all banks in the country.
The branch-banking systems at the end of 1929, taken alone, embraced 112

banks and 3,547 branches with aggregate loans and investments of
100,000,000, but these figures include 119 banks with 1,415 branches and loafi!
and investments of $6,300,000,000 that were also reported as belonging to ball"
groups or chains. There were 287 chain or group bank systems reported Ms
existence at the end of 1929, embracing 2,103 banks with loans and investment

of $11,200,000,000. These figures, like those given for the branch systems?
elude a certain amount of duplication, that is to say, they include 119 bant's
with 1,415 branches and loans and investments of $6,300,000,000, which Were
reported as belonging to chain or group systems. This duplication is, however'
eliminated from the combined statistics given in the two preceding paragraPh,s.
The table following shows the nutnber and loans and investments of branol,

chain, and group banking systems at the end of 1929, in comparison with figures
for all banks in the country.

Number and loans and investments of all banks in the United States and of branch,
chain, and group bank systems at the end of 1929

Number of
banks (or
branches)

Loans and

investments

All banks (head offices) in United States • 
Branches 

Total, all banking offices 

Banks that belong to chains or groups but operate no branches 
Banks that belong to chains or groups and operate branches:

Head offices (parent banks) 
Branches 

Banks that do not belong to chains or groups but operate branches:
head offices (parent banks) 
Branches

Independent unit banks (banks that do not belong to chains or groups and
do not operate branches) 

24, 845
3,547

28,192

1,984

119
1,415

703
2, 132

21,8:31)

(b)

$58, 481, 000,

4, 913, 000,0°G

• 6, 294, 000, (1°i)
(5)

• 18, 839, OM 0)
(5)

28, 445, 000. C°

• Exclusive of private banks not under State supervision. For two States the December figures
not available for State banks, and the latest available figures were therefore used.

e separate figures not available.
c Includes branches, separate figures not being available.

,-4tateI Excluding private banks not under State supervision. For two States the December figures for -
banks are not available, and in these cases the latest available abstract was used.
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to 8. Branch, chain, and group banking areas.—Taken generally and looking at the
UP,ituation from the standpoint of the number of banks involved, chain and group

panking exists on the widest scale on those States in which branch banking is
so 13,r,nhibited entirely, for example, in Minnesota, North Dakota, Kansas, Iowa,

Ininois, Oklahoma, and Texas. It has, however, grown to considerable propor-
;.10ns in so-called restricted branch banking States—where branches may he 
all 

estab-
) ged only in the head office city, notably Michigan and New York. From the
' ajandpoint of banking resources controlled by the members of the groups and

ra- nan.ls, chain and group banking is also found on an extensive scale in certain
10, ttuditional States, including particularly California, Florida, Georgia, and

Montana.
ilk As is generally known, chain and group banking has had its most rapid develop-
ag rent in recent months in the Northwestern States, but considerable activity has

,een reported in some of the eastern and southern States. There are relatively
gli L.serw States where it does not exist to a substantial extent, but the predominant

'gain or group banking area may be said to comprise the Middle Western, West-
ern and Central States. There seem to be at present very few legal restrictions

Lni en the formation of bank groups or chains, and the continued growth of this
till stein,133:   which might be termed indirect branch banking, is thus possible generally
Je tnroughout the country.
I kS . The growth of branch banking, on the other hand, has been restricted by law
)0. ivii many States, and the branch banking area has not changed materially in recent
ras ,ears State-wide branch banking has, of course, had its greatest development

';12 California, but it has also developed to a considerable extent in Maryland,
/2 e0lorth Carolina, Rhode Island, South Carolina, and Virginia. The other States
I,- rnbraced in the principal branch banking areas are those in which the establish-
no 1(1)1,,ent of branches is restricted as to location, including New York, Michigan,
ak L gin, Pennsylvania, Louisiana, New Jersey, and Massachusetts. The branch
in ''anking area is, therefore, much less extensive than that in which chains or groups
ts (;,)Perate. It includes most of the Eastern States, and Michigan, Louisiana, and

[ ir Ua
lifornia, but very little of the central and middle western sections of the country.

his Member banks of Federal reserve system.—The branch, chain, and group banking
re aYstems, which in the aggregate had approximately $30,000,000,000 of loans
r, and investments at the end of 1929, included 923 national banks with loans
Is. and investments of $11,800,000,000 and 278 State bank members of the Federal
11, r,eserve system with loans and investments of $10,800,000,000, or a total of
es 41201 member banks with aggregate loans and investments of $22,700,000,000.
!.hese banks therefore controlled approximately 63 per cent of the banking re-
Vurces (as measured by loans and investments) of all member banks of the
l'ederal reserve system.
e, In some States the member banks that operate branch systems or belong to
gains or groups control the greater part of the banking resources of all of the
nleMber banks in the State, as is brought out in Table No. 4 submitted herewith.
It will be noted from this table that in the following States the loans and invest-
inents of member banks that operate branch systems or belong to chains or groups

- Constitute more than one-half of the loans and investments of all member banks'ti the State:

California. Maryland. North Dakota.
00 Delaware. Massachusetts. Ohio.

District of Columbia.

..-

,.-
oi Florida. 

Michigan. Rhode Island.
Minnesota. South Dakota.

Georgia.
Kentucky. 

Montana. Tennessee.CO
New Jersey. Washington.

Louisiana. New York.00

00

IS

Tables—For reference purposes, the following tables relating to branch, chain,
and group banking are attached:
unTable 1: Number and loans and investments of all banks and branches in the

ited States and of branch, chain, and group banking systems, December 31,
1929, by classes of banks.
Table 2: Number of banks and branches and number of branch, chain, and

group banking systems, by States, December 31, 1929.
• Table 3: Loans and investments of all banks and of branch, chain, and group
ganking systems, by States, December 31, 1929.
• Table 4: Number and loans and investments of all member banks in each
bate and of member banks that operate branches or belong to groups or chains,
ecember 31, 1929.
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More detailed information on chain and group banking and on branch banking
is given in the separate sections relating to these subjects.

CHAIN AND GROUP BANKING

Definition.—When the Federal reserve agents were requested to furnish the

board with reports on chain and group banking, the term "chain and group banls-,‘
ing" was defined as comprising those systems "in which any person, group 011
persons, partnerships, association or corporation has actual or potential contr.°
over the operations or policies of three or more banking units, each working on !te
own capital and under its own personnel." It is on this basis that the statistics

submitted herewith have been prepared. It should be realized, of course, that
under any definition of the term, many difficulties present themselves in endeavor-

ing to make a comprehensive survey of the subject, particularly where nonmember.

banks are involved. The sources of the information obtained by the Federal
reserve agents include examination reports of member banks, national-bank eg:
aminers, State banking departments, the management or controlling interest or

some of the groups, and in some instances press reports or similar information.
No attempt has been made in the present tabulation to distinguish between

"chain banking" and "group banking," but it is of interest in this connection to
note that the Comptroller of the Currency, in a statement made before the House
Banking and Currency Committee on February 25, made a distinction between
the two terms as follows:
"The term 'chain banking' has been in use for many years in this country t°

describe a condition in which a number of banks were owned or controlled by tieei
same individual or by a group of individuals. These so-called chains were situat!
very largely in the rural districts and the member banks of the chain were Prle"
cipally small country banks. This condition was and still is quite prevalent in
the agricultural regions of the West and South. Many of these chains have CO
to disaster through the failure of all of the banks which constituted them. During
the many years this type of bank ownership has been in existence it was not
sidered as a trend toward a fundamental change in our banking system nor did 10,
relate itself to the question of branch banking. On account of the failures
several of these chains the term 'chain banking' began to carry with it an element,
of disfavor.
"The term 'group banking' is of very recent origin and is being used to describ

what appears to be a major movement in our banking system. The principal
factor in group banking is that each group is centered around a city or metro:
politan bank through means of a holding company which owns the majority 01,
the stock of each bank thereby creating a system of banks more or less integrat.ea
in management with the central bank of the group. Its one common factor with
the older type of chain banking is that several country banks may be owned bY
a single agency. In this discussion, therefore, I shall use the term 'group bank;
ing' to mean the ownership and some element of operating control of several
banks through the medium of a bank holding company."
Summary for the United States.—As has already been noted, some of the bat1ks,.

that belong to chains or groups also operate branches, in fact, the two large°
branch systems—the Bank of Italy National Trust & Savings Association, Sal
Francisco, and the Bank of America of California, Los Angeles, with a total 0'
447 branches, are included in the Transamerica Corporation group of New Or
If all chain and goup banks are included, whether or not they operate branches,
the statistics show that at the end of 1929 there were 287 bank chains and grouP,,s
in the United States embracing 2,103 banks, as compared with 275 chains an;
groups embracing 1,821 banks at the end of June. The 2,103 banks reporte"
as belonging to bank chains or groups at the end of last year constituted about
one-twelfth of the banks in the country, while their loans and investments were
about $11,200,000,000 or nearly one-fifth of the aggregate loans and investments
of all banks in the United States.
Summary by classes of banks.—National banks reported as members of banking

chains and groups numbered 802 at the end of December, as compared witli
645 in June; State bank members 136, compared with 111 in June; and non;
member banks 1,165, compared with 1,065 in June. Loans and investments 0.1
the national banks belonging to the banking chains and groups were approgl-
xnately $5,900,000,000 or over one-fourth of the total for all national banks,
while loans and investments of State bank members belonging to the grotlPs
aggregated $3,400,000,000 and of nonmember banks $1,900,000,000.
The following table gives a summary comparison for the country as a whole.

by classes of banks, for June and December, 1929:



ng

of

be

701
its

ien
1st

or-
>er

ral
s-
of

)11
to
se
)11

to

he
ed

a-
in

ae
ag

it
of

fit

BRANCH, CHAIN, AND GROUP BANKING 453

Number of banks
Loans and invest-
ments (in millions of
dollars)

Total

Members
of groups
and

chains

Of all
banks

Of mem-
bers of

groups and
Chains

dasses of banks•December 2 
JUne_

a tienal

24, 645
25, 110

2, 103
1,821

58,461
58, 474

11, 177
8,300

h 
December 
ue

'tat ---------------------------------------         bank mein-hers:

7,403
7,530

802
645

21, 584
21, 457

5,908
4, 159

,Iftecember 
tul

e• 
 ----
al;er b-nk-s-• 

---------------------------------------
Iturt a

1,119
1, 177

136
111

14, 350
14, 259

3,397
2,509

December 16, 123 1,165 22, 527 1,872
Ninjetillne ------------ ; - - 7- - - - - - - - - - - - - -  er of groups an-a Crams:

16,403 1,065 22,763 1,632

PeeeMber 287
w Une -------------------------------- 275

pased largely on condition figures published in July, 1929.,re or 2 States the December figures for State banks are not available and the latest available abstracts
Used in these eases.

4Principal chain and group banking States.—Chain and group banking has
‘Ielted its greatest development in the Northwestern States, but it embraces

ree:1n81derable number of banks and a relatively large proportion of the banking
tii ,()11rees in many other States. There were, as a matter of fact, 25 States at
ef("

n
,,end of 1929 in which chain and group banks constituted a substantial parte number of banks or of the banking resources, as indicated in the following4e:

States

Number

Total

of banks

Members of
groups and

chains

Loans and investments
(in millions of dollars)

Of all
banks

Of members
of groups

and chains 1

N41,41,n.asota 1,046 308 901 584

e
C,algan 

1%11 Dakota -.
jork 

743
412

1,127

135
114
102

2,021
112

17, 222

1, 262
58

2,011
toic'43  1,069 88 404 46 

rklah";

1, 257
1, 765
617

87
84
85

782
3,802
901

90
1,212
103

-------

1,308 84 1,036 104
so"Sb 

raska ----------------4th
Dakoia   

ew jersey ti jersey,

340
804
387
568

75
73
61
so

460
359
137

2, 388

189
62
47
396

'k °O  960 58 917 212
415 72 198 50 
437 49 3,420 1, 528

ets
P'°11tana 
P 

-----------------  
'41111tYlvanla ion

450
195

1, 566

95
45
48

4, 225
144

5, 703

871
81
803

---------------------  235 40 258 134

---------- 
---------------------------- -------- 137 41 81 37 

234 36 260 82
tab art ---------------------ci  

1,277
104

36
26

1,199
162

158
50

411 
other-:.:tiai(;; 

--------------------------

405
6, 787

22
229

334
11,535

166
841

Total 24, 645 2,103 2 58, 461 11, 177

11,ased largely on condition figures published in July, 1929.iver., or 2 States the December figures for State banks are not yet available and the latest available abstractsused in those cases.
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Recent developments.—The first survey of chain banking made by the Federsi
reserve agents for the Federal Reserve Board was in December, 1922, the second
in June, 1926, the third in June, 1928, and the last complete survey in June, l929'

,kingSince that time monthly supplements on changes in chain and group ban
have been submitted to the board by the Federal reserve agents. The clat.?
submitted prior to June, 1929, however, are not sufficiently complete to rank le '

vilerpossible to compare the present situation with that which existed in et
o beyears, in fact even the figures as reported six months ago have since had t OPrevised considerably. It is during the last six months, however, that gr

banking has been expanding so rapidly.
Increases in the number of banks belonging to chains and groups since Jul

are confined largely to 9 States, and most of the growth is the result of the 1'01"
expansion of a relatively small number of groups, notably the Northwest Baneer
poration, of Minneapolis, which increased from 20 banks in June to 92 in Dece'ir
ber, the First Bank Stock Corporation, of Minneapolis, from 12 to 78, 

J 
a. 
ndne

the

Guardian Detroit-Union group, of Detroit, which was not in existence in , a100but comprised 35 banks in December. The number of chain and groule..) .1
at the end of June and December in each of the 9 States in which the prineiP'
increases occurred was as follows:

Increase
June to
December

Minnesota 47
Michigan 49
North Dakota 14
New York 21
Washington 16
Arkansas 17
Montana 13
Massachusetts 12
Kentucky 12

Total 201

Number of re' 
or

chain bank:

December

308
135
114
102
75
72
45
45
16

912

I Some of this increase may represent simply banks that were not known to be or were not Pre
reported as belonging to chains and groups.

Julie

261

61

56

4

711

vio0-41

,e of
Principal chains and groups.—Recent months have witnessed the rapid

quite a number of bank groups of the type referred to by the Comptroller.
recent statement before the Committee on Banking and Currency. This tlir

411of bank group is generally centered around a city or metropolitan bank thre
30"'means of a holding company which owns the majority of th,e stock of each 131 t

Examples of these newly formed groups, which are the ones in which the greatest,Nrs.
interest centers at present, are the Northwest Bancorporation and the
Bank Stock Corporation, of Minneapolis; the Guardian Detroit-Union groulb
Detroit; the First National-Peoples Wayne County group, of Detroit; the
Midland Corporation, of Buffalo; and the First Wisconsin National Bank gr'll''
of Milwaukee. Some of these groups have expanded their fields of 

operatio05
Thebeyond State lines and in one case beyond Federal reserve district lines.

chain systems which have been in existence for years, in most of which the cents Diis held by one or more individuals and wilich generally are composed of ban-L

the rural communities, do not appear to have grown materially in recent montilKs.
The principal groups and chains, with the number and loans and investine"'

of banks included therein, are as follows:
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Name and address of management or controlling interest

Number
of banks
in group
or chain
In De-
cember

Loans and
investments I

PrinCipal
Narth''ups. •

.weet Bancorporation, Minneapolis, Minn 92 1339, 754, 000nust Bank Stock Corporation, Minneapolis, Minn 78 339, 267, 000
Patxlian Detroit-Union group, Detroit, Mich 35 403, 996, 000
;iirdst Security Corporation, Ogden, Utah '25 34, 723, 000

National Corporation, Spokane, Wash 22 32, 981, MO95st National-Peoples Wayne County group, Detroit, Mich 21 705, 032, 000
rthwest Corporation, Tulsa, Okla •arst National-Old Colony Corporation, Boston, Mass 

21
20

77, 753, 000
568, 312, 000

Zeine Midland Corporation, Buffalo, N. Y 19 425, 436, 000
fV„esainerlea Corporation, New York, N. Y 18 1, 418, 361, 000
A44, Wisconsin National Bank, Milwaukee, Wis 18 168, 466, 000
prg.0-National Corporation, San Francisco, Calif 17 146, 138, 000

Securities Corporation, Syracuse, N. Y 14 115, 559, 000Pri4erpailiFitatiirolsnl Bank, Atlanta, .0a 7 104, 954, 000

egers Caldwell 1, Nashville, Tenn 66 In 308, 000

r
Bremer, St. Paul, Minn _oretnan Family, Chicago, Ill 

71
14

52, 932, OW
270, 719, 000

PI% F. Toy, Sioux City, Iowa 17 13, 056, 000
74..e• Sleeper, Bad Axe, Mich n eurrnond Bros., Oklahoma City, Okla "00. Wingfield, Reno, Nev 

16
15
12

5, 612, 000
4, 664, 000
18, 911, 000

lfalcitilargelY on condition figures published in July, 1929.
es 38 banks formerly reported in A. B. Banks chain of Arkansas.

atict of banking chains or groups.-In order to have the board's record of chain
elsasigra °oP banks include all banking institutions that might reasonably be
ren„ mod as constituting groups or cnains, the Federal reserve agents were
Tareted to include groups comprising as few as three banks. As shown in

7- 11 tro„e 6 submitted herewith, there were at the end of 1929 only nine chains or
itierPs that comprised more than 20 banks, and only 26 additional groups that
ploTded from 11 to 20 banks. Following is a distribution, according to the

loos° reZber of banks included in the groups, of the 287 bank chains and groups
‘,1'urted at the end of 1929:
"litsber of groups with-

3 banks  64
4 to 6 banks  127,
,` to 10 banks  61
11 to 20 banks  2621 to 30 banks  4
More than 30 banks  5

of50 .
1 his
tyPe

•

11eSt

FirSt
ofp,II A6-qic

f

tione
'TO
trol

101°
nthe'
00°

Total  287
qekl/Pe of chains or groups.-While it is difficult in many instances to obtain
iter Ite information as to the degree and method of actual or potential control
thr_eised by the management or controlling interest of the chains or groups,17 rather distinct types have been reported as follows:
ktk eontrol by a holding corporation which in the first instance is generally
toted by interests connected with one or more of the principal banks belonging

e,bain.
(tiree ontrol held or exercised by the principal bank in the group, either through
etoci,', ownership of stock by such principal bank or through ownership by the
3.4aolders or directors of such principal bank.

ilte,Wnership of substantial or controlling interest in a number of banks by at',Inelividual, family, or group of individuals.
10 _tile end of 1929 there were 53 groups of the first type, 44 of the second, and
Ny,"1,_ the third, but this classification according to type of control is general
111 40,2ocause the relationship between the banks is such as to make it impossible
N11„41e cases to make a definite classification. In one case, for example, a trust
44,10°411Y whose stock is entirely trusteed for the benefit of the stockholders of a

1141 bank has organized an associate company, and the latter in turn owns
100136-30--vot, 1 PT 4-11
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a majority of the stock of a number of national and State banks. Furtherniere'

the method of control is sometimes changed to meet the needs of the oce t
but regardless of how control is exercised it seems to be quite evident a ,

most of the recently formed groups there is one particular metropolitan ban.
that exercises the dominating influence over the other banks in the grouP
Examples of banks or groups that fall into each of the thred classes 

hose

mentioned, on the basis of the information reported at the end of 1929, 
folh)SV:

Name and address of management or controlling interest

Type 1 (control by holding corporation):
Northwest Bancorporation, Minneapolis, Minn 
First Bank Stock Corporation, Minneapolis, Minn 
Transamerica Corporation, New York, N. Y 
Guardian-Detroit Union group, Detroit, Mich 
First Nat.-Peoples Wayne group, Detroit, Mich 
Marine-Midland Corporation, of Buffalo, N. Y 
First Nat.-Old Colony Corporation, Boston, Mass 
Southwest Corporation, Tulsa, Okla 
First Security Corporation, Ogden, Utah 
Old National Corporation, Spokane, Wash 

Type 2 (control by principal bank):
American National Bank, Nashville, Tenn 
First National Bank, Chicago, Ill 
Peoples Pittsburgh Trust Co., Pittsburgh, Pa 
Hartford, Conn., Trust Co, Hartford, Conn 
First National Bank, Tampa, Fla 
Peoples Trust dr Guarantee Co., Hackensack, N. J 
Fletcher Savings de Trust Co., Indianapolis, Ind 
First National Bank, Dothan, Ala 
First National Bank, Atlanta, Ga 
Union Trust Co., Pittsburgh, Pa 

Type 3 (control by individual or group of individuals):
Otto Bremer, Minneapolis, Minn 
Rogers Caldwell, Nashville, Tenn 
James F. Toy, Sioux City, Iowa 
A. E. Sleeper, Bad Axe, Mich 
Thurmond Bros., Oklahoma City, Okla 
Foreman family, Chicago, Ill 
Geo. Wingfield, Reno, Nev 
0. S. Hanson, Grand Forks, N. Dak 

Number
of banks
in group
or chain
in De-
cember

92
78
18
35
21
19
20
21
25
22

15

7
7

9
7
8
7

71
66
17
16
15
14
12
14

I Based largely on condition figures published in July, 1929.

1,
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0d5)

$339 19I „d

339, ;31

412,
404
70
42 71

66.8' ,f2

32.

35,47°
512,1
0

374
21,40

0,0

ott,
52,10

131.$
14

0.6
0,2
2,7

1114Investment trusts specializing in bank stocks.—The present survey de°
include any instances where a substantial amount of bank stock is owne—d

investment trust purely as an investnuent—without any control. Such 705!
through the acquisition of additional stock, may of course give rise to a 0lu(1control over a group of banks in the course of time. There is one group in(4in the present compilation that is perhaps of this sort—that of the Got
Sachs Trading Corporation of New York which at the end of 1929 was rell
as substantially controlling 3 banks in New York, 1 in California, and
Pennsylvania, with aggregate loans and investments of $816,000,000.

Subsidiary investment and finance companies belonging to groups or chains.' di
statistics that are here presented as to banks that belong to chains or gret 

P111
s '0
3 c4not include investment banking houses, joint stock land banks, trust conilP_.10

engaged solely in trust operations, and so-called commercial credit or f!"
companies. the Federal reserve agents were not requested to list such 1.1v_Ae"-
ment or finance institutions in reporting on chains and groups, but in man) 1400
some information along this line was furnished. Examination of the r' r
indicates that the inclusion of such institutions in the group is not at all t!

climon, in fact the indications are that at least some of the groups had defint•i 0
mind the organization of such subsidiary investment and finance compni'
would make it possible for them to engage in all forms of financial operatioW nderionly commercial banking, savings bank and trust operations, but also in the
writing and flotation of security issues, furnishing of short-time commercial
for financing such purchases as automobiles and household goods, etc. erj0
An example of such affiliations are certain subsidiaries of the TransainII

Corporation, shown in the American Banker of February 20. This grouP'
addition to controlling one bank in New York and 17 in California with agg
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1°4118

rosiq, and investments of over $1,400,000,000 appears to have control over the
thstil? Nawtr.ng institutions:
a bob At tonal Bankitaly Co.8 neritalia Corporation.
P'abos erica d'America e d'Italia, Milan, Italy.
low: 

n6t_ rnearnerica-Blair Corporation.
1,-;no_poration of America.

1 
National Fire Insurance Co.

„rood Y Mortgage Co.
nvsst; Ltn! ta talY Co. of America.
rwit3titsoir Cal.if5ItalY Agricultural Credit Co.n

ornia Joint Stock Land Bank.ands)
collt'ruther instance is the Guardian Detroit Union Group, which in addition to
eoritrnog 35 banks with loans and investments of $400,000,000 was reported as

ing the following financial institutions:t,

$331475.330, 
r, 'ardian Detroit Co., Detroit.
6tieardian Detroit Co. of California, Detroit.

'403,s ReardLan Safe Deposit Co., Detroit.
Dbri tligbie Co., Detroit.

"
trni" Co. Detroit.
1(1-,911 Title &Guaranty Co., Detroit.
pe'_110nal Union Co., Jackson.
,4°Ples National Co. Jackson.
QuW„ Union Building 'Co...J. Detroit.

512,(,;; oirdian Holding Co. Detroit.
13677:i!(' jjb!°-Penna Joint-Stock Land Bank, Cleveland.
21: 81,20n Joint-Stock Land Bank, Detroit.
25,41'AO thade'Pension or failure of chain and group banks.—A comparison was recently
8,0 'i11 1.°f the board's record of all banks suspended during the period 1921-1929

isll ;,ene t t8 of bank chains and groups submitted as of December, 1922, June, 1926,
4A 'he (1'; 928, and June, 1929, and monthly supplements since June, 1929. Due to
At Ittriv peulty of obtaining definite information on chain or group banking, particti-
oz,' bank or the earlier years, such a comparison may not show all of the suspended
1315 'ha 8 that were members of so-called groups or chains, and on the other hand, it5. Y it 14,1 °P , !Nide some suspended banks which were reported as belonging to chains
011/ Dent;)oPs, though the maangement may have operated them entirely inde-illes 04'411,9Y of the other banks under the same control.& 

W 22.'41e basis of the best information available, however, it appears that a total--/ %jilt, banks with deposits of $102,000,000, reported as belonging to 50 different
.„.1vith 4.; suspended operations during the 9-year period. Of this number, 61 banks

i thig "Posits of $35,000,000 were reported as having subsequently reopened.
)3s lia°- /ritli ePaPares with a total of 5,642 banks suspended during the 9-year period

repo "oPosits of $1,720,000,000. In other words the chain banks that were
Well'id 4ektted as having suspended operations represented about 4 per cent of the total
ettfr hAok:r of suspensions and about 6 per cent of the total deposits of all suspendedIladed Sto, ,
l')° *it1C+1, /au's bearing on chain or group banking.—The board's general counsel,00 Deeb„""e assistance of the counsel of the various Federal reserve banks, recently
1 ij itooiled an analysis (X-6392) of State laws affecting the ownership of bank
Ste 

t.he 8,0Y holding corporations. No attempt has been made, however, to classify

ps.f
Illieb,‘ !tes so as to show in which States the growth of chain or group banking is, %lig 1,0 be retarded as a consequence of the provisions of State laws, in fact the

srri,e' rldob''ia! covers 19 States only, the remaining States apparently not having
'1$131, 7' b u any laws on this subject.
is.e'8 Srlt ;.F's on chain or group banking.—The following tables are submitted to supple-
' AI % '''lle above discussion on chain or group banking, in addition to the generalpv 4lict ,8 Previously referred to which relate to both branch banking and to chain
sc°10 TtlIPoP banking:lY A 

t° li 'e 5: Number and loans and investments of banks reported as belongingc ai'4,01 utle and groups, by classes of banks and by States, December 31 and1,41710, 1929.
Itite,,'"'e 6: Number of bank chains and groups distributed according to size of

and according to type of control, by States, December 31, 1929.
los IleveInPlete list of bank chains and groups, showing the number and loans and
; ill elle ".,41,sents of chain and group banks, by classes for both December 31 andse th "o, 1929, has also been prepared. A copy' of this list is printed as partgo Zt the statement by the Comptroller of the Currency in Part II of Volume I48tike; Rearings on Branch, Chain, and Group Banking before the Committee on'Ilfg and Currency of the House of Representatives.



—

458 BRANCH, CHAIN, AND GROUP BANKING

BRANCH BANKING

the..ireSummary for United States and by classes of banks.—At the end of 1929
were 822 banks in the United States that were operating branches. The to...1
number of branches operated by these banks at the end of the year was 3,547, li:88

the aggregate loans and investments of the banks and their branches
$25,100,000,000 or over 40 per cent of the total loans and investments ol
banks in the country. Adding the total number of branches, 3,547, to the tc7,
number of banks in operation in the country,

' 
24,645, gives a total of aPP,Pthe

mately 28,200 banking offices in the United States. About one-eighth of aotbio
banking offices were, therefore, branches. As stated in the first part of sod
memorandum, 119 of the branch systems with 1,415 branches and loans, up
investments of $6,300,000,000 were also reported at the end of the year as bet°
ing to bank chains or groups.

evilThere were 166 national banks that were operating 1,027 branches at the 
of the year, and the loans and investments of these national bank branch sYsteol
aggregated $9,000,000,000, or more than 40 per cent of the total for all natio, of

banks in the country. State bank members operating branches at the
1929 numbered 180, their branches 1,299, and their loans and investments $Pv",.,,a
000,000. There were 476 nonmember banks (including mutual savings trel
private banks), with loans and investments of $6,200,000,000, operating 1,'
branches, at the end of 1929. stlfrDevelopments during last six months of 1929.—Since the last report was
mitted on branch banking as of the end of June, 1929, there has been a net increrhe
of 107 in the total number of branches in operation and a net increase of 4 io '„t
number of branch systems. This net increase in the number of branches isL

about the same annual rate as during the last three years. Some of the liffe
branch banking States, however, show but little increase in the number of bralleirhe
in operation for the 6-month period; for example, California, and Michigan.
principal increases for the period were in New York, Ohio, Pennsylvania,
Massachusetts. tgas
Although there was a net increase of only 4 in the number of branch SYS": ol

during the last half of 1929, there were actually 36 banks operating branehe'fbe
the end of 1929 that had no branches whatever in June, this gross addition to
list of branch systems being offset partly by the fact that 25 branch sYsterr
went out of existence through merger with other banks, 6 banks suspended oPe
tions, and 1 bank abolished its branches. theThe net increase of 107 in the total number of branches in operation jO, the
6-month period is the result of the establishment of 82 de novo branches all° 49
conversion of 81 banks into branches, partly offset by the discontinuance of of
branches through merger with other branches or otherwise and the closing re
7 branches following the suspension of the parent banks. In other words, theof
were 163 new branches in operation at the end of 1929, as compared with Junta
the same year, while 56 of the branches that were in operation six months ear'
went out of existence. •
Branch banking since passage of McFadden Act.—At the time that the Mor,tedlicP

den Act was passed, on February 25, 1927, there were 779 banks in the V11̀ ,,e0
States that were operating 1,929 branches in the head-office cities and 971 brarlo're
located outside such cities, or a total of 2,900 branches. Since that time th„eet
has been a net increase of 43 in the number of branch bank systems and it
increase of 647 in the number of branches in operation. Most of the inere!,-A
represents branches located in head-office cities, the number of which inere of
from 1,929 to 2,432, or by 503. The number of branches located outside
head-office cities increased from 971 to 1,115, or by 144. The annual increas;
in the number of branches has averaged over 200, and this rate has been alai
tamed in the last six months. +het

Although there were 206 banks operating branches at the end of 1929 "'se
had no branches whatever when the McFadden bill became a law, there 1:1_,e
been a net increase of only 43 in the number of branch systems since the passM,
of that act. This is due to the fact that 120 branch systems went out of
ence through merger with other banks, 15 suspended operations, and 28
ished their branches. Of the 28 banks that have abolished their branches tall
February 25, 1927, 26 had only 1 branch each and 2 had 2 branches each.

It is also found that of the 2,900 branches that were in operation on Febroa'„A
25, 1927, 224 have since gone out of existence-194 having been discontin1.17,
or merged with other branches and 30 going out of existence following the It
pension of the parent bank. There was a gross increase of 871 in the nun'
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el braha, riches, of which 511 were established de novo and 360 were independent
the that were purchased and converted into branches. Since the passage of
sizc, °Fadden Act there have been a number of mergers of some rather large

ranch bank systems, thus bringing to existence even larger systems, the
riPal ones being as follows:

co:fie Southwest Trust & Savings Bank, Los Angeles, with 100 branches
pir dated with First National Bank and its 1 branch to form the Los Angeles-

National Trust & Savings Bank.
.'eenrity Trust & Savings Bank, Los Angeles, with 54 branches, consolidatedwith T

11 Angeles-First National Trust & Savings Bank and its 95 branches to
VI t 

4,
he Security-First National Bank.

147,"Ples State Bank, Detroit, Mich., with 46 branches, consolidated with the
„Yoe County & Home Savings Bank and its 47 branches to form Peoples-
*,'n

e
e County Bank.R number of branches operated by national banks and by State bank mem-

izat. of the Federal Reserve System has been materially affected by the national-
_1011 of a number of large bank branch systems in California, either directly or
'florger with existing national banks. These include the Bank of Italy of

'an Pr •anctsco, the Pacific Southwest Trust & Savings Bank of Los Angeles,
1,r, the Security Trust & Savings Bank of Los Angeles, which had a total of 425
t "hes when the McFadden bill became a law. Therefore, it is found that•Iartlytfen because of this fact the number of branches of national banks increased
I N I 390 on February 25, 1927, to 1,027 at the end of 1929, while the number of
1), I,cfle.s of State bank members declined from 1,560 on February 25, 1927, to
the ') at the end of last year. There has also been a considerable increase in
ah, 'lumber of branches of nonmember banks, of which there were 950 on Febru-

5, 1927, and 1,221 at the end of 1929.
°110wing is a summary showing the number of branch systems and the num-

ehLof branches in operation on February 25, 1927, and December 31, 1929, by
'48e5 of banks:

Class of bank

Number of
banks operating

branches

Total  

kti°2111 banks 
tit4te' rank membershf„, ',fink nonmembers
8,,r:931 savings bunks 

ate banks 

Dec. 31,
1929

822

Feb. 25,
1927

Number of
branches

Dec. 31,
1929

Feb. 25,
1927

779 3,547 2,900

166
180
407
65
4

145
189
387
50
8

1,027 390
1,299 1,560
1,115 863

99 76
7 11

bob(l'clopments since June, 1924.—The first complete statist'cs gathered by the
ittard on branches of both member and nonmember banks were for June, 1924,
htvhich time 714 banks were reported as operating a total of 2,293 branches.
e ere was, therefore, an increase of approximately 600 branches in the three
Oltrs preceding the McFadden Act, about the same rate of growth as has takenie ee since that act was passed. National banks at the end of June, 1924,mere operating 248 branches, State bank members 1,137 branches and non-
triber banks (including mutual savings and private banks) 908 branches. Of
4 total number of branches in operation in June, 1924, 785 were located out-

the head-office cities and 1,508 in the head-office cities.
t...o the five and one-half years ending with December, 1929, there wo.s an increaseZ.430 in the number of branches located outside head-office cities and an increasaof' 924 in the number of branches located in head-office cities, or a total increasef
o

.,1,254 branches. This comparison is shown in more detail in accompanying

ittrrincipal branch banking States and cities.—The 3,547 branches in operationvost.he end of 1929 were located in 30 States, 1,286 being located in 10 Sates inViell State-wide branch banking is permitted by law or implication, 2,207 inin_qo 12 States in which the operation of branches is permitted but restricted as tolit ation, and 54 in 8 States in which the further extension of branch bankingorProhibited by law. There are, therefore, branches in operation in three-fifthsthe States, but the great majority of the branches are located in a relatively
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few States, in fact two-thirds of the total number are in 5 States—Cali
foreLs'

New York, Michigan, Ohio, and Pennsylvania. Four other States, however,

had more than 100 branches in operation at the end of 1929--Massachuse'

New Jersey, Louisiana, and Maryland.

What might be termed as "local" branches, i. e., branches located in the sal

city as the parent banks, are largely confined to a few of the principal eitioes432

the country, in fact 10 cities account for 1,659 of 68 per cent of the total .t

local branches. The number of branches in operation in each of these 
cities P

the end of 1929 was as follows:
85

New York 580 Cleveland ___________________ 73
San Francisco a 97 Buffalo ______________________- 65
Los Angeles a 201 Baltimore ____________________ 66
Detroit a 309 Boston ______________________ a 50
Philadelphia 133 Cincinnati _________________ - - -

Size of branch bank systems.—At the end of 1929 there were 18 banks that wens'
operating more than 30 branches, the two largest being the Bank of Italy Nat,j.

Trust & Savings Association, San Francisco, and the Bank of America of ro.

fornia, Los Angeles, both of which are controlled by the Transamerica CorPeup,
tion group. Three of the other large systems also belong to a single

viz., the Peoples-Wayne County Bank, the First National Bank and the Fe1111 0d

lar State Bank of Detroit, Mich., which had a total of 158 branches at the

of 1929 and which are all part of the First National-Peoples Wayne Collate

group. In addition to the 18 branch systems that were operating 30 or lei

branches at the end of 1929, there were 41 banks operating 11 to 30 bra° eh

and 41 other banks operating 6 to 10 branches. More than half of the bras

systems, however (448 out of 822) had only 1 branch each, 150 had oalY

branches, and 124 had 3 to 5 branches.

On February 25, 1927, when the McFadden bill became a law, there Were

branch systems with 30 or more branches.

The following list shows the large branch systems in operation both on Feb:

ary 25, 1927 and December 31, 1929, and the disposition made of those sYstfai

which were in operation when the McFadden Act was passed but have 51.

merged with other systems:

Number of bratalles

Location and name of parent bank

Feb. 25, 1927

Bank of Italy National Trust & Savings Association, San Francfsco 
Bank of America of California, Los Angeles I 
Security-First National Bank, Los Angeles 

(3)
(4)

I 278

Pacific Southwest Trust St Security Bank, Loa Angeles 98
Security Trust dz Savings Bank, Los Angeles 49
California Bank, Los Angeles  45
Merchants National Trust & Savings Bank, Los Angeles 34
Citizens National Trust & Savings Bank, Los Angeles '24
American Trust Co., San Francisco 92
Peoples-Wayne County Bank, Detroit (')
Peoples State Bank, Detroit 46
Wayne County & Home Savings Bank, Detroit 45
First National Bank, Detroit 2
Peninsular State Bank, Detroit 29
Corn Exchange Bank, New York City 62
Bank of Manhattan Trust Co., New York City 40
Bank of United States, New York City 
Manufacturers Trust Co., New York City 14
National City Bank, New York City 18
Public National Bank, New York City 27
Bank of America, N. A., New York City 7
Cleveland Trust Co., Cleveland 52
Marine Trust Co., Buffalo 32

I This was a State bank member on Feb. 25, 1927.
Not members of the Federal reserve system.
This branch system is the result largely of mergers of smaller branch systems and the purchave

conversion into branches of a number of independent banks.
'rhe Security-First National Bank is the successor of the First National Brink, the Pacific Southo'01

Trust and Savings Bank and the Security Trust and Savings Bank.
Absorbed by the Bank of America of California.

''Phi, was a nonmember bank on Feb. 25, 1927.
The Peoples-Wayne County Bank resulted from the conversion of the l'eoples State Bank and I"

Wayne County and Home Savings Bank.
I Increase in the number of branches due largely to the absorption of other branch systems.

• Exclusive of those branches whose head offices are located in other cities.

s
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aiPertTiches located in small cities.—In connection with the branches located out-tin., ae head office, numbering 1,115, or nearly one-third of all branches in opera-
these 

at the end of 1929, it is interesting to find that by far the greater number of
otese "outside " branches are located in small towns and cities. Of the 1,115n:side branches, 612 were in fact located in places that had less than 2,5001;`,'13;irlation in 1920, including. 208 in California, 54 in Louisiana, 44 in Maine, 52
it1 lil.arYland, 46 in North Carolina, 34 in South Carolina, 32 in Tennessee, 28
br„,inia, 21 in Mississippi, and 93 in 15 other States. Besides these 612

located in places of less than 2,500 population, there were 136 branches
2iaces that had a population of 2,500 to 5,000 and 86 in places with population

i
0,000 to 10,000. There were 281 "outside" branches reported as being locatedcities with a population of 10,000 or more, but this figure represents largely4,!Iches of the state-wide branch systems in California whose headquarters are

eiti3an Francisco and Los Angeles but which have branches in such other large
,k8 as Oakland, Sacramento, San Diego, Long Beach, and Pasadena.

11104 Ile first tabulation made of branch banking according to size of towns in which
bra branches are located was for June, 1928, at which time there were 572

'Iches in places having a population (in 1920) of 2,500 or less. During the
ofl'illing Year and a half, therefore, there has been an increase of 40 in the number

anches located in such small places.
viethod of establishment of branches.—More than two-thirds of the branches

304 were in operation at the time that the McFadden bill became a law were
k;aalled de novo branches, i. e., established as branches in the first instance.
ba t4as of the remaining branches had at one time been in operation as independent
1  8i having been purchased and converted into branches, but in a number of
,71.ances the method of establishment was not ascertained. The number of de
tZ0 branches has increased by 383—fro 1,996 to 2,379—since the passage of
07 

m 
 McFadden bill, while the number of independent banks purchased and
verted into branches (including branches for which the method of establish-

eSt Was not reported) has increased by 264.
t00._ a novo branches of national banks numbered 635 at the end of 1929 out of a
0 141 of 1,027 branches; State bank members operated 967 de novo branches
nt4 of a total of 1,299; and nonmember banks (including mutual savings and
irtirivate banks) 777 out of a total of 1,221. National banks show a considerable
crease, since the passage of the McFadden Act, in the number of branches

;teulting from the conversion of independent banks, but this is due largely to
e,e fact that some of the large State bank branch systems nationalized or were

olidated with national banks after the passage of the McFadden Act.
I he following table gives a classification of the number of branches in operation
Pebruary 25, 1927, and December 31, 1929, according to method of establish-

Total
branches

De novo
branches

Independ-
ent banks
contvnetroted

branches

Method of
establish-
ment not
reported

lases of banks:
an. 25, 1927_ SC. 31, 1929 

2, 900
3,547

1, 996
2,379

73.5
1, 017

169
151ma! banks:

1.i. 25, 1927 390 279 88 23Sc. 31, 1929 
hank members:
)1). 25, 1927 

1,027

1, 560

635

1,034

368

471
24

66
Sc. 31, 1929 
hank nonmembers:
i b. 25, 1927 
3e. 31, 1929 

1,299

863
1,115

967

627
(197

296

174
351

36

62
67'll savings banks:

b. 25, 1927 76 53 2 21C. 31, 1929 
e banks:
,b. 25, 1927 

99

11

77

3  

2 20

8Xi. 31, 1929 
7
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Interstate branch banking—There are two instances of banks operating branch!!!
in States other than those in which the parent banks are situated. The BIlus
of California, N. A., San Francisco, a conversion of the Bank of California
national bank in 1910, operates 1 branch in Portland, Oreg. ; 1 in Seattle, Wafla
and 1 in Tacoma, Wash., all of which became branches of the Bank of Californe

in 1905. Prior to 1905 they were branches of the London and San Francis

Bank (Ltd.), which was succeeded by the Bank of California. The other e
is that of the First Camden National Bank & Trust Co., New Jersey, wilicee
operates a branch in Philadelphia. This branch originally came into exisien
in 1813. 

t ledSuspension or failure of branch bank systems.—On the basis of reports subnn
to the Federal Reserve Board on bank failures or suspensions and on brain',
banking, it appears that during the 9-year period 1921-1929, a total of 41 bran ell_al

is

bank systems suspended operations. These branch systems were aPerati

9 branches in head office cities and 71 branches outside such cities. The WI
deposits of the 41 banks and their branches were $49,000,000. Five of the hrd,_11,e
systems, 4 of which were operating 1 branch each and 1 operating 2 brittle"'
subsequently reopened. Later one of the systems again closed. the
Of the 41 branch systems that were reported as having suspended during -

period 1921-1929, 29 had only 1 branch each, 6 had 2 branches, 2 had 3 branchesi
2 had 4 branches, 1 had 5 branches, and 1 had 20 branches. The latter han.,5
and its branches at the time of suspension were reported to have had depot°
of $2,805,000.

Following is a summary covering the suspension of branch bank qysten
during the 9-year period.

Year

Number
Dt branch
bank

systems
suspended

Total
deposits

Number of branches
in operation Branch systems reopened

Numb"
of

 ------

In head
office
city

Outside
head
eke
city

5  

Num
ber

------

Deposits

1921 
1922 

5
II

$10, 917, 000  
1, 151, 000  ............

1923 1 28,000  1 ------ ..........
1924 4 1, 365, 000  $46,000
1925 2 2, 209, 000 1  
1926 11 7, 448, 000  33 2 814,000
1927 8 2, 851, 000  7  
1928  4 2,895, 000 7  
1929 10 19, 955, 000 7 11 5, 882, 000

Total 41 48, 819,000 9 71 4 6, 742, 001

I This bank reopened but closed again and is not therefore included with the reopened banks.

State laws relating to branch banking.—The board 'a counsel, with the assistance
of the counsel to the various Federal reserve banks, recently prepared an tiP-t°,;
date digest (X-6528) of State laws relating to branch banking. The sumlusr,"„
statement that accompanied this digest, in which the States are classified int,'
four groups, is shown below. It will be noted that under the provisions of State
laws, state-wide branch banking is permitted in 9 States; it is permitted within
limited areas in 10 States; and in 22 States it is prohibited entirely (except as ,t°
branches in operation at the time the prohibitory legislation was enacted"'
Seven States have no legislation regarding branch banking, but this inc1ud0
Kentucky, in which the establishment of additional offices or agencies is permitted

under court decisions, and Michigan, where the State banking department 1)/i
raised no objection to the establishment of branches in cities in which the paro",
banks are located. There were 28 branches in operation in Kentucky at the eh"
of 1929 and 439 in Michigan, as compared with 13 and 401, respectively, on Feb'
ruary 25, 1927, when the McFadden bill became a law. The District of Colunibis
is not included in this summary, but banks in Washington may establish branches
anywhere in the district.

According to information which has come to our attention, four States—Mon-
tana, Nebraska, Iowa, and West Virginia—have enacted legislation prohibiting
the establishment of branches since the passage of the McFadden Act. The
State of Georgia passed similar legislation in 1927, but in 1929 the law was again
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tleoded to permit the establishment of branches in head-office cities, providedpiell Cities have a population of not less than 200,000. In New Jersey the State
?ti

nditions
as amended in 1927 to permit the establishment of branches under the same

as govern national banks. In Pennsylvania, legislation was enacted
th 1927 permitting the establishment of branches within the corporate limits of
°se cities in which national banks were operating branches on March 1, 1927.
Vermont legislation was recently enacted permitting the establishment of

'igencies, which for all practical purposes seem to the be same as branches.

Summary of State laws

States permitting
state-wide branch
banking (9)

States permitting
branch banking
within limited
areas (10)

States prohibiting
branch banking
(22)

States having no
legislation regard-
ing branch bank-
ing (7)

Arizona. Oeorgia., Alabama. Kentucky."
California. Louisiana.s Arkansas. Michigan."
Delaware. Maine.s Colorado. New Hampshire.
Maryland. Massachusetts.s Connecticut. North Dakota.
North Carolina. Mississippi.s Florida. Oklahoma.
Rhode Island. I New Jersey., Idaho. South Dakota.
South Carolina. New York.s Illinois. Wyoming.
Vermont .l
Virginia.

Ohio.,
Pennsylvania."

Indiana.
Iowa.

Tennessee." Kansas.
Minnesota.
Missouri.
Montana.
Nebraska.
Nevada.
New Mexico.
Oregon.
Texas.
Utah.
Washington.
West Virginia.
Wisconsin.

12 tot provisions regarding branches, but state-wide establishment of "agencies" permitted.
zn9nicipality.

etunielPality or parish.
aunty or adjoining county., !glue town

offilbe
oily, town township, borough, or village., ity limits.

itii! city or city or village contiguous thereto.
,orporate limits of same place.
aunty.

age,:̀ 9 Provisions regarding branches, but court decisions permit establishment of additional offices or
to receive deposits and pay checks.

enahnIslustrial banks may establish branches in city or village of head office, but no provisions coveringh
ment of branches by other banking institutions.
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TABLE 1.—Number and loans and investments of all banks and branches in the,,
United States and of branch and chain or group banking systems, December Si
1929, by classes of banks

[Loans and investments in millions of dollars]

Total, all classes
of banks National bank.'

State-bank
 members

Nonni
banks I
mutu'ai

and P
bar

Number
of banks

or
branches

Loans
and in-
vest-
ments

Number
of banks

or
branches

Loans
and in-
vest-
manta

Number
of banks

or
branches

Loans
and in-
vest-
manta

Number
of banks

or
branches

All banks (head offices) in United
States I 

Branches 

Total, all banking offices  

Banks belonging to chains or
groups but operating no

12 branches 
Banks belonging to chains or
groups and opearting branches:
Head offices (parent hanks).. _
Branches 

Banks that do not belong to
chains or groups, but operate
branches:
head offices 
Branches 

Independent unit banks (banks
that do not belong to chains or
groups and do not operate
branches) 

24, 645
3, 547

(2)
(2)

7, 403  
1,027  

1, 119  
1,299  

16, 123
1, 221

28, 192 58,401 8,430 21, 584 2,418 14, 350 17, 344

1, 984

119
1,415

703
2, 132

21,839

4,913

6,264
(2)

18,839
(2)

28,445

757

45
650  

121
477  

6,480

2,825

3,083

5,906

9,770

98

38
600  

142
699  

841

901

2496

7,448

3,505

1, 129

36
265

440
956

14,518

tuner
chiding
avings
ivate
ks

DAP'
and or
vest-
mesa

22,50

1,186

636

6,40

15,171

I Excluding private banks not under State supervision. For 2 States the December figures for State
banks are not available, and in these cases the latest available abstract was used.

Separate figures not available.

TABLE 2.—Number of banks and branches and number of branch and chain or grouP
banking systems, by States, December 31, 1929

Number of banks that be-
long to chains or groups

Banks that do
not belong
to chains or

State

Total
number

of
banks
(head

Total Total
number

of
branches

Total
number

of
bank-
log

groups, but
Orate branches

Number
offices) offices Operat- Oper- of Number Number

ing no ating branches of of
branches branches oper-

ated
banks branches

United States 24, 645 3, 547 28, 192 1,984 119 1,415 703 2, 132

Alabama 350 19 389 22  5 19
Arizona 46 22 68 6  7 22
Arkansas 415 3 918 72  2 3
California 437 863 1, 300 41 8 547 45 316
Colorado 274  274 16  
Connecticut 237  237 8  
Delaware 47 13 60 3  7 13
District of Columbia_ __ 41 24 65  12 24
Florida 235  235 40  
Georgia 405 39 444 19 3 20 13 19
Idaho 137  137 41  
Illinois 1,765  1,785 84  
Indiana I 981 9 990 16 1 5 3 4
Iowa 1,287  1, 257 87  
Kansas 1,069  1,069 88  
Kentucky_ _ _  572 28 f.00 13 a 13 7 15,
Louisiana 225 106 331 8 2 9 40 97

Includes June 30, 1929, figures for State banks.

lode'
Pod'F30
unit
bauxs

21,339

323
33
341
343
258
2

211

29
37

10
370

2281
gal
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Lg 

2.—Number of banks and branches and number of branch and chain or group
banking systems, by States, December 31, /929—Continued

Number of banks that be-
long to Chains or groups

Banks that do
not belong
tO chains or

Total
number Total

Total
number

groups, but op-
erate branches Jude

State of
banks

number
of

of
bank-

pend-
ent

(head branches lug Number unit

offices) offices Operat-
lug no
branches

Oper-
ating

branches

of
branches
oper-
sled

Number
of

banks

Number
of

branches

banks

and-  -------------- 133
230

63
124

196
354  

7 5 21 19
30

42
124

102
20C

setts 450 161 611 32 13 53 75 108 336Ian 743 439 1,182 109 26 353 36 86 572
sota 1,046 6 1,052 306 2 6  738stproi 2 311 25 336 20 1 2 10 23 2801nr la' 1, 277  1, 277 36  1, 241

195  196 45  150
804 2 806 73  2 2 729

---------------- 35  35 13  22
tanPshire 123  123  123
)rsey 568 103 671 47 13 27 42 76 466
1exico 56  56 9  47
ork 1,127 722 1,849 84 18 271 88 451 937
Carolina 416 77 493  39 77 377
Dakota 412  412 114  298
ii" -------------- 1,015

617  
268 1,283

617
3
85  

3 18 12 250 957
532

; --------------- 234 1 235 36 1 1 197
,vania - 1,566 185 1,751 41 7 13 73 172 1,445
Island 33 35 68 2 1 14 10 21 20
•arolina 217 57 274 2 11 57 204
)akota 387 387 61 326
See 484 88 552 21 11 37 21 31 431
--  1,308 1,308 84  1,224
. ---------------- 104 104 26  78
kt 104 10 114 1  7 10 96
1 474 61 535 39 61 435
gton 340 5 345 74 1 2 2 3 263
irginia 297 297 297
Ha 960 9 969 57 1 4 5 5 897
rig 86 86 32  54
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TABLE 3.—Loans and investments of all banks and of branch and chain or
banking systems, by States, December 31, 1929

[Amounts in millions of dollars)

State

All banks
in United
States (in-
eluding
branches)

Banks that
chains or

belong to
groups

Banks that
do not

belong to
chains or
groups but
operate
branches

Operating
no

branches

4,913

Operating
branches

United States. 58,461 6,264 18, 839

Alabama 282 32  13
Arizona 198 18  25
Arkansas 81 50  2
California  3, 420 178 1,354) 1,339
Colorado 262 30  
Connecticut  1. 336 37  
Delaware._ 167 1  106
District of Columbia 215  147
Florida 258 134  
leorgia 334 31 135 28
Idaho  81 37  
Illinois .  3, 802 1,212  
Indiana  1 897 19 22
Iowa 782 90  
Kansas  
Kent ucky 

404
554

46  
37 87 70

Louisiana 429 17 16 231
Maine 433 21 49 81
Maryland 837  316
Massachusetts  4, 225 91 780 1,043
Michigan 2,021 302 960 225
Minnesota 901 402 181  
Mississippi 222 12 3 27
Missouri 1,199 158  
Montana 144 81  
Nebraska 
Nevada 

359
as

62  
20  

8

New Hampshire 811  
New Jersey 2,388 160 7.16 829
New Mexico 41 3  
New York 17,222 226 1,785 10, 362
North Carolina 370  151
North Dakota 112 58  
Ohio 2,691 32 54 1,37.)
Oklahoma 401 103  
Oregon 260 82  1
Pennsylvania 5, 703 668 135 1,807
Rhode Island 533 11 142 233
South Carolina 169 8  57
South Dalcota 137 47  
Tennessee 430 23 126 70
Texas 1,036 104  
Utah 162 50  
Vermont 250 1  27
Virginia 551  191
Washington 480 120 68 3
West Virginia 345  
Wisconsin 917 77 135 40
Wyoming 58 22  

Includes June 30, 1929, figures for State banks.
Inolulespetober 4, 1929, figures for State banks.
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T4R.I.E 4.- - -.17nnyber and loans and inreelments of aft member banks in each 'Male, and of snennbes banks Mal ”peres/e breznehrer be/Kona in grn”poror chains, by Slates, December 31, 19e,9

(Loans and investments in millions of dollars]

State

I Total member
! banks thatAll member I belong to groupsbanks I or chains or
' operate branches

Member banks
that belong to
chains or groups
but operate no

branches

Member banks" ! Member banks
that belong to that do not
chains or groups belong to chains
and operate or groups but
branches operate branches

Independent
unit

banks

Num-
her

member

Loans
and in-
vest-
ments

c)

Num-
ber

Loans I
and in- Num-
vest- her
ments

35,934 , 1,201

Loans
and in-
vest-
ments

Num-
ber !

855 !

Loans
and in-I
vest-
ments

Num-
ber

Loans
and in-
vest-
ments

Num-
her 
her

263

Loans
and in-
vest- 
mentsen

United States I 8,522 ! 22,659 3,726 83 5,579 13,354 ' 7,321 13,275

Alabama 119 211 14 31 13 31  1 (I) 105 180
Arizona 17 42 a 21 1 6  2 15 14 21
Arkansas 94 125 17 33 17 33  77 02 0:-
California 217 2,474 43 2,124 26 159 4 1,018 13 947 174 350 :1Colorado 123 218 ' 11 23 11 I 23  112 195 t7Connecticut 87 306 4 4 4 4  63 302
Delaware _ 20 ao 2 47  2 47 18 33 0
District of Columbia 12 127 6 82  82 6 45 PI
Florida 61 164 19 120 19 120  42 44 0
Georgia 
Idaho 

115
60

245
54

18
15

176
26

11
15

29
26  

3 135 4 12 97
45

69
2s It

Illinois 
Indiana 

544
234

2,575
436

29
5

919
39

29
3

919  
5 1 22 1

515
12 L 229

1,656
397 0:1

Iowa 291 350 34 69 34 69  ! 257 281 9-
Kansas 252 203 25 26 25 26   ! 227 177 z
Kentucky 
Louisiana 
Maine 

145
42
55

328
283
145

15
12
6

180
196
18

5
5

31
17
15  

3
1

87
13

3
6
1

62
166
3

130
30
49

148
87
127

04

Maryland 
Massachusetts 
Michigan 

8,5
177
273

322
1,691
1,460

5
57
73

164  
1,310 24 1
1,236 32

71
143

10
21

764
931

5
23
20

164
475
162

SO
120
260

158
381
224

Minnesota 276 535 134 469 132 , 288 2 181  142 66
Mississippi 38 77 3 9 2 I 8  1 1 35 68

'Less than $500,000.
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TABLE 4.--Number and loans and investments of all member banks in each State, and of member banks that operate branches or belong to groups
or chains, by States, December 31, 1929--Continued

[Loans and investments in millions of dollars]

State

I Total member I
I banks that ,

All member belong to groups
banks or chains or

operate branches

Member
that belong
chains
but operate

branches

Num.

her

banks
to

or groups
no

Loans
and in-
vest-
ments

Member banks
that belong to
chains or groups
and operate
branches

Member banks
that do not

belong to chains
or groups but

operate branches

Independent
unit member

banks

Num-
ber

Loans dans
and in- Num- andin-
vest- her mveesntts-
ments

Num-
ber

Loans
and in-
vest-
ments

Loans
Num- I and in-
ber I vest-

ments

Num-
ber

Loans
and in-
vest-
ments

Missouri 187 858 14 137 14 137  173 719
Montana 88 113 21 69 21 69  67 44
Nebraska 160 190 24 54 22 46  2 8 136 136
Nevada 10 18 3 8 3 8  7 10
New Hampshire 57 73  57 73
New Jersey 364 1,525 69 816 32 98 8 109 29 609 295 709
New Mexico 29 30 5 2 5 2  24 28
New York 666 11,00.5 124 9,798 55 170 15 I, 692 54 7,936 542 1,207
North Carolina 72 174 6 57  6 57 66 117
North Dakota 122 71 44 44 44 44  78 27
Ohio 388 1,958 30 1,247 2 30 3 54 25 1,163 358 711
Oklahoma 294 331 55 97 55 97  239 234
Oregon 120 214 24 75 23 74  1 1 96 139
Pennsylvania 948 3,705 54 1,700 21 589 4 128 29 ! 983 894 2,005
Rhode Island 
South Carolina 

14 328 7
55 98 6

303
45

1
1

7 1
3  

142
g 

154
42

7 25
49 53

South Dakota  101 69 34 37 34 37  67 32
Tennessee  104 285 15 162 6 6 99 4 57 89 123
Texas  689 861 28 92 28 92  661 769
Utah 
Vermont 
Virginia_ 

42 86 10
46 70 1
172 391 11

32
1

156  

10
1

32  
1  

11 156

32 54
45 69
161 235

Washington  146 317 32 171 30 100 1 69 1 2 114 146
West Virginia  131 202  131 202
Wisconsin 172 480 24 219 20 46 1 135 3 as 148 261
Wyoming 28 34 10 15 10 15  18 19

o
x
i
m
x
v
a
 a
n
o
u
e
 a
x
v
 '
x
i
v
n
o
 



TABLE 5.—chain or group banking of the end of December and June, 1929: Summary by Stales and classes of banks, showing number and
loans and investments of banks belonging to chains or groups

[Figures of loans and investments for both December and June are based largely on June, 1929, Bankers' Directory, and are in millions of dollars)

State Total

Number of banks

National State member

Loans and investments

Nonmember Total National

I ecem-
ber June

Decem-
ber June ber June recem- Juneber

United States  2,103 1,821 802 6451 645 136

Alabama   22
Arizona  6
Arkansas   72
California  49
Colorado  16
Connecticut  8
Delaware  3
District of Columbia 
Florida  40
Georgia  22
Idaho  41
Illinois  84
Indiana  17
Iowa  87
Kansas  88

19
6
55
51
16

3

43
20
41
79
10
83
8.5

Kentucky  16 4
Louisiana  10 t 10
Maine  12 5
Maryland 
Massachusetts  45 33
Michigan  135 86
Minnesota  308 261
Mississippi  211 21
Missouri  36 34
Montana  4.5 I 32
Nebraska  73 68
Nevada  13 16
New Hampshire 
New Jersey  60 1 56
New Mexico  9 8

13
1
15
29
11
4

19
9
11
20
3
33
24
10
6
5

27
28
132
2
9
16
22
3

10
1
10
30
11

2

 \ 
I

111 1,165 1,065

14

11
19
2
31
22
4
6
2

5
4
9
1

2

Decem-
ber

11,177

June

8,300

Decem-
ber

9' 9
5 , 5

2 55 43
3 19 18

5 5
4  
3 3

4
8

19
9

103
2
9
8
18
4

7
25
2

5

6
12
2

5
3

21 29
8
26
55
13
53
63
4
4

11
82
174
19
22
24
51
10

8
28
52
7
51
62

4
3

8
65
156
19
20
21
50
12

26
5

25
5

14 14 20
4

17

32
18
50

1,528
30
37
1

7
18
41

1,476
ao

1

134
166
37

1,212
41
90
46
124
33
70

871
1,262
584
15
158
81
62
zo

396
31 3

5,906

31

June

State member Nonmember

Decem-1
ber

4, 159 3,397

June

2,509

Decem-
ber

1,872 1,632 
0

6
22
952
23
4

7
6
15

848
23

11
225

129 120
1571 144
37' 17
996 729
ao , 4
73! 68
44, 24
8 78
33' 30
53 15

530
428
269
15
157
45
27
23

762
366
467

26
41
46
8

3581 97
3 2

94
143
17

863
4
51
22
8
30
10

011
226

21 14
9 9

190 61
22 22
1 1
1
40

1
12
17
350
7
33
1

14
402

1 X

14
2
11
293
14
21
20
7
3
55

281
21
194
8
26
13
14
9

73
708
2

111
29

225
348
2

36
188
115
8
20
12
16
12

35
1 CD

11 td
271 0

:1 G1

21 hs

20 t0:1
0.

3
43

25
59 q)74
8
20
9
13
14

98
2

109 76 190
1

184
1

prN.
Ob
cf,



TABLE 5.—Chain or group banking at the end of December and June, 1929: Summary by States and classes of banks, showing number and 41"
loans and investments of banks belonging to chains or groups--Continued

[Figures of loans and investments for both December and June are based largely on June, 1929, Bankers' Directory, and are in millions of dollars]

State

Number of banks Loans and investments

Total National

June

State member

Deem-
her June

Nonmember Total National State member Nonmember

Decent
bar June Decem-ber

Decem-
ber June Decem-

ber
June

 Decent-
her

June Decem-
ber June Dittin" June

New York 102 81 52 45 IS 16 32 20 2,011 1,571 624 576 1.2311 861 149 134
North Carolina 
North Dakota 
Ohio 

114
6  

100 44
2  

30  
3  

70
1  

70 58
86  

44 44
31  

30  
54  

14 14
2  

Oklahoma 85 82 54 45 1 30 38 103 96 97 89  6 7
Oregon 36 33 18 16 5 13 12 82 82 71 69 3 3 8 10
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 

48
3
2
61

48
3
2
54

15
1
1

15 11) 10 23
1 1 1 1
1   1

24 3 3 27

23
1
1
27

803
153

47

782
153
8
39

344
7
3
36

344

3  
28

374
142

2

352
142

2

86 86
4 4
4 4
9 9

Tennessee 
Texas 
Utah 

32 23
84 79
26 27

11
25
6

8  
21 3
6 4

21
3 56
4 16

15
55
17

149
104
so

92
89
50

105
78
29

62  
62
29

14
3

14
3

44
12
18

30
12
18

Vermont 1  1  1  
Virginia 
Washington 75 59 28 22 3 1 44 36 189 79 154 63 1.5 1 20 15
West Virginia 
Wisconsin 58 53 21 19  37 34 212 205 181 175  31 30
Wyoming 32 32 9 9 , 1 22 22 22 22 15 15  6
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T.
"LE 6.—Chain or group banking at the end of December, 1929; number of groups

in each State, distributed according to size and according to type of group

A
Cal
t

Co
CO
eI

PI
0

,rai

ICoo
ar

ire
Lou
Ala

Alic
Ali
Ali
Ali
".10

,Aeb

New
New
Ort

ev
Ne

Icor
Ohi

,vreg
en
Rho
Snut
SnUt
Ten
,,Tex

er
Irgi
WOO
ilYest

18
IV 3,0

State

Total
n um-
ber of

'

Number of groups controlling Number of groups
controlled by—

6 7 to 10 11 to 20 Over 20
Hold-
ing Indi-groups 3

banks
4 to
banks banks banks banks corn- BanksBanks yid.

uals

— -

United state 287 64 127 61 26 9 53 44 190
ibaine
zone 

4
1  

1 1
1  

2  1 2
_

1
1fansas 3  1 1 1  3

ifornia 5 1 3  1  3  2Grad° 3 1 1 1  3
MeCticut 1  1  
aware 1 1  1fide 
irgin 6  

5 2
3
1

3  
2  

1
1

5  
1 3ho_ 

----------------------

3 1  2  1  2lois 12 1 5 4 2  3 9Jana 3 1  2  1 1 1
a- ---------------------- 12 2 5 1 4  12

Ilstilitenk-aY ----

19 4 13 2  19
3  
2  

2
2  

1  2 1  
2  

ne_ 2 1  1  1 1  ;sachusetts 5  3 1 1  3 1 1
nlgan 11 1 4 1 3 2 3  8
inesota 37 1 20 9 4 3 3  34
Rissinpi 3  I 2  1 2
soon 7 1 3 3  1  6
mina 2  1 1  2
raska 10  6 4  10ada 1  I  1' Hampshire _______________________________________________________________________
Jersey 15 10 3 2  I 10
Mexico 2 1 1  1  1
York.  
h Carolina 
h Dakota 

20

6

7

1

8

2

2

1

3  

2

12 2 6

6, ; _____________ 2 2 1 1norm, 
on 

8
7

1
4

3
1

2
2

1 1 I
5

7
2

laYlvania 
le Island 
h Carolina 
a Dakota 

12
1

5

7
1

4

4

1

1

I 7
I

4

5
lessee 4 2 1 I 3 Is 16 4 8 3 1 1 1 14

tom 
nia 
lington 

5

12 5

2

4

2

2

1

I

I

7

I 3

5
Virginia 
msin 6 1 4 1 1 5
fling 5 1 4 5

1.,11.tepresent5 number of groups whose headquarters are located in the State, and not the number operat-'63 In the State, as some of the groups operate in several States.

100136-30—vm 1 PT 4-12
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TABLE 7.—Summary of branch banking in the United States, 1924-109

Dec. 31 ,
1929

June 30,
1929

June 30,
1928

Feb. 26,
1927

June 30,
1934

2s,994
714

Number of banks:
Total 24, 645 25, 115 25, 950 1 26, 973
Operating branches 822 818 835 779

By classes of banks—
National banks
State bank members 
State bank nonmembers 

166
180
907

164
190
398

169
186
415

145
189
387

108
191
387
28

Mutual savings banks 
Private banks 

65
4

62
4

58
7

50
8 (2)

By location of branches—
Only in head office city 
Only outside office city 

517
257

518
252

.526
262

478
261 283

Both in and outside head office city 48 48 47 42
By population (in 1920) of cities in which parent
banks are located-
100,000 or more 351 359 372 353 ------
50,000 to 100,000 81 84 81
25,000 to 50,000 75 70 66
Less than 25,000 315 305 311;

By size of branch systems-
1 branch_  948 443 469
2 branches 180 153 150 127 ---

3 to 5 branches 124 130 126 124
6 to 10 branches.... 41 37 35 35
11 to 30 branches 41 as 41 35 ----- -.•

Over 30 branches 18 17 14 12 -
Number of branches:

Total 
In head office city 
Outside head office city 

3847
2,432
1,115

3.440
2, 362
1,078

3.250
2, 214
1,016

2,900
1, 929
971

293
7, 50785

Location of "outside" branches in places with popu-
lation of—

Less than 2,500 612 591 572 (2)
2,500-5,000 136 133 128 (2)

5,000-10,000 86 84 79 (2)
10,000 or over 281 270 237 (2)

By classes of banks—
National banks 
State bank members 

1,027
1,299

993
1,298

991
1,220

390
1,560

24,1!
191

State bank nonmembers 1,115 1,046 973 863
Mutual savings banks 99 96 86 76
Private banks 7 7 10 11

Method of establishment—
De novo (as branches) 2,379 2,329 2, 214 • 1, 996
Independent banks purchased and converted Into
branches 1,017 958 853 735 ----"

Not reported 151 153 163 169

March, 1927.
2 NotLavailable.
2 Not separately tabulated; included with "State bank nonmembers."



re 30,24

3 396
714

11:6
191
381

391
393
40

5
3183
715

TABLE
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S.—Number of banks operating branches and number of branches in opera-
tion, June, 1924, to December, 1929, by States

Number of banks operating
branches Number of branches

Dec. 31, June 30,Feb. 25, June 30,Dec. 31, June 30,Feb. 25, June 30,
1929 1929 1927 1924 1929 1929 1927 1924

Total, United States 822 818 779 714 3,547 3,440 Z900 2,293

National 
State member 
State nonember m

166
180
407

164
190
398

145
189
387

108
191
387

1,027
1,299
1,115

993
1,298
1,046

390
1,560
863

248
1, 137
908

Mutual savings 
Private 

65
4

62
4

50
8

28
(,)

99
7

96
7

78
11

(9
(9

Slate-wide branch banking permitted

Total 216 215 228 237 1,286 1,265 1,120 835

Arizona 7 7 8 6 22 22 23 20
California 
Delaware 

53
7

54
7

72
5

99
5

863
13

861
12

762
14

538
18

District of Columbia 12 11 10 11 24 23 20 19
Maryland 30 33 35 27 124 125 113 as
North Carolina 39 42 40 40 77 77 74 66
Rhode Island 11 11 11 9 35 35 29 21
South Carolina 11 12 8 9 57 50 25 20
Vermont 7  10  
Virginia 39 38 37 31 61 60 60 45

Branches restricted as to location

Total 581 578 526 447 2,207 2,121 1,726 1,397

Georgia 16 16 21 21 39 34 39 53
Kentucky 
Louisiana 

10
42

9
42

5
41

4
34

28
106

26
108

13
106

12
93

Maine 24 24 24 23 63 81 54 47
Massachusetts 88 86 79 61 161 154 133 98
Michigan 62 61 68 63 439 433 401 332
Mississippi 11 11 11 11 25 25 25 25
.1%Isew Jersey 55 sa 14 14 103 103 21 21
New York 
Ohio 

106
55

106
58

106
53

77
51

722
268

682
259

517
231

362
203Pennsylvania 80 81 82 67 185 169 131 98

Tennessee 32 31 22 21 68 67 55 53

Branch banking prohibited by law'

Total 25 25 27 30 54 54 54 81

Alabama 
Arkansas 
Florida 
Indiana 

5
2

4

5
2

4

5
2

4

a
2
1
4

19
3

9

19
3

9

19
3

8

19
3
1
8

Minnesota 
Nebraska 
Oregon 

2
2
1

2
2
1

2
2
1

3
2
1

a
2
1

6
2
1

6
2
1

11
2
1

_Washington 
wisconsin 

3
8

3
8

4
7

a
7

5
9

5
9

6
9

7
9

' Not separately tabulated.
Branches reported were established prior to prohibitory legislation.
No branches in operation: Colorado, Connecticut, Idaho, Illinois, Iowa, Kansas, Missouri, Montana,

Nevada, New Mexico, Texas, Utah, West Virginia.
No provision In State law regarding branch banking: New Hampshire, North Dakota, Oklahoma.

South Dakota, Wyoming.
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TABLE 9.—Banks operating domestic branches on December 81, 1929, by Stoteg

States

Number of banks operat-
ing branches

Total Na-
tional

United States 

State-wide branch banking
permitted:

Total 

Arizona 
California 
Delaware 
District of Columbia 
Maryland 
North Carolina 
Rhode Island 
South Carolina 
Vermont 
Virginia 

Branches restricted as to loca-
tion:

Total 

Georgia 
Kentucky 
Louisiana 
Maine 
.1% 1 assachusetts 
Michigan 
Mississippi 
New Jersey 
New York 
Ohio 
Pennsylvania 
Tennessee 

Branch banking prohibited
by law: 1

Total 

Alabama 
Arkansas 
Indiana 
Minnesota 
Nebraska 
Oregon 
Washington 
Wisconsin 

822 166

State
mein-
bars

180

Non-
mein-
hers

476

216 37 23 156

7
53
7
12
30
39
11
11
7
39

12

6
3
3
2
3

2
5
2

2
3
4
2

5
36
5
6
25
33
46
6
7
28

.581 121 151 309

16
10
42
24
88
62
11
55
109
55
80
32

4
4
1

17
11
1
18
32
8
16
9

3
2

16
30

19
37
20
17

9
4
35
23
55
'21
10
18
37
27
47
23

25 8 6 11

5
2
4
2
2
1
3
6

1
2
2
1
1
1

1

3

4
2
2

2

Number of branches

Total

Operated

Na-
tional
banks

State
bank
mem-
bers

by

Non-
mem-
ber

banks

Location

In
head
°Mee
city

Out-
side
heed
office
citY

1,027

— —

1,2993, 547 1,221 2,432 1,1 5'

1,286 526 189 571 475
all

22  12 10  22

883
13  

480 105
2 71181 3138 54105

24 12  12 24 ----
124 8 24 92 68 56
77 4 7 66 11 66
35 2 26 7 16 19

57
10  
61

8

12

2

11

47
10
38

8 

27

10
34

2, 207 484 1,099 624 1,930 277

39 21 4 14 16 23
28 10 14 4 25
106
83  

8 35
3

63
60

49
6

57
57

161 63 71 1421 19

439 72 309 58 436 3

25 1  24 1 24

103 33 39 31 93 10

722 189 463 70 721 1

268
185

19
43

167
38

82 23:. 33
104 176 9

68 25  43 30 36

54 17 11 28 27 27
19
319  

3  
9 2

1

5

18  
3  
2 a

6 6  6 ------ •
2 2  
1
5

1  
2 2 2

9 4 3 2

1 Branches reported were established prior to prohibitory legislation.

No branches in operation: Colorado, Connecticut, Florida, Idaho, Illinois, Iowa, Kansas, Missouri
Montana, Nevada, New Mexico, Texas, Utah, West Virginia.
No provision in State law regarding branch banking: New Hampshire, North Dakota, Oklahoma,

South Dakota, Wyoming.
NOTE.—Of the 2,432 branches located in head-office cities, 687 were operated by national banks, 1,It13

by State bank members, and 582 by nonmember banks. Of the 1,115 branches located outside head-office
cities, 340 were operated by national banks, 136 by State bank members, and 639 by nonmember ha nkg
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Mr. WING°. Will the governor, just at this point, give us some
totals? It seems that some of the information that he has supplied
here, and which I have hastily glanced over, is so contradictory of

ithe information we have had before, I think t ought to be pointed
out at this time.
The CHAIRMAN. You can furnish that, Governor?
Mr. Wirmo. Let him read it now. It is so contrary to what we

have been told before, I am startled by it.
Governor YOUNG. According to the statistics just compiled, there

Were in operation in the United States, at the end of 1929, 24,645
banks and 3,547 branches, or a total of 28,192 banking offices.
Of this total of approximately 28,200 banking offices, there were

6,353 banks and branches that belonged to branch banking systems,
to chain or group banking systems or to both. This leaves 

2 

banking institutions that might be definitely termed as independent
unit banks, having no branches and being in no wise connected with
other banks, through chain or group affiliation.
As a measure of the banking resources of the banks falling into

the different categories, we have tabulated the figures of total loans
and investments.
On this basis, it appears that, at the end of 1929, all the banks in

the country had loans and investments of approximately $58,500,-
000,000.
On the same date, the branch, chain, and group banking systems,

embracing a total of 6,353 banks and branches, had total loans and
investments of approximately $30,000,000,000 in other words, the
banking resources of the branch, group and chain systems were
more than one-half of the total of all banks in the country.
The branch banking systems, at the end of 1929, taken alone,

flmbraced 822 banks and 3,547 branches, with aggregate loans and
investments of $25,100,000,000, but these figures include 119 banks
With 1,415 branches with loans and investments of $6,300,000,000
that were also reported as belonging to banking groups or chains.
There were 287 chains or group. banking systems reported in

existence at the end of 1929, embracing 2,103 banks, with loans and
investments of $11,200,000,000. These figures, like those given for
the branch systems, include.a certain amount of duplications; that
is to say, they include 119 with 1,415 branches and loans and invest-
ments of $6,300,000,000 which were reported as belonging to the
chain or group systems. . This duplication is, however, eliminated
from the combined statistics given in the two preceding paragraphs.

Following is a table comparing them.
I might say, of course, those figures include the banks in the large

metropolitan areas, such as New York City, that have branches.
That is quite a lengthy report.
Mr. AA moo. In other words, includes all the banks?
Governor YOUNG. Includes all the banks; yes, sir. That is quite

a lengthy report, but I am sure that the committee will get much
information out of it.
The CHAIRMAN. 'Before we start general questions, that is a very

important statement, indicating development in regard to chain and
group banking, particularly, as well as branch banking. I am sure
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we will be glad to have your views on what this development means
to the Federal reserve system.
Governor YOUNG. Well, in so far as the Federal reserve system

is concerned, we have lost very little in the way of member banks
through the group, chain, and branch development. That is not
true of the national banking system.
The national banking system has lost quite heavily over the past

two or three years, but most of these large set-ups, groups or chaos,
continue their membership in the Federal reserve system, and it has
been my belief that the larger the set-up the more necessary the
membership is to that set-up.
The first indication that the board has received of any loss of

members through group and chain set-ups—and really branch set-
ups—came in a letter this morning from one of the reserve banks,
citing the members that they had lost because those banks had gone
into a branch system. That was in the States where branches are
permitted.
The CHAIRMAN. That were not members of the Federal reserve

system?
Governor YOUNG. They were members of the Federal reserve sr'

tern and many of them national banks. They have since gone into
a branch banking set-up.
The CHAIRMAN. That was not a member of the Federal reserve

system?
Governor YOUNG. That was not a member of the Federal reserve

system, and of course under the terms of the Federal reserve act it
could not be a member of the Federal reserve system now.
The CHAIRMAN. Do you find, Governor, that in the operation of

the Federal reserve system, the forms of these large groups, taking
over independent banks, interferes in any manner with the operation
of the Federal reserve system? In other words, does it permit as
easy a cooperation as previously, or more so?
Governor YOUNG. I would say just as much.
The CHAIRMAN. So far as the operation of the Federal reserve

system is concerned, you do not note any particular change?
Governor YOUNG. Except this one particular case I have cited this

morning.
The CHAIRMAN. Where you have lost some members?
Governor YOUNG. Yes,
The CHAIRMAN. That was because members of the Federal reserve

system were leaving the system and joining a system not operated
under the Federal reserve law?
Governor YOUNG. A branch system; yes. Had they gone into

chain or group system they would have remained. There are advan-
tages, apparently, that the group and chain system do not give.
Mr. FORT. And the branch system overrunning the city limit does

give?
Governor YOUNG. Yes, sir.
The CHAIRMAN. The only reason, then, that such institutions are

not members of the Federal reserve system is because of the limita-
tion now in the law confining branches to the cities in which the parent
bank is located?

I



115

Si
ks
ot

5
s,

.e

BRANCH, CHAIN, AND GROUP BANKING

Governor YOUNG. Correct.
Mr. WINGO. I did not catch that.
The CHAIRMAN. The reason they are leaving is to join in a State

sYstem where they can carry on branches beyond the city limits in
Which the parent bank is located.
Mr. WINGO. I got the impression that you made the point that that

Ivas the exclusive reason. I happen to know better in one instance.
IS that the exclusive reason for it?
.Governor YOUNG. It was so reported to me, Mr. Congressman. I

Will correct that. It was reported to me, and I will give the exact
language of the letter. It says:
There is reason to believe that all of these banks would have remained in the

eY8tem but for the law prohibiting branches in their cases.

The CHAIRMAN. How many banks left the system on account of
that one particular reason?
Governor YOUNG. I will have to check that, Mr. Chairman. I got

that letter just before I came up to the committee.
Mr. WING°. In order to follow the statement you put in a moment

(2:g 9, I am correct in assuming that mere numbers of banks is not the
'lung you are looking to? You look more to strength in assets? Is
that the main thing?
Governor YOUNG. Yes, sir; but we look to both, of course.
The CHAIRMAN. I am going to suggest that we proceed in the

replar order.
The first on the list is Mr. Strong.
Mr. WING°. Is not the governor going to make a general state-

Ment, first?
The CHAIRMAN. The governor filed his statement yesterday. Mr.
enn.
Mr. FENN. I have not had an opportunity, Mr. Chairman—al-

though that is probably my own fault—of going entirely through this
statement. I just received it this morning. However, I have a few
questions I should like to ask at this time.
Is there a general desire, as far as you know, in the country that

the present banking system should be changed, radically changed; in
other words, is there enough desire for that to warrant a change?
Governor YOUNG. Well, Mr. Congressman 
Mr. FENN. Or is there really a desire on the part of the great

banking institutions to absorb the banking facilities of this country
and wipe out of existence the unit banking system?
Perhaps my question is a long one, but I think you will understandit. In other words, is there a general desire—a public desire—that

there should be a centralization of banking to the exclusion—which
Would be a practical exclusion from the statements that have been
made here—of the unit banking system? I do not say that is my
Position. I simply ask for information.
Governor YOUNG. That question is debatable. There are two

factions. There is the unit banker that wants to continue; there arethe group, chain, or branch bankers that want to expand.
Mr. FENN. I am not speaking of the financial position of these

representative groups—of these two groups—but take the individual;
that is, in the aggregate. Of course, I presume that the unit banks
want to continue as unit banks. I take that as a presumption.

477
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Governor YOUNG. Correct.
Mr. FENN. And also I take it as a presumption that the 

grest

banks, so to characterize them, desire to do as much of the un-11'
banking business as possible by absorption of the unit banks.
The CHAIRMAN. Your question is whether there is a public den'alla

for this or whether it emanates from the operating banks?
Mr. FENN. That is what I wanted to get at—so far as you know,

Governor?

el

Governor YOUNG. I doubt whether there is a popular public

demand for group, chain, or branch banking. Traditionally we are
a unit people.
As I see the whole situation, Mr. Congressman, the group an

chain banks have developed because of necessity, even though the
law has not encouraged it to any great extent. It therefore seems to

me a natural development and certainly these figures that I ha'
given to the committee this morning must convince the members

e,

the committee that this is a tremendous growth in the country Oa'
must come from some reason.
Mr. FENN. Take, for instance, the great amalgamation in

York. I believe it has gone through. Take this amalgamation el
the Chase National Bank and the trust company and the Interstate

Bank. In its aggregate, the great amount of assets, capital, etc.,
would far exceed probably a thousand unit banks?
Governor YOUNG. Far exceed the entire ninth Federal reserve

district.
Mr. FENN. Now, what I want to know is should we consider the

desire of this combination of capital, assets, and so forth to be the
wish of the public of New York City, for instance?
Governor 'YOUNG. I do not know, Mr. Congressman.
Mr. FENN. I did not suppose you did. I presume that before the

hearing is over that will be presented to us.
Now, I notice here in just casually glancing at this statement, in

relation to the history of branch banking in this country, it refers t°
branch banking, I believe, in Mr. Platt's address previous to 1860.
Has anybody considered that a successful system?

Governor YOUNG. If I remember correctly, the national banking
act—
Mr. FENN (interposing). That was passed in 1860.
Governor YOUNG (continuing). Was passed in 1863 and gave some

very decided advantages to the unit system, under a national charter.
Mr. FENN. In other words, they rather took away the branch

banking system and encouraged the unit banking system?
Governor YOUNG. I think that is correct.
Mr. FENN. Was not that due to the sad experience that the count*:

had gone through in connection with the branch banking system,
before the Civil War? It seems to me there was a natural inference
from it.

Governor YOUNG. It was either that or a war measure.
Mr. FENN. Of course I think you are quite correct in saying that

the national banking system was induced by the war, in order to
stabilize the money of the country?

Governor YOUNG. I think so.
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Mr. FENN. What I have to ask, Governor, is simply for information
and not because of any position I have taken in the matter.
The CHAIRMAN. MT. Beedy.
Mr. BEEDY. This material has just come to my office, and I am

not prepared, at this time, to ask any questions.
The CHAIRMAN. Mr. Hooper?
Mr. HOOPER. I have not had an opportunity yet to read thestatement of the governor.
The CHAIRMAN. MT. Letts?
Mr. LErrs. Mr. Chairman, I have just one question to ask at

this time. It is twofold.
Governor Young, would it be desirable, if a way can be found to

accomplish the result, to separate banking activities from all other
activities that are now indulged in by banking groups?
My thought is this: I have noticed a tendency on the part of bank-

ing institutions to go into many lines of business—the handling of
securities; the handling of mortgage business; agencies for the sale
of real estate—to the point that I understand the Transamerica
Corporation has announced that it has the necessary funds to put
ever any enterprise that they wish to take hold of.
They have included in their enterprises, insurance, which I think

ernbraces every branch of insurance. It seems to me that this
evidences the tendencies of the time and I am wondering whether it
v!ould be desirable, if possible, to separate these activities, so that
ranking activities will stand alone, and if it is desirable, whether you
nave any suggestion as to how that result might be accomplished.
Governor YOUNG. That is an extremely difficult question to answer,

Mr. Congressman, because it is very hard to unscramble. The
national law has permitted many things in the way of fiduciary
Powers, in handling securities, and so forth. It has been in operation
a eat many years.
Many of the banks have learned that they can operate those to

advantage with independent corporations. They have developed
and they are here with us. There are many things in the group and
chain banking that must necessarily be in the experimental stage.
I think that is one of the reasons that there has been hesitancy on the
Part of the Federal Reserve Board to commit itself one way or the
Other.
In reply to the second part of your inquiry, I say that I have

nothing at the moment to suggest to correct that situation, if it
needs correction.
Mr. LETTS. Is there danger that a policy of this kind will lead

to the point where financial institutions will serve themselves and
their affiliates and not the public?
Governor YOUNG. I doubt that very These large

groups 
Mr. LETTS. In other words, will they compel men in business as

Individuals or in corporate capacity, to play hand in hand with the
financial groups, in order to get necessary accommodations?
Governor YOUNG. I doubt that very much. It seems to me that

that would be a very short-sighted policy on the part of large groups
and others, and if business and commerce and agriculture are not
served in a credit way by the large corporations and set-ups, some-
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thing else will be developed to take their places, because those indus-
tries have got to be served, and it seems to me it would be a varY
short sighted and disastrous policy on the part of those large groups
to do anything along those lines.
Mr. LETTS. My concern is in regard to the powers that may be

acquired through the policies of holding companies that sit back a
the screen and control the activities of the banking institutions in a
community and many other lines of industry. It is conceivable it
may even go to the point of involving the control of companies that
are engaged in the distribution of our foods and other necessaries ef
life.

Governor YOUNG. That is a possibility, but, in my opinion, highlY
improbable..
Mr. LETTS. That is all I have at this time, Mr. Chairman.
The CHAIRMAN. Mr. Whigo.
Mr. FORT. Mr. Chairman, I should like to know whether we are

to come along with our questions later. I notice that you have
skipped us on this side.
Mr. WINGO. Mr. Fort, for your information, I asked for unanimous

consent to waive the rule in behalf of you gentlemen who have been
detained. However, I shall be pleased to have you go ahead now. ,
Mr. FORT. No; I should like to have you go ahead. I woula

prefer that. I just wanted to know the practice.
Mr. WINGO. Governor, I notice in the table that you have inserted

in the record, giving the number of banks or branches and also the
loans and investments, that the total number of banks is given aa
24,645. The total number of branches is 3,547.
Now, of that number, there are 1,984 group or chain banks that do

not have any branches. Those chains and groups are located pria"
cipally in what States, Governor?
Governor YOUNG. Michigan, Wisconsin, Minnesota, North and

South Dakota, Montana, Wyoming, Nebraska, Iowa, Utah, Okla"
homa, and the New England States.
The CHAIRMAN. And the State of Georgia?
Governor YOUNG. I will have to check that. My answer to that

would not be correct.
Mr. WINGO. The table will show that?
Governor YOUNG. Yes, sir.
Mr. WINGO. Now, there are chain and group banks operating in

the State of New York that do not have branches, are there not?
Governor YOUNG. I will ask Mr. Smeed to correct me if I am wrong.

I will say yes, there are groups in the State of New York that do net
operate branches.
Mr. WINGO. The State of New York authorizes branches of State

institutions, does it not?
Governor YOUNG. It does.
Mr. WINGO. Now, some of these chains and groups are not con-

fined in their operations to one State, are they?
Governor YOUNG. That is correct.
Mr. WINGO. In other words, for illustration, there is one grouie

whose headquarters are at Nashville, Tenn., that has chains and
groups covering more than one State—Tennessee, Arkansas, and
possibly some other States. That is true, is it not?
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Governor YOUNG. And Kentucky—that is true; yes sir.
Mr. WINGO. And those chains and groups are among those that

have no branches.
Now, I notice that the banks that belong to chains or groups that

'operate no branches have loans and investments of $4,913,000,000.
Now, I notice that you also have 119 banks that belong to chains

•or groups and also these 119 banks operate 1,415 branches. Some of
the larger of thse banks—these 119 banks—are located in New York,
are they not?
Governor YOUNG. In New York City?
Mr. WINGO. New York State, which would include, of course, the

City of New York.
Governor YOUNG. I am not sure. .
Mr. WINGO. Now, I am asking for information, Governor, and if

You are not sure 
Governor YOUNG. I am not sure. I do not think that would apply

to New York City.
Mr. WINGO. You do not think there is any bank in New York

City that has both a chain or group controlled by it or by the same
group and also has branches either of the parent bank or of some of
the banks that belong to the group or chain?
Governor YOUNG. I do not think so, but I am not sure of that.
Mr. WINGO. Now, Governor, do not think that I have taken any

definite position in this matter. I am. simply trying to get infor-

mation in every question I ask. Will you undertake to ascertain
tnd furnish, for the record, at the close of your testimony here, this
information—those States which have the larger or the most impor-

tant ones of these groups and chains which also authorize branch
ibanks by their State laws, f any. Do you catch the question?

Governor Young. I do.
The CHAIRMAN. Might I suggest if that is already covered in the

Papers submitted, you make reference to the part where that appears.
I think that will save duplication. .
Mr. WINGO. If it is covered, why it is not necessary to duplicate it.
Governor YOUNG. It is covered in there.
Mr. WINGO. In other words, this statement you are going to perfect

and put in, will show the States, whose State laws authorize branch
banks that have located in them banks which are group and chain
banks but which have no branches, and will also show those States
which authorize branches and in which these 119 banks, which are
chain and group banks and also operate branches, are located?

Governor YOUNG. Yes.
Mr. WINGO. Will it undertake to show, though, the larger ones of

these banks measured by .assets or loans and investments?
Governor YOUNG. I think your entire inquiry is covered by that

report. But, if it is not, we will supplement it and give you all the
information.
Mr. WINGO. I doubt if your tabulation will show the last item,

which possibly you did not catch, and that is this: In what States are
located the outstanding groups, measured by loans and investments,
and in what States, naming. the principal outstanding groups and
chain banking systems and giving their loans and investments—

Governor YOUNG. I think that is all in there.
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Mr. WINGO. I do not think it will give the individual chains and
groups.

Governor YOUNG. I think it will.
Mr. WINGO. Mr. Chairman, suppose I devote no more time to that

until I get a chance to examine the data. Possibly it will save some
duplication. I will go on now with something else.
Governor YOUNG. Does not this show that [exhibiting]?
Mr. WINGO. Will it indicate which of these groups or chains ill

these States—indicate which States authorize branches?
Governor YOUNG. That exhibit is a complete digest of all the States

of the Union.
Mr. WINGO. But you have to wade through that to make a tabu-

lation. If it is already tabulated in there, all right. However, stir
pose I lay off of that, because possibly all those things may be dis-
closed there.
I caught, from the statement you made awhile ago, that you feel

that the fact that there has been a development of branches—branch
banking and chain banking and group banking in this country—that
that indicates there is a sound banking reason for such development.
Governor YOUNG. I think so.
Mr. WINGO. The outstanding fact in your tabulation, according

to the first page of it, is that over one half of the resources of banking
in the United States is now in banks that are either group, chain, or
branch banks. That shows the growth of those three types of bank-
ing as contradistinguished from the independent unit bank?

Governor YOUNG. Correct.
Mr. WINGO. The independent unit banks are only superior in point

of number of individual banks?
Governor YOUNG. Correct.
Mr. WINGO. Measured by assets, power, and influence, the chain,

group, and branch systems have already taken over the banking
business of the United States?
Governor YOUNG. Yes, sir; taken over over half of it.
Mr. WINGO. And you also suggested, in response to a question—
Governor YOUNG. May I correct that answer?
MT. WINGO. Yes.
Governor YOUNG. You may have a bank in New York City with

total resources of $500,000,000, classified as a unit bank. Up to
the moment it establishes a branch, which it has authority of last
to do—while that still has all the earmarks of a unit bank, inde-
pendently operated, the fact that it has 1, 2, 3, or 4, or 5 branchei.i,
involving three, four, or five million dollars, it comes within this
classification of one-half of the assets of the United States.
Mr. WINGO. Of course, the old law of relativity covers everything

when you come to measuring influence, power, and assets; and it is
true that the largest part of the banking assets of the country are
to be found, naturally, in the large business and commercial centers
of the country?
Governor YOUNG. Yes, sir.
Mr. Wilgus:). New York, Chicago, Kansas City, St. Louis—these

large industrial centers where there is large business, which naturally
and legitimately demands large credits. Naturally the large banking
facilities will be congregated there?
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Governor YOUNG. Yes, sir.
, Mr. WINGO. Because the credit facilities have to be close to the
business it serves?
Governor YOUNG. Yes, sir.
Mr. WINGO. Is there anything in this contention that has been

blade that as the business of the country proceeds along the line of
Its apparent present tendency to be gathered into the hands of
larger units—for illustration, in the automobile industry, such a con-
cern as General •Motors and in the steel industry, such concerns as
the United States Steel Corporation and the Bethlehem—that they
are forced to do that by what the proponents of such development
Contend is the economic necessity to have mass production and the
economies that flow from large units and all such things as that—I
say, is there anything to the contention that, as the natural develop-
ment in the business and industrial world takes place, that , that
Nries with it a corresponding demand for greater capacity of the
individual credit agency to meet the needs of these larger business
units?
Governor YOUNG. There seems to be very strong evidence of that,

Mr. Congressman.
Mr. WINGO. In other words, where a business is done by larger

units on larger scales, their credit demands come in what you might
CO larger blocks, which a small bank, by reason of its proper limita-
tions, could not meet and serve?
Governor YOUNG. That is true; but, on the other hand, the large

unit can not neglect the small borrower. It has got to serve that small
borrower as that small borrower has been served M the past.
Mr. WINGO. Do you think it is correct, as contended, that even

though these larger units will naturally better serve the public, the
larger units of banking will better serve the larger units of commerce
and industry and will also be in a better position to serve the needs
of the smaller business man and smaller corporation?

Governor YOUNG. I think it would be a very short-sighted policy
on their part if they do not do it.
Mr. WINGO. I am talking about their capacity now?
Governor YOUNG. I think they have the capacity to serve the small

borrower.
Mr. WINGO. It is contended by men whose capacity and character

command respect, that the natural tendency of our industrial organi-
zations will necessarily compel the. grouping or rather the vesting of
banking capital and banking activities in larger units in the 25 or 30
large industrial centers of the country and they in turn—these larger
units in these different industrial centers, in those particular indus-
trial centers—will furnish the necessary competition to insure service
aside from the natural desire to profit by the service extended; that
also these larger units of banks, through the branches that they will
establish in the smaller cities and towns in their particular trade area,
zone or whatever you may call it:—that the furnishing of these branches
by these different large units in .these centers, the competition be-
tween those larger units in establishing. branches, will also protect
the small cities and towns against the evils of monopoly.
What is your opinion about that?
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Governor YOUNG. I believe that is correct and, in addition tie
that, we must remember that there are many unit banks left in the
United States. They are large in number and cover a wide area,
and particularly in the territory that I am familiar with, the North-
west, embracing some 2,700 banks. There are still 2,500 individual
unit banks in this territory.
Mr. WINGO. Will not those large unit banks be compelled, by

necessity, to meet competition by establishing branches in their
territory?

Governor YOUNG. You mean county-wide?
Mr. WINGO. Whatever area you may have. Candidly, I think

the development with reference to geographical lines will be one that
will be determined by necessity and the development of our economic
structure, rather than any arbitrary rule of statute; in other words,
the statute will be made to conform to the necessities.
Do you not think the large unit banks, when they are face to face

with this competition of the branches of the larger systems, will be
compelled, in order to meet the needs of their clientele, to establish
branches?
To give you a concrete illustration, we will take two banks in the

city of Chicago. One of them is a large independent unit bank, to
which you referred. The other is a large bank that has branches.
They are competitors. Each one is going after the business, say, of
an industrial concern located in a small outlying city or town. The
bank that has branches will say to these business men over there,
the owners of the factories or whatever they are:
We can give you better service than our competitor because we have a branch

bank in your own town.

Will not the independent unit bank, in order to meet that competi-
tion, have to establish a branch in that town?
Governor YOUNG. That has happened in many cases, but in many

cases it has not. The territory that has had branch banking longer
\ than any other section is probably California. The unit banker

there is still able to operate profitably and has not been forced into
any competitive group.

It is very hard to say what the future will bring forth.
Mr. WINGO. Have there not been complaints from some unit

bankers, or suggested by some independent unit bankers in Cali-
fornia, that they have lost some of their good customers in outlying
towns where a branch bank was established in that outlying town
and that they had to choose between the necessity of establishing
branches or losing the business? Has not that been the contention
of at least one independent unit banker in California?
Governor YOUNG. Not that I know of.
Mr. WINGO. Is there not a general rule, applicable to banking, as

well as other activities that, in competition, the giving of the thing
that the customer wants, either in quality of quantity—but measured
in the banking business mostly by service—is not that the thing
that controls the flow of the business?
Governor YOUNG. Absolutely.
Mr. WINGO. I mean the general thing. Of course, in that com-

munity, you may have some outstanding man that, by reason of his
character and integrity, will maintain a small shop beside a large
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department store; yet, as a general rule, the business concern that
gives the greater amount of service, either of quality or quantity, gas
the business?
Governor YOUNG. That is correct.
Mr. WIram. That is a natural tendency in the present competitive

geld, is it not?
Governor YOUNG. Yes, sir.
Mr. WINGO. Now Gresham's law operates just inversely in the

business field—the good service drives out the bad?
Governor YOUNG. Yes, sir; correct.
Mr. WING°. And so far as money is concerned, bad money drives

out the good?
Governor YOUNG. Yes, sir.
Mr. WINGO. In the business competitive field, Gresham's law is

reversed, and that business concern, whether an automobile factory
or a steel business or a department store or a bank, that gives the
greatest measure of service, either quality or quantity, naturally
outstrips its competitor that does not match that service? Is not
that true?
Governor YOUNG. Yes, sir.
Mr. WINGO. There are exceptions, of course.
Governor YOUNG. Yes, sir.
Mr. WINGO. You suggested awhile ago that there are some States

Where you lost banks from the system because they could not establish
branches and you indicated or said that there were some advantages
ni branch banking that did not obtain in group or chain banking. I
have had urged on me by group and chain bankers two major reasons
Why they would like to change from chains or groups into branches.
Those two major reasons are that it requires less capital. That is
one—that it requires less capital for the same volume of business;
and secondly, they could have a more efficient control of the business
by reason of the elimination of the cumbersome local directorate
that now dominates their local banks which are members of the chain
or group, and substitute for it more efficient centralized management
that would give the public quicker and more efficient service.
Now, those are their two contentions. Can you name any other

advantages that you conceive, and which the advocates of branch
banking conceive, to be an advantage of branch banking over chain
and group banking?
Governor YOUNG. Economy of operation.

iMr. WINGO. Well, that is included n the first or in the latter
rather.
Governor YOUNG. Yes.
Mr. WINGO. Suppose you just name the advantages you think

branch banking has over chain and group banking.
Governor YOUNG. I will repeat those two that you cited, and add

conomy of operation, and in so far as the local loans are concerned,
in a local community, the local directors can handle those very nicely,
perhaps much better than the parent officers can handle them; that
is, assuming that the local directors are conservative business men.
With the surplus funds that .the branch has, obviously the man in
the center is more familiar with the bond market and more familiar
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with the bill market, and he can invest much more advantageduslY
than the small local man.

Another reason that I can give is that the national banking act
has permitted national banks to exercise fiduciary powers. In mY
opinion, there is a tremendous field in the United States for that wo. rk:
It may take a long time for it to develop. It is a highly specialized
work. Many of the smaller banks are not thoroughly equipped t°
handle it the way they should handle it.
A large branch set-up can afford to employ the proper kind of lirn

to handle that, and it seems to me, with a branch banking set-UP
the United States, with the assurance of proper administration ei
fiduciary trusts, there is a tremendous opportunity for branch banks
to develop a business that will be profitable for many years to corne,
a business that the small local bank can not always get. That pro-
cedure has already been adopted by both the large groups in the

Northwest.
Mr. WINGO. Then I presume also, along the line you have just

suggested, that a smaller bank attempting to act in a fiduciary capa-
city, not only would be limited in its activities—it could not under-
take to act in such capacity except on a smaller scale—but you als°
would include the element of greater safety that is to be found in the
larger capitalized institutions?

Governor YOUNG. In making that statement, there is no reflection
on the small country banker. My sympathy is with him, but a highlY"
trained man could render greater service than the small country
banker could afford to employ.
Mr. WINGO. I am trying to get your judgment on the contention

of those who come to me, and say, "Now, Wino, you are opposed to
chain, group, and branch banking. I agree with you hi theory, but
we are facing a condition and not a theory." He points to the facts
disclosed by your table here, that the great bulk of the assets of .the
banking institutions has already gone into that type of banking/
which is other than the old individual unit type of bank; that there
are good, sound reasons why that is done. "Now, why not legis-
late," he contends, "in the face of this situation, regardless of theory,
recognizing existing facts and trying to arrive at what is best, 131
way of legislation, in shaping this trend, so as to protect the public
and the depositors, and insure that banks, which are credit mer-
chants, which render the fundamental duty of credit merchants,
render the greatest possible service to the business world?"
Now, in connection with that fiduciary capacity, is it true that, as

contended by some, there is less danger of a larger bank being per-
mitted to fail than there is of a small bank?
I do not know whether you grasp what I mean or not. Here is a

large bank where it would be represented to the comptroller and
the Federal reserve bank that if you permitted this large bank to
fail, serious consequences would follow, that it numbers among its
correspondents, say, 80 banks. I remember a case in Topeka, Kans.,
I believe, a few years ago, where the Federal reserve bank was wged
to save one bank that there was a run on, because they said that it
had a large number of correspondents and if the bank was permitted
to go down there was no telling where the crash would lead to. It was
like a row of 10 pins; if you knocked down one pin, you knocked
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d,ewn the'whole thing, and it was argued that that was a different
situation from that of a small unit bank, whose failure would be con-
fined in its evil effects to a very small area.
Is it true that that is a reason why it is less probable that a larger

bank would be permitted to fail than a smaller one?
Governor YOUNG. I would not want to give that as a reason, Mr.

Congressman, as a public official and the operator of a reserve bank.
I would want to believe that I gave just as much consideration to the
small as to the large bank, and I thoroughly recognize the seriousness
,of the failure of a large bank. Of course, I will have to admit that a
large bank, with a number of correspondents, going down not only
carries down that bank but seriously cripples the correspondents and
Perhaps brings some of them down. Whether unconsciously we give
More consideration to a large bank or not, I am not prepared to say.
Mr. WINot,. I am talking about the fact that inconsciously men

naturally will treat with greater concern and will take greater risk in
a situation where there is greater welfare involved or greater evil
threatened than they will in, connection with smaller things. That
18 human nature.
Governor YOUNG. That is human nature; yes.
The CHAIRMAN. Mr. Fort.
Mr. FORT. Governor Young, I want to ask you one or two general

questions preliminarily.
Is the function of the Federal Reserve Board, as you view it, thatof controlling the policy of banking generally and the forms of codes

of banking, or is it simply to administer definite, prescribed duties?
Governor YOUNG. I would describe the board, Mr. Congressman,

as a central body with certain supervisory powers and many regula-
!,ory powers, that functions more and more in accordance with the
intent of the act and the traditions of our country when it operates
as a coordinating supervisory body rather than an administrative
body
Mr. FORT. Then that implies really a function to advise Congress

as well as to advise banks, does it not, as to what is proper banking?
Governor YOUNG. I think the function of advising banks as to

What is proper banking is a function that comes under the super-
visory powers of the Comptroller of the Currency rather than the
Federal Reserve Board.
Mr. FORT. But you have State banks also as members of your

System.
Governor YOUNG. Generally speaking, that is left to the super-

visory authorities in the many States.
Mr. FORT. But you have not answered whether you feel you have

a function to advise Congress as to what, if any, changes should be
made in the code of law governing national banks and the Federal
reserve system in its power over State banks.
Governor YOUNG. I think we not only have the function, but we

have a duty.
Mr. FORT. Is there any concurrence of opinion in the board atthe present time toward recommending to Congress any changes inthe banking code, either as it relates to national banks or as it relatesto State member banks of the system, or as to the powers of theboard over either of those types of banks?
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Governor YOUNG. The board has sent, both to the Senate and the
House, during. the. past two or three years, recommendations for
changes in legislation, largely technical, in connection with—I au'
going to say offhand-14 or 15 amendments since Christmas of this
year. The board is not prepared to make any recommendation te,,
the Congress of the United States in reference to this question ei
branch, group, or chain banking, as was stated in my letter the
other day.
Mr. FORT. Yes; I understood that.
Governor YOUNG. My colleagues preferred to see the results.ol

this investigation, and they preferred to make a further study with
their own committee before making any recommendations, arig
would like to have it understood by the committee here this morning
that any statement I made was as an individual and not an expres-
sion on behalf of lily colleagues or an expression of the titular head
of the Federal Reserve Board, known as the governor.
Mr. FORT. You not only have no recommendation as a board on

matters of the general code of banking,. but you have no recommen"
dations as to any change in the powers of the board itself dealing with
changed conditions?
Governor YOUNG. The board, if I remember correctly, and you will

find that in the brief submitted, recommended several years ago that
it be given certain regulatory powers in reference to development of
group and chain banking.
Mr. FORT. Are those now renewed?
Governor YOUNG. No, they are not; not at this time.
Mr. FORT. I notice 
Governor YOUNG. If I may just go ahead and finish this 
Mr. FORT. Certainly; go ahead.
Governor YOUNG. The Federal Reserve Board, under the Federal

reserve act, if we read it correctly and interpret it correctly, has
almost unlimited powers in dealing with reserve banks which, fortu-
nately, the board has very seldom exercised.
I think that completes the answer to your original question.
Mr. FORT. I notice on page 56 of your memorandum a reference to

a condition which the board had prescribed in its 1924 regulations
relating to State banks, which provided that they should not con-
solidate without the permission of the board, nor absorb nor purchase
the assets of other banks, nor directly or indirectly, through affiliatO
corporations or otherwise, acquire an interest in any other bank in
excess of 20 per cent of the stock; and I notice further that on the
same page you say that as a result of the amendment of section 9 Of
the McFadden Act, there is some doubt whether the board now has
authority to prescribe this condition and therefore it has been unable
to exercise the same degree of control over chain banking, and yet
the regulation which I have quoted from has now been changed,. as
set out on page 57, so as to eliminate all reference to the acquisition
of control indirectly by any State bank or trust company.
I take it from the occurrence of that language in the inemorandiun

that you now feel powei less to deal with the acquisition of control
through affiliate corporations?
Governor YOUNG. Correct.
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Mr. FORT. Do you feel that you should have that power conferred
"Pon you?
, Governor YOUNG. I think that my colleagues would prefer to see
he conclusions of this investigation and their own investigation
i'efore asking for it again.
. Mr. FORT. Even as to the grant of power? That does not require

exercise.'
, Governor YOUNG. On the theory, Mr. Congressman, that it is

to unscramble. Earlier this might have worked to our ad-
vantage, but this has all taken place.
„Mr. Fowl% It is not a complete process yet, is it? I mean that

are still further possible absorptions through affiliates or
otherwise, are there not?
Governor YOUNG. That is true.

r. FORT. I am not now asking you whether you feel we should
(111.0tly legislate to enact the particular thing that was your old
r''g.ttlation, but I am simply asking you whether you feel we should
1:(10(Ige the power in your body to make such a regulation if in your
Puh!sment such regulation was desirable?
(;(1VeITIOr YOUNG. Under the present conditions and what has

(1{,veloped, individually I would say no.
Ir. FORT. In other words, you would feel that it was wiser to

leave no power anywhere except in Congress to mterferre with it?
Governor YOUNG. Correct.

. Mr. FORT. If Congress, as a matter of policy, however, felt that
It was undesirable to permit this further extension of acquisition of
Control, would you feel that we should directly legislate upon it and
Make it always illegal, or that we should confer upon you the power
to determine whether it should be allowed or not be allowed?
Governor YOUNG. In other words, that would make it mandatory

With the board, or discretionary? I would lake more time to think
.that over, Mr. Congressman.

Mr. FORT. All right, sir.
Governor YOUNG. I am not trying to be evasive on these things.
Mr. Form I understand that. I appreciate that in your official

Position you should be very slow to express opinions.
We have had some indications, some of us, that a condition is

Possibly arising in some—perhaps only one at the present time—of
ti;ie Federal reserve districts where control of the elections of the
directors of the Federal reserve banks is being in effect vested in oneor two holding companies. Would you feel that it was desirable that
such a condition should be permitted by law?
Governor YOUNG. Could you state the district you are referringto?
Mr. FORT. I have refrained from injecting names into this discus-

sion where possible, but I can do so very easily.
Governor YOUNG. I think I can answer that without having any

sPecific district.
I think the combination of certain groups, with what they now

have, could elect two of the nine directors of the Federal reserve bank,
theoretically. Through their influence, they might go beyond that,but I do not see how those groups could elect and maintain a control
of the Federal reserve bank.
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Mr. FORT. Is it or is it not possible under the law and the me thod,
of the selection of the directors that a group or two groups—and, 0_1
course, if two could, one could—could acquire sufficient control in
district to enable them to directly influence the election of a majority/
of the directors of the Federal reserve bank of that district?

Governor YOUNG. If they owned and controlled more than 11-elf
of the member banks of that district, they could do it; otherwise It•
Mr. FORT. Is that a condition that we should permit to happen• ,
Governor YOUNG. I think that the supervisory and regulatekrJ

powers of the Federal Reserve Board are such that if there should
any abuse whatever of the powers of those directors, the board Ion'
be in position to correct it very quickly.
Mr. FORT. Is it a sound practice to permit, even though the evils

resulting from it might thereafter be corrected?
Governor YOUNG. I do not think it is possible, Mr. Congressmen'
Mr. FORT. For one group to acquire such control?
Governor YOUNG. No.
Mr. FORT. Why not?
Governor YOUNG. They would have to own half of the banks in the

district in the first place, member banks.
Mr. FORT. You just said that a single bank in New York City

to-day larger than the entire resources of one whole Federal reserve
district. Why is it not possible for a single holding company t°
acquire complete control in a district?
Governor YOUNG. It is possible.
Mr. FORT. If they thought it desirable?
Governor YOUNG. Yes.
Mr. FORT. And were willing to pay the necessary price?
Governor YOUNG. Correct.
Mr. FORT. Would you feel that that was a condition that we should

leave as a possibility?
Governor YOUNG. That is possible, but highly improbable, in 11°Y

opinion. If it should develop, legislation could correct that verY
quickly. I see no necessity for it at the moment.
Mr. FORT. Except that it is more difficult to unscramble than t°

let it be set up, as you very properly said?
Governor YOUNG. Well, not in a case of six directors that are

elected.
Mr. FORT. But I mean that the ownership and control of the

banks that do the electing, once acquired, is very difficult to—
Governor YOUNG. Oh, yes; it is hard to unscramble.
Mr. FORT. You have said that there is no fear of the large bank"

ing systems leaving the Federal reserve, have you not?
Governor YOUNG. Yes; that is my opinion.
Mr. FORT. You think that we are in a fairly favorable position t°

stiffen up any regulation that we may think needs stiffening without
the fear that by so doing we will weaken the Federal reserve systeag
membership, substantially?
Governor YOUNG. It might be so drastic that it would force some

of them to move out. For instance, if legislation forcing the un-
scrambling of some of these groups should develop, it might result
in serious loss to the Federal reserve banks in the way of members.
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4, Mr. FORT. Which it seems might be a further reason for legisla-
M before the scrambling went so far as to make the unscrambling
atkossible.
fAnas the Federal Reserve Board as a board given any consideration
7: the —very rapid entry of banks into the investment business, either
eirectly or through afhliates?
Governor YOUNG. It has given consideration to it.
Mr. FORT. But is has no definite policy to recommend?

tt.Governor YOUNG. Correct. It has felt that it is one of those
otegs. that the board is powerless in, the same as the comptroller's

/ils Mr. FORT. Does the board, or do you, individually, have any
°Pinion as to the soundness as a banking function of the purchasing

9n. _1111,4 selling of bank stocks by banks, for the account of the bank,
„wilich is permitted now by some States in connection with their
uanks?
,., Governor YOUNG. That is confined, is it not, Mr. Congressman, to

he Preferred stocks?
Mr. FORT. No; not in all States.

is Governor YOUNG. Are there not some restrictions?
re Mr. FORT. The laws of the different States, as I understand it,
0 „s'uner on that point. I would be very glad if, as a part of your testi-

my you could give us a digest from your records of the State laws
Oh that question.
, Governor YOUNG. We have State laws regarding the ownership of
°ank stocks by holding corporations.
Mr. FORT. J am not speaking of stocks held by holding corpora-

tions. In my own State, for example, one State bank or trust com-
a PanY can own stock of another bank, State or national, in its own

'lame; it can own the stock of an industrial corporation or a railroad,
y ,Md I would like to have a digest of the laws on that throughout the
y united States, if I can have it.

Mr. WINGO. Would it not be wise if you not only had a digest
) Which would show the laws of the States separately with reference to

evvnership of other bank stocks, but also a separate digest which would
show the different laws of the States with reference to owning stock
generally?
Governor YOUNG. That will be prepared for you, Mr. Congress-

Mr. FORT. I will be very glad to have it.
Governor YOUNG. In reply to the other part of your inquiry, Mr.

Congressman, I will report that the Federal Reserve Board in the
Past, when it has admitted a State bank to membership, in exercising
its statutory authority has usually laid down a condition of member-
Ship which prohibits that bank from acquiring stock in another bank
except with the permission of the Federal Reserve Board.
Mr. FORT. That is, as to future acquisition.
Governor YOUNG. The board, however, has never issued any regu-

lation or requirements in reference to acquiring stocks in other
corporations.
Mr. FORT. What I am trying to get at is whether, in your judg-

latent—for which 1 have a very high respect—the dealing in stocks
is a proper banking function.
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Governor YOUNG. I would say, Mr. Congressman, that the buYing_
and selling of stocks for a profit and turning them over is not a proPe

a 
l Pt

function for a bank. The investment of all surplus funds in seasone 
stocks and bonds solely for the income might be a proper functiall ea
for a bank. e)
Mr. Fowl. Along with that, then, if the buying and selling h:for t 

purpose of profit is not a proper function, is the underwriting of larg
issues and the merchandising of them a proper banking function?

Governor YOUNG. National banks are not permitted to do that. co
Mr. FORT. No, sir.
Governor YOUNG. Some State banks are. ti
These inquiries come to me out of a clear sky, Mr. Congressman,

and I would like a little more time to think that over. 131
Mr. FORT. And, while you are thinking that over, because I ail!

going to ask you some more questions on that, or I will ask them el as
some other member of the board, would you also consider Vie Pr.°-
priety and wisdom of it being done indirectly through the sectlrItYt
affiliate which is in the public mind tied in with the bank, if it is n°
a proper function for the bank itself to do, because that is being done
by national banks as well as State banks?
Governor YOUNG. Well, I am going to ask for a little more time

on that.
Mr. FORT. I will gladly concede it, as I have been thinking ab°t1t

it for several years and have not reached a final decision in my °we it
mind.
We have had some testimony from Comptroller Pole on the need,

of branch banking in country districts because of a lack in part 0;
the difficulty of maintaining a bank with adequate capital in small
towns because of the lack of profit possibilities in these small town;
That is perfectly sound, I think. I wonder if there is in the recora
yet, or in any of the exhibits you have given us, any statement of the
profits actually made by banks by any classification as to size, of the
percentage of profit on invested capital—or if such a thing could be
gotten up for us?

Governor YOUNG. Not in anything that has been subinitted by tne'
Did the comptroller's office furnish anything along those lines
Mr. AWALT. We have some information in regard to their earnings'

classified by States.
Mr. FORT. But not by size of banks?
Mr. AWALT. Not by size of banks, I am sure.
Mr. FORT. I wonder if it would be too difficult to get for us some

information as to the banks in the various capital classes, with snIne
range—I do not mean each size, but the smaller banks and the banks
of over half a million dollars, and the banks of over $5,000,000, as to
their percentage of profit on invested capital?
Governor YOUNG. Doctor Goldenweiser informs inc we have pub-

fished that from time to time.
Mr. FORT. We would be glad if it could be put in the record.
The CHAIRMAN. Without objection, it will be put in the record at

this point.
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(There was no objection, and the information referred to will be
Printed at the conclusion of Mr. Young's testimony.)
Mr. AwALT. The comptroller has some confidential information on

earnings, I think, that he wants to lay before the committee in
executive session some time, but I do not believe that he wants the
information he has along that line to go into the public record.
Mr. FORT. The Federal reserve figures would show State banks as

well as national banks, and they would be more useful than the
Comptroller's figures alone.
There has been a complete transformation in banking practice in

the larger towns has there not, Governor Young, in the last few years,
With respect to die shift from loans on name paper to loans on secured
Paper?
Governor YOUNG. Yes; there has been a very large change in the

assets of the banks.
Mr. FORT. And that shift necessarily requires the banker to be a

Man who has some understanding of securities and of their funda-
mental values does it not?
Governor YOUNG. Yes, sir.
Mr. FORT. And in contrast to the old-fashioned banker, who could

rely entirely on his Dun and Bradstreet and his judgment of character?
Governor YOUNG. That is correct.
Mr. FORT. That may furnish some sound reason, may it not, for

larger institutions having a contact with the investment and securities
Phases of modern banking spreading out into the districts where that
type of information is not so readily accessible?
Governor YOUNG. That is correct.
Mr. FORT. And also perhaps furnishes us some basis for branch

banking. The better information that a large institution is able to
get on securities and security values would be a possible reason in
sound banking for the larger institution itself to exist.

Governor YOUNG. I believe that is an accurate statement. It is
like all of those statements, however; there are some exceptions to it,
Mr. Congressman.
The CHAIRMAN. Would you permit a question at that point?
Mr. FORT. Yes.
The CHAIRMAN. 1 was interested in the colloquy that has just

taken place, and I ask you how much of that change from eligible
paper to notes secured by investment securities was caused by the
banks themselves, or has it been caused by a more intense develop-
ment of investment banking and distribution of securities?
Governor YOUNG. I would say it is caused by more intensive

development of the securities business.
The CHAIRMAN. In other words, industry has changed its method

of financing itself from the old method of borrowing on its own notes
to that of securing its financing through investment houses, which
results in the issuance of securities, but which ultimately gets back
into the banks?
Governor YOUNG. That is the way I see it, Mr. Congressman.
The CHAIRMAN. That, of course, then is a changed situation which

confronts the operation of the Federal reserve system, is it not, in
getting more investment securities into the system rather than
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commercial paper and eligible paper that was issued as a direct
result of settlements of trade transactions?

Governor YOUNG. When you say in the system, do you mean the
members of the system?
The CHAIRMAN. Yes.
Governor Youwo. That is correct.
Mr. WINGO. Mr. Fort, in connection with that underwriting

question, may I ask a question?
Mr. FORT. Let me develop it and see if I do not cover it.
Governor Young, you have spoken also of the tremendous growth

of the fiduciary powers and operations of banks. Is there any state-
ment now in the record, or could one be put in, showing the amount
of assets now in the control of the members of the Federal reserve
system in their fiduciary capacity, apart from their own resources?

Governor YOUNG. I think that that can be furnished, Mr. Con-
gressman, in so far as the national banks are concerned. I think we
experienced some difficulty in securing that information from the
State member banks.
Mr. FORT. And the State member banks, of course, constitute the

old trust companies?
Governor YOUNG. They are the old trust companies.
Mr. FORT. And, therefore, there is far more of it likely to be /e.

their hands than in the hands of the national banks?
Governor YOUNG. That is correct.
Mr. FORT. And you have no such figures for the State banks, or

none that you feel are complete?
Governor YOUNG. They are not complete.
Mr. FORT. Will you put such as you have into the record, both

with respect to National banks and State banks?
Governor YOUNG. I will be glad to.
Mr. Smead tells me there is very little in reference to State member

banks that is of value.
Mr. FORT. Do you or do you not feel that that is something you

should have complete information on in regard to your member
banks?
Governor YOUNG. We thought so, Mr. Congressman, but, as yoll

say, the old trust companies that have been in operation in this
country for a great number of years did not accumulate these statistics
as the national banks have accumulated them, because the national
banks have been more recent in that connection, and that information
has been asked for.
Mr. FORT. Would you not be able to get it if you put into effect a

regulation of the Federal Reserve Board requiring it to be given?
Governor YOUNG. We made a very courteous request at one time

that they give us that information, with such a reaction that we
abandoned the idea of attempting to get it. There was a very strong
complaint from many of the State member banks that they had
already furnished us so much information and that the compilation of
what we wanted would be so expensive to them that they asked us
not to require it.
Mr. FORT. It seems to me, as a member of this committee, that

it is one of the very vital things that we should know in considering
this whole question of the aggregation of economic power in chain,
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oup, or branch banking, that we should get those figures somehow.
If you can not get them, I think we ought to.
Governor Y OUNG. Mr. Smead informs me that it would take weeks

to get that information, even though there was a willingness on the
Part of the State member banks to furnish it.
Mr. FORT. lilt is difficult for the Federal Reserve Board to get

it, I assume that this committee, under its powers, can get it if it
thinks it wants it from any bank, and perhaps they might be more
Nvillinc, to have it furnished to us by you in lump form than they
Would to furnish it in the shape of individual reports.
The reason I asked that question is that it has a bearing directly

Oil this whole question of chain banking and of investment banking.
The modern banker, certainly in the larger cities, is operating gen-
erally either directly or through affiliated organizations as a house
of issue of investment securities and as a seller and purchaser of
securities for his own account. He also is operating as a fiduciary
charged with the duty of considering the investment of trust funds
solely from the interest of the cestui que trust. In private enter-
Prise there has grown up the class of house known as investment
counsel, who advise as to investments, but who exercise no purchas-
ing or selling functions in connection with them and make no profit
Whatever out of any dealings in securities, but simply advise.
Governor YOUNG. And charge a commission.
Mr. FORT. Charge a commission for advice based on principal or

income. The trustee is compensated legally by a commission, either
On principal or on income. It has seemed to me that the growth of
the investment counsel idea was based upon the theory that human
Psychology was such that the man who did the advising as to the
nature of the investment ought not to have any interest in or possible
profit out of the making of the investment.
I wondered if you had given any thought as to the propriety of the

exercise of fiduciary powers by banks, including the undisturbed
right to sell or purchase securities for profit for their own account or
that of an affiliate?
Governor YOUNG. Yes; I have given some thought to that.
Mr. FORT. What is your judgment on it?
Governor YOUNG. Well, the national bank law permits banks to

buy bonds, permits banks to exercise fiduciary powers, and I am
inclined to agree with you that human nature is the same one place
as it is in another. It has prompted the development of these invest-
ment counsels, and what the future of those will be will depend, I
expect, entirely upon what the public thinks about them.
That is not answering your question directly, and I do not want to

be evasive, but could I answer in in this way: Is there any great
harm, or have any great losses developed, through the set-up that
we have in our banking systems to date, or is it too early to determine?
Mr. FORT. If you are asking me that question, I think I would

answer "yes" both times.
Governor YOUNG. Well, that is information that I have not got,

Mr. Congressman.
Mr. FORT. It all leads, however, to the general consideration—

and I had wondered just how much consideration you had given to it
and whether you had reached any final conclusion in your own
mind—as to whether the psychology of men is such that it is wise to
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mix the traditional functions of a banker, as a receiver of deposits
and a lender of funds, with the function of the dealer in securities,
particularly in a time when the great bulk of the investments and
loans of the banks is based on securities.

Governor YOUNG. I am going to answer that, Mr. Congressman, by
saying that I have given some thought to it, but not sufficient thought
to it.
Mr. FORT. Do you not feel that perhaps it is one of the lines of

thought to which this committee ought to direct its attention and
to which perhaps the Federal Reserve Board ought to direct its atten-
tion in any revamping of our law, if we are going to revamp it at all?
Governor YOUNG. I think so, but, Mr. Congressman, we have to

keep in mind all the time that the Federal reserve system is a very
important credit structure in this country. Drastic legislation is
liable to cripple that system. The competition of State banks and
State laws and State trust companies has always been a hard one to
overcome, and perhaps always will be. I think it is safe to say that
much of our Federal legislation has been enacted in an attempt to
meet that competition. In other words, there is always a liberali-
zation of the national law.
Mr. FORT. Mr. Ltice of this committee, described the situation

very aptly, I thought, the other day, when he spoke of the finer and
the baser systems of banking, using the State system with its greater
freedom and flexibility, as the baser system, and speaking of the danger
of the flow from the finer to the baser, which is somewhat, I think,
what you have in mind. But, assuming that we had the power to
control the major systems, at least the larger banks, through the
Federal reserve, whether they be State or national, is it not wiser
perhaps for us to consider legislation which is not necesssarily drastic
at this time and place all banking upon a somewhat sounder basis
than it would be perhaps to let ourselves five years from now be
thrown into a situation where we might have to adopt some very
drastic legislation?

Governor YOUNG. If that could be done, I should think it would
be much better.
Mr. FORT. Do you favor the locking up of the stock control of a

bank in voting trusts, as a matter of policy?
Governor YOUNG. I would rather see branch banking.
Mr. FORT. If you had a large branch banking system, would you

favor a proviso by law that that stock could be put either in a voting
trust or consolidated into a holding corporation, either one, or would
you prefer legislation that would compel its being left free?
Governor YOUNG. I would prefer the legislation that it be left free.
Mr. FORT. That reaches right to the whole question of chain and

group banking, does it not?
Governor YOUNG. Correct.
Mr. FORT. There is some power at present in the board, is there not,

to control the number of banks of which a man can be a director?
Governor YOUNG. Under the Clayton Act; yes, sir.
Mr. FORT. But there is some discretion in the Federal Reserve

Board to allow a man to be a director in more than one bank, is there
not?
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Governor YOUNG. In not more than three banks, any one of which
Liss combined resources in excess of $5,000,000.
Mr. FORT. But as long as it is a large chain of small banks, there

Would be no interference with it under the present law, would there,
kid no supervisory power?
, Governor YOUNG. It would not even be referred to the Federal
Lteserve Board. The law would permit them to serve.
Mr. FORT. One of the forms of legislation that we could use if we

'iesired to control the chain and group banking would be further
Innitation of the right of a director to serve in more than one institu-
tion, would it not?
Governor YOUNG. That would be some control.

, Mr. FORT. And a requirement that the majority of a board must
se local men?
, Governor YOUNG. That is a requirement under the national bank-
ulg act now, is it not, Mr. Await?
Mr. AWALT. Yes.
Mr. Fora. Is that an absolute requirement?
Mr. AWALT. 1 am not sure. May I look it up for you?
Mr. FORT. While that is being looked up, I only have one or two

Other questions.
Mr. Wingo asked you some questions about the tendency to pro-

,tect a larger bank from failure rather than a smaller. As I take it,
it is not so much that the Federal Reserve Board would exert its
Powers in that direction as that other large banks would step into the
situation and rescue the bank—is not that a fact?
Governor YOUNG. That is correct.
Mr. FORT. Where they would not feel the same obligation to pro-

tect a small one.
•Mr. WINGO. If you will pardon me, that is what I really hadjin

niind. I was not limiting it simply to his organization, but to the
banking world generally.
Mr. FORT. There have been some notable illustrations of that in

recent years, have there not? I do not want to go into names, but is
not that a fact?
Governor YOUNG. I have been trying to think of the Northwest,

the territory that I am familiar with, and I think every effort was
exerted by the Federal reserve system and the Comptroller of the
Currency and the State banking authorities and the larger banks in
the large centers, including Chicago, New York, Minneapolis, St.
Paul, to save every bank in the Northwest that possibly could be
saved.
Mr. FORT. 1 am not disputing that; do not misunderstand me;

I am not trying to argue that everything has not been done .that
could have been done, but it is a psychological fact, as I think you
admitted, that a tremendous effort would be made, even at the chance
of considerable loss, on the part of those cooperating, to protect any
of the major banks of the country from failure in a time of stress?
Governor YOUNG. Yes; I think that that would be just human

nature—not for that particular bank, but for the number of banks
that may be involved.
Mr. FORT. That is what I was coming to. Is not that effort, where

a bank has a large number of small correspondent banks, quite as



498 BRANCH, CHAIN, AND GROUP BANKING

much in the interest of the small correspondent bank as it is in the
interest of the major bank itself?

Governor YOUNG. More SO.
Mr. FORT. So that where the banks and the Federal Reserve Board

are making a particular effort to save a large structure, it is
solely for the benefit of the stockholders of the large structure, buil'
it is for the preservation of all of the correspondent banks and all
others having dealings with them?

Governor YOUNG. That is correct.
Mr. FORT. As well as the maintenance of public confidence. I

just wanted to get that view of the matter into the record.
Mr. AWALT. I now have this information for you.
Section 5146 of the Revised Statutes, as amended by the act °f,.

February 25, 1927, known as the McFadden Act, provides in Pal:"
that three-fourths of the directors oi a national bank must be resl;
dents of the State in which the bank is located or within 50 miles °I
the location of the bank.
Mr. FORT. But there is nothing limiting them to the immediate

locality of the bank, to the corporate limits?
Mr. AWALT. No; and that only applies to three-fourths of tile

directors.
Mr. WING°. Three-fourths of them shall live either within the

city or within 50 miles of it. There is a peculiar reason why that WO
put in there.
Mr. FORT. I think that is all. I a sorry to have taken so muchm 

of your time, Governor.
Governor YOUNG. Mr. Chairman, some reference was Inad,e

to eligible paper. Anticipating that some inquiries might be inae!e
about it, I have had prepared some information in reference to eligible
paper, which shows the total amount held by all member banks in the
United States, subdivided into central reserve cities, reserve cities,
and country banks, showing the percentage of their assets that is iL
eligible paper at the present moment. It further divides it by Feder
reserve districts, and one Federal reserve district divides it by bank5,;
I do not know that that would be of any benefit to the committee
Mr. FORT. I think it would be very good to have it in the record.
Let me ask one additional question on that subject.
Mr. WINGO (presiding). In the absence of objection, we will Put

that statement in the record right here.
(There was no objection, and the statement referred to is reproduced

below.)
FEDERAL RESERVE BOARD,

March 17, 1930.
To Governor Young.
From Mr. Sinead.
Mr. Wyatt gave me a copy of his memorandum to you to-day on "Questio00

which you will probably be asked during hearings on branch banking," and 10
this connection I am handing you herewith Table No. 79 taken from the galleY
proof of the board's 1929 annual report which shows the gross and net earnings
and disposition made of net earnings of each Federal reserve bank and of all the
banks combined, by years from 1914 to 1929. I have also compiled certain date
relating to eligible paper held by member banks which you may find helpful In
case this subject is brought up.
The following table shows, by classes of banks, the amount of eligible paper

and of United States securities—net, i. e., after deduction of United States,
securities pledged to secure national bank notes outstanding; and the ratios 01
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eligible paper to total loans and of eligible paper plus United States:securities—
!let to total loans and investments:

December 31, 1929
[In millions of dollars]

All
member
banks

tii„ )fible paper 
united States securities—net 

4,397
3, 218

Total 7,615

of eligible paper to total loans (per cent) tO Of eligible paper plus United States securities—net, to
total loans and investment (per cent) 

17

21

CentralReverescrve

e"Y banksbanks 

Country
banks

1,3101 1,403
4189 1,215

1,684
814

2,499 2,618 2,498

16 15

24 22

19

19

We have also compiled the following table to show this information by Federal
reserve districts:

,,host
p4ev,

C,Iev
nieh
Atlit
nein
01.

in
a.a

San

[In millions of dollars)

Federal reserve district
Eligible
paper

Govern-
mcnt se-
curities,

net

Total

Ratio of 
eligi

blepaper
to total
loans

Ratio of
eligible
paper
plus

United
States se-
curities,

invest-
ments

• on
York 
idelphla 
eland 
mond 
ita 
ago 
'outs 
aeapolis 
as City 
LS 
Francisco 

Total 

2,52
1, 382
271
272
194
205
621
202
180
268
235
315

172
1, 258
138
327
72
70
321
82
108
149
85
435

424
2, 640
409
599
266
275
942
284
288
417
320
750

Per cent
13. 2
15. 2
14. 6
11.3
20.0
24. 1
16. 5
21.1
32. 0
33. 4
32.9
14.0

Per cent
16. 6
21. 4
15. 2
17. 3
20.9
24. 7
19. 1
2i.3
31. 6
34. 4
34. 2
23.5

4, 397 3, 217 7, 614 16. 8 21. 1

We have just completed the tabulation for one district—Richmond—of the
data recently requested by the hoard as to the distribution of eligible paper
Wong individual member banks. The figures for the Richmond district are as
follows:

Number
of mem-

ber
banks

Eligible
paper Loans

Number eligible paper 
Eligible paper equal to following percentage of total loans:

Loss than 5 per cent 
to 10 per cent 

10 to 20 per cent 
so to 30 per cent 
30 to 40 per cent 
40 to 50 per cent 
50 to 60 per cent 
60 to 80 per cent 
80 per cent and over 

Total 

25

31
53
128
102
09
51
29
22
4

514

$1, 000, 000
9, 000, 000

62,0(X), 000
53, 000, 000
26, 000, 000
22, 000, 000
11, 000, 000
10, 000, 000
1, 000, 000

518, 000, 000

42, 000, 000
127, 000, 000
412, 000, 000
215, 000,000
75. 000, 000
50, 000, 000
19, 000, 000
16, 000,000
1, 00o, 000

194, 000,000 974, 000, 000

-ad
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Mr. FORT. Is there any view on the part of the Federal Reserir
Board as to whether the growth of loans upon security in contrails"
tinction to loans on name paper should be followed by any modifie

i 
s;

tion of the rules as to what constitutes eligible paper n the Federal

reserve system?
Governor YOUNG. The board has made one recommendation t°

both the House and the Senate, and that is that debentures of ths
intermediate credit banks which we are now permitted to buy under,
the law be made eligible as collateral for 15-day notes, provided that'
they do not have a maturity to exceed six months.
Mr. FORT. That is the limit of the recommendation?
Governor YOUNG. That is the limit of the recommendation of the

board.
Mr. FORT. There is no feeling on the part of the board that this

condition which Mr. McFadden so clearly described, where corporr
tions, instead of beimg borrowers, are financing themselves by the ss e
of securities and trusting to individuals to find that money by borrow;
ing on the securities, justifies extending the 3ligible paper rulesto

Federal reserve system so as to 'embrace collateral loans f0r
rediscount?

Governor YOUNG. I can not answer for the board; I can answer. PI
myself. These figures will show that the member banks of the Un1t4u,
States now have $7,615,000,000 'of eligible paper. That represeo"
17 per cent of the total investments.
I belieVe that the eligibility regulations are sufficiently broad at

present. I think that the restrictions no doubt contributed
large way toward enabling business to get money at a reasonah!
rate for the last two years. Eligible paper was preferred by tue
banks; they paid a premium for it by keepmg the rate down.
I do not know how to illustrate it, but if that entire $7,615,000,9°2

were under rediscount at the Federal reserve banks, we would thou'
that there was sufficient eligible paper in America.
Now, the time may come in the future when we will have to liber-

eralize the eligibility requirements, but I do not think that time is
here at the moment. If it does come, I am inclined to agree with
Governor Harding, of the Federal Reserve Bank of Boston, who has
had a great deal of experience in the operation of the Federal reserve
system, that we should resort to the Lombard loan rather than Pick
out any particular kind of paper.
Mr. FORT. Just what is the Lombard loan?
Governor YOUNG. The foreign banks of issue have a straight

collateral note where they loan on most any kind of collateral that is
acceptable to them. That Lombard loan usually carries a bighf
rate than the prevailing rate for bills, but that would have to be

approached very carefully in this country, in my opinion. If t41?42
Lombard loan were ever adopted, I think it should be used only lit
an emergency, and then only with the approval of the Federal Reserve
Board.
Mr. WINGO. You may have covered this when I was not listening,

but have you stated your personal views with reference to the branoo
banking proposal of the Comptroller of the Currency? Do you favor
that proposal or not?
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Governor YOUNG. I do. I think there should be a liberalizationof the national banking law in reference to the establishment of
branches.
Mr. WING°. Would you make that extend to a particular area, or

make it nation-wide or state-wide or a trade area?
Governor YOUNG. I have given a good deal of consideration to

that. I have thought of it from the county-wide standpoint, and that
does not permit proper diversification, in iny opinion. I have con-
sidered it from the standpoint of state-wide, and there have been some

idifficulties with that. I have considered t from the standpoint of
being district-wide, and that would work out very nicely in some
districts, but in others it would not. I have considered it from the
standpoint of being state-wide or district-wide, together with a radius
of 100 miles, and there are some difficulties with that.
So I have come down to the same conclusions that the Comptroller

of the Currency has, that a trade area is the proper thing at the
moment. To describe a definite trade area is extremely difficult.
If the Federal reserve act intended to have the Federal reserve system
do it, I might say that they did it as well as they could with 12
regional banks, and we have since extended that by the establishment
of 25 branches, and even that is not 100 per cent perfect.
Mr. WINGO. Would you have that trade area defined by legisla-

tive enactment, or by some administrative authority?
Governor YOUNG. Do you mean in the future?
Mr. WINGO. Yes. If we amended the law, liberalizing as you sit\

the branch banking operations of national banks, would you have
that legislative enactment define the trade arens which you say in
your judgment are preferable, or would you leave the definition of a
trade area and the division of the country into trade areas to an
administrative authmity?
Governor YOUNG. I would leave it to an administrative authority

or authorities, because trade areas are changing continuously.
Mr. WINGO. You would make it flexible, then?
Governor YOUNG. I would. .
Mr. WINGO. Mr. Seiberling is next.
Mr. SEIBERLING. I have not had a chance to read the governor's

statement at all. I would very much prefer to question him to-
morrow morning._
MT. WINGO. M.T. Busby. .
Mr. BUSBY. Not this morning.
Mr. Wiliao. Is there any member of this committee that wishes

to question Governor Young at this session, or do all of you prefer
to wait until you have read this statement of his before you question
him further? Our time is about up, anyway; we only have just
about 12 minutes.

If there are no further questions, then we will adjourn until Friday
morning.
Mrs. Pratt, I beg your pardon;.  did you have any questions you

wanted to ask the governor this morning?
Mrs. PRATT. No; I would rather wait.
Mr. Wirioo. I thought you had indicated that before.

A
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Mr. SEIBERLING. I would like to have Mr. Young put into the
record the branches of the Federal reserve banks and where they
are located.
Mr. WINGO. Yes; that can be done.
(The information referred to will be printed at the conclusion of

Mr. Young's testimony.)
Mr. WINGO. Then, Governor, I presume there will be some meta'

bers of the committee Friday morning who will be prepared to question
you further. Will that suit your convenience?
Governor YOUNG. At 10.30?
Mr. WINGO. At 10.30.
Governor YOUNG. Yea.
Mr. WINGO. In the absence of objection, we will now adjourn,

until 10.30 o'clock Friday morning to resume the questioning 01
Governor Young.
(Thereupon, at 12.45 o'clock p. m., the committee adjourned to

meet at 10 o'clock a. m. on Friday, March 21, 1930.)
a.

tii
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FRIDAY MARCH 21, 1930

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Washington, D. C.
The committee met in the committee room, Capitol, at 10.30 o'clock

a. m., Hon. James G. Strong presiding.
Mr. STRONG. The committee will come to order.
I understand that Mr. Seiberling is ready to continue the examina-

tion of Governor Young. You will proceed, Mr. Seiberling.

STATEMENT OF HON. ROY A. YOUNG—Resumed

Mr. SEIBERLING. Mr. Young, you stated in the record that some

Will 
the information which you placed on the table is confidential.

Will you tell us why this information is confidential?
Governor YOUNG. Mr. Congressman, when we furnished that infor-

Illation originally, we had listed many of these groups by name.
That was information that was collected by the Federal reserve
agents, and it was a question in our mind as to whether that should
be a public document.
However, that same information has been introduced by the

Comptroller of the Currency in the record, so that it is no longer
confidential information, and therefore I think I am safe in saying
that there would be nothing else that would be of a confidential
nature.
Mr. SEIBERLING. My purpose in making that inquiry was that the

record showed that the information put on the table here in open
meeting was considered confidential, and unless some reason was
given why it should be confidential it might be very misleading.
Governor Yourrei. Yes.
Mr. SEIBERLING. Now, under a branch bank plan with trade areas,

the number of members of the Federal reserve system would decrease,
would it not?
Governor YOUNG. Yes, sir.
Mr. SEIBERLING. That is, if a main branch bank took over a

member bank and made it a branch, the branch would cease to be
a member of the Federal reserve system, would it not?
Governor YOUNG. It would be a member.
Mr. SEIBERLING. It would be a member through the main bank—

is that what you mean?
Governor YOUNG. Yes.
Mr. SEIBERLING. In other words, there is no point in having any

bank in a group a member bank except the main bank?
100136-30—voL 1 PT 4-14 503
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Governor YOUNG. That is correct.
Mr. SEIBERLING. Because all the branches would have the facilities

of the Federal reserve system through the main bank?
Governor YOUNG. That is right.
Mr. SEIBERLING. Now, in the great number of researches that

you have made, as shown by your reports, you seem to have taken
into consideration only the number, location, and assets of the
various forms of banking organizations—is that correct?
Governor YOUNG. I think that covers the things we did take int°

consideration.
Mr. SEIBERLING. And from my reading of your report, I take it

that the logical conclusion to be derived from your statistics wool('
be that the Comptroller of the Currency was correct in his advooat-
ing of branch banking, instead of chain and group banking?

Governor YOUNG. Answering personally for myself and not for
the board, I would say yes.
Mr. SEIBERLING. How many individuals out of OUT 120,000,000?

people do you think are directly interested in banking as stockholders.
Governor YOUNG. I have not any idea.
Mr. SEIBERLING. Do you think there would be a million people

interested in banks as stockholders?
Governor YOUNG. That would be an average of 40 stockholdell

per bank. I would say yes, that there are a million people interestee
in banks as stockholders.
Mr. SEIBERLING. The number of stockholders in the present prog-

ress or evolution of the banking system is constantly decreasing, ls
it not?
Governor YOUNG. If you eliminate the holding company, yes. If

you include the holding company, I would say that they are increas-
mg very rapidly.
Mr. SEIBERLING. That is more or less of an indirect interest, how-

ever, is it not?
Governor YOUNG. From a practical standpoint, it is a pretty direct

interest.
Mr. SEIBERLING. If all the banks of the country were taken int°

chain, branch, or group organizations, you do not think the increase
in stockholders would be as great as the decrease, do you?

Governor YOUNG. If you include the group and chain organiza-
tions, I would say that there would be an increase. I am guessing a
good deal at this.
Mr. SEIBERLING. I am just asking you for your judgment.
Now, in the researches that you have made of branch, chain, and

group banking I do not find that you have made any researches as W
which form of 'banking renders the best public service.
Governot YOUNG. I think that is what we will go into with nor

committee that we now have.
Mr. SEIBERLING. Do you not think that that would be the most

important research that could be made and that it would bring forth
the most valuable information on which this committee could base
legislation?

Governor YOUNG. It would.
Mr. SEIBERLING. Since the estimate is that only one out of ever9

120 people in our country is interested in the financial side of bank-
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Rig, what would be the chief interest of the 119,000,000 people in
reference to our banking system?
Governor YOUNG. They would have two interests; one as deposi-

tors and another as borrowers.
Mr. SEIBERLING. I wonder if we could agree on these fundamental

principles: I have listed here, first, safety of deposit as the prime
interest. Would you say that that was the prime interest?

Governor YOUNG. Yes, sir.
Mr. SEIBERLING. I have listed as second, availability of necessary

funds for legitimate business at all times.
Governor YOUNG. Yes, sir.
Mr. SEIBERLING. And, third, rate of interest paid by banks on

deposits.
Governor YOUNG. I do not get just what

Congressman.
Mr. SEIBERLING. I am speaking of the

119,000,000 people who are not interested
holders.
Governor YOUNG. I see. I think as a rule that depositors are more

interested in safety.
Mr. SEIBERLING. But I am putting this third. Safety I put

first.
Governor YOUNG. That is a consideration on the part of the public,

of course. Competition controls that a good deal, though.
Mr. SEIBERLING. I know, but do yo not think that the public,

that has invested in deposits fifty-eight billions of money, is interested 
iin the rate of interest that t receives on those deposits—vitally

interested?
Governor YOUNG. Yes, sir.
Mr. SEIBERLING. I have put a.s fourth the rates of interest charged

for loans by banks. I am speaking now of public service.
Governor YOUNG. Yes, sir; I would include that.
Mr. SEIBERLING. Again having the public interest in mind, would

you say that I had listed these in substantially the order of their
importance?

Governor YOUNG. Yes; I will agree with that order.
MT. SEIBERLING. Now, I have looked over your reports quite

carefully, and I find that the word "interest," in its application to
the rate paid on money, appears only once in all the material that
you have furnished, ana thati. s on page 46, where you quote from the
report of the joint commission on agriculture, where the report
says:

Branch banking has lowered the rate of interest in some of the leading agri-cultural sections of California and at the same time provided an additionalsecurity for depositors.

I am assuming that the reason that you have not gone into thatsubject is because you have not yet made your research?
Governor YOUNG. That is correct.
Mr. SEIBERLING. When do you expect to complete that kind of a

research?
Governor YOUNG. We have employed a man for not to exceed ayear. It will take three or four months, at least, Mr. Congressman,unless the material that this committee gets can help us.

you mean by that, Mr.

public interest of the
in the banks as stock-
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Mr. SEIBERLING. It is apparent that these agriculturists were quick
to discover the reduction of the rate of interest on loans.

Governor YOUNG. Yes, sir.
Mr. STRONG. Will you ask him whether or not it will be desirable

to give us the name of the gentleman that they have employed to
make this investigation?
Mr. SEIBERLING. Yes; I will be very glad to.
Governor YOUNG. The board has authorized me to negotiate with

a man by the name of John Riddle.
Mr. SEIBERLING. What is to be the scope of his research?
Governor YOUNG. Well, Mr. Congressman, I have not that before

me. I can furnish that to the committee.
Mr. SEIBERLING. IS it to cover this other line of what kind of a

banking organization renders the best service to the people?
Governor YOUNG. That will be covered. Everything we can think

of will be covered.
Mr. STRONG. Do you not think it would be well to put into the

record who Mr. Riddle is, and what his connections are?
Mr. SEIBERLING. You just ask him the question.
Mr. STRONG. NO; you go right ahead.
Mr. SEIBERLING. Will you tell us who Mr. Riddle is, and what

his connections are?
Governor YOUNG. May I have Doctor Parry answer that?
Mr. SEIBERLING. Surely.
Doctor PARRY. Mr. Riddle was formerly chief of the Division of

Financial and Economic Research of the United States Treasury,
and subsequently he served on the staff of the transfer committee
of the reparations commissions in Berlin, and more recently has been
connected with a financial house in New York.
Mr. WINGO. What financial house?
Mr. SEIBERLING. Yes; what financial house?
Doctor PARRY. I can not give you the name of that.
Mr. WINGO. Mr. Seiberling, have you ascertained the character

of his work?
Mr. SEIBERLING. Can you find out what financial house he is

with, and insert that information in the record?
Doctor PARRY. Yes.
Mr. SEIBERLING. And the character of work he has been doing.
Mr. STRONG. And all the connections he has had in the last 10

years.
Doctor PARRY. I can put that in the record.
Mr. SEIBERLING. Have you had anything to do with the employ-

ing_of this man?
Doctor PARRY. I have been consulted.
Mr. SEIBERLING. Who has to do with the employing of that man?
Doctor PARRY. The board has a committee for the study of this

subject, consisting of Mr. Goldenweiser and Mr. Smead of the board's
staff, Mr. Rounds, of the Federal Reserve Bank of New York, Mr.
Fleming, of the Federal Reserve Bank of Cleveland, and Mr. Clark,
of the Federal Reserve Bank of San Francisco; and, by authorization
of the board, this committee, under the chairmanship of Mr. Golden-
weiser, has negotiated with Mr. Riddle. This committee has general
charge of the direction of the investigation.
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MeSEIBERLING. Have they employed Mr. Riddle?
Doctor PARRY. Yes.
Mr. SEIBERLING. You have had something to do with it, but you

do not know what banking connections he had in New York?
Doctor PARRY. I have forgotten the name of the house.
Mr. &II:mm.11.1G. Do you know, Mr. Goldenweiser?
Doctor GOLDENWEISER. I have forgotten the name of the firm

for the moment.
Mr. SEIBERLING. Can you telephone and find out?
Doctor GOLDENWEISER. Yes.
Mr. SEIBERLING. I wish you would.
(The information called for with respect to Mr. Riddle appears

later.)
Mr. SEIBERLING. Mr. Young, a business man or any other bor-

rower would show poor management if he placed himself in a position
where he had to dispose of the principal of his estate to pay interest,
would he not?
Governor YOUNG. There might be circumstances that would force

him to do that.
MT. SEIBERLING. But he would be a poor business manager if he

did that, would he not?
Governor YOUNG. It would weaken his position; yes.
Mr. SEIBERLING. Not many men do get themselves into that kind

of a position.
Governor YOUNG. Maybe I misunderstood your question.
Mr. SEIBERLING. It was only a general question.
I will ask you another question. Interest is always paid, if possible,

out of net earnings, wages, or sale of farm products. Would you say
that that is a correct statement?
Governor YOUNG. I will have to ask you to repeat it again.
Mr. SEIBERLING. We will go into more detail. An industry pays

its interest, if possible, out of net earnings, does it not?
Governor YOUNG. You mean on its borrowing?
Mr. SEIBERLING. Yes; interest is paid out of net earnings?
Governor YOUNG. Yes.
Mr. SEIBERLING. And industry does not expect to sell a part of its

capital to pay interest, does it?
Governor YOUNG. Not as a rule.
Mr. SEIBERLING. And railroads do not do that?
Governor YOUNG. No, sir.
Mr. SEIBERLING. A laboring man who borrows money has to pay

interest out of his earnings. He can not sell his home to pay interest,
can he?

Governor YOUNG. That is correct.
Mr. SEIBERLING. And a farmer has to sell his product to pay the

interest on the money he borrows?
Governor YOUNG. Yes, Sin
Mr. SEIBERLING. He can not sell his farm in order to pay the

interest?
Governor YOUNG. NO, sir.
Mr. SEIBERLING. Now, interest received on deposits and interest

paid on borrowed money are therefore the chief factors of concern to
the public at large that needs banking facilities, and the public at
large is not interested in banking profits. Is that statement correct?
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Governor YOUNG. Correct.
MT. SEIBERLING. I believe you stated that the total deposits in the

banks in this country are about fifty-eight billions?
Governor YOUNG. Yes, sir.
Mr. SEIBERLING. If a monopoly of banking could secure by such

monopoly, an additional 1 per cent per annum upon the total deposits
by the reduction of the rate of interest paid on deposits and by all
increase in the rate of interest charged on borrowed money, such
additional earnings, if that were possible, would amount to $580,000,000
per year, would they not?
Governor YOUNG. That is correct.
MT. SEIBERLING. DO you think that if there were a monopoly of

banking, and all banks were either in a chain or group or branch
banking system with a great metropolitan institution and with billions
of assets that it would be possible to increase the earnings to the
extent of 1 per cent per annum on deposits?
Governor YOUNG. It might be.
Mr. SEIBERLING. AS a matter of fact, the Government securities

are sold now and have been for two or three years past at approxi-
mately what rate of interest?
Governor YOUNG. I will have to correct this, but I think 3 was

the minimum and 5% the maximum over the last three years, i. e.,
1927 to 1929, inclusive.
Mr. SEIBERLING. You may correct it; it is the fact that I am after,

and I do not want you to put in something the record that is not
correct.
The Government secures money at this low rate of interest, first

on account of the nontaxability of its securities—is that one of the
features?

Governor YOUNG. One of the features.
Mr. SEIBERLING. And another feature is because the money is

apparently safe?
Governor YOUNG. Yes, sir.
Mr. SEIBERLING. Now,if we had a monopoly of the banking busi-

ness and deposits backed up by the vast billions of the great metro-
politan centers, then it would be an easy matter for the banks to
reduce interest that they paid on deposits because of the safety of
the depositor's money. Would not that be a good, logical argument?
Governor YOUNG. Not in competition with the many other forms

of investment that there are in the country. Banks are compelled
to follow the market to a certain degree, and if the banks are out of
line with what other forms of investment offer, the depositor goes
where he thinks he can get the best for his money.
Mr. SEIBERLING. Yes; Mr. Young, but do you not appreciate the

fact that there are millions of people who deposit their money in
the banks and who do not know how to buy a bond or a share of
stock?

Governor YOUNG. There is a great number.
Mr. SEIBERLING. Millions of them.
Governor YOUNG. Well, they are being educated from day to day

and from year to year.
Mr. SEIBERLING. They were educated last fall, a good many of

them.

lilt

r

r

beo

oGA(

rilcoet:

ext

th,
of
to

ad
$C

th

us

a

a



BRANCH, CHAIN, AND GROUP BANKING 509

, Governor YOUNG. I think they were educated during all the
liberty loan campaigns into the purchase of securities.
. Mr. SEIBERLING. Yes; but there is still a vast number of people
In the class I have referred to?
Governor YOUNG. Yes.
Mr. SEIBERLING. And they have to take just what they can get

'ruin their deposits in the banks.
, Governor YOUNG. Not from the complaints that I have heard
trom the banks at different times. I know that when the Govern-
inent bond rate got above the bank rate, there was very serious
Complaint because depositors were investing in Government bonds.
Mr. SEIBERLING. I am talking about the monopoly of the bank-

ing business.
Governor YOUNG. Is not that an improbable thing? You do not

expect that to develop, do you?
Mr. SEIBERLING. I think there are rapid strides in that direction.
Governor YOUNG. Will there not always be competition, even

though these large groups do develop? There will be more than one
of them and competition, in my opinion, will be just as keen as itiis
to-day, and maybe more so.
Mr. SEIBERLING. Well, now, if this 1 per vent could be made of

additional earnings, that would pay 6 per cent dividends annually on
$9,666,000,000 of banking capital, would it not?
Governor YOUNG. Yes, sir.
Mr. SEIBERLING. Do you know what the total banking capital of

the country is to-day?
Governor YOUNG. Capital and surplus and undivided profits?
Mr. SEIBERLING. Just capital.
Governor YOUNG. Roughly, I would say, $5,000,000,000. It is

Usually 10 for 1.
Mr. SEIBERLING. A very small margin of additional profit on the

deposits would therefore mean a tremendous thing as far as earnings
are concerned, would it not?
Governor YOUNG. Yes, sir.
Mr. SEIBERLING. On page 59 of your report you speak of a danger-

ous situation developing in connection with investment companies
acquiring bank stock. Would you care to explain to us what con-
stitutes that dangerous condition?
Governor YOUNG. You will observe on page 59 that it quotes the

Federal reserve agents, that the .Federal reserve agents were of the
Opinion that a dangerous situation is developing which should be
!Drought to the attention of the Federal Reserve Board and the bank-
ing authorities with the view that some legislation should be obtained
Placing such companies under the jurisdiction of the banking depart-
ments.
I can not speak for the agents, but I suspect that what they have

in mind are holding companies.
Mr. SEIBERLING. Why are they dangerous?
Governor YOUNG. I think that the thought they had in mind was

that, they might be dangerous.
Mr. SEIBERLING.. Why?
Governor YOUNG. Lack of supervision, first, and, second, sonic of

the holding companies might not be financially strong and in event
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of difficulty with the bank there would be difficulty in collecting the
double assessment.
Mr. SEIBERLING. You do not think that the danger referred to wir

danger to the public at large by reason of the concentration of bank-
ing power and money?

Governor YOUNG. It may have been in their minds at that t11ne4.
Mr. SEIBERLING. That does not occur to you as being a danger, -1

take it?
Governor YOUNG. No, I do not think so, Mr. Congressman.
Mr. SEIBERLING. You have spoken about human nature two or

three times in your testimony. Do you think from your knowledge
of human nature that it is perfectly safe to permit banking to approach
a State where there is a monopoly of the business?
Governor YOUNG. I do not think there is going to be a monopoly.
Mr. SEIBERLING. No; but we are going that way, are we not?
Goveror YOUNG. I do not think so, Mr. Congressman. If there

is a monopoly in anything, and it becomes tremendously profitable,
that just induces other people to go into it; that is all. I do not
think this country is going to end up with one large bank or two laige.
banks or three large banks; I think it will end up with a number of
large groups and, furthermore, I think that the unit bank will continue.
Mr. SEIBERLING. I want to put into the record here a paragraph

from an editorial in the Washington Post of March 20. The editorial

is headed, "Biggest Bank in the World." It is in connection with
the consolidation of the Chase National Bank, the Equitable Trns_it
Co., and the Interstate Trust Co. I will read the last paragraph:1' 0)

If the merger movementrcontinues a money monopoly ultimately may .be
created. The new Chase National will have 52 branch offices; National City
has that many or more. As the consolidation movement proceeds, branch bank-
ing promises to play a more and more important part in the financial life of the
nation. Somewhere a halt must be called.

What do you think the editor who wrote that editorial in the
Washington Post had in mind in reference to that admonition?
Governor YOUNG. I think he had a fear of monopoly.
Mr. SEIBERLING. Do you know, as a matter of fact, that there is

restricted competition now in large financial operations in New York
that, as a matter of ethics, the bank that contacts with the customer
first is to have a preference and that the other banks will lay off of
that customer?
Governor YOUNG. No, sir; I do not.
Mr. SEIBERLING. You do not know that?
Governor YOUNG. No, sir. It has not been the ethics of banking.
Mr. SEIBERLING. That has been the ethics for 10 years in New

York, as far as back as 1920, has it not?
Governor YOUNG. I never worked in New York City, so I do not

know, Mr. Congressman. Banking business is solicited continu-
ously, and the customer at any time is free to go where he wants to go.
Mr. SEIBERLING. That is true, but he can not get any accommoda-

tions. Let us assume that he is in financial difficulty and he takes
up his matter with one group of banks in New York; do you mean to
tell me that the other group will take up his situation until he gets
through with the first one?
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,Governor YOUNG. I do not know, Mr. Congressman. There
InIght be conditions when they would, and there might be other
,Conditions when they would not. In my banking experience I have
frequently had men come to me that were refused by my competitor
and I did business with them, and I repeatedly refused customers
Where they did business with my competitor afterwards. That is a
'flatter of judgment, as to whether you want to take the business or
Whether you do not.
Mr. SEIBERLING. Do you not know that there is very strong

811spicion that sometimes a banking group will pay another banking
group a consideration to lay off and to let them handle that situation?
Governor YOUNG. No, sir; I do not know that.

iMr. SEIBERLING. You do not believe that s so?
Governor YOUNG. I should not think so.
Mr. SEIBERLING. I want to ask you a few questions about the call

looney rate. Do you know wh 
i

o fixes the call money rate in New
iYork from day to day, and how t s fixed?

Governor YOUNG. I have been informed that it has been fixed by
the stock clearing committee—I think that is the name of it—in the
§tock Exchange. They meet every mornmg. at 10 o'clock, and
information is furnished to them through banking and other sources
Its to the condition of the money- market. I think it is fixed by
three men, and it is announced, if I remember correctly, at 10.30,
the renewal rate.
MT. SEIBERLING. Who appoints the three men?
Governor YOUNG. One of them is the president of the New York

Stock Exchange; the other is the president of the Stock Clearing
Corporation, and the third man I do not know.
Mr. SEIBERLING. Then the fixing of the call money rate is purely

a New York Stock Exchange proposition, is it?
Governor YOUNG. No, sir. 
Mr. SEIBERLING. Who else is connected with it?
Governor YOUNG. If that rate is not near the market and not

accurate, the banks are still permitted to go into the market them-
selves and make loans, and you frequently see the outside market
quoted sometimes above the official rate and, more often, below the
official rate. Competition fixes that rate.
Mr. SEIBERLING. If a bank needed money badly, they could pay

more for money?
Governor YOUNG. The banks would be the lenders.
Mr. SEIBERLING. But sometimes a bank needs money, too?
Governor YOUNG. They go to the Federal to borrow.
Mr. SEIBERLING. I would like .to. get this call money situation

straight, because I think the public is very much interested in it.
You say that the rate of call money is fixed every morning at 10

o'clock on the New York Stock Exchange by a committee of three
men selected by the New York Stock Exchange?
Governor YOUNG. I think I am correct about that, Mr. Con-

gressman.
Mr. SEIBERLING. Is there any question about it, Mr. Young?

You certainly ought to know who fixes the call money rate.
Governor YOUNG. I know that those three men fix the call renewal

rate, yes.



512 BRANCH, CHAIN, AND GROUP BANKING

Mr. SEIBERLING. The renewal rate?
Governor YOUNG. The original rate in the morning. The rate is

fixed at 10.30 in the morning, and is known as the renewal rate. Then
the rate is fixed during the day at various intervals. That is fixed by
those three men in the New York Stock Exchange.
Mr. SEIBERLING. How do they determine whether the rate shall

be 5 per cent, 10 per cent, or 22 per cent, the high point it went to
last year?
Governor YOUNG. Why, they take a number of factors into con-

sideration, Mr. Congressman, in arriving at what the rate should
I regret that I am unable to gisve the details at the moment. I
think that the stock exchange, however, has issued a pamphlet it;
reference to that explaining it m detail, and I will attempt to get it ana
furnish it for the record here.
(The information requested will be inserted at the conclusion of

Governor Young's testimony.)
Mr. SEIBERLING. I understood you to say that the banks them-

selves had something to do with the fixing of that rate.
Governor YOUNG. If the banks are not satisfied with the call rate

and they can do better in the outside market, of course, they lend
their money that way. I am informed, however, that it has been the
experience of the banks in New York that over a long period they get
better returns by lending at the call-loan post.
Mr. SEIBERLING. The man who is lending the money would • be,

interested in putting the call rate just as high as he could, woula
he not?
Governor YOUNG. in so far as return is concerned; yes.
Mr. SEIBERLING. And a bull on the market would want to keep

the rate down, would he not?
Governor YOUNG. Yes.
Mr. SEIBERLING. And a bear would want to put it up?
Governor YOUNG. Yes, sir.
Mr. SEIBERLING. So that right in the heart of the New York Stock

Exchange, where they have the bulls and the bears, this call moneY
rate is fixed, is it not?

Governor YOUNG. Well, there are many other factors besides
those two that you mentioned, Mr. Congressman. In fact, the bull
and the bear have not very much to do with the call rate. They are
the borrowers in the market; they are the customers.
Mr. SEIBERLING. Of course, there is no shortage of money, since

we have the Federal reserve bank, is there, Mr. Young?
Governor YOUNG. There has been repeatedly a shortage of credit

for certain forms of investment.
Mr. SEIBERLING. That is because the Federal Reserve Board issued

an order to that effect. It was not because the Federal reserve sys-
tern did not have ample money and resources?
Governor YOUNG. That is correct.
Mr. STRONG. Mr. Seiberling, will you develop for whom and in

whose interest this board acts?
Mr. SEIBERLING. Yes. Going back to the call money board
Mr. BEEDY. Would you mind, Mr. Seiberling, getting an answer

to your question? I understood you to ask if the call money rate is
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fixed in the heart of the New York Stock Exchange, where the bulls
and bears operate?
Mr. SE1BERLING. Yes.
Mr. BEEDY. Would you like to have an answer to that?
Mr. SEIBERLING. Yes.
Governor YOUNG. It is fixed there. Many factors, however, out-

side of the stock exchange fix the rate.
Mr. BEEDY. What are they?
Mr. SEIBERLING. What are those factors? I understood you were

going to give them to us.
Governor YOUNG. The demand for call money, the supply the banks

have to lend, the gold movements in and out of the country, the cur-
rency requirements, the seasonal requirements, the business require-
pients, and many other factors have to be taken into consideration
in connection with what that rate is going to be.
Mr. SEIBERLING. In whose interest is the rate fixed, the public

interest or private interest?
Governor YOUNG.- I would say it is a combination of both. It is

fixed in the interest of the borrower and in the interest of the lender.
Mr. SEIBERLING. In New York?
Governor YOUNG. Yes, sir. 
Mr. SEIBERLING. Is any consideration paid to the citizen who lives

way out in the Middle West or the West?
Governor YOUNG. There was for the past two years, when that

call rate in New York was disturbing the entire credit structure of
the world. Every banker and every business man and everybody
associated with the Federal reserve system. were using everything
they had at their command to attempt to give interest rates to business
at a lower rate, and, in fact, that call rate did disturb the situation,
and we know and everybody knows that the call rate did disturb the
situation.
Mr. SEIBERLING. Then do you mean to say that these three men

sitting in the New York Stock Exchange at 10 o'clock in the morning
take action which disturbs the financial equilibrium of the world?
Governor YOUNG. No, sir; I did not say that.
Mr. SEIBERLING. That is the import I got from what you said.
Governor YOUNG. They fix the rate, Mr. Congressman, but condi-

tions and many factors force them to fix the rate at a certain figure.
Mr. SEIBERLING. What the rate shall be each morning at 10

o'clock, considering these factors, is a matter of human judgment, is
it not?

Governor Young. Somewhat, yes.
Mr. SEIBERLING. Might it not be possible that sometimes they

would put the rate too high.?
Governor YOUNG. Sometimes.
Mr. SEIBERLING. They might not know. that the Federal reserve

banks were willing to release a lot of credit and money, and put it
too high?
Governor YOUNG. They might.
Mr. SEIBERLING. Do they have to cooperate • closely with your

board to know what you are going to do?
Governor YOUNG. No, sir; they do not. They can change their

rate every half hour.
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Mr. SEIBERLING. But if you released credit, then they have to put
the rate down?

Governor YOUNG. Provided that there were no other counteracting
forces.
MT. SEIBERLING. Your rate, that you fix from day to day, has a

lot to do with the call-money rate, does it not?
Governor YOUNG. I would not say so. The call rate is fixed every

day, whereas discount rates are fixed only about once a month.
Mr. SEIBERLING. Does not the call-money rate go up and down as

the Federal reserve rate goes up and clown? Do they not practicallY
parallel?
Governor YOUNG. Not always. Call rates were averaging around

10 per cent and in August of last year the New York bank raised its dis-
count rate from 5 to 6 per cent and the call rate came down to an
average of around 6 per cent—just the opposite direction.
Mr. SEIBERLING. What was the effect of this high call-money rate?

It went to 22 per cent, did it not, at the highest point?
Governor YOUNG. I was going to say 25.
Mr. SEIBERLING. That means at the rate of 25 per cent per annum?
Governor YOUNG. Yes, sir.
Mr. SEIBERLING. Of course, no borrower could afford to pay such

a rate as that very long, could he?
Governor YOUNG. I do not think he could.
Mr. SEIBERLING. What was the effect of that high call moneY

rate on the circulating medium of this country?
Governor YOUNG. Bad.
Mr. SEIBERLING. To what extent do you think it affected the

present industrial condition of the country?
Governor YOUNG. It was a contributing factor.
Mr. SEIBERLING. To what extent do you think it was a contribut-

ing factor?
Governor YOUNG. Well, it is hard, Mr. Congressman, to measure

that.
Mr. SEIBERLING. Was it to a considerable extent a contributing

factor?
Governor YOUNG. I think so.
Mr. SEIBERLING. Then we are driven to this conclusion, that three

men sitting at 10 o'clock in the morning in the New York Stock
Exchange can take action which affects to a material extent the
industrial and business conditions of this country, are we not?

Governor YOUNG. No, sir. The work of those men, Mr. Con-
gressman, is largely mechanical. For instance, to-morrow they
could not put in a 25 per cent rate, they could not put in a 15 per
cent rate or a 10 per cent rate; they could not put in a 5 per cent
rate and make it stand, with the conditions we have in the country
to-day.
Mr. SEIBERLING. No; because the Federal reserve bank is now

liberalizing credits and is endeavoring to assist in the rehabilitation
of the industrial situation of the country. That is correct, is it not?

Governor YOUNG. That is correct, and I think another factor is
that the tremendous demand for speculative credit has subsided.
Mr. SEIBERLING. There had to be a limit to the height to which

call money went in New York.

ti
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Governor YOUNG. There always is a limit to anything of an infla-
tionary nature.
Mr. SEIBERLING. Suppose that the limit would have been 8 per

Cent, fixed by law. What effect would that have had on the situa-
tion?
Governor YOUNG. I do not know. The probabilities are, Mr. Con-

gressman, that had there been an 8 per cent limit for call money
this speculative hysteria would have extended much further than it
did go, and the crash would have been that much more severe when
the inevitable crash did come.
Mr. SEIBERLING. Is it not possible that you would not have had

this big bull movement in New York if the rate had been limited to
8 per cent? You would not have had the money to operate with
to start with.
Governor YOUNG. Well, I can not agree with you there.
Mr. SEIBERLING. Did not the call money rate bring millions of

dollars into New York?
Governor YOUNG. Yes, sir.
Mr. SEIBERLING. And the higher they put the call money rate, the

more millions came in?
Governor YOUNG. Yes.
Mr. SEIBERLING. And the more millions that came in, the higher

they could put the stock market?
Governor YOUNG. Yes, sir.
Mr. SEIBERLING. If they had been limited to 8 per cent, they could

not have gotten the money to speculate with.
Governor YOUNG. I think they could.
Mr. SEIBERLING. Where? From the Federal reserve bank?
Governor YOUNG. No, sir. I think you overlook the fact that

the demand for that type of credit was far in excess of what the banks
were willing to lend, and that is what attracted the nonlenders into
that market.
Mr. SEIBERLING. This stock market collapse has been a very serious

thing for this country, has it not?
Governor YOUNG. Very.
Mr. SEIBERLING. And if they had had this rate fixed by law so

that they could not have had this great boom in the stock market,
we would have been saved this disastrous condition?
Governor YOUNG. Yes. If the boom could have been stopped by

such action.
Mr. SEIBERLING. If they could not have put the call-money rate

up, they would not have had the money to operate with.
Governor YOUNG. I think they would have.
Mr. SEIBERLING. Where would they have gotten it?
Governor YOUNG. Eight per cent will attract a lot of money; 6 per

cent will.
Mr. SEIBERLING Let us make the rate six. Suppose it had been

put at 6 per cent?
Governor YOUNG. If you had done that, Mr. Congressman, it

would not have had the restraining influence of a higher rate.
Mr. SEIBERLING. You remember, Mr. Young, that we started with

the proposition that there had to be a limit somewhere, and the
limit was 25 per cent. Now, if there has got to be a limit, why can
we not have a lower rate just as well as a higher one?
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Governor YOUNG. If I stated that that was the limit, I misstated
it. I stated, I thought, that that was the highest point it had gone
to as well as I could remember. Now, call rates have gone to 100
per cent.
Mr. SEIBERLING. And 150.
Governor YOUNG. Ten or 15 years ago..
Mr. SEIBERLING. In past panics, 150. As a matter of fact, it went

to 1 per cent a day one time in New York, did it not?
Governor YOUNG. I do not know about that.
Mr. SEIBERLING. I think I can show you the authority for that.
Since there is no limit to which this committee can put call nionq,

do you not think, in the interests of the country, Congress should
put a limit on it?
Governor YOUNG. I am not going to agree with you, Mr. Congress-

man, that that committee has any such power to put that rate where
they want to put it. They put it where conditions force them to
put it.
Mr. SEIBERLING. It does not make any difference who is respon-

sible for it; is it not in the interests of the country that there be a
limit to the call money rate that can be fixed in New York?
Governor YOUNG. Well, that is a question that has been debated

for years. I can not help but feel that those things control themselves
eventually, Mr. Congressman.
Mr. SEIBERLING. They do not control themselves, Mr. Young, be-

cause you have stated here, if I remember correctly, that the Federal
Reserve Board took a hand in this stock speculation and put the
brakes on—is that correct?
Governor YOUNG. It attempted to.
Mr. SEIBERLING. Then they do not control themselves, do they?
Governor YOUNG. I think they eventually do control themselves.
Mr. SEIBERLING. Did you put the whole power of the Federal

Reserve Board into this stock market situation, to stop this high,
sky-rocketing of stocks?
Governor YOUNG. Not a drastic power into it, no. And for the

purpose of controlling credit not the price of stocks.
Mr. SEIBERLING. NO, because you could not put a drastic power

into it, but you put such power on as you thought would be effective.
Governor YOUNG. We attempted that.
Mr. SEIBERLING. Then things do not take care of themselves after

all, do they?
Governor YOUNG. They did.
Mr. SEIBERLING. After you put on the brakes.
Governor YOUNG. It was a long time after we put on the brakes.
Mr. SEIBERLING. You know, Mr. Young, that if you let things

take care of themselves, it is a question whether we would not be
better off than we are now, because it is a fact that if economic
conditions are permitted to run their course, that may cause us less
difficulty than putting on the brakes; but, since we are going to have
brakes somewhere, should not the brakes be put on by Congress?
Governor YOUNG. I do not want to be evasive, Mr. Congressman,

but in what way?
Mr. SEIBERLING. By limiting the rate they can charge on call

money.
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Governor YOUNG. Throughout the United States? That is debat-
able, Mr. Congressman, as to whether Congress should fix the maxi-
ilium rate.
Mr. SEIBERLING. I can see that you have not made up your mind

about that.
Governor YOUNG. Did you say that I have or have not?
Mr. SEIBERLING. That you have not. You think it is debatable;

You have not arrived at any 'conclusion, I assume.
Governor YOUNG. That is correct.
Mr. SEIBERLING. You would not be for or against it?
Governor YOUNG. After I have studied it more, I would be one

Way or the other.
Mr. SEIBERLING. Do you not think that when fifty-eight billions

Of value has been swept out in this country in the stock market col-
laPse, that people who have a hand in the responsibility should study
the situation?
Governor YOUNG. Yes, sir.
MT. SEIBERLING. When do you expect to make that study?
Governor YOUNG. From day to day.

SEIBERLING. I noticed this morning in the Federal Reserve
Bulletin for March, on pages 99 and 100, a schedule of distribution
of member-bank credit, exclusive of loans to banks, by classes of banks
during 1929. Why do you exclude. from that statement loans to
banks?
Governor YOUNG. May I look at the statement?
I am going to answer that, and, Doctor Goldenweiser, correct me

if I am not correct in my answer. Loans to banks may be on securi-
ties; they may be on agricultural paper; they may be on commercial
Paper; they may be on United States Government bonds; and they
may be on municipal warrants or what not. We do not get the
detailed classification of that, and therefore we exclude it.
Mr. SEIBERLING. You have the aggregate amount, do you not?
Governor YOUNG. We have, and, in addition, that is a duplication,

Mr. Congressman. If it is reported in what the bank has loaned,
and then reported the second time where the second bank lends to the
first bank, that would be a duplication.
Mr. SEIBERLING. Have you a schedule showing how much money

Was loaned by the Federal reserve to member banks during the •
latter part of the year 1929, during this peak of stock market prices,
and the subsequent collapse?
Governor YOUNG. Have I answered this other question correctly,

Mr. Goldenweiser?
Mr. GOLDENWEISF.R. Yes; I think you have.
Governor YOUNG. Now, to your pending question, that would be

in October, November, and December?
Mr. SEIBERLING. Could you give it to us by months during the

year 1929?
Governor YOUNG. That is, on rediscounts?
Mr. SEIBERLING. Yes.
Governor YOUNG. I am going to say that in September, the

rediscounts in the system 
MT. SEIBERLING. Mr. Chairman, I hope I am not taking up too

much time.
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Mr. STRONG. That is what we are here for.
Mr. STEAGALL. You may have some of my time, if necessary.
Governor YOUNG. I have the figures right here.
September 4 the rediscounts in the system were $1,046,000,000.

On September 25 they were $944,000,000. The average for the

month of September was, I would say, about $960,000,000. The
average in October was about $850,000,000; average in November
about $950,000,000; average in December approximately $800,"
000,000.
Mr. SEIBERLING.

months?
Governor YOUNG.

very freely.
Mr. SEIBERLING.

member banks?
Governor YOUNG. No.
Mr. SEIBERLING. Does not the amount show that?
Governor YOUNG. The amount went down, but siniultaneousli

we increased our bill portfolio from $183,000,000 to $392,000,000.

We increased our Government bond holdings from $149,000,000 to
$511,000,000.
Mr. SEIBERLING. Were you buying those bonds from banks?
Governor YOUNG. We bought them in the market. I assume that

they were owned by banks or individuals, it does not make anY
difference. In other words, there was during that period a $500,000,-
000 increase in acceptances and securities. As we take on acceptances/
and as we buy Government securities, that enables the banks to

reduce the discounts, providing no other factors interfere, sucb. es
gold movements or currency requirements, and during this period

there was the seasonal requirement that comes every fall, so that
the reduction in discounts is not quite as largo as the amount we took
in in acceptances and Government bonds.
Mr. SEIBERLING. Well, the stocks were going upon the New York

Stock Exchange. Were your loans increasing to member banks?
Governor Young. Over what period?
Mr. SEIBERLING. Do not give me the detail, because it takes too

much room in the record. Let us take the year preceding October.
Governor YOUNG. The discounts on September 5, 1928, Mr. Con-

gressman, were $1,080,000,000. On September 4, 1929, they were
$1,046,000,000, practically the same. During the interim, of course,
they went up and down, with seasonal requirements.
Mr. SEIBERLING. To what extent do you think that the contracti(?n

of credit by the Federal reserve put a brake on the speculation lo
New York?
Governor YOUNG. It was somewhat of a restraining influence,

think, Mr. Congressman. If I see the picture correctly of that entire
period from 1927 to 1929, when we had an unusual speculative situa-
tion, that was just in the minds of the public and they insisted upon
speculating and they did speculate, and restraining influences were
very slow in operation, and whether those restraining influences were
effective to a considerable degree or whether the public had changed
its mind is a debatable question, but I am inclined to think that the
public had changed its mind and that is why the speculation ceased.

1111110. 

You were pulling down your loans during those

No; during that period we were buying hills

But you were pulling down your loans to
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Mr. SEIBERLING.
not?
Governor YOUNG.
Mr. SEIBERLING.

the Willard yes terd
Governor YOUNG.
Mr. SEIBERLING.

rnade the statement
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You helped them to change their minds, did you

We tried to.
I understand that you made an address down at
ay.
Yes, sir.
A lawyer from my home town stated that you
that the Federal Reserve Board was of material

assistance in this crisis.
Governor YOUNG. I have not a copy of my talk here, but I made

the statement that I thought the courageous manner in which the
banks of the larger centers handled the situation between October 23
and October 30 was of tremendous assistance. I further made the
statement that the system did use its powers, the discount rate and
the bill rate and the open market operations, and direct action as
restraining influences, and I did point out that under those conditions
the main thing the Federal reserve system could do was to attempt to
keep its own system in such shape that when the inevitable crash did
come it would be in a position to function and function quickly.
Mr. SEIBERLING. Well, ROW 
Governor YOUNG. I tried, Mr. Congressman, to make a very modest

statement in my talk yesterday, and I think that I did.
Mr. SEIBERLING. I merely asked this gentleman what you said,

and he replied that you stated that the Federal reserve did a great
ideal to help the country n the crisis. 

iDoctor GOLDENWEISER. There s a complete text of it in the
United States Daily.
Governor YOUNG. This is perhaps what he has reference to, and

I think I give a little more credit to the member banks than I do to
the Federal reserve system.
Money rates were in fact advanced in all principal countries to the disad-

vantage of business throughout the world. This state of affairs was not only
Puzzling to the bankers of America, but caused them great concern. That they
gave the matter careful study and laid definite and positive plans for handling
the situation when it should break is clearly evidenced by the courageous manner
in which the bankers did handle the situation, particularly in the larger centers

'during that critical week of October 23 to October 30, and in my opinion if they 
had not acted as quickly and as courageously as they did, this country would
have witnessed one of the greatest panics it had ever experienced.

There, Mr. Congressman, I was speaking about the member banks.
Mr. SEIBERLING. Mr. Young, that is very commendable, of course,

but what I am trying to get at are the causes which created a situa-
tion where such heroic measures had to be taken.
Now, you will agree with me, I take it, .that the Federal reserve

bank, by releasing credit and by contracting it, can have a very
marked effect upon commodity prices, business, and everything that
has to do with the finances of the country. Am I correct about that?
Governor YOUNG. It has an influence, more as a contributing in-

fluence than a determining influence.
Mr. SEIBERLING. But as credits are released and money becomes

cheap, bonds, preferred stocks, commodities and all things of that
kind go up, do they not?
Governor YOUNG. The odd part of it is at the moment that com-

modities are going down with that program.
100136-30—vcs 1 PT 4-15

MIL

us

to

[y

3



520 BRANCH, CHAIN, AND GROUP BANKING

MT. SEIBERLING. I notice that bonds and preferred stocks are
going up.
Governor YOUNG. Yes; and that is the reason I hesitated. That.

is not always true. There may be other conditions and other factors
that would present themselves.
Mr. SEIBERLING. But, in a general way, that is a correct economic

statement, that as credits are released and money becomes cheaper,
prices go up, and as credits are contracted and money becomes scarce,
prices go down?
Governor YOUNG. That is debatable. A year ago easier money

might have stimulated the stock market. To-day it does not stimu-
late the stock market; it has not so far.
Mr. SEIBERLING. Everybody is scared out of the stock market.
Governor YOUNG. I say that there are always other factors that

you must take into consideration.
r `";EIBERLING. You have to give them time to coax them back in.

Governor YOUNG. I am not coaxing them back in.
Mr. SEIBERLING. I am not speaking of you personally, but, es

the propaganda goes out, they will gradually get them back in again.
Do you not believe that is so?
Governor YOUNG. I hope not.
Mr. SEIBERLING. I notice on page 99 that you speak of the con-

dition of the money market and of the increase in total loans and
investments of banks at the end of the year, that they were larger
than on October 4. That was after the stock market crash?
Mr. BEEDY. You are referring to what document?
Mr. SEIBERLING. That is from the Federal Reserve Bulletin for

March, 1930.
Governor YOUNG. That is in New York City, is it not, Doctor?
Doctor GOLDENWEISER. Yes.
Mr. SEIBERLING. The point I want to make is this: It is said here

that this increase is attributable in part to loans taken over by these
banks from nonbanking lenders in October and November, m part
to temporary increases in loans occasioned by end-of-year develop-
ments, and in part also to investments made during the period of
easy money after the stock market broke.
To what extent do you think that the New York banks were able

to take advantage of easy money after the stock market broke and to
buy stocks when they were cheap?
Governor YOUNG. I do not think the New York banks buy stocks.

National banks certainly do not.
Mr. SEIBERLING. Their securities companies do, do they not?
Governor YOUNG. They may.
Mr. SEIBERLING. Do you not know?
Governor YOUNG. I do not think they buy stocks as a trading

proposition.
Mr. SEIBERLING. Do they not have enormous investments in stocks

and bonds and securities of all kinds?
Governor YOUNG. They have in bonds; yes.
Mr. SEIBERLING. And stocks, too?
Governor YOUNG. For trading purposes?
Mr. SEIBERLING. They buy them and carry them for trading pur-

poses?

Is. 
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, Governor YOUNG. All I know about that is what is public informa-tl.on, that a group of New York banks through their securities compa-
?nee went into the market very heavily in October to prevent a calam-
itY. That was closed out 30 days ago, I think.
Mr. SEIBERLING. They did not buy stocks at the high prices?
Governor YOUNG. NO.
Mr. SEIBERLING. They bought them after the break?
Governor YOUNG. They bought them during the break, when they

Were on the way down. That was not done, in my opinion, Mr.
Congressman, as a money-making program. 
Mr. SEIBERLING. I have gotten off my line of questioning and
want to go back.
Now, as to this call money rate, do you know as a matter of fact

Whether the high call money rate affected the rate on all marginal
accounts in the United States?
Governor YOUNG. It did not—you mean, affected them up to 25

Per cent?
Mr. SEIBERLING. Not as high as that, but affected them, I say.
Governor YOUNG. It affected them all.
Mr. SEIBERLING. So that the average of these high call money

rates was taken by the brokers and charged back to their customers
all over the United States?
Governor YOUNG. That is correct.
Mr. SEIBERLING. I know that in many instances customers had to

Pay a higher rate of interest on their marginal accounts than the
Usury laws of the States in which they resided permitted, on account
of the high money rate.
Governor YOUNG. That would be possible.
Mr. SEIBERLING. These contracts and purchases were made in the

States in which they Lived and yet this call money committee in New
York can compel these people to pay a higher rate of interest than the
laws of their States peimit?
Governor YOUNG. You can not compel them.
Mr. SEIBERLING. You can make them sell out. They have either

to pay it or sell their securities?
Governor YOUNG. That is correct.
Mr. SEIBERLING. That is considerable pressure on them, is it not?
Governor YOUNG. That is considerable pressure, but it did not

Work very well, as they apparently did not sell out. Mr. Congress-
pun, in dealing with a broker I am not quite sure but that the contract
IS in the State of New York. Is it not?
Mr. SEIBERLING. I do not think it is. I think it is in the local

office of the broker.
Governor Yoursio. I am under the other impression.
Mr. SEIBERLING. You may be right.
Governor YOUNG. I think that I am.
Mr. SEIBERLING. But it had the same effect, did it not, neverthe-

less?
Governor YOUNG. The same effect.
Mr. SEIBEliLING. You probably know that New York has no usury

laws as to call money, bank loans., and corporation loans.
Governor YOUNG. It has on time loans.



522 BRANCH, CHAIN, AND GROUP BANKING

Mr. SEIBERLING. I am talking about not on call money; not on

bank loans secured by collateral, stock exchange loans, or c
orporation

loans.
Governor YOUNG. I do not remember the law, Mr. Congressman,

but I think there is no limit on a demand collateral loan except when

made by an individual and not below $5,000, but I am not sure about

that.
MT. SEIBERLING. Well, the fact there is DO limit in New York has

compelled Pennsylvania and Illinois to repeal their usury laws to 
to

call money, so as to prevent withdrawal and transmission to New

York of funds from Philadelphia, Pittsburgh, and Chicago.
Governor YOUNG. That is correct.
Mr. SEIBERLING. Now if it has done that with these three States'

it will mean that eventually all other States with large centers will
have to do that, will they not?
Governor YOUNG. I think so.
Mr. SEIBERLING. And you still think, in view of all that, that it is

good thing to let New York fix the call money rate at any rate they

see fit?
Governor YOUNG. I do not agree with you.
Mr. SEIBERLING. Well, any limit in their judgment they think the

situation warrants?
Governor YOUNG. I can not agree with you. All that committee

in New York does is to fix that rate in a mechanical way in wide
many factors contribute as to what the rate is or what it shall be.
Mr. SEIBERLING. Did you ever look up the usury rates
Mr. BEEDY. Will y_ou pardon me?
Mr. SEIBERLING. Yes. 

mittebe

Mr. BEEDY. Will you frame your question—granted they take,
into consideration all these factors, do you still think that it is bear,

for the country, as a whole, to permit these three men to perf01111
arbitrarily what you term this mechanical duty or act?
Mr. SEIBERLING. I will adopt that.
Governor YOUNG. I will reply that it is the best that has been

devised so far.
Mr. SEIBERLING. Did you ever look up the usury rates of the

American Colonies?
Governor YOUNG. I never have.
Mr. SEIBERLING. I have here on page 27 of this work by Frankli!,

W. Ryan, M. B. A., Ph. .D., instructor in business reports, graduar
school of business administration, Harvard University, the earl
usury laws in the American Colonies.
This reads as follows:
Connecticut: Date of statute, 1718; legal rate and maximum limit 6 per cent;

penalty for usury, voidance of contract.
Delaware: Date of statute, 1759; legal rate and maximum limit 6 per cent;

penalty for usury, forfeiture of whole debt. pt;
Georgia: Date of Statute 1759; legal rate and maximum limit 8 per 

cent?

penalty for usury, forfeiture of thrice the amount of the contract.
Maryland: Date of statute 1692; legal rate and maximum limit 6 per cent;

penalty for usury, forfeiture of treble the principal.
Massachusetts: Date of statute, 1661; legal rate and maximum limit, 8 Per

cent; penalty for usury, voidance of contract.
Massachusetts: Date of statute, 1693; legal rate and maximum limit, 6 Per

cent.
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New Hampshire: Date of statute, 1791; legal rate and maximum limit, 6 per
cent; Penalty for usury, forfeiture of three times the excess of interest.
New Jersey: Date of statute, 1738; legal rate and maximum limit, 7 per cent;Penalty for usury, forfeiture of contract.
New York: Date of statute, 1717; legal rate and maximum limit, 6 per cent;Penalty for usury, forfeiture of contract.
New York: Date of statute, 1718; legal rate and maximum limit, 8 per cent.New York: Date of statute, 1737; legal rate and maximum limit, 7 per cent.
North Carolina: Date of statute, 1741; legal rate and maximum limit, 6 per

cent; penalty for usury, voidance of contract and forfeiture of twice the amountof the contract.
Pennsylvania: Date of statute not known; legal rate and maximum limit, 8Per cent; penalty for usury, forfeiture of contract.
Pennsylvania: Date of statute, 1700; legal rate and maximum limit, 6 per cent.
Pennsylvania: Date of statute, 1705: legal rate and maximum limit, 8 per cent.
Pennsylvania: Date of statute, 1723; legal rate and maximum limit, 6 per cent.
Rhode Island: Date of statute, 1767; legal rate and maximum limit, 6 percent; penalty for usury, forfeiture of the excess of interest.
South Carolina: Date of statute, 1719; legal rate and maximum limit, 10 perCent; penalty for usury, forfeiture of three times the principal.
South Carolina: Date of statute, 1748; legal rate and maximum limit, 8 perCent; penalty for usury, forfeiture of three times the principal.
South Carolina: Date of statute, 1777; legal rate and maximum limit, 7 per

cen; penalty for usury, forfeiture of three times the principal.
Virginia: Date of statute, 1730; legal rate and maximum limit, 6 per cent; no

Penalty for usury.
Virginia: Date of statute, 1734; legal rate and maximum limit, 5 per cent;

Penalty for usury, none.

This schedule shows that the American Colonies' maximum rate
Permitted was 8 per cent, with the exception of South Carolina, that
Permitted 10 per cent from 1719 to 1748, and every single State, withthe exception of Virginia, had a usury law with a penalty attached.

now want to submit, if consent is given, and insert in the record,
the schedule of the usury laws of all the States as of 1921, with the
Penalties attached, which appears on pages 28, 29, 30, and 31 of this
work. These schedules read:
Alabama: Legal rate, 8 per cent; lawful limit, 8 per cent; penalty for usury,

lorfeit tire of all interest and costs.
, Alaska: Legal rate, 8 per cent; lawful limit, 12 per cent; penalty for usury,lOrfeiture of double the amount of usurious interest.
, Arizona: Legal rate, 6 per cent; lawful limit, 10 per cent; penalty for usury,
lerfeiture of all interest.
. Arkansas: Legal rate, 6 per cent; lawful limit, 10 per cent; penalty for usury,
!orfeiture of principal and interest. Negotiable paper tainted with usury is voidIn the hands of an innocent holder.
. California: Legal rate, 7 per cent; lawful limit, 12 per cent; penalty for usury,iorfeiture of three times the excess. Imprisonment and fine for evasions.

Colorado: Legal rate, 8 per cent; lawful limit, no limit; penalty for usury, no
Penalty.
Connecticut: Legal rate, 6 per cent; lawful limit, 12 per cent; penalty for usury,no action shall be brought to collect either principal or interest.
Delaware: Legal rate, 6 per cent; lawful limit, 6 per cent; penalty for usury,Contract is vitiated, and anyone may sue usurer for amount equal to sum loaned.. District of Columbia: Legal rate, 6 per cent; lawful limit, 10 per cent; penaltyfor usury, forfeiture of all interest.

, Florida: Legal rate, 8 per cent; lawful limit, 10 per cent; penalty for usury,forfeiture of all interest.
, Georgia: Legal rate, 7 per cent; lawful limit, 8 per cent; penalty for usury,lOrfe ture of entire interest.

Idaho: Legal rate, 7 per cent; lawful limit, 10 per cent; penalty for usury, for-;e▪ iture of entire interest. Can recover excess only if paid. Forfeiture also of'0 per cent of principal to school fund.
_ Illinois: Legal rate, 5 per cent; lawful limit 7 per cent; penalty for usury,forfeiture of entire interest. Can not recover anything if paid.
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Indiana: Legal rate, 6 per cent; lawful limit, 8 per cent; penalty for usurY'
forfeiture of excess interest over 6 per cent.
Iowa: Legal rate, 6 per cent; lawful limit, 8 per cent; penalty for 

usury,

forfeiture of interest and costs.
Kansas: Legal rate, 6 per cent; lawful limit, 10 per cent; penalty for 

usury.

forfeiture of double the amount of usurious interest.
Kentucky: Legal rate, 6 per cent; lawful limit, 6 per cent; penalty for usury,

forfeiture of excess interest. 
Louisiana: Legal rate, 5 per cent; laltful rate, 8 per cent.; penalty for 

usury,

forfeiture of interest.
Maine: Legal rate, 6 per cent; lawful limit, no limit; no penalty for usury.
Maryland: Legal rate, 6 per cent; lawful limit, 6 per cent; penalty for 

usury,

forfeiture of excess interest.
Massachusetts: Legal rate, 6 per cent; lawful limit, none; penalty for usury,

none, except on loans of less than $1,000.
Michigan: Legal rate, 5 per cent; lawful limit, 7 per cent; penalty for 

usury,

forfeiture of all interest.
Minnesota: Legal rate, 6 per cent; lawful limit, 10 per cent; penalty for 

usury,

forfeiture of all interest.

10 per cent; penalty for 
usurY,

forfeiture of all interest. 

usury,
Mississippi: Legal rate, 6 per cent; lawful limit, 8 per cent; penalty for

forfeiture of all interest.
Missouri: Legal rate, 6 per cent; lawful limit, 8 per cent; penalty for 

usury,

forfeiture of excess interest.
Montana: Legal rate, 8 per cent; lawful limit,

Nebraska: Legal rate, 7 per cent; lawful limit, 

12 per cent.; penalty for 
usury,

forfeiture of twice the interest.

Nevada: Legal rate 7 per cent; no lawful limit; and no penalty for usury.
New Hampshire: Legal rate, 6 per cent; no lawful limit; no penalty for usury'

, sel

New Jersey: Legal rate, 6 per cent; lawful limit, 6 per cent; penalty for 
usury,

forfeiture of interest and costs.
New Mexico: Legal rate, 6 per cent; lawful limit, 12 per cent penalty for

loss of interest only, or if already paid, twice the amount. This does not

; _

usury, forfeiture of double the interest if paid. Usury is also a 
misdenaesnor

punishable by a fine.
New York: Legal rate, 6 per cent; lawful Imit, 6 per cent; penalty for usurZ:

forfeiture of both principal and interest. Also misdemeanor. In case of bans

to call loans up on which there is no legal limit for interest to be 
charged.Cor-

porations can not plead usury. for
North Carolina: Legal rate, 6 per cent; lawful limit, 6 per cent; penalty

usury, forfeiture of interest. Double the amount may be recovered if paid. , r
North Dakota: Legal rate, 6 per cent; lawful limit, 10 per cent; penaltY i.c].

usury, forfeiture of all interest. Double the amount may be recovered if Po,'
Ohio: Legal rate, 6 per cent; lawful limit, 8 per cent; penalty for usury, Or.

felt Lire of excess over 6 per cent.
Oklahoma: Legal rate, 6 per cent; lawful limit, 10 per cent; penalty for usury,

forfeiture of twice the interest.
Oregon: Legal rate, 6 per cent; lawful limit, 10 per cent; penalty for usury,

forfeiture of principal.
Pennsylvania: Legal rate, 6 per cent; lawful limit, 6 per cent; penalty for

usury, forfeiture of excess interest. rorRhode Island: Legal rate, 6 per cent; lawful limit, 30 per cent; penalty •
usury, loss of principal and interest. Also fine and misdemeanor. orSouth Carolina: Legal rate, 7 per cent; lawful limit, 8 per cent; penalty f 
usury, forfeiture of entire interest. Double the amount may be recovered 

if

paid. Corporations can not plead usury.
South Dakota: Legal rate, 7 per cent; lawful limit, 12 per cent; penalty for

usury, forfeituie of interest. Usury is a misdemeanor.
Tennessee: Legal rate, 6 per cent; lawful limit, 6 per cent; penalty for usury,

forfeiture of excess interest. Usury is a misdemeanor.
Texas: Legal rate, 6 per cent; lawful limit, 10 per cent; penalty for usury.

forfeiture of all interest. Double the amount may be recovered if paid.
Utah: Legal rate, 8 per cent; lawful limit, 12 per cent; penalty for usury,

forfeiture of principal and interest. Also misdemeanor.
Vermont: Legal rate, 6 per cent; lawful limit, 6 per cent; penalty for 11011

forfeiture of excess interest.
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Virginia: Legal rate, 6 per cent; lawful limit, 6 per cent; penalty for usury,
forfeiture of all interest.

Washington: Legal rate, 6 per cent; lawful limit, 12 per cent; penalty for
Usury, forfeiture of amount of accrued interest, but, if interest be paid, then for-
feiture of twice the amount.
West Virginia: Legal rate, 6 per cent; lawful limit, 6 per cent; penalty for

Usury, forfeiture of excess interest. Corporations can not plead usury.
Wisconsin: Legal rate, 6 per cent; lawful limit, 10 per cent; penalty for usury,

forfeiture of all interest. Three times the excess may be recovered if paid.
Wyoming: Legal tate, 8 per cent; lawful limit, 12 per cent; penalty for usury,

forfeiture of interest and costs.

By the way, the District of Columbia has a usury law, does it
not, with a limit of 10 per cent?
Governor YOUNG. I am not familair with the District of Columbia

law. I an informed that it is 8 per cent.
Mr. SEIBERLING. This is 1921. It has been reduced to 8 per cent?
Governor YOUNG. Yes, sir.
Mr. SEIBERLING. Congress has passed a usury law for the District

of Columbia?
Governor YOUNG. Yes, sir.
Mr. SEIBERLING. And Congress has been very careful in authoriz-

ing loans of the Federal Farm Board and the Joint Stock Board,
to fix the maximum rate at 6 per cent?
Governor YOUNG. Yes, sir.
Mr. SEIBERLING. And in the recent $500,000,000 appropriation, do

you remember what the maximum rate was there?
Mr. WING°. The Farm Board appropriation?
Mr. SEIBERLING. Yes. It was much less than 6 per cent; was it

not?
Mr. BRAND. Not over 4 per cent.
Mr. SEIBERLING. Not over 4 per cent; so that this matter of interest

to be charged the American people has been safeguarded by Congress
in the loans it has authorized its agents to make on behalf of the
Government?
Governor YOUNG. Yes, sir.
Mr. SEIBERLING. Now, just a few more questions: Do you not

think we ought to have the Federal usury law so that private indus-
tries that need money—private business—in times of stringent
money markets may have a limit in the amount of interest and other
considerations that can be extracted from them for accommodations?
Governor YOUNG. Many States have put in laws of that kind. I

believe the Federal reserve gives some protection to the business
interests of the country; and that is evidenced by the business rates
that prevailed during all this high call-money rate-8 and 10 per
cent. Business rates did not get above 6 per cent, generally speaking.
Mr. SEIBERLING. Whenver a railroad company or private industry

puts out securities at a discount and redeemable at a premium, that
discount and that premium and the interest on it has to be earned
by some one, does it not?
Governor YOUNG. Yes, sir.
Mr. SEIBERLING. And in the case of a great railroad system, where

bonds are sold at a discount—and I understand an issue was sold
some time ago at $200,000,000, one of the important systems of this
country, out of which the railroad got 92%.
MT. STRONG. At what rate?
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Mr. SEIBERLING. Six per cent. A railroad system that was (3f
absolute necessity to this country and yet they had to sell their
6 per cent bonds, amounting to a little over $200,000,000, at a dis-
count of $15,000,000. That affects passenger and freight rates on
that railroad system, does it not?
Governor YOUNG. Indirectly; yes.
Mr. SEIBERLING. And it affects the price of every commodity' and

every product that is shipped over that road to the consumer, does
it not?
Governor YOUNG. Yes, sir. Rates are a contributing factor. .
Mr. SEIBERLING. Of course, .we all believe in reasonable and fair

and proper compensation for every task rendered, but to the eq,-nt
that these discounts and premiums are excessive, that puts an unnec-
essary burden on the people of the country—to the extent they 'ire
excessive?
Governor YOUNG. If they are excessive; yes.
Mr. SEIBERLING. In a private industry, where that happens, of

course, the labor has to earn that discount and premium and the labor

and consumer who buy the product together, have to pay that
somewhere?

Governor YOUNG. Generally speaking; yes, sir.
Mr. SEIBERLING. So that when securities are issued, in the absenc

of a usury law, where a State has no usury law, a great financial
center can impose, in times of stress, almost any terms they want
on corporations that need money?

Governor YOUNG. I do not suppose they can impose punitive
terms.
Mr. SEIBERLING. What is to prevent them from doing it?
Governor YOUNG. A man does not have to take it.
Mr. SEIBERLING. Suppose it is a great industry such as—well,

will say such as Armour dr Co., who were in trouble in 1920, furnishing
food supplies to the whole country: You could not let an industry
like that go down; it would not be policy to let it go down?

Governor YOUNG. No.
Mr. SEIBERLING. And men of long reputation and great pride in

their business, a profitable business for many years, would paY
almost any price to save the industry, would they not?
Governor YOUNG. I think they would.
Mr. SEIBERLING. And where there is no usury law and no limit,

the bankers can charge an excessive rate and, understanding human
nature as you say you do, do you not think there should be a limit?
Governor YOUNG. Well, is there not a limit in practically everY

State?
Mr. SEIBERLING. Not in New York?
Governor "YOUNG, No.
Mr. SEIBERLING. But these bonds and securities are all taken to

New York and executed there to make them a New York contract?
Governor YOUNG. Yes

' 
sir; but you are citing specific cases with

which I am not familiar, Mr. Congressman. Why a solvent railroad
whose securities are perfectly good should pay more for underwriting
its bonds than competition would prompt them to pay or anything
that is punitive, I can not see.

is

ho

ha
Sti

CU
b•
Pi

a
PI
stt
a

ki
at



BRANCH, CHAIN, AND GROUP BANKING 527

I would like to take the other side of it just for a moment. You
ask about the limit on interest rates. You have a limit with the land
banks and with the intermediate credit banks. There was a time
In 1928 and 1929 when it was extremely difficult, if not impossible,
,for the intermediate credit banks to sell their debentures in the mar-
Rets of America or elsewhere to enable them to lend at the limit
Which was fixed by Congress, with the result that the intermediate
credit banks came to the Federal reserve banks in 1928 and again in
1929. We bought their debentures—those that we were permitted
to buy under the law with SIX months maturity. .Now, the market is
entirely changed, and they do not have any difficulty in floating
them and do not owe the Federal Reserve banks anything at all.
Mr. SEIBERLING. You do not need usury laws now, but you need

them when there is a stringent money market, when people need
Protection.
Do you mean to say that there would be competition in New York

for a 1000,000,000 loan?
Governor YOUNG. I should think so.
Mr. SEIBERLING. Not very much?
Governor YOUNG. I think there would be plenty of houses anxious

to handle a $200,000,000 loan if it was a good one.
Mr. SEIBERLING. Do you think there are more than three houses

in the United States that would undertake to handle a $200,000,000
loan?
Governor YOUNG. By grouping others with them. Yes.
Mr. SEIBERLING. I am not asking that. You think there are

tt:iore than two or three houses that would undertake a loan of that
size?
Governor YOUNG. Yes.
Mr. SEIBERLING. Now, I have just one more question, and this is

rather hypothetical. I have several more questions. I have a
telegram I want to ask you something

i 

g about.
-Assuming that a large corporation with many thousand stock-

holders needed financing n a stringent money market and a reor-
.fanization was necessary, the financial difficulty being caused entirely
by the depreciation of raw materials and reasonable commitments
for raw materials for which the management was in nowise to blame,
having only supplied themselves with such materials as were neces-
sary and they had to have money and the best terms at which they
could get it—the actual amount of money furnished; the actual cash
being furnished by underwriters—was $24,300,000, and they made a
profit or had tile opportunity of .making a profit on the securities
issued, including the peak of the price for the stock that was given as
a bonus for making the loan—they had an opportunity for making a
Profit. exceeding $41,350,000 in the last 10 years, besides getting sub-
stantially 9 per cent on their money. Would you think that that was
a proper kind of transaction to be permitted under the laws of this
country?
Governor YOUNG. Is that quite fair, Mr. Congressman, to put that

kind of question up to me when I do not know all the details of it or
anything?
Mr. SEIBERLING. I have given you the details.
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Governor YOUNG. Well, I can not answer that, Mr. Congressman.

Mr. SEIBERLING. You do not think that we should have a law to
prevent such refinancing as that?
Governor YOUNG. Was there a great deal of risk with that? ,
Mr. SEIBERLING. All of the securities have been paid off an°

redeemed in six years.
Governor YOUNG. It could not have looked very attractive at the

time or somebody else would have taken it.
Mr. SEIBERLING. I am talking about a stringent money market

now.
Governor YOUNG,. Well, even under those conditions.
Mr. SEIBERLING. You think under any stringent money condi-

tions of the country any group of financiers should be able to drive
a bargain like that?
Governor YOUNG. Supposing the stringency had continued: What

would their profit have been?
Mr. SEIBERLING. You can not have a continuing stringency in

the country with the Federal reserve bank, can you?
Governor YOUNG. You did have quite a period. Suppose it had

continued for a year longer?
Mr. SEIBERLING. It did continue for a year longer.
Governor YOUNG. Suppose it continued for two years longer?
Mr. SEIBERLING. Well, it is not reasonable to suppose a thing like

that, is it? Past history does not justify such an assumption?
Governor "YOUNG. I know in 1927 everybody thottught it could not

last much longer then, but it did last for two years longer.
Mr. SEIBERLING. As I understand it, you think that people wilt°

put through a reorganization like that should be trusted by
people of the country as a whole and that no restrictions should
be enacted by law to prevent such a thing as that?
Governor YOUNG. I think that competition will put a restriction

on that, Mr. Congressman.
Mr. SEIBERLING. Now, I have a telegram here in reference to lib;

eralizing the kind of paper which can be rediscounted in the Federa'
reserve. Banks over in Ohio seem to think that they are not getting
the service out of the Federal reserve bank they are entitled to
because of the limited paper that can be rediscounted.
Now, do you think that municipal bonds, for instance-1)11W,

secured by municipal bonds—should be permitted to be rediscounteg
in the Federal reserve bank provided such municipal bonds should.
be approved by the 
Governor YOUNG. At the present time?
Mr. SEIBERLING. Yes.
Governor YOUNG. I should say not. The law does permit us t°

buy warrants of political subdivisions that have maturities not exceed-
ing six months and are issued in anticipation of revenue. We earl
go that far now. I think in the entire history of the Federal reserve,
system, covering 16 years, we have not had, at any time, to exceea
a million dollars of those.
Mr. GOLDENWEISER. Yes, Governor, in the early years we had

more.
Governor YOUNG. I will say in the last 10 years we never had over

$500,000 under rediscount at any one time.
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Mr. SEIBERLING. You know the Government permits municipal
bonds to be deposited as protection to postal savings deposits?
Governor YOUNG. Yes, sir.
Mr. SEIBERLING. And yet you do not think paper with municipal

bonds as collateral should be rediscountable at the Federal reserve
bank?
Governor YOUNG. I stated the other day, Mr. Congressman, my

views on eligible paper. There is held by the member banks at
the present time, including Government bonds, approximately
$7,600,000,000 in eligible paper. I think that is sufficient to take
care of anything that would develop M the country. If, at soine
future date, there is to be a liberalization of paper that would be
eligible for rediscount at the Federal reserve bank, I would prefer to
see the Lombard loans permitted and not pick out any particular
class of paper.
In addition to that, we have made a recommendation to both the

House and the Senate that the debentures of the intermediate credit
banks with maturity not to exceed six months, which we are now
Permitted to buy in open-market operations, be made eligible for a
15-day collateral note. That is the only recommendation of the
board.
Mr. SEIBERLING. You have not recommend what you call Lombard

loans?
Governor YOUNG. No; I do not think it is necessary at the moment.
Mr. SEIBERLING. Of course, you could not have legislation passed

when the emergency arises. You must have it before that time.
Governor YOUNG. If the Lombard loan is permitted, I would only

Permit it to be used in an emergency and only then with the approval
of the reserve board.
Mr. SEIBERLING. I thank you, Governor Young, and members of

the committee for indulging me. I appreciate I am a new member
and have taken more time than I should. I apologize for that.
Governor YOUNG. I have a few things that I should like to report

on, if I may; some information that I was asked to get day before
Yesterday.
Mr. SEIBERLING. Will you tell us something about Mr. Riddle?
Mr. GOLDENWEISER. Mr. Riddle was a graduate of the University

of Davis and Elkins in West Virginia and then did three years
graduate work in Princeton. After that he did two years in colleges—
Dartmouth and Davis and Elkins— and then was employed by the
New York Reserve Bank for two years and after that he was with
the United States Treasury for four years organizing a division on
statistical research for the Treasury.

After that he went to Berlin with Mr. Parker Gilbert as a member
of the economic staff in connection with the Agent-General of
Reparations and he came back about a year ago and became con-
nected with the Guardian Investors Corporation in May of 1929 and
remained with them until just now.
Governor YOUNG. There were six requests made of me Wednesday.

I want to report on those.
First. Digest of State laws relative to the powers of banks to in-

vest in stocks.
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This is being prepared in the counsel's office but it will take some
time to get that out.

Second. Statistics relative to earnings of banks grouped according
to size of banks.
That is being prepared but not ready to-day.
Mr. FORT. May I interject there, Governor?
Governor YOUNG. Yes.
Mr. FORT. That is being prepared on the basis of percentage to

invested capital? That includes capital, surplus, and undivided
profits?
Governor YOUNG. Yes.
Third. Statistics as to trust business in national banks.
That is being compiled. That is not ready to-day but will be ready

shortly.
Fourth. Statistics as to trust business of State banks and trust

companies.
As stated the other day it was almost impossible to get that informa-

tion. We have tried to get it and have been unable to get it.
Fifth. Location of Federal reserve banks and branches.
I have that report ready to put into the record. In addition to

that I am filing this little map [exhibiting] that gives all the reserve
banks and branches and the territory assigned to each one. If the
members of the committee would be interested in that, I can furnish
additional copies.
Mr. STRONG. If satisfactory to the committee, I would sugges.t

that when the data is finally prepared, the data be inserted at this
point.
Mr. WINGO. I understand it will require some time to prepare

that. You would not want to hold up the record for that?
(The information referred to is as follows:)

LIST OF FEDERAL RESERVE BANKS AND BRANCHES

Boston: No branches.
New York: Buffalo.
Philadelphia: No branches.
Cleveland: Cincinnati, Pittsburgh.
Richmond: Baltimore, Charlotte.
Atlanta: New Orleans, Jacksonville, Birmingham, Nashville.
Chicago: Detroit.
St. Louis: Louisville, Memphis, Little Rock.
Minneapolis: Helena.
Kansas City: Omaha, Denver, Oklahoma City.
Dallas: El Paso, Houston, San Antonio.
San Francisco: Los Angeles, Portland, Salt Lake City, Seattle, Spokane.

The CLERK. We will make the proper reference to it when it is
submitted.
Mr. STRONG. Then, that will be satisfactory.
The ACTING CHAIRMAN (Mr. Strong HI the chair). Mr. Dunbar,

have you any questions to ask?
Mr. DUNBAR. Mr. Young, a bank with a capital stock of $10,-

000,000, a member of tile Federal reserve system, takes over a bank
with a million dollars capital, a member of the Federal reserve syste.m,
and that bank which had a million dollars capital continues to enjoy
the benefits of the Federal reserve system through its parent bank,
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having $10,000,000 capital, which took it over. That is true, is it
not?
Governor YOUNG. Both member banks?
Mr. DUNBAR. Are they separately member banks after the million

dollar bank becomes a branch bank?
Governor YOUNG. It would depend upon whether it was a con-

solidation, whether it joined a group or became a chain. .
Mr. DUNBAR. What I mean the. parent bank had $10,000,000

capital stock and took over this million-dollar bank and made it
a branch bank. For instance, a bank in New York would take over
a bank in Albany with a million dollop capital stock—that is, under
the supposition we have branch banking.
Maybe I do not understand what branch banking is.
Governor YOUNG. I think you do. The parent bank's capital

would be $11,000,000. The branch would not have any capital.
iMr. DUNBAR. It would not, n any way, affect the Federal reserve

System?
Governor YOUNG. Unless they applied for a reduction in capital

and we would not permit that reduction unless we were satisfied
it should be reduced. 
Mr. WINGO. Would it not be possible for the bank to buy the

assets and the other bank surrender its charter? Would you approve
the purchase of the assets?
Governor YOUNG. If it was a State member bank we would. We 

iwould have the power. If t was a national bank, as a matter of
precedent and not as a matter of law, those things are always referred
to the Comptroller of the .Currency.
Mr. WINGO. I am afraid you did not understand my question.

Mr. Dunbar wants to know the effect it would have on the system.
You suggested you might change one bank and increase its capital
$1,000,000. As a matter of fact the Bank of New York can buy the
assets, either one piece of paper at a time or all of it in bulk?
Governor YOUNG. Correct. 

iMr. WINGO. Whether t be a State bank or a national bank and
then that bank, whose assets have been sold, can surrender its charter
without anybody's approval and the other bank would have bought
its assets without anybody's approval, 

is 
and except a bank ex-

aminer comes along and says the paper s not good and you have to
charge it off.
Governor YOUNG. A State member bank would have to apply to

us for permission—would have to request us to cancel their Federal
reserve stock they own.
Mr. Wiwi°. If the law provides they can go out of business and

surrender the charter, that automatically cancels it?
Governor YOUNG. If they were performing fiduciary trusts, we

might require them to continue to handle the fiduciary trusts until
discharged.
Mr. DUNBAR. We have one bank with a capital of $10,000,000, a

member of the Federal reserve system and another bank with a
capital of $1,000,000, a member of the Federal reserve system. Now,
the bank with the capital of $10,000,000 buys this bank with a capital
of $1,000,000 and makes it a branch of the $10,000,000 bank. Be-
fore the purchase you had two members of the Federal reserve
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system. Now you only have one member of the Federal reserve
system?

Governor YOUNG. Yes; that is correct.
Mr. DUNBAR. Now, then, how will the Federal reserve system be

affected by just having one member instead of two?
Governor YOUNG. In the reserves that they are required to carry

with us or in the stock that they hold in the Federal reserve or iq
what influence they might exercise in electing directors of the bank.
Mr. DUNBAR. Well, you have the Federal reserve system—
Governor YOUNG. It would have no effect upon the stock holdings

or reserves they carry unless the second bank happened to be in a
smaller community and then if they were taken over by a larger

bank, they would have to carry a larger reserve than before.
Mr. DUNBAR. Would you consider it detrimental for a branch

bank to be established under those circumstances?
Governor YOUNG. It would be detrimental.
Mr. DUNBAR. Would not affect it one way or the other?
'Governor YOUNG. No, sir.
Mr. DUNBAR. The Federal reserve system now has about one-half

of its members belonging to branch, chain, and group bank-;. Now,
are very many national banks going out of existence?

Governor YOUNG. I have not the figures but I think the ComP-
troller of the Currency left those figures here the other day. Na-
tional banks have lost in the last two or three years.
Mr. DUNBAR. Very largely?
Governor YOUNG. Yes, sir.
Mr. DUNBAR. Now, national banks are going out of the national

bank system because they claim under the State charters they have

very much more liberal courses of action? That is true, is it not?
Governor YOUNG. Yes.
Mr. DUNBAR. Now, what is there that we can do for national

banks that would keep them in the national bank system by liberaliz-
ing their business methods?
Governor YOUNG. I think 
Mr. DUNBAR. First, do you consider it desirable that national

banks be continued in the system?
Governor YOUNG. Very.
Mr. DUNBAR. What could we do then to continue them in the

system?
Governor YOUNG. I did not read all of the comptroller's testimonY

before this committee, but I think that was one of his strongest
arguments for an extension of branch banking.
Mr. DUNBAR. All the national banks, I think, have a currency

circulating privilege under bonds which are redeemable in 1932.
that correct?
Governor YOUNG. 1930.
Mr. DUNBAR. 1930?
Governor Youxo. I think those bonds are all due now. It is dis-

cretionary with the Secretary of the Treasury as to whether he

takes up the bonds or not.
Mr. DUNBAR. Those bonds are 2 per cent?
Governor Youxu. Nothing but 2 per cent now carry the circulation

privilege. The 4 per cent bonds were retired.

1
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Mr. DUNBAR. The Government gives the difference between 2 per
cent and 3; or 4 per cent in the amount of interest paid by reason
of the national banks being paid but 2 per cent on those bonds on
Which they base their circulation?
Governor YOUNG. Yes, sir.
Mr. DUNBAR. You consider it very desirable that national banks

continue in the system. Would it be economic and just for the
Federal Government to pay them more money on the bonds which
are used to redeem their circulation?
Governor YOUNG. I think it is still profitable, Mr. Congressman,

for banks to buy the 2 per cent bonds and issue circulation against
them even where they pay a premium of 2 points.
Mr. DUNBAR. Then, if it is still profitable for them to do that, why

do they leave the system?
Governor YOUNG. The profit is so small that it does not amount

to very much.
Mr. DUNBAR. Do you believe one way to keep the national banks

in the system would be to pay them part of the interest money saved
by reason of their receiving but 2 per cent interest, Whereas the
Government pays from 3% to 4% per cent interest.
Governor YOUNG. Then you are further extending the national

bank currency that has clearly demonstrated that it is not an elastic

currency such as a Federal reserve note. I do not believe that would
be good.
Mr. DUNBAR. Well, then, you do not believe that the national

banks confer any great benefit upon the banking system or cur-
rency system?
Governor YOUNG. No, sir.
Mr. DUNBAR. That is your idea?

Governor YOUNG. That is right.
Mr. DUNBAR. The Federal Government benefits by the 2 per cent

interest they receive on bonds which national banks buy to secure
their currency. What suggestions have you to make that would
be more favorable to the operation of national banks, so they could
be kept in the Federal reserve system?

Governor YouNa. That is the hardest question I have had so far,
Mr. Congressman.
Mr. DUNBAR. Then, it is a subject for future consideration?
Governor YOUNG. it is. It is very hard to do anything for the

national banks that you should not do for the State member banks.

There is a very strong feeling throughout the country now that the
member banks of the Federal reserve system should be paid a greater
return on their stock holdings other than the 6 per cent they now get.
1, myself, believe that, that dividend should be increased. Of course,
if you do that for national banks, obviously you would have to do it
for the State member banks too.
The ACTING CHAIRMAN (Mr. Strong in the chair). Had we not

better adjourn for the roll call?
Mr. DUNBAR. Very well, I can take up my questioning when we

meet again.
The ACTING CHAIRMAN. Then, if there is no objection, we will

adjourn until Tuesday, at 10.30.
(Whereupon at 12.25 o'clock, p. m., the committee adjourned to

meet at 10 o'clock a. m., on Tuesday, March 25, 1930.)

X
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TUESDAY, MARCH 25, 1930

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Washington, D. C.
The committee met in the committee room, Capitol at 10.35 o'clock,

13. In., lion. Louis T. McFadden (chairman) presiding.
The CHAIRMAN. The committee will come to order.

STATEMENT OF GOVERNOR ROY A. YOUNG—Resumed

The CHAIRMAN. Mr. Dunbar, I believe you had not finished withYour questions.
Mr. DUNBAR. Governor Young, when we adjourned the other day,te Were talking about what inducements could be offered to nationalnks so that they would remain within the Federal reserve system.
nu stated that that was a very hard question to answer.
Now, the Federal reserve system is becoming to be controlled byState banks and other institutions rather than the national banking

sYstem—is that so? Has there not been a very great number a
national banks withdrawn from the Federal reserve system by rea-
:°n of the forming of coalitions or absorptions of other banks oper-
"
,:
"ng under State control?
Governor *YOUNG. That is correct.
Mr. Maxima. How much do you believe that the Federal reserve

reason 
should be under the control of the Federal Government by

lason of the affiliation with it of national banks rather than theamliation with it of State banks?
Governor YOUNG. Can I point out, Mr. Congressman, that a Fed-!Nil reserve bank, becaus6 of the nature of its directors, or the way18 directors are appointed, theoretically takes the actual control awaytrom the banking interests? The banks elect three directors that may"e stockholders of banks. They elect three other directors that rep-

t7aent business, that are not ofhcers or directors of banks, althoughtry may be stockholders. The Federal Reserve Board appointseinve directors, two of which represent commerce and industry andnot be directors, stockholders, or officers of any bank; so that,
neoretically, the control of every Federal reserve bank is in the handsut business rather than the banking interests.
fr Now, in addition to that the Federal Reserve Board is appointedoni various districts of the United States. No two members, exceptthe ex officio members, can come from the same district. They are41Pointed to represent the industry of the country and, as I statedthe other day, the powers of the Federal Reserve Board, if they elect
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to exercise them, are very far reaching, in so far as the operation and

policies of the reserve banks are concerned; so that I think I am safe

in saying that the possibility of State banks gaining control of the

reserve banks is very, very remote.
Mr. DUNBAR. Even though most of our national banks would be-

come State banks and withdraw from the national banking system?
Governor YOUNG. No: I can not go that far.
Mr. DUNBAR. Is not that the present tendency; is not the present

tendency in that direction?
Governor YOUNG. It is.
Mr. DUNBAR. Is it not very much so?
Governor YOUNG. The national system has lost a great deal in the

last two or three years.
Mr. DUNBAR. Does the Chase National Bank in New York remain

in the Federal reserve system?
Governor YOUNG. I am informed they are going to continue under

a national charter.
Mr. DuratAn. Then, according to your judgment, am I right in

presuming that if national banks would largely withdraw from the

Federal Reserve System, that the Federal Reserve bank could oper-

ate and function with practically the same degree of efficiency and

economic requirements?
Governor YOUNG. Under war conditions, I would say it would

be very advantageous to have a large representation of the banking

strength of the country in national banks.
Mr. DUNBAR. You spoke the other day about national banks with-

drawing from the Federal Reserve System by virtue of State char-

ters being more advantageous to them than operating under the

national banking system, and the subject was also discussed as to

what we can do to make national banks remain in the system.

Nothing can be done, as I understand it, that will not be ap
plicable

to State banks.
Now, have you any plan or do you think any readjustment is

possible where greater inducement can be offered to banks that re
-

main in the Federal reserve system and of those which remain 
out

of the system by reason of the present inducement, so we could d
raw

a number back and probably cause the greater number of 
our na-

tional banks to remain in the system?

Governor YOUNG. I think that additional inducemement could be

offered to member banks, but, obviously, in so far as the 
Federal

reserve system is concerned, anything that would be done 
for a

national bank it would be necessary to do the same thing for 
the

State member banks. There is quite a feeling in the country at the

moment that the members of the Federal reserve system are 
entitled

to a larger return than the 6 per cent t
hat they receive upon their

stock investment in Federal reserve bank
s. I am inclined to agree

with that view. Different proposals have been made.

I would not want to commit mysel
f at the moment, but I lean very

strongly toward increasing the dividends th
at are paid member

banks.
One other suggestion has been ma

de that would require a great

deal of thought and further in
vestigation, and there might be legal

complications that would prevent it from being put into oper
ation---

but the suggestion has been made 
that it would be for the best in-

•
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terests of the country if all banks in the United States were required.
to carry a portion of their reserve in the Federal reserve system,
regardless of whether they are members or not.
Mr. DUNBAR. Is there any way possible by which the Federal Gov-

ernment could require that?
Governor YOUNG. That is a legal question, Mr. Congressman, that

I am not prepared to say yes or no on at this moment.
Mr. DUNBAR. Each State exercises its sovereignty over the State

banks
' 
so that any Federal laws can not extent to them and that seemsto be the weakness, in my opinion, of the present banking system of

the Federal Government.
Governor YOUNG. Well, of course the Federal Government

abolished the wild cat currency that existed, by a tax. Whether that
1,8 applicable to checks or interstate transactions I am not preparedto say.
Mr. DUNBAR. You would not like to give us your views on that

Point? I think you entertained the thought that such a thing is im-
Possible. Have you any other suggestion to make as to how the
Federal reserve system could be made so attractive that State banks,
SS well as national banks, would beeome members of the Federal
reserve system ?•
I think you believe that if all belonged to the Federal reserve

sYstem, much of our troubles and difficulties would disappear.
Governor YOUNG. No; I can not say that, Mr. Congressman.

Mem ibership in the Federal reserve system s not a guarantee of bank
deposits.
Mr. DUNBAR. Is not a guarantee of banking deposits?
Governor YOUNG. Yes.
Mr. Durnma. What I mean is the system has the bulk of the

deposits.
Governor YOUNG. I did not understand that, Mr. Congressman.
Mr. DUNBAR. You stated bank deposits were essential for the

transaction of the banking business of all banks. We all recognize.that. What is there in the Federal reserve system that would cause
the depositors in those banks to get away from the Federal reserve
banks?
Governor YOUNG. They can. A national bank can convert into a

State bank and withdraw from membership. A member State bankcan get out of the system on six months' notice.
Mr. DUNBAR. Pardon me, I suspect I misunderstood you. I

thought you had reference to individual deposits in the banks which
are members of the Federal reserve system?
Governor YOUNG. That is correct. We can not guarantee those

deposits.
Mr. DUNBAR. No; you can not guaranty those deposits. Theyare the result of the natural volition of the people, and I do not see

how the Federal reserve system can increase or decrease the deposits
ul any particular bank except in so far as people found it advan-
tageous to do busines with that bank.
Governor YOUNG. That is correct.
Mr. DUNBAR. A great many banks believe the Federal reservesYstem should pay an interest on daily deposits

' 
the same as otherbanks do. What is your opinion with respect to that?
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Governor YOUNG. I would be opposed to that. If that policy

were adopted, there would be great pressure upon the reserve banks
and the Federal reserve system, to earn good returns for their

members. The reserve system was not intended as a money-making
system. The Federal reserve system simply took the reserves held

by individual banks, and thus concentrated them in one general
(Told reserve, which was the basis of the note issue and credit exten-t,
sion for seasonal requirements and other emergencies.
If the reserve banks under certain conditions were required to earn

a return that would enable them to pay any rate of interest on de-

posits, it would so upset the entire credit structure of the country

that the effects would be felt in all parts of the country.
Mr. DUNBAR. What are the daily deposits of member banks in the

Federal reserve system?
Governor YOUNG. Approximately $2,300,000,000. That varies

from day to day and according to seasons approximately $100,000,000
variation.
Mr. DUNBAR. The returns to the Federal Government last year

were around $3,000,000?
Governor YOUNG. A little higher than that. I think. You mean

the franchise tax?
Mr. DUNBAR. Yes.
Governor Yoti-No. $4,283,000.
Mr. DUN BAR. $4,283,000?

Governor YOUNG. Yes, sir.
Mr. DUNBAR. Did that approximately represent all the profits of

the Federal reserve system?
Governor You-No. No, sir.

Mr. DUNBAR. What were the profits of the reserve system?
Governor YOUNG. Last year the dividends paid aggregated

nine million five hundred and eighty-three thousand and odd dollars.

Mr. DUNBAR. That was 6 per cent?
Governor YOUNG. Yes, sir. Transferred to surplus, $22,535.000:

franchise tax paid to the United States Government, four million two

hundred and eighty-three thousand and odd dollars. That is a total

net earning of $36,402,000?
Mr. DUNBAR. If all that were paid for interest on daily de

posits

of $2,300,000,000 in the Federal reserve system, it would amount to

about 11/3 per cent; so that if you paid all of it for interest to the

depositors, it would not leave you any profit?
Governor YOUNG. It would not leave any profit, and 1929 was

the highest year from the standpoint of earnings since 1921.
Mr. DUNBAR. That year you paid a Federal Reserve tax of

$60,000,000?
Governor Yourro. In 1920 we paid a franchise tax of $60,724,000.

Mr. DUNBAR. Would it not be very advisable, if some system could

be conceived whereby interest on balances would be paid to the de-

positors of the Federal reserve system? I think it would make the

system more popular than anything that could possibly be done/

and if it could be made more popular you would have more 
moneY

and you would retain your national banks as members of the system'

Now, you say the Federal reserve bank is not run for 
profits

That is true, but it is necessary that the profits be such that 
theY
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ean maintain themselves and I believe they could maintain them-
selv.es by making the terms more attractive in order to retain the
national banks and the State banks, and that this, to a considerable
extent, would solve the problem of branch banking, group banking,
and chain banking?
. Governor YOUNG. I will agree with you, Mr. Congressman, except
as to the procedure. I should regret very much to see legislation
enacted that would compel the reserve banks to pay a fixed amount
Of interest on deposit accounts.
I would, however, be agreeable to any equitable plan that would

Permit more of the profits of the reserve system to be distributed to
the member banks, if earned. But I would not put the obligation on
the Federal reserve system of earning 1 per cent on deposit accounts.
One-half of 1 per cent on deposit accounts, or any other amount.
Mr. BRAND. Will you yield to me for a question?
Mr. DUNBAR. Certainly.
Mr. BRAND. Referring to your answer, Governor, about the Fed-

eral reserve system, you say the Federal reserve system is not a
Money-making system. I want to call your attention to the fact
that from 1914 to 1926 the gross earnings were $678,999.660. The
tintal expenses in this time were $257,144,956. The net earnings for
tne 12 Federal reserve banks during that time, from 1914 to 1926,
Were $421,854,704. Do you not think that was a pretty good money-
making institution?
Governor YOUNG. Very.
Mr. BRAND. With very good net earnings?
Governor YOUNG. Yes, sir.

, Mr. BRAND. Therefore, would you not say it was a money-making
Institution?
Governor YOUNG. Yes, sir.
Mr. BRAND. You spent nearly 25 per cent of that $678,000,000 on

expenses and yet you got nearly $422,000,000 net profits?
Governor YOUNG. Correct.
Mr. BRAND. Then, it is a money-making machine?
Governor YOUNG. Yes, sir; it has been making money.

„ Mr. DuNBAR. You do not expect the Federal reserve system in the
tuture, as now operated, to make anything like that money?
Governor YOUNG. It might or might not, but I would regret very

kll.ch if a policy were ever adopted by the Federal reserve system
Which would be based upon earnings and not with the view of ac-
enrnmodating commerce and industry as the law now requires it.
Mr. DuNRAR. I agree with you. am not in favor of any legisla-

tion that would compel you to pay interest on deposits. But I wish
You could voluntarily work out a plan to do this.
You may not believe it to be right, but I believe if the Federal

tteserve Board could work out some plan whereby it would pay inter-
on daily deposits, it would be the most popular thing to do and

Would result in advantage in your operations.
Governor YOUNG. Mr. Congressman, would it accomplish the same

results if it was paid in dividends on stock?
Mr. DUNB.AR. I do not know.
Governor YOUNG. Or if the earnings were paid above a certain

Larnount on the capital investment they had in the Federal Reserve
Qanks and the reserves they carry in the banks?

A
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Mr. DUNBAR. People like to receive a return for every specific ad
and although some other plan might be devised which, in the aggre-
gate, would pay more money, yet their return on single investments
seems to impress them more than the aggregate on the whole propo-
sition, which would bring them more. Everywhere I go I find com-
plaints because the Federal reserve system does not pay an interest
on daily deposits.
Governor Youxo. I can say, Mr. Congressman that that question

has been referred to the Federal advisory council; has been referred
to a conference of the governors of the Federal reserve banks; has
been referred to a conference of Federal reserve agents, and I think
that they are practically unanimous—not quite unanimous—in be-
lieving that the time has arrived when the member banks are en-
titled to a larger return on their stock investment in the Federal
reserve system.
Mr. DUNBAR. In your opinion that will make the system more pop-

ular and will materially assist you in retaining bails in the system
which are now going out?
Governor Yomich I believe so.
Mr. DUNBAR. The Massachusetts decision, and I believe the de-

cision of the Supreme Court of New York, interfered very largely
with the successful operation of the McFadden Act, did it not?
Governor YOUNG. In reference to fiduciary powers?
Mr. DUNBAR. Yes.
Governor YOUNG. Yes, sir; that is correct.
Mr. DUNBAR. Is there any way the national bank act might be

amended, so as to permit national banks to exercise those powers?
Governor YOUNG. I do not think so. But if I may have the privi-

lege of asking our counsel if he has any suggestions along those lines,

I should like to do so.
Mr. DUNBAR. That is satisfactory to me.
Mr. WrArr. I think the act could be amended so as to compel the

States to treat national banks exactly as they treat State institutions
in respect to that question. The case referred to did not deny the
right of national banks to exercise fiduciary powers, but dealth
simply with the question of whether a consolidated bank resulting
from the consolidation of a national bank with a State trust com-
pany, succeeded automatically to the executorships and trusteeships
under which the trust company was acting, under wills, prior to the
consolidation, and the court held that where the State law did not

permit such a succession, the McFadden Act should not be construed

as requiring it.
In so holding, however, they called attention to the fact that the

McFadden Act was very careful to say that these consolidations

should not be in contravention of State or local law and the court

did not pass upon the question of whether Congress could pass an

act requiring that result in contravention of State law. That was

left open.
I feel certain, however, that Congress could pass a law compelling

State courts to treat national banks exactly as they treat State banks

in reference to recognizing a consolidated institution as a successor

to the constituent institutions; in other words, Congress could pro-

vide that if, under State law, a consolidated institution, resulting

from the consolidation of two State constituent institutions is recog-
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nized as the same person and may be permitted to continue to execute
the trusts held by the constituent institutions, such States shall per-
mit a consolidated institution consisting of a national bank and a
State institution, to do the same thing. I think that would be sus-
tained by the courts.
Mr. DurmAn. Were these decisions by State courts?
Mr. WyArr. The decision was of the Supreme Court of Massachu-

setts, which was affirmed by the Supreme Court of the United
States
' 

but on different grounds.
Mr. DUNBAR. You believe it would be advisable to work out a plan

Whereby a national bank and a State bank consolidates, and the con-
solidation does not continue as a member of the Federal reserve sys-
tem, by reason of these decisions—do you believe that some plan
might be worked out whereby that consolidated institution would be
Permitted to exercise all the powers that the State banks exercised
and still be retained as a member of the Federal reserve system?
Mr. WyArr. I did not quite catch the question. I thought you

said, in the first place, where they did not stay in the system.
_Mr. DUNBAR. I will restate the 'question. Here is bank No. 1 in
Massachusetts, a national bank, and it consolidates with bank No. 2,
which is not a national bank, but by reason of the exercise of ex-
eeutorships by bank No. 2 and other business in the nature of trusts,
they are not permitted to remain a national bank. That was true;
was it not?
Mr. WyArr. No sir.
Mr. DUNBAR. Well, what is the truth?
Mr. WYATT. The ,§,ituation is this, that a State trust company,

Which was acting as an executor under a will, was consolidated with
a national bank under the charter of the national bank, so that the
consolidated institution was a national bank and remained a member
of the Federal reserve system, necessarily. This consolidated na-
tional bank then attempted to file with the court, a final accounting
as trustee or executor—I forget which—in the case in which the
State bank had been appointed, and the court held that they could
not recognize that national bank as the executor because it was notthe executor named in the will and appointed by the court, but that
it was a different institution, a different corporation and a different
Person; so, they said, the court would have to appoint another trusteeor another administrator.
Now, the practical effect is this; that where you have got a big

trust company, operating under the State law, and a national bank,
and the directors of the two institutions decide to consolidate, the
question always comes up whether the consolidated institution shall
be a national bank or a State bank and, on account of that decision,
they very frequently think it is safer to consolidate under StateCharters so that there will be no question of their right to continuethe trust business under the consolidated State institution. Fre-quently the State banks have more trust business than the nationalbanks, because they have been exercising that function longer.
Mr. STEVENSON. Did not the court hold that the national hankFould, by application to the local probate court or whatever courtbandies probate matters, be appointed in place of the other?
Mr. WI-Arr. They suggested that it could be appointed, but therewas nothing to control the action of the probate court.
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Mr. STEVENSON. But it was eligible to be appointed, if they
applied?
Mr. WyArr. Yes, sir.
Mr. Wirroo. The decision specifically said so.
Mr. WyArr. In a great many States they have considered it safe

to go ahead and take the national charter because they know the
probate courts will appoint the consolidated national bank or admin-
istrator, except in cases where there are wills which have been exe-
cuted. but where the testator has not died, they are afraid in some
States, that unless they can get a codicil or new will appointing
the new institution, there may be some difficulty about having the
new institution recognized under that will.
Mr. STEVENSON. If a man appointed a State institution executor

and. before he died,. that institution was consolidated and became
a national institution, the question is whether the national institution
can succeed to the right which was provided in that will?
Mr. WyAl-r. Yes, sir.
Mr. DUNBAR. What suggestion have you to offer in the way of

Federal legislation that would make it easier for a bank, under those
circumstances, to remain in the Federal reserve system'?
Mr. WyArr. They can all remain in the Federal reserve system.

They usually do, even where they take the State charter. A State
bank can be a member of the Federal reserve system.
Mr. DUNBAR. This bank in Massachusetts did not remain in the

system?
Mr. WYArr. Yes, sir; as a matter of fact, it remained a national

bank. The effect of the decision was to discourage other national
banks from taking out the national charter instead of State charters
when they consolidate with State trust companies.
Mr. DUNBAR. Have you any suggestion to make in reference to

legislation that might 19e recommended
i

 by the Committee on Bank-
ing and Currency that would make t more attractive for banks to
remain as members of the Federal reserve system?
Mr. WYATT. I think clearly the suggestion Governor Young made

would be very helpful, and there is another recommendation which
the Federal Reserve Board has made which I think would be helpful
in a way, and that is a recommendation that the board be permitted
to waive the cost of examining State member banks. At the present
time the law requires the expenses to be assessed against the State
member banks and they also have to pay for the examinations made
by the State authorities and that is not very attractive to them.
The Federal Reserve Board has recommended, in its last two

annual reports, that it be permitted to waive those costs.
Mr. Duruitiu. That is more irritating than it is a question of great

expense?
Mr. WYArr. Nevertheless, the banks take serious exception to it.
Mr. DUNBAR. I know they do. That is the reason I would favor

doing not only that, but granting the reserve banks interest qn
their deposits even though it might be only 1 per cent. I believe if
the Federal reserve system would work out such a plan, it would
remove a very irritating condition of mind among the banks who
are members.
We spoke the other day, Governor Young—and I will not take up

very much more time—or some members of the committee did—

L
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about your being able or it being advisable to restrict the interest on
call loans on the New York Stock Exchange, which went as high
as 24 or 25 per cent, and it was thought by my friend on my left
that if they could be restricted to 8 per cent, it would result in the
Welfare of the country during hours of disturbance.
, but now, would that have restricted or helped in any way to
have prevented the panic which we had last October? If banks were
ire.quired by the board that controls the Federal reserve rates, to
axin money at 8 per cent, they absolutely would not have loaned it,
would they? They would not have had it to loan at those figures?
For instance, money was sent in from the interior to New York.

One of the banks in my part of the State sent in $100,000. They
would not have sent it in at 8 per cent?
Governor YOUNG. What price did they send it in for?
Mr. DUNBAR. I do not know.
Governor YOUNG. Eight per cent is a very attractive rate.
Mr. DUNBAR. It is an attractive rate.
Governor YOUNG. And when you stop to consider that the banks

throughout the United States maintain rates to business at 6 per
cent and they have the option of placing their surplus funds in
United States Government bonds, and bankers' acceptances at. not
to exceed 51/2 per cent for the bankers' acceptances or commercial
Paper at 6 per cent or possible 61/4 per cent, there would have been
a strong desire to go to the New York call market at 8 per cent.
Mr. Dtrxemi. Do you believe that the fixing of the maximum rate

at 8 per cent by the three members of the stock exchange that fix
the rates for call loans, could be made effective?
Governor YOUNG. I think there has been a great deal of mis-

understanding about the three members who fix the call rates.
people seem to be under the impression they arbitrarily fix thoserates.
Mr. DUNBAR. You explained the other day they do not.
Governor Yourm. They can not do that. If they fix the rate at

10 o'clock in the morning and it is not right, they have to changeit during the day. It depends upon the funds that come in and the
amount of money that is short in the market.
Now, the highest call rates, properly should have a restraining

influence on the borrower. In 1927, 1928, and 1929, they did not
seem to have a restraining influence. There is no specific evidence
of it. But ordinarily, that rate would have a very restraining in-
fluence. Under the conditions that exist to-day, I think a 6 or 7
Per cent call rate would have a restraining influence and a very
effective one.
Mr. DUNBAR. You then would be inclined to adopt Mr. Seiberling's

Opinion on that?
Governor YOUNG. Eight per cent?
Mr. DUNBAR. Yes.
Governor YOUNG. I would not. I think that call rate had betterb0 open.
Mr. Dummit. You said you believed an 8 per cent call rate would

have a very beneficial effect on business?
Governor YOUNG. Under certain conditions, but I do not think

it would have had any effect in 1927, 1928, or 1929 the way the
American public felt about buying stocks.



544 BRANCH, CHAIN, AND GROUP BANKING

Mr. DUNBAR. You do not think it would be a practical thing in
times of emergencies?
Governor YOUNG. That is correct.
Mr. DUNBAR. The people did have a speculative mania—there 115

no doubt about that—and I suppose nothing would stop them. The
Federal reserve system did try to stop that speculative mania, did
it not
Governor YOUNG. It did.
Mr. DUNBAR. I remember some people back home criticising the

Federal reserve system very severely because its policies interfered
with some of their transactions.
Governor YOUNG. Yes.
Mr. DUNBAR. It did have a restraining effect, did it not?
Governor YOUNG. We think so, to some extent.
The CHAIRMAN. Mrs. Pratt.
Mrs. PRATT. Mr. Chairman, I am sorry I was not here on Friday.

It may be that some of the questions I may ask are already in the
record. If so, will you please advise me?
The CHAIRMAN. Very well, Mrs. Pratt.
Mrs. PRATT. During the course of the hearings, Governor Young/

a great deal has been said about the decentralization of credit. it
has been stated that part of the proposed legislation to permit branch
banking would be for the purpose of decentralizing credit and creat-
ing, as I understood it, a greater number of large credit centers.
Is that inconsistent with approval of such mergers as we have seen
iecently in New York?
Governor YOUNG. May I answer that in this way: Let us take the

Federal reserve system, for example. It mobilizes credit, which
permits it to decentralize credit; in other words, the mobilization
of the credit at any one point permits you to put it into the diStridi
Is here it is needed and draw it from the districts where it is not
needed.
Now, it is hoped—and in my opinion, it would be a very short-

sighted policy on the part of large groups, large chains, and even
of branch banking, if it is permitted, if that decentralization after
mobilization is not followed as a policy by these groups or chains.
Mrs. PRATT. Now, to go to the subject of your paper: How does

the concentration of capital in banking compare with the concen-
tration of capital in business and industry in general?
Mr. BUSBY. Mr. Chairman, we can not hear, and we should like to

follow the examination.
Mrs. PRATT. The question was, How does concentration of capital

in banking compare with concentration of capital in business and
industry generally?
Governor YOUNG. I can not state accurately, but I would say that

up to 10 years ago, it lagged. Since then, consolidations mergers
and developments of groups and chains have been quite rapid. "What
relation that bears to business, I can not say. Can you tell us,
Doctor Goldenweiser ?
Doctor GOLDENWEISER. I would say it has not gone as far in bank-

ing as in other business.
Mrs. PRATT. That is the information I have. In your opinion,

does the concentration in large communities, of the banking credits,
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make it more difficult for smaller communities having smaller busi-
nesses, to secure accommodations and loans?
Governor YOUNG. I have seen no evidence of that to date.
Mrs. PRATT. On page 29 of your statement, in the second para-

graph, I was impressed with the number of agencies which havepeen created for the relief of the farmer. Do you think the factthat the farmers in Canada have lost nothing from their bank
failures, as compared with the losses of their near neighbors in the
States south of them, points to the possibility that the troubles inour agricultural communities can be better solved by permitting
branch banking than by providing additional credit facilities, by
Eaternalistic methods which impose heavy drains upon the Treasury?That is what happened when all these various agencies were insti-
tuted after the war.
Governor Yourro. Well, that is a very strong argument, Mrs. Pratt,for the branch banking system, in so far as the depositors are con-

cerned,
I make that statement with a great deal of reluctance. I am a

Country banker and was raised in a country bank. My association
nas been with them for a great many years. I realize the difficultiesthey have experienced. I am thoroughly familiar with their re-
sourcefulness and sticktoitiveness, and my sympathies are with the
,sinall country banker. I have the greatest admiration for those who
nave been able to pull through this very unfortunate period that
We have had in the agricultural sections of the United States. I
have great admiration for even some of those who were unfortunate
enough to be compelled to close their institutions. But, I think, we
are faced with facts rather than sympathies in this present situation.
There has been a tremendous development of the group and chain
idea, which is branch banking in another form.
Mrs. PRATT. You do feel, perhaps, that in many instances, the

losses that were sustained might be laid to duplication of facilities?
Governor YOUNG. I think so.
Mrs. PRATT. Now, on page 61—and I shall try to concentrate the

questions so as to make them as brief as possible—it appears therethat the fundamental cause of bank failures, apparently, was thelack of sufficient capital and the existence of more banks than could
Profitably exist in many communities, especially in the small com-
munities. Following that summary, the statistics indicate that the
largest proportion of failures occurred in communities of less than1,000 population. From 1921 to 1927, 80 per cent of the banks failed
RI communities of less than 2,500, and, during the last 9 years, 91.6per cent were located in communities of less than 10,000 population.I think that is correct. is it not?
Governor YOUNG. I think so.
Mrs. PRATE Now, it. was in those communities particularly, that the

eompetition of facilities provided by the farm-loan system and laterthe intermediate credit banks operated, which would seem to indi-cate that the efforts of the Federal Government to extend cheap credithas produced harm rather than assistance and, as I intimated before,these communities may have lost more from bank failures than theygained through interest rate reductions.
Governor YOUNG. I could not make that positive statement. Ithink it can be stated in this way that the inauguration of the Fed-



546 BRANCH, CHAIN, AND GROUP BANKING

eral reserve system took away certain profits that the country bank

had in the past in the way of collection charges that were made on

checks. I think that the Federal land banks and joint-stock land

banks, took away certain profits that the banker had previously t°
the enactment of those laws—profits which he received in handling
farm mortgages—so that these two agencies did interfere with his

profits. Does that answer your inquiry?
Mrs. Plum I think I shall find that it does when I read it over.

I was not able to follow it very closely.
Now, referring to Professor Sprague's statements quoted by you.

I think it was in the last part of this statement, page 67, first pari!.-
graph, that Professor Sprague seemed to indicate that bank exami-

nations have sometimes, prior to actual suspension, indicated in-
creasingly unsatisfactory conditions. It might be giving too much
power to a single individual to permit the Comptroller of the Cur-
rency, or a corresponding .official charged with the duty of making
such an investigation, to insist on a clean-up of the conditions com-

plained of by the examiner; therefore—and this is a more or less an
academic question—would it be advisable to set up some kind of

banking board that would consider such questions as would arise

from impending insolvencies?
Governor YOUNG. I do not think it necessary to set up such a

board.
Mrs. PRATT. Do you think it is a good idea when they foresee an

insolvency is inevitable that the operation should be more rapidly

brought about rather than wait for the actual failure to occur?
Governor YOUNG. I doubt it. I think the actions of the board

would be the same as the actions of the Comptroller of the Currency.

It is the ambition of everyone, the Comptroller of the Currency and

any board, to give the bank the advantage of the doubt and do

everything within their power to attempt to pull that bank through.
either through assessments, voluntary or legal, or assistance from

neighbors or consolidations or what not. The banking authorities.

in 99 cases out of 100, do everything they can before they 
permit

a bank to close. I think that any.  board that might be set up would

.do the same thing, not in the interests of the stockholders of 
that

bank particularly, but in the interests of the depositors, in the inter-

ests of the community, and, if you will, in the interests of some good

near-by banks. The closing of a bank has a far-reaching effect

upon institutions that are good and solvent.
Mrs. PRATE I was very much interested in the next paragraph

of Professor Sprague's report. In reading it over the thought oc-
curred to me that it apparently suggests the approval to all new
charters be withheld awaiting what we call—with respect to public

utilities—a certificate of public convenience and necessity and where
competition is not held to achievea public benefit; in other words,

where it would be a mere duplication and would not be a benefit, it
seems to suggest the possibility of banks, as is the case with public

utilities, being required to present a certificate of public convenience

and necessity. Do you think that would be a bad proposition
i 

?
Governor YOUNG. I think that s what is done in actual practice

to-day. I think previously to 1920, charters were granted rat
her

freely, both by the national department and also by the State depa
rt-

ments. After 1920 it was much harder to get a national charter.
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because the supervising authorities realized that there were too many
banks; so that, to-day, while the Comptroller of the Currency is
vested with the power of granting national charters, in the last fiveor six years, I do not know of a national charter that was granted in
the United States that was disapproved by the Federal reserve bankOf the district.
Now there may be one or two exceptions, but I do not think so.

So the procedure followed by the Comptroller of the Currency, when
an application for a charter is made, is to refer that to the Federal
reserve bank in the district in which the bank desires to locate. It
is also referred to the chief examiner of that district and they both
made independent investigations and recommendations to the Comp-
troller of the Currency to grant the charter, deny the charter, or with-
hold the charter. That is what happens in actual practice.
You may have a Comptroller of the Currency that would disregard

that procedure and arbitrarily grant charters where he wanted to.
There has been a suggestion at different times that the approval

of the national charters might go a little bit beyond the Comptroller
of the Currency and include the Federal Reserve Board.
Mrs. PRATT. You think, as a general principle, that the creation of

„_competition is better than the strengthening of the existing system?
Which has the better effect----competition or—
Governor YOUNG. I should like to answer that both would be

beneficial, good competition and strengthening of the banking
structure.
Mrs. PnArr. I have been away, Mr. Chairman, and I should like

to ask more questions later.
The CHAIRMAN. Mr. Steagall.
Mr. STEAGIALL. Governor Young, what is the total capital of the

Pederal reserve banks?
Governor YOUNG. $172,245,000.
Mr. STEAGALL. What is the present surplus of the 12 Federal

reserve banks?
Governor YOUNG. $276,936,000.
Mr. &mom. What is that surplus again?
Governor YOUNG. $276,936,000.
Mr. STRONG. And what is the capital/
Governor YOUNG. $172,000,000 paid in.
Mr. STEAGALL. Governor, you stated to Mr. Dunbar the amount

that would be paid to the member banks if the present earnings of
the system could be applied and distributed among the member banks
on a basis of their balances. What per cent did you say that would
have been last year?
Governor YOUNG. Mr. Dunbar figured it out.
Mr. DUNBAR. One and one-third per cent.
Mr. STEAGALL. Can you state what percentage it would be if dis-

tributed on the basis of stock held by the member banks?
Governor YOUNG. It would be almost. 331/2 per cent on the capital

stock, I think. Let me examine the figures; $22,000,000 was trans-
ferred to the surplus account.
Mr. STEAGALL. I mean to include in that the amount paid to the

Government?
-tom 86---3e--‘ 01. 1 PT
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Governor YOUNG. $26,000,000 that would be distributed on a capital
of $172,000,000. That is about 15 per cent or 16 per cent.
Mr. STEAGALL. The Federal reserve banks have set aside a surplus,

down to this time, amounting to almost twice their capital?
Governor YOUNG. Twice the paid-in capital. The subscribed

capital is—
Mr. STEAGALL. You are going to continue to set aside 10 per cent

each year?
Governor YOUNG. For those banks who have already accumulated

a surplus of 100 per cent of their subscribed capital.
Mr. STEAGALL. That is what I mean. Well, they will do it any-

how, will they not?
Governor YOUNG. They will take more into the surplus account---
Mr. STEAGALL. At any rate, after setting aside the 100 per cent

they will continue to set aside 10 per cent after the earnings are
paid?
Governor YOUNG. After the 6 per cent dividends are paid. The

dividends are paid first.
Mr. STEAGALL. Do you think it advisable and wise that this lavi

operate perpetually under which the banks will continue to
increase their surplus?

Governor Youwo. I think when the surplus gets to 100 per cent
it is plenty large enough.
Mr. STEAGALL. We are still, nevertheless, paying the 10 per cent?
Governor YOUNG. Correct.
Mr. STEAGALL. The member bank is arbitrarily held to 6 per cent

return on the capital stock and nothing upon balances or deposits?
Governor YOUNG. Correct.

/ Mr. STEAGALL. Your Federal reserve banks have paid into the
Treasury, since the inauguration of the system, approximately $150,-
000,000, have they not?
Governor Youxo. $147,000,000.
Mr. STEAGALL. $147,000,000?
Governor Yourra. Yes, sir.
Mr. STEAGALL. And during that time they have set aside $170.000,-

000, did you say?
Governor YOUNG. $276,000,000.
Mr. STEAGALL. $276,000,000?
Governor YOUNG. Yes, sir.
Mr. STEAGALL. Surplus?
Governor YOUNG. Yes . sir.
Mr. STEAGALL. And this, of course, is exclusive of the varied and

extensive expense accounts that they have encountered in the way of
building—
Mr. STRONG. And salaries.
Mr. STEAGALL. And other things incident to the inauguration of

the Federal reserve system?
Governor You/go. Yes, sir.
Mr. STEAGALL. Which, of course, would not be expected to con-

tinue in the future?
Governor YOUNG. That is correct. I will correct that just a bit.

Mr. Congressman. The probabilities are, as time goes on, it will be
necessary to build more branch buildings.

1
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Mr. STEAGALL. There will not be many more buildings, I take it?
Governor YOUNG. Not unless the branch system of the Federal

xeserve system is extended.
Mr. STEAGALL. Well, what would you suggest instead of a con-

tinued accumulation of unnecessary surplus out of the earnings of
these banks?
Governor YOUNG. I would suggest these earnings over a certain

amount be paid to the stockholding member banks.
Mr. STEAGALL. Governor Young, I have had some bills pending

before this committee for probably 10 years undertaking to enable
inetnber banks to share in the earnings of the system. I first intro-
duced a bill providing that there should be an administration upon
the assets of the Federal reserve banks after setting aside their
surplus, paying the 6 per cent earnings to their stockholders and
.,all expenses—that there should be an administration by the Federal
Reserve Board and the earnings returned to member banks upon
a basis of their daily balances and in proportion as those earnings
•aeerued by reason of the operations of the Federal reserve banks
With their member banks.
Governor YOUNG. Not retroactive?
Mr. STEAGALL. Not retroactive.
Governor YOUNG. But from that point on?
Mr. STEAGALL. Yes. Later I introduced the bill in a different

form, providing that the earnings distributed be paid up on the
basis of the capital stock held by the member banks, and I believe
.You said that the latter, you think, would be preferable, if such a
law were to be passed.
Governor YOUNG. If I did, I spoke a little too quickly. I think,

-and this is a rather impulsive thought, that returns should be paid
to member banks not alone on their stockholdings in the Federal
reserve system but also in proportion to the teserves they carry_
the combination of the two.
Mr. STEAGALL. I appreciate very much, representing an agricul-

tural section that is in considerable distress, not only as expressed in
banking facilities, but in a general way—I appreciate what you say
in reference to the country banks and small banks.
If these earnings should be distributed on the basis of stock held,the proportion of help would be more favorable to the country banks

and smaller banks than would be the case if it were distributed on
the basis of daily balances; would it not?
Governor YOUNG. A slight preference, because the country banks

carry lower reserves in proportion to the banks of the larger cities.
Mr. STiAGALL. And the deposits run lower than is the case withthe larger banks in the larger cities?
Governor YOUNG. The difference would be very slight, Mr. Con-

gressman.
Mr. STEAGALL. I want to ask you what portion of the earnings ofthe Federal reserve banks result from the relations of the Federalreserve banks with their member banks; in other words, what portion.of those profits come out of the member banks?
Governor YOUNG. I suspect, Mr. Congressman, that would be eon-hned entirely to the amount we lend member banks in discounts. IsThat the way you want it divided?
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Mr. Sr EAGALL. I want you to put that in your own way, because
you are better informed than I am and can tell me things about it
that, perhaps, I do not know.
Governor YOUNG. Our profits come from three main sources.

First, there are the discounts received from member banks on the
paper that they rediscount with us; the second source of income ls
that received on Government bonds that we buy in the open market;
and the third source are the discounts that we earn on bankers' bills
that we buy in the open market. Dividing those, the profit we get
from member banks comes from the amount of paper that they re-
discount. Then there are the bills that we buy and the Government
securities, and the income on those constitutes profit that we do not
get from the member banks.
Over the last 10 years, I would say on an average, and I am going

to ask Mr. Snaead to correct me if I am wrong, it has been just about
50-50.
May I insert this table in the record?
The CHAIRMAN. Without objection the matter referred to will be

inserted in the record.
Governor YOUNG. Two-thirds of the earnings come from the paper

that is discounted with the member banks, approximately.
Mr. STEAGALL. As a matter of fact—
The CHAIRMAN. I am under the impression that this matter has

already gone into the record. Am I correct in that?
Governor YOUNG. Not to my knowledge.
Mr. STEAGALL. I was not here .during all of this examination, and

I do not like to repeat, but this is information that I am anxious to
get into the. record.
Governor YOUNG. Can I give this information?
The CHAIRMAN. All right; if you will read it into the record.
Governor YOUNG. 'Total earnings in 1920, $181,000,000; earnings

on discounted bills, $149,000,000; on purchased bills, $22,000,000;
on United States Government securities, $7,000,000; and there was a
small amount of earnings coming from penalties on deficiencies in
reserve, only amounting to $1,500,000; miscellaneous other sources,
$1,500,000.
That was the year in which the banks were very heavily in debt

to the Federal reserve.
In 1921 total earnings, $122,000,000; earnings on discounted bills.

$109,000,000; on purchased bills, $5,000,000; on United States Gov-
ernment securities, $6,000,000.
From 1922 on, the earnings, I would say, averaged about $43,-

000,000. The average return on bills discounted would amount to
about $23,000,000; the average earned on purchased bills, about
$8,000,000; the average on United States Government securities,
about $9,000,000.
Mr. STEAGALL. Governor, the fact is, is it not, that the Federal

reserve banks get their money out of their member banks, even
their capital? ,
Governor YlouNo. That is correct.
Mr. ST'EAGALL. Your rediscounts, or discounts, whichever you call

them, are mainly with the smaller banks and the banks that are more
in need of sharing the earnings of the Federal reserve system?
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Governor YOUNG. In number, Mr. Congressman, but not in
volume.
Mr. STEAGALL. Not in volume?
Governor YOUNG. Oh, no.
Mr. STEAGALL. These investments that you make, other than loans

to member banks, are made out of your reserves and balances that
are obtained from the member banks?
Governor Youxa. Yes, sir.
Mr. STEAGALL. And all of the profits that you make out of these

bills that you buy come out of the handling of the funds of the
toember banks maintained by the Federal reserve bank?
Governor Yourm. Yes, sir.
Mr. STEAGALL. Governor, is it a true picture of that situation to

t4ILY that only two-thirds of the profits of the Federal reserve banks
accrue by reason of the relations of the Federal reserve banks with
their member banks?
Governor YouNo. No; that is not a fair statement.
Mr. STFAGALL. They make more than that out of the member

banks, do they not?
Governor YOUNG. You might just as well say that they make

everything out of the member banks. I thought you were trying to
divide it.
Mr. STEAGALL. I wanted the whole picture, and you have answered

It fairly and have given the information I had in mind, and done it
tu a comprehensive way, I think.
Governor YOUNG. I want to correct that somewhat. The United
tates Government has given the Federal reserve system a very

unusual franchise in its note-issue power. I think that there is no
doubt that that is one of the very valuable assets of the Federal
reserve system and I think it would be fair to say, Mr. Congress-
man, that in view of the power given to the Federal reserve system
Which enables it to issue an elastic and well-secured currency each
and every individual of the United States contributes to a certain
extent to the possibilities of profit of the Federal reserve system.
Mr. STEAGALL. After all, the franchise granted the Federal reserve

banks by the Federal Government was in contemplation of an en-
largement of the service of the banks already in existence and
already chartered?
Governor YOUNG. Yes, sir.
Mr. STEAGALL. And, incidentally, it was an additional franchise for

tlieir benefit?
.Governor YOUNG. I would say, a very important franchise, for

Without it it would have been extremely difficult for the Federal
Reserve system to operate.
Mr. STEAGALL. It would require the enactment of legislation to

terminate the operation of the system under which the surplus is
continually enlarged 10 per cent annually, would it not?
Governor YOUNG. Yes.
Mr. STEAGALL. In your judgment, if no other provision of law

is made for the redistribution of these earnings, you think some
legislation should be passed which would terminate the setting aside
of unnecessary surplus?
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Governor YOUNG. Yes, sir. The Federal Reserve Board is making
a recommendation to the Congress of the United States in its annual
report that a greater distribution of the earnings of the Federal
reserve system be made to the member banks. As to the details, the
board has not yet arrived at any conclusions, but it is satisfied that
it can eventually work something out after all plans and proposal 
are considered.
Mr. STEAGALL. The bill that I first introduced provides that the

Federal Reserve Board shall be directed to ascertain approximately
the proportion of the earnings that are made out of their member
banks, and to distribute to those banks that portion of those earn-
ings and pay the balance into the Treasury as a franchise tax-
Would that be practical?
Governor Yomsru. Do you mean by that—
Mr. STEAGALL. Here is what I mean, as suggested in your answer

to Mr. Dunbar as to the wisdom of attempting to set up a definite
percentage of return to .the member banks: It readily occurs to
anyone, of course, that a situation might exist where all banks would
not earn a sufficient amount to meet that requirement, and then, of
course, they would be driven to the practical necessity of undertaking
to make sufficient earnings to take care of that demand, or, failing
to do so, would be unable to pay—
Governor YOUNG. That would be poor policy.
Mr. STEAGALL. Yes; I agree with you, but under the bill that I

have suggested at the end of each fiscal year the Federal Reserve
Board would administer upon their earnings, and it would not mat-
ter whether they had made large or small earnings; they would pro-
ceed to cast up the account to ascertain what portion of those earn-
ings accrued by reason of their relations with member banks, and
then base the returns to the member banks upon that calculation.
That would be practical, would it not?
Governor YOUNG. Do you mean by that, Mr. Congressman, that if

you had two banks in the community, one that had not borrowed
from the Federal reserve system and the other that had borrowed
liberally for the entire year, that the profits would go back to the
borrower and not to the lender?
Mr. STEAGALL. No, sir; I do not mean to carry it to that finality,

but simply to base it either upon the stock held by member banks
or upon the stock plus daily balances as suggested by you.
What I am asking you now is for the practical way of going about

the plan that I have outlined, by which the board would undertake
to determine the amount of earnings that had accrued by reason

of operations with their member hanks.
Governor YOUNG. I can not give you the details at the moment!

but I am confident in my own mind that some equitable basis of
distributing earnings can he worked out.
Mr. STEAGALL. Governor, do you think the small banks in the

smaller communities should not be permitted to impose charges for

the collection of checks?
Governor YOUNG. Well, Mr. Congressman, that has been a de-

batable question for a great number of years. The Congress of the

United States, I think, has answered that question. 

Mr. STEAGALL. And thereby hangs a tale, but I will not go into

that situation.
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king Mr. STEVENSON. That is the ultimate wisdom, of course.nual Governor YOUNG. I will answer it this way, that I think it iseral ?xtremely unfortunate that a State bank under certain conditionsthe ,I permitted to make those charges and the national bank is deniedthat Mat right.
;als Mr. STEAGALL. That discrimination was brought about by thoseno were responsible for the law or for the practices of nationalthe °auks, was it not? The system before it was disturbed gave theely Same privilege to the national banks as to the State banks?f)er Governor YOUNG. That is correct.
rn- , Mr. STEAGALL. So that if there has been brought upon the nationalIN. °mks a discrimination that is injurious, we have ourselves to blame

and not the State banks; havb we not?
Governor Yourto. That is debatable, whether it is injurious to,er them or not.

ite , Mr. STEAGALL. I am not saying it is; but if it is injurious, whoeverto ,'s responsible for that situation is to blame, and not the State banks.Ild If it is right for banks to charge for remitting checks from ruralOf districts to wholesale houses, the State banks are not to blame fornav Continuing to permit that to be done, are they?
1r, Governor YOUNG. No; you can not blame them.

Mr. STEAGALL. And if it is a legitimate charge for the exercise of
lt, legitimate function of a bank, it also follows that we should notI have taken that right from the national banks; does it not?e Governor YOUNG. Well-

- Mr. STEAGALL. Anyhow, we did that; we took that right away—
io- somebody did; I did not. At any rate, they got t taken away.

1 Are you familiar with the history of that legislation in Congress?d Governor YouNo. Not entirely.
Mr. STEAGALL. Well, that is beside the question. That is one

instance in which the House of Representatives did something thatf they did not want to do. They instructed the conferees not to agree1 to the Senate amendment which took away that right, and theyI brought in a report which did take it away, and the House ratifiedthe report; and that is how the national banks lost the right to
Collect for remitting checks. It was an error of the head and notOf the heart. The House did not intend to do it.
(Thereupon, at 12 o'clock noon, the committee went into executive

session.)
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WEDNESDAY, MARCH 26, 1930

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Washington, D. C.
The committee met in the committee room, Capitol, at 10.30 o'clock

a' in., Hon. Louis T. McFadden (chairman) presiding.
The CHAIRMAN. The committee will come to order.

, Mr. Steagall, you were questioning the governor when we ad-
Journed yesterday.

STATEMENT OF GOVERNOR ROY A. YOUNG—Resumed

Mr. STEAGALL. Yesterday when we adjourned we were speaking of
the discrimination against national banks in connection with making
a charge for remitting from some rural district to, say, a wholesale
house in a large center on checks drawn, and how that situation came
ihout.
Mr. McFadden, you are a little more familiar with that history

than I am. Will you state in your own language what took place in
Connection with that legislation, in my time? I can state it roughly,
but probably you have the identical language in mind in which that
amendment was expressed, and, if you have, inasmuch as we have
already referred to it, I wish you would do so.
The CrrAramAN. I do not recall now just the language of the amend-

!iient. It was known as the Hardwick amendment. It was inserted
In the bill in the Senate and came over in a conference report to the
House. It gave the banks the right to make a minimum charge of
1. 0 cents. I believe, on the collection of checks, and I made the motion
in the House to instruct the conferees to sustain the substance of the
Senate amendment. After about 60 or 90 days' time, with great
propaganda carried on throughout the country—the National Credit
'len's Association and other affiliated organizations being interested
in the collection of par checks—including the activities of the Fed-
eral Reserve Bank of New York, the Federal Reserve Board, and the
administration generally, the matter finally came up for a vote; and,
RS I recall, my motion was defeated by 2 or 4 votes. That would have
given the country banks the right to an exchange charge on the collec-
tion of checks.
Mr. STEAGALL. If you will pardon me, you have not expressed cor-

rectly what took place in a parliamentary sense with reference to your
amendment. This is what occurred: You offered an amendment to
instruct the conferees on the part of the House to agree to the sub-
stance of the Hardwick amendment—and I am going to ask the clerk
to insert in the hearings right here the original Hardwick amend-
ment.
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(The amendment referred to is here printed in full, as follows:)

Provided, Such nonmember bank or trust company maintains with the Federal

reserve bank of its district a balance sufficient to offset the items in 
transit

held for its account by the Federal reserve bank: Provided further, That no
d).

lag in this or any other section of this act shall be construed as prohibiting

member or nonmember bank from making reasonable charges, in no case to 
ex'

ceed 10 cents per $100 or fraction thereof, based on the total of checks and

drafts presented at any one time, for collection or payment of checks and 
drafts

and remission therefor by exchange or otherwise.

Mr. STEAGALL. Continuing, this is what took place: You made a
motion to instruct the conferees to agree to the substance of the

Hardwick amendment. They reported the Hardwick amendment
with a proviso which nullified in effect the purpose of that amend-

ment. A point of order was made in the House against that amend-

ment, for the reason that the conferees had disobeyed the instruc-
tions, and Mr. Clark ruled it in order, upon the statement from dis-

tinguished Members of the House and members of the conference
committee that What the conference committee had done did not
amount to a violation of the instructions of the Hone but that the

changes incorporated in the Hardwiek amendment by them were
simply designed to secure its practical operation, and, in short, that

they had obeyed the rules of the House, and upon that assurance
Speaker Clark overruled the point of order and the House voted

upon the report of the conferees and sustained it, although it turns

out that that report was in violation of the specific instructions of
the House.
Now, the resolution offered by you to instruct the conferees was

adopted in the House 
TheCHAIRMAN. You are quite correct in that.
Mr. STEAGALL. That is the history of that transaction.
The CHAIRMAN. And an interval between that time and when the

matter was finally voted on of about 60 days elapsed, in which such
propaganda was spread throughout the country as I have never

seen before nor since, and it resulted, of course, in the defeat of the
right of banks to make that collection charge.
Mr. STEAGALL. And, as a matter of fact, this was a fight between

the large wholesale houses and the large banks in the larger cities,
on the one hand, and the small country bank, on the other; in short/
it was an effort to require the small banks to render for nothing the

service of collecting those checks and remitting on them.
Mr. STEVENSON. And if you will allow me to "butt in" now, the

very same gang is endeavoring to get us to pass the Strong bill
here, to give them a preference, to make them preferred claimants
whenever they send a check to a bank to be collected for them for

nothing, and it fails before the remittance clears. That is just the

next step.
Mr. STEAGALL. I realize as a practical proposition that that fight

is lost, I suppose; but it is just as well to let that history go into 
the

record, and I do it for this reason1 that the taking away of the right

to impose charges for the collection of checks is one of the things

under which the small banks have suffered and which, in my opinion,

has contributed to their difficulties. If I am not in error in my
recollection, the proof before this committee showed, when we had

that matter under consideration, that it was not an unusual thing

for small country banks to be able to realize out of these charges 
for



:)

eral
"sit
oak
1g a
eX
Itud
t its

e a
the

ld'
1.1e-
[1S'
ice
lot
he
?,re
tat
ice
ed
us
of

as

Lie
li
et'

8,

11

BRANCH, CHAIN, AND GROUP BANKING 557

Tollectinu checks sufficient sums to meet the salary rolls of tit,
banks. t"
Mr. STEVENSON. And they enforced it in a brutal way, too.
Yr. STEAGALL. And there were instances brought before this com-

u,uttee—I did not intend to refer to them, but I will—where the
kederal reserve banks, in cases in which the small banks had refused
to render this service for nothing and to remit these checks without
charge, started out with a practice of accumulating a number of
'checks and even sending them across the country with men on cars
armed with Winchesters and throwing an accumulation of those
checks on the windows of small country banks to be paid in cash—
a,rld not pay, of course, such bank loans—have had to close their
Imors.
You need not shake your head, Governor; there was proof of thatL

efore this committee. I am not censoring the present Federal
Rkserve Board or the Federal Reserve Board at that time, because
I do not think they had any part in it, but it shows that Mr. Steven-
Son is not unjustified in saying that they went about it in a brutal
kanner in some instances.
I do not say that that was a common practice at all, or that the

Pederal Reserve Board was responsible for it.
Mr. BRAND. You know that the Federal Reserve Board did take
cart in it.
Air. STEAGALL. Not in that; they took part in putting over the plan

(131 which banks were denied the right to charge for remitting checks.
Mr. BRAND. They were opposed to the paying of a collection

charge on these checks.
Mr. STEAGALL. There is no question about that; but I am talking

about these instances when tiv Federal reserve banks, when the
little banks would not remit these checks for mothing, would accumu-
late quite a number of them and send them across the county with
guards armed with Winchesters, an act, of course, calculated to
creak such banks.
Mr. BRAND. But they were not in favor of having the banks make

this charge.
Mr. STEAGALL. There is no question about that; that is another

Matter entirely.
Mr. BRAND. They probably would have succeeded in getting a little

benefit if it had not been for the Federal Reserve Board's activity,
:and the propaganda against it.
Mr. STEAGALL. I think the Federal Reserve Board had a large

.qittre of the responsibility for taking away that privilege from the
little banks, but not the present Federal Reserve Board.
Governor YOUNG. Is it not fair to say, Mr. Congressman, that

The board was required to do that under the law?
Mr. STEAGALL. Oh—do you mean the law as it finally passed?
Governor YOUNG. Yes.
Mr. STEAGALL. They had no authority to do it under the original

law. Of course, as the law finally passed, it was construed to give
them that authority.
,_Governor Yourra. Mr. Congressman, I would like to have Mr.
Wyatt answer some of these questions. He is thoroughly familiar
With that matter.
Mr. STEAGALL. I would be glad to have him do so, but my only

Purpose in referring to it was to keep the record straight.
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Governor Yotnco. I do not know but what it would be a good
thing to put into the record the history of the par collection of
checks
' 
and the Hardwick amendment in particular—

Mr. STEAGALL. I have already asked that that be inserted.
Governor YOUNG (interposing). As construed by the Federal Re-

serve Board in the Pascagoula case. which I think is a complete
history of it.
Mr. WINGO. No record would be complete without a copy of the

statement that was made in the House at the time you brought in
the report, when the House was told that the banks would be per'
mitted to make the specific charge provided by the Hardwick amend-
ment and that it was not the intention of the Federal Reserve Board
to prevent the charge.
Mr. STEAGALL. If we attempted to encumber this record with one

side of the argument in that controversy, to make it complete we
would have to go back and get the file on the other side.
Mr. BRAND. That is res adjudicata.
The CHAIRMAN. Governor, did you want Mr. Wyatt to make a

statement?
Governor YOUNG. Yes; I would like to have him make a statement.
Mr. WYArr. I would like to clear up two or three points about that.
In the first place, some reference was made to the propaganda

that went on during the time the bill was in conference, and there

was a lot of propaganda, but I would like to make it clear that the

Federal Reserve Board did not engage in that propaganda. That
was done by the National Credit gen's Association, which was the
original proponent of par checks, and they fought that fight all the

way through.
The CHAIRMAN. In view of that statement. I will say that I knew

about sonic of the propaganda put forth, and I differ witk you,

particularly in regard to the Federal Reserve Bank of New York.

They were very active in this matter, as were certain members 
Of

the Federal Reserve Board. The record is clear on that.
Mr. WINGO. The record of this committee shows that at least two

members of the Federal Reserve Board were very active.
Mr. BRAND. Were you with the department at that time?
Mr. Wvierr. Not at the time the Hardwick amendment was

passed.
Mr. STEVENSON. Most of those fellows are gone. Let us draw the

veil and try to forget the things that are past and look forward to

doing something now. It does not seem to me that we are getting

anywhere in rehashing all of this stuff. Paul was a wise man, and

he said he believed in forgetting the things that are past.
The CHAIRMAN. I think that is a good suggestion; but if Mr.

Wyatt wants to proceed, we will hear him.
Mr. WYATT. I do not want to take up the time of the committee.

I think the suggestion made is a good one.
Mr. STEAGALL. Governor, this kind of a transaction took place in

a small country State bank that is a member of the Federal reserve

system in my district not long ago. The bank was closed. my
information is that they owed only $48,000, and they had $50,000

capital and $50,000 surplus. They were in a farming community.

I do not know the details or the merits of any controversy that they

may have had as to whether they should be closed or not except in
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a general way, when some transaction of this kind were called to my
attention. There were depositors in that bank who gave checks on
that bank in payment of obligations, and the payees deposited those
checks in another bank in the same county, which other bank was a
Member of the Federal reserve system. That bank forwarded,
through their regular connections, these checks for collection to the
Federal reserve bank, and the Federal reserve bank sent them directto the bank on which they were drawn for collection. In the mean-
time the bank on which they were drawn charged these checks to the
makers and surrendered them with a statement of their accounts and
remitted with its own check to the Federal reserve bank, and the
,bank on which the checks were drawn, closed. The Federal reserve
Dank held the notes of this bank, not then due, and they charged
these cheeks back against the bank from whom they received them.
They took the balances of the bank on which these checks were drawn
and applied them to the payment of notes not due, charged the
checks back against the banks that had sent them in, and the bank
that originally cashed the checks went back on the payees and re-
quired them to refund the money. The payees of those checks did
Dot have the money and did not have the checks. They paid the
Money back to the banks that had cashed the checks, and the man
who had drawn the checks originally had them in his possession
marked paid and surrendered by the bank on which they weredrawn.
What suggestion would you make with reference to a transaction

like that, or a situation where those transactions can occur?
Governor YOUNG. I think the law holds that the drawer of the

Check is out of the transaction; he has paid his bill as far as he is
concerned. Whether the reserve bank is liable or not would depend
On whether they were negligent in the presentation or collection.rhe responsibilities beyond that would depend upon the terms of
their circular. Generally speaking, reserve banks handle those
checks as agents.
,Now, there has been a recent decision of the Supreme Court of the-United States that has a bearing on this whole transaction, and I amDot an attorney, Mr. Congressman. It is rather difficult for me to
answer this. May I have Mr. Wyatt answer it?
Mr. STEAGALL. Yes; I would be glad to have him discuss that.
Mr. Wyarr. I do not think the recent decision of the Supreme

Court in the case of Thomas A. Hurley, receiver, against the Fed-eral Reserve Bank of Richmond has any great bearing on the general
question except the fact that it definitely establishes the propositionthat the rights, responsibilities, and duties of a Federal reserve bankin collecting checks are governed by .the terms of their check col-lection circulars, which really constitute a contract between theFederal reserve banks and the banks which send in the checks.
Mr. STEAGALL. In other words, the Federal reserve bank has con-tracted with its member banks along lines that relieves it of anyresponsibility in this transaction, although it sends it direct to themember bank for collection?
Mr. IV-1nm% Of any responsibility except for their actual negli-gence and their liability as a guarantor of prior indorsements. Thereason for that, Mr. Congressman, is that the Federal reserve bankshandle such an enormous volume of checks that they simply could
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not undertake to guarantee or underwrite the safe collection of those"
checks. I think the amount of checks collected through the Federal-
reserve system in one year runs like $300,000,000,000.
Mr. STEAGALL. You do not mean that that is the amount of checks.

that went the rounds and ended like the ones I referred to?
Mr. WyArr. No; I am telling you the amount that they actually

handle for collection. Under modern conditions it is physically im-
possible to present out-of-town checks across the counter and de-
mand payment in cash as you are required to do under the old coin
mon-law rules. As I say, it is physically impossible; there really
is not enough currency available to settle those checks every day. and
it would be physically impossible to present them across the counter
if you could get currency, and practically all the commercial banks'
that do not clear through the Fecteral reserve system have some such
procedure as was in effect before the Federal reserve system was
operation.
Mr. STEVENSON. Under the decisions, if they mailed it direct to the.

draweA bank, and the remittance failed, they were held to have been
negligent in selecting that method of collection.
Mr. WryArr. That was the old common-law rule, and it was so held

in the case of Malloy against the Federal Reserve Bank of Rich-
mond in the Supreme Court of the United States, and in that same
case the Supreme Court said that these old common-law rules as to'
the duties of a collecting agent can be varied by contract, and they
have been changed by contract. The Federal reserve banks have
contracted for the .right to present those checks through the mails
and accept a remittance draft in payment instead of presenting
them across the counter.
Mr. STEVENSON. In other words, they held that they could con-

tract against negligence of a certain kind?
Mr. IlryArr. No, sir; that they could contract as to the method

which they should collect the checks.
Mr. STEVENSON. The reason they could not collect that way and

were held responsible was on the ground that it was negligence for
them to make the drawee bank send for a remittance and then allow
them by contract to excuse themselves for the negligence which had
been held by all the courts, from the sending direct to the drawee
bank for collection, but they held, further, that they could not con-
tract against actual negligence if it was thought that the bank was in
a shaky condition and they still sent it there, that they could be
held.
Mr. WryArr. On this last point, you are right; the Federal reserve.

banks can not contract against liability for their negligence, and
they have never attempted to do so. The board's regulations, and
their circulars, say that they assume no liability except for their
own negligence and for their own. guaranty of prior indorsements.
This loss that Mr. Steagall mentioned is a very unfortunate thing.

and I think it is unjust, but I do not think it results from the system
of collection or the method adopted by the Federal reserve banks.
I think the loss results from an unsound but, unfortunately, very
well-established rule of law, and that is the rule to the effect that a

check is deemed to have been good when it was charged to the de-
positor's account, even though the bank on which it is drawn never
remits to anybody, and when that check is presented to the bank on
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1.vinc.h it is drawn, the bank charges it to the drawer's account, can-
CJs it and surrenders it, but never remits to anyone. Yet the courts
bold that so far as the drawer is concerned, that check is paid and he
Is released, and I think that there is where the inequity comes in in
the case of a failed bank; that results in the drawer of that check
leceiving his deposit in full to the amount of that check while the
other depositors have to share the losses.
Mr. STEVENSON. That does not always follow that he gets it in

11111; it depends on the law in the State where it happens.
Mr. WyArr. Oh, yes.
Mr. STEVENSON. In a national bank he does not get it in full.
Mr. WyArr. I am talking about the man who drew the check; if

that check is canceled and is charged to his account, his deposit is
Paid off to that amount and his account is reduced by that amount.
Mr. STEVENSON. The banks in this city do not all recognize that

yet, because a year ago I sent a check to one of them for $1,000, and
it Went down to the bank on which I drew it and was charged to my
account and remittance made, but the bank closed before it was
cleared and it took them an unconscionable time to clear it—and
the Riggs Bank was holding me for the $1,000 just the same.
Mr. WyArr. Was that your check?
Mr. STEVENSON. Yes. I have been through that mill.
Mr. WING°. You should have hired a lawyer. [Laughter.]
Mr. STEVENSON. I did.
Mr. WYATT. As to this method of collection—

Mr.,. STEVENSON. What I did was this: The State of South Caro-
lina had passed a law that under those circumstances that was a
Preferred claim and should be paid before they began to pay general
creditors, and I got it that way.
Mr. WyArr. You filed a claim against the receiver of your bank?
Mr. STEVENSON. Yes.
Mr. WyArr. And got your check paid in full. I might say that

that rule has been adopted either by statute or by decision of the
court in quite a number of the States in the last six or eight years,

Mr. STEVENSON.  But the national banks do not always follow that
vule.
Mr. WyArr. They can not, because the national bank act governs

the receiver in the liquidation of the affairs of an insolvent national
bank, and it says that the creditors shall be paid ratably and the
'Ratter is handled in the Federal courts. The receiver acts under
the jurisdiction of a Federal court and those rules adopted by the
States have no application to the liquidation of a national bank.
Mr. STEVENSON. I know it.
Mr. STEAGALL. Governor Young, what would you suggest should

be done with reference to the practice ini the system that makes this
kind of a thing come about?
Governor YOUNG. Do you mean what the Federal reserve could

do?
Mr. STEAGALL. What should be done by somebody?
Governor YOUNG. I do not know, Mr. Congressman, what could be

done.
Mr. WYArr. May I answer that?
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The American Bankers' Association has for the last two or three
years been advocating a uniform State law giving the holder of a

check that is canceled but for which no remittance is made a pre'
ferred claim against an insolvent bank on which that check is drawn,
and such a statute has been passed in a number of States, and the
American Bankers' Association is trying to get it enacted in all the

States. If that is enacted in all the States, and, as I said a moment
ago, that rule has been adopted by the courts as a common-law
ruling in a number of States, that will very largely cure the situa-

tion in so far as State banks are concerned, but it will not cure tlle
situation in so far as national banks are concerned, and I think It

would place the national banks at a disadvantage because, assuming
that this rule is adopted in all the States, it will mean that a perso.n
having a check in a State bank will get his check paid in full if it la
charged off before the bank fails through having a preferred claim

or he will get his check back uncanceled and duly protested.
The CHAIRMAN. Would that apply also to the collection of (lrait'
Mr. WrArr. I think it will; yes, sir.
The CHAIRMAN. To any case covered by the Strong bill?
Mr. Wrerr. Yes, sir; but if this State legislation goes through

and no similar national legislation is passed, a person holding
check on a bank that fails after the check has been charged off would

be in a much better position if that bank is a State bank than he
would if it were a national bank, and people may get the impression

that it is safer to write checks on State banks than national banks.
Mr. STEVENSON. Well, as I said a while ago, that saved me $1,000,

or at least whatever per cent I would have lost on that if I had been
one of the general creditors. At the same time, within my town, a

lady deposited a check that represented her husband's life insurance.
$3,000, all she had. It went into the bank and the bank collected

it and then closed. In the first place, she has got to wait 
until

$90,000 of preferred claims growing out of that statute are paid in

full to the bankers and to all the other people, the big shippers and

all that, that are protected by it, and then take her pro rata of 
what

is left. There is a great deal of ii.iequity in it, and I would not be

surprised if they repealed the law in South Carolina.
Mr. WYATT. I think it is inequitable, and that is why I suggested

that the fair remedy would be to have the law changed so that a

check that is charged to the depositor's account but for which no
remittance is made and for which nobody is ever paid will not be
deemed to have been paid, and the drawer of that check will not be

released, so that the holder of that check can go back against the

drawer. I think that would be the fair thing, but I do not believe

that Congress has any jurisdiction to correct that situation. It is a

matter of contract in commercial law, and you would have to correct

it by amendments to the Stpte laws in all the different States.
Mr. Wimo. Some of us have difficulty enough paying our debts

once, but according to your rule we would have to pay twice.
Mr. WYATT. Well, the man who is unfortunate enough to select

such a bank—
Mr. WING°. You are overlooking the fact that the man who takes

the check has his remedy now. Do you want to make the drawer 
of

the check guarantee proper handling of his check and protect 
the
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nlan against his willingness to take a check, without failing to de-
'band something; better?

r• WYATT. Of course, when a man draws a check, he contracts
thAfat that check will be paid.
Arr. WING°. But he does not guarantee the method of payment; he

shnply says that when the check is presented it will be charged to his
account.
Mr. WYATT. And that the holder will be paid.
Mr. WING°. If he had presented it in person across the counter, it

LIv°tIld have been paid and the payee would have gone out before the
oank failed.

WYATT. That is right.
d. Mr. WiNoo. But, for the convenience of the gentleman paid, he
turns it over to his agent, and he has a right to demand something
vesicle that check in the first instance if he wants to.
Mr. WYATT. That is right.
M. WiNco. But for his convenience as much as for the convenience

of the drawer, he takes the check.
Mr. WYATT. You have to recognize that, under modern conditions,

the checks could not be collected in the manner in which they are
°ow collected if you had to present them across the counter and de-
land cash. It would be so expensive and inconvenient that people
Would not take checks as freely.
Mr. WrNoo. Your suggestion is almost unanswerable not only

under modern conditions but also under the rules of law.
Mr. WYATT. May I make one further statement? And that is,

that all of this trouble grows out of failed banks, and if you can
Stop bank failures you can stop this trouble.
Mr. STEVENSON. .And, according to the statement of the comp-

troller, something like 7,000 banks failed in the last 9 years. You
11.id something about a man being unfortunate in the selection of

bank, and, it seems to me, that at the rate we have gone it takes
taraail.n who is a good gambler to determine which bank is not goingo fa 

Mr. WING°. Your remedy, to stop the banks from failing, is like
SaYing, you can enforce the eighteenth amendment by eliminating
the appetite for liquor.
L.Mr. STEAGALL. We can all understand that transactions of this
4ind evoke complaints, criticism, and irritation that should be
avoided.
Governor YOUNG. Mr. Congressman, the law is so complicated in

various States that you can see there are difficulties with every sug-
gestion that has been made.
Mr. STEAGALL. Yes.
Governor YOUNG. The United States Government enters into a

contract with anyone from whom it receives checks that they can
Pass the check back to the drawer, and, if I remember correctly,
several of the large concerns have done that. That is the only
rem edy that I know of.
Mr. STEAGALL. Well, we will pass on from that.

„ In discussing the matter of permitting member banks to share
,.loe earnings of Federal reserve banks, you said something about
cequiring a law forcing State banks to carry balances with the
ederal reserve bank. Did I understand you right?

100136-30—vor.1 PT 5--3
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Governor YOUNG. I said that had been a suggestion.
Mr. STEAGALL. What did you have in mind in that reference?
Governor YOUNG. On the theory or on the belief that we all think

that the Federal reserve system has been beneficial to the country'
and it is quite necessary that it continue. Obviously, under the pres-
ent conditions the nomnember bank can get many of the benefits
indirectly through its correspondent that the member bank can pit
directly from the Federal reserve bank. In other words, I think
that you found in your investigation that the main reason why State
banks did not join the Federal reserve system was because they lost 
the 2 or 2% per cent interest that they might be paid by a corre-
spondent if they carried their reserve with the Federal reserve bank.
Mr. STEAGALL. I can not agree with you that that was the main

reason, but that was one of the reasons.
Do you think that Congress would have any right to pass a law

requiring a State bank to deposit and maintain deposits in a Federal
reserve bank?
Governor YOUNG. I do not know.
Mr. Wpm°. Did you say " right " or " power "?
Mr. STEAGALL. Power.
Mr. WING°. There is quite a difference.
Mr. STEAGALL. I am not as good a lawyer as you are.
I meant to ask if Congress has such legislative power?
Governor YOUNG. I do not know, Mr. Congressman. That is

something for the lawyers to determine.
Mr. STEAGALL. Governor Young, I am interested in all of these

various suggestions with respect to legislation, banking rules, and
everything else designed to protect. bankers and banks in their tranS-
action with one another, and I think it should be .done as far as it
can be wisely done by legislation, but this discussion leads up to
another suggestion.. I f.tin wondering what your views are upon the
question of the advisability of trying to protect depositors in banks
that are members of the Federal reserve system. I speak of that
as in my views of the matter we have no authority to touch the
question through legislation further than the Federal reserve systeia
or its member banks.
Governor YOUNG. Well, of course, Mr. Congressman, I have given

very much thought to it.
Mr. STEAGALL. I would like to hear your views upon it.
Governor YOUNG. Better banking, of course, would be the quick-

est and best solution of it.
Mr. STEAGALL. No question about that. That is like Mr. Wingo:s

suggestion about the Volstead Act, that if we all quit drinking it
would be possible to enforce the law.
Mr. WiNoo. No; you said that, I did not. You know I do not

drink. I said if you killed the appetite. I am one of those fortu-
nate individuals that has no appetite for liquor.
Mr. BRAND. You are very fortunate.
Governor YOUNG. I have given consideration to the question of

the guarantee of bank deposits, and followed it in the various States
where it has been enacted, and it does not seem to be practical.
have given some consideration to the segregation of certain specific
assets, against savings deposits, because that is really the depositor
that we want to protect more than anyone else, and I think there is
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rine merit in that plan embraced in the laws of California, Mich-
'gait. and Maine.
,Mr. STEAGALL. Do you think that the savings depositor has a fundtnat is entitled to more consideration than that of the ordinary
Citizen?
Governor YOUNG. From a legal standpoint, no; from a practical

standpoint, sympathetic standpoint, I would say yes.
• Mr. STEAGALL. The savings deposit is more in the nature of an
Investment, is it not ? The savings depositor goes out for the pur-
Pose of making money, as an investor, and he puts his money whereit will bring him something. He does not contribute to the activitiesf business, commerce, industry and agriculture, but he simply fol-
lows what he thinks is the safe method of placing his money, wherehe can get it back with interest. So I would not think that that
"Ind should be treated with more consideration than the fund of
La, depositor who puts his money into banks that in turn put it into
'lie channels of trade and commerce.
Governor YOUNG. The savings depositor is usually a time deposi-tor, and I suspect that in every instance in the United States before

lie can draw his money in an emergency, when a bank is in difficulty.
Lie is required to give 30, 60, or 90 days notice, and during the interim
Illany of the goor assets of the institution may be sold or disposed of,
,`,_° pay the demand depositors, the business men, and others. Under
'nose conditions I think that the savings depositor is entitled to someconsideration.
, Mr. STEAGALL. What you mean is that the rules of banking should

different in the effort to safeguard deposits of that characterfrom what they are as applied to ordinary demand deposits?
Governor YOUNG. I think so.
Mr. STEAGALL.  But you are not speaking of any effort to guarantee

either sort of deposits, are you?
Governor YOUNG. I am not.
Mr. STEAGALL. You are merely speaking of the methods of

banking?
Governor YOUNG. That is correct.
Mr. STEAGALL. But, getting back to the question of guaranteeing

;eposits, I believe you said that you have studied this effort that has
een made in different States?
Governor YOUNG. That is right.
Mr. STEAGALL. You do not understand that there is any essentialsimilarity between the effort of the State of Nebraska, for instance,
imposing assessments against banks to take care of deposits andIle guaranty of deposits by the Federal reserve system? You wouldnot attempt to say that that would be a guide by which you could!'scertain whether or not the Federal reserve system could guaranteeit8 deposits, would you?
Governor YOUNG. I think so.
M. STEAGALL. What are the assets of the Federal reserve system?a_Governor YOUNG. The member banks' reserve deposits are about02,300,000,000; the capital is about $176,000,000; the undivided profits1;.re $278,000,000, I think. and there is a small surplus beyond that—!. have forgotten what it is—and there are some Government deposits'Ind some very small foreign deposits.
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Mr. STKAGALL. The Federal reserve system embraces how maw
national banks and member banks?
Governor YOUNG. About 9,000—that is about right, is it not, IND&lead ?
Mr. SMEAD. About 8,500.
Mr. STEAGALL. Would you say that the Federal reserve svsterllwith all its resources and these 9,000 banks, should treat the experi

ments in Nebraska as a final determination of the question of what
the Federal reserve system could do toward protecting deposits 01guaranteeing deposits in member banks?
Governor YOUNG. I think so, in proportion. You have to takethings in proportion. Let us take the Reserve Bank of Minne'

apolis—
Mr. STEAGALL. The Federal reserve banks embrace the whole

United States do they not?
Governor Yourro. Yes.
Mr. STEAGALL. The United States is a unit. Do you not think that

that makes a great deal of difference, as between that and a
State—not to call it backward, as some one has done—with a handful
of small State banks?
Governor YOUNG. We have to take it in proportion, Mr. Con-

gressman, and—
Mr. STEAGALL. Is not this true also, Governor Young, that the

State banks are permitted to loan on real estate? Is not the trouble
with them in a great many instances that their loans rest upon real
estate and they can not realize them?
Governor YOUNG. National banks are permitted to loan money on

real estate.
Mr. STEAGALL. But not like State banks

' 
are they?

Governor YOUNG. Not to the degree that State banks are.
Mr. STEAGALL. And we came along and liberalized the law, and

did it at the instance of men who were supposed to know all ;bout
banking, to permit national banks to increase their loans on real
estate and we made a mistake when we did it and added to thei,
difficulties and helped to bring on some of these failures which ao
of us regret.
Governor YOUNG. I think the difficulty with the small banks diu

not come so much with loans on real estate as with loans that were
made where they had to take equities in real estate.
Mr. S'TEAGALL. That is all very true, but you will find, I am sure-

and you are better informed than I am—that a great many of these,
small national banks are banks that were members of the Federal
reserve system and found that a great part of their difficulty was duef
to the fact that they got their loans tied up in real estate, out 0
which they could not realize. Every time we read of one of these,
banks failing we read headlines in the paper "bank freezes," arl.°,
in a large number of instances you will find that one reason for it
is that they have a good portion of their loans tied up in real estate.
Governor YOUNG. Mr. Congressman, I am afraid you are under 11

misapprehension. Under the old national bank act you were per
mitted to take a real-estate mortgage, a first mortgage, second mort'
gage, or third mortgage, or anything you could get, for a debt pre'
viously contracted, and I think if you would look into the difficulties.
of the banks of the United States you would find that the reason
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t.hey closed was not because of an original loan on farm land, but
It Was because of taking an equity in the farm land. 

iMr. STEAGALL. I do not doubt that some of it s that way.
Governor YOUNG. I was going to say that 90 per cent of it is that

Way.

Mr. STEAGALL. Anyhow, passing on from 
i 
that—

Governor YOUNG. May I ask Mr. Await f that is an accurate
statement?
Mr. AWALT. I do not know about the percentage, but that is true

as to a great majority.
Governor YOUNG. Something that could have been done
Mr. STEAGALL. I propose to defer to Mr. Awalt and not to attemptto Pass judgment on that, but, at any rate, of course these State banks
Up against that difficulty to a much larger extent than the na-

',01.1a1 banks—that is, having their loans resting upon real estate
which is not liquid, and that being the case, that, of course, would

Mr. BRAND BRAND. He has not answered that.
Mr. STEAGALL. I think that is a matter of common knowledge.

iGovernor YOUNG. I think it is the equity n real estate rather than
tho direct—
, Mr. STEAGALL. You did not catch my question. I say that this is1710. that the State banks have had greater difficulty in connection

loans on real estate because of the lack of the limitations as to
Q"lis on real estate that apply to national banks.
(;overnor YOUNG. The limits are more liberal.
Mr. STEAGALL. And, of course, in the case of State banks a larger

percentage of their difficulties is traceable to real-estate loans thanIs the case with national banks.
Governor YOUNG. I do not know as much about the State member
anks as I do about the national banks.
Mr. STRAGALL. Let me ask you this: What have been the total

Ps,ses to depositors in national banks, and .when I say national banks
t include all banks down to this time which are members of the
edera1 reserve system. Do you know what the total losses of

gePositors have been since the establishment of the national bankSystem?
Governor YOUNG. I think that is covered in the comptroller's state-'lent before this committee, and I—
, Mr. STEAGALL. I will say this to you—and I will be glad to have

correct the figures if I am in. error—that my information is
Oat .down to 1925 depositors in national banks had sustained lossesoteling approximately $45,000,000, and, while we have not the exact11,gures for the past five years. the comptroller's report and testimony

.L'O'rv that insolvent banks have realized 79 per cent. Certainlyn'D1,000,000 a year, or very little more than that, would have taken
;are of the losses to depositors in national banks from the beginningthe national bank system down to now, would it not?
Governor YOUNG. do not doubt that you are quoting accurate;.!gures, but I am trying to think of the ninth Federal reserve dis-:pet alone. I am quite sure that the losses to depositors are beyond'nat.
Mr. STEAGALL. That might be true.

t Mr. FORT. I think they were put into the record in Mr. Pole'se8timony.
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Mr. STEAOALL. I think the comptroller's figures show that the
maximum of losses to depositors from the foundation of the national
banking system to 1930 was around $80,000,000, which would be
little over $1,000,000 a year, and I will say to the gentleman that
those are the figures, for I happen to be familiar with them, and
that is what the comptroller showed. That being true the plain
fact is that the Federal reserve system, not counting its surplus,
which you think has now reached a larger sum than wisdom re-
quires. and notwithstanding the absorption of the initial expense
of incorporating the Federal reserve system and the building pro-
gram carried out by the Federal reserve system has paid into the
Treasury $150,000,000, a little under that, so that the franchise tax
paid by the Federal reserve system into the Treasury amounts to
substantially twice the sum that would be required to take care of or
to guarantee all the losses to depositors in the national banks since
the foundation of the system.

Governor YOUNG. Mr. Congressman, can we go a little further
with those figures, and assume--
Mr. STEAGALL. That would be the fact, would it not?
Governor YOUNG. No; I am going to go a little bit further thao

that.
Mr. STEAGALL. All right. Answer it in your own way, of course.
Governor YOUNG. This figure of $80,000,000 total losses to JO'

tional banks covers a great number of years. What the actual losses

were, of course, is much beyond that. Many of those losses were
covered by voluntary assessments, and—
Mr. STEAGALL. A voluntary assessment would not be a loss against

a- depositor.
Governor YOUNG. Yes; but, Mr. Congressman, the point I al"

bringing out is this, that if you had a guaranty of bank deposits hY
the Federal reserve system, you would not be struggling with $80-
000.000; you would be struggling with an amount much in exc0
of that, because if the stockholders of a bank which got in bad con-
dition knew that that institution was going to be taken care of bY,
the Federal reserve system they would pay their 100 per cent leg'11
assessment and that is all they would pay. As it is now, they PoY
100, 200, 400, and even 500 per cent in certain cases. So these fir
tires of the Comptroller of the Currency do not tell the entire los5'
Mr. STEAGALL. I beg your pardon; I do not think you should se

(hat. I am talking about losses to depositors.
Governor Youxo. You can see very readily that the amount that

the Federal reserve system would be required to guaranty would he
far in excess of this $80,000,000.
Mr. STEAGALL. Well, I am only offering you the figures to shag,

what the actual losses have been down to this time. You do
apprehend that conditions are going to get worse with respect t°
the solvency of the banks that are members of the Federal reserve

system, do you?
Governor Youwe. With the guaranty of deposits by. the Federal,

reserve system everybank in the United States obviously wool°

attempt to join the Federal reserve system.
Mr. STEAGALL. They would not have a right to join of their of°

will. The Federal Reserve Board would, of course, pass on the svis"

dOm of taking them into membership.

1
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Governor YOUNG. It would. But I think it is fair, Mr. Congress-
man, that you take the entire loss of all the banks in the United
States into consideration with a guaranty such as you have in mind.
Mr. STEAGALL. You do not proceed upon, the idea that the Federal

Reserve Board would admit to membership all the State banks inthe United States, including those who are not in condition to make
them fit for membership in the Federal reserve system?
Governor YOUNG. All right; let us go back to 1917, when the

aPPearance of all banks in the United States was good, even in the
agricultural section. Those banks under this guaranty obviously
Would come to the Federal reserve system, and from what I know
of the conditions out there at that time the probabilities are that we
Would have accepted a great majority of those banks for membership
in the Federal reserve system. Then came your great agricultural
e.rash throughout the United States. The losses would have been
Just the same to the depositors from 1919 on clear through to 1925
and right up to the moment, and I think that when you advocate
any guaranty of bank deposits you have to take all those figures into
consideration as to what you may have to pay, and that is why I
;„1137 that you can take the State of Nebraska and the State of South
-Dakota to determine whether the guaranty of bank deposits is a goodthing or not.
Mr. STEAGALL. What I have in mind is this: I appreciate the forceof your suggestions and, of course, there will be some difficulties there,

out I can not for a moment anticipate that conditions in the banking
World are going to continue as they are or that they will fail to
unprove or that the Federal reserve banks would admit to member-
ship State banks upon terms that would constitute a partial attitude9n the part of the Federal Reserve Board toward State banks. My
.11npression has been up to now that the Federal Reserve Board was
inclined—and I will not say unfairly—to act more favorably with
national banks, which was a natural thing, and I am not finding
fault with them about it, but they have certainly been on their guard
With respect to the admission of State banks into the Federal reserve.7stem. I have known of such instances where I think they were
right about it, where they exercised exceeding care, and I should
think they would continue to do that.
Governor YOUNG. Of course, we do do theit, Mr. Congressman, butthe Federal reserve banks and examiners, and the Federal ReserveAdoard, are not infallible, as was conclusively shown by the fact thatWe did admit many State member banks that subsequently had tofail.
,Mr. STFAGAii,. You have had much more trouble with them thanWith the others, in proportion?
Governor YOUNG. With the State member banks?
Mr. STEAGALL. The Federal reserve system has not had any more.trouble with the State member banks than with the others, has it?Governor YOUNG. No.
Mr. STEAGALL. So that if they should exercise the same care in thefuture that they have in the past, there is nothing to fear in thatConnection, is there?
Governor YOUNG. For membership, no.
Mr. STEAGALL. I mean in the developments after they are admittedto membership. You have had just as fortunate results; in other
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words, your member banks and State banks have succeeded as well as
the national banks in the Federal reserve system?
Governor Youato. Generally speaking, yes.
Mr. STEGALL. That being true, then, of course, you would exercise

the same wisdom in the future as in the past, so that you would not

encumber your Federal reserve system with all of the weak State

banks throughout the country?
Governor YOUNG. Well, I am just trying to think, Mr. Congress-

man, what the Federal Reserve Bank of Minneapolis would have done

in 1917, if 3,000 member banks came to us for membership, because

of this guarantee of bank deposits—
Mr. STEGALL. I agree they would come. It puts work on the Fed-

eral Reserve Board, I am sure.
Governor YOUNG. I dare say 2,500 would have been admitted from

what we knew about those banks at that time or thought we knew.

Mr. STEGALL. Governor Young, is not this a fair statement: The

law contemplates and, in practical operation, the Federal Reserve

Board deals just as intelligently with State banks as with 
National

banks in the system?
Governor YOUNG. That is true.
Mr. STEGALL. And that would continue to be true?
Governor YOUNG. Always.
Mr. STEAGALL. Governor Young, I was glad to have your state

-

ment that you thought it would be wise to distribute some of the

earnings of the Federal reserve banks to member banks instead 
of

paying it into the Treasury as franchise taxes. I appreciate 
your

views in that respect. It has occurred to me that the Federal Re-

serve Board could be empowered by Congress to set aside a part

of the earnings of the Federal reserve system to build up a 
fund

to be placed in the hands of the Comptroller of the Cu
rrency to

be used by him in undertaking to work out the difficulties 
encoun-

tered in administering upon insolvent banks and to use in the

purchase of assets where necessary and for the purpose of carry,
ing

a bank along for a time as seasonal conditions made it 
desirable

to do so; to liquidate it in an orderly way and to conserve its 
re-

sources and assets and within conservative and safe calculations 
to

build up a fund and have it in the hands and under the control
 of

the Comptroller of theoCurrency with which he would 
reimburse

depositors in national banks who incurred losses; not that the Fed-

eral reserve system would attempt to say, "We are going to 
take

over, the whole banking business of the United States and 
guarantee

all depositors," but that the Federal Reserve Board should take these

earnings and begin to set aside this fund and establish rules by
which this fund should be devoted to the absorption of these 

losses

and the reestablishment of banks and assist the comptroller in 
the

'orderly liquidation of banks that have to be closed, and if the 
fund

or earnings in the future, as in the past, prove themselves more 
than

adequate to take care of these deposits, let that be done, and, if

not, let the comptroller be empowered to use it in so far as i
t could

be done, to take care of the conditions growing out of the 
.distress

and failures that may be expected.

That certainly would be a very different thing from any 
guaranty

system that has been undertaken by a State, as a rule?
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Governor Yomio. Does not that come pretty close to the Nebraska
Plan?
Mr. STEAGALL. No.
Governor YOUNG. The Nebraska law, when they found a bank

tottering the commissioner took it over and assessed the other banks.
Mr. STEAGALL. I would not favor that plan. I am not talking

about that. I should think that would be unsafe. I do not think
the Federal reserve system would be justified in attempting to levy
any charges on any bank or assess any bank or have them assess
themselves.
I am only making my inquiry, in reference to what may be doneout of the earnings of the Federal reserve banks which you say

Come out of their member banks and,. of course, the assets of the
member bank rest largely upon depositors and the only thought I
have is that a part of those earningsshouldbe put into a fund which

iWould help in such situations and, f sufficient to do it, would takeeare of the depositors. If not, the comptroller would use it as
intelligently as possible and make it go as far as possible.
The record shows down to this hour they have made enough to

take care of the losses of all depositors..
.Governor YOUNG. I am convinced in the ninth Federal reserve

district from the year 1920 clear through to 1927 we could have giventhe capital, surplus, and all earnings of the Federal Reserve Bank of
Minneapolis for that very purpose and probably a good portion ofthe reserves of the member banks.
Mr. STEAGALL. I am not talking about any particular district.

What I have in mind is the disposition of the earnings of the whole
system that are now going into the Treasury; this $150,000,000 thatWent into the Treasury came out of the small banks that are strug-
Ong and failing and would have paid the depositors of those banksfor 150 years from the passage of the national banking act based OD
the developments down to this time.. That is the thing I have in
Mind. It is the matter of the distribution of those earnings; notfor the Federal reserve banks to undertake to do a certain thing,
anticipating ability they may not have. when the time conies, but
simply disposing of their earnings which they now pay into the
Treasury.
Governor YOUNG. The difficulty with the whole program, Mr.

Congressman, is this: In Nebraska, if the fund had been large
enough, this would have carried through and would have been a
success, but the assessments got to a point where the good banks
knew they were cfirrying the poor banks, and the assessments which
Were being levied against the good banks went beyond their abilityto pay.
Mr. STEAGALL. I agree with you that  .
Governor YOUNG. That is entirely possible with any plan which

is set up and, on top of that, your. mem. ber banks now are askingfor more earnings and, in my opinion, justly so.
Mr. STEAGALL. Well, that is what I am talking about; that we

devote a part of the earnings to the depositors instead of distributing
them to the stockholders.
Governor Yourro. If you. state to member banks, "We will give

You the earnings, but we will hold on to them and put them into apot to take ea.re of your depositors," that would not please the mem-ber banks.
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Mr. STEAGALL. You mean the depositors?
Governor YOUNG. The good member banks who feel that they do

not need this protection of the deposits.
Mr. STEAGALL. I think we' ought to look forward to the time

when the depositors of the Federal national banks can look at their

deposit slips as good to the last dollar, and when we pay out this

money that comes into the Treasury from these banks, I think we
should let some go to the protection of the depositors. I beg the
chairman's pardon for taking so much time.
Governor YOUNG. I think the large part of the earnings Mr. Con-

gressman, come out of the large banks of the United States. They
are the heavier borrowers.
Mr. STEAGALL. I appreciate that fact, but the large banks are

interested in the little banks and the little banks in the large banks
and the big towns are interested in the little towns, or ought to be,
and vise versa. We are all one people. I would like to see it suc-
ceed, and it is not succeeding now.
The CHAIRMAN. Will you yield to Judge Brand at this point?
Mr. STEAGALL. Certainly.
Mr. BRAND. Mr. Chairman, I want to submit a request and then

I will yield to Mr. Stevenson who must leave to-morrow.
Governor Young, if it would not be too much inconvenience, I

should like you to put into the record the gross earnings, the ex-
penses, and the net earnings of all of the 12 reserve banks in the

United States from 1912 down to and including the year 19291
showing the gross earnings of each bank, the expenses of each bank,
and the net earnings of each bank during that period, which is for

15 years.
Governor YOUNG. You mean since 1914?
Mr. BRAND. Yes. I want the gross earnings for all, ,because that

will show when we get it for each one. Can you do that?
Governor YOUNG. I have a report right here which has been pre-

pared, Mr. Congressman, which shows the earnings and expenses of

each reserve bank, gross net, dividends paid, transferred to surplus,
franchise tax paid the 

gross,
States Government, for all of the 12

banks and for each individual bank.
Mr. BRAND. You have the expenses there too?
Governor YOUNG. The expenses would be the difference between

the gross and the net.
Mr. BRAND. Of course. But for convenience though—

Governor YOUNG. I can have Mr. Smead add those figures. It is

nothing but a case of subtraction.

Mr. BRAND. For instance, the gross earnings of the Federal reserve

bank at Atlanta is shown here as $31,712,460; the total expenses of

the Federal reserve bank at Atlanta are $12,526,915, and the net

earnings of the Atlanta bank are $19,185,545, from the years 1914 to

1926. I would like to have a list showing that for each of the banks.

Governor Yourta. It is all right here. This is to the close of busi-

ness at the end of 1929.
The CHAIRMAN. Are you ready now, Mr. Stevenson?

Mr. STEVENSON. Yes, sir.
The CHAIRMAN. Without objection, these matters Governor Young

submits will be inserted in the record at this point.

(The statistics referred to are printed in full as follows:)

Li
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EARNINGS AND EXPENSES OF EACH RESERVE BANK

O. 79.-GROSS AND NET EARNINGS OF EACII FED
ERAL RESERVE BANK, AND

DISPOSITION MADE OF NET EARNINGS, 1914-1929

Federal reserve bank

All Federal reserve bank
1914-15 
1916 
1917 
1918 
1919 
1920 
1921 
1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 

Total 

Boston:
1914-15 
1916 
1917 
1918 
1919 
1920 
1921 
1922 
1923 
1924 
1925 
1924 
1927 
1928 
1929 

Total 

kaw York:
1914-15 
1916 
1917 
1918 
1919 
1920 
1921 
1923 
1923 
1924 
1925 
1920 
1927 
1928 
1929 

Total 
Philadelphia:

1914-15 
1918 
1917, 
1918 
1919 
1920 
1921 
1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 

Total 

Earnings Disposition of net earnings

_

Gross
Dividends

Net paid

Trans-
tarred to
surplus I

Franchise
tax paid to

S. Gov-
emment I

Profit (+)
or loss (-)

U. carried
forward

81, 134, 234
48, 334, 341  
70, 651, 778
82, 916, 014
15, 993, 086
-659,904
2, 545, 513

-3,037, 962
2, 473, 808
8, 464, 426
5, 044, 119

21, 078, 899
22, 535, 597

$1, 134, 234

2, 703, 894  
60, 724, 742  
59, 974, 466  
10, 850, 605  
3,613, 056  

113, 646  
59, 300  

818,150
249,591

2, 584, 659
4, 283, 231  

 -$358, 922
 +1, 008, 224

+509, 413
-1,158,715

s:
._. $2, 173, 252

5, 217, 998
16, 128,339
67, 584, 417
102, 380, 583
181, 296, 711
122,865, 866
50, 498, 609
50, 708, 586
38, 340, 449
41, 800, 706
47, 599, 595
43, 024, 484
64, 052, 860

. 70, 955, 496

-$141, 459 $217, 463  
2, 750. 998 1, 742, 774  
9, 579, 607 6,801, 726
52, 716, 310 5, 540, 684
78, 367, 504 5,011, 832

149, 294, 774 5,654,018
82,087, 225 6, 119, 673
16, 497, 736 6, 307, 035
12,711, 286 6, 552, 717
3, 718, 180 6, 682, 496
9, 449, 066 6, 915, 958
16, 611,745 7, 329, 169
13, 048, 249 7, 754, 639
32, 122,021 8, 458, 463
36, 402, 741 9, 583, 913

... 904, 628, 021 515, 215, 983 90, 672, 460 277, 433, 949 147, 109,574  

- - 125, 459
490, 888

1, 285, 884
4, 475, 195
7, 497, 583

12, 273, 253
6,968, 662
3, 541, 313
3, 506, 583
2, 559, 016
3, 288, 546
3, 319, 077

- 2, 975, 357
4, 465, 342

_ 5, 160, 831

-34, 603  
295, 935 249, 735  
740, 359 601,756

3, 305, 180 384, 180
5, 777, 381 414, 447
10,272, 564 447, 266
4, 281, 353 473, 109
1, 097, 402 481, 951
1, 2,52, 135 480, 267
470, 422 477, 798

1, 140, 581 502, 648
1, 158,873 525, 023
837,612 550,448

2, 316, 522 590,830
2, 766, 134 634,112

75,100
2, 921, 000  
5,362, 934  
7,351, 799
772,324

-170,782
77, 187
-7,376  
637,933  
585,888
287,166  

1, 725, 692  
2, 132, 022

-34, 603
+46, 200

75,100 -11, 597

2,473, 499  
3, (55992  
758,723  
694, 681  

40,962  

, 
1 

21, 750,887 ' 7, 111, 395  
. 61, 932, 089 35, 675, 850 6, 813, 568

345,035
971,026

4,929, 214
25,314. 736
38,332, 412
60, 625, 321
34, 710, 274
11, 349, 279
11,413, 183

• 8, 569, 350
10, 217, 174
10. 600, 968
10,647, 759

• 18, 483,042
19,314, 279

-123,887  
414,064 127,113  

1,078, 481 1, 942, 819
21, 662, 917 1, 195, 026
27, 959, 619 1, 291, 047
53, 128, 130 1, 477, 096
26,093, 832 1, 608, 721
3, 721, 593 1, 652, 138
3, 043, 679 1, 749, 239
616, 852 1, 796, 530

3, 103, 298 1, 888, 196
3, 749, 748 2, 100,191
3, 792,601 I 2, 327, 355
11, 018,433 . 2, 743, 725
12, 263, 224 I 3, 544, 314

649,363
20. 467, 891  
23,964,678
12, 332, 523
3, 782, 671

-1, 397, 603
129, 444

-1,179,678
1, 216, 102
1,649, 557
1,393, 246
8,274, 708
8, 718, 910

  -122,087
 ; +286,951

649.383 ' -163,064

2, 703,894 , 
39,318 511 1 
20,702:440  , 
3, 467, 058  
1, 164, 996  

. 262, 723, 052 173, 450, 584 25, 443, 510 80, 000, 812 68, 006, 262  

113,972
• 448, 180
• 1, 095, 540
• 4,357, 740

8, 609, 880
11, 848, 551
8, 008, 095
4, 251,950
4, 59Z 771
2,915, 846
3, 135, 550
3, 626, 648
3,363, 626
5,391, :',46
6,076, 048I

-31,517  
249,941 128, 458
753,875 623,603

2, 972,050 583, 983
6,659, 169 ' 462, 380
9, 065, 116 496,679
6, 339, 454 I 517,663
2, 236, 876 541, 552
2, 177, 837 582.292
747,092 I 615, 135

1,078, 120 673, 212
1,533, 733 730. 598
1, 176, 469 781, 540
3, 282, 641 843, 755
3, 801, 088 038,312

2, 608, 344  
6, 196, 789  
8, 2o.t, 775
935,239
803, 594

1,178, 588
131, 957  
404, 908  
803, 135  
394, 929  

2,458, gsb  
2, 863, 676  

863,662  
3,886, 552  
891, 730  
416,957  

-31,517
+121, 483
+130,272
-220, 238

67, 838, 943 41, 042, 883 8,519, 162 26, 964, 820 5, 558, 901  

.1 Amounts shown as transferred to surplus account for 19
22 are net, I. e., after the deduction of amounts

charged to surplus account on Dec. 31, 1922, and pa
id to the United States Government as franchise tax.

F., r prior years as follows: For 1920-New York, $270,38
9; for 1921-Boston, $247,350; New York, $1 334 160;

hiladelphia $36,366; Richmond, $20,459; Atlanta, $213,629; Chicag
o, $710,190; Minneapolis, ,$52,423;

Kansas City,' $208170; San Francisco, $306,926; total,
 $3,129,673.
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No. 79.-Gooss AND NET EARNINGS OF EACH FEDERAL RESERVE BANK, AND
DISPOSITION MADE OF NET EARNINGS, 1914-192 9-Continued

Federal reserve:bank

Earnings

Gross Net

Cleveland:
1914-15 
1916 
1917 
1918 
1919 
1920 
1921 
1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 

Total

Richmond:
1914-15 
1916 
1917 
1918 
1919 
1920 
1921 
1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 

Total

Atlanta:
1914-15
1916 
1917 
1918 
1919 
1920 
1921 
1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 

Disposition of net earnings

Dividends
paid

Trans-
ferred to
surplus,

$113,815 -$55,774  
452, 129 293, 808 $143, 237  

1,367, 216 753,682 716, 168 , 
5, 226,864 4, 135. 796 716, 107 , $3, 552.000
7, 800,829 6, 093, 785 558, 785  5, 537,000
14, 458,619 11, 820, 031 604,194 11, 215, 837
9, 390, 863 6, 284, 383 660,228 1 2, 329, 442
4, 994, 282 2, 268,688 692, 436 861,264
4, 655, 090 921,221 723,620 195, 595
3, 770, 689 -473, 153 756,152 -1, 229, 305
4,013, 456 1, 210, 576 778,811 431, 765
4,517, 884 1, 660, 762 808,505 852,257
4, 197, 836 1, 108, 190 832, 583 275, 607
6,260, 553 3, 180,715 850,843 2, 323, 872
6,986, 580 3,705, 442 910,007 2, 795, 435

Franchise
tax paid to
U. S. Gov-
ernment I

.............

$3,294,713
714, 988

.............

.........

.............

Profit (+),
or loss (--/

carried
forward

_$55, 774

+160,871
+37, 5

,
1-•

...... ..

78, 196, 705 42, 908, 152 9, 757, 682 29, 140,769 4,009,701 ......

319, 580
334, 102
821, 195

2, 979. 048
4, 775,324
6, 902, 643
6, 729,679
2, 832, 944
2, 878, 896
2, 210, 240
2, 182, 460
2, 429, 017
2, 086,303
2, 857, 648
3, 299, 609

174,955
186, 571
462,224

2, 312, 030
3,877, 266
5, 238, 506
4,393,627

867, 448
1, 092, 843
379, 791
576, 110
727, 645
497, 711

1, 118, 960
1, 342, 225

151,940
197,922
240, 944
232, 432
252,872
293,052
322,203
333. 321
342, 295
351, 251
358, 162
363,957
372,236
370,683
368,601

116,472
2. 079, 598
3, 624, 394
4, 740, 869

693, 792
32,954
384, 404
28, 540
217,948
279,216
125, 481
74,828
97,362

116,472

204,585
3, 377, 632
501,173
368, 144

43, 638, 688 23, 247, 912 4,551,865 12,495,858 6, 200, 189 ........ --"

Total 

Chicago:
1914-15 
1916 
1917 
1918 
1919 
1920 
1921 
1922 
1923 
1924 
1925 
1926 
1027 
1928 
1929 

Total 

, See note on p. 573.

236,460
279, 520
589,789

2, 293,058
4,416,001
7, 476, 431
7,4013, 652
2, 352, 736
2, 682, 314
1, 907, 121
2, 072, 378
3, 045, 867
2,067, 839
3,578,156
4, 116, C.49

82, 532
129, 307
288,083

1,652, 473
3, 382, 397
8,010, 324
5, 496, 219
672, 730
352, 179
272, 656
26, 191

1, 228, 327
669,904

1, 693, 985
1,428, 518

201,719
218,203
182,473
197,397
225, 671
245, 862
256, 618
264, 622
272,656
276,488
296,673
305,817
312,259
321,696

40,000
1, 470, 000
3, 185, 000
3, 648, 465

770, 106
-172. 018

8, 756

-250,297
931, 754
364,087
558,425
303,032

+82, 532
-72,412

40,000 _jø,1
...................... ..-

588, 130

  ......... 

.-

.... ........:

2, 136,288 ........."
4, 480, 251 .......... "

78,801 ---------

823,301 -----------
803,790

44, 526,371 23, 385, 825 3, 677,954 10, 857, 310 8,950, 561 ........ ---•

268, 885 20,091
665, 937 403, 206

2,083,164 1,231,879
8,481, 747 6, 805, 081
12, 012. 078 8, 576, 204
30, 303, 218 26, 875, 749
20, 382, 170 14, 505, 117
6, 748, 863 1, 405, 215
6, 511, 359 1, 178, 355
5, 202, 169 909,123
5, 424, 663 1, 121, 273
6, 567, 043 2,253, 923
6, 167, 352 1, 927, 645
8, 936, 418 4, 763, 429
9, 889, 451 6, 424, 665

361, 319
862, 259
604, 635
700,507
792, 769
853,785
876, 203
904.371
909, 123
934,016
985, 959

1, 029, 990
1, 099, 761
1, 170, 363

216, 799
6, 200, 446
7, 875, 397
14, 688, 500
2, 075, 323
-657, 039

27,398

+20,921
+41oF., ;

215, 799 -61, 97'
...

  .........
10, 394,480 .........
11, 576,009 ------------
1, 186,301 ------------
246,586 ........

•187, 257
1, 267, 964
897,655   ...

3, 663, 668
3, 651, 464 602, 838 ........

129, 644, 617 76, 400, 955 12, 085, 360 40, 093, 582 24, 222, 013 ........ -

No,

et.

Mt
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No 79.-GROSS AND NET EARNINGS OF EACH FEDERAL RESERVE RANK, AND

DISPOSITION MADE OF NET EARNINGS, 1914-1929-Con ti nu ed

Federal reserve ban

81. Lows'
1914-15 
1916 
1917 
1918 

1919 
1920 
1921 
1922 
1923 

1924 
192$ 
1926 
1927 
1928 
1929 

Total 

Minneapolis:
1914-15 
1916 
1917 
1918 

1919 
1920 
1921 
1972 
1923 

1924 
1926 
1926 
1927 
1928 
1929 

Total 

Ransas City:
1914-15 
1916 
1917 
1918 

1919 
1920 
1921 
1922 
1923 

1924 
1925 
1926 
1927 
1928 
1929 

Total 

See note on p.673

Earnings Disposition of net earnings

Gross

$88,833
297, 948
773, 106

2, 676, 8%

3, 884, 478
.. 7, 180, 117
- 5, 166, 315

2, 456, 447
2, 753, 435

1,688, 143
2,055, 637

.. 2, 511, 509
2, 228, 079
2, 901, 925

__ 3, 247, 936

I
Dividends

Net paid

Trans-
(erred tosurplus 1

Franchise
 tax paid to
U. 8. Gov-ernment 1

Profit 1+)
or loss ( - )
carried
forward

-$97, 169  
141, 017
502.158

I, 777, 810

2,355, 159
4, 875, 566
2, 951, 926
647, 572

1, 182, 163

203.937
-93,540
683.022
775, 681
785,169
885,884

$31, 100  
284,566  
404, 838

234, 660
253,711
270.253
283, 166
296,810

304, 976
300, 753
314,420
317, 727
821,856
319,231

I $1, 603,310  

2, 120 494  
4, 621, 855  
1, 042, 564
276, 450
407, 070

-101,039  
-400, 293  
368,602  
457,954  
423,011
56,665

$1,639, 109  
87,956  
478, 283  

40.29.3
509,988

-$97, 161
+109, 91;
+217.516
-230,331

_ . 39, 908, 736 17, 576, 338 3,944, 066 10, 876, 643  2, 755,829  

100,112
.. 255, 177

672, 799
. 2, 049, 954

3, 007,061
5, 307, 381

; 4, 9/16, 311
:1 1, 969, 248
.1 1, 749, 253

1, 609, 070
1, 438. 341

• 1, 622, 333
1, 390, 031
1, 710.394

. 1,926,031

-32, 341  
134, 603
394, 353

1, 545. 847

2, 333, 943
4, 131, 053
3, 151, 154
782,695
320,455

329,102
234, 954
448, 033
298,077
614, 704
794,762

57, 720  
363,895
168, 103

1 180, 186
1 195,871
' 211,687

213,774
212,733

202,828
193,560
187, 609
180,726
181, 203
184,030

37,609
1,377, 744  

2, 153, 757  
3,410,948
488,530
4,469
11,272

12,628
4, 139
26,043
11,535
43,350
61,073

37, 500

524,234  
2, 450, 967  
604,452  
101,450  

113,946  
37. 255  

934,381  
103,816  
390. 151  
549,669  

-32,341
+76,853
-44,542

.I 29, 773, 386 15, 484,394 2, 733, 895 7, 642, 988 5, 107,511  

I
102, 474
380,208

1, 002.060
3, 451, 936

• 4, 961, 482
• 7, 409, 987

5, 712, 858
3,094, 660

• 2, 91/3, 919

• 2, 262, 910
2, 309, 985
2. 677, 340
2, 304, 938
2, 597,968
2, 976, 576

-66,776  
224,989
566, 404

2, 437, 748

3, 923, 362
5, 540, 681
3, 056, 096
783, 036
347,711

-253, 182
282,92!
756,469
414,729
859, 760

1, 013, 585

66, 707
864,593
309,729

228,756
257, 672
268,620
275. 655
275,313

295,697
258,426
252, 764
252,753
253, 254
256,549

2, 421, 426

3, 694, 607
3, 042, 781
480,918

-157,432
7,240

-518,879
2,450

50,370
16, 198
40, 651
73,703

2,240, 228  
2, 300, 558
664, 813
65,153

22,045
453, 335
145, 776
365. 855
681,333

66,776
+158.282
+201, 901
-293, 407

44,239, 901 19,667, 530 I  3, 888,397 9, 162,033 6, 939, 109
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No. 79.-GROSS AND NET EARNINGS OF EACH FEDERAL RESERVE RANK,
DISPOSITION MADE OF NET EARNINGS, 1914-1929-Continued

Federal reserve bank

Earnings

Gross Net

Dallas:
1914-15  $244, 666 $75, 388
1916  326,372 166,046
1917  621,970 352,067
1918  2, 089, 526 1, 240, 175
1919  3, 062, 251 2, 041, 864
1920  4,904, 522 3, 228, 231
1921  4, 119, 574 1, 613, 564
1922  2,085, 775 354, 12.5
1923  2, 356,436 332, 282
1924  2, 157, 964 265,024
1925  1, 813, 626 278, 135
1926  2, 127, 049 857,211
1927  1, 741, 922 568,209
1928  2, 119, 666 713, 455
1929  2, 496, 030 770, 391

Disposition of net earnings

Dividends
paid

$65, 523
134,008
188, 234
261,603
196,335
225,424
2,52, 211
251,915
251,429
249,789
265,239
257,502
256, 310
258.544
2613, 613

Trans-
(erred to
surplus I

$1, 184, 408
1,845, 529
3, 002., 807
1,361,353
102,210
80,853
15,235
22,896
599,709
311,899
163,301
244,417

Franchise
taz paid to
11.8. Gov-
ernment

aN0

Profit (-I-)
or loss (-)carriedforward

+$9,866
+32,
+163.

736

Total  32, 387, 349

San Francisco:
1914-15 
1916 
1917 
1918 

12,838, 167 3, 370, 579 8, 934, 617 550,971 ..........

115, 961 -52,358
316,511 111, 511
885, 802 4543,044

4, 187, 785 2,869, 164

1919  7, 021, 224 5,387, 360
1920  12, 706, 668 10, 108, 823
1921  9, 184, 413 4,924), 500
1922  4, 821,202 1, 603,366
1923  4, 615, 227 566,426

1924 
1925 
1926 
1927 
1928 
1929 

3, 487, 931 250,516
3,848,890 490, 447
4, 554, 860 1, 555, 999
3, 853, 442 1,055, 424
4, 757, 292 1.974,258
5, 466, 076 2, 205, 922

43,736
394,776
497,675
296, 161
384, 713
435, 361
448,306
467,720
480,561
490,447
506,068
547,062
626,751
670,08.5

2, 448, 174
5, 091, 199
6, 654, 855
I, 2U, 824
-185,721

37,706
-230,045
1, 049, 931
508,362

1, 348, 507
1,53,5,837

.............3,069,255
3, 230, 315
1,397,771

.............

.............
...........
........

-52,0+67,776
+61,265_„„
-78,8m

Total  69, 823, 284 33, 499, 392 6,288,422 19,513, 629 7,697,341 ............

I See note on p. 573

Mr. STEVENSON. Governor Young, you were a practical banker

before you came on the board, were you not?
Governor YOUNG. Yes, sir.
Mr. STEVENSON. What banks were you connected with?
Governor YOUNG. I started with the First National Bank at Mar-

quette, Mich.; later with the Marquette National Bank of Mar-
quette, Mich.; later with the First National Bank of Lake Linden,

Mich.; later with the Citizens National Bank of Houghton, Mich.

Mr. STEVENSON. In all those relations you had more or less deal-

ings with what are known as country banks, did you not?
Governor YOUNG. They were country banks.

Mr. STEVENSON. You learned something of their practical 
difficul-

ties?
Governor YOUNG. Many of them.
Mr. STEVENSON. What was the capital stock of the bank you 

were

with when you were appointed to the board?

Governor YOUNG. $100,000. Pardon me, Mr. Congressman. 
You

asked when I was appointed to the board?
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MT. STEVENSON. Yes.
Governor YOUNG. For 10 years I was governor of the Federal

reserve bank at Minneapolis.
Mr. STEVENSON. When you became governor of the Federal Re-

serve bank at Minneapolis, you came from a country bank?
Governor YOUNG. Yes; a $100,000 bank.
Mr. STEVENSON. Governor, reference has been made to the diffi-

culties in the last 10 years of the banks and the failures. As a
matter of fact, from your observation, has not a great deal of that
come from the shrinkage in the values of the assets of the customers
of the banks, which has come about—I am not charging it was any-
body's fault—but has not a great deal of the difficulty resulted from
the shrinkage in value of real estate and other assets of the people
who dealt with the banks?
G.overnor YOUNG. It was a very contributing factor.
Mr. STEVENSON. For instance, in my gountry, agricultural prod-

ucts were high; agricultural lands were high, and the man who
owned 200 acres of land was considered a perfectly good risk for
a sizable loan anywhere from two to ten thousand dollars. When
the deflation, or whatever it might be termed, of 1920 came about,
the hanks were full of paper of that kind. Men who were per-
fectly good, as their assets stood prior to the beginning of the de-
cline—this is my observation down.  there and I take it was so where
you were—the decline in the price of agricultural products (cotton
with us and various other things with you) rendered that fellow
unable to pay his debt, and the bank began to renew his paper.
By the next year they began to call for security and wanted a

imortgage on the land. That s the way a great deal bf the mort-
gages got into the banks with us. Is not that true in your section?

Governor YOUNG. Yes, sir; that is true with us, and usually they
-were second mortgages.
Mr. STEVENSON. He would come up and say, "I can not pay this,

but I have land worth $10,000. I can borrow $5,000 from the Fed-
eral land bank and pay that to you and.  give you a second mortgage
for the balance." That is about the history of things with us. They
did that and he farmed another year and they did that again. The
value of the land shrinks and he begins to fall down in his install-
ments with the joint-stock land bank that he is dealing with and in
about a year they begin to foreclose and sell him out. The margin
the commercial bank has is wiped out. That is what happened with

ius. Is that what happened n the Northwest?
Governor YOUNG. That is an accurate description of what hap-

pened in the Northwest. 
Mr. STEVENSON. Then he is out, barefooted and coat gone, and no

way to farm; and there are thousands of those fellows who were
that way, and it was the result of the collapse in agricultural valuesithat got so much frozen assets n the banks. They continued to carry
them. They could not do anything else. He, the farmer, did nothave the money. The land was mortgaged, so it could not be givenas further security.
Now, has there not been

i
 a great deal of this not due to any inef-ficiency in the system, n managing banks, but due to the conditionsthat arose without anybody being able to forecast it, that has tornidown the country bank n this country?
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Governor YOUNG. It was a very contributing factor, Mr. Congress-
man, if not the main factor, but on the other hand, in those same com-
munities where banks did go down others stood up.
Mr. STEVENSON. Yes.
Governor YOUNG. Apparently they used more discretion in lend-

ing their money, so that management must also be a factor in the
circumstances.
Mr. STEVENSON. The judgment of management, of course, is the

final factor and that is so in all banking institutions.
Now, suppose we had had what we call a decentralized branch

banking system spread all over that country and dealing with the
same people, having the same character of security, and that had
occurred. Would there not have been great danger of a decentral-
ized branch banking system getting into the same fix?
Governor YOUNG. It would be possible, but not as probable, in my

opinion. We can look across the border, and, if I am informed cor-
rectly, the Canadian banks had losses in that same territory, but the
depositors did not lose. Now, the probabilities are that the Canadian
bank did not lend as indiscriminately as the American unit bankers
did. That may have been for the good of the territory, as I believe
perhaps it was, so that when losses did develop with the man who
had to go through a drought of 3, 4, or 5 years in succession, his

ilosses were smaller and he was n better position to stand them than
the small-unit banker.
Mr. STEVENSON. The advantage of a system of that kind, spread

over a large area, would be, according to my observation, that the
losses are somewhat local, sometimes.
Governor YOUNG. Frequently.

Mr. STEVENSON. And if you have them spread over a territory that
has very diversified industries, the losses of one industry would be
tided over by the success and prosperity of another. That is the
situation that I think would probably arise in the Federal reserve
district.
Governor YOUNG. I think. Mr. Congressman, that there is one

thing I should mention before this committee. I have read very
carefully all these reasons for bank failures. I think one of the
things in the Northwest that caused as much trouble as anything,
was a lack of confidence in the local bank which resulted in tre-
mendous loss in deposits, thereby crippling their earning power and
si multaneously putting them into a position where they could not
take hold of a situation and work a man out, as you know many of
these agricultural problems have had to be worked out with the aid
of the bankers.
Those banks that did retain the confidence of the public, and

had money to lend, accomplished more than those that lost deposits
rapidly.
Mr. STEVENSON. They naturally held the best class of business and

best class of deposits, and the fellow who was wobbling was obliged
ito take what the stronger banks left. That s about the size of it

with us, and, of course, they ultimately went down.
Now, I was going to speak of the fourth Federal reserve district.

I was not in Congress in those days when that matter was settled,
but there was a member of the commission in South Carolina that
appeared before the board before that district was established, and
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our position was that we wanted to be in this district because of the
diversification. If we were put in the Atlanta district, we were
afraid that Georgia and Alabama would borrow all the money. But
in this district we had wheat, coal, a diversity of livestock, and a
great manufacturing industry in North and South Carolina, and
then agriculture, and our belief was that when manufacturing and
coal and all that kind of thing were not borrowing, we would be,
and, in the fall of the year, when we had our cotton money then
would be the time they would need to borrow. That has worked out
very well. We got into the district after a fight, and I imagine
that a district-wide branch banking system would get more benefits
of that same thing; in other words, if they had losses in South
Carolina or slow paper in South Carolina, they would have paper
that was moving in Virginia, and West Virginia, and Maryland.
Would not that be an advantage of the proposed district-wide

branch banking system?
Governor YOUNG. In my opinion, it would be.
Mr. STEVENSON. It would tend to stabilize it. But there is this—

and we are depending upon that in South Carolina—there are three
or four banks that have mighty near all the business in the State
from the branches of subordinates that has taken place and they are
exercising now a great deal npre discretion about the loans they are
making. We are having a terrific holler from the general public
that they are choking business in the small towns. They have only
one bank in a small town and the folks there can not borrow. The
truth of the business is, probably, they have not the right kind of
security. But that builds up sentiment, where they holler "mon-
opoly." They are beginning to do that now.
If there was money enough to establish independent unit banks,

they would be established, but everybody has been burned up on
bank stock and they are trying to give some of it away now. That
psychological condition is going to arrive when you establish a sys-
tem of that kind. You will have all kinds of complaints about
monopoly.
What is the answer to that? You .have to deal with these matters

as human questions. We have campaigns on now against chain stores
iand against everything that s not centralized in the home

community.
Governor YOUNG. There are still unit banks in your territory.
Mr. STEVENSON. Yes, but mighty few of them.
Governor YouNo. Of course the unit bank has the opportunity to

diversify if it so elects. It can diversify through commercial paper,
through bonds, through United States Government's and many in-
vestments that are not dependent upon their own territory.
Mr. STEVENSON. Then m there is another great criticism which is

being made and being directed at the very moment that is on 
now,and that is the deposits are collected and gathered and sent to New York and put on call. They say that is .absolutely safe, and they aresure to get their money as they want It and get it at their profitas they go along, and the cry is being raised already that that meansall money, instead of going to the development of local communities,is being taken into New York and loaned on call.

Is there any way to prevent that?
100186-30—vor. 1 vr 5-4
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Governor YOUNG. I should think that those statements are over-
statements,-as I have looked into them, Mr. Congressman. I have
stated many times before the committee that I thought it would be
a very short-sighted policy for any group or chain or branch banking
system to neglect industry in its own territory. I do not believe
that they will do it and expect to continue in business in that
territory.
Mr. Smead, it seems to me I checked up, at one time, on the State

of South Carolina as to the amount of brokers' loans that the banks,
reported.
Mr. STEVENSON. That is national banks or member banks?
Mr. SMEAD. Member banks; yes.
Governor YOUNG. And it aggregated $1,600,000. I do not know

what the total deposits of the State of South Carolina amount to
Mr. STEVENSON. I do not remember either.
Governor YOUNG. It is at least fifty times that amount.
Mr. STEVENSON. At least that. I think, to be frank with you, that

some of the difficulty banks get into on that matter is due to the
officers of the banks getting into the market themselves. We had
a catastrophe down there with one of the best banks in town. in iny
district. Less than three months ago, at Gaffney, the president of
the bank got killed .accidentally--suRposed to be. but no question
it was suicide—and it turned out he was $130,000 short, and I think
that pretty well ran back to the collapse in October on the stock
market.
That was not a bank lending its money on call, but the president,

an official of that bank, and a very efficient one, having gotten short
and using the bank's money. Of course that is the personal element
that has to be dealt with there. No system can overcome that.
Governor YOUNG. Was that covered by bond?
Mr. STEVENSON. Oh, a $25,000 bond. It was the First National

Bank, at Gaffney, and closed an affiliated bank with it. It was a
terrible catastrophe in one of the best banking towns in my district,
just a few miles out of Charlotte.
There was a discussion as to the Federal reserve system, and I

wanted to ask your opinion here on the question of whether the Fed-
eral reserve system would continue if the national banks continued
to go out of existence. You would not have very much to stand on.
when they got out, would you?
Governor YOUNG. If they all went out; no.
Mr. STEVENSON. And there has been quite a movement to go out?
Governor YOUNG. Well, while those national banks have given up•

their national charters, Mr. Congressman, they still find it advan-
tageous to retain membership in the Federal reserve system.
Mr. STEVENSON. But after having given up the charter in such a

way, they could not, under the law, be in the system. Take the.
national bank at Rock Hill, S. C., and the Columbia National Bank,.
two of the best banks in the State, the other day consolidated, mak-
ing '2 branches 80 miles apart. They are not eligible under the.
McFadden Act to be members of the system.
Governor YOUNG. We are losing some members in that territory

now.
Mr. STEVENSON. They could not be in the system. I have had an

idea that we might get rid of that trouble and all of this quarrel
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about whether the member banks were getting what they were en-titled to, by the Government siniply putting up the capital, which isOnly $107,000,000 for the Federal reserve bank. The surplus belongsto the Government under the law. That could be done, and wouldMake them entirely independent of any banks—make them a Gov-ernment institution and let them serve all the banks that are worthyOf service. Have you ever thought of that way to solve that ques-tion?
Governor Youico. I have not.
Mr. STEVENSON. It strikes me it is time for us to begin to considerthat. It is property that all belongs to the Government—everythingaver and above the capital stock belongs to the Government. Thecapital of $107,000,000 is all the banks have, except their equity inthe surplus, and on that equity they can not get over 6 per cent underthe present law. They would not be averse, if they were paid theirMoney back, to letting the Government man run the whole business.I am personally in favor of some plan like that. Then you wouldDot be subject to the varying whims of the banking world as toWhether they will be in or out.
Governor YOUNG. I do not just understand your proposal. WillYou go into that in a little detail?
Mr. STEVENSON. My proposal is to do exactly what you are doingWith all banks you are prepared to accept as depositories and carriersof their reserves, but do not require them to put up any of the capital.Then, State and national banks both, when they were accepted asmembers of the institution would have the right to use the facilitiesof the Federal reserve bank and carry their reserves there, but they

Would not be required to furnish the capital with *hich to do the
.business. The Government naturally would select, then, the directors,
Instead of the banks selecting them, as they select part of them now.That is not now before this committee, but it is an idea I have
considered a great deal. I do not know when it will work out.
Now, you discussed the other day the election of directors. Yousaid there were so many selected by the banks—class A directors,I believe. All directors are selected by the banks, but three arebankers and three not—all except those selected by the board.
Governor YOUNG. There are nine directors, of which six are se-lected by the banks.
Mr. STEVENSON. Yes.
Governor YOUNG. And three appointed by the board.
Mr. STEVENSON. Of those six selected by the banks, three are notbankers; the represent industry and agriculture. Is not that true?Governor Youilo. That is correct.
Mr. STEVENSON. So that the majority of the whole business isselected by the banks. The banks are in two classes, however,Ibelieve--class A directors are elected by one set of banks and class13 by the others.
Governor YOUNG. I will .correct that just a little bit. Banks arein three groups in the district, according to the size of the banks.Mr. STEVENSON. Yes.
Governor YOUNG. And each group elects a class A and a class Bdirector, so that the little bank has the opportunity of electing oneClass B director just as much as the other group has.
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Mr. STEVENSON. The banks all have a voice in the selection of six
directors, but they must select three who are not bankers?
Governor Youma. That represent industry.
Mr. STEVENSON. That represent industry?
Governor YOUNG. Yes, sir.
Mr. STEVEVNSON. Now there was a discussion here during the ex-

amination that has been going on about the amount of dividends
that has been paid. As I understood you, it was time when they
might pay the member banks a little more dividends on the capital
they have in?
Governor YOUNG. If earned.
Mr. STEVENSON. If earned?
Governor YOUNG. Yes, sir.
Mr. STEVENSON. That, of course, should always be optional with

the Federal reserve bank or the Federal Reserve Board, because
you would always want to keep a check on it, so as not to deplete too

much your surplus?
Governor YOUNG. I would rather see it specified under the law

"if earned."
Mr. STEVENSON. If earned; yes.
Governor YOUNG. And not left to the discretion of anybody or any

board.
Mr. STEVENSON. Would you put a maximum limit on it?
Governor YOUNG. I would like to have more time to work out

the details. We are making a recommendation to Congress that the

member banks participate to a large extent in the earnings. The

details we have not been able to work out yet.
Mr. STEVENSON. You spoke yesterday, I believe it was, of the

intermediate credit banks and land banks taking away a great

deal of the custom of member banks. As a matter of fact, they re-
lieved the member banks of a great many customers who were

pretty slow, did they not? Did they not rather help than hurt?
Governor YOUNG. 'What I had in mind, Mr. Congressman, was the

earnings of small country banks.
You know in the old days the country banker handled farm mort-

gages for an insurance company or other investors, for which he

got a commission. When the land bank came in he could not get
that commission. That practically drove him out of the farm-

mortgage business which was a source of his profit.
Obviously, the land bank did take over many of those loans and

relieved him after 1921, I think it was. You will recall that the

tax clause of the land-bank bonds was not adjudicated until 1921,

so the land banks were not in the field in 1919 and 1920, when they

really should have been in the field.
Mr. STEVENSON. They were also excluded from the field because

the Treasury Department was selling an enormous number of United

States bonds and did not want the competition of the land-bank

bonds. As a matter of fact, we appropriated $200,000,000 to buy the

first $200,000,000 of land-bank bonds according to my recollection,

to keep them from interfering with the sale of Liberty bonds.
But those land-bank developments really, in the end, have been

rather a source of weakness to the country banks, for the reason

that they got the first mortgage always and, in the decrease in the
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value of land which I referred to a little while ago, they got the
land. They have a great deal pf it now, by the way. But the
commercial banker, when his customer got on the roc,ks, lost. He
did not get anything out of that security, because the land banks
got the whole security. That has been the result in the country
districts.
Governor YOUNG. The country banker usually ended up with a

$2,500 note of a farmer who owned 160 acres of land with an $8,000
mortgage ahead of the banker, and the only method he had of pro-
tecting the $2,500 was to take up the first mortgage, but in many
cases it was not advisable to do that. 
Mr. STEVENSON. In the instance I mentioned of 7,500 acres of farm

land, that is what occurred as the result of that process.
You spoke also of the intermediate credit bank. I want to call

Your attention to one difficulty about that institution which has not
Made it a help. The rate of discount was limited to 7 per cent.
The intermediate credit bank would not handle any paper upon
Which more than 7 per ce,nt had been charged.
In the cotton country 8 and 9 per cent and, in some States, I

think 10 per cent is lawful as the contract rate. There is a bank
in my town, for instance, that has got some farm customers who
have raised $25,000 worth of cotton. They want to get advances
or get the advantage of the intermediate credit bank. They can not
go to their bank and give it their paper and let it take it to the 

iintermediate credit bank and rediscount t, because the bank can
not afford to break its discount rate If it breaks the 8 per cent rate
for Jones, it has to break it for Smith. As the result, there is none
of that paper handled through the banks and the customers get
the money otherwise.
The result was disastrous, because it went through agricultural

Corporations, and the agricultural corporation required them to take10 per cent of their stock in that corporation and charged them 7
Per cent, and in the fall of the year they would make losses enoughto lose the whole capital stock, and the man's money cost 17 per
cent, and yet he was deprived of dealing through his own bank.
If the intermediate credit banks allowed the banks to handle that

Paper in the usual way and take it to the intermediate credit bank
and rediscount it, whether 7 per cent or 8 per cent, the usual course
Would have been followed and the fellow would have paid 8 per
cent. As it was, he paid 17 per cent and there have been worlds of
losses. There has been a great scandal over it. In one instance they
Mortgaged a crop 8 miles down the road near Beaufort. When they
identified the land it was on a highway. I believe it is now United
States 29.
The intermediate credit bank, with that weakness, has not beenof much help. I imagine the Federal Reserve Board would not op-.Pose our amending that law so a 

i
s to permit them to charge not overthe local rate of the State in which t is located.

Governor YOUNG. There 
in 

difficulties in both ways, Mr. Con-gressman. It might end up n a rate of 6 per cent in Virginia and 10per cent in South Dakota.
Mr. STEVENSON. If they were permitted to discount paper on whichiRot over the contract rate n the State where it was located wasCharged, that would relieve that situation, so whenever the man was
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located, he would simply pay the contract rate and could handle it
through his usual local bank. That has destroyed the efficiency of
the intermediate credit bank in our section.

Just one other question: I notice the comptroller recommends a
decentralized district-wide branch banking system. Can you Or
me your idea of what that woult be? The term " decentralized " is
attractive, but what does it mean? I can not follow the comptroller
in his reasoning on that, as to what would be decentralized, as con-
trasted to a centralized bank. For instance, you have the bank in
Richmond given authority to place branches all over its Federal
reserve district, and you call it a decentralized bank. It is not
pretty considerably centralized if it has tenacles all over the
district?
Governor YOUNG. It would mobilize the credit.
Mr. STEVENSON. I appreciate that.
Governor YOUNG. And as you mobilized the credit, as you do

in the Federal reserve system, the decentralization comes afterwards,
or you put that credit where it is needed. I think that is what the
comptroller had in mind. 

iMr. STEVENSON. His view s that such regulations should be ap-
plied as not to centralize the loans; in other words, to require them
to make a fair distribution of their loaning capacity.
Governor YOUNG. It is to be hoped they would do that.
MT. STEVENSON. I do not know just how you could do that, be-

cause the people who would handle a bank with a widespread busi-
ness like that would have to be given the very widest discretion,
would they not? If you would have it judiciously managed, you call
not interfere too much with the details.
Governor YOUNG. No; I do not think you could regulate that.
Mr. STEVENSON. The cry .of centralization would naturally arise

from the communities that did not get as much money as they thought
they should have.

Governor YOUNG. I did not know the Comptroller of the Currency
had specified any area.
Mr. STEVENSON. I understood him here to say that he thought it

should be limited to the area of the Federal reserve district.
Governor YOUNG. I thought it was the trade area.
Mr. STEVENSON. I got that from reading his report. I did not

hear him on three days. 
Governor YOUNG. I think his recommendation was trade area.
Mr. STEVENSON. But lie has that provision, that it should not go

beyond the Federal reserve district in which the parent bank is

located.
Mr. WINGo. I am not sure about this, but I think the comptroller

did, in his report, say the Federal reserve district. But I got the
impression, since then, he has come to the conclusion that it was not

-necessary to confine it to the Federal reserve district, but to the

trade area. That is the impression that was left with me.
The CHAIRMAN. He did not define what was a trade area. As I

recall, he said Congress could define that. I understand the gover-

nor's expression on that was a little different. He wanted an elastic

area. Is that correct, Governor?
Governor YOUNG. That is correct.
Mr. STEVENSON. The comptroller's report very distinctly intimates

the idea of areas not going beyond the limits of the Federal reserve
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•district. Now, I did not hear his statement here on that particular
•Ruestion. I have not had the opportunity of being here all the
time. Those are going to be very intensely practical questions when
we come to write a bill, if we write one.
Governor YOUNG. Very.
The CHAIRMAN. I think the comptroller did specify Federal re-

serve districts, but in any particular trade areas where the Federal
reserve districts or State lines interfered, the trade area lines should

'control rather than the Federal reserve district or State lines..
Mr. Wricoo. In other words, in the last analysis, the trade area

:should be the controlling factor. For illustration, in my State, I
think I asked the comptroller about this. My recollection is that my
home town is in th!‘ Kansas City district. Little Rock is in the St.
Louis district. I think we discussed it and I got the impression
from him that the trade area lines should be the controlling factor,
but they should stay within the Federal reserve district as far as

'Possible. The trade area district should be the dominant factor in
•determining where the branches should he established.

Mr. STEVENSON. The governor will see that is a very hard thing to
determine.
The The CHAIRMAN. Will you yield to me?
Mr. STEVENSON. Yes.
The CHAIRMAN. It is my recollection, back in 1912 and 1913 when

the Federal reserve act was passed, that the argument was made then
that the organization of the Federal reserve system would tend to
do the very things it is now proposed to do with the establishment of
•branch banks in trade areas.

As 3,ou staid a moment ago, the money would flow through the
Federal reserve system into those sections where it was needed.
Has the Federal reserve system failed in that respect in serving the
•country through its system of banks? •

Governor Yourro. I would not say so Mr. Chairman. What I
•said the other day was that it was not 100 per cent efficient. I do
not believe it will ever be 100 per cent.
The CHAIRMAN. Is the Federal reserve system a branch banking

:system?
Governor YouNo. I would rather classify it RS a group system.
Mr. Wiwi°. It might be well for you gentlemen to read the

debates on why we established the Federal reserve system the waywe did instead' of having a private branch bank system.
Mr. STEVENSON. What I want to get is a practical definition oftrade area. We know what a Federal reserve district is. That isfairly well defined. If Congress is going to define a trade area,they will have to recast its legislation every few years, because busi-ness will develop and, for instance, oil will be discovered aroundLittle Rock, and we will have a big trade area where there is just•a bullfrog pond now, probably, and all that kind of thing. ThereIs not very much chart or compass to that designation of a trade•area. That is what I wanted to get at.
Governor Yourm. In reply to an inquiry from the chairman theother day I said that that should be discretionary with the proper•offieers as to what the trade area is, because it does change.
Mr. STEVENSON. Just as the board had wide discretion in defining•and limiting the Federal reserve districts.
Governor YOUNG. Branch districts?

11116111111=111111, 
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Mr. STEVENSON. Yes. The Federal reserve districts were fixed by
the board and not by statute.
Mr. Wpm°. By a special committee.
Governor YOUNG. We could change the territory in a district now

by giving it to another district. But I do not think we could change
the number of reserve banks.
Mr. STEVENSON. The number of reserve banks was fixed, but the

committee—Mr. McAdoo, Mr. Williams, and Mr. Houston—they
delimited the districts and some have been changed since. I believe
it is within the power of the board to do that.
Governor YOUNG. Yes, sir; that is within the power of the board.
Mr. STEVENSON. What would you suggest, if this plan was adopted,

of having branch banks confined to trade areas? What board would
you suggest should have authority to determine what would be the
trade area in which to put branches? Would the Federal Reserve
Board be given that power or would you establish a new board?
Just what is your suggestion about that?
If we are going to write a law, we want to get the combined wis-

dom of the bankers in this country on how to apportion this thing.
Governor YOUNG. Granting charters is now under the Comptroller

of the Currency.
Mr. STEVENSON. Yes.
Governor Yourro. It seems to me if this trade area is to be deter-

mined, it should be left to him.
Mr. STEVENSON. In other words, when the bank desires to estab-

lish branches it should make a showing before the comptroller as to
where they are to be put, and they could not do it without his ap-
proval; in other words, he establishes the trade area in which that
particular bank would have a right to operate with branches?
Governor YOUNG. That is my idea.
The CHAIRMAN. Will, you yield?
Mr. STEVENSON. Yes.
The CHAIRMAN. Would that be exclusive of the Federal reserve

banks?
Governor YOUNG. It is now; yes.
The CHAIRMAN. You think the comptroller should have the sole

power without consulting with the Federal reserve bank in that
district?
Governor YOUNG. He has that in the granting of charters now.
The CHAIRMAN. But there is a consultation, is there not, with the

Federal reserve agent?
Governor YOUNG. In actual practice it is referred to the Federal

reserve banks. It could, of course, be extended to the Reserve Board
and the Comptroller of the Currency.
Mr. STEVENSON. You have many member. banks, and you would

have many more very large State-chartered institutions, over which
the comptroller would have no authority at all, who would probably
desire to be members of the Federal reserve .system and desire to
have branches which would be in contravention of the McFadden
Act as it now stands.
The comptroller could not determine where those member banks

or those banks that desire to be member banks, who are under State
charters could put branches.
Governor YOUNG. No.
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Mr. STEVENSON. You would have to have some machinery to take
care of that.
Governor Yourio. Yes. I am doing a great deal of thinking while

I am talking, and it would probably be better, under those circum-
stances, under the Reserve Board.
Mr. STEVENSON. Suppose some of these days we do write a law on

this matter: Regardless of the insurance of deposits, and other
things, the thing we need is information on where should we best
lodge the power, if we are going to give authority to do these things,
to work out the details. That is a very important subject that needs
to be elucidated, in my mind.
Governor YOUNG. I realize that, Mr. Congressman. In my initial

statement before the committee, I stated that the board was not
prepared at the moment to make a recommendation; that they were
making a further study of this whole question, and that is why I
am unable to answer many of your questions as to details. I hope
that the work we are doing and the work this committee is doing,
Will permit something to be worked out. •
The CHAIRMAN. May I call your attention to the fact, Mr. Steven-

son, that this Congress can not pass any legislation regulating where
State banks shall have branches, except as they become members .of
the Federal reserve system.
Mr. STEVENSON. We have legislation that State banks that put

branches elsewhere than where they are or elsewhere than within
the city where it exists, can not become members of the Federal
reserve system.
The CHAIRMAN. That is right. 
Mr. STEVENSON. Of course, we will carry forward some legislation

on that subject, and many of those things—for instance, the one I
referred to a while ago; these two national banks in my State that
consolidated under a State charter under the terms of the McFadden
Act, are excluded from membership In the Federal reserve system.
Many of them would like to come in, and we should have some
authority to define within what area it should be allowed to operate
branches and under what conditions they should be allowed to
come in.
Of course, we could determine under the statute under what condi-

tions they could come in. We could modify the statute.
That is all I wanted to add. I wanted to get the combined wis-

dom of your board before Ihelped write a bill, if we ever do.
Governor YOUNG. We will try to do that.
Mr. STEVENSON. The practical thing in my mind is, first to what

extent—within what areas can banks who are members of the Fed-
eral reserve system have branches, and what authority shall deter-
mine what their areas shall be? Those are two fundamental things
that have to be dealt with.
That is all I wanted to ask, Mr. Chairman.
The CHAIRMAN. Mr. Bland has left.
Mr. GOLDSBOROUGH. Governor Young, I think you said the otherday that you thought the limits of these trade areas should beflexible. Is that your present view?
Governor Yourro. That is my present view. I will put it thisway, Mr. Congressman, that the establishment of branches couldnot be defined by law within certain territories, but should be left
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to the discretion of somebody—the Federal Reserve Board, if you
will.
In other words, they would have the right to permit branches to

be established.
Mr. Gowsnonouon. Do you believe that the body which has the

discretion, such as the Federal Reserve Board, or the Comptroller of
the Currency, would be any more able to control the boundaries of
these trade areas than the Comptroller of the Currency is now able
to control, as a practical proposition, mergers of enormous banking
institutions?

Governor YOUNG. If Congress will give us that power; yes.
Mr. GOLDSBOROUGH. Congress, of course, gives the Comptroller of

the Currency authority to permit or refuse authority to consolidate.
A few days ago, the Comptroller of the Currency gave authority
to the Chase National Bank, the Equitable Trust Co., and a smaller
bank to consolidate into an institution .with resources of nearly
$3,000,000,000.
Do you believe, as a practical proposition, he could have avoided

granti4 that permission if he had felt himself it was an unwise
thing to do?
Governor YOUNG. I am hesitating to try to think of what they

could do.
Mr. GOLDS130ROUGH. What is that?
Governor YOUNG. I am trying to work out what they could do,

if he refused them.
Mr. GOLDSBOROUGH. You do not catch the force of what I had in

mind. I mean, would not the pressure, political and otherwise, on

a Comptroller of the Currency, in a ease of this kind, be so great

that he would practically be forced to grant it?
Governor YOUNG. No; I do not think so. The practical side of

it—
Mr. GOLDSBOROUGH. I was not asking about the practical side.

understand that. You can answer that way, if you wish.
Governor Yourto. In that case, Mr. Congressman, they could have

consolidated under a State charter and, under those conditions. the
comptroller would have had nothing to do with it.
Mr. GOLDSBOROUGH. Of course; now, this term "decentralization."

I find—decentralized trade areas—is being used a great deal. I mu

getting letters about it and bankers and individuals are talking to

me about it. I find it is a very attractive word.
But, is it any more valid than any other advertising slogan? For

instance, you see advertised the " Sunkist " orange, and I buy an
orange that is advertised as a Sunkist orange even if there is an-
other orange right beside it that looks just exactly like it, because

the slogan is extremely attractive.
Again, one man in Congress may call his element the progressive

element and another element standpatters, whereas his opponets call
themselves conservatives and his group radicals; in other words,
does this word "decentralized," used in connection with this inqurv,
mean anything at all except an endeavor to make a monopoly al-
tractive? Is not that all there is in it?
Governor YOUNG. Well, that is not my expression, Mr. Congress-

man.
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Mr. GOLDSBOROUGH. I did not intimate it was. But it was the
COmptroller's expression. According to his own statement, he is
more responsible than anyone else for this agitation.
Governor YOUNG. Well, if it describes it accurately—
Mr. GoLnsnortouGH. Well, does it describe a monopoly accurately

to say it is decentralized?
Governor YOUNG. I think what he has in mind is decentralization

from the very large centers within the United States—New York
and Chicago—where they have not gone into branch banking or
group banking.
Mr. GOLDSBOROUGH. If these areas are made flexible in size, will

they not inevitably grow larger?
Governor YOUNG. In my opinion, yes.
Mr. GOLDSBOROUGH. Which tends to the very centralization which

this proposed legislation is to do away with. Is not that true?
Governor YOUNG. That is true.
Mr. GOLDSBOROUGH. Then, what is the use of starting here and

saying we are trying to fix trade areas which will decentralize
Monopoly, when the inevitable drift, after we do it, is to go backto the same condition we are trying to get away from?
Governor Young. In those circumstances, I would suggest placinga limitation on it.
Mr. GOLDSBOROUGH. Is not this whole thing, as a matter of fact.

simpl3r an attempt to make universal branch banking—unlimited
branch banking—attraction, by starting it in a particular way?
Governor YOUNG. I think that is what will eventually develop, butI do not think this country is ready for that at the moment.
Mr. STEVENSON. Mr. Goldsborough, there is one question I forgot

to ask. Will you yield to me now ?
Mr. GOLDSBOROUGH. Yes.
Mr. STEVENSON. Suppose it is a State member bank. Of course,its charter would not extend beyond the limits of the State. There-fore this trade area limitation would not authorize a State member

bank to put a branch in another State. There would have to be some
State action there, would there not?
Take, for instance, New York and New Jersey. That is a good

instance of it right there. A State bank in New York, charteredby the State of New York, would not have the right, without the con-
sent of the State of New Jersey, to run a branch in the State of New
Jersey?
Mr. Wmao. I think 3rou are in error, there.
Mr. GOLDSBOROUGH. I have but six minutes left, Mr. Stevenson.
Mr. STEVENSON. I simply wanted to ask that question, but I donot want to enter into a discussion about it.
Mr. GOLDSBOROUGH. Governor Young, what I have in mind is, thatit seems to me in approaching this subject, we ought to do it withour eyes open—and for the present I am not aruing against branch

banking, but am suggesting that Comptroller dole's proposal raises
Clearly the issue as between monopolistic banking and unit banking.If it does, let us discuss it from that standpoint.
Mr. Pole has testified lie does not think there should be universalbranch banking. He is advocating what he calls trade areas. Thatis another attractive term. A trade area, within which everybodycan do business most conveniently, to a person who is not thinking
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about it, sounds attractive, but it does not mean anything, especially
when you say the size of the area shall be discretionary with some
body.
Governor YOUNG. He did not say that. I said that.
Mr. GOLDSBOROUGH. I know, but it is all in the course of the discus-

sion. I did npt say that he said that.
Now, Governor Young, Prof. John Dewey, who is certainly the

greatest modern philosopher and one of the most careful men I
know, in an article entitled "Individualism, Old and New," in the
New Republic, of January 27, makes this statement:

It was stated in a recent convention of bankers that 80 per cent of the
capitalization of all banks in the country is now in the hands of 12 financial
concerns. It is evident that actual control of the other 20 per cent, except for
neglibible institutions having only local importance, automatically ensues.

What do you think about the validity of that statement?
Governor YOUNG. I think the statement I left with the committee

the other day will show just the contrary. If I remember your
statement correctly, 12 financial—
Mr. GOLDSBOROUGH. Twelve financial concerns; yes.
Governor YOUNG. Own 80 per cent of the banking capital of the

United States.
Mr. GoLnsemouGH. Yes; that is the statement.
Governor YOUNG. The figures we have prepared do not show any

such conclusions.
Mr. GOLDSBOROUGH. I will approach it from another point of view,

because the question of monopoly is the one I have in mind. I think
you said, in your testimony, Governor, that the capital stock of the
banks of the country, roughly speaking, amounted to about
$5,000,000,000?

Governor YOUNG. I guessed at that. I have not checked that
figure.
Mr. GOLDSBOROUGH. I remember you did not claim the statement

to be accurate.
Governor YOUNG. Mr. Smead says probably around $4,000,000,000.

I just took it roughly, one-tenth of the total banking resources.
Mr. GOLDSBOROUGH. Now, the total capital of the banks of Greater

New York, alone, is $1,155,062,000, according to the figures furnished
to be my Mr. Smead, which would mean, of course, that /bore than
one-fourth of the total banking capital of the country is centered in
Greater New York alone.
The CHAIRMAN. It is now 1 o'clock.
Governor YOUNG. Mr. Congressman, can I just get the statement

again? Your statement was that the capital of the banks in the
city of Greater New York was $1,155,062,000?
MT. GOLDSBOROUGH. Yes.
Governor YOUNG. I have not that figure here, but that is approxi-

mately correct.
Mr. GOLDSBOROUGH. I will proceed a little further along that line

when we meet on Friday.
The CHAIRMAN. The committee will stand adjourned until Friday

at 10.30 o'clock.
(Whereupon, at 1 o'clock p. m. the committee adjourned to meet

at 10.30 o'clock a. m. on Friday, March 28, 1930.)

X
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TUESDAY, APRIL 1, 1930

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Washington, D. C.
;rile committee met in the committee room, Capitol, at 10.30
0 clock, a. m., Hon Louis T. McFadden (chairman), presiding.
The CHAIRMAN. The committee will come to order.

STATEMENT OF GOV. ROY A. YOUNG—Resumed

The CHAIRMAN. Mr. Goldsborough, when we closed last week,
You were asking questions of Governor Young. Do you wish to
continue now?
Mr. GOLDSBOROUGH. If it is agreeable.
The CHAIRMAN. Before you begin, however—Governor Young,

You have some papers you would like to submit for the record in
resionse to some previous requests for information?
(iovernor YOUNG. Yes; if I may, Mr. Chairman.
The CHAIRMAN. Suppose you submit them now.
Governor YOUNG. I should like to read this statement into the

record, because it contains some figures on which we were in doubtat the last meeting. It covers losses in failed national banks.
weongressrnan Steagall made the statement at the hearing last
ednesday that the total loss to depositors in national banks since

the enactment of the national bank act in 1863 amounted to only
about $80,000,000. The Comptroller of the Currency published a
88'atement in his annual report to Congress for the year ending
etober 31, 1929, which is incorporated on page 75 of his testimony,

and which shows that 815 receiverships paid 70.19 per cent of proven
.elaiins; and that, if offsets, loans paid, and other disbursements were
in,eluded, the total disbursements to creditors would show an average
79.13 per cent of proven claims. Possibly Congressman Steagall

um based his estimate on this percentage of the proven claims.
. I have obtained from the Comptroller of the Currency certain
Information which I wish to insert m the record showing the losses

t.he basis of actual deposits of failed banks. In this connection
; Wish to make clear the distinction between the total amount of
"Posits in failed national banks and the amount of proven claims
a;gainst failed national banks. There are numerous depositors who
ue not prove their claims against insolvent banks; and what would
?therwise be their share of the dividends paid go to the benefit of
'llose who do prove their claims. For this reason, the total amount
O' losses must be increased by the difference between the total
,a,!Uount of deposits and the total amount of proven claims. Even
bola is not absolutely accurate; because the figures given by the

691
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comptroller's office include in the amount of proven claims those
proven by secured depositors; whereas, the figures given for total
deposits do not include the amount of secured deposits. -
The total deposits of the 815 failed national banks fully liquidated

to October 31, 1929, were $312,358,671; whereas the total proven
claims amounted only to $275,449,496. Total dividends paid to
creditors, including secured creditors were $193,279,863. Thus the
total loss to unsecured creditors of these closed trusts on the basis of
dividends paid amounted to $119,078,808.
In addition to the above, there are 448 insolvent national banks in

process of liquidation, and the following figures are given with respect
to those:
Total deposits of 448 active receiverships 
Estimated total dividends to creditors of 448 active receiver- 

$229, 088, 269

ships   141 736, 812
Estimated loss to creditors of 448 active receiverships  

, 
87, 351, 457

Add the estimated losses of depositors and other creditors of na-
tional banks now in process of liquidation ($87,351,457) to losses of
depositors and other creditors of national banks completely liquidated
($119,078,808) and you have total actual and estimated losses to
creditors of national banks, amounting to $206,430,265.

While it is true that, for the banks in liquidation, the figures are
estimates; it is safe to assume that the liquidations will not exceed
the average for past years. Conditions have been much worse since
1920 than during the prior periods of liquidation, and it would seem
reasonable to expect that the average of dividends would be less.
Therefore, I believe that the figures for losses given are rather con-
servative.

If the Federal Government should undertake to set up a depositors
guaranty system, applicable to all national banks or to all member
banks of the Federal reserve system, it would be so attractive to
depositors that every bank in the United States would be compelled
either to join that system or to go out of business, with the result
that whatever system is devised would be compelled to guarantee
all deposits in the United States, or approximately $58,000,000,000
of deposits. It must also be understood that, in view of the enormous
growth in the total deposits of all banks, the annual losses would be
much greater than is indicated by the total losses from 1863 to date.
This is indicated by the fact that total bank deposits in 1890 amounted
to less than $5,000,000,000, whereas to-day the figure has grown to
$58,000,000,000.

Supplementing the figures as placed in the record on April 1, 1930,
with reference to the total amounts of estimated losses to depositors
of failed national banks since 1863, I have had compiled estimated
figures for total losses to State banks from 1864 to December 31,
1929.

While there are no accurate figures available for losses in State
banks, State superintendents up until 1896 reported to the Comp-
troller of the Currency total liabilities of failed State banks and
total dividends paid. On these figures from 1864 to 1896, inclusive,
the total liabilities of 1,234 failed State banks were $220,629,988.27,
and the total dividends paid during the same period were $100,088,-
726.09, showing a loss of $120,541,261.32 or 54.64 per cent loss. No
figures are given for dividends paid since 1896 but the total liabilities
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of failed State banks from 1897 to December 31, 1929, were
$12,130,613,648.27. Using the same percentage of loss for the years
, 897 to December 31, 1929, as used for the first .33 years, the total
less from 1897 to 1929 would be $1,164,167,297.41. Adding to this
Ihe loss for the first 33 years, $120,541,261.32, the total loss for the
o6-year period would be $1,284,708,558.73.
tk The other day I said I would get a pamphlet that was issued by
ne New York Stock Exchange in reference to call money. I have
secured that and would like to put that in the record at this point,
if I may.
The CHAIRMAN. By whom was that prepared?
Governor YOUNG. I think that is prepared by the committee on

Publicity of the New York Stock Exchange. I referred to it the
other day and said there was such a pamphlet.
I was also requested to get a digest of State laws relating to the

Purchase of corporate stocks by banks and trust companies. I have
a preliminary draft of that and I should like to put that in the record
at this point.
The CHAIRMAN. Those statements will be received and incorporatedin the record at this point.
(The papers referred to are here printed in full, as follows:)

[Reprinted by permission from the New York Times December 23, 1928]

CALL MONEY RATE IS PUZZLE TO MANY

Violent fluctuations recently in the rates of interest charged for funds employe':
eu,,,the stock market have focused attention upon the call money market, parti-
sTarlY as to the method by which the renewal rate is fixed on the New York
_beck Exchange. The widespread interest in the subject has been reflected in

,increasing number of inquiries received by the exchange from various parts
"' the country.
T.t a somewhat general misconception exists concerning the renewal rate is

looc 
'at

by the questions that are asked at the stock exchange and in brokerage
.„,',e.es• Under normal conditions, when there is no credit stringency, the whole
;Ject of call loans, which are the life blood of the stock market receives only
'aeseing attention from the average trader who looks upon these loans as merely

p_art of the mechanics of his operations.
or some months, however, the call money market has been a factor of para-

i'
u
..9unt interest to investors and speculators for the reason that the rates of
_terest have undergone drastic and frequent readjustment, thus exerting a
_Powerful influence upon the trend of prices on the stock exchange. Often the
Zvariations between the renewal rate and the rates established later in the day
ere so wide as to puzzle the new crop of traders in Wall Street.

RENEWAL RATE

The renewal rate, it was pointed out at the stock exchange last week, represents
in the opinion of a committee of experts, is a fair charge for the renewal of

loans. Borrowers and lenders are not obliged to accept it. If a lender feels
rat the suggested rate is too low, he is privileged to refuse to renew loans at that

and if a borrower considers the rate too high he is at liberty to pay off
'18_10an and arrange a new loan in the call money market.

Wall Street gets its first official information as to the position of the call money
:';',.et when, at 10.40 o'clock every morning, the renewal rate is announced
el Ihe stock ticker. This rate is fixed by the executive committee of the stock
ea rIng corporation, a subsidiary of the stock exchange. The committee is made
13 Of Samuel F. Streit, president of the clearing corporation; E. H. H. Simmons,

!cient of the stock exchange; Robert R. Atterbury, Robert Gibson, and
b„111"anl A. Greer. It arrives at its decision after examining all available data
,ari1116 — on the supply of funds and the possible borrowing requirements. Fre-
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quently, before announcing the rate, the committee consults bankers, officials
of other lending institutions and large borrowers.

OPINION OF EXPERTS

"The renewal rate as posted on the floor of the exchange each morning," 8
spokesman for the institution explained, "is merely the opinion of experts, the

demonstrated fairness of which over a period of years has won the confidence of

lending bankers and borrowing brokers.
"The present practice of suggesting a renewal rate resulted from the experience

of the informal money committee instituted with the full understanding of the

Treasury Department during the Government war financing. It was found that

the wide and unsettling fluctuations of call-money rates and the confusion anti
friction which characterized the pre-war call-money market under the old hap-

hazard practice could be avoided by a rate suggested by experts in possession 9 
all pertinent data. So about five and a half years ago, there was formed this

committee of experienced men to have before them daily complete information

with respect to the supply of loanable funds and the demand therefor, and all
other relevant data, and to announce at exactly 10.40 on every full business

day their opinion of a fair rate for the renewal of call loans.
"All lending banks in the financial district arrange with one or more stock

exchange member firms to handle their call loans on the floor of the exchange.
The procedure is for the bank to telephone to the office of the stock exchange
member instructions to lend a sum of money at the current or at a specific rate.

These instructions are relayed in turn to the money desk on the floor of the
exchange, where they are duly recorded. In like manner, the borrowing broker

files at the money desk a memorandum stating how much money he requires.

Thus lender and borrower meet in their turn and both are promptly notified 
of

the identity of the other party to the transaction by the money clerk of 
the

exchange.
SUBSECUENT FLUCTUATION

"After the renewal rate has been posted, the rate for new loans may fluctuate

with the constantly changing conditions of supply and demand.
"It might be timely to consider the reason for the call-money rate fluctuation

more widely than any other money rate in the world, inasmuch as a gene
re4

misapprehension of this phenomenon has provoked a great deal of criticism. ,
"Eccentricity seems to be inherent in the interest rate for call loans because it

is the resultant of two forces of supply and demand, unrelated in this unique

instance. Every contract made on the exchange is completed and the securities

are delivered and paid for on the full business day next following. It is thug

seen that a day of heavy liquidation on the part of customers of New York Stool!

Exchange firms will cause a material shrinkage in credit requirements, necessi-

tating the paying off of loans and the recovery of securities to be delivered against

the previous day's sales. On the demand side, therefore, we see the possibilitY

of material overnight changes due to either a heavy liquidation of speculativ
elY

held securities or a sudden wave of speculative enthusiasm.

DEMAND AND SUPPLY

"Thus on the demand side of the transaction we have the brokers' 
credit

requirements changing from day to day with the constantly shifting speculativ,

position of their customers. The day loan, therefore, is admirably suited to their

need of daily adjustment.
"On the other hand the supply of call money is regulated solely by the reserve

position of the banks throughout the country and their natural desire to make full

use of their lending power right up to the limit set by their reserve requirements

and bear no relation to stock market needs. This unresponsiveness of credit

supply to demand is peculiar to brokers' loans and is largely due to their exclus
ion

from the Federal reserve rediscount privileges."
President Simmons of the stock exchange in his last annual report drew Olen'

tion to the "accuracy with which the renewal rates are regularly made," point
ing

out that in 1927 the "annual average rate on renewed call loans was 
4.076 peT

cent, while the annual average rate on new call loans was 4.084 per cent, 
thus,'

he added, "renewal rates were, over the year, wit
hin 0.008 of 1 per cent of nese

loan rates."
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DIGEST OF STATE LAW'S RELATING TO THE PURCHASE OF CORPORATE STOCKS BY

BANKS AND TRUST COMPANIES

(Preliminary draft, subject to verification)

There is given below a preliminary draft of a digest of the State laws relatingto the power of banks and trust companies to invest in or purchase stocks in other
e2,rporations, including stocks in other banks or trust companies. This digest,
,.":11loil shows the status of State legislation dealing with the purchase of corporate
°Kicks by banks and trust companies as of March 1, 1930, was prepared in its
present form in the office of the counsel to the Federal Reserve Board and will besubmitted to the counsel to the various Federal reserve banks, who are especially
familiar with the laws of the States in their respective Federal reserve districts,
br a final check as to its accuracy. When the Federal reserve bank counsel have
aropleted their check of the digest, revised copies thereof will be furnished to the‘,02.nrnittee on Banking and Currency of the House of Representatives.

'O Vest 
he digest does not cover permission granted to banks and trust companies to

u_vest in or purchase stocks in municipal or other public corporations. Federal
fbese,rvelbanks, joint-stock land banks, corporations engaged principally in foreign
sanKing operations, safe-deposit companies, or similar institutions affiliated in
Otoe respects with the business of banking.

SUMMARY OF LEGISLATION IN VARIOUS STATES

STATES HAVING LEGISLATION PERMITTING PURCHASE OF CORPORATE STOCKS

13Y both banks and trust companies:
Arizona.
Connecticut. Amount of purchase limited.
Delaware. Amount of purchase limited.
Louisiana.
New Jersey.
Pennsylvania. Apparent conflict in laws of this State, as other provisions

prohibit banks from purchasing stocks.
Tennessee.
Texas. Amount of purchase of bank stock limited.
Utah.

Total, 9.
BY banks only:

Alabama. Bank stock only may be purchased and amount liinited.
California. Stock of only one trust company may be purchased and amount
limited.

Florida. Apparent conflict in laws. Savings banks only may purchase
stocks; but other provisions also prohibit them from doing so.

Massachusetts. Savings banks only may purchase stocks in certain trust
companies and national banks within certain limitations.

New Hampshire. Savings banks only and savings departments of banks may
invest in stocks of banks, trust companies, and certain other corporations,
subject to certain limitations.

North Carolina. Purchase restricted to "central reserve bank" and corpora-
tion owning land or building used by bank.

Ohio. Savings banks only may purchase stock of certain companies, but not
bank or trust company stock.

Rhode Island.. Probably authorized by implication to purchase stocks;
but savings banks and banks receiving savings deposits specifically author-
ized to purchase bank, trust company, and steam-railroad stocks.

South Carolina.
Vermont. Amount of purchase limited.
Virginia.
West Virginia. May "invest" in bank stocks.
Total, 12.

8y trust companies only:
Arkansas.
Colorado.
Florida. Apparent conflict in laws. Other provisions prohibit purchase of

stocks.
Georgia.
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By trust companies only—Continued.
Kansas. Amount of purchase limited.
Maryland.
Massachusetts. Amount of purchase limited.
Missouri. Amount of purchase limited.
Montana.
Nebraska.
New Hampshire. Amount of purchase limited.
New York. Amount of purchase limited.
Ohio. All stocks except bank stocks may be purchased.
Oklahoma. All stocks except bank and trust company stocks may be pur-

chased.
Rhode Island. Probably authorized by implication to purchase stocks; but
savings deposits of trust companies specifically permitted to be invested
in bank and trust company and steam-railroad stocks.

West Virginia. May purchase limited amount in "business corporations"
and may purchase bank stocks for "investment."

Total, 16.

STATES HAVING LEGISLATION PROHIBITING PURCHASE OF CORPORATE STOCKS

By both banks and trust companies:
Florida. Apparent conflict in laws of this State, as other provisions authorize

savings banks and trust companies to purchase corporate stocks.
Mississippi. Prohibition is against purchase of bank stocks.
Oregon.
Ohio. A savings bank, however, can purchase stock in certain "companies,
and a trust company in any corporation; but neither can purchase bank
or trust company stock.

South Dakota.
Washington.

Total, 6.
By banks proper:

Colorado.
Georgia.
Idaho. Prohibition is against purchase of bank stock.
Kansas.
Montana.
Nebraska.
Nevada.
North Dakota.
Oklahoma.
Pennsylvania. Apparent conflict. in laws of this State, as other provisions

authorize "corporations organized for profit" to purchase stocks.
Wisconsin. No provisions prohibiting banks proper; but mutual savings 
banks expressly prohibited from investing in corporate stocks.

Wyoming.
Total, 12.

By trust companies:
There do not appear to be any States having legislation prohibiting

trust companies alone from purchasing corporate stocks.

STATES HAVING NO SPECIFIC LEGISLATION ON SUBJECT

Covering both banks and trust companies:
Illinois.
Indiana.
Iowa.
Kentucky.
Maine. However, purchase of corporate stocks probably authorized by
implication.

Michigan.
Minnesota.
New Mexico.
Wisconsin. No provisions covering banks proper; but mutual savings !Dania

expressly prohibited from investing in corporate stocks.
Total, 9.



Via OIMPI. WIGia gild1112nrsa eia 1r,t4%40"ibi%;

BRANCH, CHAIN, AND GROUP BANKING 597

Covering only banks proper:
Arkansas.
Maryland.
Massachusetts. No 'provisions covering banks proper; but savings banks
and trust companies may purchase stocks.

Missouri.
New Hampshire. No provisions covering banks proper; but savings banks
and savings departments of banks and trust companies may invest in

stocks of banks, trust companies, and certain other corporations, subject
to certain limitations.

ir- New York.
Rhode Island. No provisions covering banks proper; but probably can pur-

chase stocks by implication; however, savings banks and savings depart-

ments of banks and trust companies may purchase bank, trust company,
and steam railroad stocks.

s" Total, 7.Covering
Alabama.

only trust companies:

California.
Idaho.
Nevada.
North Carolina.ize North Dakota.
South Carolina.
Vermont.

it Virginia.
s, Wyoming.
oak Total, 10.

DRS

ago

K

ALABAMA

b_Purchase of bank stock permitted if not in excess of 25 per cent of purchasing
:S capital and 10 per cent of other bank's capital.—"* * * No bank shall
7:40.scribe for or own exceeding 10 per cent of the capital stock of any other bank,

ltivest or have invested an amount exceeding in the aggregate 25 per cent of its
rn Paid-in capital stock in the capital stock of any other bank or banks. Any
,s_ank acquiring capital stock in any other bank in the usual course of business inDa acquiring

of an indebtedness owing to it, must sell such portion of said stock
" is in excess of the amount which it is permitted to hold and own as hereinPro*, .ued within one year from the time the same is acquired. Any bank failing

sell any such excess stock within the time herein directed, shall forfeit to theSt 
sell

an amount equal to the face value of such excess stock held by it, which
';'513. the superintendent shall sue to recover in the name of the State in any

St having jurisdiction, and the amount recovered shall be paid into the
°fate treasury." (Civil Code of Alabama, sec. 6355; Combined Banking Laws

Alabama, 1928, sec. 6355, p. 25.)

ARIZONA

Purchase of bank or trust company stocks permitted.—"No bank, loan, or trust
companyh or association, organized under the laws of the State of Arizona, may
evul'ellase, own hold, and sell or otherwise dispose of any of the shares of the
enital stock Of any other bank, loan, or trust company or association or other
"rPeration; unless, such purchase shall be authorized by the executive com-
Intittek ee or approved by the board of 

directors; and in case the purchase is ofst,n •
b„ m any other banking corporation the approval of said purchase must also
1;nead from the superintendent of banks." (Laws of 1922, ch. 31, sec. 20, p.
°u,.,; Banking Laws, 1922, sec. 20, p• 17.)
t. Savings banks are prohibited "to invest or loan any of its capital, or any ofhe Money of its depositors in the shares, stocks, or bonds of any mine or miningo

by InPany or oil company." (Laws of 1922, ch. 31, sec. 26 (8), p. 134; BankingLaws, 1922, sec. 26 (8), p. 20.)
ARKANSAS

4,....13C.Inks—no specific statutory provisions.—There are no statutes in this State
trelfically authorizing banks to purchase the kinds of corporate stocks covered
:J_Y this digest. However, no bank shall employ its moneys, directly or indirectly,
,..Vrade or commerce by buying and selling goods, chattels, wares, and merchan-
"'", nor be the purchaser or holder of its own capital stock, unless such security
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or purchase shall be necessary to prevent loss upon a debt previously contracted
in good faith; and stock so purchased or acquired shall, within 12 months of its
purchase, be sold or disposed of at private sale; after the expiration of said 12.
months any such stock shall not be considered as part of the assets of any bank.
Provided, That it may hold and sell all kinds of property that may come into it
possession as collateral security for loans or any ordinary collection or debts, is
the manner provided by law. Provided further, That any goods or chattels
coming into its possession as aforesaid shall be disposed of as soon as possible,
and after twelve months from the date of acquirement shall cease to be reckoned

as a part of its assets." (C. & M. Dig., sec. 695; Banking Laws, 1929, sec. 26,
p. 18.)

Trust companies—Purchase of stocks permitted.—Trust companies are author-
ized "to buy and sell all kinds of * * * stocks, and other investment secur-

ities." (Act of April 13, 1903, sec. 2, p. 228, as amended by acts of 1923, act 627,
sec. 10; Banking Laws, 1929, sec. 135 (9), p. 102.)

CALIFORNIA

Banks—general power to purchase corporate stocks denied.—"No bank shall'
except as otherwise provided in this act, purchase or invest its capital or surplus
or money of its depositors, or any part of either, in the capital stock of anY
corporation unless the purchase or acquisition of such capital stock shall he
necessary to prevent loss to the bank on an obligation owned or on a debt previ-
ously contracted in good faith. Any capital stock so purchased or acquired

shall be sold by such bank within six months thereafter if it can be sold for the
amount of the claim of such bank against it; and all capital stock thus purchased
or acquired must be sold for the best price obtainable by said bank within three
years after such purchase or acquisition unless the superintendent of bankS
shall extend the time of its sale for a period not to exceed two years." (General
Laws, 1923, Act No. 652; bank act, 1929, sec. 37, p. 36.)
Exception—Stock in one trust company.—"Any bank, with the previous written

consent of the superintendent of banks, may purchase or otherwise acquire and
hold the whole or any part of the capital stock of not more than one trust conr
pany organized and existing under the laws of this State, and doing business.
in the same county in which the principal place of business of such bank is located
Provided, however, That not more than an amount equal to 25 per cent of the

capital and surplus of any such bank may be at any one time invested in the

capital stock of such trust company or such other corporation." (General
Laws, 1923, Act No. 652; bank act, 1929, sec. 37, p. 36.)

COLORADO

Banks may not purchase corporate stocks.—"No bank shall purchase its oval
stock, nor the stock of any other corporation, except such as it may necessarilY

acquire in the protection or satisfaction of previously existing loans made In
good faith. Any stock so acquired shall be sold by the bank within three years,

and sooner if it can be done without impairing the bank's investment in the

same." (Compiled Laws of Colorado, 1921, sec. 2683; Banking Laws, 1928,

sec. 33 p. 19).
Trust companies authorized to buy and sell stocks.—"All trust companies incor-

porated under the provisions of this act are duly authorized:
* * * * * * *

"Seventh. To purchase, invest in and sell stocks * * *." (Compiled Laws

of Colorado, 1921, sec. 2765; Banking Laws, 1928, sec. 128, p. 66.)

CONNECTICUT

Purchase of corporate stocks permitted up to certain amount.—Banks and trust

companies "* * * may purchase and hold corporate securities of any de-
scription, provided the total amount at the purchase price invested in corporate
stocks shall at no time exceed 25 per cent of its combined capital, surplus, and

undivided profits, and provided its investment in the stock of any one corpora-

tion shall not exceed 10 per cent of the stock of that corporation or exceed 10

per cent of the percentage prescribed herein, whichever may be the greater.

* * *" (General Statutes of Connecticut, sec. 3955, as amended by Laws of

1927, ch. 251; Banking Laws, 1929, sec. 3955, p. 9.)
Savings banks and banks and trust companies. maintaining savings depart-

nients may make limited investments of their savings deposits in the stocks of
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certain banks located in the State of Connecticut and certain cities in other
n et". (General Statutes of Connecticut, sec. 3928, and sec. 3972 (27) as'Mended by Laws of 1929, ch. 279; Banking Laws, 1929, sec. 3928, P. 20; and sec.3972 (27), p. 52.)

DELAWARE

sh,.B,, 
invest 

and trust companies may purchase stock.—"No bank or trust company
vest more than. 25 per cent of its total capital, surplus, and undividedPro"fiutsin the stock, bonds, or other obligations of any one corporation or political!„.1.4,Ity or political division except bonds or other obligations of the United States,"8;._I 1e State of Delaware, or of any county, city, town, or school district in this

"le.' (Act of March 31, 1921, sec. 13; Banking Laws, 1929, p. 26.)

FLORIDA .

to Banks and trust companies may not purchase stock.—"That it shall be unlawful
b„r ,any bank or trust company organized under the laws of this State and doing
olre'ness in this State, to directly or indirectly invest any of the funds of said banktrust company in stock of any incorporated company in this State or else-where * * *I,
6084.) (Compiled General Laws of Florida, 1930 Supplement, sec.

in Savings banks may purchase bank stock.—"The capital and deposits and the"come derived therefrom shall be invested only as follows:
* * * * * * *

0,,‘`,1• In the stock of any bank incorporated under the authority of the State,La.r e stock of any banking association incorporated under the authority of the.%nited States * * *.,, (Compiled General Laws of Florida, 1927, sec. 6120;naking Laws, 1926, p. 30.)511'8tT companies may purchase stocks.—" Every trust company organized under•
In pursuance of this article shall have power:

* * * * * *2L." (10) To purchase, invest in, and sell stocks * * *, (Compiled General
--"N" of Florida, 1930 Supplement, sec. 6126 (10).

„YoTE.—It will be observed that apparently there is a conflict in the laws of"Auls State with reference to the power of trust companies to purchase stocks.fc',11 explanation of this apparent conflict has been requested of the counsel to the4'ederal Reserve Bank of Atlanta, in whose district the State of Florida is situated.

GEORGIA

t
'Flanks may riot purchase stock.—"No bank shall subscribe for, purchase, orleld stock in any other bank * * * nor in any other corporation unless

e e Same shall have been transferred to it in satisfaction of a debt previouslyi_ontraeted, or shall have been purchased at a sale under a power contained ina note or other instrument by which it was pledged to the bank or under ar
n
Igrnetit or decree in its favor, and all such stock shall be disposed of by thef,a_k within six months, unless the superintendent of banks shall extend the time

\("169).) good cause shown. * * *" (Georgia Code, 1930 Supplement, sec. 2366

CO Trust companies may purchase stock.—" Dealing in stocks and bonds: Trustts_rnPanies, operating as investment bankers, and maintaining departments for" Purchase and sale of securities, may purchase for resale whole issues or.1)arts of issues of stocks, bonds and debentures of industrial, railroad and publictrlee corporations and other investment securities, and may resell and deal inof ebsainei, under such regulations as may be prescribed by the superintendent
anks• (Trust company act of 1927, sec. 5A.)

IDAHO

si Purchase of bank stock prohibited.—"No bank shall * * * purchase anynires of * * * any other bank wherever organized, or situated * * *htliess such * * * purchase shall be necessary to prevent loss upon a debt!ously contracted in good faith; and stock so purchased * * * shallOrl‘niii six months from the date of acquirement be sold or disposed of at publico Private sale; after the expiration of six months any such stock shall not beidered as a part of the assets of such bank." (Laws of 1925, ch. 133, p.4"1; Bank Code, 1925, sec. 29, p. 18.)
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ILLINOIS

No statutory provisions.—The statutes of Illinois contain no provisions autho'
izing or prohibiting banks or trust companies to purchase corporate stocks.

INDIANA

No statutory provisions.—The laws of Indiana contain no provisions authoril
ing or prohibiting banks or trust companies to purchase corporate stocks.

IOWA

No statutory provisions.—There do not appear to be statutory provisions ill

this State authorizing banks and trust companies generally to purchase corpo'
rate stocks. Banks and trust companies, however, are empowered "to purchas°!
invest in, and sell promissory notes, bills of exchange, bonds, mortgages, and
other securities." (Iowa Code, 1927, sec. 9284 (5); Banking Laws, 1929, sec.

9284 (5), p. 47.)
KANSAS

Banks may not purchase corporate stocks.—"No bank shall employ its moneys,

directly or indirectly, in trade or commerce, by buying and selling goods, chat-

tels, wares and merchandise, and shall not invest any of its funds in the stock

of any other bank or corporation * * *." (Session Laws of Kansas, 1927,
p. 126; Banking Laws, 1929, sec. 11, p. 6.)

Trust companies authorized to purchase stock.—"The purposes for which trust

companies may be formed are:
• • • • • •

"Eighth, * * * to buy and sell all kinds of Government, State, countY,
municipal, and corporation bonds, and all kinds of negotiable and nonnegoti

able

paper, securities, and stocks: Provided, That the total investment of any such

trust company in bank stock shall at no time exceed one-fourth its paid-UP

capital stock: * * * Provided, That the total investment in bank stock

held by any trust company in excess of one-fourth of its capital shall be 
dis-

posed of within two years from the passage of this act." (Laws of Kansas, 
1901,

ch. 407, as amended; Banking Laws, 1929, sec. 2, pp. 38 and 39.)

KENTUCKY

No statutory provisions.—The laws of Kentucky contain no specific pr
ovisiors

with reference to the purchase of corporate stocks by banks or trust 
companies.

With reference to banks, the law does provide that no bank shall employ its

moneys, directly or indirectly, in any enterprise or business except as 
authorized

by law. (Carroll's Kentucky Statutes, 1930, secs. 579 and 582; Banking Laws,

1926, secs. 579 and 582.)
Trust companies are not authorized expressly to purchase corporate stochl •

but the law does provide that "the capital stock of a trust company, and 
the

funds in its possession, not held in a fiduciary capacity, may be invested in such

manner as the directors deem prudent and safe; * * *." (Carroll's KentuckY

Statutes, 1930, secs. 606 and 614; Banking Laws, 1926, secs. 606 and 614.)

LOUISIANA

Purchase of any corporate stocks permitted.—Any corporation "conducting

savings, safe deposit, and trust banking business in any of its branches" is eir

powered "to receive, hold, purchase, acquire, and convey, by and under 
their

corporate name, such property, real and personal, including bonds, stocks, and

securities of the United States, or of any of the United States, or of any corporr

tion, board, or body, public or private .thereof, as may be necessary, proper, or

convenient to the objects of the association, and to exercise in relation 
thereto,

all the direct and incidental rights of ownership." (Laws of 1902, Act. 
No. 41,

sec. 1 (2), p. 59; Banking Laws, 1928, sec. 1 (2), p. 26.)

The act approved July 18, 1928 (Act No. 221, Session Laws of 1928), 
wide

has to do with the manner of arriving at the value of shares of stock of 
banking

institutions for taxation purposes, recognizes that banking institutions have 
the

power to purchase stocks in other corporations. In dealing with the various

deductions that a banking institution may /Slake, this act provides that 
"the

capital stock and obligations of any corporations, all the capital stoc
k (
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Which * * is owned by said bank, banking company, firm, association, or
corporation" may be deducted.

MAINE

No express authorization but apparently purchase permitted by implication.—TheIRWB of Maine do not contain any provisions expressly authorizing banking insti-tutions to purchase corporate stocks, but the following provision appears to give
such power by implication: to hold and enjoy all such estate, real, personal,

and mixed, as may be obtained by the investment of its capitsl stock or any otherial
oneys and funds that may come into its possession in the course of its business.12d dealings, and the same sell, grant, and dispose of: * * *." (Public Laws1923, ch. 144, sec. 61: Banking Laws, 1927, sec. 61, p. 41.)

MARYLAND

Purchase of corporate stocks permitted to trust companies.—Trust companies are
g„iven the power "to exercise, by its directors, duly authorized officers, or agents,

such powers as shall be usual in carrying on the business of banking. * * *
tuiy Purchasing, investing in, and selling stocks, * * * and other securi-

48(9)*, (Bagby's Code, article 11, sec. 46; Banking Laws, 1927, sec.

MASSACHUSETTS

Purchase of corporate stocks by trust companies permitted.—A trust company* *.n invest its moneys or credits, whether capital or general deposits,
the stocks, bonds, or other evidences of indebtedness of corporations or oft,tSsociations or trusts, * * *." (General Laws, ch. 172, sec. 33; Trust

"rnpany Pamphlet Laws, sec. 33, p. 21.)
Limitation upon purchase of stock in other trust companies.—"No trust company

Shall hold more than 10 per cent of the capital stock of any other trust company."(General Laws, ch. 172, sec. 43; Trust Company Pamphlet Laws, sec. 43, p. 23.)
A 'Savings banks may purchase bank stocks.—Savings banks may invest their
ueposits and income derived therefrom—

Inb  the stock of a trust company incorporated under the laws of and doing
.usiness within this Commonwealth, or in the stock of a national banking asso-
eiation located in the New England States and incorporated under the authority
°I the United States, which has paid dividends of not less than 4 per cent thereinIfl Cash in each of the five years next preceding the date of such investment andthe amount of whose surplus is at least equal to 50 per cent of its capital; buta 
savings bank shall not hold, both by way of investment and as security for

,,s'ans> more than 25 per cent of the stock of any one such company or association,ior shall it hold by way of investment stock of such companies and associations
having an aggregate initial cost in excess of 15 per cent of the deposits of suchB 
avings bank, or stock of any one such company of association having an initialcost in excess of 1 per cent of the deposits aforesaid." (General Laws, ch. 168,
re. 54, (7th), as amended by acts of 1929, ch. 315, sec. 1; Savings Bank Pamphlet
'aws, sec. 54 (7th), p. 39.)

MICHIGAN

Arp statutory provisions.—The statutes of Michigan contain no provisions au-
rising or prohibiting banks or trust companies to purchase the capital stock

ot other corporations.
MINNESOTA

.No statutory provisions.—The laws of Minnesota contain no provisions author-izing or prohibiting banks or trust companies to purchase corporate stocks.

MISSISSIPPI

,Purchase of bank stock prohibited.—" No part of the stock of any bank * * *
Snail be owned by any bank under the provisions of this act. Any such stock
carned by any bank at the time this act takes effect shall be disposed of within

Months after such time. In cases where such stock is taken as collateral and
'le Purchase thereof shall be necessary to prevent loss upon a debt previously
ce.ntracted in good faith, then in such cases such stock shall be sold by the bank
?iithin 12 months from the time that it was required. A violation of this section
P3' any bank or banks under the provisions of this act shall be constituted a
breach of law and subject any such bank or banks to liquidation and forfeit
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of their respective charters." (Laws of Mississippi, 1922, ch. 172, sec. 49;
Brown's 1925 Mississippi and Federal Statutes Pertaining to Banks and Banking

p. 71.)
The term "bank" as used in the laws of Mississippi includes trust companies

and savings banks. (Laws of Mississippi 1914, ch. 124, sec. 66; Brown's 1925
Mississippi and Federal Statutes Pertaining to Banks and Banking, p. 72.)

MISSOURI

Purchase by trust companies of corporate stock limited.—A trust company "shall

not invest or keep invested in the stock of any private corporation an amount.

in excess of 15 per cent of the capital and surplus fund of such trust company,
nor shall it purchase or continue to hold stock of another bank or trust companY

if by such purchase or continued investment the total stock of such other bank
or trust company owned and held by it as collateral will exceed 15 per cent of

the stock of such other bank or trust company: Provided, however, That this

limitation shall not apply * * * to the ownership by such trust company or

its stockholders of a part or all of the capital stock of one bank organized uncle!

the laws of the United States or of this State." (Revised Statutes of Missouri,

1919, sec. 11807, as amended by Laws of 1927, p. 241.)
There are no statutory provisions in this State governing the purchase of cor-

porate stocks by banks; and the Missouri courts have held that in the absence

of express authority, one bank can not purchase the shares of stock of another

bank.
MONTANA

Banks prohibited from purchasing stock.—"No commercial or savings bank shall

purchase or invest its capital or surplus, or money of its depositors, or any part
of either, in the capital stock of any corporation, unless the purchase or acqui-
sition of such capital stock shall be necessary to prevent loss to the bank on a deb

t

previously contracted in good faith. Any capital stock so purchased or acquired

shall be sold by such bank within six months thereafter, it it can be sold for th
e

amount of the claim of such bank against it; and all capital stock thus purchased

or acquired must be sold for the best price obtainable by said bank within 
one

year after such purchase or acquisition. Every person or corporation violating

any provision of this section shall forfeit to the State twice the nominal 
amount

of such stock." (Laws of Montana, 1927, ch. 89, sec. 39; Banking Laws, 1927,

sec. 39, p. 32.)
Trust companies authorized to purchase stock.—The laws of Montana authorize

the organization of trust companies which may invest in corporate stocks 
and

other securities and also provides as follows: The board of directors of any such

corporation [trust company] is authorized to invest the capital and assets of sal!

corporation * * * in * * * stocks and bonds of corporations * * *.
(Laws of Montana, 1927, ch. 89, sec. 4 (c) (8) and sec. 26; Banking Laws

,

1927, sec. 4 (c) (8) and sec. 26.)
Investment companies may purchase stocks.—The laws of Montana authorize

the formation of investment companies with the power to receive deposits.

These companies are authorized to buy and sell stocks as well as other securities.

(Laws of Montana, 1927, ch. 89, sec. 4 (d); Banking Laws, 1927, sec. 4 (d).

NEBRASKA

Banks—Purchase of corporate stocks prohibited.—" No corporation transacting

a banking business shall * * * be the purchaser or holder of * * * the

shares of any corporation, unless such * * * purchase shall be necessary to

prevent loss upon a debt previouslyiu contracted n good faith; and such stock so

purchased or acquired shall, within six months from the time of its purchase be

sold or disposed of at public or private sale; or in default thereof, a receiver may

be appointed to close up the business of the bank: Provided, In no case shall th
e

amount of stock so held exceed 10 per cent of the paid-up capital of such bank."
(Comp. Stat. of Nebraska, 1922, sec. 8006; Banking Laws, 1929, sec. 8006, p. 12.)

Trust companies—Purchase of corporate stocks permitted.—Trust companies

have the power "to buy, hold and own and sell * * * stocks, * * * and

other investment securities." (Comp. Stat. of Nebraska, 1922, sec. 8008, as

amended by Laws of 1927, act approved April 20, 1927.)
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NEVADA

Purchase of corporate stocks prohibited.-" No bank shall employ its moneys,
uwireutly or indirectly, in trade or commerce by buying or selling goods, chattel
arcs, or merchandise, and shall not invest any of its funds in the stock of anysoeank or trust company or corporation, * * *." (Revised Laws of 1912,
c• 13, p. 195, as amended, Laws of 1915, p. 32; Banking Laws, 1927, sec. 13,

NEW HAMPSHIRE

_ Purchase of corporate stocks permitted.-Trust companies are authorized and
r
L
liPowered to negotiate, purchase, and sell stocks, bonds, and other evidences, debt; to do a general banking business; and to conduct a savings department."

(Public Laws, ch. 265, sec. 31; Banking Laws, 1929, sec. 31, p. 41.)
Limitation upon such purchase.-"The total liabilities of a person, firm or cor-

Poration, including in the liabilities of a firm the tiabilities of its several members,f r_money borrowed of the commercial department of a trust company or othercorporation of a similar character, whether organized under the provisions of thisChapter or otherwise, shall at no time exceed 10 per cent of its capital stockactually paid in and surplus, nor shall such corporation purchase or hold, by wa,y
investment, the stocks and bonds of any corporation to an amount in excessof said 10 per cent." (Public Laws, ch. 265, sec. 37; Banking Laws, 1929, sec.

• ,P. 42.)
• oacings banks and savings departments of banks and trust companies.-Subject

certain limitations, savings banks and savings departments of banking and trustcompanies may invest .n the capital stock of banks, trust companies and certain
Other corporations. How ever,such investments are limited, in the case of any
sune corporation, to 5 per cent of the deposits of the purchasing savings banks ora 

:jugs departments of banking and trust companies. (Public Laws, ch. 260,se
• 16, ch. 262, secs. 1, 7, 8, 9, 12, 13, 14, 15; Banking Laws, 1929, sec. 16, p. 7:

*ecs. 1, 7, 8, 9, 12, 13, 14, 15, and pp. 20, 23-29.)

NEW JERSEY

13anks and trust companies authorized to purchase corporate stocks.-Banks
*audition to the power and authority now conferred upon them, shall be authorized

Purchase, invest in and sell stocks of corporations." (Laws of 1927, ch. 12;
banking Laws, 1928, sec. 10, p. 54.)a Trust companies are authorized "to purchase, invest in and sell stocks * *,nd other securities; * * *." (Laws of 1899, ch. 174, sec. 6 (10); Banking
'Jaws, 1928, sec. 6 (10), p. 66.)

NEW MEXICO

of ?9 statutory provisions.-There do not appear to be any provisions in the laws
ew Mexico expressly permitting or prohibiting banks and trust companies to

rruhase corporate stocks. Trust companies, however, are authorized * * *
Purchase, invest in, and sell all kinds of * * * investment securities."

r'caws of 1915, ch. 67, sec. 60(7); Bank Code, 1929, sec. 60 (7), p. 22); and with
82"erence to banks, the laws of New Mexico provide that "* * * no bank_uall at any time have invested more than 30 per cent of its unimpaired capital
'11(1 surplus in the notes, bonds or other securities of any person, firm or corpora-
15°3 * * * " (Laws of 1929, ch. 131, sec. 9; Bank Code, 1929, sec. 36, p.

NEW YORK

„, Trust companies permitted to purchase stocks.-"* * * every trust company
auoall, subject to the restrictions and limitations contained" the laws, have theDwsr "to purchase, invest in, and sell stocks * * * and other securities;

s." (Banking Law, sec. 185 (9)).
o_mmitation upon purchase of corporate stocks.-A trust company "shall not invest
0' keep invested in the stock of any private corporation an amount in excess of
2' Per cent of the capital and surplus of such trust company; nor shall it purchaser continue to hold stock of another moneyed corporation if by such purchase or
,scuntinued investment the total stock of such other moneyed corporation owned
40.111d held by it as collateral will exceed 10 per cent of the stock of such other
"eyed corporation, provided, however, that this limitation shall not apply to

100136-30-vm 1 pr 6-2
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the ownership of, and such trust company may to the extent of 10 per cent of its
capital and surplus purchase, acquire, hold and own, and exercise in respect thereof

all the rights, powers, and privileges applicable to the ownership of, * * * all

or any part of the capital stock of an investment company * * *." (Bank-
ing Law, sec. 190.) . .
Banks—No statutory provisions, but purchase generally of corporate stocks held

prohibited.—There are no provisions in the laws of New 1 ork expressly permit-
ting or prohibiti9 the purchase of the kinds of corporate stocks contemplated

by this digest. 'the only provisions affecting banks are those authorizing the

purchase of Federal reserve bank stock and stock in safe-deposit and investment
companies. (Banking Law, sec. 106.)
The banking department of the State of New York holds that banks have no

authority to buy stocks other than those classes above referred to, and the courts

in this State have rendered decisions to the effect that banks can not purchase

stocks of other corporations for the purpose of selling at a profit, can not become
stockholders in a railroad corporation, and can not purchase State stocks to sell

at a profit.
NORTH CAROLINA

Banking institutions may 
i 
purchase corporate stocks and certain bank stocks.—

"No bank shall make any investment in the capital stock of any other State or
national bank: Provided, That nothing herein shall be construed to prevent the
subscribing to or purchasing of the capital stock of * * * central reserve
banks, having a capital stock of more than $1,000,000, by banks doing business
under this act, upon such terms as may be agreed upon. To constitute a central

reserve bank as contemplated by this act at least 50 per cent of the capital stock

of such bank shall be owned by other banks." (Ann. Code of North Carolina,

1927, sec. 220 (c); Banking Laws, 1927, sec. 220 (c), p. 20.)
Limitations upon purchase of stock.—"The investment of any bank in the

capital stock of such central reserve bank * * *, shall at no time exceed

10 per cent of the paid-in capital and permanent surplus of the bank making
same. No bank shall invest more than 50 per cent of its permanent surplus

in the stocks of other corporations, firms, partnerships, or companies, unless

such stock is purchased to protect the bank from loss. Any stocks owned or

hereafter acquired in excess of the limitations herein imposed shall be disposed I

of at public or private sale within six months after the date of acquiring the

same, and if not so disposed of they shall be charged to profit and loss account,

and no longer carried on the books as an asset. The limit of time in which such

stocks shall be disposed of or charged
i

off the books of the bank may be extended
iby the corporation commission, f n its judgment it is for the best interest of

the bank that such extension be granted." (Ann. Code of North Carolina,

1927, sec. 220 (c); Banking Laws, 1927, sec. 220 (c) p. 20.)
Corporation commission may suspend limitations on amount may purchase.

"The board of directors of any bank may, by resolution duly passed at a meet-

ing of the board, request the corporation commission to temporarily suspend

the limitation on loans and investments as same may apply to any particular

loan or investment, which said bank desires to make in excess of the provisions
of sections 220 (b), 220 (c) * * * of this act. Upon receipt of a duly

certified copy of such resolution, the corporation commission may, in its discre-

tion, suspend the limitation on loans and investments in so far as it would apply

to the loan or investment which such bank desires to make." (Ann. Code of

North Carolina, 1927, sec. 220 (e); Banking Laws, 1927, sec. 220 (e), p. 21.)
Purchase of stock of corporation owning land or building used by bank.—A bank

may invest "50 per cent of its unimpaired capital and permanent surplus in the

stock or bonds of a corporation owning the land, building, or buildings occupied

by such bank as its banking home" and a bank may not be compelled "to surren-

der or dispose of any investment in the stocks or bonds of a corporation owning

the lands or building occupied by such bank as its banking home, if such stocks

or bonds were lawfully acquired prior to the ratification of this act: Provided

further, however, That the corporation commission may, in its discretion, authorize

banks located in cities having a population of more than 5,000 according to the

latest United States census to invest an amount greater than 50 per cent of its

unimpaired capital and permanent surplus in the stocks or bonds of a corporation

owning the land; building, or buildings occupied by such bank as its banking

home." (Ann. Code of North Carolina, 1927, sec. 229 (b); Banking Laws, 1927,

sec. 220 (b), p. 20.)
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NORTH DAKOTA

Purchase of corporate stocks by banks prohibited.—" No bank shall *
employ or invest any of its assets or funds in the stock of any corporation, bank,
Partnership, firm, or association, nor shall it invest any of its assets in speculativemargins of stocks, bonds, * * *." (Supplement to 1913 Comp. Laws of
-North Dakota, sec. 5187; Banking Laws, 1929, p. 25.)

OHIO

, Banks (other than savings banks) not permitted to purchase corporate stocks of
minds covered by this digest. —Banks, other than savings banks, are authorized tomake certain investments of their capital, surplus, undivided profits and deposits
!it certain securities, stocks and bonds, but apparently they are not authorized
1'0 make investments in the kinds of corporate stocks contemplated by this digest.
(Throckmorton's Code of 1929, secs. 710-111, 710-111a, 710-121; Banking Laws,
1928, 8ecs. 710-111, 710-111a, 710-121.)
Savings banks—Purchase of bank stocks forbidden, but "stocks of companies"

74,,ag be purchased.—A savings bank is empowered to invest its funds in stocks
0,1. companies, upon which or the constituent companies comprising the same,
9tvidends have been earned and paid for five consecutive years next prior to the
investment and stocks of companies taken on a refinancing plan involving anoriginal investment, which was legal at the time it was made; provided, every
tich investment shall be authorized by an affirmative vote of a majority of the
hoard of directors of such savings bank" but "no purchase or investment shall
be in the stock of any other corporation organized or doing business under the
provisions of this act or of the national banking act of the United States." (Act
approved April 18, 1929, Laws of 1929, sec. 710-140 (b).)

Trust companies—Purchase of bank stocks prohibited, but other corporate stocks
/nay be purchased.—"A trust company may invest in * * * stocks andbonds of corporation when authorized by the affirmative vote of the board of
directors, or of the executive committee of such trust company," but the prohibi-
tion against savings banks purchasing bank stocks is also imposed upon trust
eonlpaities. (Throckmorton's Code of 1929, sec. 710-166; Banking Laws, 1928,sec. 710-166, p. 64.)

OKLAHOMA

. Banks—P urchasel of any kind of corporate stock prohibited.-.--A bank "shall not
Invest any of its funds in the stock of any other bank or corporation * * *."
T
h
klahonia Comp. Stat., 1921, sec. 4123; Banking Laws, 1926, sec. 11, p. 15.), e constitution of Oklahoma also provides that "No trust company, or bank or

uanking company shall own, hold, or control in any manner whatever, the stock
(If any other trust company or bank or banking company, except such stock as
!nay be pledged in good faith to secure bona fide indebtedness, acquired uponforeclosure, execution sale, or otherwise for the satisfaction of debt; and such
stock shall be disposed of in the time and manner hereinbefore provided" (within
12 months from the date of acquisition). (Constitution of Oklahoma, art. 9,
80c. 41.)
, Trust companies—May purchase any kind of stock, except in a bank or in another
'rust company.—Trust companies are given the power "to buy and sell * * *
ar,11 kinds of * * * stocks and other investment securities." (Oklahoma
4̀31T1P. Stat. 1921, sec. 4194 (9); Banking Laws, 1926, sec. 119 (9), p. 64.)
In view of the above provision of the Oklahoma constitution prohibiting a trust

.!crlipany to "hold or control in any manner whatever, the stock of any other
‘rust company or bank or banking company," it would seem that the power
given to trust companies to" buy and sell * * * all kinds of * * *
!ItOcks, and other investment securities, is restricted in so far as the provisions of

Oklahoma Constitution are applicable.

OREGON

• Purchase of corporate stocks prohibited.—Except. for the authority to purchase
,v.ederal reserve bank stock, stock in safe deposit companies, agricultural and
nyestock finance companies, and in the case of a trust company, stock in a sub-
sidiary investment company, the laws of Oregon provide that " nereafter no bankor trust company shall invest any of its assets in the capital stock of any other
corporation." In case stock is purchased or acquired to save loss on a preexisting
ilebt, such stock must be sold "within 12 months of the date acquired or pur-
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chased or within such further time as may be granted by the superintendent of

banks". (Laws of 1925, ch. 207, sec. 81, P. 336; Banking Laws, 1925, sec. 81,
p. 28.)

PENNSYLVANIA

Banks not authorized to purchase corporate stocks.-"* * * it shall not be
lawful for such corporations (banks), directly, or through the agency of any per-
son or persons whomsoever, either in trust or confidence, to deal or trade with
any profits, stocks, moneys or effects, in buying or selling any goods, wares, mer-
chandise, whatsoever; * * * such corporations shall not be at liberty to
purchase any stock whatsoever to a greater amount than one-third of the capital
stock actually paid in; and that in the stocks or loans of this State and of the
United States, except their own bank stock and such stocks as shall be taken in
satisfaction of debts previously contracted, such corporations shall not deal or
trade in anything but bills of exchange, promissory notes, gold and silver, and
bullion, or in the sale of goods truly pledged for money lent and not redeemed in
due time, or in goods which may be the produce of lands." (Act of 1850, Public
Laws, p. 477; West's Penna. Statutes, 1920, sec. 1358.)

With regard to the purchase of corporate stocks by banks, the Pennsylvania
laws also provide "The several banks of this Commonwealth are hereby author-
ized to negotiate loans to, or to purchase the stock of, this Commonwealth from
the officers or agents appointed under the authority of the State to effect such

loans, or to sell such stock; but nothing in this act or any other law shall be
construed to authorize any of said banks to make such purchases of any indi-
vidual or corporation, except such 

its 
shall be taken in satisfaction of debts pre-

viously contracted in the course of  deallngs: Provided, That the amount of such

loans made, or stock so held, shall not exceed one-third of the actual capital
stock of such bank or corporation: .And provided also, That the said banks may
sell out such stocks at any time their interest may require." (Act of April 23,

1829, Public Laws, 13% 360; West's Penna. Statutes, 1920, sec. 1363.)
Corporations permitted to purchase corporate stocks.-" That hereafter any cor-

poration organized for profit, created by general or special laws, may purchase,
hold, sell, assign, transfer, mortgage, pledge, or otherwise dispose of, the shares

of the capital stock * * * of any other corporation or corporations, public

or private, of this or any other State * * and while the owner of said

stock may exercise all the rights, powers, and privileges of niwnership, including

the right to vote thereon." (Act of July 2, 1901, Public Liws, p. 603 (West's

Penna. Statutes, 1920, sec. 5785), as amended by acts of March 27, 1929, Public

Laws, p. 74, and April 18, 1929, Public Laws, p. 544.)
NoTE.-It will be observed that apparently there is a conflict in the laws of

this State with refernece to the right of banks to purchase corporate stocks.

An explanation of this apparent conflict has been requested of the counsel to

the Federal Reserve Bank of Philadelphia.

RHODE ISLAND

Purchase by trust companies permitted by implication.-The laws of Rhode

Island do not contain any express authority for trust companies to purchase

corporate stocks, but it would seem that this power is given to such companies

by implication. A trust company is authorized "* * * to invest its capital

stock and moneys in its hands in such bonds, obligations, or property, real,

personal, or mixed, as it may deem prudent, * * *." (General Laws, 1923,

ch. 271, sec. 4; Banking Laws, 1929, sec. 4, p. 16.)
Savings banks and banks and trust companies receiving savings deposits-Purchase

of steam railroad and bank stocks permitted.-Deposits in savings banks and in the

savings departments of banks and trust companies, and in the case of savings

banks, the income derived from investments held, may be invested subject to

detailed limitations in the capital stock of banks and trust companies trnd certain

steam railroad companies. (General Laws. 1923, sec. 1, Clause IV, Clause VII,

as amended by laws of 1927, ch. 1034, Clause XIV, Clause XV, as amende
d

by the laws of 1925, ch. 653; Banking Laws, sec. 1, p
. 22, Clause IV, p. 30,

Clause VII, p. 37, Clause XIV, p. 43, Clause XV, pp. 44-45.)
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Banking corporations may deal in corporate stocks.—" Every banking corporationXflSv * * * deal in * * * public and other securities, and stocks ofother corporations; * * * may purchase and hold such * * * personalProperty as may be conveyed to it to secure debts to the corporation, or may besold under execution to satisfy debts due in whole or in part to the corporation,and as may be deemed necessary or convenient for the transaction of its business,
and may sell and dispose of the same at pleasure; * * *." (Code of 1922,
see. 3992; Banking Laws, 1928, sec. 62, p. 29.)

SOUTH DAKOTA

Banks prohibited from purchasing corporate stocks.—"No bank shall employ its
InculeY, directly or indirectly, in trade or commerce by buying or selling goods,
cn.attels, wares, and merchandise, nor shall it invest any of its funds in the stock
°I. any other bank or corporation, nor make loans or discounts on the security
01 the shares of its own capital stock, nor be the purchaser or holder of any such
Shares unless such security or purchase shall be necessary to prevent loss upon a
debt previously contracted in good faith; stocks so purchased or acquired shall,
Within six months of the time of its purchase, be sold or disposed of at publicor private sale; and after the expiration of six months any such stock shall not

considered as part of the assets of such bank." (Session Laws of South
Uakota, 1919, ch. 125; Banking Laws, 1927, sec. 8983, p. 27.)

Trust companies prohibited from purchasing corporate stocks.—" No trust coin-
?arkY shall employ its money, directly or indirectly, in trade or commerce, by
buying or selling goods, chattels, wares

'
 and merchandise, nor shall it invest anyof its funds in the stock of any other trust company or corporation, nor make

,aay loans or discounts on the security of the shares Of its own capital stock, nor
oe the purchaser or holder of any shares unless such security or purchase shall be
necessary to prevent loss upon a debt previously contracted in good faith; anda,
tock so purchased or acquired shall, within six months of the time of its pur-
Pase, be sold or disposed of at public or private sale; and after the expiration of
" Months any such stock shall not be considered as a part of the assets of any
trust company." (South Dakota Code, 1919, sec. 9050; Banking Laws, 1927,
8ee. 9050, p. 68.)

TENNESSEE

All corporations authorized to deal in stocks.—"That all private corporations
now existing or organized by virtue of the laws of Tennessee, and all private cor-
porations hereafter to be organized and created according to law, for the trans-
action of any lawful business, or to promote or conduct any legitimate object orPurpose, shall have the right, power, privilege, and immunity to purchase, hold,
13,wri, sell, transfer, assign, vote, mortgage, pledge, and otherwise deal in stock,
uonds, or evidence of indebtedness of other corporations in the same manner and
,!vith all the rights, power, privileges, and immunities of individual owners, except
Lhat this act shall in no way be construed to give corporations power to create
Unlawful monopolies, trusts, or combinations in restraint of trade." (Act ap-
Proved March 31, 1923.)

TEXAS

Purchase of corporate stocks permitted.—Banks and trust companies may pur-
chase, invest in, and sell stocks and other securities. (Rev. Stat. 1925, irts.
396 (9) and 1513; Banking Laws, 1929, art. 396 (9), p. 18, and art. 1513, p. 76.)
, Limitation upon purchase of bank stocks.—"It shall be unlawful for any State
uank or bank and trust company to own more than 10 per cent of the capital
stock of any other banking corporation, or to make a loan secured by the stock
of any other banking corporation, if by the making of such loan the total stock
of such other banking corporation held by it as collateral will exceed, in the
aggregate, 10 per cent of the capital stock of such other banking corporation,
"less the ownership or the taking of a greater percentage of such capital stockR s collateral shall be necessary to prevent loss upon a debt previously contracted
in good faith; and any such excess so taken as collateral or owned by such bank
8)1,41] not be held as collateral nor owned by it for a longer period than six months."
Ittev. Stat. 1925, art. 513; Banking Laws, 1925, art. 513, p. 44.)
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'UTAH

Purchase of corporate stocks permitted.-7" Any bank or loan, trust, and guaranty
company or association, organized under the laws of the State of Utah, maY
purchase, own, hold, and sell or otherwise dispose of any of the shares of the
capital stock of any other bank, loan, trust, and guaranty association or other
corporation: Provided, Such purchase shall be authorized by the executive com-
mittee and approved by the board of directors; and in case the purchase is of
stock in any other banking corporation the approval of said purchase must also
be had from the State bank commissioner: And provided, further, That nothing
in this section shall be so construed as to permit the establishment, maintenance,
or control of any branch bank or loan, trust, or guaranty company in the State.
All acts or parts of acts in conflict with this section are hereby repealed to the
extent of such conflict." (Compiled Laws of 1917, sec. 986, p. 299; Banking
Laws, 1927, sec. 986, p. 8.)

VERMONT

Purchase of bank or trust company stocks permitted.—Banking institutions are
empowered to invest their assets "in the stock of any national bank in the New
England States or the State of New York, or in the stock of any banking associa-
tion or trust company incorporated under the authority of and located in such
States, or in the stock of any bank incorporated under the authority of and located

in the Dominion of Canada; but a bank shall not hold bank stock both by the waY
of investment and as security for loans in excess of 10 per cent of its assets, nor,

in any one bank, more than 5 per cent of its assets, or more than $200,000, or

more than 10 per cent of the capital stock of any one bank." (General Laws,
sec. 5363, par. (a), Subdivision VI, as amended by acts of 1929, Act No. 90,
sec. 5.)

VIRGINIA

Purchase of corporate stocks permitted.—All banking institutions are empowered

to purchase and sell "all stocks and bonds." (Acts of 1928, ch. 507, sec. 12;
Banking Laws, 1929, sec. 4149 (13), p. 30.)

WASHINGTON

Purchase of corporate stocks prohibited.—"* * * Nor shall any such cor-

poration (bank or trust company) subscribe for or purchase the stock of anY
other banking house or trust company, or of any domestic or foreign corporation

of any character, * * * : Provided, That such bank and/or trust companY
may purchase, acquire and hold shares of stock in any other corporation which

shares have been previously pledged as secruity to any loan or discount made

in good faith and such purchase shall be necessary to prevent loss upon a debt

previously contracted in good faith and stock so purchased or acquired shall be

sold at public or private sale or otherwise disposed of within two years from the

time of its purchase or acquisition. (Laws 1929, sec. 5, p. 100; Banking Laws,
1929, sec. 46, p. 26.)

It is also provided that corporations doing a trust business may not invest

trust funds in corporate stocks. (Laws of 1929, ch. 206; Banking Laws, 1929,

sec. 77, p. 37.)
WEST VIRGINIA

Purchase of stocks of business corporations permitted but limited to 20 per cent of

purchasing bank's capital and surplus.—Banking institutions authorized to trans-

act a trust business are empowered "to buy, hold, sell and deal in * * * the

stocks or bonds of any business corporation." (Acts of 1929, ch. 23, sec. 4.)
Banking institutions shall not invest "in the stock of any corporation" an

amount exceeding "20 per cent of the capital stock and surplus fund of an

banking institution * * *.. . The corporation mentioned in this section shall

not Ize construed to mean municipal corporations, districts or counties, or corpora-

tions owning the building in which the banking institution is located." (Acts of

1929, ch. 23, sec. 21.)
Purchase of bank stocks.—"It shall be unlawful for any firm, association!or

corporation to purchase and hold stock in any banking institution organized or
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?aletthinoi 
ze d to transact business hereunder for the purpose of selling, negotiating

trading participation in the ownership thereof either for the purpose of per-
control of one or more such banking institutions or for the purpose of

indll,elpg other persons, firms or corporations or the general public to become

Stock 
owners therein. Nothing herein shall prevent the ownership of

,, ock in any such banking institution by any corporation for investment pur-
en8ea." (Acts of 1929, ch. 23, sec. 9.)

WISCONSIN

.No statutory provisions.—The statutes of Wisconsin contain no provisions with
re/erence to the purchase of corporate stock by banks and trust companies except
nautu.al savings banks. The provision with reference to mutual savings banks
P,Irovid. es that "* * * no mutual savings bank shall invest any part of its
uenosits in the stock of any corporation * * *." (Wisconsin Stat. 1929,
Bee. 222.13; Banking Laws, 1925, sec. 222.13, p. 52.)

WYOMING

Purchase of corporate stocks by banks prohibited.—" Hereafter no State bank shall

and except such
!nvest any of its assets in the capital stock of any other corporation * * *,

as it may acquire or purchase to save a loss on a preexisting debt,
!lad Stock so acquired or purchased shall be sold within 12 nionths from the date
tfoluired or purchased: Provided, That a further time may be granted by the
',„te examiner." (Comp. Stat of Wyoming, 1920, sec 5138 Banking Laws,
'4z7, sec. 32. p. 18.)

Governor YOUNG. We were asked for four other things. I have
prepared that information in a letter to you, Mr. Chairman.

buring the course of the hearings on branch, chain, and group banking held
2_efere your committee on March 19, requests were made for the following data
teh are submitted herewith.
n, I. A list of the principal bank chains and groups in States which permit
'bate-wide branch banking, and in States which permit restricted branch banking.
0,2. The capital, surplus, and total resources of banks in States which permit
àatate.-wide branch banking, in States which permit restricted branch banking,

rl„d in States in which branch banking is prohibited.
• d• Available information on trust assets of national banks is shown on the
llelosed pages (16-21) of the 1929 Annual Report of the Comptroller of the
urrenny.

_ 4. Available data relating to the ratio of net earnings of banks,- classified
Iccording to size, to capital funds, i. e., capital and surplus and undivided profits.
44, number of the Federal reserve banks have from time to time made studies of
re earnings and expenses of member banks in their respective districts and have
',naluded in these studies certain ratios, among which are the ratios of net earn-

andl of net profits to capital funds. In cooperation with the State banking
‘4ePartments, the Federal Reserve Bank of Chicago has made similar studies
CO •vering all banks in the States of Iowa, Illinois, Indiana, and Wisconsin. These
!atios of earnings to capital funds, in so far as available by size of bank, have been
lat./ulated in the inclosed statement. As a sample of the studies made by cer-
Lath. of the Federal reserve banks, I am inclosing herewith a copy of the study
made by the Federal Reserve Bank of Chicago for 1928.

I should like to insert that in the record. That was called for.
The CHAIRMAN. That will be inserted at this point.
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(The material referred to is printed in full, as follows:)

Principal bank chains and groups on December 81, 1929, in States which pert°
state-wide or restricted branch banking

Name and address of management or controlling interest
Banks
In chain
or group

Loans and
investments

Branch
of banks

In chain
or groUIP

STATE-WIDE BRANCH BANKING PERMITTED

California:
Trans-American Corporation,' New York 

Number
17 $1, 139, 879, 000

Na sits

Goldman Sachs Trading Corporation,' New York 1 225, 072, 000
Anglo-National Corporation,' San Francisco 16 145, 066 000

BRANCHES PERMITTED BUT RESTRICTED AS TO LOCATION

Georgia, First National Bank, Atlanta 104, 954 000
10,

Kentucky,' First National Corporation, Louisville 9 43, 823,1511) , 
6

Louisiana, Calcasieu National Bank, Lake Charles 
Maine, Financial Institutions (Inc.), Augusta 
Massachusetts, First National Old Colony Corporation, Boston 

6
9
20

14, 644, 000
59, 570,000

568, 312, 000

8
17
31

Michigan:4
Guardian Detroit-Union Group (Inc.), Detroit  35 403, 996, 000

74

First National-Peoples Wayne Group, Detroit  21
Mississippi, S. J. High & Associates, Tupelo  10

705, 032, 000
4,547,000

213
2

New Jersey, Peoples Trust le Guaranty Co., Hackensack  9 25,427,000 ---------
New York:

Marine Midland Corporation, Buffalo  19
First Securities Corporation, Syracuse  14

425, 436, 000
115, 559, U00

46
13

Ohio, Banc Ohio Corporation, Columbus  4 61,302,000 13

Pennsylvania:
Peoples-Pittsburgh Trust Co., Pittsburgh  7 167,180,000

1

Union Trust Co., Pittsburgh 6 458,901,000 -------
Tennessee:

Rogers Caldwell,' Nashville 11 97, 028, 000 20

American National Bank, Nashville 15 3.5, 470, 000 8

1 The other States which permit state-wide branch banking are Arizona, 
Delaware, 

Maryland, North

Carolina. Rhode Island, South Carolina, Vermont, and Virginia, but no chains or groups ,Whatev
er were

reported in 3 of these States and only small chains or groups in the 5 other States.

'Exclusive of banks located in other States that belong to this chain or group.

'No provision in State law, but branches or additional offices are operated under court decisions.

I No provision in State law, but State banking department has made no objection to 
establishment of

local branches.

Capital and surplus and total msourcesof all banks in each State at the end of June,

1929, grouped according to provistons of State laws on branch banking

(Figures taken from 1929 Annual Report of the Comptroller of the Currency]

State Capital Surplus
Capital and
surplus com-

bined
Total resource*

$71, 805, 802, OWUnited States 
s3, 764, 087, 000 $4, 597, 478, 000 $8, 361, 565, COO

STATE-WIDE

Total 

Arizona 
California 
Delaware 
District of Columbia 
Maryland 
North Carolina 
Rhode Island 
South Carolina 
Vermont 
Virginia 

BRANCH BANKING

$454, 557, 000

PERMITTED

$862, 529, 000 $8, 051, 250, 000$397, 972, 000

6, 026, 000
234, 134, 00o
10, 800, 000
24, 880.000
40, 663, 000
37, 335,000
14, 390, 000
18, 927, 000
8, 086, 000
59, 316,000

3, 784,000
159, 363, 000
14, 730, 000
20, 173, 000
73,91,0(J0
26,654, 000
34, 847, 000
10, 180,000
15, 263,000
39, 087,000

9, 810,000
393, 497.000
25, 5.30, 000
45, 053,05)
114, 574,000
63, 989, 000
49, 237, 000
29, 107, 000
23, 349, 000
98, 383, 000

107, 315, 000_
4, 109, 954. 000

189, 75.5.000
331, 797,000
993, 191,002,
495, 243,000

406, 002554,406,000
225, 578,000
286, 399,000
667, 612, 000
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Capital and surplus and total resources of all banks in each State at the end of June,
1929, grouped according to provisions of State laws on branch banking

BRANCHES PERMITTED BUT RESTRICTED AS TO LOCATION

State

Total

Georgia.
R6fltuekyi- - - - - - - - - - - - - -Louisiana

44$ Maine --
Maagaghti;iii  

-------------------------Michiga 2Mississipnp.N
N
eu, Jerseyow 

10 Ohio York
6 Pentis.Y1Va'clizi 

--------------------------
T
ennessee17

31

74
213

46
13
13

6

6

0'

Capital

$2, 053, 186,000

Surplus
Capital and
surplus com-

bined

$3,410, 381, 000 I $5,567, 000

Tot al resources

$44, 212, 976, 000

40, 479, 000 26, 279, 000 66, 758, 000
49, 775, 000 35, 451, 000 85, 228, 000
34, 218,000 21, 330, 000 55, 548, 000
13, 876, 000 20, 286, 000 34, 162,000

143, 678, 000 222, 709, 000 366, 387,000
129, 774,000 116, 240,000 240, 014,000
16, 473, 000 10, 505, 000 20,978, 000

141, 374, 000 174, 042, 000 315, 416, 000
870, 020, 000 1, 875, 506, 000 I 2, 745, 526, 000
101, 153, 000 151, 399,000 I 342, 552,000
378, 267, 000 723, 625, 000 i 1, 101, 892, 000
44, 099, 000 33, 009, 000 77, 108, 000

BRANCH BANKING PRO IIBITED BY LAW

454, 388,000
685, 024, 000
558, 655, 000
473, 228, 000

4, 791, 518, 000
2, 505, 015, 000

277, 294, 000
2, 865, 632, 000

20,804, 553,000
3, 314, 080, 000
6,905, 979, 000

577, 612, 000

Total 

mit sac' ins;:1--

clreegbrounka  

OI%o'isWlerandron n Fdoanht: °tient 
11
Iowa Ix.:nonswsli.11 

-11
Misson

Zi.revel  °fltana
1.,'•eeltwasM_ exteo_
Utah -

St ----e 

$1, 189, 233,000 $744,745,000 $1, 933, 978, 000 $18, 264, 754, 000

30, 131,000
21, 710, 000
31, 132,000
78,417, OW
61, 488, OM
32, 316, 000
21, 001, 000
36, 532, 000
69,676, 000
18, 123,000
48, 033, 000
5,912, 000

333, 507,000
67 258, 000
40,950, 000
108, 247, 000
11, 365, 000
3, 437. 000
3, 240. 000

121, 216, 000
11, 921, 000
33, 552, 000

21, 176, 000
9, 522, 000
18, 760, 000
44, 744, 000
34, 549, 000
13, 101, 000
9, 650, 000
15, 509, 000
37, 315, 000
11,897, 000
04, 877, 000
2, 259,000

223, 286,000
30, 096, 000
20, 489, 000
61, 782. 000
5. 201, 000
1. 166, 000
1, 453, 000

55, 654, 000
6, 254,000
25, 999, 000

51, 307,000 377, 962, 000
31, 241, 000 269, 338,000
49, 898, 000 418, 127, 000
123, 161, 000 1, 234, 844, 000
96, 037, 000 1, 127, 571, 000
45, 417, 000 510, 585, 000
30, 711, 000 327, 948, 000
52, 041,000 570, 442, 000
100, 991, 000 1. 147, 485, 000
30, 020, 000 346, 309, 000
142, 910, 000 ! 1, 495, 478, 000
8, 171, 000 I 100, 421, 000

556, 793, 000 I 4, 922, 404, 000
97, 354, 000 I 1, 014, 508, 000
61, 439, 000 : 538. 683. 000
170, 029, 000 ; 1, 487, 106, 000
16, 566, 000 ! 190, 486, 000
4. 603, 000 , 53, 730. 000
4, 693, 000 ! 51, 257, 000

176, 870,000 ! 1,445, 406, 000
18, 175, 000 ! 194, 441, 000
59,551, 000 I 440, 223, 000

. .. .... . _ '  

No 
PROVISION IN STATE LAW REGARDING BRANCH BANKING (NO BRANCHES IN

OPERATION)

Total 
IstewN Hampshire „
4
orth Dakota 
g.118hottla 

AYoniing
TIth Dakota  

$67, 111,000 I 844,380, 000 $111, 491, 000 $1, 276, 822, 000

6, 630, 000 , 21, 469, 000
11, 137, 000 ! 4, 693, 000
33,412.000 10, 657, 000
11, 647, 000 4, 626, 000
4, 285, 000 2,935, 000

28, OK 000
15, 830, 000
44, 069, 000
16, 273, 000
7, 220, 000

334, 643, 000
147, 251.000
543, 021, 000
177, 21.1, 000
74, ( 000

1;to Provision In State law, but branches or additional offices are operated under court decisions.
100,i ° provision In State law, but State banking department has made no objection to establishment of

branches.A munber of branches are in operation, which were established prior to prOhibitory legislation.

NATIONAL. BANKS IN THE TRUST FIELD

development of trust operations by national banks was evidenced by
*ntinued and substantial progress throughout the Nation during the part year.
411c statistics for this function compiled as of June 29, 1929, revealed that 2,442
national banks had received authority to exercise trust powers, with a combined
caPital of $1,218,049,515, representing 32.4 per cent of the number and 74.8
Der cent of the capital of all banks in the national banking system.
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Trust departments had been established by 1,734 of these banks and 75, 88
trusts were being administered with individual trust assets aggregating
$4,237,648,663. Seven hundred and thirty-six of these banks were also acting
as trustees for bond and note issues aggregating $7,370,154,456.
Compared with October 3, 1928, these figures represent a net increase in the

number of national banks authorized to administer trusts under section 11 (k)
of the Federal reserve act of 69, or 2.91 per cent; an increase in the number
operating trust departments of 149, or 9.40 per cent; an increase in the number of

trusts being administered of 12,212, or 19.15 per cent, and an increase in individual
trust assets of $940,338,544, or 28.52 per cent.
The growth in the fiduciary activities of the banks in the national banking

system and the increasing popularity with the public of this important department
of national bank operations are even more impressive when comparisons are made
with the activities of national banks in this field just three years ago. In June,
1926, national banks numbering 2,026 had authority to exercise trust powers,
with 1,104 actively engaged in administering trusts. These banks were then
acting in a fiduciary capacity for 26,053 trusts, with individual trust assets of
$922,328,677, and were acting as trustees for bond and note issues aggregating
$2,463,553,316. The figures compiled as of June 29, 1929, represent for the
3-year period an increase in the number of national banks authorized to administer
trusts of 416, or 20.53 per cent; an increase in the number of banks operating
trust departments of 630, or 57.07 per cent; an increase in the number of trusts
being administered of 49,936, or 191.67 per cent; an increase in individual trust
assets of $3,315,319,986, or 359.45 per cent; and an increase in the volume of bond

and note issues outstanding for which these banks were acting as trustees of

$4,906,601,140, or 199.17 per cent.
As the activities of national banks have grown, so have the earnings that

these banks have reported from this source. For the fiscal year ended June 30,

1929, trust department gross earnings aggregating $20,583,000 were reported,

as compared with $16,165,000 in 1928, $10,811,000 in 1927, and $8,255,000

in 1926.
Another phase of fiduciary activity which is gaining in popularity is the creation

of insurance trusts. While the administration of this type of trust is a com-
paratively recent development in national bank trust departments, yet on

June 29, 1929, 118 national banks were administering 271 insurance trusts

representing the proceeds of insurance policies aggregating $11,384,632. Some
indication of the place this type of trust will make for itself in the future opera-

tions of national banks is evidenced. by the fact that 558 trust departments

now hold 9,505 trust agreements which name those banks trustees in the future

of the proceeds of insurance policies with a present face value of $375,524,409,

an amount aggregating more than one-third of the total individual trust assets

under administration in 1926 by the 1,104 national bank trust departments

then in operation.
National banks with authority to exercise trust powers have shown continued,

interests in the privilege afforded them to include the words "trust company
in their titles. While only 101 were operating with trust in their names in 1927,

the number has increased to 302 since that time, and this method of informing

the public of their authority to engage in trust functions is becoming 
general

in many sections of the Nation.
A recent analysis developed that of the 7,536 national banks in operation,

2,442, or 32.4 per cent, had authority to exercise trust powers; 2,839, or 37.7

per cent, had capital sufficient to entitle them to apply for permission to ex
ercise

trust powers under section 11 (k) of the Federal reserve act, and 2,255, or 29.9
per cent, were ineligible to receive permission to engage in trust operations be

cause

their capital was less than that required by the laws of the States in which they

were located for competing State institutions to receive like powers.
The accompanying recapitulation segregates national banks into six classes

according to capital and gives detailed information relating to their fiduciary

activities, following which is a table showing consolidated figures by Fe
deral

reserve districts.
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Fiduciary activities of national banks in 191,9 segregated according to capital

Total

Banks
with cap-
ital of
$25,000

Per
'cent 

..--

(Banks with
capital over
$25,000 to
$50,000

,

Per
cent

i Banks
with cap-
ital over$50,000 to

$100,000

1

Per
cent

Banks with
spite] over
$100,000 to
$200,000

,

/Banks with
Per 'capital over
cent $'200,000 to

,' $500,000
'
.

Per
cent

s
ca it Bankal over 

with

, 000

Per  cent

-

Number of national banks administering
trusts 1,734 25 0.0144 109 0.0628 418 0.2410 529 0. 3050,

1 
405 0.2335 248 O. 1433

2ombined capital of national banks admin-
istering trusts 61, 028, 678, 615 $625, 000 .0006 $5, 315,1)00 .0051 $40, 690,000 .0395 $88, 446. 830 . 0859$144,480,485 . 1404 $749, 130, 300 .7288

ASSETS

Investments 3, 506, 744, 230 212,286 .0006 5, 208, 528 .0014 31, 548, 125 .0089 104, 652, 034 .0298 337, 957, 017 .0963 3, 027, 166, 240 .8630
Deposits in savings banks 8,522; 124 30, 162 .0035 0 28,025 .0032 829,629 .0973 1. 171, 870 .1373 1, 676, 837 .1967 4. 78.5, 601 .5620
Deposits in other banks 18, 035, 531 3.922 .0002 270,148 .0149 103,480 .0057 1, 008, 506 .05.59 2, 329, 888 .1291!14,319, 587 .7942
Deposits in own banks  210, 541, 642 97,685!.0004 3, 544, 339 .0168 4,452, 272 .0211 7,650, 167 . 0363 13, 917, 527 .0661 180, 879, 652' . 8593
Other assets 493, 805, 136 34,604 .00007 230, 212, 421 . 5674. 3, 206, 948 . 0064 8, 561, 910 . 0175 30, 214, 652 .0611 171, 484, 601, .34753

Total 4, 237. 648, 663 378,659 .00008 289, 263, 461 . 0682 40, 140, 454 . 0094 123, 134, 487 .0290 386, 095,921 .0911 3, 398, 635, 861 .80332

LIABILITIES
•

Private trust accounts 2, 404, 561, 306 1.5,314 .000006 233, 945, 662 .0972 14, 507,963 . 0060 51, 769, 882 .0115 191, 635, 752 .0796 1, 912, 686, 733 . 80569
Private trust accounts, income 18,947, 833 630 .00003 744,673 . 0039 167,018 . 0008 1, 014, 189 .0535 3, 357, 530 .1771 13, 663, 793 .79467
Court trusts (executor, etc.) 856. 009, 162 313,493 .0003 53, 006, 413 .0619 20, 890, 297 .0244 57, 532, 397 .0672 135, 694, 275 .1585 588, 572, 287 .6877
Court trusts (executor, etc.), income 16,246, 1431 21.724 .0001 449,228 .0027 453,676 .0027 1. 574, 821 .0969 3,057. 8.50 . 1882 10, 688, 844 . 7094
Other liabilities 941, 884, 219 27.498 .00002 1, 117, 48, .0011 4, 121, MX) .0043 11, 243, 198 .0119 52, 350, 514 .0555 873, 024, 024 .92718

Total 4, 237, 648, 663 378, 659 .00008 289. 263, 461 .0682 40, 140, 454 . 0094 123, 134, 487 .0290 386, 095, 921 .0911 3, 398, 635, 681 .80222

Trustees for bond issues 7,370, 154,456 69, 003 .000009 474, 028, 003 .0643 33, 195, 895 . (8)45 57, 561, 743 .0078 219, 093,176 .0297 6, 586, 206, 631 .893691

Individual trusts being administered 66,776,68 .0010 1,337 .0200 3,983 .0596 10,967 .1642 14,756 .2209 35,665 .5343
Corporate trusts being administered 

, 
9,212 2 .0002 361 .0391 383 .0415 866 .0940 1,479 . 1605 6,121 .6647

Number of national banks administering.,
Insurance trusts  118  1 .0084 7 .0293 23 . 1949 32 . 2711 55 .4663

Number of insurance trusts being adminis-
tered (included in private trust totals)__._ 271  5 .0176 10 .0369 50 .1845 75 .2787 131 .4843

Volume of assets represented by insurance
trusts being administered (included in
private trust totals)  $11, 334, 632   $1, 110,874 .0975 $194, 599 .0017 $939,349 .0825 $2, 095,917 .1841 $7, 043, 893 .6342

\ timber of banks holding insurance trust
agreements not yet operative  558 7 .0012 47 . 0842 121 . 2168 192 . 3440 191 . 3538

'Cumber of insurance trusts for which banks
have been named trustees but which
have not yet become operative (not in-
cluded in private trust totals)  9. 505 108 .0113

.

512 .0538 861 .0905 1. 778 . 1870 6.246 . 6574
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Fiduciary activities of national banks in 1929 segregated according to capital—Continued

Total

Banks
with cap-
ital of
$25,000

Per
cent

Banks with
capital over
$25,000 to
$50,000

Per
cent

Bansk
with cap-
ital over

$50,0000 
t000o

$10 , 

Per
cent

Banks with
capital over
$100,000 to
$200,000

Per
cent

Banks with
capital over
$200,000 to
$500,000

Per
cent

Banks with
ita capl over

$500,00o

Per
cent

1.1.41duri Es—continued

Face value of insurance policies held under
above agreements (not included in private
trust totals)  $375,524, I.  $7, 410, 699 0.0197 $3,023, 270 0.0080 $19, 324,484 0.0514 $66,765, 693 0.1777 8279,000,2630. 7432

Number of national banks authorized to
exercise fiduciary powers but not admin-
istering trusts 1: 470.0663 152

i

. 2146 253 . 3573 141 . 1991 70 .0988 45 . 0639
Combined capital of national banks author-
ized to exercise fiduciary powers but not
administering trusts $189,361, . ii $1,175,000 . 0062 $7,325, 000 . 0386 $24,152, 000 .127.5 $24, 46.5,400 . 1291 $25,542, 500 . 1348 $106,702, .5638

Total number of national banks authorized
to exercise fiduciary powers 2,44 72 .0294 261 . 10681 671 .27471670 . 2743 475 .1945 293 . 1203

Combined capital of national banks author-
ized to exercise fiduciary powers $1, 218,049, 515$1 800,000 .0014 $12, 640,000 . 0184$64,642,000 .0532 $112,912,230 .0926$170,022,985 .1395 $855,832,300 .6949

Number of national banks having sufficient
capital to apply for permission to exercise
fiduciary powers at beginning of 1929_ ___ 2, 83 ' 586, .2064 972 .3423 778 .2740 320 .1127 128 .0450 .55 .0196

National banks having authority to exercise
fiduciary powers which have amended
their titles to include the words "trust

,
,
I

company' Oct. 15, 1929 302 2, .0066 5. .0165. 58 .1920 97 .3211 8.3 .2748 57 1890.

FL)
14=s
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Fiduciary activities of national banks by Federal reserve districts as of June 29, 1929

Number Numberauthor-
ized to exercis-

iFederal reserve districts ng fidu-exercise miryfiduciary powerspowers

Number
of indi-
vidual
trusts
being

adminis-
tered

Number Number
of cor- Bond issues of banks

Assets of porate outstanding adminis-
individual trusts where bank tering

trusts being acts as insur-
adminis- trustee ance
tared trusts

Boston 231
New York 362
Philadelphia 290
Cleveland 159
Richmond 193
Atlanta 146
Chicago 386
St. Louis 151
Minneapolis 109
Kansas City 196
Dallas 101
SamFraneisco 118

Total 2,442

168
274
244
130
146
96
270
99
48
107
60
94

4,884
8,780
10, 178
6,754
3,507
3,039
9,219
2, 115
978

3,838
818

12,876

$287, 264, 324
1, 226, 979, 151

176, 954, 884
234, 267, 293
198, 306, 728
134, 388, 716
646, 270, 959
51, 741, 796
36, 678,949
254, 479, IM
95, 225, 575
895, 091, 165

456
2,227
379
814
278
547

1,540
325
194
535
249

1,668

$440, 646, 059
4, 737, 986, 867

102,847, 115
156, 461, 300
94, 355, 216
143,645, 760
800, 122, 060
49, 382, 799
17, 068,971
80, 943, 398
67, 219, 333
679, 275, 578

1 I
I Number Number 

/

Number Volume of I of banks , of insur- Face value ,i Trust de-

of insur- assets of I holding , ance 1 of insurance ,/ partment
gross earn-ance insurance insurance trust 1 policies held 

trusts trusts trust agree- under trust'
being under agree- !vents agreements cal year

endingadminis- adminis- ments , not yet not yet 
June 30,tered tration not yet i opera- operative

operative' tive 1929

10
18
16
13
14
9
10
1
2
9
3
13

31
59
41
14
13
19
1
2
24
3
32

$2, 625,909
1, 032, 344
2, 509, 970

737, 710
311,746
778,496

1,820, 143
30, 051
41, 261
562, 378
19, 108

915, 516

52 1 825
86 1,269
70 I 678
571 1,12-5
49 430
311 638
80 1 1,277
16 1 335
11 1 82
35 , I, 02026 1 219
45 ! 1,609

$43, 532, 087
80, 175, 742
34, 685, 792
52, 051. 262
18, 142, 990
23, 556, 159
37,401, 686
13,415, 795
3, 169, 225
14,594, 239
7,48-5, 379
47, 314,053

El, 877, 000
8, 417, 000

846, 000
I, 074, 000
611, 000
581,000

2, 211, 000
327,000
115, 000
753,090
348, 000

3, 4M, 000

1,734 66,776 4, 237, 648, 683 9,212 7, 370, 154, 456 118 271 11,384, 632 558 9, 505 375, 524, 409 20, 583, 000
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Ratio to capital funds of earnings of member banks distributed according to size of
bank

BOSTON DISTRICT

Loans and investments

Under $500,000 
$500,000 to $1,000,000 
$1,000,000 to $2,000,000 
$2,900,000 to $5,000,000 
$5,000,000 to $10,000,000 
Over $10,000,000 

Total

Net
earnings
(before
losses)
1925

Per cent
) 8.2
' 9.4

10.7
10.7
10.3
11. 2

9.9

Net profits (after losse0)

1925

Per cent
6. 7
7. 7
8.6
8.5
8. 1
6.8

7, 9

1928 1927

Per cent Per colt
6.7 

7.7.3 8.69.9
8.7 

&8.1
7.2

8.2
31

NEW YORK DISTRICT (ABOUT 40 SELECTED MEMBER BANKS IN EACH GROUP)

Loans and Investments

Under $500,000 
$500,000 to $1,000,000 
$1,000,000 to $2,000,000 
$2,000,000 to $5,000,000 
$5,000,000 to $10,000,000 
Over $10,000,000:

Outside New York City 
In New York City 
Total 

Loans and investments

Net earnings (before losses)

1923 1924 1925 1926 1927

Per cent
10. 5
12. 2
14. 7
15. 7
15. 2

13. 4
13. 3
13. 8

Per cent
10. 3
11. 9
13. 7
13. 8
16.0

14.4
13. 5
13. 4

PHILADELPHIA DISTRICT

Under $250,900 
$250,000 to $500,000 
$500,000 to $750,000 
$730,900 to $1,0043,000 
81,990,990 to 31,250,000 
$1,250,000 to $1,500,000 

Loans and investments

Net profits
(after

losses)-
national

banks only,
1927

Per cent
5. 5
9.0
9. 3
8.
9.8
9. 4

Per cent
11.6
11.2
14.7
15. 6
15. 0

14.4
13.4
13.7

Loans and investments

Per cent
11.2
13. 6
14. 8
14. 3
14. 2

14.4
13. 8
13. 8

$1,500,000 to $2,000,000  
$2,000,000 to 83,000,000 
$3,000,000 to $5,000,000 
$5,000,000 to $10,000,000 
$10,000,000 and over 

RICHMOND DISTRICT

Under $250,000 
$250,000 to $500,000 
$500,000 to 31,000,000 
$1,000,000 to $2,000,000 

Net profits
(after
losses),
1926

Per cent
3.0
4.3
5.8
7.3

Loans and Investments

$2,000,000 to $5,000,000 
$3,000,000 to $10,009,000 
$10,000,000 and over 

Per cent

14.3
13.
14.

13.3
12 5

Net profit
(after

losses)-
national

banks onlYr
1927

Per cent

9.7
8.6
9.3
8.3

Net profits
(atter
losses),
1926

Per cent
5.
7.6
9.

 la



re of

27

cent
6.0
7.8
6.8
$.7
a'
7.3

a

P)

54
1.2
I. ft
4.5
3.5
4.

3 2-
2. 5
3.3

is

y,

7
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natio to capital funds of earnings of member banks distributed according to size of

bank-Continued
CHICAGO DISTRICT (EXCLUDING BANKS IN CHICAGO)

Loans and investments

!Ass than $250,000 4a5,2,0ou to $5411,000 
ir,004) to $750 000 
$ 50,000 to $t ocio 000 $1,1130,„,000 to 41 5tio. ,,,00moo to $2,000,000 
g,LOO,000 to $3000000 
84,'",,,000 to $400:000 
$6"".,000 to $5,000000 
..,„090,000 to $6,000,000 00,000 to $10,000,000 $10,050 

to $15 000 000 sJver $15,000,003 "

Total 

Net earnings Net profits
(before losses) (after losses)

1926 1928 1926 1928

Per cent Per C7114 Per cent Per cent
5.9 6.4 0.7 0.3
8.1 9.1 1.9 2.4
9.6 10.0 3.9 4.8
9.9 10.3 5.4 .1.5
10.2 10.4 6.8 5.1
11.4 12.2 7.8 6.8
13.0 12.6 8.1 8.9
11.9 12.1 8.2 8.1
11.8 12.7 9.1 9.7
13.6 11.1 8.7 8.7
12.4 12.5 9.7 8.2
13.2 12.0 10.1 8.2
12.1 10.0 9.8 7.7

11.6 10.9 8.2 7.2

ALL BANKS IN STATE OF ILLINOIS (EXCEPT COOK COUNTY)-1928

Loans and investments
Net profits

(after losses) Loans and investments Net profits
(after losses)

Linder mow 
2,60,000 to $500,000 
rw,000 to $750000 *40,000 to $1,2i0,000 

3. 3
4.3
5. 1
6.9

$1,250,000 to $2,000,000 
$2,000,000 to $5,000,000 
$5,000,000 to $10,000,000 
Over $10,000,000 

5.5
7.4
6.3
11.1

ALL BANKS IN STATE OF IOWA

Loans and invest-
ments

Net earnings Net profits (after losses)

1924 1925 1926 1927 1924 1925 1926 1927

Under $75,000 
:,5,000 to $100 000
$1,00.000 to $150 ooir..50,00o to $25d000 .4500,0o0 to $500,000:::

to $750,000- - -gee.000 to $1,000,000
•,;.000,0oo to $1,75o ,111Over :1,750,000 

Total 

Per cent
0.9
3. 0
2.6
5.0
6.8
7.2
7.6
8.9
9.2

Per cent
0.3
2. 5
3. 4
4.5
6.8
7.8
8.5
8.6
10.7

Per cent
0.2
3. 4
4. 0
6.0
7.7
8.7
10.1
9.1
10.9

Per cent
0.9
4.8
4. 5
6.0
7.4
9.6
10.4
9.1
9.7

Per cent
-6.6
-5. 6
-7. 3
-2.2
-.9
-1.2
-1.5
4.1
3.3

Per cent
-9.6
-8. 8
-6. 3
-4.7
-1.0

.8

.5
6.3

1.0

Per cent
-7.6
-.
-5. 4
-2.2

-2.3
2.7
4.3
6.2

1.

Per cent
-9.5

1 -5. 2
-5. 9
-4.1
-1.6
1.6
1.0
1.4
4.4

.87.5 8.0 8.7 8.5 .5

ALL BANKS IN STATE OF INDIANA, 1927

Loans and investments
Net earn-

ings
Net profits
(afterlosses)

Under $75,000 
475,0(X) to $100500 
p00.000 to $150,050 
IL50,000 to $2500 
iffin'au,°00 $54:10 000 

to $750 000 
so.000 to $1,000,000 11050050 to $2 000 000 

to $5,00400 
Over,,ver $5,000,00d 

Total 

Per cent
4.2
4. 8
6.6
7.9
9.0
9.2
9.3
10.6
11.0
10. 1

9.8

Per cent
2.8

-1.9
3. 4
5.0
6.0
5.5
6. 1
7.4
8.3
7. 7

6.9

ALL BANKS IN STATE OF WISCONSIN, 1927
- -

Under $150,000 

1150,030 to $250,000 250,000 to $350,000 
t$L50,000 to $500,000 
'..10,000 to $750,000. Momoo to $1 om000 V,.009,950 to ii,soo,000 
-,500,0oo to $2,000,000 
02,000.000 to $5,000,000 
Over $5,000,000 

Total 

6.9
9.5
II. 5
11.8
13. 1
12.1
14. 2
15. 5
14.0
12.0

12. 7

1.8
4.3
8. 6
7.9
8. 5
7.3
10. 8
11.5
10. 1
15.9

9. 4
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ANALYSIS OF MEMBER BANK EARNINGS AND EXPENSES, CHICAGO FEDER,"
RESERVE DISTRICT, DECEMBER 31, 1927, TO DECEMBER 31, 1928, INCLUSIVgl
BY MEANS OF RATIOS OF AGGREGATES

The third special compilation of statistics on earnings and expenses of member
banks in the Chicago, Federal reserve district—covering the calendar year 1928 
hasbeen completed and the results thereof are presented in this pamphlet to

member banks and others interested, to provide the banks with data in a form
readily usable by them as a basis for comparing their own operations with those.
of other banks, and in cases 'Where they are desirous of so doing, to aid them la
discovering wherein a higher degree of efficiency might be attained.
The first of these special compilations of earnings and expenses, in so far ss

the seventh Federal reserve district is concerned, was based upon reports of opera'
tions for the year 1924. It was followed by a second study, covering 1926, the
latter distributed in printed form in the spring of 1928. The current study follows
closely the lines laid down in the 1926 compilation, and includes, as did that for
1926, data for banks classified according to the size of centers in which they are
located and further classified within such groups according to the size of the
banks as measured by the volume of their principal earning assets, i. e., total
loans and investments. The 1928 compilation includes two tables not presented

in the previous studies, namely, one showing ratios of selected earnings and
expense items to related bases for all member banks in the district, and a similar
tabulation excluding the city of Chicago. It is believed these additional data
supplement the other material in an interesting and helpful way. They will
be found on page 11, together with a brief analysis of them.

METHOD OF COMPUTATION

A few points regarding the method used in computing the accompanying
tables, and suggestions regarding the method which might be used in computing
ratios for an individual bank comparable with the data shown herein, may prove

helpful in interpreting them, and add to their usefulness in gaging the position
of any particular bank.
The original information underlying the statistics was in all cases derived from

the regular reports of condition and of earnings and expenses which member
banks are required to submit periodically to the Federal Reserve Board and to
the Comptroller of the Currency, and it may be remarked that the amount of

detail provided by these reports determines the scope of the statistics which maY
be compiled from them. Although the reports are not so complete as might be
desired in respect to such matters as income and expense directly related to the
banks' premises, statistics summarizing the earnings and expenses of member

banks as reported are of considerable value. At least a part of this value will

be realized if the accompanying comparative tables and charts based on these

statistics but emphasize the importance to banks of adequate records and analyses

of their operations.
In compiling the ratios for groups of banks as presented in the accompanying

ables, the first step was to classify the banks into groups, first according to the

size of the centers in which they were located, and then according to the size of

the banks. Following this, figures from the condition and the earnings and
dividend reports of the individual banks were combined to obtain aggregate
figures for each of the groups. These aggregates were then employed in calcu-

lating various group ratios. Ratios, or percentages, are used because groups of
banks having earnings and expenses of widely different magnitudes are 

more

easily compared by means of percentages than on the basis of the actual dollar
amounts.
Four bases have been used in calculating the ratios (see Table I). They are

(1) earning assets (gross loans and investments); (2) capital funds (capital, sur-

plus, and undivided profits exclusive of reserves for taxes, interest, etc., accrued);

(3) gross earnings; and (4) gross deposits. The ratios were obtained by dividing

the aggregate figures for the various items of earnings and expenses (or such 
other

items as were to be expressed in the form of ratios), of a given group by the base

figure for the same group, and expressing the result as a percentage; for example,

the ratio of interest and discount received to average earning assets for banks in

a given group was obtained by dividing the aggregate amount of interest and dui;

count received by banks in that group by the aggregate amount of the banks'

earning assets. The figure for earning assets, capital funds, and gross deposits

which were used as bases on which to calculate ratios are averages of amounts
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reported an the five condition reports submitted during the year, including thereports for December 31, 1927, and December 31, 1928.1
reol'dbie was done because changes which occur in these items during the year
due er it desirable to ascertain approximately the average volume outstanding
rattlrig the year before relating earnings and expense data to them by means of'X An individual bank may make rough comparisons of its earnings and ex-penses with those of groups of banks by means of ratios calculated on the basis of
e4,41.11ing assets (and other items from its condition report) for a single date. It
:uld be better, however, for the bank to follow as closely as possible the proced-

a„e by which the accompanying ratios were obtained, using averages of the
,....rnnts of its earning assets, capital funds, and deposits as reported for the five4̀41,1 dates during the year.2

compiling these statistics member banks were classified into groups according
their size and location in order to obtain a certain amount of uniformity among
,e banks within the various groups. An important statistical result of this pro-ee
i;inre was to eliminate to a considerable extent the disproportionate influence oftt,
W„'ge banks upon the ratios for the earning asset groups. A more important result
e.:8e8 to make possible comparisons between groups of banks which were, in each
tra , subject to similar conditions of operations in respect to the volume of theirof p,sactions and the size of the centers which they served. The size of banks and

the centers in which they are located are not the only, or always the most im-Portant
? criteria of the conditions under which they operate. For this reason, in

diglParing itself with other banks, any given institution should take into account
b:.eLrences in the character of its operations as compared with those of the other

.1• ."8. These differences are, in part, indicated, by dissimilarities in the proportion

earline deposits which a bank holds and in the proportion of its investments to its totalfling assets and to some extent, by the relative importance of earnings which itderives in forms other than interest and dividends on loans and investments. It
tri 'oc important to bear in mind the effect on earnings and expenses of variations

i,3ractice as regards cost and income directly related to bank premises.rat.. cr your convenience in determining what figures to use in computing these
re'lce, we list below the numbers on the national and State banks' condition
Ports and on the reports of earnings, expenses, and dividends for all the items

ftlosi?d,in the study. Items taken from condition statements, Form 2130, No. 319
442s1National banks, and Federal Reserve Board Form 105 (revised November
0), for State member banks:

I. Ewarn as assets 
;.-,41Dital, surplus, and undivided profits 
,Vreas deposits 

• cieposits 

National banks State banks

Items 1, 2, 3, 4 
Items 15, 16, 17, 18 
Items 21, 22, 23, 24 
Item 23 

Items 1, 2, 3, 4.
Items 14, 15, 16, 17.
Items 19, 20, 21, 22.
Item 21.

ft) 'tenni taken from reports of earnings and dividends, comptroller's Form 2129
leY national banks, and Federal Reserve Board Form 107 for State banks (revised
"°vernber 1928):

1,
2, Arrest and discount received a. ,„_,,other earnings 

a.“11, gross earnings 6. ?names and wages 
interest  and discount paid on borrowed

7. • reSt paid on deposits 
8. ,;L,ses 
• Other expenses 
10, Lai expenses 
" et earnings 

;12.. Net losses 
to profits  

VIdends 

National banks State banks

1 (a, b, and 0) 
1 (d, e, f, g, is, and I) 
1 (a-i inclusive) 
2a 
2b 

2 (c, d, and e) 
2f 
2g 
2 (a-g, inclusive) 
3 
J5 (a, b, c, d, and e) minus.
14 (a, b, and c) 
6 
13

1(a, b, and c).
1 (d, e, f, g, is, and i).
1 (a-1, inclusive).
2 a.
2 b.

2 (c, d, and e).
2 f.
2 g.
2 (a-g, inclusive).
3.
5(a, b, c, and d) minus.
4 (a, b, and c).
8.
13.

Change to deficit if minus item.

it ittl.h View of questions which have arisen in the past concerning the meaning of "average" as here used,
a I"! 1)9 said that figures for the five dates wore merely added together and then divided by five.

t118,,0 utilizing group ratios which are presented in the following tables, It should be borne in mind that
sre ratios of aggregate amounts, and that consequently the Influence which the figures of the largerTan of a given group exert on the group ratio is somewhat disproportionate to the number of such banks.
not a consideration of great important tor most of the groups, since the range of size within any oneis relatively narrow.

10013G-30-VOL 1 PT 0 3
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With these figures at hand, all that is necessary in order to determine the

percentage ratio is to divide each item for which a ratio is desired by the base
figure. Given below are the various items for which ratios are shown in .

the.

accompanying tables, indicating the operation involved in their computation.

Interest and discount received divided by average earning assets.
All other earnings divided by average earning assets.
Total gross earnings divided by average earning assets.
Interest paid on deposits divided by average earning assets.
Interest and discount paid on borrowed money divided by average earning

assets.
Salaries and wages divided by average earning assets.
Taxes divided by average earning assets.
All other expenses divided by average earning assets.
Total expenses divided by average earning assets.
Net earnings divided by average earning assets.
Net losses divided by average earning assets.
Net additions to profits divided by average earning assets.
Stocks and bonds divided by average earning assets.
Average earning assets divided by average capital, surplus, and undivided

profits.
Net earnings divided by average capital, surplus, and undivided profits. .,
Net additions to profits divided by average capital, surplus, and undivideu

profits.
Interest paid on deposits divided by gross earnings.
Interest and discount on borrowed money divided by gross earnings.
Salaries and wages divided by gross earnings.
All other expenses divided by gross earnings.
Total expenses divided by gross earnings.
Net losses divided by gross earnings.
Net additions to profits divided by gross earnings.
Dividends divided by gross earnings.
Interest paid on deposits divided by average gross deposits.
Average time deposits divided by average gross deposits.
Average capital, surplus, and undivided profits divided by average gr°85

deposits.

By computing these per cent relationships between the various items, &II
individual bank may compare itself with the group of banks to which it belong;
It will reveal any ratios which are much out of line with the group averages
other institutions of its size. Many variations from group averages may /07
shown due to peculiarities in the bank's particular situation or to the tyPe ,et
business handled, as already noted. Other differences might bring to lign
conditions which officials would wish to correct.
We should welcome any questions which may arise, either with respect te

working out these ratios or in regard to results obtained.

L
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TABLE I.-Earnings and expenses of member banks in the Chicago Federal reserve district, banks grouped according to size, December 31, 19.6'7,
to December 81, 1.9e8

Member banks outside the city of Chicago with earning assets of-

Descript ion of ratios
Less than
$250,000

$250,000 $500,000 $750,000
to to to

$500,000 $750,000 $1,000,000

$1,000,000
to

$1,500,000

$1,500,000
to

$2,000,000

$2,000,000
to

$3,000,000

$3,000,000j
to

84,000,000

$4,000,000
to

$5,000,000

$5,000,000
to

$6,000,000

86,000,000
to

810,000,000

$10,000,000
to

815,000,000

Group No (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) I (12)
Percentage of the follow-
ing to average earning
assets: I
Interest and dis-
count received 7 6.53 6.52 6.14 5.96 5.86 5.84 5.83 5.70 5.79 5.47 5.68 5.48

All other earnings_ _ _ . 61 .53 . 49 , .51 .50 .70 .81 .83 .87 . 77 .76 1.08
Gross earnings 7. 15 6.85 6.62 I 6.47 6.36 6.55 6.64 6.53 6.66 6. 24 6.44 656
Interest paid on de-

posits 1.89 2.26 2.35 2.42 2.33 2.25 2.20 2. 11 2.24 2.07 2.2312.20
Interest and discount
on borrowed
money . 19 .11 .08 .07 .08 .06 .07 . 07 . 10 .11 .09 .10

(Salaries and wages 2.06 1.68 1.48 1.39 1.38 1.38 1.40 1. 47 1. 36 L38 L28 1.29
Taxes 
All other expenses_ . _

. 49
1.02

.38

.84
. 39 .35 .36
. 72 .72 .70

-37
. 73

.41

.79
. 35
.86

.38

. 79
. 37
. 76

.36

.77
.38
.84

Total expenses 5.65 5.26 5.02 4.94 4.85 4.79 4.86 4.86 4.87 4.69 4.73 4.80
Net earnings 1.50 1.58 1.60 1.53 5.51 1. 76 1.77 1. 67 1.78 1. 55 1.70 1.76Net losses 1.42 1. 16 .83 .70 78 .78 .53 . 55 . 41 . 61 .58 .56Net additions to

profits . 03 .42 .78 .82 . 73 .28 1 25 1.12 1. 37 .94 I. 13 L 20Average investments
(bonds and stocks)_ 21. 02 27.33 31. 70 36. 26 36. 83 37. 46 34. 55 34. 59 3323 37. 30 30. 79 32.91

Percentage of the follow-
ing to average capital
funds:
• Average earning as-

sets 430.05 571. 48 621. 64 671.79 691. 66 694.59 711.90 723.14 709. 31 714.65 730. 60 683. 40
Net earnings 6. 43 9.05 9.96 10. 28 10. 44 12. 23 12.62 12.07 12. 65 11.07 12. 46 12.02

Net additions to
profits I . 32 2.42 4.82 5.54 5.07 6. 81 8.87 8.09 9.71 6.74 8.24 8. 19

I Includes total loans, and total bonds and stocks.
Includes interest and dividends on bonds and stocks.
Includes capital, surplus and undivided profits (exclusive of reserves for taxes, interest, etc., accrued).
Equivalent to the ratio of net additions to profits to earning assets multiplied by the ratio of earnings assets to capital funds.

Over
$15,000,000

I All
1 member

Total, banks indistrict
(including
Chicago)

(13)

5.47
.18
6.03

2.16

(14) (15)

5.67
.67
6.34

2.20

5.39
1.16
6.55

2. 13

. .13 .13
1.15 129 1 1.29
.40 .39 .38
.77 .78 .85
4.68 , 4.79 4.79
1.36 1.55 1.76
.31 .52 .41

1.05 1.03

23.78 29.71

1.3.5

27. 22

736.24 704.11 693.14
9.98 10.89i 12.21

7.70 i 7.22 9.39

1
3
1
1
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TABLE I.-Earnings and expenses of member banks in the Chicago Federal reserve district, banks grouped according to size, December 81, 1927, cn
to December 31, 1928-Continued

Dtal escription of ratios

Member banks outside the city of Chicago with earning assets of-

To 

All
member
banks in
district

(including
('hicago)

Less than
$25°,0°°

$250000,
to

$500,000

•
$500,0001 $750,000

to ' to
$750,000, $1 000 000

$1,000,000
to

$1,500,000

$1,500,000
to

$2,000,000

$2,000,000
to

/3,000,000

I
$3,000,0001 $4,000,000 $5,000,000

to ' to , to
$4,000,000i $5,000,000 $6,000,000

$6,000,000
to

$10,000,000

$10,000,000

$15,0g0,000
Over

$15."'"
I

Group No (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15)
Percentage of the follow-
ing to gross earnings:
Interest paid on de- 1

posits 26.39 32.96 35.48 37.36:36.50 34.30 33 09 32.30 33.67 j 33 15 34.641 33.48 35.71 34.74 32.45
Interest and discount
on borrowed • •
money 2.71 1.67 1.16 1.04 1.26 .88 1.09 1.05 1.50 1.70 1.35 1.49 3.35 2.07 2.64

Salaries and wages _ 28.87 24.52 22.34 21.46 2166 21.11 21.06 22.53 20.49 22.16 19.93 19.60 19.00 20.42 19.7:
All other expenses_  21. 11 17.72 16.82 16.50 16.68 16.83 18.05 18. 56 17.55 18 17 17.36 18 62 19.47 Is. 36 18.8:
Total expenses , 79.08 76.87 75 80 7636 76.26 73.12 73.29 I 74.44 73.21 75.18 73.52 73.19 77.53 75.59 73.14
Net losses I 19.87 16.94 1250 10.89 12.20 11.91 7.95 8. 43 6.23 9.71 8.95 8.55 5. 15 8.24 6.21
Net additions to

profits 1.05 6. 19 11.70 1275 11.54 14.97

i

18.76 17. 13 20.56 15. 11 17.53 18.26 17.32 16 17 20. 6:
Dividends declared 8.36 9.73 11.16 10.05 11.26 11.53 10.89 11.13 12.63 11.73 1500 12.62 11 51 11.82 12.71

Percentage of the follow-
ing to average gross de- ,

posits: 1
Interest paid on de- 1

posits C 1. 92,
Average time de- ,

2 27 2.34 2.40 2.30 2.20 214 203 2.07 2.00 215 2.01 206 212 2.151

posits I 36.85 51.09 53.23 57.57 56.85 57 48 54.04 52.18 46.11 48.24 51.51 37.53 43.84 49.87 41.81
II Average capital

funds 23.64 17.59 16.05 14.79 14.28 14.11 13.67 13.28 13.2$ 13.52 13.22 13.40 12.99 13.67 13.71
Number of banks 134 271 176 124 145 80 69 44 31 15 43 19 25 1,176 1,235

5 Includes demand, time, and Government deposits plus amounts due to banks.
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BRANCH, CHAIN, AND GROUP BANKING 623
This hiea table includes 1,176 member banks (1,239 for the entire district, includingeach go), which have been classified into 13 groups with 27 ratios computed for

group, 13 on average earning assets as a base; 3 on average capital, surplus,and undivided profits; 8 on total gross earnings; and the remaining 3 on averagegrOss deposits.The trends shown in 1928 are similar to those in the corresponding tabulatioi.fOr 1
926, especially those ratios based upon gross earnings, which represent a

Pjreentage distribution of the banks' earnings as between amounts absorbed by
; 1̀3enses, losses, and amounts remaining as profits, and which are thereforePerhaps the most easily understood and generally speaking provide the mostready means of making useful comparisons between groups Of banks and between
deals banks and groups. For instance, the portion of Table I, which
1918 with banks outside the city of Chicago, gives evidence, as was the case in

6, of a tendency toward proportionately smaller expenditures for salaries0, 
wages by larger banks as compared with those of smaller size, a trend also

..',"dent in the tabulation presenting the data for banks classified according toylze of center in which located. For the group composed of the smallest banksearniflg assets less than $250,000), the percentage of gross earnings paid out for
aries and wages in 1928 was 28.87, as against 28.45 per cent in 1926, while thePercentages for the group comprising the largest institutions were 19 and 19.26

reSPecti vely.
Interest on deposits in 1928 absorbed 34.74 per cent of gross earnings, a small

ndUction from 1926, when 35.06 per cent of gross earnings constituted the costyi deposits. The foregoing item, combined with interest on borrowed money—
u
'a nds borrowed from other banks—represents the direct cost of the funds which

bank employs; as in 1926, interest on borrowed money in 1928 tended to be
iroPortionately larger in the case of the smaller banks; this trend, however, is• 88 clear than in 1926, the group of 25 banks with earning assets of over $15,000,000

1928 expending 3.35 per cent of their total gross earnings for interest and
ulscount on borrowed money, as against only 2 per cent in 1926. The group
e 

°InPrising the smallest banks, on the other hand, in 1928 employed a somewhat8 
trnaller percentage of their gross earnings for interest and discount on borrowedi
n„,n,e3', 2.71 per cent in 1928 as against 3.26 per cent in 1926.
ne proportion of gross earnings of member banks absorbed by total expenses

;as slightly greater in 1928 than in 1926, the percentage last year being 75.59
inninDared with 74.94 in 1926. Net losses were greater, most of the groups show-
eg. a heavier volume than in 1926, and for all member banks outside the city of
jeago, the aggregate was 8.24 per cent of gross earnings whereas in 1926 the

.,auo was 7.43. As was the case in the preceding study, the 1928 compilation
inWs that the groups comprising the smaller banks, in general wrote off heavier
uses than the larger institutions. As a result of the greater proportion of gross
e„arnings absorbed by expenses, coupled with heavier losses as between the twoYears, net additions to profits showed a material reduction, totaling 16.17 per
ent in 1928 and 17.64 per cent in 1926.
Attention is again drawn to the ratios in the accompanying tables which expresse

varnings and expenses in terms of average earning assets, i. e., in terms of the
v°11une of business handled by the banks as indicated approximately by the
Ginnie of their loans and investments. Both earnings and expenses in relation
w"),earning assets show a fairly uniform downward trend for the smaller groups,
tisInle in the so-called intermediate groups (earning assets $1,500,000 and more),

show no particular trend; for the group of banks with earning assets over
e'15,000,000, however, a drop in both earnings and expense items is evident as
ininDa.red with preceding groups. Salaries and wages show a progressive decline
:r banks up to the million-dollar earning asset group, and remain practically
. the same level until reaching banks of the $6,000,000 size, after which anotherre •/„,1) Is noticeable, especially for the group with earning assets of over $15,000,000.
c"‘erest on deposits in 1928, for all member banks outside Chicago, was 2.20 per
trt of average earning assets, the ratio being materially lower than in 1926 in
a group of smallest banks. Losses as expressed in relation to average earningassets show a uniform downward trend with the increase in size of bank, and
Ilditions to profits nidved upward in 1928, although after the group of banks$3,000,000 size is reached, both of these trends are irregular.- A steady gain
in the ratio of earning assets to invested capital can be noted in the groups of
arger banks.
Differences between banks in respect to earnings and expenses are a reflection

T, differences in organization, efficiency, and character of business handled.nese basic differences are evidenced to some extent, though not wholly, by
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differences in the size of the banks and in the size of the centers which they eery°.
The ratios which are discussed above take no account of differences in the sloe
of the centers in which the banks operate, or of other differences in their operate
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ing situation, and this fact accounts, to a considerable extent, for the irregularitY

of movement in some of the ratios. A tabulation of banks grouped according

to the population of centers in which they are located is presented in Table 
III.
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TABLE III.-Earnings and expenses of member banks in the Chicago Federal reserve8di.i8,tritc912,;)anks grouped according to size of centers, December 81, 1927 to December

Member banks in centers with a population
of-

Percent1„f age of the following to average earn-" essets:i
nterest and discount received 3 All other earnings  

6.37 6.02 5.90 5.63 5. 18 5.39
Or 

Other
earnings  6

.46 . 50 . 60 ' . 92 1. 37 1. 16

, terest paid on deposits  
. 83 6. 52 6. 50 6. 55 6. 55 6. 55

ill:est and discount on borrowed 
2. 49 2. 43 2. 33 2. 20 2. 05 2. 13

,8a18%Yand wages 
A AVMS 
All other expenses s_otal expenses
Net earnings 
Net losse 
NAIet additions to profits 

p2parage investments (bonds and stocks) _
tesiZof the following to average cap-

average earning assets  599.88 675.84 710. 75 702 29 694. 15 693. 14
Net.,,  earnings 9.43 10.75 11.67 11.89 12.60 12.21'pe
! additions to profit 4  3. 58 5. 55 6. 53 7. 88 10. 67 9. 39

7:_nitage of the following to gross earnings:
toterest paid on deposits 
Interest and discount on borrowed
6 es 

es

moneya and 
wag 

All other expenses ._Total expenses etet losses
,I,V9Ity.additions to profits per2-1_1 idends declared 

,intp.ge of the following to average grosslositsts
.nterest paid on depositsverage time deposits 1,1Q,y1. orece capital funds 
'" f banks 

All member
Description of ratios ,   banks in the

1 Less than to to , to and
1,000 5,000 1 15,000 100.000 district

,000 5,000 15,000 1 100,000 over
 1 

.12 .00 .08 .08 .16 .13
1.57 1.40 1.38 3.37 1.24 1.29
.35 .35 .30 .38 .39 .38
.74 .68 .71 .82 .89 .85
5. 26 4.93 4.86 4.86 4.73 4.79
I. 57 I. 59 1. 64 1. 69 1. 82 1. 76
.98 .77 .72 .57 .28 .41
. 60 . 82 . 92 1. 12 1. 54 1. 35

25. 77 35. 14 36. 85 32. 71 24.03 27.22

38.38 37. 32 35. 81 33. 63 31. 35 32. 56

1.72 .98 1.22 1.25 2.39 2.00
22.93 21.41 21.20 20.96 18.98 19.73
15.96 15. 92 16. 50 18. 33 19. 55 18. 81
76.99 75. 62 74. 73 74. 17 72. 27 73. 10
14.28 11.78 11.13 5.72 4.28 6.23
8.73 12.59 14. 14 17. 11 23.47 20.67
9.71 10.55 11.12 13.21 13.02 12.70

2.51 2.41 2.29 2.09 1.94 2.03
58.82 56.58 57.60 49.13 36.45 41.53
16.58 14.64 13.84 13.53 13.82 13.75
295 453 196 190 105 1,239

i_"ncludes total loans, and total bonds and stocks./901.es interest and dividends on bonds and stocks.
I t‘Tt!cles capital, surplus, and undivided profits (exclusive of reserves for taxes, interest, etc., accrued.)

a....,quivalent to the ratio of net additions to profits to earning assets multiplied by the ratio of earning-14' to  capital funds.Includes demand, time, and Government deposits plus amounts due to banks.

In this table are given data similar to those carried in Table I, with banks
gra'ssifind according to the population of cities in which located, five population
ie°111)8 being used as was done in the 1926 study, namely, (1) Banks in cities of
i(p than 1,000 population, (2) 1,000 to 5,000, (3) 5,000 to 15,000, (4) 15,000 to
Pop' and (5) 100,000 and over. In subsequent tables, banks in each of the
,„tilation groups listed above are further classified according to volume of
erage earning assets and ratios computed. A few noteworthy facts brought out
Y these compilations are cited:
„An increase in the size of city is accompanied by a decline in the ratio of interest
ZIti discount received to earning assets; on the other hand there is also evident an
crease in the ratio of "other" earnings, so that as a result of the contrary trend

AL these items, total earnings showed irregular fluctuations and no definite trend.
h-'11 increase in the size of the bank, or in its earning assets, however, was accom-
Orfied by a downward movement in both interest and discount received and
b,(Ither" earnings, for groups of banks with less than $1,500,000 earning assets,
si earnings reflecting this trend definitely whether arranged with reference to ze of city or not. Total expenses move fairly uniformly downward with an
b.:1'ease in either size of city or of bank. Net earnings, determined as they are
tLY variations in gross earnings and total expenses, showed a fairly uniform upward
'rid accompanying  increases in size of banks and of cities, net losses showing a
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reverse of this movement, thereby further emphasizing the upward trend for addi"
tions to profits. As there is a distinctly upward tendency in the ratio of ear] ing
assets to invested capital with an increase in size of bank, and as this trend is
apparent irrespective of whether banks are arranged according to their own size
or that of city in which located provided the population does not exceed 15,'
the ratio of additions to profits on the basis of invested capital shows an (ye°
stronger upward trend than when on the basis of earning assets.

TABLES IV A TO E, INCLUSIVE

These tabulations are designed to supplement Tables III and III-A, and fo
the basis of some of the discussion in the foregoing paragraphs. It will be ot'eu

TABLE III-A.—Distribution of gross earnings of member banks in the Chi ag°
Federal reserve district, banks grouped according to size of centers, December
31, 1927, to December 81, 1928

PER CENT OF
88145 EARNINGS
100

73°4, 42$9%
NET

80
1428%. 0,78%

,
1.••

,
'70 ••• 15,1•41, 

IF 924.

to

40

1414%

OD It DI

650%
OTHER a

22,9I°4 2I411, I , 2' 201

4ALAR 1E5

20

rift EsT-Trph F30-

TO PROftl I5

SE5 • _

8.72%

4.26%-  
6.23%

18 33%' 19.551, • 18:81.̀4

•

3r +(.", -7 s,

•irq BANK Fyusik

woo s,pso 16,0000

4°99 I4.999 99'.999
— POPULATION-

19 S1f,

100,000 TUTALAND
OVER

8,1443 018trsr ON 80880140101E1*INITREST ON BANK FUNDS INTENEST 

(Table III) that time deposits show a rising tendency for cities with less 11183)
15,000 population, and a downward trend for cities in the larger population gronl

d
*

For banks with earning assets of less than $1,000,000, the trend is upward an 

for the larger earning asset groups ($10,000,000 and over) there is a definit°3

downward movement, these trends typifying situations wherein both fact 0'

i. e., size of bank and size of city, are operative. Where the size of city as a fa tcl
is eliminated by following the trend as shown by the earning asset groups 

within 9

group of cities of uniform size, the tendency is upward for size of bank until re ell'

ing the $2,000,000 earning asset volume, and irregular thereafter. Where tbe

factor of bank size is eliminated by grouping banks of uniform volume of earl '

assets according to cities in which located, the trend is generally downvary

throughout all the groups.
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BRANCH, CHAIN, AND GROUP BANKING 627
'FABLE IV-B.-Earnings and expenses of member banks in the Chicago Federalreserve district, banks in centers of 1,000 to 5,000 population, December 31, 1927,to December 31, 1928

Description of ratios

Member banks with earning assets of-

Less I 8250,000
than to

8250,0001 8500,000

Percentage of the following to'werage earning assets:
Interest and discount re-ceived 2 
All other earnings 
Gross earnings Interest paid on deposits.- -
Interest and discount on
borrowed money Salaries and wages Taxes 

All other expenses 
Total expenses Net 

earnings Net losses 
Net additions to profits.- - -
Average investmentsp,, (bonds and stocks) '„_nentage of the following to

"erage capital funds: 3
Average earning assets No 

earnings Net additions to profits
eree..iltage of the following toweft. earnings:Interest paid on deposits  Interest and discount on

borrowed money Salaries and wages All other expenses 
Total expenses Net losses 
Net additions to Wont's- -
' 

D
ividends declared 

eke:nage of the following to
av„erage gross deposits:'
Interest paid on dePosits Average time deposits ktanA,Verage capital funds 
Per of banks  

6.45 6.27
.74 .55
7.20 6.82
2.07 2.05

.10 .11
2.12 1.78
.59 .40
1.02 .93
5.91 5.27
1.29 1.55
1.18 1.29
.11 .25

23.85 I 28.74

420. 64
5.43
.44

28. 79

1. 41
29.44
22. 44
82. ON
16. 48
1.45
7.61

1.98
40 59
22.71

25

554.04
5.57
1. 39

30.00

1. 57
241. 15
19. 55
77. 33
18.98
3.69
9.83

2. 05
45.50
18. 02
120

$500,000
to

$750,000

8. 16
.50
6.86
2. 37

. 07
1. 48
. 39
. 72
5. 03
I. 63
. 92
.72

32.01

614. 74
10. 05
4.42

35. 62

1.06
22.18
16.59
75..45
13.76
16.79
11. 10

2. 35
52.98
16.10
124

$750,000 $1,000,000
to to

$1,000,000 $1,500,000

$1,500,000
to

$2,000,000

Over
$2,000,000

5.91
.48
8.40
2.52

.06
1.30
.32
.as
4.89
1.51
. 71
. so

37. 31

702. 95
10.61
5.63

39.45

.98
20.38
16.83
76.40
11.08
12. 52
10. 53

2, 52
60.84
14. 23

75

5.83
.44
6.27
2.50

.03
1.30
.34
. 57
4.77
1.50
.66
.84

38.59

742. 24
11. 13
6.21

39. 93

. 77
20. 73
14. 85
76.06
10. 58
13. 38
10. 79

2. 47
57. 95
13. 29

81

6.11 5.96
.48 .72
6.58 6.68
2.57 2.70

.05 .05
L20 1.20
.33 .29
.59 .62
4.74 4.87
1.84 1.82
.49 .25
1.35 1.36

38.91 34.77

Total

6.02
.50
6. 52
2. 43

.06
1.40
. 35
.68
4.93
I. 59
. 77
.82

35. 14

775.39 838. 10 675. 84
14. 28 15. 18 10. 75
10.49 13.06 5.55

39. 09 40. 47 37. 32

.74 .70 .98
18.20 17.99 21.41
14.00 13.67 15.92
72. 03 72.63 75. 62
7.42 3.79 11.78
20.55 23.38 12.59
11.84 8.74 10.55

2.51 2.67 2.41
68.47 62.79 56.88
12.57 11.81 14.64

18 10 453

; ,Inqudes total loans and total bonds and stocks.
a OnIdes interest and dividends on bonds and stocks., vehicles capital, surplus, and undivided profits (exclusive of reserves for taxes, interest, etc., accrued.)sesetkuivalent to the ratio of net additions to profits to earning assets multiplied by the ratio of earning

to capital funds.
neludes demand. time, and Government deposits plus amounts due to banks.
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TABLE IV-C.-Earnings and expenses of member banks in the Chicago Federal
reserve district, banks in centers of 5,000 to 15,000 population, December 81, 1927
to December 81, 1928

Description of ratios
Less
than

8500, 000

Member banks with earnings asset of-

$500, 000
to

$750, 000

$750,000
to

$1, 000, 000

$1, 000,000
to

$1, 600,000

$1, 500, 000
to

$2, 000, 000

$2, 000, 000
to

$3, 000,000

Over

$3' 000' (XX

Percentage of the following
to average earning assets:t
Interest and discount
received 2 7. 15 5.87 6.01 5.95 5. 79 5.77 5.99All other earnings 1.05 . 61 . 52 . 54 .60 .81Gross earnings 8.20 6,38 6. 53 6.49 6. 39

.69
6.47 6.60Interest paid on deposits_

Interest and discount on
2.61 1.67 2.17 2. 18 2.23 2.42 2 65

borrowed money .10 .17 . 09 .11 .05 .05Salaries and wages 1.95 1.69 1.56 1.44 1.35
.09
1.26 tnTaxes .43 .64 .41 .42 .36 .29All other expenses 1.20 .88 .79 .80 .69
.33

.65Total expenses 6. 29 4. 96 5. 03 4.95 4. 68
.63
4.73 4.94Net earnings 1.91 1. 42 1. 50 1. 54 1. 71 1.74 1. 86Net losses 60 . 56 . 71 1. 12 1. 02 .49 .32Net additions to profits. _

Average investments
1.31 .87 .80 .42 .69 1.26 1.84

(bonds and stocks) 
Percentage of the following
to average capital funds:'

33.26 31.91 34. 11 34.27 36.78 40.25 38.27

Average earning assets_ - . 507.40 560.73 616.45 652.92 690.66 783.81 843.22Net earnings 9.68 7.98 9.27 10.04 11.80 13.66 13.98
Net additions to profits 3. 6.66 4.86 4.92 2.74 4. 73 9.84 11. 31Percentage of the following

to gross earnings:
Interest paid on deposits. 31.89 20.25 33.23 33.52 34.93 37.41 40.21
Interest and discount on
borrowed money 1.19 2.73 1.40 1.76 .76 1,38 0.81

Salaries and wages 23.73 26.46 23.97 22.23 21.19 19.44 19.61
All other expenses 19.90 22.25 18,36 18.80 16. 38 14.82 14. 23
Total expenses.  76.71 77.69 78.96 76.81 73. 27 73.05 74.86
Net losses 7.28 8.73 10.82 17.23 16.01 7,53 4. 80
Net additions to profits.. 16. 01 13. 58 12. 22 6.46 10.73 19.42 20. 34
Dividends declared 13.89 11.52 9.78 12.62 11.87 11.18 9.55

Percentage of the following
to average gross deposits:'
Interest paid on deposits. 2.67 1.72 2.15 2.18 2. 19 2.36 2.58
Average time deposits 44. 20 37.91 50. 37 55. 98 56.46 62. 16 63. 19
Average capital funds. _  . 20.11 18.27 16.09 15.23 14.22 12.44 11.52

Number of banks 5 18 39 45 95 28 18

Includes total loans, and total bonds and stocks.
Includes interest and dividends on bonds and stocks.
Includes capital, surplus and undivided profits (exclusive of reserves for taxes, interest, etc. accrue'
Equivalent to the ratio of net additions to profits to earning assets multiplied by the ratio' of earning

assets to capital funds.
'Includes demand, time, and Government deposits plus amounts due to banks.
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TABLE IV-D.-Earnings and expenses of member banks in the Chicago Federal reserve district, banks in centers of 16,000 to 100,000 population,

,tkr• go4z,v,

December 81, 1.9,67, to December 81, 1.9.6'8

r-
WZ-Z.VaVAad, 

9.t-• 7+ 9.

Member banks with earning assets of-

'Description of ratios
!ASS than

$1,13°°,0°°

$1,000,000
to

$1,500,000

$1,500,000 1
to

$2,000,000
$2,000,000

to
83,000,000

$3,000,000
t o84,000,000

$4,000,000
to

$3,000,000
$5,000,000

to
86,000,000

$6,000,000
to

$10,000,000
$10,000,000

to
$15,000,000

Over

$15,000."
I Tote

ercentage of the following to average earn-
ing assets: 1

Interest and discount received 2 5.87 555 565 5.87 5.51 5.80 5.60 5.65 5.45 5.56 5.61
All other earnings .96 .79 1.30 I . 92 . 95 .90 .87 . 81 1. 28 .75 .92
Oross earnings 6.84 6.35 6.95 6.79 6.46 6.70 6.47 6.46 6.73 6.30 6.55
Interest paid on deposits 1.60 1.69 1.81 1.91 1.85 2.20 2.11 2.21 2.35 2.91 2.20
Interest and discount on borrowed money_ .03 .17 .10 .07 .07 .11 .11 .06 .05 .14 .08
Salaries and wages 1. 79 I. 66 1. 71 1. 54 1. 55 1. 36 1.42 1.31 1. 26 1. 17 1. 37
Taxes .54 .35 .46 .51 .37 .41 .41 .35 .35 .37 .38
All other expenses  1. 12 .96 1. 04 .90 .94 .80 .83 . 76 .86 .62 .82
Total expenses  5.07 4.82 5.12 4.92 4.78 4.88 4.87 4.70 4.88 .5.22 4.86
Net earnings  1.77 1.52 1.83 1.87 1.65 1.81 1.60 1.76 1.86 1.09 1.69
Net losses  .91 .50 .49 .64 .63 .47 .59 .68 .35 .51 .57
Net additions to profits  . 85 1. 02 1. 33 1.23 1. 05 1. 35 1.01 1. 08 1. 51 . 57 1. 12
Average investments (bonds and stocks). 42.00 34.56 38.78 30.47 32.89 33. 47 35. 12 31.94 38.24 25.23 32.71

'ercentage of the following to average capi-
tal funds: 3
Average earning assets 463.18 571.57 615. 44 638.51 680. 53 684.67 741.46 708.72 705.59 859.23 702.29
Net earnings 8.18 8.71 11.26 11.96 11.41 12.41 11.86 12.50 13.10 9.33 11.89
Net additions to profits 1  ,. 3.96 5. 84 8. 21 7.84 7. 15 9. 21 7.47 7. 66 10.65 4.93 7.88

'ercentage of the following to gross earnings: -
Interest paid on deposits  26.36 25.56 26.00 28.14 28.71 32.86 32.65 34.22 34.86 46.21 33.63
Interest and discount on borrowed money_ .39 2.74 1.38 .99 1.08 1.63 1.62 .96 .76 2.20 1.21

alaries and wages  26.13 20.15 24.68 22.60 24.02 20.39 21.94 20.33 18.74 18.56 20.96
All other expenses 1 24. 30 20. 55 21.60 20. 74 20. 22 18. 12 19.08 17. 18 18.06 15.81 18.33
Total expenses  74.18 76.00 73.66 72.47 74.03 72.94 75.29 72.69 72.42 82.78 74.11
Net losses  13. 33 7.90 7. 13 9.45 9. 71 6.97 9. 13 10. 58 5. 17 8. 13 8. 72
Net additions to profits 12. 49 16. 10 19. 21 18.08 16. 26 20. 09 15.58 17.73 22. 41 9.09 17. 11
Dividends declared 6.77 11.77 10.67 11,85 12.13 13.19 12.34 14.08 16.20 11.71 13.21

'ercentage of the following to average gross
deposits:'

.

Interest paid on deposits  1.52 1.59 1.78 1,86 1.77 2.07 2.03 2.13 2.13 2.72 2.06
Average time deposits  40, 57 38.00 45. 74 45.05 47.98 45. 69 50. 91 50. 78 41. 86 63. 26 49. 12
Average capital funds  20.49 16.55 16.02 15.22 14.03 13.79 12.94 13.62 12.85 10.85 13.53

lumber of banks  9 12 16 33 31 25 12 37 10 5 196

Includes total loans, and total bonds and stocks.
2 Includes interest and dividends on bonds and stocks.
3 Includes capital, surplus, and undivided profits (exclusive of reserves for taxes, interest, etc., accrued).
I Equivelant to the ratio of net additions to profits to earning assets multiplied by the ratio of earning assets to capital funds.
8 Includes demand, time, and OovernMent deposits plus amounts due to banks.
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TABLE IV-E.-Earnings and expenses of member banks in the Chicago Federal reserve district, banks in centers of 100,000 population and a
over, December 31, 1927 to December 31, 1928

Member banks with earning assets of-

Description of ratios
Less t li a n $1,000,000to

$2,000,000
to

$3,000,000
to

$4,000,000
to

$5,000,000
to

86,000,000
to

810,000,000
to

Over
Total

$2,000,000 83,000,000 $4,000,000 85,000,000 $6,000,000 $10,000,000 815,000,000 $15'"'"

Percentage of the following to average earning assets: I
Interest and discount received 2 5.09 5.51 5.52 5.011 5.32 5.13 5.58 5.51 5.14 5.11
All other earnings 1.88 .91 I 1.44 1.21 .84 1.20 1.32 1.32 1.39 1.31
Gross earnings 6.97 6.42 I 6.96 6.00 6. 16 6.33 11.90 6.74 6.53 6.51
Interest paid on deposits 1.52 1.54 i 1.73 1.77 1.72 1.88 2.07 1.96 2.07 2.01
Interest and discount on borrowed money .07 .02 I .08 .04 . 13 . 10 .19 . 17 . 16 . it
Salaries and wages 2.36 I. 93 i 1.99 1.99 1.54 1.62 1.60 1.36 1.20 L2
Taxes .20 .15 I .25 .26 .26 .27 .39 .40 .39 .31
All other expenses • 1 1.85 1.67 , 1.44 . 120 1.17 .98 1.01 1.04 .87 .81
Total expenses I 6.00 5. 32 . 5.50 5.25 4. 82 4. 85 5.25 4.94 4.69 4. 71
Net earnings .98 1.10 1.47 1.66 1.3,5 1.47 1.65 1.80 1.84 nin
Net losses .28 .26 .35 .37 .49 .47 .09 .80 .25 .21
Net additions to profits .70 .84 1.11 1.29 .86 1.00 1.56 1.00 1.59 1.51
Average investments (bonds and stocks) 68.02 42.02 43.34 36.43 39.07 I 38.59 25.14 26.86 23.04 24.07

Percentage of the following to average capital funds: 2
Average earning ASRPts 307.65 534.75 794.18 608.25 720.09 717.70 768.73 676.57 692.91 694. 11
Net earnings 3. 01 5. 88 11. 64 10.07 9.69 10. 60 12.67 12. 19 12. 77 12. 66
Net additions to profits 2 2.16 4.49 8.83 7.82 6.16 7.20 11.99 6.80 11.03 10.67

Percenrage of the following to gross earnings:
Interest paid on deposits 21. 82 23. 97 24.83 25. 59 27. 96 29. 75 29.96 29. 11 31. 72 31. 35
Interest and discount on borrowed money 1.65 .37 1.21 .59 2. 13 1.61 2.76 2.54 2.40 2.31
Salaries and wages  33.78 30.08 28.65 28.77 24.97 25.54 23.11 20.25 18.36 18.96
All other expenses  29.33 28.43 24.27 21.66 23.11 19.77 20.30 21.36 19.30 19.51
Total expenses  8.5.98 82.85 78.96 76.00 78.17 76.66 76.13 73.27 71.77 72.27
Net losses I 3.97 4.08 5. 08 5.37 7.94 7.50 1.28 11.83 3.86 4.26

'Net additions to profits  10.05 13.07 15.96 18.63 13.89 15.85 22.59 14.91 24.36 23.47
Dividends declared  7.24 3. 88 9. 19 7.63 8.36 9.08 16. 21 10.25 13.27 13. 02

Percentage of the following to average gross deposits:'
Interest paid on deposits  1.68 1.56 1.5$ 1.71 1.64 1.81 1.99 1.79 1.96 1.94,
Average time deposits  46.75 54.24 57.72 44.96 48.35 52.72 52.21 33.50 35.28 36.46
Average capital funds i 35.88 I 18.94 11.49 15.95 13.19 13.37 12.64 13.48 13.65 13.65

Number of banks I 3 I 8 9 4 11 9 14 12 35 105
I

I Includes total loans, and total bonds and stocks.
Includes interest and dividends on bonds and stocks.
Includes capital, surplus, and undivided profits (exclusive of reserves for taxes, Interest, etc., accrued).

4 Equivalent to the ratio ot net additions to profits to earning assets multiplied by the ratio of earning assets to capital funds.
Includes demand, time, and Government deposits plus amounts due to banks
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aemand, time, amt Government aeposits plus simuunta due ta banks

TABLE V.-.Earnrngs and arpenses a/ member banks in the Chicago Federal reserve district, selected ratios for banks pronged by size of center

and by size of bank, December 81, 1997, to December 81, 19.96'

Number of banks in each group

Size groups, banks
with earning assets of-

Less than $250,000 
$250,000 to $500,000 
$500,000 to $750,000 
$750,000 to 51,000,000_
$1,000,000 to $1,500,000- -
$1,500,000 to $2,000.000- -
$2,000,000 to 83,000,000_ _
$3,000,000 to $4,000,000_
$4,000,030 to $5,000,000-
$5,000,000 to $6,000,000-
$6,000,000 to $10,000,000_
$10,000,000 to $15,000,000
Over $15,000,000 

Total

Size groups, banks with
earning assets of-

Less than $250,000 
$250,000 to $500,000 
$500,000 to $750,000 
$750,000 to $1,000,000 
$1,000,000 to 41,500,000 
$1,500,000 to $2,000,000 
$2,000,000 to $3,000,000 
$3,000,000 to $4,000,000 
$4,000,000 to $5,000,000 
55,030,000 to $6,000,000 
$6,000,000 to $10,000,000
$10,000,000 to $15,000,000
Over $15,000,000 

Total

A

109
144
31
6
4
1

295

25
120
124
75
81
18
9

453

I I) E Total

5 9  

18 3 1 177
39 4 2 126
45 12 7 149
45 16 1 81
26 33 9 77
13 31 4 48
4 25 11 41
1 12 9 22
  37

10
5

196 i 190

134
271

14 51
12 22
35 40

1 
105 :1,239

Percentage of total gross earnings Percentage of total expenses to Percentage of net earnings to
to average earning assets average earning assets average earning assets

A

7.13
6.79
6.60
6.86

6.83

7.20
6.82
6.66
6.40
6.27
6.58
6.68

0.52

Percentage of net losses to average earning assets

C D E Total A B

6.20  
6.38  
6.53 6.84 6.97
6.49 6.35 6.42
6.39 6.95  
6.47 6.79 6.96
6.60 6.46 090
  6.70 6.16
  6.47 6.33
  6.46 6.90
  6.73 6.74
  6.30 6.53

6.50 6.55 6.55

7. 15
6.85
6.63
6.47
6.37
6.54
6.71
6.56
6.53
6.37
6.59
6.74
6.52

6.55

6.59
6.21
4.99
5.39

5.91
5.27
5.03
4.89
4.77
4.74
4.87

6.26 4.93

C D E

6.29
4.96
5.03
4.95
4.68
4.73
4.94

4.86

5.07 6.00
4.82 5.32
6.12  
4.92 5.50
4.78 525
4.88 4.82
4.87 4.85
4.70 5.25
4.88 4.94
6.22 4.69

4.86 4.73

Percentage of net additions to profits to average
earning assets

A

1.48
1.07
.64
.25

.98

1.18
1.29
.92
. 71
.66
.49
.25

. 77

0.60
.56
. 71
1.12
1.02
.49
.32

. 72

E ! Total

0.91 0. 23
.50 26
.49  
.64 .35
.63 .37
.47 .49
.59 .47
.68 .09
.35 .80
.51 .25

1.42
1.16
.82
.70
. 76
.77
.52
.54
.44
.53
.51
oo
26

A

0.07
.52
. 97
1.23

.57 .28 .41 .60

E Total

0.11   0.08
25 1.31   .42
.72 .87   .78
.80 .80 0.85 0.70 .82
84 .42 1.02 84 .74

1.35 .69 1.33   .97
1. 56 1.26 1.23 1. 11 1.26

1.34 1.05 1.29 1.13
1.35 86 1.24
1.01 1.00 1.03
1.08 1.56 1.22
1.51 1.00 1.23
.57 1.59 1.116

.82 .92 1.12 1.54 1.35

Total A B C

6.85 1.54
6.26 1.01
6.03 1.62
4.115 1.4
4.88 ,
4.79
4.93
4.89 •
4.86
4.82
4.86

1.20  
1.55 1.91
1.63 1.42
1.51 1.50

  1.50 1.84
  1.84 1.71
  1.82 1.74
  1.66

4.91  
4.71

4. 79 1 1.57.1.59 1.64
! I '

13 E Tot al

1.50
1.118
1.60

1.77 0.98 1.52
1.52.1.10 1.49
1.83   1.75
1.87 1.47 1.78
1.68 1.68 1.67
1.81 1.35 1.67
1.60 1.47 1.56
1.76 1.65 1.73
1.86 1.80 1.83
1.09 1.84 I 1.82

1.69 L82 1 1.76

Percentage of average earning assets to average
capital funds

A

432.38
595. 95
755. 72
¶12& 95

599.88

420.64
554.04
614. 74
702.95
742.24
775.39
5.36.10

507.40
566.73
616.45
652. 92
690. 5,5
783.81
843.22

675.84 710.75

16

463.18
571.57
615.44
638.51
686.53
684.67
741.46
708. 72
705.59
859. 23

307.65
534. 75

794.18
608.21
720.09
717. 70
768. 73
676.57
692.91

Total

410.05
1171.48
616.86
660.60
684.61
695.59
715.85
712.25
711.39
734.92
725. 17
688.97
697.43

702. 29 694. 15 693. 14
Crz
CA3



TABLE V.-Earnings and expenses of member banks in the Chicago Federal reserve district, selected ratios for banks grouped by size ãf center
and by size of bank, December 31, 1927, to December 81, /928-Continued

Site groups, banks with
earning assets of-

Percentage of net additions to profits to average
capital funds

A

Less than $250,000  0.29
$250,000 to $500,000 , 3. 08
8500,000 to $750,000  7. 36
$750,000 to $1,000,000  11.38
$1,000,000 to $1,500,000 
$1,500,000 to $2,000,000  '
$2,000,000 to $3,000,000 
$3,000,000 to $4,000,000 
$4,000,000 to $5,000,000 
$.5,000,000 to $6,000,000 
$6,000,000 to $10,000,000
$10,000,000 to $15,000,000 
Over $15,000,000 

Total 3.58

0.44  
1.39 6.66
4.42 4.86
5.63 4.92
6.21 2.74
10.49 4.73
13.06 9.84
  11.31

Percentage of interest paid on deposits to average
gross deposits

Percentage of average time deposits to average
gross deposits

E Total A B C D E Total

0.32
2.42
4.78

3.96 2.16 6.43
5.84 4.49 502
8.21   6.77
7.84 8.83 9.03
7.15 7.82 8.00
9.21 6.16 8.79
7.47 7.20 7.54
7.66 11.90 8.8.5
10.65 6.80 8.44
4.93 11.03 10.86

1.90 1.98   1.92
2.48 2.05 2.67   2.27
2.82 2.35 1.72   2.34
3. 15 2. 52 2. 15 1. 52 1. 68 2.39

2.47 2.16 1.59 1.5.6 2.28
2.51 2.19 1.78   2.19
2.67 2.36 1.86 1.58 2.11

2.58 1.77 1.71 2.00
2.07 1.64 1.97
2.03 1.81 1.94
2.13 1.09 2.09
2.13 1.79 1.94
2.72 1.96 1.99

A B C D E Total

3.5. 87 40. 59   36.85
57.16 45.50 44.20   51.09
65.96 52.98 37.91    53.20
74.59 60. 84 50.37 40.57 46. 75 .57.41
  57. 95 55.98 38.00 54.24 68.78
  68.47 56.45 45.74   5.7.69
  62. 79 62. 16 45.05 57.72 55.02
  63.19 47.98 44.96 51.80
  45.69 48.35 47. 50
  50.91 53.72 5.2.35
  50.78 52.21 51.20
  41.86 33.50 37.17
  63.26 35.28 36.23

5. 55 6. 53 7.88 10.67 9. 39 2. 51 2.41 2.29 2.09 1.98 2.03 56.82 56.88 5.7.60 49. 13 36.48 41.83

NOTE.-Size of city denoted as follows: A, under 1,000; B, 1,000 to 5,000; C, 5,000 to 15,000; D, 15,000 to 100,000; E, 100,000 and over.

This tabulation presents more compactly a portion of the data given in Tables IV-A to IV-E, inclusive. Here will be found nine
leading ratios, from those given in the tabulations mentioned, and also a recapitulation of the number of banks in each population group
classified according to the volume of earning assets.



TABLE VI.-Earnings and expenses of metnber banks in the city of Chicago, banks grouped according to size, December 31, 1987, to December
81, 1988

Member banks in the city of Chicago with earning assets of- _ _ _
All member
banks in the

district
Description of ratios r

Less than '$1,000,000 to $2,000,000 to
$1,000,000 ' $2,000,000 $5,000,000

$.5,000,000 to
$10,000,000

$10,000,000 to
$15,000,000

Over
$15,000,000

Total

Percentage of the following to average earning assets: 1
Interest and discount received 2 5.09 5. 53 5.46 5.32 5.56 4.96 5.01 5.39
All other earnings 1.88 1.12 1.09 1.75 2.19 1.86 1.83 1.16
Gross earnings 6.97 6.65 6.56 7.07 7.75 6.82 6.84 6.55
Interest paid on deposits 1.52 1.57 I 1.76 1.89 1.75 2.07 2.56 2.13
Interest and discount on borrowed money .07 .01 .10 . 13 .24 .13 . 13 . 13
Salaries and wages 2.36 2.24 1.73 1.85 1.52 1.23 1.29 1.29
Taxes .2) .15 .25 .33 .37 .39 .38 .38
All other expenses 1.85 1.86 1.22 1.12 1.66 .91 .95 .85
Total expenses 6.00 5.83 5.06 5.32 5.54 4.72 4. 79 4.79
Net earnings .98 .82 1. 50 1.75 2.21 2. 10 2.06 1.76
Net losses .98 .171.46 .261.83 .23 .25 .41
Net additions to profits .70 .65 1.04 1.39 1.39 1.87 1.80 1.35
Average investments (bonds and stocks) 68.02 40.93 41.01 30.09 19.80 22.71 23.81 27.22

Percentage of the following to average capital funds: 2 .
Average earning assets 307.85 563. 16 703. 89 727.61 723.22 675.81 678.67 693. 14
Net earnings 3.01 4. 63 10. 54 12. 73 16.01 14. 18 13.95 12. 21
Net additions to profits 4 2. 16 3.68 7.31 10. 87 10.01 12.62 12. 25 9.39

Percentage of the following to gross earnings:
Interest paid on deposits 21.82 23.62 26.84 26.69 22.54 30.30 29.80 32.56
Interest and discount on borrowed money 1.05 .18 1.59 1.85 3.09 1.90 1.90 2.00
Salaries and wages 33.78 33.66 26.32 26.20 19.57 18.00 18.84 19.73
All other expenses 29.33 30. 18 22.41 20. 51 26. 25 19.00 19.41 18.81
Total expenses 85. 98 87. 63 77. 16 75. 25 71.45 69.23 69. 95 73. 10
Net losses 3.97 2. 54 6.99 3. 62 10.69 3.39 3.67 6.23
Net additions to profits 10.05 9.82 15.85 21.13 17.86 27.38 26.38 20.67
Dividends declared 7.24 5. 68 8. 67 12. 21 14.01 14. 13 13.80 12.70

Percentage of the following to average gross deposits:'
Interest paid on deposits 1.88 1.53 1.68 1.81 1.53 1.56 1.91 2.03
Average time deposits 46. 75 55. 50 52. 92 53. 78 35. 18 98.71 31.05 41.82
Average capital funds 35.89 17.48 13. 60 13. 16 12. 13 13.89 13.84 13.75

Number of banks 3 5 ' 22 15 3 15 63 1,239

I Includes total loans and total bonds and stocks.
2 Includes interest and dividends on bonds and stocks.
a Includes capital, surplus, and undivided profits (exclusive of reserves for taxes, interest, etc., accrued).
4 Equivalent to the ratio of net additions to profits to earning assets multiplied by the ratio of earning assets to capital funds.
s Includes demand, time, and Government deposits plus amounts due to banks.
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634 BRANCH, CHAIN, AND GROUP BANKING

Data similar to that given in Table I are presented in Table VI and ace;
panying graph, Table VII. It will be noted that for the Chicago banks,
ratio of gross earnings to earning assets was higher than for the rest of the distrio_o,

totaling 6.84 per cent as the result of heavier "other" earnings, inasmuch,_!
interest and discount received averaged lower. Expenses on the basis of earnior
assets averaged the same as for banks outside the city of Chicago, 4.79 per 013;1
declines in interest on deposits and tax payments offsetting larger "othelts
expenses. Net losses were considerably smaller and net additions to Prol°
larger than for the rest of the district. In the distribution of gross earnult
expenses absorbed a lesser percentage as did losses, with resultant heavier sa

TABLE VII.—Distribution of gross earnings of member banks in the city of Chicar,
December 31, 1937, to December 31, 1928
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Cons to profits. Earning assets showed a lower ratio to invested capital and th:i
latter was larger in comparison with gross deposits. Time deposits constituted

31.05 per cent of gross deposits, whereas in the rest of the district they comPri4;,
49.87 per cent, while interest paid on deposits was 1.91 per cent against 2.12 P
cent. of
In comparison with the 1926 study, the ratio of earnings to earning aloe

the Chicago banks was heavier in 1928, as were total expenses and losses, 0.

also additions to profits. With respect to the distribution of gross eartinn
expenses in 1928 were lower, largely offset, however, by greater losses, so
net additions to profits were smaller. The ratio of earning assets to invest41̀e
capital declined, while that of invested capital to gross deposits increased.
ratio of time to gross deposits rose from 26.87 in 1926 to 31.05 in 1928, and t
interest paid thereon from 1.80 to 1.91 per cent.
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TABLE VIII- tios-4.of nings and arpense items to related bases, member banks in the Chicago Federal Reserve District, including

- 0 - '="

the city of Chicago, December 81, 1,997 to December 31, 1928

4,1

Size groups, banks with earning assets of-

Total gross earnings ,

All other

Interest and discount received

Interest on
time deposits-
average time

deposits

Number of
banks in each

Interest and discount received On loans On investments

group

On loans On investments On bank
balances

Loans and
discounts I

Stocks and
bonds'

earnings tel
z

1-, 1 c)
,z Less than $250,000 134 81.39 7.35 2.67 9.60 7.36 2.50 4.43
.-1 $250,000 to $500,000 271 76.57 13.37 2.35 7. 71 7.21 3. 35 3.92

$500,000 to $750,000 177 72. 66 17.50 2.38 7. 46 7.08 3.63 3.88
$750,000 to $1,000,000 126 66.14 23.44 2.26 8.16 6.77 4. 13 3.67
$1,000,000 to $1,500,000 

1

149 68.17 21.77 1.92 8.14 6.88 0.76 3.40
$1,500,000 to $2,000,000 81 64.34 23. 12 1.73 10. 81 6.74 4.02 3.38 4.
$2,000,000 to $3,000,000 77 62.70 22. 35 1.75 13. 20 6.58 4.21 3.27 1'4
$3,000,000 to $4,000,000 48 63.84 21. 18 1.86 13. 13 6.42 4.00 3.09
$4,000,000 to $5,000,000 41 62. 28 22. 45 1.95 13.32 6.25 4.19 3. 10
$5,000,000 to $6,000,0130 22 55.34 27.09 1.69 15. 38 5.67 4.63 2.80 1..
$6,003,000 to $10,000,000 .51 61, 72 22.11 1.64 14. 53 5.81 4.86 2.15 X
210,000,000 to $15,000,000 22 i 57.36 2233 1. 78 18. 52 £ 67 4.72 3.07 tJ
Over $15,000,000 40 i 60.55 17.32 1. 10 21. 03 5.14 4.89 2.48

Total 1,239 61.82 19.04 1.41 17.74 £ 56 4.58 286

0

I These percentages represent only rough approximations of average rates of return, since they are based upon average amounts of loans and of investments for only five dates
during the. year.,
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TABLE IX.-Ratios of selected earnings and expense items to related bases, member banks in the Chicago Federal reserve district, excluding the Cr;city of Chicago, December 31, 1927, to December 31, 1928

Number of
Size groups, banks with earning assets of- , banks in each

group

Total gross earnings Interest and discount received

Interest on
time deposits-
average time

deposits

Interest and discount received

All other
earnings

On loans On investments

On loans
1

On investments On bank bal-ances
Loans and dis-

counts I
Stocks and
bonds 1

Less than $250,000  134 81.39 7. 35 2.67 8.60 7.36 2.50 4.43$250,000 to $500,000  271 76. 57 13.37 2.35 7.71 7.21 3.35 3.928500,000 to $750,000  176 72.98 17. 28 2.39 7.35 7.08 3.61 3.89$750,000 to $1,000,000  124 66. 81 23.09 2.28 7.82 6.78 4.12 3.6881,000,000 to $1,500,000  145 68.86 21.37 1.94 7.83 6.93
,

3.69 3.44$1,500,000 to 82,000,000 80 64.62 22.88 1.74 10.76 6.77 4.00 3.39$2,000,000 to $3,000,000 69 65. 17 20. 77 1.83 12.23 6.61 3.99 3.3963,030,000 to $4,000,000 44 65.45 19.91 1.93 12. 72 6.54 3.76 3.15$4,000,000 to $5,000,000  31 64.13 28.60 2.18 13. 10 6.39 4. 13 3.36$5,000,000 to $6,000,000  15 56. 13 29.68 1.90 12.29 5.59 4.97, 3.14$6,000,000 to $10,000,000  43 63.78 22.68 1.82 11.75 5.93 4.74 3.29$10,000,000 to $15,000,000  19 58.40 23. 16 1.90 16.54 5.80 4.48 3.20Over $15,000,000 25 64.37 25.09 1.18 9.36 5.10 6.37 2.88
Total 1,176 65.01 22.69 1.68 10.61 5.86 4.84 I 3.20

These percentages represent only rough approximations of average rates of return, since they are based upon average amounts of loans and of investments for only five datesduring the year.
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BRANCH, CHAIN, AND GROUP BANKING 637
• the above tables are presented a number of additional ratios not included

t.tle 1926 study, computed for certain selected earnings and expense items on
flezr related bases. Interest and discount received, for example, was subdividedCording to source, i. e•, from loans, investments, or bank balances, and ratioswere

computed on the basis of the first two of these sources, as well as on grossearn
ing& The interest paid on time deposits was computed on the volume of

ttuch 
deposits.

,(gbf I
the grossearnings of 1,176 member banks in the district without Chicago
IX), 65.01 per cent represented the interest and discount received on

1, Us, 22.69 per cent the income from investments, 1.68 per cent the income from
"ank 

'
balances and 10.61 per cent earnings from "other" or miscellaneous

dt30..urees, such its exchange and collection charges, profits on investments, trustnPartment, and other services. Interest and discount received on loans
_13c_'ounted to 5.86 per cent of the volume of loans, and income on investments
was 4.84 per cent of the volume of investments.*
,nPor the entire district (1,g39 banks), including the city of Chicago-the
terest and discount received on loans and investments constitutes a smaller

P„r0Portion of gross earnings, due to the fact that "other" earnings are in greater
IPPortion, 17.74 per cent against 10.61 as shown in Table IX. On the basis of
0,1,1e related earning assets, the Chicago banks tended to decrease also the ratios
ei the classified earnings items, the interest received on loans totaling 5.56 per
Lent, and that on investments 4.58 per cent.* The interest paid on time deposits
uY all member banks of the district embraced in the study, averaged 2.86 per cent
?,t the volume of these deposits, while for banks outside Chicago this ratio was
"Per cent.

Governor YOUNG. I think that covers everything except the earn-
d gs and expenses of each Federal reserve bank, which I had the other
a3r except for one column and that has been prepared. I shall put

that in the record.
The CHAIRMAN. That will be inserted at this point.
(The figures referred to are here printed in full, as follows:)

EARNINGS AND EXPENSES OF EACH RESERVE BANK

Cr 058 
and net earnings of each Federal reserve bank, and disposition made of net

earnings, 1914-1929

Federal reserve
bank

Ail Federal reserve
banks:
1914-15 
1916 
1917 
1918 
1919 
1920 
1921 
1922 
1923 
1924 
1925 
1926 
1927_ 
1928 
1922 

Total 

Gross earn-
ings

$2, 173, 252
5, 217, 998
16, 128, 339
67, 584. 417
102, 380, 583
181, 296, 711
122, 866,866
50,498, 699
50, 708, 566
38, 340, 449
41, 800, 706
47, 599,595
43, 024, 484
64, 052, 860
70,955, 496

Expenses,
deprecia-

tion, allow-
ances, etc.

Net earn-
ings

$2, 314, 711 -$141, 459
2, 467, 000 2, 750. 998
6, 548, 732 9, 579,607
14 868, 107 52,718.310
24, 013, 079 78, 367. 504
32, 001, 937 149, 294, 774
40. 778, 641 82,087, 225
34, 000, 963 16, 497, 736
37, 997, 280 12, 711, 286
39, 622, 269 3, 718, 180
32,351, 640 9,449,066
30,9s7, 850 16, 611, 745
29, 976, 235 13, 018, 249
31, 930, 839 32, 122,021
34, 552, 755 36, 402,741

Dividends
paid

$257,463
1,742, 774
6, 801, 726
5, 540, 684
5,011,832
5, 654, 018
6, 119, 673
6, 307, 035
6,552, 717
6, 682, 496
6,915,958
7,329, 169'
7, 754, 539
8, 458, 463
9, 583. 913

Disposition of net earnings

Trans-
(erred to
surplus •

$1, 134, 234
48, 334, 341
70, 6.51, 778
82, 916, 014
15, 993, 088
-659,904
2, 545, 513

-3,077,962
2, 473, 808
8, 464, 426
5, 044, 119
21, 078, 899
22,835, 697

Franchise
tax paid to
U. S. Gov-
ernment •

$1,134,234

2,703,894
60, 724, 742
59,974 466
10, 850, 605
3, 613, 056
113,648
59,300

818, 150
249,591

2, 584, 659
4, 283, 231

904, 628, 021 389,412,038 515, 215, 983 90, 672, 460 277, 433, 949 147, 199,574

Profit (+)
or loss (-)
carried
forward

-$358, 922
+1, 008, 224
+509, 413

-1,158,716

franchise 
e,* Amounts shown as transferred to surplus account forItoh-ne trenitleecti, jeei..,,saf(titervtehrenmdeednitctioin of amountsruoarr Miorto easursrpLussh:wocwousn. account ongee. 31, 1922 n P

N York, $270,389; for 1921-Boston, $247,350; New irsorT,
DiladelpKia $36,316; Richmond, $20,459; Atlanta, $213,629; Chicago, $710,190; Minneapolis, '$52,423;
'apses City,' $208170; San Francisco, $306,926; total, $3,129,673.

*See footnote to Tables VIII and IX.
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Gross and net earnings of each Federal reserve bank, and disposition made of net
earnings, 1914-1929-Continued

Federal reserve
bank

Boston:
1914-15 
1916_  
1917 
1918_ 
1919 
1920 
1921  
1922  
1923  
1924 
1925 .  
1926  
1927 
1928
1929 

Total 

New York:
1914-15 
1916 
1917 
1918 
1919 
1920 
1921 
1922 
1923_ 
1924 
1925 
1926 ___
1927 
1928 
1929 

Total 

Philadelphia:
1914-15 
1916 
1917 
1918 
1919 
1920 
1921 
1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 

Total 

Cleveland:
1914-15 
1916 
1917 
1918 
1919  
1920 
1921  
1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 

Total 

Gross earn-
logs

Expenses.
deprecia-

tion, allow-
ances, etc.

Net earn-
lags

1

Disposition of net earnings

Dividends
-paid

Trani-
ferred to
surplus

Franchise
tax paid to-ti. S. Gov-
ernment

•

Profit (
or loss i
writ"
forwar

__-

1

$125,459 $160,062 -$34,603  -$34,
490,888 194,953 295, 935 $249, 735  +46,

1. 285, 884 545,525 740,359 601,756 $75, 100 975, 100 -11
'

4, 475, 195 1, 170, 015 3, 305, 180 384. 18(1 2, 921, 000
7,497, 583 1, 720. 202 5,777, 381 414, 447 5, 362, 934  

---------------------
--- •

12, 273, 253 2, 000, 689 10, 272, 564 447, 266 7, 351, 799 2, 4 i 3, 499 ------ - - •
6, 968, 662 2, 687, 309 4,281, 353 473, 109 772, 324 3, 035, 920 ---------
3,541,313 2, 443, 911 1, 097, 402 481, 951 -170,782 786,233 ---------
3,506.683 2. 254, 548 1, 252, 135 480,267 77, 187 694.681 ---------
2, 559, 016 2,088, 594 470, 422 477, 79$: -7, 376 ---------------------
3,288,546 2, 147, 965 1, 140, 581 502,848 637,933  ---
3, 3141, 077 2, 162,204 1, 158, 873 525, 023 588,888 45, 962------ - -
2, 975, 357 2, 137, 745 837,612 550,440 287,166 - .-•
4, 465, 342 2, 148,820 2, 316, 522 590,830 1, 725, 692  - - -
5, 166,831 2, 394, 697 2, 766, 134 634, 112 2, 132,022 ---------------------

61. 933, 089 26, 257, 239 35, 675, 850 6,813, 568 21, 750, 887 7, 111, 395
-

-------- •
- --

345,035 488,922 -123,887 -123,
971,026 556,962 414,064 127,113 +288.

4, 929, 214 1, 850, 733 3, 078, 481 1, 942, 819 649,363 649,363 -183,
26,314, 786 3, 651,819 21, 662,917 1, 196,026 20, 407,591 ----
35, 332, 412 7, 372, 793 27, 959, 619 1,291, 047 23, 964, 678 2, 703, 894 ---------
60,526,321 7,397, 191 53, 128,130 1,477, 096 12, 332, 523 39, 318,511._ ----- -
34, 710, 274 8,616, 442 26, 093, 832 1, 608,721 3, 782, 671 20, 702, 440 ---------
11,349,279 7,627, 686 3,721, 593 1, 652, 138 -1,397,603 3,467, 058 ---------
11,413, 183 8,369, 504 • 3, 043, 679 1,749, 239 129,444 1, 164, 996 --- •
8, 569, 350 7,952, 498 616, 852 1,796, 530 -1, 179, 678  -- - - •
10,217, 174 7, 112, 876 3, 103, 298 1, 888, 196 1, 215, 102  ....

10, 600, 968 6, 851, 220 3, 749, 748 2,100, 191 1,649, 557  -------- .

10, 647, 759 6, 927, 158 3,720, 601 2, 327, 355 1,393, 246  - - - •
18,483, 042 7, 464, 609 11, 018, 433 2, 743, 725 8, 274, 708  -------- •
19, 314, 279 7, 051, 055 12, 263, 224 3, 544, 314 8, 718, 910  --- .

262, 723, 052 89, 272, 468 173, 450, 584 25, 443, 510 80, 000, 812 68, 006, 262 --------

113,972 145,489 -31,517  -31,
448,166 198,239 249,941 128,4.58  +121,

1,095, 540 341, 665 753, 875 623, 603 +130,
4, 357, 740 1, 385, 651 2, 972, 089 583,983 2, 608, 344  -220,
8, 609, 880 1, 950, 711 6,659, 169 462,380 6, 196, 789  
11, 848, 561 2, 783, 435 9, 065, 116 496, 679 8, 204, 775 363,662 •
8, 008, 095 2, 668, 641 5, 339, 454 517, 663 935, 239 3, 886,552 
4,251,950 2, 015, 074 2, 236, 876 541,552 803,594 891,730 
4, 592, 771 2, 414, 934 2, 177, 837 582, 292 1, 178, 588 416,957  .
2, 915, 846 2, 168, 754 747,092 615, 135 131, 957  --- •
3, 135, 55(1 2,057, 430 1, 078, 120 673,212 404,908 
3, 626, 648 2, 092, 918 1, 533, 733 730, 598 803,135  
3, 383,826 2, 187, 157 1, 176, 469 781, 540 394,929  ---
5, 0:14, 546 2, Ill, 905 3, 282, 641 843,755 2, 438, 886  
6, 076, 048 2, 274, 060 3, 801, 988 938,312 2, 863, 676  

67, 838,943 26, 796, 060 41, 042, 883 8,619. 162 26, 964,820 5, 558, 901  

113,815 169,689 -55,774  -55,
452,129 158,321 293,808 143,237 +150,

1, 367, 256 613,534 753,682 716, 168 +37,
5,226, 864 1, 091, 068 4, 135, 796 716,107 3, 552, 000 -132,
7, 800, 829 1, 707, OH 6, 093, 785 656,785 5, 537, 000  
14, 455619 2, 038,588 11, 820, 031 604,198 11, 215,837  
9,390, 863 3, 106,480 6, 284, 383 660,228 2, 329, 442 3, 294, 713  -
4, 994, 282 2, 725, 594 2,268, 688 692, 436 861,264 714, 988 
4,655, 090 3, 733, 869 921,221 725,026 195,595  
3, 770,689 4, 243, 842 -473,153 756,152 -1,229,305  
4, 013, 456 2, 802, 880 1, 210, 576 778,811 431,785 
4, 517,884 2,457, 122 1, 680, 762 808,505 852,287  •
4, 197, 836 3, 089, 046 1, 108, 190 832,583 275,607 
6, 250, 553 3, 069, 838 3, 180, 715 856,843 2, 323, 872 
6, 986, 580 3, 281, 138 3, 705, 442 910,007 2,795,435  

78, 198, 705 35, 288, 553 42, 908,152 9,757,682 29, 140, 769 4, 009, 7011 

501
2(5
591

851
921
024

..•

..•

517
422
272
238

774
571
514
311



net

603
'200
;001

887
051
004

517
483
272

74
71
14
11
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Gr°80 and net earnings of each Federal reserve bank, and disposition made of net

earnings, 1914-1929-Continued

Federal reserv
bank

914-15 ...
916_
917 ------
918 ---------
919_ --------
920_ --------
921 -----
922 -

121

------------------------929 
927 -------
928
920 -----

Total..
Atlanta:

014-15
916 - -
or; -
118
519_
920
921T
922
923 -
924 - -
525 -
928
927 - •
928  
929 -_

Total 

Vhic'aRo:
1914-15  
1916  -
1917 -
1918- -
'919 

_

1929
1021 - 
1922
1933-  
1924
1928 
1928 
1927 -   
1928
1920:  

• 

a Taal 

Louis:
1914_18
1916
1917
1918:  

1919 
1920
1921  
1922
1923 

1924
1928 
1928 
1927 
1928 
/928 

Total 

Disposition of net earnings

, 0 ross earn-
ings

Expenses,
deprecia-

tion, allow-
ances, etc.

Net earn-
ings

1

Dividends ,I 
Trans-

ferred to 
paid 1 surplus

1

Franchise
t ax paid to
t. S. Gov-
ernment

Profit (+)
or loss (-)

carried
forward

$319,580
334, 102
821,195

2, 979, 098
4, 775, 324

- _ 8, 902, 643
6, 729, 670
2, 832, 944
2, 878, 896
2, 210, 240
2, 182, 460
2, 429, 017
2, 086, 303

.. 2, 857, 648
3, 299, 609

$144,629
147,531
358,971
667,018
898,058

1,4364, 137
2, 336, 052
1,063. 496
1, 786. 053
1,830,449
1, 806, 350
1, 701, 372
I, 588, 592
1, 738, 688
I, 957, 384

8174,3,5.5
186, 571
462,224

2, 312, 030
3, 877, 266
5, 228,506
4, 393, 627
867, 448

1, 092, 843
379,791
576,110
727,645
497, 711

1, 118, 960
1,342. 225

1
$151,940  
197,0221 
240,9441 $116,472
232,432 2, 079, 598  
252, 8721 3, 624, 394  
293, 0521 4, 740, 869
322. 203, 693,792
333, 321 32,954
342,295' 384,404
351,221 28,540 
.3513,162 217,948  
363,957' 279,216
372,220. 125.4811 
370,683 74,8281673,449 
388,8011 97,3621876,

$116,172

204,585  
3, 377, 632  

501, 173  
366, 14  

84,472 

262 

+823.015
-11,351
-11,664

4

43, 638, 688 20, 390, 776 23, 247, 912 4, 551, 865; 12, 495, 858 6, 200, 189 
-

236.403
2711, 520
.1119,781)

2, 293. 058
4, 416, 001
7, 476, 431
7. 406, 652
2, 352, 736
2, 682, 314
1,907, 121
2, 072, 378
3, 045, 867

.. 2, 067, f139
3, 578, 156
4, 116, 049

153, 928
190,213
361,766
640, 585

1, 033, 604
1, 466, 107
1, 910, 433
1, 680, 006
2, 330, 135
1, 634,465
2,9413, 187
1, 817, 340
1, 397, 935
1, 884, 171
2, 687, 531

82. 532  
1211,307
288,083

1, 652, 473
3, 382, 397
6, 010. 324
5, 496, 219
672,730
352, 179
272, 655
26, 191

1, 228,327
669,904

1, 693, 985
1, 428, 518

1 
201,719  
218,2031 40,000
182, 473 1,470, 000  
197, 397, 3, 185, 000 
21f5, 571 3, 648, 465
245,862] 770, 106
256,615, -172,018
264, 6221 8,756
272,656  
276, 488. -250,297 
296, 573 931. 754  
305, 8171 364, 087  
312, 2591 558, 425
21,696 308,032

40,000

2, 136, 288 
4,480. 251  
588,130 
78,801  

823,301 
803,790 

+82, 532
-72,412
-10, 120

44, 520, 371 21, 134, 548 23, 382,822 3, 577.954 10, 857,310 8,950, 561  

268, 885
665.937

1 2,083, 164
. 8, 481, 747

12.012, 078
30,303, 218
20, 382, 170

. , 6, 748, 863
6,511, 359

_ 5,202. 169
. .5,424, 683
. 6, 587, 043

11.167, 352
8, 936, 418
9, 889, 451

248, 794
282, 731
851,285

1,676, 668
3, 435, 874
4,427, 469
5, 877, 053
5, 843, 848
5, 331 004
4, 293, 048
4,303, 390
4, 313, 120
4, 239, 707
4, 172, 989
4, 464, 788

20,091  
403,206

1, 231, 379
6, 805, 1181
8, 576, 204
25,875, 749
14, 505, 117
1, 405, 215
1, 178, 355
909, 123

1, 121.273
2, 253, 923
1, 927, 645
4, 76.3, 429
5, 424, 665

361, 319 
862, 259 215, 799
604, 635 6, 200, 446  
700, 807 7, 875, 397  
792, 769 14, 688, 500
858,786, 2, 075. 323
t1376, 203 -6,57.289
904,371 27,398
409 123 
934. 016 187, 257  
985, 959 I. 267, 964  

1, 029, 990 897,655 
I, 099, 761. 3, 663.668  
1, 170, 3631 3, 631, 464

215, 799

10, 394, 480  
11, 576, 009  
1, 186,301
246,586

602.838

 +20,991
+41,887
-61,978

129. 644, 417 53, 243, 562 76, 400, 95.5 12,085. 360! 40, 093, 582 24, 222, 013

86,833
297,948
773, 106

• 2, 676, 828

3, 884, 478
7, 180, 117
5, 186, 315
2,456, 447
2, 733, 435

I, 688, 143
2, 055, 637
2, 511, 509
2, 228, 079
2, 901, 925
3, 247, 936

184, 002 -97,169  
156, 931, 141, 017
170,950, 502, 156
899,0181 1. 777, 810

1, 529, 324 2,359, 154
2, 304, 551' 4,875, 566
2, 214, 3891 2, 951, 926
I, 808, 875 647. 572
1, 571, 272 1, 182, 163

1,484, 206 203, 937
2,149, 1771 -93,540
1, 828, 487, 083,022
1,462, 3981 775,641
2, 116, 768 783,159
2, 362, 0.52 885.884i

31, 1001  
284. 5661 
404.838
234, 660,
253, 711 1
270, 253,
283, 168
296,810:

304, 9761
306,753
314,420
317. 727
321,8551
319,2311

I 

1. 603, 310  

2, 120,494  
4. 621, 835
1,042. 364
276, 450
407,970

-101,039 
-400,293  
368.602 
457, 954  
423,011
543,665

1, 639, 109  
87, 956, 
4713,283 

40, 293  
509, 988  

-97, 169
 +199.917

+217, 590
-230,338

39, 908, 736
----

-
22, 332, 398 17, 576, 338 3, 944, 066/ 10, 876, 643 2, 755, 629 

_A
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Gross and net earnings of each Federal reserve bank, and disposition made of nei
earnings, 1914-1929-Continued

Federal reserve
bank

Expenses,
Gross earn- deprecia-

ings tion, allow-
ances, etc.

Net earn-
ings

Minneapolis:
1914-15 
1916 
1917 
1918 
1919 
1920 
1921 
1922 
1923 

1924 
1925 
1926  
1927 
1928 
1929 

Total 

Kansas City:
1914-15 
1916 
1917 
1918 

1919 
1920 
1921 
1922 
1923 

1924 
1925 
1926 
1927 
1928 
1929 

Total

$100, 112
255, 177
672, 799

2, 049, 954
3, 007, 041
5, 307, 381
4, 966, 311
1, 969, 248
1, 749, 253

1, 609, 070
1, 438, 341
1,622, 333
1, 390, 031
1, 710, 304
1, 926, 031

$112,453
120, 574
278, 446
504, 107
873, 098

1, 176, 328
1, 815, 157
1, 186, 553
I, 423, 798

1, 279, 968
1, 203, 387
1, 174,300
1, 093, 954
I, 095, 600
1, 131, 269

Disposition of net earnings

Franchise Profit (+),
Dividends Trans-

paid (erred to tax paid to or loss (-I
U. 8. Gov- ' carried

surplus ernment forward

-$32, 341
134, 603
394, 353

1, 54.5,847
2, 333, 943
4, 131, 053
3, 151, 154
782,695
325, 455

329, 102
234,954
448,033
206,077
614,704
794,762

$57,720
363895
168,103
180,186
195,871
211,687
213, 774
212, 733

202, 828
193,560
187,609
180,726
181,203
184,030

$37, 500
1,377, 744
2, 153, 757
3, 410, 948
488,530
4469
11, 272

12, 628
4, 139
26,043
11,535
43, 350
61, 073

$37,500 --.!-144:PtS

524,231 -------
2,450,907 ------------
504, 452 -----------
101,450 ------------

113,646 ..•
37, 255' ------- - - •
231034: 838161, ----------------

390,151
54965') ------------

29, 773, 386 14, 288,992 15,484, 394 2, 733, 895 7, 842, 988 5,107,511 -------

102, 474
330,204

1,002, 660
3, 451, 936

4, 981, 482
7, 409,987
5, 712. 858
3, 094, 860
2, 993, 919

2, 262, 910
2, 309,985
2, 677, 340
2, 304, 938
2, 597, 968
2, 976, 576

169, 250
155, 219
436, 256

1,0t4, 188

1, 038, 120
1, 869, 306
2, 656, 762
2, 311, 624
2,646, 208

2. 516,092
2,027 064
1,920,871
1, 890, 21
1, 938, 208
1, 962, 990

-66,776
224,989
566, 404.

2,437, 7481

3, 923, 362
5, 540, 681
3,056, 096
783, 0361,
347, 7111

-253, 182
282,921
756, 469
414, 726
659. 760

1, 013, 5861

66,707
364, 503
309, 729

228. 755
257, 672
268,620
275,655
275,313

265, 697
258,426
252, 764
252,753
253, 254
256, 549

-66, 776
+158,
-1_201, l'01

2,421, 426  . _..,,,g3,407

3, 694, 6071  - - -
3, 042, 781, 2. 240, 22A ----
488, 91S 2, 300„558 _ _ . - • - .
-157,4321 664,813 ------- - - - "

7, 2401

-518, 879,
1 --------------- -

2,450' - 22. 6.6! .._ .
50,370 453, 335 - -
16, 198 145. 775 ------ -
40, 651 365, 855 ------- - - -
75, 704 681, 333;  .....,

9, 162, 0341 6, 939, 100  - --.1..:_.---_----

1  +9, S65
. 03

1  +163,833
1, 184, 408  -205, 736
1, 845, 529  - - •
3,002, 807  
1, 361, 353  

102, 2101 --

15,235 -----------------------------
80, 853

22, 896 

163, 301 291, 610 -----------

599, 709  
311, 899  

244,417 259,361. ------- - • - -,

44, 239, 901 24,552,370

Dallas:
1914-15  244,666
1916  326,372
1917  621,970
1918  2, 089, 528
1919  3, 062, 251
1920  4, 904, 522
1921  4, 239, 574
1922  2,085, 775
1923  2, 356, 436
1924  2, 157, 964
1925  I, 813, 626
1926  2, 127, 049
1927  1, 741, 922
1928  2, 119, 666
1929  2, 498, 030

Total  32, 387, 349

San Francisco:
1914-15  115,961
1916  316,511
1917  885,802
1918  4, 187, 785
1919  7,021, 224
1920  12, 706, 668
1921  9, 184, 413
1922  4,821, 202
1923  4, 615, 2'27
1924  3, 487, 931
1925  3, 848, 890
1921L  4, 554, 860
1927  3, 853, 442
1928  4, 757, 292
1929  , 5, 466, 076

169, 278
160, 326
269.903
849.351

1, 020, 387
1, 676, 291
2, 626, 010
1, 731, 650
2, 024, 154
1, 892, 840
1,535,491
1, 269,838
1, 173, 713
1, 406, 211
1, 725, 639

19, 687, 5311 3, 586, 397
 1  

75,388
166,046
352,087

1,240, 1751
2,041. 864,
3,228,231,
1,613, 564'
351, 125
332, 282
285,024
278, iar
857,211
588,209
713,455
770,391

65, 523
134,008
188,234
261,503
198,535
225, 424
252, 211
251,915
251,429
249, 789
215,239
257,502
256,310
258,544
266,611

19,531,182 12,856,167 3,370, 579 8, 934, 617 550,971 --------

168,319
205,000
429,752

1, 318, 621
1, 633, 864
2, 597,845
4, 263, 913
3, 160, 846
4, 109, 801
3, 237, 415
3, 358, 443
2, 998, 861
2, 798, 018
2, 783,034
3, 260, 164

-52,338
111,511 43,736
456. 044 394,776

2,869, 164 497, 675
5,387, 360 296, 161
10, 108, 823 384, 713
4,920, 500 435, 361
1, 660.356 448, 306
505, 426 467, 720
250,516 480,561
400,447 490,447

I, 555, 999 506,068
1, 055, 424 547,062
1, 974, 2.514 625,751
2, 205, 9221 670, 085

2,448, 174
5, 091, 199
6, 654, 855
1. 264, 824
-185,721

37, 706
-230,045

-52,
+67,1'h

-76,02'15
+61,

---3,089,255 ----------
3,230,315 -----------
1,397,771 - - -

--- - -

1,049, 931 ------------------- - 
508,362  - - - - -

1, 348, 507 ----------------------
1,535,837  

Total  69, 823, 284 36, 323, 892 33, 499,392 6, 288,422 19, 513, 629 7,697. 3.1
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0 Mr. GOLDSBOROUGH. Governor Young, a letter was referred to theher day presented by Congressman Box, of Texas, written by George
M. Craig, president of the Merchants National Bank, which is dated
Mar9h 5. Mr. Craig says that he spends his vacations in Canada
and is on rather intimate terms with the bankers up there.
They are frank to tell me they can do nothing without first consulting the

e;irent bank which is usually located in Montreal. When money and credit are
f lentiful the local farmers, merchants, and the industries can get loans at the
local, 1 bank without approval of the parent bank, and when conditions are the

erse, it s the larger merchants and industries in the larger centers that getth 
i

e accommodations.
I also found that smaller accounts than $300 were not wanted and acceptable'n the small banks on account of not being profitable.

What, if anything, do you know about the conditions in Canada
Its reflected by this statement?
Governor YOUNG. I have an entirely different idea of the Canadian

uftaking system, Mr. Congressman. My information, of course,
e,fmn.es entirely from talking with Canadian bankers. I am told that
!ieir branch managers are permitted to loan up to a certain amount.
Others that have been with them a longer while are allowed a larger
araount, and some of their branch managers have no limit as to the
1.11191int they can lend; $2,500, I am informed, is the minimum
lirait that they have ever placed on a manager. Anything up to
'11?,00 they can lend, as they see fit, without consulting either the
ulvision office or the head office. That is what they tell me and it
seems to me that would be the logical way to operate it.
I do not think that every little small loan should be referred to

'Jae head office any more than the loans that the Federal reserve banks
eke to member banks should be referred to the Reserve Board.

4117 never are.
Ay. GOLDSBOROUGH. What class of banks, if you do not object to

sa.37mg, have you discussed the matter with? Have you discussed it
,wah the officials of the parent banks or of the small unit and branch
banks?
b Governor YOUNG. My talks were with Mr. Rowley of the Canadian
13?trik of Commerce and, if I remember correctly, I also discussed it
With Mr. McEackran. At that time he was the division superin-
tandent of one of the Canadian banks.
Mr. GOLDSBOROUGH. Now, the first gentleman you spoke of—what

was his position?
, Governor YOUNG. I think at that time he was division superin-
'0dent. I think that was the title, and I think he was located at
"nipeg. Since then he has been made, I believe, general manager
cl
M
 the Canadian Bank of Commerce.
Mr. GOLDSBOROUGH. YOU never had any opportunity to investi-

gate or make an investigation coming from the rural banks?
Governor YOUNG. I never have.
Mr. GOLDSBOROUGH. The suggestion is also made in this letter,

ts follows:
„Another danger is that the powerful chain-store groups might dominate to an
rsent the heads of chain banks and cause the local banks to refuse credit to0941 merchants.
That same observation, of course, if it is valid, could be made as to

,,ux'anch banks. What, if any information, or opinion could you ex-
on that observation?
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Governor YOUNG. I have never thought of it, Mr. Congressman.
As an impulsive reply, I would say it is a possibility, but that it is
highly improbable.
Mr. GOLDSBOROUGH. Governor Young, can you tell me or give me

any idea as to what percentage of the total banking resources of the
country, State and National, are in cities and towns and villages of
25,000 population and under?

Governor YOUNG. I do not think that I could give you that accur-
ately. I think that 698 reporting member banks would be fairly
close to it. Did you say 25,000 or less?
Mr. GOLDSBOROUGH. Yes.
Governor YOUNG. I misunderstood the question. We can get that

information for you, Mr. Congressman.
Mr. GOLDSBOROUGH. It would be interesting to me and probably

to the committee, bearing on this question of the extension of branch
banking into the rural districts.
Governor YOUNG. That information can be prepared.
Mr. GOLDSBOROUGH. It will be convenient for you to do that?
Governor YOUNG. Yes; and we shall be glad to do it.
Mr. GOLDSBOROUGH. Governor, it would be very interesting to

this committee and to the House and to the country to know where the
pressure is actually coming from for an extension of branch banking
into the rural districts, and, having that in mind, I should like to ask
you if you can name any community which now has unit banking or
any bank, in any such community, which is asking for an extension of
branch banking involving that community?
Governor YOUNG. Well, I would have to answer, Mr. Congress-

man, that I can not recall anyone at the moment. I assume that
those banks in the smaller communities that have voluntarily joined
up with these groups would prefer branch banking, but I can not make
that as a positive statement.
Mr. GOLDSBOROUGH. Have any banks joined up with these groups

or chains or branches except those of two classes; one class, in which
the unit bank has been driven to effect a consolidation because of what
would be termed unfair competition, that is, competition of a kind, the
direct purpose of which would be to drive out competition (that would
be one class), and another class, those banks who have been offered
very abnormal price for their stock and have sold out, therefore,
simply as a purely commercial proposition?

Governor YOUNG. Well, I would prefer, Mr. Congressman, to have
those people who have been engaged in the formation of these groups
answer those questions. I have not talked with them about those
points that you bring up. I would say that every bank in the North-
west that has joined a group has done it voluntarily. I speak about
the Northwest because that is the territory with which I am more
familiar.
I think some of the banks in those groups that were in difficulties,

that their directors did not care to carry on any further, paid a
voluntary assessment, cleaned the institution out, and were glad to
turn it over to a group.
Now I am informed by both the Northwestern groups that they

have not taken any banks except those that were agreeable to the
proposal that they had to make to them and I am further informed
that there have been many applications received by both of those
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fri,:oups that they have not, as yet, taken into the groups. That comes
"out because the applications come very rapidly and they are con-
servative men and do not care to expand too rapidly until they know
where they are going.
Mr. GOLDSBOROUGH. Do you believe that these groups or chains

or branch banks would be the ones who would be most apt to give us
tile information that would accurately portray the situation?
Governor YOUNG. Yes, and I think it would be advisable for the

committee to invite in some of the remaining independent bankers
and learn what their experience has been.
Mr. GOLDSBOROUGH. Now, as I understand you, you know of no

community which now has the independent banking system—no rural
community—that is a community affected by the trade area system
advocated by yourself and Mr. Pole, which is asking for an extension
of branch banking into that community?
Governor YOUNG. I do not know of any, but I believe that there

are some.
Mr. GOLDSBOROUGH. Your attention has not been called to any?
Governor YOUNG. Not to any specific instance.

, Mr. GOLDSBOROUGH. And no appeal has been made to you or, as
Iar as you know, to the board from such a community to facilitate
the passage of this legislation?
Governor YOUNG. No, sir.
Mr. GOLDSBOROUGH. Governor Young, the McFadden bill, which

extended branch banking in metropolitan centers, first came up for
consideration, I think, in 1925 and then again in 1927, when it was
Passed. I was not here in 1927, but I remember very distinctly that
those who opposed the McFadden bill in 1925, definitely argued and
consistently argued that if the extension was granted, it would in-
evitably lead to a demand for further extension into the rural districts.
What I mean is that this very condition which apparently exists now,
%vas prophesied with absolute accuracy when that bill was up for con-
sideration and I remember distinctly the advocates of that measure
declared that if that measure were passed, it would 'put the national
banks on a parity with State banks, practically speaking and, as a
Matter of fact, instead of being a branch banking bill, it was an anti-
branch banking bill, and it was on that basis that the bill was passed.
It was that assurance gotten into the minds of a sufficient number of
Members of Congress, in the House and Senate, that caused that bill
to pass.
Is it not a fact that the pressure for this legislation is coming from

the larger institutions who want to absorb these various territories
(Ind not from the territories themselves?

Governor YOUNG. I could not say that, Mr. Congressman.
Mr. GOLDSBOROUGH. Well, it is coming from somewhere, evi-

dently, because you never have legislation up for consideration unless
some one wants it. Legislation is never considered for philanthropic
Purposes. That, I mean, is simply out of the question. There is
somebody who is advocating this—some ecynomic group advocating
this legislation, evidently.
Governor YOUNG. I think, Mr. Congressman, it probably origi-

nated with the Comptroller of the Currency.
MT. GOLDSBOROUGH. That was his view?
Governor YOUNG. Branch banking? Yes.
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Mr. GOLDSBOROUGH. You do not think that the larger banks,
which have branches in the cities, are behind this legislation?
Governor YOUNG. I think they are, exclusive of New York and

Chicago and possibly some other large centers.
Mr. GOLDSBOROUGH. You think they are?
Governor YOUNG. No; I think New York and Chicago
Mr. GOLDSBOROUGH. You think New York and Chicago are not,

as I understand you.
Governor YOUNG. I do not think they are back of branch bank'

mg.
Mr. GOLDSBOROUGH. But the other centers, as far as you knovi,

are back of branch banking?
Governor YOUNG. I would have to exclude certain centers.
Mr. GOLDSBOROUGH. They are in favor of this particular sort of

extension into the rural centers, outside of the metropolitan centers?
Governor YOUNG. It is pretty hard for me to answer for another

man.
Mr. GOLDSBOROUGH. I do not want you to answer if you do not

know. I thought you had some information about it.
Governor YOUNG. What I have observed of the development ol

the group banking systems throughout the various sections of the
United States and from the information that has been furnished te
the conunittee as to the volume that it has reached, it is reasonable
to assume they approve of what they are doing.
The CHAIRMAN. Governor Young spoke of the fact that New York

and Chicago are not in favor of this plan of extension of brancE
banking. I suppose you refer to the plan suggested by the Comp'
troller, Mr. Pole?
Governor YOUNG. Yes; and I do not know that I should answel

that way, Mr. Congirsinan. This is just casual talk.
The CHAIRMAN. Will you explain what Chicago and New Yorli

are opposed to?
Governor YOUNG. I have talked with some New York bankers

and I have read some articles by other New York bankers, and
would gather from those talks and from those articles, that they are
opposed to the extension of branch banking.
Mr. GOLDSBOROUGH. Do you object to giving your views of theit

reasons for objecting to the extension of branch baking?
Governor YOUNG. I would like to get the articles and quote thein

accurately.
Mr. GOLDSBOROUGH. If you have an opinion as to why they are

opposed to branch banking—and I do not know whether you have
an opinion or not—but if you do, you prefer not to give it? I might
say I think it is very important for us to know why they are opposed
to branch banking.
Governor YOUNG. I was thinking of one particular bank. They

believe in the unit bank and the correspondent system of banking ul
the United States so strongly that one of their officers has appeared
in public in opposition tv the extension of branch banking.
The CHAIRMAN. You mean Mr. Davidson of the Central Hanover

I presume?
Governor YOUNG. That is the gentleman I had in mind. It has

been some time since I read his article, however.
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The CHAIRMAN. I should like to ask, in view of the statement you
,.._nav,e made, whether or not one or more of the banks in New York
'nu Chicago have lodged with the board their views on this particular
question?
Governor YOUNG. No bank has lodged its views.
The CHAIRMAN. They have not given an expression of their views

"3 the board?
Governor YOUNG. NO.

_ The CHAIRMAN. I should like to ask another question. Have you
4,py idea of the kind of banking that they want to do? I have gained
re impression from your answers that they would prefer a confirm-
,l'Pee of the unit banking throughout the country, with contacts
'llrough correspondents.
Governor YOUNG. In so far as that one particular bank is con-

cerned; yes.
„ The CHAIRMAN. That does not apply to the banks generally in
'nose cities?
Governor Yottivd: Well, I have talked with two other bankers that
remember and they seemed to have the feeling that we were not

feady for branch banking in this country at the present time and, for
,that reason, I gathered that they were opposed to an extension of
ranch banking.
, The CHAIRMAN. The reason I asked those questions was due to
A'he fact that a vice president of one of the large banks in New York,
"in.g branch banking, said to me a year ago last October, in dis-
;ossing the possible extension of branch banking through national
legislation, that if they did not get legislation, it was coming anyway;
that it was necessary to run pipe lines around this country and head
hein into New York and if we did not authorize it by national legis-
ation, they would proceed under State authority or chain ownership;
that it was bound to come. Now., Mr. Goldsborough.
Mr. STRONG. May I have a moment there?
\ I r. GOLDSBOROUGH. Yes.

, Nir. STRONG. It was stated this country was not ready for branch
1)11111,ing. What did you think he meant by that?
(;overnor YOUNG. Well, the technical set-up of a nation-wide

"pinch banking system, with all the mechanics that are involved and
1,11e development of people to operate the various divisions, takes
time. It took 50 or 100 years in England.
Mr. STRONG. That would indicate they desired it but they were

Aot ready for it?
Governor YOUNG. No; I rather got the impression from them, Mr.
ongressman—from those two men—that they would prefer not to

Pave it, but, as the chairman has said, they felt it was inevitable and
It was coming.
It is very hard for me to express another man's views. I did not

go into it in any detail at the time. I am simply trying to give the
Committee the impression I got.
Mr. STRONG. I think the record should show that when we were

considering the McFadden bill, New York bankers came down here
and insisted on clauses that would give them the right to have branches
in New York.
Governor YOUNG. Well, they have them in New York.
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Mr. STRONG. Now they want them in New York and also in the
rest of the country.
Governor YOUNG. I think, generally speaking, New York has re-

frained from going outside of the city.
Mr. STRONG. Of course they are prohibited from doing that under

the McFadden bill, if they are national banks.
Governor YOUNG. I mean even by groups or chains.
Mr. GOLDSBOROUGH. Last Wednesday I think I stated, according

to figures given to me by Mr. Smead, the banks in Greater New York
City, State and National, had a total capital of $1,155,063,000 and,
in answer to a question by me, you stated the total deposits of all
banks in the United States, State and National, amounted to about
$4,000,000,000.

Governor YOUNG. That was capital.
Mr. GOLDSBOROUGH. I mean capital; yes.
Governor YOUNG. That is just capital. The New York figure-

were also just capital.
Mr. GOLDSBOROUGH. That means, of course, that Greater New York

alone—that is, the city—has more than one-fourth of the total capital
of all the banks in the United States. Now, does not that indicate
strong trend toward monopoly, in your mind?

Governor YOUNG. To answer that, Mr. Congressman, I should like
to refer to the figures that the Comptroller of the Currency, I believe.
has introduced in the record, showing the total deposits of banks in
various cities in the United States in 1914 and again in 1929, and show-
ing the percentage of increase in various large cities throughout the
United States.
The increase in deposits in the United States from July, 1914, to

July, 1929, was 180 per cent.
Without New York City, it is slightly below the average-172 per

cent.
In New York City the increase is 217 per cent. Of the 16 citie:-

listed, the highest increase of any place in the United States during
that period, is Detroit, where it is 466 per cent and, in making that
statement, I am not including San Francisco, because in San Fran-
cisco there has been a very large increase because of the branch
banking system in California all of the deposits of which are now
listed under San Francisco; whereas in 1914, they were not.

Dallas, during that period, has increased 437 per cent. Atlanta,
has increased 
Mr. GOLDSBOROUGH. That is State and National banks?
Governor YOUNG. All banks; yes. Atlanta has increased 234 per

cent.
So, the increase throughout the United States, Mr. Congressman,

has averaged 180 per cent, of which the increase in New York is 217
per cent, and the highest, excluding San Francisco, is Detroit, 466
per cent.
So that increase has been general throughout the United States.
Mr. GOLDSBOROUGH. As I understand you, outside of the branch

banking systems in California
' 

the only increases higher than the
New York banks have been in Detroit and Atlanta—is that correct?
Governor YOUNG. No; there has been a higher increase in Cleve-

land.
Mr. GOLDSBOROUGH. How much was that?
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Governor YOUNG. Two hundred and twenty-five per cent for
Cleveland. I will name all of them. Chicago, practically the same-219 per cent; Cleveland, 225 per cent; Atlanta, 234 per cent.
Mr. GOLDSBOROUGH. Atlanta, Ga.?
Governor YOUNG. Yes.
Mr. GOLDSBOROUGH. I thought you said that was four hundred and

something?
Governor YOUNG. No; 234 per cent.

, Minneapolis, 184 per cent; Dallas, 437 per cent; San Francisco,
I am not giving because of the branch situation out there; Detroit,
466 per cent.
The lowest increase was 97 per cent and, because of adverse pub-

licity, I will not name the city.
MT. GOLDSBOROUGH. What was Baltimore? Have you that

there? 
Governor YOUNG. One hundred and forty-four per cent.
Mr. GOLDSBOROUGH. Now, do you not think, in view of the average

of 180 per cent, with New York 217 per cent, that shows a trend
toward New York, even though these isolated instances, which you
Mentioned, do exist?
Governor YOUNG. I would say it is very slight.
Mr. GOLDSBOROUGH. Governor, I have here a clipping from the

Baltimore Evening Sun of March 24, an article dated New York,
March 24, written by Preston R. Krecker. In speaking of a state-
Ment by Mr. McGarragh, former chairman of the Federal Reserve
Bank of New York, in his annual report of 1929, this article states:
In that document, Mr. McGarragh, who has since resigned to become the

President of the Bank for International Settlements in Basle, Switzerland, states
that for a number of weeks, from February to May for last year, the New York
bank's directors repeatedly voted an increase in the bank's discount rate only tobe overruled each time by the Washington body. It will be recalled that the
rate was eventually raised, but not until the following August, months after the
bank's directors first thought credit conditions called for an increase.

Is that an approximately correct statement of what occurred in
1929?
Governor YOUNG. A very accurate statement.
Mr. GOLDSBOROUGH. Now, will you state the board's reasons for

hot granting that permission to the New York Federal Reserve
Bank and, in connection with that question, I think I should say that
I personally felt away back early in 1928 that if the discount rates
Were not raised we would have a collapse m this country.
Governor YOUNG. I shall be very glad to speak for the Board.

In January, 1929, after the seasonal requirements were out of the way,
there was a return flow of currency, reducing the amount of member
knks' indebtedness, as it does every year. .Speculation was proceed-
Mg at a very rapid rate. Speculative credit was expanding to such
an extent that the board felt that some direct action—moral suasion
or whatever you want to call it—was an advisable thing for the
system to do at that time.
Mr. GOLDSBOROUGH. That was in 1928?
Governor YOUNG. That was 1929.
Mr. GOLDSBOROUGH. 1929?
Governor YOUNG. 1929; yes.
With that thought in mind, the board dispatched a communication

to each of the reserve banks in reference to speculative credits, while
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banks were simultaneously borrowing from the Federal reserve banks.
The reaction to that letter was very good from practically every
reserve bank.
On February 14 or 15—I can not recall the date now—the Federal

Advisory Council was here in Washington and approved the action
of the board. Previously to that, the Federal Reserve Board had
issued a public statement appealing not only to the borrowers but
to the lenders, with reference to this vast increase in the use of
speculative credits.
The advisory council approved of the action of the Federal Reserve

Board. The New York directors felt that that'should be supple-
mented by an increase in the rate. The board felt that the result
could be accomplished without the increase in the rate and I thin].
I state accurately that between February and May, in so far a-
member banks were concerned, there was a reduction in security
loans. There was, however, an increase in loans coming from non-
banking sources and I will have to refer to Doctor Goldenweiser
but I think in May, brokers' loans were just about what they were ni
February. So, during that period, the board felt that its prograni
of direct action was accomplishing results and ,it was not necessary
to raise the rate, feeling if they did. raise the rate, a great deal of the
increase would be passed on to business.
In the latter part of May, up until August, there was a largo in-

crease of brokers' loans and other security loans, in member banks.
Most of the increase came about, I believe, because of the great
amount of stock rights that were issued at that time. In addition
to that, the exchange of old currency for new currency required more
Federal Reserve credit. The result of all this was that, in August,
the rate request of 6 per cent was approved. It was initiated by the
Federal Reserve Bank in New York and approved by the Federal
Reserve Board.
From August until the latter part of September 
Mr. GOLDSBOROUGH. May I interrupt there? By August, had

not the situation gotten entirely .out. of hand? Could any raise of
the rediscount rate at that time, in View. of the mental attitude of a
great part of the public, be of any practical service?

Governor YOUNG. Well, there are many people within the system
now that say that the 6 per cent rate in August did eventually,
in October, have some effect on speculation. I think it had some
effect, but a very slight effect. I think that the situation broke in
October because the American public .was ready to change its mind.
Mr. QOLDSBOROUGH. Your opinion's, .as I understand it, that the

board's action in not permitting a raise in rate in August was sound
policy?
Governor YOUNG. I am speaking, Mr. Congressman, for the

board.
Mr. GOLDSBOROUGH. You still think so?
Governor YOUNG. The board still thinks so.
The CHAIRMAN. Will you yield, Mr. Goldsborough?
Mr. GOLDSBOROUGH. Yes; but I want to go along further along

that line, Mr. Chairman. However, go ahead.
The CHAIRMAN. You mentioned a result to be accomplished in

February, due to the change of your policy. What results were you
referring to?

1
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Governor YOUNG. Starting with August each year there is a sea-
sonal requirement which, over a period of five years has been shown
to be in the neighborhood of $300,000,000 additional Federal reserve
credit that is needed between August and December, 1931. That is
represented largely by currency requirements—additional currency
that is used at that season of the year.
You will recall at that time the discount rate in New York was

raised and the bill rate was lowered. It was believed that, if additional
credit was to be put into the market, it would be better to have it
go in through bills. It was believed that that would not increase
the volume of the discounts and would not put, any additional pres-
sure on the member banks, which might tempt them again to raise
rates to business throughout the country.
The CHAIRMAN. On the theory that it would be less apt to go into

brokers' loans, that release of credit?
Governor YOUNG. Yes. Of course, it is extremely hard to ear-

?nark credit. Generally speaking, it is less easy for credit to seep
into the speculative field through bills than 
The CHAIRMAN. This change in the policy by raising the discount

rate to 6 per cent was with the view of taking care of that $300,000,000
demand that occurred between August and December?
Governor YOUNG. Yes, sir; and in addition to that—
The CHAIRMAN. It was not aimed further to tighten and restrict

money that was going into brokers' loans and into the stock market?
Governor YOUNG. Well, could I explain that in my own way,

Mr. Chairman? I think by doing that I will perhaps answer your
question.
The CHAIRMAN. Yes.
Governor YOUNG. In August the Federal reserve system found

itself in this position, that it had a bill rate much higher than the
discount rate—I think the minimum bill rate at that time was
5% per cent and the discount rate was 5 per cent. That was rather
inconsistent, having a bill rate, which is your prime paper, higher
than the discount rate. So, partly to correct that situation and
Partly to say to the banks that were borrowing from the Federal
reserve and simultaneously loaning for speculative purposes, "Go
easy" and by reducing the bill rate to commerce and industry and
saying to them, "Come on." That briefly was the policy as nearly
aS I can recall. I want to recall, also, that the discount rate was
only raised in New York. It was not raised elsewhere.
The CHAIRMAN. You were classifying credit, then, were you not?
Governor YOUNG. Attempting to, by moral suasion or whatever

You want to call it.
The CHAIRMAN. You referred to the period of raising rates in

August. Did the international exchange situation come into con-
sideration in connection with that change in rate?
Governor YOUNG. I am just trying to think of that particular

time, Mr. Chairman, if you will give me a minute or two.
I will answer it this way: If my memory serves me correctly, I do

not believe the international exchange was taken into consideration
at that time.
The CHAIRMAN. What happened to the Bank of England rate at

Or about that period? Was it raised or lowered?
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Governor YOUNG. The Bank of England raised its rate on Febru-
ary 7, 1929, from 4% to 5% per cent and nothing was done with their
rate until September 26, when the rate was put up to 6% per cent.
That was about 40 days after the New York raise.
Mr. GOLDSBOROUGH. May I proceed?
The CHAIRMAN. Just one other question, if you will pardon me.
My question also embodied the period of February when the board

sent out its notice, on February 6, as I recall it, admonishing the
banks to observe a little more closely the requirements of borrowers.
That notice was aimed at what, Governor?
Governor YOUNG. That notice was aimed to attempt to restrain

the tremendous expansion of speculative credit.
The CHAIRMAN. With particular reference to the increasing amount

of brokers' loans?
Governor YOUNG. If I can read this statement, then I can state it

accurately, Mr. Congressman.
The CHAIRMAN. That is the statement that was issued at that

time?
Governor YOUNG. Yes.
The CHAIRMAN. Suppose we put that into the record. I am

familiar with it. That will be done unless some member of the
committee wants it read.
Mr. STRONG. would like to hear it read.
The CHAIRMAN. All right; proceed with it.
Governor YOUNG. That statement was as follows:
The United States has during the last six years experienced a most remarkable

run of economic activity and productivity. The production, distribution, and
consumption of goods have been in unprecedented volume. The economic
system of the country has functioned efficiently and smoothly. Among the
factors which have contributed to this result, an important place must be assigned
to the operation of our credit system and notably to the steadying influence and
moderating policies of the Federal reserve system.
During the last year or more, however, the functioning of the Federal reserve

system has encountered interference by reason of the excessive amount of the
country's creidt absorbed in speculative security loans. The credit situation
since the opening of the new year indicates that some of the factors which occa-
sioned untoward developments during the year 1928 are still at work. The
volume of speculative credit is still growing.
Coming at a time when the country has lost some $500,000,000 of gold, the

effect of the great and growing volume of speculative credit has already produced
some strain, which has reflected itself in advances of from 1 to 1% per cent in
the cost of credit for commercial uses. The matter is one that concerns every
section of the country and every business interest, as an aggravation of these
conditions may be expected to have detrimental effects on business and may
impair its future.
The Federal Reserve Board neither assumes the right nor has it any disposi-

tion to set itself up as an arbiter of security speculation or values. It is, however,
its business to see to it that the Federal reserve banks function as effectively as
conditions will permit. When it finds that conditions are arising which obstruct
Federal reserve banks in the effective discharge of their function of so managing
the credit facilities of the Federal reserve system as to accommodate commeroe
and business, it is its duty to inquire into them and to take such measures as
may be deemed suitable and effective in the circumstances to correct them,
which in the immediate situation means to restrain the use, either directly or
indirectly, of Federal reserve credit facilities in aid of the growth of speculative
credit. In this connection the Federal Reserve Board, under date of February
2, addressed a letter to the Federal reserve banks, which contains a fuller state-
ment of its position:
"The firming tendencies of the money market which have been in evidence

since the beginning of the year—contrary to the usual trend at this season
make it incumbent upon the Federal reserve banks to give constant and close

1
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attention to the situation in order that no influence adverse to the trade and
industry of the country shall be exercised by the trend of money conditions,
beyond what may develop as inevitable.
'The extraordinary absorption of funds in speculative security loans which

has characterized the credit movement during the past year or more, in the
Judgment of the Federal Reserve Board, deserves particular attention lest it
become a decisive factor working toward a still further firming of money rates
to the prejudice of the country's commercial interests.
"The resources of the Federal reserve system are ample for meeting the growth

of the country's commercial needs for credit, provided they are competently
administered and protected against seepage into uses not contemplated by the
Federal reserve act.
"The Federal reserve act does not, in the opinion of the Federal Reserve Board,

contemplate the use of the resources of the Federal reserve banks for the creation
or extension of speculative credit. A member bank is not within its reasonable
Claims for rediscount facilities at its Federal reserve bank when it borrows either
for the purpose of making speculative loans or for the purpose of maintaining
speculative loans.
"The board has no disposition to assume authority to interfere with the loan

Practices of member banks so long as they do not involve the Federal reserve
banks. It has, however, a grave responsibility whenever there is evidence that
member banks are maintaining speculative security loans with the aid of Federal
reserve credit. When such is the case the Federal reserve bank becomes either a
contributing or a sustaining factor in the current volume of speculative security
credit. This is not in harmony with the intent of the Federal reserve act nor is it
conducive to the wholesome operation of the banking and credit system of the
country."

Mr. STRONG. What date was that?
Governor YOUNG. February 5, 1929.
The CHAIRMAN. That letter was sent to the different Federal

reserve banks, was it not?
Governor YOUNG. Yes, sir.
The CHAIRMAN. And the effect of that letter on the Federal

reserve banks was, of course, to examine more closely rediscounts
that were offered from member banks. Did it have this effect, that
it was a notice to member banks to discriminate on loans, and did
the Federal reserve banks so direct member banks?
Governor YOUNG. From what I know of the operation of the

Federal reserve banks, and having operated one for 10 years, I believe
that that is the procedure that has been followed by the Federal
reserve banks ever since they have been organized. I think the
letter of the board was a remamder of what should be done. I think
the subsequent statement of the Federal Advisory Council went
beyond the Federal Reserve Board, and went right directly to the
Member banks.
The CHAIRMAN. Without objection, a copy of that communica-

tion from the Federal Advisory Council will be placed in the record
at this point.
(There was no objection, and the communication referred to is as

follows:)
The Federal Advisory Council at a preliminary meeting yesterday made the

following minute, which was delivered to the Federal Reserve Board at the regular
quarterly meeting of the council and the board this morning:
"The Federal Advisory Council approves the action of the Federal Reserve

Board in instructing the Federal reserve banks to prevent, as far as possible, the
diversion of Federal reserve funds for the purpose of carrying loans based on
securities. The Federal Advisory Council suggests that all the member banks
In each district be asked directly by the Federal reserve bank of the district to
cooperate in order to attain the end desired. The council believes beneficial
results can be attained in this manner."
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Mr. BRAND. What was the date of that?
Governor YOUNG. Of the communication of the advisory council?
Mr. BRAND. Yes, sir.
Governor YOUNG. February 15, I think.
The CHAIRMAN. The point that I was making in that connection

was that it seems to me from memory that that is the first time since
the Federal reserve system was organized that by an official edict of
the board and the advisory council the use to which proceeds of loans
granted by member banks was attempted to be directed.
Was there ever another period when such was the case?
Governor YOUNG. I think that was mentioned in 1923 in our

annual report.
Doctor GOLDENWEISER. 1923, and, in more detail, in 1926.
Governor YOUNG. What action individual reserve banks have

taken publicly I do not know.
The CHAIRMAN. I recall that when Governor Strong of the Federal

reserve bank appeared before this committee, he stated that the
Federal reserve management had no jurisdiction over what use was
to be put to the proceeds of loans granted by member banks.
Do you agree with Governor Strong's statement in that respect?
Governor YOUNG. From a practical and legal standpoint, yes; but

I am quite sure that Governor Strong in his way practiced direct action
in the New York district just as much as 1 did M the Minneapolis
district.
Do not misunderstand me; I had the very highest regard for

Governor Strong, and I do not think he intended to make any mis-
statement, but to a degree the Federal Reserve Bank of New York
exercised direct action; there is not any question about that.
The CHAIRMAN. They did that last October, did they not?
Governor YOUNG. In specific cases.
The CHAIRMAN. Now, Mr. Goldsborough, I do not want to break

in any further on your examination.
Mr. GOLDSBOROUGH. Governor

' 
referring again to this article of

Mr. Krecker's, the statement is made:

The point is that, in the opinion of many bankers, the devastating break in the
stock market last autumn might have been averted had the central banks put
the screws on the money market early in the year, as the New York bank's direc-
tors sought to do. As it was, the orgy of speculation on the stock exchange was
continued for several months longer, while the bubble of inflation was blown
bigger, with the result that when the boom did collapse the destruction was far-
reaching.

As I understand it, speaking for the board, that is not your view?
Governor YOUNG. That is not the board's view, or was not the

board's view, and they still retain the same view.
Mr. GOLDSBOROUGH. Another statement made in this article is as

follows:
The suggestion is that when the directors of a regional reserve bank decide

definitely on a change in the bank rate they make public their decision irrespective
of whether Washington vetoes that decision or not. By so doing they would lift
the veil of mystery which breeds uncertainty. The public would be advised at
least of how the bank's directors feel about the credit situation and could be guided
accordingly.

Under existing practice a very few become exclusively possessed of information
of immense and general importance to all bankers and business men everywhere,
while the latter are kept in the dark and grope along trying to find out where
they stand. If, moreover, publicity should be given to a reserve bank's decision
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the moment they are made the full responsibility for failure to make the desired
Change could then be placed squarely where it belonged.

What do you think particularly of his statement that information
is gained by a limited number of individuals and groups that is not
available to the entire business public?
Governor YOUNG. I do not think so. In the 12 years that I have

been associated with the Federal reserve system, I have yet to hear
of any officer or director 
Mr. GOLDSBOROUGH. I did not suggest that; I did not mean that.

I did not mean to intimate, and I want this put in the record, that
any officer or director of the Federal reserve system or of the Federal
reserve bank used the information he acquired; I meant bankers and
business men who were not officials of the Federal Reserve Board or the
Federal reserve bank.
Governor YOUNG. Well, what others, Mr. Congressman, would

have it?
Mr. GOLDSBOROUGH. That is just what I am trying to find out.
Governor YOUNG. No others would have it. I think I can illus-

trate that by stating what happened on February 15 when the New
York board requested that the rate be raised to 6 per cent. You
Will recall that that was an all-day telephone session between the
New York bank and the Federal Reserve Board, in which there were
'line directors of the reserve bank in New York, eight members of the
Federal Reserve Board, two secretaries of the Federal Reserve Board,
and possibly four or five officers of the New York bank that had that
information. You will recall that on the start the newspapers
arrived at erroneous information. They thought that the board
was trying to put a 6 per cent rate in in the New York bank, instead
of what actually happened. In the course of 30 days, I would say
that that information was known by at least 150 people within the
Federal reserve system, directors or officers or secretaries or others.
If I remember correctly it was almost two months after February 15
before the public arrived at the real story.
So that I think I can say with safety that no one had any informa-

tion that they could use to advantage.
Mr. GOLDSBOROUGH. I see. That is a very fine statement to be

able to make, and as far as I am concerned, I believe every word of
it. But what I was trying to find out was whether there was anybody
Outside of the system who could get the information or who did get
the information, as this article seemed to imply.
Governor YOUNG. I doubt it. Suppose that they had the infor-

nation that the New York directors wanted to raise it to 6 per
Cent and the board would not grant the raise; they would be just
Where they were before. There was no real information until the
Federal Reserve Board approved the rate.
• Mr. GoLnsnonounn. I do not know about that. I think if an
Individual knew the New York bank wanted to raise the rate to 6
Per cent, and the board would not grant them the permission, he
would be in a vastly better position than one who did not know
about it at all, because that first individual would at least know the
drift of the mind of the bank and the mind of the board, which would
be of great value.
Governor Youxu. Well, the directors of a reserve bank would

have every right in the world to issue that kind of statement if they
80 elected, and the board could not possibly object to it.
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Mr. GOLDSBOROUGH. They would have the right to do it?
Governor YOUNG. Obviously so. You can not deny men the right

to free speech. Whether it would be advisable to issue such a state-
ment is a debatable question.
Mr. FORT. May I ask one question right there, Mr. Goldsborough?
MT. GOLDSBOROUGH. Yes, sir.
Mr. FORT. A year or two ago Governor Young, there was public

information as to a dispute between the Chicago board and the
Federal Reserve Board, which was thoroughly understood by all the
public. There were statements issued on that, were there not, about
the raising of the rediscount rate?
Governor YOUNG. That was before I came on the board. I do

not think the board issued any statement.
Mr. FORT. The board did not, but the Chicago board did, did it not?
Governor YOUNG. I think individual members of the Chicago board

did. I do not think the—
Mr. FORT. I mean, the information was made public at the time

that the controversy was on between the Chicago board and the
Federal Reserve Board.
Governor YOUNG. Correct.
Mr. WINGO. Is it not true that in February, 1929, there were some

individual members of the Federal reserve bank board in New York
who were quoted as to their opinion about the situation and the
advisability of action one way or the other?
Governor YOUNG. Not in February. I think one member did

express himself in May.
Is that correct, Doctor Goldenweiser?
Doctor GOLDENWEIBER. That is right; not at the time.
Mr. WINGO. What I had in mind was that they • were directly

quoted—
Governor YOUNG. In March one of the banks advocated within its

monthly bulletin—
Mr. WINGO. What I had in mind was not only in the current

number of a bulletin that came out, or a statement that came from
some bank—and I get so many of them that I do not recall—but
some writer, while he did not quote any specific name—just as in the
case of the quotations that used to come from the White House--
stated that:

It is known or said upon good authority that the directors of the Federal
Reserve Bank of New York think that stringent action should be taken.

I was struck at the time because I had the impression that the
general public had, just the reverse of what the situation was.
Governor YOUNG. Was not that 60 days later?
The CHAIRMAN. Will the gentleman yield?
Mr. GOLDSBOROUGH. I think I ought to be allowed to finish my'

cross-examination.
Mr. WINGO. I beg the gentleman's pardon.
The CHAIRMAN. If you will permit me one question further; apropos

of what has just been said, the controversy arose through the dis-
closure by a director of the Federal Reserve Bank of New York that
he was in favor of raising the discount rate.
Governor YOUNG. I do not know that.
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The CHAIRMAN. The press indicated that Mr. Charles E. Mitchell,
President and chairman of the board of the National City Bank, was
that member of the Federal Reserve Board, of New York.
In view of what has happened here in the last few minutes, I want

to ask if there is not grave danger, when action like that is known to
a. director of the Federal reserve bank—particularly when that
director is the head of an institution which is affiliated with institu-
ons that are interested in stock market operations—of disclosing

information that may be used for speculative purposes?
Governor YOUNG. I do not think so, and I would regret to think

liat any director or any officer of any Federal reserve bank would use
information of that kind to his advantage.
The CHAIRMAN. I was not suggesting that, but the crux of the

squation is that here is a man, a director of the Federal reserve bank
With that knowledge, who happens also to be the managing head of a
national bank and the head also of affiliated institutions engaged in
stock market operations. From the very make-up of the situation, it
Would seem to me that any man in that favored position is bound to
Use that information, whether he does so willfully or not. The fact
that he possesses that information will bring about decisions which
Will necessarily affect the transactions in the market. .
Governor YOUNG. Mr. Congressman, he does not get it any quicker

than the public gets it. What happens is that the New York directors
ineet about 2 or 2.30, and they usually take care of the routine business
first. The rate discussion is then brought up during the meeting, and
sOme one makes the motion to establish a higher rate, or to fix a
higher rate. There is discussion and maybe there is a unanimous
vote and maybe a divided vote, and it carries or it does not. The
Pederal Reserve Board holds itself in readiness at all times either to
,_aPprove or disapprove rates. That information. is phoned to the
rederal Reserve Board and followed up by a wire, and the board
fleets immediately and discusses the situation and approves it or
disapproves it by a uananimous vote or a majority vote. That action
Perhaps is taken not before 2.30, and it is released simultaneously by
the Federal Reserve Bank of New York and the Federal Reserve
Board at 3 o'clock. Those directors stay in conference until after
that is released and the public has that information just as quickly as
that director has as far as any use could be made of the information.
The CHAIRMAN. This particular occasion was a matter of con-

troversy between the Federal Reserve Bank of New York and the
Federal Reserve Board, was it not? It j'
Governor YOUNG. That is correct. It; r- vip
The CHAIRMAN. Mr. Goldsborough, I'do not wish ,to take any

inore of your time.
Mr. GOLDSBOROUGH. I have a question or two.
Mr. Young, on last Wednesday I directed several inquiries to your

view as to whether when banking groups become sufficiently power-
ful they do not become measurably the Government itself—in other
Words, whether the officials representing .the Government are able
to act independently of the pressure which either directly or in-
directly conies to them from these powerful groups.
I am going to illustrate what I have in mind by a situation which

is now developing along another line. The Standard Oil Co. of New
York and the Vacuum Oil Co. are in process of effecting a merger.
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The directors of each company have approved it, but it has not
yet been submitted to the stockholders of the two companies. Those
two companies were constituent members of the Standard Oil Co. of
New Jersey, which was dissolved in 1909 by a decree by the Supreme
Court of the United States holding the groups a combination in
estraint of trade.
As I said before, these companies desire to merge, and the Depart-

ment of Justice has filed a bill in equity to restrain the stockholders
of the constituent companies from voting the merger. In other
words, a bill in equity has been filed by the Government to prevent
the violation of a penal statute.
Now, any lawyer will tell you that can not be done, and the general

understanding among lawyers who have the situation in mind is this,
that these two companies, when they file their answers to this bill in
equity, will not plead to the jurisdiction; in other words, that par-
ticular question will not be raised and they will be able to get a decla-
ratory decree of the court before anything is actually consummated.
Stated in another way, it appears to be an amicable suit. It is ob-
vious that the ordinary individual or the ordinary business could not
make any such arrangement as that with the Department of Justice—
and I am not criticising the Department of Justice; I am only saying
that when aggregations of individuals or of capital become strong
enough, inevitably to a greater or less extent they control those who
should control them.
Now, then, here we have a situation where almost all of the banking

resources of this country are now centered in the metropolitan areas.
If these metropolitan banks extend their influence out into the rural
districts, they will control the economic situation, which in turn, will
control the social situation and the political situation, and in turn
will create a condition where the cities will control the policy of the
Government. In the cities, of course—for we are a new country—
they have an unassimilated population to a large extent, and politics
are not handled and decisions as to governmental matters are not
made as they are in the country I think it has been said that the
so-called graft conditions which exist M American cities do not exist
anywhere else in the civilized world, and it is attributed to the control,
the easy control by politicians, of this vast horde of unassimilated
foreign population.
Now, do you not think that one of the things we ought very

carefully to consider before we assist in the extension of branch
banking into the rural districts is the question whether or not American
life ought to be turned over to the great centers of population?
Governor YOUNG. If there is such a possibility, I think you ought

to consider it very carefully.
Mr. GOLDSBOHOUGH. That is all.
Governor YOUNG. Mr. Chairman, Congressman Goldsborough

made an inquiry of me earlier, as to whether I knew any place where
unit banking existed where there was a demand for branch banking or
group banking. At the moment I could not recall or did not remem-
ber. I now recall that one of my friends in the Far West that went
into one of the group set-ups in the Northwest wrote me, after he
had taken the action, and asked me if he did not act wisely. So I
assume that lie arrived at his own conclusion voluntarily.
That is the only case that I recall at the moment.
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Mr. FORT. :\ lay I interject one question in regard to a matter,
Governor Young, that you were discussing some time ago under the
questioning of Mr. Goldsborough and Mr. Wingo. I did not want
to interrupt Mr. Goldsborough at the time. It relates to the matter
of the value to an institution with which a Federal reserve bank
director might be connected of the knowledge of the action taken
by the Federal reserve bank, and you said you felt, and I agree with
You, that no officer or director would utilize that deliberately for
the advantage of his own institution; but is it not a fact that so
long as the contemplated action of the bank is not known—in other
words, so long as the public has no knowledge of whether or not the
bank is considering officially a change in the discount rate—the
knowledge of that status would be of very great value and inevitably
used, as Mr. McFadden has said, in making decisions by any director
of that Federal reserve bank who also was the director of a bank
Which was dealing in stocks, either for its own account or for the
account of an affiliate?
Governor YOUNG. Let us take the outstanding case, from Febru-

ary 15 or 14, whichever it was, clear through until May or June.
If that director during that period had attempted to take advantage
of the contemplated raise in the rate, he would have been out of luck
for three months at least, because of the position that the board took.
M. FORT. But the general public did not even know m any definite

Way that the board was even considering the change in the rate, did
it? It has only guesswork to go by.

Governor YOUNG. Nothing but guesswork.
Mr. FORT. The question I am coming to—and I have not any

preconceived idea on it—is whether or not the public is entitled to the
information generally at the conclusion of a board meeting as to
Whether the discount rate is even up for discussion.
Governor YOUNG. Possibly.
Mr. FORT. And as to the size of the vote by which the discussion is

resolved.
Governor YOUNG. Well I have a feeling myself—a personal feel-

ing—that the less those things are discussed in the newspapers, the
better, but I may be wrong. Tithe directors of the New York bank
care to make a public statement as to what they have done, I could
not object to that, but during the year 1929, and I will ask Doctor
Goldenweiser and Mr. Smead or Mr. Wyatt to correct me if I am

iWrong, the board had 49 requests for increases n rates, 24 of which
yvere approved and 25 disapproved. I think those figures are accurate;
if they are not I will correct them.
Now, that means that you would be in the newspapers practically

all the time, and with additional controversy all the time. •
Mr. FORT. Of course, stock markets thrive on uncertainty and not

on certainty. That I realize is true. .
Governor YOUNG. Maybe the uncertainty between February and

May had an effect on the market.
Mr. FORT. I am not Sure it did not, but my thought in this connec-

tion—and the matter I am trying to direct your thought to—is along
the line that I questioned you when I had you under examination,
namely, whether it is proper for the officer of an institution which
itself deals in stocks to be also a director of the Federal reserve bank
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that fixes the rediscount rate which we all know vitally affects the
stock market.

Governor YOUNG. I will have to answer that, Mr. Congressman,
by saying that in my entire association with the Federal reserve
system I .have never seen a director take advantage of that, or never
had any intimation he did in any way, shape, or manner. That
would mean that you would have to get directors that were divorced
from the stock market entirely, to follow your thought out.
Mr. FORT. Not necessarily. The distinction is this, that if either

for the account of the bank or for a security affiliate the dominating
iofficer of the bank s accustomed to dealing in securities for its account

in large volume 
Mr. WINGO. Pardon me, but you used the word "bank." Do you

mean the Federal reserve bank or a member bank?
Mr. FORT. Member bank.
Mr. WINGO. You mean to say, then, that the director of the member

bank is also a director of the Federal reserve bank?
Mr. FORT. He might very well be.
Mr. WINGO. I just wanted to follow you.
Mr. FORT (continuing). Dealing largely in securities for the account

of his own institution, it seems to me, without any dishonor or dis-
credit, that he would be gravely deficient in the performance of his
duties as an officer of his own institution if he did not have his judg-
ment controlled as to the bank's further operations by his knowledge
of the judgment of his Federal reserve. bank codirectors as to a forth-
coming increase or decrease in the rediscount rate.

Governor YOUNG. Let us follow that right along in actual practice.
I have described the customary .method of fixing and approving the
discount rate. Obviously no (director can take advantage of that
situation.
Mr. FORT. Absolutely; I agree with you.
Governor YOUNG. So we will eliminate that. Then we come to a

controversy such as existed between the board and the New York
bank from February until May. That ditector had that information
every day; he had it every week, but he could not use it; it was of no
benefit to him at all until it had the approval of the Federal Reserve
Board.

Is not that reasonable conclusion to arrive at?
Mr. FORT. It might be that he could not use it, Governor Young,

with the same value that he could use knowledge of a definite happen-
ing, but, knowing the condition that existed, that his bank was
keeping up the pressure on the Federal Reserve Board to produce
action in accordance with its views, he certainly had a balance of
knowledge that the rest of the country did not have—he knew that
there was at least more likelihood of an increase than a decrease.
Governor YOUNG. But he did not get it.
Mr. FORT. Not immediately; he got it eventually.
Governor YOUNG. I will go a little further with that. I think it

was in May that they ceased making the recommendation to the
Federal Reserve Board for an increase in rate, and the discount rate
raise in August really originated with a conference of governors that
was held in Washington, so I do not see, Mr. Congressman, how they
could use that information to advantage. There might be a possibihty
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of using the information that they could get in reference to open-market
Operations, but I do not think so.
Mr. FORT. How about the reverse of the situation, where the

Federal Reserve Board desired the local Federal reserve bank to
raise the rate, so that he was sure of its approval?
Governor YOUNG. Well, the only time that the Federal Reserve

Board initiated a rate, it did not happen that way.
Mr. FORT. But the member of the Federal reserve bank or board of

the district, having that knowledge and knowing the attitude of his
own board, would have a distinct advantage over the rest of us,
Would he not, which he might or might not use?
Governor YOUNG. I do not think so.
Mr. WINGO. Your theory is that he would necessarily use it in

casting his vote as a member of the directorate of his own bank, that
It consciously would affect him?
Mr. FORT. Well, I think that in the larger banks, where they have

the power, they do not wait for directors' meetings to buy stocks.
Governor YOUNG. Let us follow that along. 

T4 
t us assume that

the Federal Reserve Board should arrive at a conclusion that there
should be a rate raise in some bank 
Mr. FORT. Or a reduction.

, Governor YOUNG. Or a reduction, one or the other. Well, the
law gives the board the power to fix the rate for the Federal reserve
bank, and that has only been done in one instance. The procedure
that would be followed would probably be this, that the board,
'viewing the entire credit structure of the United States, would
believe that it was advisable that there should be a rate raise or a
rate reduction. They would pass that information on to the officers
of the reserve bank, not to the directors, because we are not in close
contact with them. At a meeting of the directors at 2 o'clock they
Would be acquainted with the views of the board, and the directors
might agree and they might disagree. If they disagreed, they would
not initiate the rate. If they did agree, they would initiate the rate,
and it would be immediately approved by the board and a director
Would be in the same position as if the bank initiated the rate itself
and the board approved it.
Mr. FORT. Except that they might agree to initiate it a week

later or two weeks later.
Governor YOUNG. That might be possible; they might say it is

too early.
The CHAIRMAN. In connection with the change of rate that you

poke of a few moments ago, what would be the process in a change
in rate supported, for example, by the bank in Philadelphia? Do
You consult with the other banks, the other 11 banks?

Governor YOUNG. No.
The CHAIRMAN. They are not consulted?
Governor YOUNG. NO.
The CHAIRMAN. They are not made cognizant of any change in

the rate of the Philadelphia bank until after that has been decided
Upon?
Governor YOUNG. Under some conditions they would be and under

Others they would not.
The CHAIRMAN. Under what conditions are the directors and

officers of all of the 12 banks notified or consulted before a change in
rate is made effective?

kb- 



660 BRANCH, CHAIN, AND GROUP BANKING

Governor YOUNG. Under no conditions, but this has happened:
Obviously a rate raise in one district which would be above the rate
in other districts, has an effect upon the entire United States, and I
mean by that that if New York were on a 5 per cent rate and elected
to raise it to 6 per cent, obviously the board in approving or dis-
approving would take into consideration the effect, immediate or
eventual, that that might have on the other districts of the United
States in determining whether we would approve or disapprove of
the rate. Now, it would be possible under those circumstances
that I, as the head of the board, might consult with the officers at
Cleveland or with the officers at Chicago, Philadelphia, or elsewhere.
to find out what, in their opinion, the effect of that rate would have
in their district and whether there was strong opposition to it or
whether they had no feeling about it at all. That would not, however.
go to the directors of these other banks, because they only meet ever
two weeks or every 30 days, and the board has to act quickly.
The CHAIRMAN. Of course, this problem is a very sensitive one.

and I would like to state for. the record that in my questions a few
moments ago wherein I mentioned Mr. Mitchell of the National Cit.)
Bank of New York in connection with the rate change and the possible
benefit he might derive from his. associations, I was not accusing
Mr. Mitchell of having used that information in any manner; I was
merely using that to illustrate the possibilities, or the sensitiveness-
connected with that kind of a situation.
Mr. FORT. I have the same feeling about all of it; I think the Federal

reserve system has been run with a very high sense of honor.
The CHAIRMAN. It seems to me that there is a grave possibility of

information pertaining to possible changes in the policy of the Federal
reserve getting out to those who are closely associated with officer;
and directors of the Federal reserve banks. As an illustration of what
I mean, take, for instance, a class C director of a Federal reserve bank
who attends a directors' meeting where a matter of change of policy
is up for consideration. He has a business associate who knows fowl
his partner's action one being a director of the Federal reserve 1)1,1,k
and the other the operating head of. the business, practically what
action took place in that meeting without the director telling him,
if it happens to be a class of business that is affected by a change ill
rate or a change of policy. It seems to me that it is such a sensitive
thing that in many instances information like that is bound to get out
By way of illustration, I want to cite an incident that occurred

on the 1st of last October. I was in New York, on lower Broadway.
when I met an officer or director of one of the Federal reserve banks.
who shook hands with me, and I said, "What are you doing in New
York?" •
He said, "I am just going over to my brokers to sell everything

have got."
He passed on, and I went my way. My natural thought was

What is going to happen? What is this all about? Here is an office)
of the Federal reserve bank 
Governor YOUNG. An officer?
The CHAIRMAN. He was a director of the bank, and I thought

that he must have advance information on some movement. I
have thought of that many times since.
Governor YOUNG. Well, let us follow that a little further 
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The CHAIRMAN. I bring that up just to get your reaction on it,
Whether or not there is a possibility of anything like that happening.
Governor YOUNG. I will be glad to give it to you. In August we

took action in reference to the discount rate and the bill rate, which
was known to the public as quickly as it was known to any director or
officer of any reserve bank—or, inside of five minutes.
The CHAIRMAN. Does the public get the effect of that action as

quickly as a man immediately engaged in the activities of the system?
Governor YOUNG. It has the same information.
The CHAIRMAN. But the capacity there to analyze it and note its

effect is not as keen as with the one who is very close to the Federal
reserve operations.
Governor YOUNG. In September we proceeded to buy bills; that
as public information. In October we were asked for authority to

Duy Government bonds, if necessary, to relieve the situation. Now,
that was the information that that man had, which was an easing
policy so far as the credit situation was concerned; so that in October
he did not have any information that the public did not have, and he
Must have been prompted to sell securities for some reason other than
Pederal reserve policy or Federal reserve action.
Mr. DUNBAR. I would like to ask the chairman and Mr. Fort a

question.
You have spoken about the possibility of contemplated action

being disseminated to the public and thereby creating a speculative
Market. It is pretty hard to keep it a secret; you can not do it;
People contemplate and have in their minds certain procedure and,
somehow or other, the newspaper men get their information mostly
out of the air, but they know what is going to occur before the
Participants themselves come to a conclusion.
What have you to suggest that would prevent this impression

going forth which has influenced speculation and disturbed the busi-
ness conditions of the country which you in your questions to Gov-
ernor Young have somewhat deplored?
Mr. FORT. Are you asking me?
Mr. DUNBAR. Both of you.
Mr. FORT. I have no commitments in my mind other than the

feeling, which I think I have disclosed, that the whole practice of
the purchase and sale of stocks by banks for their own account or
affiliates is bad banking and ought to be stopped.
Mr. DUNBAR. How would you stop it?
Mr. FORT. By forbidding banks to indulge in the purchase or sale

of stocks.
Mr. DUNBAR. That is right.
Mr. FORT. That is another question, however.
Mr. DUNBAR. That is the one I was talking about.
Mr. Font. What I mean is that there ought to be some law that

Would be definitely applicable to banks on that.
The CHAIRMAN. The point I was raising was that there was a

sensitiveness here that probably could not be reached by law. It
comes back to the element of human nature, and I do not know but
that it goes even beyond that, where a man, by not saying anything,
really answers a question, because the understanding is so close
between those who are associated in the actual operation of the
sYstem and those who are either engaged in market operations or in
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business that they decide the course as to a change in policy 9.9
affecting their own particular situations or their opportunity to make
money. That is something that no law can cover. It is a situation
that an officer of an institution, either as a director or an active
officer, be he ever so honest, might, by evading an answer to a direct
question, give information of material value to one engaged in specu-.
lative operations.
Mr. DUNBAR. I agree with you as to that; that is the difficult,

that the directors of the Federal reserve system labor under, and it is
one that they would like to solve if possible, and yet at the same time
it is a condition that more or less reflects unjustly upon them.
Mr. WINGO. Mr. Chairman 
The CHAIRMAN. I might say here for the purpose of this record

that this present discussion is proceeding as it is because of the fact
that Judge Brand does not happen to be present, but he will proceed
to-morrow, and, having this time available, a latitude is being given
to the members of the committee to ask questions of Governor Young
out of the regular order.
Mr. WINGO. A while ago, Governor, you were talking about rates.)

and you suggested that the board had the poower to fix rates. I
believe that has been decided by the present board and I also believe
that you have had one or two Attorney Generals tell you that you
had the power to fix rates.
I do not know that it is worth while, and may be it is just a personal

satisfaction, but I would like to reiterate what I have said every time
that question was raised, that that was not the original contemplation.
One of the bitter controversies as far as this House committee was
concerned was where the power to fix rates should be lodged, and
originally it was suggested that the board should have that power.
That very controversy was involved in the question which concerned
the selection of directors, and the directors we divided into three
classes, letting the member banks be represented, letting business be
represented and letting the board be represented. Those who had
raised the original controversy objected to a central board having the
power to dominate the rate by initiatory declarations, and they were
led to believe that all on earth that this final language which was used
meant was to approve or review or determine, I believe the language
is "subject to review and determination."
That word "determination," they were led to believe meant the

final determination; in other words, that the rate should not become
effective until reviewed and determined finally by the board, and, of
course, it may be another one of those instances where a few kneiv
what they were driving at and used language to conceal what they
were doing to get by the opposition of an unquestioned majority,
both in the committee and in the House. It is also true that some
gentlemen who were connected with the writing of the act have
right-about-faced on that, for they have given two opinions in
writing, and one was that it was intended for them to have the power
and the other that they should not have it; and, while my judgment
or my recollection may be confused on some things, on a major
controversy like that I do not think I can be confuised, and onlI
recently did I refer to my notes as to the controversy in which I
engaged in reference to that very question, and I specifically asked
the question not on the floor but of some gentleman who had some'
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thing to do with it if that language would be interpreted as centralizing
the power to fix rates here in the board at Washington, and I was
assured that it would not, that they simply wanted to have the
checks and balances, and the review and the determination was
intended to give the supervisory board some control and veto power
and not just unlimited power to fix the rate.
Governor YOUNG. It clearly gives the board the veto power.
Mr. W1NG0. No question about it. The argument used was this,

in connection with the original proposal for a uniform rate, that there
are different types of business in different parts of the country, and
Seasonal demands are different, and that therefore a rate which might
be beneficial for a New York bank would be just the opposite for Min-
neapolis or San Francisco or Kansas City. Then the argument to
rave the final determination with the board, the veto power, was urged
°Y those replying to that argument, that that was true, but that if
You leave the power without any review by the Federal Reserve Board
hi any one of the 12 'banks, that then that one bank might be arbi-
tra—, ly in the use of its power and might put in effect a rate which by
Its reaction would affect the other 11 banks, and therefore the board
Sitting here at Washington should have the final veto power, so as to
Check a bank that used its power unwisely or arbitrarily so far as the
Whole country was concerned or abused its power by putting in effect
5 rate which it realized would have a punitive effect on some other
hank that it wanted to affect.
That is the argument that was made pro and con here at the table

and in conferences, and the real intention was that never should the
board initiate a rate, that the board should take no action at all until
the bank submitted a proposed change, and then the board could either
4PProve it, or else it could veto it and the bank then, if it wanted to
take any further action, would have to make some other suggestion.
That was the original thought. Maybe it was wrong, and maybe

the present determination is wise—I do not undertake to discuss
that, but I just wanted to put that in the record in view of some
contentions that have been made.
. Governor YOUNG. It has been my observation, Mr. Congressman,
in the actual operation of the system, that the initiation of a rate in
?he district does have an effect on other districts, not to the extent,
however, of requiring a uniform rate throughout the system.
, Mr. WINGO. Well, this is true, is it not, that at a certain season of
the year there is a larger demand for credit, say, in Kansas City,
alld under normal conditions, especially before the war, at the very
time you had the heaviest load, at the peak of your credit load in
Ixansaa City, nine times out of ten for a period of 10 years prior to
1913, that was the dull period in New York. In other words, credit
was more plentiful then and as a rule New York sent out its surplus
credit into the Kansas City territory and met the demands out there
for surplus credit.
Now, if there is a heavy demand for credit in Kansas City or in

80/ne of the States where they recognize under the usury laws a 10
Per cent rate in advance that the member banks may charge their
borrowers, and the wheat farmers and the country bankers are
carrying those accounts, on account of the scarcity of cash, say at a
rate of 8 per cent, the very necessities of the case demand the highest
seasonable rate in that territory, and if at the particular moment the
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New York rate should be put abnormally low, it would have one
effect and, on the other hand, if the New York rate were put very
high, it would have just the opposite effect. If the New York rate
was the same that day that the rate is at Kansas City, it would make
the burden in Kansas City a little bit heavier, would it not? In
other words, a 6 per cent rate in New York is higher for New York
than a 6 per cent rate in Kansas City is for that territory, is it not?

Governor YOUNG. I would say yes.
Mr. WINGO. You catch the point? In other words, 6 per cent is

a high rate in New York City, is it not?
Governor YOUNG. Very high.
Mr. WINGO. But a 6 per cent rate in the Kansas City territory is

not an abnormally high rate?
Governor YOUNG. It might be a very effective rate in that district
Mr. WINGO. I am talking about member banks. I do not know

of a bank in my district that charges the general run of people-----
Governor YOUNG. You are talking about member banks?
Mr. WINGO. Yes; about the general credit rate. In other words,

I do not know of a single member bank in my district that is making
a 6 per cent rate to all of its customers. Its preferred customers
get it, but I can not get a 6 per cent rate; I have to pay 10 per cent
in advance at my bank, even now with this plentiful money and with
this wonderful easy credit.
The point I am getting at is the necessity for having a different

rate sometimes in different Federal reserve districts.
Governor YOUNG. Oh, yes.
Mr. WINGO. That was recognized in the beginning, and for that

reason it was first urged that you ought to have 12 different banks
and that each bank ought to fix the rate to meet the needs of each
particular district with which they were more familiar, but, on account
of the general effect that might have on any other single bank, it was
thought that the Federal Reserve Board ought to have the veto power
so that if some bank showed a reckless disregard of the whole country,
the board could preserve and protect the general public interest in
that way.
Governor YOUNG. I think that has been followed out in the opera-

tion of the system. Uniform rates have not been general. We have
rates now ranginc, from 3; to LIY2 per cent in the system.
Mr. WINGO. But, within itself, a 3;,‘ per cent rate in one district is

relatively lower than a 3 per cent rate in another district at the
same time, is it not?

Governor YOUNG. It might be.
Mr. WINGO. In other words as to the effect—and that is what you

go by—a 3‘ per cent rate in Kansas City would be entirely different
from a 3; per cent rate in New York City, would it not?
Or, let us take a 41(2 per cent rate; a 4% per cent rate in New York

City would have a very different effect than a 4% per cent rate in
Kansas City, would it not?
Governor YOUNG. It would depend upon the conditions and cir-

cumstances.
Mr. WINGO. In other words, there is more than just a 1 per cent

difference in the relative demands and actual price of credit as fixed
by supply and demand in Kansas City on the one hand and Nevi
York on the other?

fi



)ne
Dry
ate

In
)rk
)t?

is

Gt.
)1v

is,
ng
)rs
nt
th

,nt

at
ks
ch
nt
as
or

iii

.a-
ve

is
he

nt

rk
iii

ir-

nt
Eql
tw

BRANCH, CHAIN, AND GROUP BANKING

Governor YOUNG. There might be.
Mr. WINGO. As a general rule, measured by the actual transaction,

it runs between 2 per cent and 3 per cent, does it not, so far as the
member banks are concerned? In other words, the current level
of interest rates in the Kansas City district runs from 2 to 3 per cent
above the current interest rate in the New York district. That was
true the last time I checked up on it and got expert advice, although
it may not be true now. That was a few years ago.
The CHAIRMAN. It is now 1 o'clock, but before we adjourn I want

to place into the record a letter rom the Comptroller of the Currency
under date of March 27, 1930, closing certain information previously
asked for in regard to a comparison of bank assets in the United
States between July, 1914, and July, 1929, showing the increase in
banking assets in a number of the larger cities in the United States.
Mr. WiNco. Does that statement show the assets with reference

to what you might call the two major groups, the independent unit
banking group and then the others?
The CHAIRMAN. No; it does not. It shows the entire banking

assets in the United States for July, 1914, and July, 1929, showing
the per cent of increase to be 180 per cent.
(The letter and statement referred to are reproduced below.)

COMPTROLLER OF THE CURRENCY,
Washington, March 27, 1930.

ROIL LOUIS T. MCFADDEN,
Chairman Committee on Banking and Currency,

House of Representatives, Washington, D. C.
„,..M1( DEAR MR. CHAIRMAN: In compliance with the request of the Hon. James
‘,W• Dunbar upon the occasion of my appearance before your committee on
March 14, I am inclosing a table showing a comparison of total loans and m-
vestments of all banks in each of the 12 Federal reserve bank cities and 4 other
!elected cities as of July, 1914, and July, 1929, together with the percentage of
Increase during that period.
This is submitted to you for insertion on page 256, Volume I, part 3, of the

hearings before the Committee on Banking and Currency, House of Repre-
sentatives, Seventy-first Congress, second session, under H. Res. 141.

Yours very truly,
J. W. Poi.; Comptroller.
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MARCH 25, 1930.
Subject: Banking resources in New York and other cities, 1914-1929.
In order to measure the relative increase in banking resources between 1914

s?Id 1929 in each of the 12 Federal reserve bank cities and in 4 other selected
Cities, also in the United States as a whole, as well as in the United States exclusive
Of New York City, the following table has been prepared comparing total loans
and investments of all banks in each of such cities in the two years. The results,
While believed to be substantially correct, can not be said to be exact, for official
fi,gures for State banks are often not available separately for individual cities
4 13/Ily State totals often being published). The figures given were taken from, 

Rand-McNally bankers' directories for July, 1914, and July, 1929, except
III the case of New York City. For that city official figures as published by the
emptroller of the Currency and by the State banking department were used,

due to the fact that it was not practicable to eliminate from the bankers' directory
figures the assets of the foreign branches of New York City banks.
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City

Total loans and investments I

July, 1914 July, 1929

Increase
July,

1014, to
July.
1929

United States  
Unites States, excluding New York City 
New York 
Chicago 
Boston 
Philadelphia 
Cleveland 
Richmond 
Atlanta 
St. Louis 
Minneapolis 
Kansas City 
Dallas 
San Francisco 
Baltimore 
Pittsburgh 
Detroit 
New Orleans 

$20, 876, 000,000 $58. 533, 000,000
16, 898, 000, 000 45, 928, 000, 000
3,978, 000,000 12,605 000,000
873, 000,000 2,708, 000.000
744, 000, 000 1, S50, 000, 000
775, 000,000 2, 030, 000, 000
297, 000, 000 966, 000, 000
59, 000,000 135, 000,000
41, 000, 000 137, 000, 000
301, 000,000 594, 000,000
109, 000, 000 310, 000,000
106, 000, 000 242 000, 000
30, 000, 000 161, 000, 000
394, 000,000 1, 895, 000, 000
242, 000, 000 591, 000, 000
489, 000,000 1, 083, 000, 000
178, 000,000 1, 008, 000, 000
85, 000, 000 242, 000, 000

Per ees
180
112
217
210
149
162
ZIS
129
234
97
1E4
1?",
437

1.1
11
4(

4
1

5

'Exclusive of joint-stock land banks, Federal Intermediate credit banks, and Morris-plan banks; figure
for New York City also exclude private banks.

I From annual reports of the Comptroller of the Currency, exclusive of Alaska and insular 90sses81003'I Available figures for 1914 and 1929 are not comparable, due to the fact that the published figures for tt e
city include a large number of out-of-town branches.

Mr. WING°. Right on that point, if I may, I would like to ask the
governor one question before we go.
In the last three years, measuring banking capital and resources

by loans and investments, while there has been a large increase
' 

yet
relatively the larger increase has been in the resources of other than
the independent unit banking system. There has been a very rapid
trend toward group, chain, and branch banking in the last few years,
has there not?
Governor YOUNG. That 18 correct.
Mr. WINGO. My recollection of that table that you had here the

other day of member banks shows that the indepenaent unit banking
system had about thirteen billions in loans and investments out of
thirty-five billions. I checked it up the other day, and that is one
thing that I intended to ask the governor about, but I failed to
bring over my notes.
Governor YOUNG. I think that was some information that was

presented by the comptroller. I have a copy of it.
Mr. WINGO. I questioned you some about it.
Governor YOUNG. But we put in some other information that

included all of the banks of the United States, and the sum and
substance of it was 
Mr. Wiiicap. Let me have that table that is before you; I think

that is it. It is Table 4, "Number and loans and investments of all
member banks in each State, and of member banks that operate
branches or belong to groups or chains, by States, December 31,
1929," and is marked "St. 6526."
I notice that, for the whole United States, the loans and invest-

ments amount to $35,934,000,000; for the independent unit member
banks, $13,275,000,000.
The point I want to get at is this, that that trend has been veil

noticeable in the last three years, and it leads to this conclusion--
and whether it be wise or unwise, I am not discussing now-that
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measuring the resources of banks by the item of loans and invest-
Ments, the greater part of the resources are in the banks other than
the independent unit banks.
Governor YOUNG. That is correct.
Mr. WINGO. The natural tendency seems to be that way, andII

am not discussing the merits of whether that is wise or unwise.
But we have reached that point where, from a practical operating
standpoint, the banking business of the country has already gone into
either chain, group, or branch banking, or the dominating volume of
it has, has it not?
Governor YOUNG. Yes, sir.
Mr. WINGO. So under the present law your independent unit

banking system is being forced out. I am not talking about whether
it is wise of not, and I am not using the word "forced"in an offensive
sense, but, just on account of the competition and the natural choice
of those engaged in banking, the independent unit bank seems to be
Passing to a large extent out of the picture. A
Governor YOUNG. I would not be prepared to say that it is forced;

I am rather inclined to think that it is being done voluntarily in the
greater number of cases.
Mr. WINGO. I am not, as I have previously stated, using the word

"force" in an offensive sense, but it is that force that flows from the
natural exercise of judgment of those who choose between the differ-
ent types of banking. They voluntarily are going more and more
into group, chain, and branch banking and less and less maintaining
theindependent banking system.
Governor YOUNG. The figures show that.
Mr. WINGO. In other words, I am not talking about any improper

Methods being used; that is not the point; but I am just talking
about the natural trend of those who are responsible for the forms
of banking in the United States represented by their actual action
in that type of banking in which they engage, and it shows more and
more that they are going into group, chain, or branch banking, and
leas and less to independent unit banking.
Governor YOUNG. Modified to this extent: In volume, yes; in

number, no.
Mr. WING°. That is very striking. That is another point I wanted

to call attention to, and then I will close. The independent unit
member banks of the Federal reserve system number 7,321, and only
have resources, measured by loans and investments, of $13,275,000,000.
The remaining banks, out of a total number of 8,522, have total
resources, measured by loans and investments, of $22,659,000,000.
So that the only predominance of the independent unit banks to-day

la in mere numbers of the banks. There are 7,321 out of 8,522, and
a little more than a thousand other banks, other than the independ-
ent unit banks, have the remainder of the $35,934,000,000 of re-
Mimes, as against the $13,275,000,000 that the larger number of
small independent unit banks have.
Governor YOUNG. Correct.
Mr. WINGO. Whatever is responsible for that we are not discussing;

We are just talking about the natural trend. There is nothing strange
about it, measured by the experience of other countries; it is the same

100136-30—v0L 1 rr 6--6
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story of the way they went in England, Canada, France, and Ger-
many—it is a natural trend in all countries, is it not?
Governor YOUNG. Every country that I recall, although I do not

remember that the independent bank ever developed in Canada
I do not think it did.
Mr. WING°. Well, they had, when we first commenced this branch-

banking controversy, over 30 banking systems there.
Governor YOUNG. They were all branch systems.
Mr. WINGO. Yet they were all independent systems. Now they

have gotten down to where they have 10 actual banking systems
and 3 of them dominate all 10. I do not mean that they have a
majority control, but it is generally admitted that the "big three"
now dominate in Canada.
I have all of those statistics on these other countries, and I will put

them in the record, but at this point, in connection with a suggestion
that he made and without discussing the merits of the respective
systems, I wanted to show what the natural trend is in this country.
That is all.
The CHAIRMAN. The meeting is adjourned.
(Thereupon, at 1.05 o'clock p. in., an. adjournment was taken until

10.30 o'clock Wednesday norning, April 2, 1930.)
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WEDNESDAY, APRIL 2, 1930

s, HOUSE OF REPRESENTATIVES,
a COMMITTEE ON BANKING AND CURRENCY,

Washington, D. C.
The committee met in the committee room, Capitol, at 10.30it o'clock a. m., Hon. Louis T. McFadden, (chairman) presiding.as The CHAIRMAN. The committee will Come to order.re Governor Young, have you something further to submit?

11

ii

STATEMENT OF GOV. ROY A. YOUNG—Resumed

Governor YOUNG. Yesterday it was requested that I secure and
Put into the record a statement of the Federal advisory council as of
date February 15.
The CHAIRMAN. That will go into the record at this point.
(The statement referred to is here printed in full, as follows:)

[Statement for the press. For immediate release Friday, February 15, 3 p. Tn.]
The Federal advisory council at a preliminary meeting yesterday made the

following minute, which was delivered to the Federal Reserve Board at the regu-
lar quarterly meeting of the council and the board this morning:
"The Federal advisory council approves the action of the Federal Reserve

Board in instructing the Federal reserve banks to prevent, as far as possible, the
diversion of Federal reserve funds for the purpose of carrying loans based on
'ecurities. The Federal advisory council suggests that all the member banks
in each district be asked directly by the Federal reserve bank of the district to
cooperate in order to attain the end desired. The council believes beneficial
results can be attained in this manner."

The CHAIRMAN. Have you anything further, Governor?
Governor YOUNG. The other information will take some time,

Mr. Chairman.
The CHAIRMAN. Now, Mr. Busby, you are to proceed next.
Mr. BUSBY. Some days ago when the Comptroller of the Currency,

Mr. Pole, was before the committee, the main argument, as I under-
stood it, urged by him for branch banking was that many of the
unit banks had failed during the last 10 years. I called his attention
to the fact that four States along the Atlantic coast—North Carolina,
South Carolina, Georgia, and Florida—with a population of 7% per
cent of that of the whole United States, had had 729 bank failures,
and that nine States in the agricultural northwest—Minnesota,
Iowa, Missouri, Oklahoma, North Dakota, South Dakota, Nebraska,
lansas, and Montana—with 14% per. cent of the country's popula-
tion, had had 2,768 bank failures, while 78 per cent of the population
had 2,157 bank failures or 28.4 per cent of failures. So, that gave
us 22 per cent of the population of the country having 71.6 per
cent of the bank failures out of a total of 4,925 banks which failed
from 1920 to 1929.

669
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I asked him the question whether chain, group, or branch banks
located in that type of territory—that is, agricultural territory—
would not be subject to the same pressure in times of deflation,
especially where the loans were secured almost wholly by agricultural
products, stock, and other products of the farm. What is your
opinion regarding that situation with reference to these bank failures,
about which you know?
Governor YOUNG. I think that the pressure would have been

just as great for additional credit. I think under a branch set-up
that probably there would have been greater discrimination in the
way the money was lent.
Now, I want to refer to something I referred to the other day,

something that is very seldom mentioned in the causes for bank
failures, and that is the tremendous loss of deposits in many of those
banks. I could name a great number of them that did lose during
that period at least 50 per cent of their deposits.
Mr. BUSBY. In what way did they lose them?
Governor YOUNG. Lack of confidence on the part of the public;

they withdrew their deposits, so that the country banker was not
able to liquidate rapidly enough to pay those deposits without
getting assistance from a correspondent or from the Federal reserve
bank, and even with the assistance that he got from the Federal
reserve bank there was great hesitancy upon his part in acquiring
any new loans, and I think, coming from that territory, as you have
and I have, that we both know that many of these agricultural
problems could have been worked out and were actually worked out
by the banks that were in position to lend additional money to
bridge men over and to take care of them.
The CHAIRMAN. Will you yield there, Mr. Busby?
Mr. BUSBY. Yes.
The CHAIRMAN. What caused the lack of confidence, Governor

Young, that you referred to?
Governor YOUNG. One bank fails and that always creates a lack

of confidence in the remaining banks, and, in the Northwest where
they failed in such great number, there was an inclination on the part
of the public to withdraw the funds, hoard them, or move them into
the larger centers. Now, under a branch system, where these
difficulties frequently are local and not general—in other words,
where you may have a drought in one section but not in another,
or you may have, difficulty with the sheep industry in one place
but the cattle in another place you are not having 'difficulty with—
many of those situations can be worked out if time is granted and
if additional funds are lent to the proper kind of people. I think
that a branch system would enable them to do that where in many,
many cases the unit banker was not in position to do it.
Mr. BUSBY. Do you not think that the biggest argument for a

branch system is the fact that where there are several banks in the
system a run on one of the banks would not be near so likely, and,
if it were made, the other banks the system could come to its rescue
in a sufficient way to reestablish confidence and stop the run?

Governor YOUNG. I will Fo a little further than that and say that
they would have to go to its assistance, because the failure of any
branch or the failure of any part of the chain naturally would tear
down the whole branch system or the whole chain system, and they
could not let one section of it fail.
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Mr. BUSBY. Of course, if the distress became so general as to reachnearly every bank, as it did in the central northwest when theyhad 467 failures in Iowa during a 9-year period, that would affectthe parent bank as well as the branches if they were all located in that
territory, would it not?
Governor YOUNG. It would, Mr. Congressman, but the probabilities

are that if we had a branch system established, say 20 years ago within
those little trade areas, that they never would have accumulated
Many of. the loans that they did accumulate. That is why many of
those unit bankers in that territory have been able to stand up, because
they did resort to diversification.
Mr. BUSBY. You stated the other day that undoubtedly there was

great depreciation in the collateral used as a basis for loans in that
section and all sections of the country, or words to that effect, I
believe?
Governor YOUNG. Yes, sir.
Mr. BUSBY. You stated in so many words that undoubtedly the

Federal reserve system would have taken in, after having made due
examination of these banks and their collateral, as many as 2,500 of
the banks which later failed had they applied in 1917 or 1918 for
membership in the Federal reserve system.
Governor YOUNG. I made this statement, that there were 3,000

nonmember banks in the ninth Federal reserve district in 1917, and
that if they had applied for membership in the Federal reserve system
we probably would have accepted at least 2,500 on the information
that we had in reference to those banks at that time, or, I will put it
this way, on the information that we thought we had. .
Mr. BUSBY. This is about what I wrote down at the time you were

here before; that from what you, the Federal Reserve Board, knew
about the banks in the agricultural section, and .your opinion of their
solvency, you were sure that 2,500 of those which had failed during.
the last 10 years would have been admitted as members of the Federal
reserve system.
Governor YOUNG. Well, if I stated it that way, I misstated it, Mr.

Congressman. I would like to refer to the record.
Mr. BUSBY. I am not positive that these are your exact words, but

I think I was taking down about what you said as nearly as I could
follow you while you were stating it.
Governor YOUNG. I will attempt to make that clear.
Mr. BUSBY. I just called your attention to it for that reason.
The CHAIRMAN. I would suggest that in order to clear this up, the

exact statement of just what Governor Young did say on this par-
ticular subject be placed in the record.
Mr. BUSBY. It is already in the record, and I think it would be

Well for him to cover this again. If I did not get it right, it is not
due to any intention to mislead, but merely for the purpose of getting
More light as to the attitude of the Federal Reserve Board.
What I want to get is whether or not the Federal Reserve Board

iand the highest banking authorities n the country believed that the
banks to which we referred and about• which we have been talking

iWore sound and were being conducted n a proper banking manner,
and, of course, any explanation or any light that the governor may

ibe able to give us on that subject s all that I am asking for.
Governor YOUNG. That will require . a little explanation, Mr.

Congressman, which I am very glad to give.
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You are familiar enough with country banking as it was conducted
for a great number of years to know that such a thing as a statement
of a borrower was very, very seldom ever given to a country banker.
The country banker felt he knew everyone in the community and
knew all about their affairs, and he lent on that knowledge or that
assumed knowledge. That was the information that the examiner
had, to pass upon the assets of that bank, simply what the banker
told him. I do not mean by that that the banker was dishonest;
he really thought that he knew all about that bank; he would tell
the examiner what he knew about a note. It would appear like good
credit and the examiner would pass it.
From 1918 on, however, country banks proceeded to secure state-

ments from their borrowers, so that by 1921, in the Northwest, it was
a general practice both with member and nonmember banks to secure
statements from all borrowers. Those statements were not always
accurate as to values. The farmer in good faith would list 160 acres
of land at $200 an acre 
Mr. BUSBY. Well, now, let me interrupt you there. The fact was

that the market value of those 160 acres in all probability was $200
an acre at the time lie listed it.
Governor YOUNG. Probably.
Mr. BUSBY. And is it not a fact that conditions could have changed

so much within a year that that same land on the market would not
have brought more than 50 per cent of the price that it was listed at a
year before?
Governor YOUNG. Yes.
Mr. BUSBY. That was really the trouble with the banks in that

territory and in all agricultural territory, to a large extent, was it
not, that the deflation brought down the values and left the loans
without sufficient security?
Governor YOUNG. Well, that came with. too liberal lending in the

first place. What I am attempting to pomt out, if I can just go a
little bit farther, Mr. Congressman 
Mr. BUSBY. I wanted to cover several other things, and wanted to

abandon this line.
Governor YOUNG (continuing). Is that previous to 1919 national-

bank examiners and Federal reserve authorities had very little to go
on other than the word of the country banker, and I am not accusing
him of anything dishonest at all; it may be that he thought he knew
all about this territory when he really did not, find under those con-
ditions, with the reports on those banks, we Orobably would have
accepted many of them for membership. After 1920 or 1921, when
these lines of credit were supported by statements of the farmer, and
the banker learned that the farmer not only owed his bank but owed
maybe another bank and maybe three or four banks, and was liable
in many ways as an indorser, that paper had an entirely different
complexion, so that after 1921, had these same 2,500 banks applied
to the Federal reserve for admission, probably a great number of them
would not have been admitted.
Now, do I make my point clear?
Mr. BUSBY. I wanted to come to this, and that is the idea of a

trade area—of a branch banking system being made secure by
operating in a trade area. Had a branch banking system with the
same view that the Federal Reserve Board had concerning the solidity
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or stability of many of these banks operated in the territory of the
central northwest and been subjected to the same deflation which
was. brought about, according to my notion, largely by reason of the
action of the Federal Reserve Board in 1920, especially with regard
to lands, would not the branch banking system confined to that trade
area have received a considerable shock if it had not gone under just
like the individual banks did?
Governor YOUNG. To a degree, Mr. Congressman, I think it would

have, but let us follow that in actual practice. Everything is a trade
area.
Mr. BUSBY. That is my idea about it.
Governor YOUNG. A little community, say in South Dakota, finally

pt up to a place where it had inhabitants numbering 200 or 300,
With a trade area for a radious of 5 or 10 miles. After it became
that trade area, the unit banker entered into that community and
did business. That trade area, in turn, was connected with another
trade area.
Sometimes it is well to illustrate by specific example, and I will in

this case by taking Aberdeen, S. Dak. Aberdeen, S. Dak., is a trade
area, I suspect, for a distance of from 50 to 75 miles north, south,
and west, and possibly 25 miles east. Those banks did business with
Possibly 200 little banks in that neighborhood. It was the custo-
Mary practice, however, of the Aberdeen bank to lend those smaller
hanks money for seasonal requirements in the fall of the year, and
it was always paid back. In 1919, because of railroad conditions
and many other factors, they were not paid back, and, in fact, many
of these little bankers went to the Aberdeen banker and told him
all of their troubles and asked what they should do and asked for
advice and also asked for more money. The Aberdeen banker lent
znore money. In 1920 that did not come back, and more money
Was required. Obviously the Aberdeen banker proceeded to look
Into many of these little units, and, while he could not operate them,
he could state the conditions under which he would lend additional
aioney to them, which he did, but even that was too small, and many
of these little banks in that neighborhood, and, say, 50 other corn-
1:Au. nities like it in the Northwest, found it necessary to go to their
Minneapolis and St. Paul correspondents and they in turn found it
necessary to go to the Federal reserve bank of Minneapolis, and, for
the years 1920, 1921, 1922, 1923, and 1924 they borrowed very
heavily, so much so that the Federal reserve bank at Minneapolis,
if I remember correctly, was a continuous borrower from other
Pederal reserve banks for almost a period of a year and a half.
Now, there was a larger trade area centering in. Minneapolis and

St. Paul. I believe, Mr. Congressman—and our hindsight is always,
hetter than our foresight—that if branch banking had been permitted
11?_, that little trade area of Aberdeen 20 years ago many of these
ndficulties would have been avoided. However, that is an opinion.
believe to-day that that small trade area has passed; there has been 

i,a development away beyond that. It s almost beyond district lines,
nut it is confined pretty well to trade areas.
You can not define a trade area by mileage. It might be 50 miles

oom one community; it might be 100 miles from another community;
and, as it is in the Northwest, it stretches almost two-thirds of the
Way across the United States.
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Mr. BUSBY. All right. In that connection, I want to read just a
few lines from a book, Reserve Banks and the Money Market, by
Mr. W. Randolph Burgess, assistant Federal reserve agent for the
Federal Reserve Bank of New York, which book has a foreword by
Mr: Benjamin Strong. On page 1 he says, "To reap the benefits of
nation-wide branch banking this country would have needed banks
with branches so far separated as the distances between London and
Moscow, Constantinople and Paris, or Madrid and Vienna," giving
me an idea as to what he conceives to be the proper "trade area" for
branch banking.
What do you have to say in connection with his view as to the extent

to which branch banking ought to be operated if it is going to be
worth while and effective in this country?
Governor YOUNG. That, Mr. Congressman, is what I have been

attempting to determine in my own rrund, the trade area that it
should be confined to. I have just stated that I thought it would
have been a better development in this country if it had been con-
fined to that little trade area that I recently described surrounding
Aberdeen, S. Dak., but it has now gone beyond that, and what
limit should be placed on that I do not know at the moment. I hope
that this committee can get something that will define that area.
The CHAIRMAN. Will the gentleman yield for a question?
Mr. BUSBY. Certainly.
The CHAIRMAN. Governor, when the Federal reserve system was

established, we created 12 districts. Those were sort of trade areas,
were they not?
Governor YOUNG. They were.
The CHAIRMAN. And has the idea been abandoned that the tying

up of the member banks with the Federal reserve bank for the dis-
trict can not serve the public satisfactorily and thus observe a unit
system?

Governor YOUNG. There are some difficulties with that, Mr.
Congressman—for instance, in Kansas City. Kansas City only has
a very small strip in the State of Missouri that belongs to the Kansas
City Federal reserve district. Obviously their trade area must
extend into the Missouri territory much farther than the Federal
reserve has outlined. You will find that in all the districts there is
an overlapping. For instance, in the ninth Federal reserve district,
where northern Michigan and northern Wisconsin have been assigned
to the Minneapolis district, both Chicago and Minneapolis serve s
trade area in that territory.
The CHAIRMAN. Is not that the fault of the laying out of the

districts, and could not that be corrected by a rearrangement of
districts?
Governor YOUNG. I do not believe so.
The CHAIRMAN. Then apparently there are defects in the theory

which was the basis for the establishment of the 12 Federal reserve
distrcts.

Governor YOUNG. No, I do not think so. There will always be
overlapping.
I will put it this way, Mr. Chairman, that the 12 Federal reserve

districts, with the 25 branch districts, come just about as close as it
is practicable to define a trade area at the present time.
Mr. BUSBY. I understand Mr. Seiberling wishes to ask a question.
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Mr. SEIBERLING.. I just wanted to ask you one question. I find
that there is objection in my city to branch banking because the plan
!.hat you have would enable a bank in Cleveland to put a branch downna Akron, where we have all the banking facilities that we need.
,vvould it be a feasible thing to have a bill passed to provide that
anches might be put in trade areas but not in any county where

they had a city with a population of, say, 100,000, or something of
that kind?
.Governor YOUNG. That branch could not be put. in Akron except

With the approval of the Comptroller of the Currency.
Mr. SEIBERLING. But he might approve it.

, Governor Yotrzsra. And I dunk that with the experience that we
nave had, the probabilities are that the Cleveland bank would not
go into Akron territory and establish a branch, but they would prob-
ably associate or affiliate with some established bank in Akron and
establish that as a branch.
Mr. SEIBERLING. Would such a provision as I have indicated be a

feasible one, in your judgment?
Governor YOUNG. I have thought of that, but have not arrived

at any conclusion about it yet.
Mr. SIEBERLING. Thank you, Mr. Busby.
Mr. STRONG. May I ask a question? It would be rather dangerous

to rest upon the presumption that the Cleveland bank would not be
allowed to put a bank in Akron, or Dayton—
Mr. SEIBERLING. Or Canton.
Mr. STRONG (continuing). As long as we had a comptroller who

believed in branch banking, would it not?
Governor YOUNG. Well, can we not take the results of the McFad-

den Act, Mr. Congressman? You recall when the McFadden Act
was before Congress, everyone believed that there would be a branch
established on every corner the same as is the case with chain stores.
Mr. STRONG. I did not.
Goveror YOUNG: That was one of the arguments that was used.
Mr. STRONG. I can not speak for anybody else, but I did not

believe in any such proposition as that.
• Governor YOUNG. That was one of the arguments made at the

tkrn ie. However, that has not developed, and, n so far as the
McFadden Act is concerned, I can not help but feel that there has
?pen no abuse in connection with the establishment of branches in
the larger centers of the United States.
Mr. STRONG. Has not the argument been made that the bankers

are doing now indirectly what the law prohibited them from doing
directly in establishing groups and chains all over the United States?
If they are going to keep it up, in two years they will have them in
every State of the Union.
Governor YOUNG. I assume that those groups are operating within

the jaw.
Mr. STRONG. The intention of the law was that they should not

Proceed in that way. It was said here at the time that if we would
give the national banks the right to have branches in the States
Where they permit branch banking, and limit them to the cities where
the parent banks are located, that that would satisfy the situation.
ow we are told by men who believe in branch banking that group

and chain banking are developing to such an extent that within
two years they will be in every State m the Union and Congress
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will then feel that it is desirable to go to branch banking to avoic
the more undesirable group and chain banking.
Governor YOUNG. It appears to me, Mr. Congressman, that thal

is what you are confronted with right at the moment. Those group!
and chains have developed; they have been in existence for 30 01
40 years.
Mr. STRONG. Only a few of them for that length of dine.
Mr. BUSBY. I would like to go ahead whenever you get througt

with that, Mr. Strong, as consistently as I can, because I want tc
get through.
The Canadian branch-banking system is such that the banks ir

Canada may establish a branch in the most remote part of th(
Province, is it not?
Governor YOUNG. I am not familiar with the law, whether the \

have to secure permission from the Government, or whether the'
just establish it.
Mr. BUSBY. I am not talking about how they do it, but the laNN

permits any one of the 34 banks there to establish branches wherevet
they care to by complying with the proper requirements of the law,

Governor YOUNG. That is my understanding.
Mr. BUSBY. So that there is no attempt to define a trade area in

branch banking in Canada?
Governor YOUNG. That is correct.
Mr. BUSBY. I read in this same volume of Mr. Burgess's that about

20 years ago the writer took part in a debate on the subject ,"Resolved;
that the United States should adopt the Canadian banking system.
Did it ever occur to you that we would be better off with our bank'

ing arrangements if we had the Canadian system instead of the
American system?
Governor YOUNG. No; I would prefer to see a central bank of issuel

which Canada has not.
Mr. BUSBY. The Canadian banks issue what we call paper mond

in this country without putting up any deposit or reserve whatevet
back of that to secure it, do they not?
Governor YOUNG. I do not think so. It is secured by gold up to. e

certain point, and, for seasonal requirements, the Government permit'
them to issue up to a limited amount a,gamst securities, if my memo0
of the law is correct.
Mr. BUSBY. I am not particularly interested in following that.
Governor YOUNG. It is a secured currency, I am sure, Mr

Congressman.
Mr. BUSBY. Now, in Scott on Money and Banking, I read this,

on page 240:
After several bank failures in Canada—

About 1880—
agitation for a radical modification of the banking system was revived, and it weacl
again proposed that the system in vogue in the United States should be introduc

So that the Canadian system, with all of its advantages of brane.b
banking, is not to them the ideal system, as I understand their
attitude toward banking?
Governor YOUNG. I can not answer for the Canadians. I knol

that on different occasions they have investigated the Federal reserve
system. Two years ago Governor Harding of the Federal Reserve
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Bank of Boston appeared before the Canadian authorities and gave
them a very complete and very accurate description of the Federal
reserve system. What action has been taken since then I do not
know.
Mr. BUSBY. In order that we may have a general conception of the

field in which banking operates, and the necessity for banking, the
national wealth of our country is estimated around $300,000,000,000
is it not, in round numbers?
Governor YOUNG. Yes.
Mr. BUSBY. I notice that Mr. Pole states in the 1929 report of the

Comptroller of the Currency that the bank assets are about $72,000,-
000,000, so that the bank assets represent about 24 per cent of the
national wealth. In the same report he also states that the loans
and investments of banks in this country are practically $58,000,-
000,000, and that the other $14,000,000,000 represent bank shards
and other assets of the banks.
What I am coming to is this, the usual growth of our business

activ it ies in this country increases its need for credit, according to
actuaries and economists, amounts to about 4 per cent a year, but
in 1928 business developments need for credit amounted to an
increase of only about 3 per cent.
Mr. SEIBERLING. Three per cent of what?
Mr. BUSBY. Three per cent of the bank credits outstanding; 1928

was a very active year in stocks and bonds, and in speculation, and
I am coming now not to all the loans made by the banks in the
country, but to brokers' loans made on the New York Stock Exchange,
and I am reciting more than perhaps I ought to in order to get to the
Point that I want to talk about.
, Taking the reports of all banks in the United States, the combined
loans and investments on January 1, 1928, total $55,450,000,000; on
'January 1, 1929, they were $58,206,000,000. That was an increase
Ii bank loans of $2,816,000,000, or an increase of 5.1 per cent increase.
Now, as to loans by banks "for the account of others," and that

type of loan carries no reserve whatever, does it—it is simply put out
and called in?
Governor YOUNG. That is correct.
Mr. BUSBY. On January 1, 1928, those loans amounted to $1,627,-

000,000, but by January 1, 1929, loans made by banks for "account of
Others" were $3,361,000,000, or an increase of $1,734,000,000, more
than a 3 per cent increase in the Nation's bank credit--in that type of
loan, with the 3 per cent increase in the Nation's need for credit for
,the country and adding it to the 5.1 per cent increase of credit made
03' banks in the regular channels of banking loans, there was more than
an 8 per cent increase in credit as against a 3 per cent requirement for
credit for business needs. That gave a certain inflation of credit of
raore than 5 per cent over and above the increase in the need for
tzedit by business. Is that not true?
Governor YOUNG. I have tried to follow you very carefully, Mr.

Ijongressman. Let us go back to one figure you gave, or possibly
two. You figured the increase in brokers' loans between January 1,
1928, and January 1, 1929, for the account of others, as $1,700,000,000?
Mr. BUSBY. Yes.
Governor YOUNG. And, figured that is 3 per cent of the total

Wealth of the country?
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Mr. BUSBY. I will state it this way: So the necessity for credit on
the bank credit outstanding was 3 per cent, but the credit extended
was 8 per cent, and, if that be the situation, would that not increase
inflation of credit tremendously and tend to cause just what hap-
pened in the stock market in October, 1929?
Governor YOUNG. I think it did. I am not subscribing to your

figures, but I think they are approximately correct.
Is not that right, Doctor Goldenweiser?
Doctor GOLDENWEISER. I think so.
Governor YOUNG. There is a natural increase each year of about

3 p.p. cent, I believe. Is not that about the normal increase?
Doctor GOLDENWEISER. Increase Of credit?
Governor YOUNG. Increase of credit.
Doctor GOLDENWEISER. They usually estimate it from 4 per cent

to 5 per cent.
Mr. BUSBY. Going along further, brokers' loans, call loans, on

September 26, 1928, were $4,435,000,000. On the same date in 1929
they amounted to $6,671,000,000, a considerable increase. On Octo-
ber 2, 1929, they jumped to $6,804,000,000, the peak of brokers' loans.
Now, I want to divide those into the sources from which they came,

so that we can understand the operation of money in New York city
and where it came from.
I find that brokers' loans made by New York City banks on

January 5, 1929, were $837,000,000, and on September 25, 1929,
the New York banks had increased their loans to $1,024,000,000, an
increase of $187,000,000 in that short time.
Now, the second source from which the call loans came was from

the New York banks for out-of-town banks, and that relates specifi-
cally to instances such as Mr. Dunbar referred to the other day when
he said that one of his city banks of New Albany, Ind., sent $200,000
to New York banks to loan on call because of the splendid rate of
interest.
The New York banks, were loaning for out-of-town banks, on June

5, 1929, $1,513,000,000, and on September 25, 1929, $1,876,000,000,
an increase of $363,000,000 in three and a half month's time.
Governor YOUNG. May I make a slight explanation of that par-

ticular figure? That may represent loans of country banks to that
amount and it may not. For instance, if I am a customer of a bank
in Chicago, and I elect to lend $1,000,000 on call in New York,
instruct my Chicago bank to charge my account and to lend that
amount. When that goes to New York, the transaction is made for
the Chicago bank and may be reported in these figures as lent for out-
of-town banks when, if you were to trace the transaction back, you
would really find that it was lent for a customer bank. Those figures
we can not separate. So that may have some bearing on this increase.
Mr. BUSBY. I am glad to have that explanation.
In coming to the third source of call loans, on June 5, 1929, the loans

made through New York banks for the account of others were
$2,934,000,000 

Governor YOUNG. $2,923,000,000.
Mr. BUSBY. And on September 25, 1929, those loans had increased

to $3,860,000,000.
Governor YOUNG. Correct.
Mr. BUSBY. Or, in three and a half months, this increase in call

loans made by other than banking institutions was $926,000,000, so
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that in percentages the call loans shortly before the break in the
market stood as follows: The New York banks were lending 15
Plus per cent of the money; the banks outside of New York City
were lending about 28 per cent of the money; and individuals, corpo-
rations, and trust companies were lending 57 per cent of the call
Money in New York City; and that 57 per cent had no reserve what-
ever back of it, did it?
Governor YOUNG. None whatever.
Mr. BUSBY. Now, in the event that the market should become

Shaky and in the event that the individuals who had made call loans
wanted to get their money, what could be done by investors in stocks
When called on for a repayment of these loans except to throw their
securities on the market or have them supported by the banks?
Governor YOUNG. It was either one or the other.
Mrs. PRATT. May I ask a question?
Mr. BUSBY. Surely.
Mrs. PRATT. Did that cover entirely call loans?
Governor YOUNG. There were some time loans aggregating about

$600,000,000.
Mr. BUSBY. I believe I am dealing with call loans altogether.
Governor YOUNG. No; both time and call loans, but the time loans

are very small.
Mr. BUSBY. The time loans about that time ran only about ten

or twelve per cent of the total of brokers' loans, did they not?
Governor YOUNG. I think that is approximately correct.
Mr. BUSBY. So you can see how little of that amount was stable

and fixed and how much of it was liquid and could be slipped out
from under the stock investors in a days'time and leave them stranded
In the air, so to speak.
Now, I beg your pardon for calling attention to so many figures,

but banks deal with figures and . the only way we can get at con-
clusions is to come along down this line.
Now, the banking situation in the country as developed during

the last two years especially has been conducive to the result we
have just described here, has it not?
Governor YOUNG. It has permitted it, but I think, generally

speaking, the bankers of the country discouraged it. Competition
and many factors forced them to do— 

i,. Mr. BUSBY. But many of the banks n the country have estab-
lished very extensive trust and investment subsidiaries which, have
Drought to the front many of the stocks which went on the market
and increased the number of listings on the New York Stock Exchange.
Will add to that question this, so that you can answer it all together:

rias not the "right to purchase" shares issued to members of these
financial institutions been a source of. great inflation in stock issues?
Governor YOUNG. Generally speaking, and I am talking a good 

ideal from memory, Mr. Congressman, the banks n the country did
not participate in that inflation. Now, there are exceptions to every
Statement, of course.
Mr. BUSBY. Banks now operate many kinds of businesses. I use

tile Bank of Italy again as an example. T he best: information we have
tlere is that the Transamerica .Corporation, which is the controlling
hod., of all of the Bank of Italy interests, has these different activities
In hand—banking, securities, dealing in realty, security underwriting,
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holding company, dealers in mortgages, farm loans, both joint-stock
land bank loans and the ordinary farm loans, fire insurance, and, in
fact, practically every business activity that our country deals with
in a large way. Now, does it not strike you that a bank interested in
the development of all of those lines, many of which presuppose the
issuance of stocks that are eligible for listing on the New York Stock
Exchange, tends greatly to increase the amount of listings? ti

Governor YOUNG. Well, the stocks that you have mentioned so far, it

Mr. Congressman—land bank bonds, insurance stocks, Transamerica,
and the various ones that you did name, are not listed on the New t,
York Stock Exchange, I think, and I question very much whether
any of the loans represented by the brokers' figures that you have
cited cover any of those securities which you mentioned. 1J,
Mr. BUSBY. How about securities underwriting and the activities

that the underwriting business develops?
Governor YOUNG. Those credits covering underwritings of bonds

and others are included in those brokers' figures. To what extent I r,
do not know, and I do not think anyone else knows. It is extremely d

st
difficult to get that information. As a guess, however, I would say
that it represents a very small percentage of it in so far as bonds are
concerned. Obviously when the larger corporations that were fisted 01,

on the stock exchange issue rights and those rights were subscribed ti,
or

and paid for, much of the credit extended was represented by this no
increase in brokers' loans.
Mr. BUSBY. A few days ago I ran across an article written by

Lawrence Stern & Co., investment bankers of Chicago and New f,e(

York, in which investments in bonds are shown in the aggregate over 4n i
a 10-year period and the investments in stocks are shown during the th(
same period. These are reliable people that I quote from, are they Rr,
not? Off,
Governor YOUNG. I assume so. ttsv
Mr. BUSBY. I say that with a view of asking that these figures may De,

be inserted in the record for the information of those who may want

to refer to them later. he]
The CHAIRMAN. Without objection, that will be placed in the

record.
(The article referred to is reproduced below.)

PROSPERITY SHOWN BY INVESTMENTS—GROWTH OF PUBLIC PARTICIPATION IS
NEW FINANCING IS ANALYZED

CHICAGO, March 26.—A striking indication of the rapid growth of wealth and

prosperity in the United States is found in the constantly increasing amounts
invested annually by the American public in new securities. Such investment

for the past 10 years has totaled more than $72,000,000,000, according to s

statistical survey just completed by Lawrence Stern & Co., investment bankers

of Chicago and New York.
Significant of the rapid growth of interest in securities, the survey pointed out,

is the fact that while in 1920 the annual volume of investments was only 5 per
cent of the national income, in 1929 annual security purchases had risen to 13

per cent of the estimated national income.

INVESTMENT AND POPULATION

"A comparison of the growth of security buying with the growth of popula-

tion," said the survey, "furnishes an equally striking illustration of the increase

in the securities market. The 1920 total of new security issues represented ae,
annual per capita investment of only about $36.50, whereas, in 1929 the annual
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investment in new securities per capita had risen to approximately $96.50. In
other words, new securities absorbed by the American public in 1929 were equiv-
ale,lt to nearly $100 for each man, woman, and child in the country.

'According to recent estimates, there are about 17,000,000 investors in the
!olintry, so the per capita share among actual investors would amount to about
0600 in 1929. It also is interesting to note that available income tax figures
Show that while only 936,470 in the entire country have incomes of $5,000 or

almost 20 times that number have had the vision and confidence to lend
9le1r savings to the furtherance of the Nation's industrial and commercial
iraportance.

'Expressed in terms of volume, the increase in new securities purchased by
,Lovestors shows a gain of 190 per cent in the 10-year period-from an annual
"°t,a1 of about $4,0)0,000,000 in 1920 to more than $11,500,000,000 in 1929.

Except for slight declines in the years of 1925 and 1926, there has been a
gradual increase each year in the volume of new securities sold. Since 1926 a
Yearly average of more than $10,000,000,000 in investment capital has been
Poured into new stocks and bond securities, climaxed by the new high record
established last year.

NEW SECURITIES

" While the relative importance of stocks as investment media has increased in
',ecent years, bond issues comprised 74 per cent of the total of new securities sold
ntur .-4186 the 10-year period studied, 1920 to 1930, inclusive. Bonds have con-
tantly led stocks in popularity until 1929, the first year in history in which stock
188ues exceeded bend offerings.
"Since 1922 the volume of stock financing has been increasing-in that year
113' $623,299,000 in stock issues was sold out of a total of $5,239,000,000 securi-

nines offered. Gradually increasing stock investments, however, reached $3,575,-
""0,000 in 1928 and then almost doubled in volume in 1929, reaching the high

t of $6,865,000,000 and exceeding the bond offerings by more than two
'Imons of dollars.
4 " That the excessive stock offerings in 1929 represented au abnormal condition
deenls to be proved by the fact that immediately following the stock market
reline in November, a preponderance of bond offerings was again established
;‘jid has been consistently maintained ever since. Bond financing has long been
e favorite method of providing capital for the country's business and industrial

6towth and continues to carry a strong appeal to the conservative investor.
0.."So far in 1930 the bond volume has been substantially in excess of 1929, new
tv.uerings in the first two months of the year having totaled over $1,200,000,000,
h° against $850,000,000 in the same period last year-an increase of nearly 45
'et cent.
„ "Ever since the Liberty loan campaigns the volume of bonds absorbed by the
P.nblic has been gradually growing. For the 10-year period, 1920 to 1929,
uclusive, investors have purchased $53,156,383,000 in bond issues.

TREND OF FINANCING

On the same period the total of stock issues was but $19,003,738,000--more
',tn 60 per cent of which were purchased by investors during the last three years."

he following compilation shows the trend of new security financing annually
i"r ng the 10-year period, 1920 to 1929, inclusive:

_ _

1120 .

,1921 ----------------------------- 
---------------------

423-- 
-------------------------------------------------------------------

1923-- ------- ___________________________________
1924- _________________________

192,3- 
I.................................

___________
1927-

Bonds Stocks

$2, 938, 964, 000 $1, 071, 084,000
3, 924, 42(1,000 867, 010, 000
4,6111, 870,000 623, 902,000
4, 233, 120,0W 746, 459, 000,
5, 482, 033, 000 866, 286, 000
6. 132, 921, 000 1,310, 971,003
6, 183, 395, 000 1, 317, 772, 000
8, 429, 193, 000 1,728, 606, 000
6, 397, 657, 000 3, 575, 979, 000
4. 820,804, 000 6,8(15 ,̂9 000

_
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Mr. BUSBY. I have called your attention to these figures which,
of course, you do not vouch for, but which, if correct, would show,
would they not, that our system of banking or the disposition of the
public or some other unmentioned reason has caused a considerable
increase in the buying of stocks and a disposition to disregard the
buying of bonds?
Governor YOUNG. I would say that it was the disposition of the

public, and that that prevailed. until October of 1929; and, since
December, I have not the figures, but I would not be at all surprised
if it would show that they were turning back to bonds.
Mr. BUSBY. Bonds are more stable and a sounder investment than

stocks, are they not?
Governor YOUNG. I would say so; yes.
Mr. BUSBY. Banking circles so regard them, do they not?
Governor YOUNG. They do. A bond is usually a secured oblige"

tion. A stock is an equity security, as a rule.
Mr. FORT. In some companies the bonds are not as good as in

others.
Governor YOUNG. That is true. There are exceptions to everi

statement I make.
Mr. BUSBY. I would like to call attention, just for the purpose of

placing it in the record, to a statement in the report of the president
of the New York Stock Exchange issued in 1929, wherein he says,
on pages 24 and 25, that the bonds listed on the New York Stool;
Exchange in 1929 amounted to $47,379,000,000 and the stocks list
amounted to $67,474,000,000, a total of $114,8511000,000 in listings
on the New York Stock Exchange for 1929, an increase over 1928
of $28,240,000,000, or 33 per cent. I do that for the purpose of ahoy,"
ing the disposition, either under our present banking system or for,
some other reason, on the part of the public to get into that type 0'
transaction which most of the people in this country believe to he
almost wholly a gambling proposition instead of an investment

proposition.
Governor YOUNG. Mr. Congressman, I would like to call attention,

in connection with that point, to this: I think you said that the
listings on the New York Stock Exchange now were $140,000,000,000,

or were in January?
Mr. BUSBY. $114,000,000,000 on January 1, 1929.
Governor YOUNG. Well, let us take January 1, 1929; there vils

$114,000,000,000 worth of securities, all paid for except $5,330,000,0
00

represented by brokers loans at that time, or, going a little beyond
that and taking all the security loans by all the banks, you bring iti
up to $7,800,000,000. It illustrates the tremendous buying power 0
the American public.
Mr. BUSBY. I realize it.
Governor YOUNG. When you figure that over 90 per cent of all of

these securities are paid for.
Mr. BUSBY. Now, that brings us back to this: Is it not a fact thejt

this buying power of the public has been brought together anu
centered in New York and that that was largely responsible for the

distressed conditions in many other sections of the country? In other,
words, did not the New York Stock Exchange siphon the money otn't
of all other sections of the country to that one center, to the gre.
detriment of business and, in many cases, to the absolute destruction

of business?
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Governor YOUNG. I would not put it quite as strong as that, Mr.
Congressman. The entire banking structure of the country had
fifty-eight billions in loans and investments, of which the banks,
at the peak before the crash, had loaned about two billion and a
half. That is about 5 per cent.
Mr. BUSBY. I know that down in my State you could not sell

municipal, county, or State 6 per cent bonds to any advantage at
all, because the money had all been taken out to be used in operations
on the New York Stock Exchange, not with a view of getting dividends
but with the hope that the stocks would go up in price and that
the buyers could get out from under them at a profit, and leave them
With somebody else.
Governor YOUNG. That was the general feeling with many people

in the United States.
Mr. BUSBY. Do you not think that a banking system that will

encourage that condition is not to the best interests of the country as
a whole?
Governor YOUNG. Well, I take the other view, Mr. Congressman,

that the banking interests of the country, generally speaking, dis-
couraged that.
Mr. Busey. When those same banking institutions have trust

subsidiaries and bond-selling syndicates organized under their control,
do you not think that those were the direct causes of the overissuance
of bonds that were listed on the New York Stock Exchange?
Governor YOUNG. Bonds or stocks?
Mr. BUSBY. Bonds and stocks.
Governor YOUNG. To a degree; yes.
Mr. BUSBY. In other words, if these syndicates did not develop

the business they are in, there would be no profits in their operations;
and was that not involved at that time as a buying factor?
Governor YOUNG. Correct; but I think we will all agree that the

distribution of bonds through independent houses or any selling
organization is all right; I mean good bonds.
Mr. BUSBY. Yes; I think so; but will you not also go far enough to

say that many of the stocks listed on the New York Stock Exchange
never paid a dividend, and that many of them never will pay a
dividend to the buying public?
Governor YOUNG. Well, I am not familiar with the details of the

stock, but I will just accept your statement as an accurate one.
Mr. BUSBY. One other thought. There is a great tendency in

this country among the bigger banking institutions to combine with
Other big banking institutions and make still bigger banking institu-
tions, is there not?
Governor YOUNG. That is true in the larger centers.
Mr. BUSBY. A list given out by the New York Times a few days

ago contains 12 banks throughout the world 5 of them in the United
States, with total resources of more than $20,000,000,000. What
do you have to say with regard to there being a disposition among
the banking interests of the world to bring their operations together
in such a way that will unify the banking activities of the world into
eine general or great system of financing?
Governor YOUNG. I believe it is impossible.
Mr. BUSBY. You believe it is impossible?

100136-30—voi, 1 rr 6-7
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Governor YOUNG. Yes.
Mr. BUSBY. Well, is it not a fact that the Federal reserve system

of our country has been operating, within recent months, so as to
assist the banking interests in England?
Governor YOUNG. Not that I know of.
Mr. BUSBY. Has it not maintained a discount rate favorable to

the Bank of England, so that the Bank of England might build up
its gold reserves?

Governor YOUNG. The Bank of England has preceded the Federal
reserve systen for a period of four or five months in discount rates.
Mr. BUSBY. That is what I speak of. Has it not always main-

tained 
The CHAIRMAN. If you will pardon an interruption, I was going to 

isuggest that we have matters n the House that are of importance to
all of us, and perhaps we had better quit at 12 o'clock. I suggest
that we adjourn at that time.
Mr. BUSBY. I can suspend at any time, Mr. Chairman.
The CHAIRMAN. Well, I suggest you go ahead until 12 o'clock.
Mr. BUSBY. Has it not always maintained a discount rate that

gave the Bank of England an advantage of one-half of 1 per cent
until recently, and would not that situation naturally tend to build
up the Bank of England's gold reserve?
Governor YOUNG. It would under normal conditions, with the free

flow of gold between the countries. The. situation that existed from,
I am going to say, January 1, 1928, until October, 1929, a period of
approximately 21 months, was such that the discount rate had but
little effect. The call rate was the controlling factor.
I should like to put a little something else m the record here; that

is, when you refer to brokers' loans, many of those were for foreign
account.
Mr. BUSBY. I see, but they affected our stock market just the

same, nevertheless.
Governor YOUNG. Doctor Goldenweiser calls my attention to the

fact that the Bank of England's discount rate is below our rate.
Suppose you make that statement for the record, Doctor Golden-

weiser.
Mr. GOLDENWEISER. The Bank of England's discount rate was

below the New York discount rate from July 13, 1928, until February
7, 1929.
Mr. BUSBY. Now that condition existing has enabled the Bank of

England to build up the best gold reserve that it has had for some
years, has it not?
Governor YOUNG. I think their gold holdings have been much

higher at different times.
Mr. GOLDENWEISER. They have been losing gold.
Governor YOUNG. They have not accumulated any great amount

of gold during the last five months. They are apparently satisfied
with their position.
Mr. BUSBY. Two nights ago, Mr. James G. MacDonald, who

talks on the international stituation, especially with regard to finance,
spoke on the Bank for International Settlement. He made the
statement, that shortly after its organization, $9,000,000,000 in
German bonds would be turned over to the Bank for International
,Settlements—which is located in Switzerland and will be managed bY
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25 individuals, and those bonds are to be sold to the public throughout
the world to finance Germany's reparations. I will ask you if you
have given any study to the preliminary steps that have been taken
to organize this international bank.
Governor YOUNG. I have.
Mr. BUSBY. That is about the amount of German bonds it will

undertake to handle, is it not? •
Governor YOUNG. Yes.
Mr. BUSBY. He also stated that the New York market will be ex-.

Pected to take a considerable share of these bonds. Do you know
Whether or not that is true?
Governor YOUNG. They expect the New York market will absorb

SOrne.
Mr. BUSBY. The New York market is the greatest market in the

World to-day for stocks and bonds, is it not?
Governor YOUNG. I think so; yes, sir.
Mr. BUSBY. When the New York market takes those bonds, what

will be the natural course, in a banking way, for it to take with respect
to them?
Governor YOUNG. They will be taken by private or public sub-

aor_iption, I suspect.
Mr. BUSBY. Well, is it your opinion there will be any limit to which

New York will be supplied with those bonds?
Governor YOUNG. Well, they can not take them, Mr. Congress-

man, any faster than the public will take them.
Mr. BUSBY. In other words, as fast as the American public will

absorb them by purchasing them, bonds will be supplied to the New
York banks or the New York bond market for the public in America,
will they not?
Governor YOUNG. I think there will be many restrictions on that.

Obviously on one would care to borrow the entire amount at once.
It will be borrowed as and when needed.
I think the initial offering that has been suggested is in the neigh-

borhood of $300,000,000 of which this market will be expected to
take $100,000,000. That is nothing but gossip, however.
Mr. BUSBY. I understand.
Governor YOUNG. Our people have figured out that the maximum

that could be out at any one time, under the reparations settlements,
NVill be in the neighborhood of $2,000,000,000. Is not that correct,
Doctor?
Mr. GoLDENwEisEa. Yes, sir.
Mr. BUSBY. I suppose it is generally understood that the New

York bankers have loaned billions of dollars to the European govern-
Lnents and European nationals and those loans are outstanding at
the present time. Have you any information on that?
Governor YOUNG. I have not, but I can get that.
Mr. BUSBY. Would you mind, if the chairman thinks this is proper,

furnishing us, for the record, the amount of loans made by American
banking institutions to European government and European nationals,
8,0 that we may see something concerning the status of the private
banking condition between our country and the countries in Europe?
Governor YOUNG. That would cover municipalities and industrial

concerns, or any bond issues floated 
Mr. BUSBY. Due to be repaid to our people.
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Governor YOUNG. I think those figures can be obtained.
The CHAIRMAN. Without objection, they will be inserted in the

record at this point.
(The figures referred to are printed in full as follows:)

INTERNATIONAL CAPITAL POSITION OF THE UNITED STATES

Following is a brief statement of the best available estimates of the interna-
tional capital position of the United States at the end of 1928, the latest date for

, which figures are available, based on the publication of the Department of Com-
merce, entitled "The Balance of International Payments in the United States
in 1928." It should be noted that these figures are in the nature of estimates—

[In millions of dollars]

Due from
abroad

Due to
abroad

Securities (excluding war debts)
Deposits and short-term loans .........................................................

Liability on account of acceptances ..........................................................

13,655
797
779

4, 151

15, 131 7,937

Mr. BUSBY. As fast as the reparation payments are made through
the Bank for International Settlements what would prevent the
funds from being applied as credits to the countries to whom they
should be paid and then passed over to liquidate the obligations of
those countries to the international bankers and the American lenders
of those countries?
Governor YOUNG. If I correctly understand your inquiry--
Mr. BUSBY. Through the Bank for International Settlements?
Governor YOUNG. The initial transaction will be through the

Bank for International Settlements, and those countries that receive
the money and receive the credits could do whatever they wanted to
with the money. If they wanted to pay their obligations to America,
of course, they could pay them.
Mr. BUSBY. Practically the same situation was pictured the other

night by our chairman, and it was his deduction that those payments
would actually come into—and if I misstate the chairman I hope he
will correct me—will come largely into the hands of those who had
extended the loans to European countries, and they would get imme;
diate payments of those amounts immediately after they are pain
on the reparations, and they could proceed with their banking activi-
ties, having collected their money from the European countries in
that way. Would there be anything to prevent that?

Governor YOUNG. Immediately? Yes; many things.
Mr. BUSBY. I mean within a reasonably short time.
Governor YOUNG. I would rather say it was possible over the

period of 60 years, which period is set up as the period over which
the payments are to be made, and the assumption is that a sum has
been fixed that Germany can and will pay.
Mr. BUSBY. As soon as the bonds are sold the amount of money

secured through the sale of reparation bonds of the German Gov'
ernment would be available to somebody, would it not?

Governor YOUNG. Yee.
Mr. BUSBY. Would anything prevent an arrangement between

the American bankers and European countries whereby this moneY
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May be paid over directly to the American bankers as soon as
the bonds are sold?
Governor YOUNG. Those are details that I should like to make

some inquiries into. I suppose they can pay that when they want
to.. Obviously, I should think they would use it to reduce their
obh ations to this Government.
Mr. BUSBY. That would be the natural inclination if the bankers

cliti not intervene with their scheme.
Now, one newspaper in this country sought to criticise our chair-

man, and I think very unjustly so, for having expressed a conclusion
vtrinch we have practically reached in discussing this same proposi-
tion. There is nothing that you know of in the plan for organizing
this international bank that would prevent the European govern-
ments from paying this money over when the bonds are sold, to
satisfy their obligations to the American bankers, is there?
Governor YOUNG. Well, I shall have to check that again, Mr.

CODgressman.
Mr. BUSBY. That is all I care to ask. 
Mr. SEIBERLING. I have just one question, Mr. Chairman.
Mr. FORT. May I ask just one question of Mr. Busby?
Mr. BUSBY. Just a second, please.
The CHAIRMAN. Did you have a question, Mr. Seiberling?
Mr. SEIBERLING. Yes.
Mr. FORT. I wanted to ask Mr. Busby a question in reference to

his last question.
The CHAIRMAN. Very well; go ahead.
Mr. FORT. On your previous questions you have developed the

idea that the bonds that the American bankers took were all now
distributed to the American investing public. When you say these
moneys would be used for payment to the American bankers, you
!nem in order to cancel the obligations held by the American invest..
ing public and originally floated by the bankers, do you not?
Mr. BUSBY. I mean this—and of course it is a matter of detail and

in the future—when the bonds are delivered to the Bank for Inter-
national Settlements, if they are passed out to the American public,
or to the extent they are passed out to the American public and
paid for, the funds would go in to displace the bonds. Then, accord-
ing to the scheme of things, when payments are to be made to the
several countries as fast as these payments are credited to the coun-
tries by the Bank for International Settlements, the bankers of
America, who have heretofore made loans to those same countries,
could come in, and in all probability would, and present their claims
for payment.
Mr. FORT. That is what I meant. Their claims, however, are for

Money they have loaned initially by purchasing the bonds of those
rountries, but they have turned around and sold those bonds to
!ndividual average investors; so, the Toney would go to the average
Investor and not the banker. That is what I am getting at.
Mr. BUSBY. To the extent, perhaps, that the individual investor

deals with the New York banks in representing him in managing his
bond purchases.
Mr. FORT. I know a great many of those issues are wdiely held by

individuals and they would get the money.
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Governor YOUNG. I think Congressman Fort's conclusions would
be more in line with my own views on that.
Mr. BUSBY. And in meeting that, I want to say this: We have had

various Liberty and other loan issues in this country. They went
out to the people and the people held them until after 1920 when they
sold at 85 or 87 per cent then they drifted back into the hands of the
big bankers and they got the people on our own bonds. I do not
think our people would fare any better on these international bonds.
Mr. FORT. Of the total floated by the big bankers of abolit

$800,000,000, they retain part and the public has the rest.
Mr. BUSBY. If something like that $300,000,000 of bonds have

been sold in this country, have you any idea how much of that money
will stay in this country?
Governor YOUNG. That would depend upon many factors, Mr.

Congressman. It would depend, in a measure, on the gold movement.
Mr. FORT. The payments from all sources would be $300,000,000;

and if the bonds stayed here, there would be no money taken out of
the country.
Mr. BUSBY. In order to keep the record straight, let me say this:

When the money is available on the reparation bonds when sold,
the New York banks that operate in international banking trans-
actions would get the European bonds heretofore issued and sold
to the people in the United States at a discount from the public,
like they did the Liberty loan bonds, and profit by the discount
M purchase. The public would be worked in the same way it was
on their own national bonds. There is no reason why they should
not, according to the bankers' view.
Governor YOUNG. Liberty bonds sold M 1920 at about 82, 83 or 84.

Mr. Smead, have you any figures of the bonds held by the banks in
the United States in 1920? They were much higher than the amount
held now, so I do not think you can accuse the bankers of the country
of taking the profit. They hold less to-day than in 1920.
Mr. BUSBY. I can go into that further, but I will save that for

another day. Many of that class of bonds have been called or have
matured, and of course are off the market.
The CHAIRMAN. We will adjourn now until Friday morning at

10.30.
(Whereupon, at 12 o'clock, noon, the committee adjourned until

Friday, April 4, 1930, at 10.30 o'clock, a. m.)

FRIDAY, APRIL 4, 1930

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Washington, D. C.
The committee met in the committee room, Capitol, at 10.30

o'clock, a. m., Hon. Louis T. McFadden (chairman) presiding.
The CHAIRMAN. The committee will come to order. Judge Brand,

I think you are the next on the list.

STATEMENT OF GOV. ROY A. YOUNG—Resumed

• Mr. BRAND. Before proceeding, Governor, to the real issue before
the committee, I want to submit a few facts relative to the Federal
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reserve banks and the amount of franchise tax they have paid and
When they have not paid, and get your judgment about it.
During the years 1914 to 1925, inclusive, the franchise tax paid to

the Government by the 12 Federal reserve banks, amounted to
$139,173,943. For the year 1926, only $818,150 was paid.
In the year 1927 all the 12 banks paid was $249,591.
In the year 1928 all of the banks together paid an aggregate of

$2,584,659.
The aggregate amount throughout the years up to 1929 was

$142,826,343.
During the years 1927, 1928, and 1929 the New York Bank, the

Boston Bank, the Philadelphia Bank, the Cleveland bank, and the
San Francisco bank paid nothing. During the years 1927 and 1928
the Chicago bank paid nothing. During the year 1927 the Rich-
mond bank, the Atlanta bank, the St. Louis bank, and the Dallas
bank paid nothing.
What I want to know is why these banks did not pay any franchise

tax during those years.
Governor YOUNG. Solely because of the law. The law permits

the accumulation of a surplus 100 per cent of the subscribed capital
pf a reserve bank. Generally speaking, the banks in those. sections
increased their capital, thereby increasing their stock subscription to
the Federal reserve stock, thereby increasing the possibility of
increasing their surplus account.
In the other sections where a franchise tax was paid the profits

in previous years were large enough so that they accumulated their
Surplus account up to 100 per cent of their subscribed capital, with
the result that the balance went to the Government.
Now, in addition to that, I want to call your attention to this,

Hi the Minneapolis district: I am not quoting these figures accurately,
but they are approximately correct. Seven or eight years ago the

iPaid-in capital of the Federal reserve bank n Minneapolis was
!tpproximately three and one half millions of dollars. Many banks
in that territory have closed, and as they closed they used their capital
stock as an asset and it was withdrawn from the capital of the Federal
Reserve Bank of Minneapolis, so that figures now of the paid-in
capital of the Federal Reserve Bank of Minneapolis is approximately
three million to three million one hundred thousand dollars. So,
the Minneapolis bank reached its 100 per cent of its subscribed
capital four or five years ago.
Mr. BRAND. What district is that?
Governor YOUNG. The ninth district.
Mr. BRAND. IS it not strange to you, even in the face of your state-

ment, that during all of the hard and lean years of the country from
1920 on down to 1927, these banks paid millions and millions of dollars
Of franchise tax into the Treasury and yet these large banks to which
I referred during the years 1927, 1928, and 1929, did not pay a cent?
Governor YOUNG. Not strange, under the law.
Mr. BRAND. I do not understand your answer. I asked this ques-

tion a few years ago, and followed it up by another question, namely:
By manipulation of figures and other ways of getting around it, would
it not be possible that these banks could reach the point where they
Would not pay any franchise tax—and on that occasion I got an affir-
illative answer from that witness. Now, I want to ask you if that is
hot a fact?

IP- 



690 BRANCH, CHAIN, AND GROUP BANKING

Governor YOUNG. Your inquiry is that they can juggle the figures
in such a way that they do not have to pay a franchise tax?
Mr. BRAND. Can they do that or something else in such a way as to

avoid paying a franchise tax?
Governor YOUNG. My answer is no.
Mr. BRAND. Why do they increase the stock—to keep from pay-

ing a franchise tax or for what reason?
Governor YOUNG. When a member bank that has a capital stock

of $50,000 and increases that capital stock to $100,000, that requires
it to subscribe for that much more stock in the Federal Reserve bank.
Mr. BRAND. Well, I know; but is not the increase of this capital

stock one of the reasons why the franchige tax has not been paid?
Governor YOUNG. For the last 10 years there has been an increase

in the capital stock of member banks of approximately $400,000,000.
I can get those figures for you, Mr. Congressman. It is very hard to
remember them all.

Since December 31, 1926, the capital stock of member banks has
increased from $2,200,000,000 to $2,700,000,000 and the surplus has
increased from $1,955,000,000 to $2,864,000,000. I am just taking
this roughly.
Mr. BRAND. Yes; I want you to do that in the interest of time.
Governor YOUNG. Yes. That shows an increase of $1,400,000,000

in capital stock, which requires those banks to subscribe for additional
capital to the extent of 6 per cent of that amount, which is $84,000,000,
and to pay in 3 per cent, or $42,000,000. I will reconcile those figures
if I can. I want this to be fairly accurate.
Mr. BRAND. I do not care to go into details too much about it.
Governor YOUNG. I would like to go into details to explain the law

and how it came about.
Mr. BRAND. I know what the law is, but I do not know how it

came about that those 10 banks ceased, for the years named, pay-
ing any franchise tax into the Treasury.

Governor YOUNG. That was an increase in the subscribed capital
of the Federal reserve banks by member banks of $84,000,000, of
which $42,000,000 was paid in, but as those banks earned they were
not required to pay a franchise tax to the Government until they had
accumulated $84,000,000 in their surplus account.
Now, maybe I can be specific by taking a certain bank and illus-

trate by that just what does happen.
Mr. BRAND. Which one will you take?
Governor YOUNG. I will take New York, if that is all right with

you.
Mr. BRAND. That is all right with me. For three years they paid

nothing.
Governor YOUNG. New York, as of the date of March 26, 19301

has a paid in capital of.$69,718,000, which means a subscribed capital
of $139,436,000.

Its surplus fund at the moment is $80,001,000, meaning that the
Federal Reserve Bank of New York would have to accumulate addi-
tional earnings above the 6 per cent that it pays on stock, $59,435,000
before it would be required to pay any franchise tax to the United
States Government.
Mr. BRAND. According to your answer, based upon your figures

there, there may come a time when none of the banks will pay any-
thing into the Treasury on the franchise tax.
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Governor YOUNG. Quite true. One year Minneapolis was the only
bank that paid a franchise tax. I will make that statement and cor-
rect if it it is not accurate. The method of distribution of earnings of
reserve banks is mandatory under the law.
Mr. BRAND. Yes, I know; and it is a very wise requirement.
Governor YOUNG. But there is no way they could juggle those

figures at all.
, Mr. BRAND. I am glad to hear that. I am surprised to hear that
is the only reason they have paid nothing in the last three years into
the Treasury.
Governor YOUNG. Well, now, if some one made that other state-

ment, they may have had this in mind, Mr. Congressman: One
Federal reserve bank is permitted to rediscount for another Federal
reserve bank, so that if the borrowings were very high in the New
York district, the Federal Reserve Board would require the Federal
Reserve Bank of Minneapolis to rediscount some of that paper for
New York. There is a remote possibility of doing that and avoiding
the payment of franchise tax, but it has never been done. That is
the only thing that comes to mind.
Mr. BRAND. This is not germane exactly to the present questions

before the committee and I will not go into it any further. When,
in your opinion—and this question is suggested by my friend to my
left—will these 12 Federal reserve banks resume paying any franchise
tax, if ever?
Governor YOUNG. That would be extremely .difficult to answer,

Mr. Congressman. If we should have a repetition of what we had
in 1919 and 1920, when borrowings were very heavy and profits large,
those surpluses would be built up very quickly. If, on the other
hand, we should run into an easy money period for the next four or
five years, it might be difficult for the reserve banks even to earn the
6 per cent dividends. I could not answer that.
, Mr. BRAND. Well, I will proceed with my regular questions on the
Issue that is now before the committee..
I want to ask you, Governor, what is the chief evil, if you admit

there is any., to the present system of banking under existing law,
inWhich would appeal to Congress to take to consideration the

advisability of making a change?
Governor YOUNG. I would say, first, too many banks.
Second, that group systems have developed which may be good and

Which may be bad; but, in my opinion, the branch system within
trade areas, if you can define that, would be better than the group or
Chain systems.
Third, I think examination and surveillance have improved

tremendously in the last 8 or 10 years. I think there is a possibility
for further improvement along that line.
Fourth, if it were possible, I should like to see more banks support-

ing the Federal reserve system.
,Mr. BRAND. Would it interrupt you there to ask this question:
What benefit is it to a member bank-Ta bank of the Federal reserve
!3Yatem which does not have any occasion to borrow any money from
its correspondents and does not have any occasion to discount any
nligible paper with the Federal reserve bank—to remain a member of
the Federal reserve system?



-mr,m1.1.0.-•••••••••••• •••MMINIIMMW,I111111MINEEIRMIZINEICWITIMI

692 BRANCH CHAIN AND GROUP BANKING

Governor YOUNG. The main advantage in my opinion is that that
bank which you describe is contributing to a system which I believe
has been of tremendous benefit to the business, agricultural, and com-
mercial interests of the country, and that banker has to look to an
indirect benefit more than a direct benefit.
Mr. BRAND. How will it benefit such a bank, for instance, when it

receives no interest on its daily balances or for the use of its reserve
fund, and not borrowing any money or discounting any paper—

Governor YOUNG. I think it is an insurance, Mr. Congressman?
and the day will come when it will have to borrow some money.
Mr. BRAND. When that time comes he can get back into the sys-

tem, if that necessity arises and he has withdrawn from the system.
Governor YOUNG. I am inclined to agree with you that, under

ordinary circumstances a nonmember bank can not operate without
contributing. However, that is an opportunity that every member
bank has the same as the nonmember bank, and if all banks of the
United States should arrive at the same conclusions, we would have
no Federal reserve system, and I do not think that anyone wants that.
Mr. BRAND. Now, in answer to the first question, you gave different

reasons which account for the evil in the present existing law. Are
you prepared, at this time, to suggest any remedy by way of proposed
legislation or otherwise to correct this

Governor YOUNG. I am not, but I expect that the Federal Reserve
Board will be in a position to do so at a later date.
Mr. BRAND. Governor, what, in your judgment, is the motive or

real reason why these large banks are merging, such as occurred irt
New York a week or two ago, and the Fourth National Bank and the
Atlanta & Lowry National Bank of Atlanta merging into the First
National Bank of Atlanta a few months ago?
Governor YOUNG. We have become a great commercial nation and

a great factor in international finance, and larger units are required to.
conduct that business.
Mr. BRAND. Is it not true that such mergers and consolidations

of these large banks tend to monopolize capital and credit?
Governor YOUNG. I have repeatedly said before the committee

that I thought that was a possibility but highly improbable and I am
still of that opinion.
Mr. BRAND. Are not. such consolidations Et8 I have referred to.

prima facie evidence that these mergers will give to the consolidating
banks greater control over capital and credit?
Governor YOUNG. Well, if there was just one developing, there

might be some strength to your statement, but there are many of
them developing.
Mr. BRAND. Many consolidations?
Governor YOUNG. Yes.
Mr. BRAND. Does not that increase the tendency to give a monopoly

upon capital?
Governor YOUNG. I do not think so. I would say that the com-

petition is just as strong to-day as it ever was and just as keen.
Mr. BRAND. What sort of competition do you refer to?
Governor YOUNG. For banking business.
Mr. BRAND. Do the mergers of these great banking institutions

meet with the approval of the general business interests of the countrY
at large?
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Governor YOUNG. Any reply I make, Mr. Congressman, would
have to be an assumption.
Mr. BRAND. It would be your opinion, I take it.
Governor YOUNG. These banks are owned by the public as stock-

holders. Many of them represent the business interests of the
country, and if they consent to the consolidation or the merger or
he grouping, I think it is fair for me to assume that the business

Interests of the country do approve of it.
Mr. BRAND. Of course, if they consent. That is the crux of the

question. Are the general business interests throughout the country
aPproving, in your judgment, the great consolidations that are going
along all over the country in the great centers?
Governor YOUNG. I do not know, Mr. Congressman. Certainly

those that are stockholders have consented.
Mr. BRAND. I am not talking about the stockholders. They are

Part of the banks and they are in this business of consolidating. I
ani talking about the business interests of the country that have no
stock in the banks and have no connection in a financial way with
the banks except possibly a desire to borrow money.
Governor YOUNG. I can not answer that, Mr. Congressman.
Mr. BRAND. I will ask you this question, in which I am very much

Interested: Are not such consolidations and mergers particularly
antagonistic to the agricultural States and the agricultural classes in
these States?
Governor YOUNG. I do not think so.
Mr. BRAND. Will not the effect of such mergers force the agricul-

tural States to adopt branch banking, notwithstanding such States
are opposed to universal branch banking?
Governor YOUNG. I think so. I do not like the word "force." I

think, as time goes on, the rural communities and agricultural corn-
Inunities will learn some of the advantages of branch banking.
Mr. BRAND. As a general proposition does this—pardon me if I

Interrupted you.
Governor YOUNG. No; go ahead.
Mr. BRAND. As a general proposition, does this merger proceeding

ping on throughout the country meet with the approval of the
r ederal Reserve Board?
Governor YOUNG. When I first appeared before the committee
read a statement to the committee. The sum and substance of

that letter was that the board wanted more time to investigate it.
Mr. BRAND. I did not hear your answer.
Governor YOUNG. The board wanted more time to investigate

,the whole general question of group, chain, and branch banking
'Wore they made any commitments. That was also a statement
of my own and anything I might say before the committee would be a
rather impulsive conclusion. I would prefer to have more time
to study the problems.
The CHAIRMAN. Would you allow me to ask a question there,

Judge Brand?
Mr. BRAND. Yes.
The CHAIRMAN. In connection with this consolidation and concen-

tration of assets the movement is pretty fast now. Is the board
Concerned about that development?



Vni.,.•••••••••••••••=1111MEMIIIIIPEC%s\IIMEMIellOOPIOMirMIIIPM1 '111

694 BRANCH, CHAIN, AND GROUP BANKING

Governor Youisro. It is extremely hard for me to speak for my
colleagues, but obviously, when they are arranging for an extensive
investigation and study of the whole question, they are at least
interested in the subject if not concerned.
The CHAIRMAN. Supposing that study should take a period of

one or two years. Might it not happen that the consolidation and
the full plan of the men aggressively at work now may be entirely
completed before that determination is made?
Governor YOUNG. Well, the figures I presented here the other

day show that it is pretty well completed now.
Mr. BRAND. Does the Comptroller of the Currency consult with

the Federal Reserve Board before giving his approval of these large
banks consolidating into one large institution?
Governor YOUNG. I will have to refer to Mr. Wyatt as to the legal

status of that. Not as a matter of statutory procedure, Mr. Con-
gressman. He has frequently discussed with me as to what consoli-
dations were taking place. There is nothing in the law that requires
him to consult with the Federal Reserve Board.
Mr. BRAND. I know that, but I did not know, as a matter of fact,

whether he consulted with you or not.
Governor YOUNG. My relations are very close with the Comptroller

of the Currency.
Mr. BRAND. I am very fond of him, too, but when you come to

dealing with such propositions as the great mergers going on in Nevi
York and the great one in Atlanta, so far as we are concerned, it might
not be out of place for him to consult you and other members of the
board. I do not criticise him for doing or not doing so, however.
Governor YOUNG. Congressman, all of those consolidations and

mergers are reported to the Federal Reserve Board, and inasmuch as
we have no authority in the matter, we simply note them.
Mr. BRAND. In your judgment, should Congress take any action

by appropriate legislation seeking to check such mergers, or is that
one of the questions you have under advisement?

Governor YOUNG. That is one of the questions we are considering.
Mr. BRAND. Along the same line—I wrote. down these questione

two weeks ago but did not get an opportunity to interrogate you
sooner—should Congress take any action by appropriate legislation
to give the Comptroller of the Currency authority, in his approval,
when he gives it, of such mergers, to impose some limitation upod
such mergers? It may be that the answer to that is now being con-
sidered likewise.

Governor YOUNG. Yes; we are considering that.
Mr. BRAND. Under your construction of the Federal reserve acti

has the Comptroller of the Currency or the Federal Reserve Board
any right or authority to impose any limitations upon such consolida-
tions at the present time?
Governor YOUNG. The Comptroller of the Currency, so Mr. Await

informs me, has the authority to approve or disapprove these mergers
and consolidations. The Federal Reserve Board has nothing to cid
with it in so far as national banks are concerned. We do, however,
have the authority to approve or disapprove them in so far as state
member banks are concerned.
Mr. BRAND. Yes; I knew that the comptroller had authority td

approve or disapprove, but I did not know whether, under the sot
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creating the Federal Reserve Board, or in any other act of Congress,
he had authority to put any conditions or limitations upon his ap-
proval.
Governor YOUNG. If he disapproved, he would put a limitation

Upon it.
Mr. BRAND. That, of course, would be the end of it. They would

not merge. Could he say, for instance, "I am going to allow you to
consolidate these institutions, provided it is done in certain areas or
sections of the country or by imposing certain capital requirements,
etc."? I am wondering if he has any authority, under existing law,
to put any conditions on his approval?
Governor YOUNG. Are you speaking now about chains?
Mr. BRAND. I am speaking about approving the mergers of large

banks—the consolidations in great centers of capital of different banks,
like the First National and the Chase, of New York, recently, and the
two banks in Atlanta.
Governor YOUNG. We term that as a merger, and he has no au-

thority, if I understand the law correctly, except approval or disap-
proval. May Mr. Await answer that?
Mr. BRAND. Yes.
Mr. AWALT. Judge Brand, under the law, the comptroller is given

the right to approve or disapprove.
Mr. BRAND. Yes.
Mr. AWALT. Now, before he approves, he can say to these banks,

"You must do so and so before I will give approval to this consolida-
tion." So, while the law does not specifically state that he can put
some limitations on it in the consolidation, they have to meet his
approval. In order to do that, of course

' 
certain conditions have to

be met. Does that answer your question?
Mr. BRAND. That is a more concrete answer to it. He has the

right to impose certain conditions on it?
Mr. AWALT. Before they consolidate, but not after it. The law

sets down certain conditions, of course, in itself.
Mr. BRAND. I am going to ask you this question, Governor, which

You may take under advisement when considering the other questions
Which have been submitted to you and which are unanswered, but
Which later on you will submit answers to:
As governor of the board, do you think it advisable to enact legis-

lation to prevent such consolidations of the banks in the large centers
of the country? If not, don't you think it advisable, if the board has
no power to prevent such consolidation, that the Federal reserve act
ought to be amended so as to give the board authority to impose
limitations upon such consolidations?
You need not answer that now unless you are prepared to do so.
Governor YOUNG. I should like to answer that later.
Mr. BRAND. I think the authority ought to be lodged somewhere,

in the Comptroller of the Currency or the Federal Reserve Board, to
Check or put some limitation upon them in the interest of the business
World.
Governor YOUNG. Mr. Await has just informed me that the Comp-

troller of the Currency, in his testimony, said that if the branch
banking privilege was extended to the national or member banks, in
his opinion Congress properly should place some limitation.
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Mr. BRAND. I am glad to hear that. I want you to take into
consideration, when you are preparing your opinion about the ques-
tions already submitted to you, the answer to this question: If
nothing is done to prevent such mergers or consolidations of the large
banking institutions of the country, won't the inevitable result be
that these large banking institutions will absolutely control or put
the smaller banks of the country at the mercy of these consolidated
banks? In short, if this consolidation or merger of large banks
continues, won't it in the end give these banks absolute control and
a monopoly of capital and credit throughout the country?
You need not answer those two questions now, but I should like to

have you answer them when you are ready to give your opinion to the
committee upon other questions propounded to you.
Governor YOUNG. I would like to do that, but I have answered that

so many times before the committee, that it is a possibility but not a
probability.
Mr. BRAND. I have not had the opportunity to be present at all

the hearings, and therefore am probably asking questions which have
already been submitted to you by other members of the committee.
Governor YOUNG. I have a stenographic record of that and will be

glad to answer that at a later date.
Mr. BEEDY. Would it not be helpful to have the governor explain

why he thinks that is a possibility but not a probability?
Mr. BRAND. I did not catch that that was his answer.
Governor YOUNG. I have gotten the idea from the inquiries of the

committee that there seems to be a fear 1 unit or 2 units or 3 units
will eventually control all of the credit of the United States. The
credit of the United States comes largely from the depositors who are
great in number and, collectively, represent a tremendous volume of
this credit. If those units become so strong, they become a monopoly
to the detriment of other depositors and customers, the business being
profitable, obviously it will induce many of these depositors and
owners of credit to set up other organizations.
I think we will always have competition in credit, regardless of

whether it be 26,000 independent units, as it has been, or whether it
may be two or three hundred larger units. I just can not conceive
of all the credit in the United States, which is owned by the people,
being centered in the hands of a few people.
Mr. BRAND. I want to come nearer home. Take Atlanta, for in-

stance, where the Fourth National Bank and the Atlanta dr Lowry
National Bank merged into the First National Bank, being only one
or two banks left in Atlanta outside of their branches: What effect
will such merger have upon the individual, and the small country
bank borrowers?
Governor YOUNG. The ability of the small country bank to

borrow from—
Mr. BRAND. From the merged banks; and the farmer, for instance,

who wants to borrow money to make a crop.
Governor YOUNG. Well, let us assume that the organization in

Atlanta refused a deserving country bank credit. That countri
bank would not stop there. The country bank would go to Nov
York or somewhere else.
Mr. BRAND. He might go to New York or somewhere else, but it

would be a vain thing to do if he is not known and could not borrovi
money or get credit elsewhere.

3
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Governor YOUNG. My observation is that the banks are always
looking for good customers.
Mr. BRAND. Referring again to the merger of banks in the great

cities, what effect will that have on the rate of interest paid to small
12anks who have deposits with their correspondents in large cities?
They only pay 2 or 2% per cent now. If this reorganization of large
banks continues, won't it have the effect to decrease the rate of interest
on daily balances?
Governor YOUNG. Not in my opinion. There will be sufficient

competition in this country so that if Atlanta gets down too low in
its rate it pays the country correspondents, they would seek cor-
respondents elsewhere and get them.
Mr. BRAND. I know that is sound as a general proposition but

Suppose the other two banks in Atlanta join with the First National
Bank? What would prevent that group from running down the
rate of interest they pay their correspondents on daily balances,
When the correspondents have no other connections and are known
to no other banks in the city or State?
Governor YOUNG. If I were operating a bank in New York and

knew of any such condition in the Atlanta district, it would not
take me 24 hours to get down there to Atlanta and solicit that business
and get it on a profitable .basis.
Mr. BRAND. I hope you are right.
What effect will these mergers have on the rate of interest these

New York banks, for instance, will charge a bank in Georgia if he
wants to borrow some money; in my judgment it will have the effect
'of making the bank pay a higher rate of interest than now. Is that
right in your judgment?
Governor YOUNG. I do not think so. There will still be sufficient

Competition, Mr. Congressman, to compel those banks, whether in
New York or Atlanta, to follow the market and obtain that business
on a competitive basis.
Mr. BRAND. Take a country bank, for instance, member of the

Pederal reserve system, which has been doing business with New York
and Atlanta banks, assuming the consolidation of large banks in
New York and Atlanta will continue and they should decide to increase
their interest rates on loans, what fix would this country bank be in
When it has no financial connection with other banks in New York
and Atlanta?
Governor YOUNG. You have the simplest solution in the world on

that, Mr. Congressman. Go to your Federal reserve bank where
You can always get a lower rate than you get from your correspondents.
Mr. BRAND. Suppose you take a bank that does not belong to the

z'ederal reserve system?
Governor YOUNG. That is the strongest argument I have heard

for a long time for membership in the Federal reserve system. That
is why he should be a member. That is the assurance he will have.
Mr. BRAND. Still, this is forcing the nonmember banks to join the

Pederal reserve system. This situation compels him from necessity
to become a member.
Governor YOUNG. That is proving to him it is advisable for him

to go in.
Mr. BRAND. In your judgment?
Governor YOUNG. Yes, sir.
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Mr. BRAND. What effect does the increase in the discount rate or a
decrease in the discount rate of the Federal reserve banks have on the
price of farm commodities?
Governor YOUNG. That is a question that has been before this

committee on many occasions.
Mr. BRAND. But I never asked you about it before.
Governor YOUNG. My opinion is that it is a factor and a con-

tributing factor, but not a determining one; in other words, I do
not think we could put the price of money down to 2 per cent and
arrive at the conclusion that agricultural products are going to
increase in price 10 per cent or 20. per. cent any more than you could
put up the rate to 7 per cent and it will depress agricultural products
further than they have been. I
Mr. BRAND. How came cotton to go down from 40 to 10 cents a

pound, under the deflation policy of 1920, if it does not have that
effect?

Governor YOUNG. I will not admit there was a deflation policy
in the Federal reserve system in 1920, because I operated a Federal
reserve bank in an agricultural section and there was no deflation
of credit.
Mr. BRAND. I thought it had become an historic fact all over the

world that there was a deflation policy inaugurated in 1920 and that
the policy caused a decrease in the price of farm commodities, in-
cluding cotton.
Governor YOUNG. There was a thorough investigation by a joint

committee of the House and Senate m 1922,. if I remember correctly,
in which the House and Senate did not arrive at that conclusion.
Mr. BRAND. Well, I have great respect for the members of the

committee of the House and Senate to which you refer, but I do
not agree with them if they reached such a conclusion. I know as
a matter of fact that subsequent to the m. a.uguration of this policy,
unlike the policy inauguarted after the Civil War, when the people
were given a year's advance notice of it, which was suddenly and
secretly inaugurated so far as 90 per cent of the world was concerned,
cotton which was selling at 40 cents per pound went down to 10
cents per pound, on account of which fact thousands of farmers and
hundreds of banks in my State went broke.
Mr. GOLDSBOROUGH. May I ask a question there in order to make a

suggestion?
Mr. BRAND. Yes.
Mr. GOLDSBOROUGH. Governor, in 1921, Governor Harding was

before this committee and I remember very distinctly he had a large
chart over on that side of the room [indicating] and I guess he was
asked by different members of this committee twenty times about the
deflation in the agricultural districts and he always evaded the ques-
tion. He never did answer it. He undertook to say that the credit
throughout the country was not deflated, but when it came to the
specific question regarding the agricultural sections, he would not
answer. I was here in the committee and know that is a fact.
Governor YOUNG. I was in an agricultural section
Mr. BRAND. And it is broke, too, 18 it not?
Governor YOUNG. And there was lent not less than $118,000,000, if

I remember correctly, in the ninth Federal reserve district, an amount
far in excess of what the Federal Reserve Bank of Minneapolis had.
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Mr..GOLDSBOROUGH. Is it not a fact that all our leading economists
recognized that tile deflation policy did take place as far as the agri-
cultural sections *ere concerned; that they deplored it, but excused
it on the ground that it was a very unusual condition; the first time the
Federal Reserve Board had been subjected to that condition and they
Simply used poor judgment. Is not that generally recognized among
economists?

Governor YOUNG. Not that I know of, Mr. Congressman. It
may be true.
Mr. STEAGALL. That is what they said before this committee.

They said the Federal Reserve Board in that period was sinfply
feeling its way in the dark and finding their powers, and the state-
ment was made not in support of the more bitter criticisms indulged
against the Federal Reserve Board but, on the contrary, exculpating
he board from the purposes so often attributed to them, but clearly

insisting that the board did pursue a deflation policy in reference to
agriculture.
Mr. BRAND. I know it to be a fact that the people in my district

and State clearly understood that a deflation policy had been inau-
gurated, with the results, so far as our farmers and banks are con-
cerned, as above indicated.
Say January, for instance, before this deflation policy was inaugu-

rated, cotton was selling for 40 cents per pound, and in November
thereafter this same cotton, of the same grade, weight, and condition,
Which was worth as much in November as it was in January, was
selling for 10 cents per pound.
Governor YOUNG. In 1920?
Mr. BRAND. The year deflation of prices began. What caused

this great reduction in the price of cotton, if not due to the effect of
this deflation policy, as I call it and have always called it, right or
wrong?
Governor YOUNG. I think the main cause was a buyers' strike

throughout the world. The first evidence we had of the deflation
Was in Japan, where the price of silk became so high there was no
consumptive demand for it. That was the first evidence we had of
the starting of a world-wide depreciation of products. It did not
start in this country.
Mr. BRAND. I remember very well the Georgia National Bank of

Athens had cotton warehouse receipts from farmers all over the
country. They made the mistake of holding the cotton when it was
40 cents a pound for higher prices and when it got to 10 cents, the
Atlanta Federal Reserve Bank and the bank's correspondent in New
York called upon the president and directors of that bank to collect
their money. When they called for it the farmer had to sell his
cotton at this low price, the proceeds of which was not enough to pay
his loan, and the consequence was he not only lost his cotton but
his farm also, which broke the ordinary farmer and he has been
broke ever since.
Mr. STEAGALL. Let me have the witness for a minute, please.

This was shown in Omaha, Governor Young, before the committee
to which you referred, which I suppose is the same committee:
The insistence had been made all along and they brought figures

ito show there had been no decrease n loans to justify the charge
100136-30-v0r, 1 PT (3---8
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that a deflation policy had been effected. At Omaha—I forget who
the witness was—but at Omaha a witness from the Federal reserve
bank in that district brought a chart that show& this: When the
seasonal demand for an increase in the loans for crop marketing and
the like took place, the figures showed that there had been some
increase in loans, but just as the chart showed an increase in loans,
it showed a decrease in nonborrowers, clearly demonstrating that the
regular borrowers from that Federal reserve bank did not enjoy
any of the increase in loans for seasonal demands. The testimony
was all to the effect that there was a normal seasonal increase in
demands for loans but the banks in the small communities, instead
of being able to carry their customers, and furnish additional credit
had to collect on their paper. The only way they could collect was
by the sale of their farm products and they were being thrown on a
constantly falling market. That is what the testimony showed out
there.
Mr. WI/coo. I ask permission at this point to put that chart in

the record.
The CHAIRMAN. Without objection that will be done.
Mr. WINGO. I think I have a copy of it in my files.
(The chart referred to will be reproduced in a later part of these

printed hearings.)
Mr. BUSBY. Governor Young, do you know anything of a meeting

held here in Washington on May 18, 1920, by the Federal Advisory
Council and the class A directors of the Federal Reserve Board with
a view to discussing a policy of deflation, that policy being to with-
draw from the eligible paper for rediscount certain types of securities?
It was not any open public meeting, but in a meeting held with
Governor Harding and the type of directors I have mentioned.
Governor YOUNG. I do not think I attended that meeting, but if

I remember correctly, that was the meeting referred to many times
in the public press in which they had a stenographic record of what

was said.
Mr. BUSBY. Where the public was not iaken into consideration in

the way of giving 
Governor YOUNG. That has been published.
Mr. BUSBY. As a direct result of that meeting and its actions

and policies, discussed by it, the deflation policy of 1920 soon followed,
and then the break in farm commodity prices Judge Brand referred

to was the natural result. Was not that true?
Governor YOUNG. I am not familiar with the meeting, Mr. Con-

gressman. Mr. Wyatt can make a statement in reference to it.
Mr. BUSBY. I do not want to take any more time from Judge Brand.
Mr. STEAGALL. With Judge Brand's permission, I want to ask

another question. Regarding the policy of the Federal reserve banks

in handling Government bonds carried by member banks—
Governor YOUNG. I can only speak for one district—the ninth

Federal reserve district.
Mr. STEAGALL. You know that general situation as regards the

market for bonds, and the way the bonds were carried by the banks,
do you not?

Governor YOUNG. Well, I think it was optional with the bank to

sell or buy. I talked frequently with bankers who paid, I think 5 or

6 per cent to carry the bonds, and they were only yielding 43, per
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cent, as to whether it was advisable to sell or not. Sometimes they
sold, and sometimes they did not.
_ I ought to make this statement in defense of the board at that time.
was . operating the Federal Reserve Bank of Minneapolis, where

conditions were very bad. We lent in great volume, lent beyond our
OW n capacity. The New York and other reserve banks in turn lent
to us. We took care of the member banks, and the nonmember banks
were taken care of by city correspondents. We, in turn, lent the city
correspondents to take care of the nonmember banks.
.I recall very well coming to Washington at one time and talking

With Governor Harding, of the Federal Reserve Board. We had
g.one up to $113,000,000, and we were attempting to analyze the
situation. At that time we felt we might possibly have to go up to
$150,000,000 or $175,000,000 to take care of it or attempt to take
care of it.
There was no restriction on that bank, never a lebter to the Federal

reserve bank, and no one ever bothered me in the operation of the
Federal Reserve Bank of Minneapolis from 1919 right clear through
to the time I left.
Mr. SEIBERLING. May I ask a question there?
Mr. BRAND. Certainly.
Mr. SEIBERLING. Di you not get instructions from the Federal

Reserve Board to quit taking automobile accessory paper early in •
1921?
Governor YOUNG. Never did; not that I remember.
Mr. SEIBERLING. You do not know that the Atlanta Federal Re-

serve Bank got such instructions, do you?
Governor YOUNG. No; I do not know. I know that we in Min-

neapolis did make a very strong plea to some of our member banks
to take care of the agricultural interests and avoid some of the un-
necessary credit at the time.
Mr. SEIBERLING. It was the opinion of the Federal Reserve Board

that the automobile business had gone about as far as the country
Would stand at that time, was it not?
Governor YOUNG. I would have to check that up, Mr. Congressman.
Mr. SEIBERLING. And since then the automobile business has in-

creased many times beyond what it was then.
Governor YOUNG. I can express my own opinion. .Under the con-

ditions that existed in the ninth Federal reserve distnct, I thought it
Was best at that time to give more attention to agriculture, to put
them in a position so that they could buy the automobiles later. In
Other words, it was our desire to take care of agriculture first, in
Preference to anything else.
Mr. BRAND. Governor, the question was asked several years ago of

a representative of the Agriculture Department if the Federal re-
Serve banks, acting in conjunction with the Federal Reserve Board,
could by the adoption and inauguration of a given policy, cause a
decrease or an increase of prices of all farm commodities, and he
answered yes.
Governor YOUNG. Who answered that way?
Mr. BRAND. I think it was the Secretary of Agriculture that

aPpeared before this committee several years ago after Governor
Harding left the Federal Reserve Board. I asked the question
Inyself.
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In other words, do you not think that with cotton, say, selling now
at 50 cents a pound and wheat at $1.50 a bushel the 12 Federal reserve
banks and the Federal Reserve Board can get together and agree
upon a policy which when promulgated would have the effect of
deflating the prices of these farm commodities?
Governor Yourro. I do not think so. I am going to illustrate that

by a specific example. It does not make any difference whether you
are operating a Federal reserve bank or a commercial bank; your
object is to conduct that institution in such a way that you will not
lose money.
Now, this deflation that they speak about occurred in 1920. In

1919 the Federal reserve bank had loaned in the neighborhood of
$90,000,000 in the Northwest. Practically every penny of it de-
pended upon agriculture. Now, would I, as the executive officer of
that bank, deliberately go out on any policy or campaign that would
destroy the collateral back of the $90,000,000 I lent? I do not think
SO.
Mr. BRAND. I do not think you would have done it, but, as a

matter of fact, something happened in the country that caused that s
very effect on farm commodities, and the Federal Reserve Board 4
and the 12 Federal reserve banks constituted the only machinery 4

of the Government that could do it. It seems to me that the con- 1
• elusion is logical that it was done by the Federal Reserve Board, and f
if it was done one time by the Federal Reserve Board it could be f
done again. ft
Mr. STEAGALL. If I may interrupt, a chart that we had showed this. t1

that the amount of loans in that Federal Reserve district remained IN
substantially the same during the period in which there was a largely e(
increased seasonal demand for credit. There was no increase in loans, ai
but there was a big decrease in nonborrowers, or the list of non bor- to
rowing member banks. In other words, the Federal reserve bank in
that district had accommodated quite a number of new customers d,
without increasing the amount of money it had out, leading inevitably rc
to the conclusion that instead of increasing the loans to the member
banks in the agricultural sections to take care of the seasonal demand, ti)
there had necessarily been a decrease in the amount of loans to them. Yt
and the only way that could happen would have been for them to It
have collected out of their farmers in a market where prices were
constantly falling and where the only possible effect of calling a loan th(
would be further to depress the price. he
That chart showed all of that. (
Mr. WINGO. I think the gentleman from Alabama is in error as to de;

what locality the chart covered; I flunk it was either St. Louis or . .
Kansas City. gPv,
Mr. STEAGALL. My recollection is that it was Omaha. thh
Mr. WiNoo. But, anyway, wherever it was, I will put it into the i I

record. 
I.

Mr. STEAGALL. This happened in Nebraska; the chairman will he:
remember it. feed
Mr. BRAND. One other question, and I believe I will conclude. edu(
The Citizens and Southern Bank with which you are very familiar Ittld

has a branch bank in Athens and others in Atlanta and different In
cities in the State. There is one other bank there ar Athens. Neither 40 c
one of these banks nor any of the Atlanta banks will lend money on 410t1
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crop mortgages which I know are very poor security. There is a
great section of my district and in Congressman Bell's district where
farmers have no money with which to make a crop and they can't
borrow it unless the banks lend them money on crop mortgages.
We have no branch banking law in the State of Georgia now, but
our little bank, the Brand Banking Co. of Laureville, Ga., does
make loans to these farmers on crop mortgages.
Now, what is going to become of such farmers if all the banks of my

district, say, refused to loan money for the purpose of enabling them
to make crops? Many of the small banks in my district and Congress-
man Bell's district have been lending money on crop mortgages.
What is to become of this class of people? What suggestion can you
Make as an expert witness and as a man who has had considerable
experience in all phases of the banking business with respect to what
such people should do, and what does the banking system of the
United States owe to the farmers of the agricultural sections of the
country in the condition indicated by me?
Governor YOUNG. Mr. Congressman, I do not think that I can

afford to advocate any program that would take depositors' money
and lend it on poor security or poor collateral, as you say these loans
are. That condition has happened frequently in the ninth Federal
reserve district. It was taken care of by a seed lien loan of the
Government on several occasions. It was taken care of in 1927 by
a seed lien loan authorized by the Congress, because there was
failure to pass the deficiency appropriation bill, with the result that
the Government was in the position of having the loans authorized
With no money to lend. That situation was handled by those various
counties issuing warrants, and those warrants were sold to Minne-
apolis and St. Paul banks and the proceeds loaned by the counties
to the farmers.
Mr. BRAND. Then if that is the only remedy, the banking business

does not do the farming class any good in such a case as I have
referred to
Governor YOUNG. I think that tlley have done a great deal along

those lines, to their sorrow in many cases. Surely, Mr. Congressman,
Yeu do not want me to advocate that a bank should take a depositor's
/uoney—a widow's, if you please—and make a poor loan with it?
, Mr. BRAND. Of course not, and that is the first time I have heard
the word "depositor" used in all of this investigation. I thought
'le Was lost sight of entirely.

Governor YOUNG. I think he is the man we should give a great
deal of attention to.
Mr. BRAND. I think so, too; but I do not think that he is being

given enough attention by the Federal reserve banks and the banks
that belong to the Federal reserve system or do not belong to it.
I have given you a case where the situation is serious, and it is no

,upothetical question. This class of farmers are in a position where
they can not farm and cultivate a crop, which they must do if they
feed and clothe themselves, their wives, and children, much less
educate them, unless a bank loans them money on crop mortgages;
arid the banks in the large cities will not do this.
In such a case as I have cited, if we should have a good crop—and

110 one ever knows what it is going to be—the bank which loans
kcney to these people on crop mortgages gets it back, because they

L
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are honest and pay their debts when they can; but if there is not a
good crop I concede there is a loss to the bank.

Governor YOUNG. My experience with crop mortgages has been
this, that a crop mortgage may be the best security in the world if
they get a good crop, but it is the poorest security in the world if
they do not get a good crop.
Mr. BRAND. When you are ready to answer the questions pro-

pounded to you by myself and other members of the committee, I
will thank you, at that time, to answer the following:
(1) Are the people in this section of the State of Georgia—and

there are many sections of Georgia in the same condition—receiving
the help or assistance they are entitled to at the hands of the present
banking system of the United States?
(2) If they are not, what remedy do you suggest to correct this

evil?
(3) What system of banking would you suggest would best sub-

serve the interests of the people of this section in the condition they
are in as described by me?
(4) Particularly in the counties where banks have all become

insolvent, and on account of the distressed condition of the people
they are unable to organize a bank, what would you advise to be done
in order that such sections of the country may have the benefit of
banking facilities?
Now, coming back to the depositor, what have you to suggest?

I am not going into the subject of insurance for depositors, because
both the Comptroller of the Currency and yourself are opposed to
any sort of a guarantee of deposits, and it looks like the whole Treas-
ury Department is.
You have given us your opinion about helping the banks which are

members of the Federal reserve system. Taking into consideration
that you are opposed to paying any interest on reserve funds in the
Federal reserve banks, are you prepared now to state in what manner
you would suggest helping the member banks? They are not getting
enough out of the system as I see it.
Governor YOUNG. I stated the other day, Mr. Congressman, that

the board in its annual report to the Congress of the United States
would recommend that more of the earnings of the Federal reserve
system be distributed to the member banks, but the method by which
that distribution would be made has not yet been arrived at.
Mr. BRAND. Have you any way of helping member banks other

than using part of the franchise tax? If not, where are you going to
get the money to help?

Governor YOUNG. One suggestion has been made that the amount
that goes into surplus be reduced and that what is over that be dis-
tributed to the member banks. That is complicated and requires &
good deal of study.
Mr. BRAND. I have finished, except for this suggestion, that I would

like to have the board confer with the Comptroller of the CurreneY,
the Secretary of the Treasury, and also with Judge Garrett, who one.°
had a plan in mind, the details of which I do not have, and submit
to the committee some workable plan to protect depositors or to
guarantee deposits. Some sort of deposit guaranty is coming sooner
or later. It may not come in your lifetime or mine either, but there
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is going to be a revolution in this country unless depositors are givensome character of protection against loss.
An amendment along this line was proposed to the original Federal

reserve act when the same was before the Finance Committee of the
Senate. If the Federal Reserve Board can work out a plan and make
some recommendation for legislation giving protection to depositorsby way of a guaranty fund or otherwise, without making the strong

ibanks take care of the weak banks, I think t should be done. I thinkthe highest duty you can render to the people of the United Statesp.nd to the depositors in all of the banks, particularly the small onesin the agricultural States, is to devise such a plan, if you can. I am
thinking more about the depositors than I am of the stockholders.
Mr. STEAGALL. Let III0 ask One Or two questions.
Mr. FORT. We had a special order for 12 o'clock.
Mr. STEAGALL. I thought he was through.
Mr. LUCE. Mr. Chairman, I move that we now go into executive

session.
Mr. FORT. I second the motion.
.The CHAIRMAN. It has been moved and seconded that the corn-

euttee resolve itself into executive session.
(The question was put, the motion agreed to, and the committee

went into executive session.)
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TUESDAY, APRIL 8, 1930

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY

Washington, D. C.
The committee met in the committee room, Capitol, at 11 o'clock,

a. m., Hon. Louis T. McFadden (chairman) presiding.
The CHAIRMAN. The committee will come to order.

STATEMENT OF GOV. ROY A. YOUNG—Resumed

The CHAIRMAN. Mr. Luce, would you like to question the witness
this morning?
Mr. LUCE. For a few minutes.
Governor Young, some days ago Mr: Wingo made an observation

that interested me much and will furnish a peg on which I may ask
some questions of a general nature. He said that he was obliged to
pay 10 per cent if he chose to borrow from his local bank. Of course I

iam referring to it as a typical instance, f I am right in my under-
standing that interest rates in the West average higher than those in
the East.
One of the criticisms made against branch banking is to the effect

that it will tend td draw money away from the smaller communities 
iand center it in the metropolis where t will be used for purposes of

the stock exchange. This puzzles me. I had understood that the
Purpose of decentralizing the Federal reserve system or one purpose
was to equalize the supply of money throughout the country and to
equalize rates on commercial paper.

Will you explain to me how it happens that the cotton factor in
Arkansas must pay a higher rate of interest than, say, a potato mer-
chant in northern Maine?

Governor YOUNG. Mr. Congressman, I do not know what the legal
rate is in Arkansas, but I assume it is 10 per cent. If that cotton
factor is a small operator and depends upon one or two local banks,
he might have to pay a 10 per cent rate, although I doubt it. If he
was a larger cotton factor, so that he had connections in various partsof the country, he would be in a position to bargain for his money the
same as the jobber or wholesaler and he would know where he could
get it cheapest, even though he had to go to New York City.
The smaller man would have to pay a higher rate and, to answer

Your specific inquiry, I think that the State usury laws have more todo with that than any one thing I know of.
I have a list here showing the legal rate of interest and rate by

contract in all of the States of the Union. It ranges all the way from
707
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a minimum of 6 per cent to a maximum of 12 per cent, and in a few

States, any rate. 
Mr. LUCE. My difficulty goes beyond that. Twenty years ago it

was known that loans on real estate commanded a higher interest in

the West than in the East. We had, in the East, formed numerous
investment companies for the purpose of taking advantage of that.

Then we created the Federal farm system which seems to have

equalized the opportunities for all parts of the country. At any rats
in the insurance company in which I happen, by chance, to be a
director and when I am able to attend a directors' meeting, when the

list of loans in the preceding month is read off I notice loans in the

Mississippi Valley, Ohio, .Missouri, and so forth, at the same rate that

is paid for loans in the inunediate neighborhood of Boston. That

leads me to conclude that the farm loan system has given all

parts of the country equal opportunity in a general way.
But am I wrongm my understanding that still the rate for loans on

icommercial paper n the territory beyond the Mississippi is distinctly

higher than it is on the Atlantic seaboard?
Governor YOUNG. From what I have been able to observe, Mr.

Congressman, I should say yes.
Mr. LUCE. I ain mcludmg the South also in my question.
Governor YOUNG. I would say yes, with the exceptions of Virginia,

where I think they have a maximum rate of 6 per cent, also 1orth

Carolina, Tennessee, and West Virginia.
Mr. LUCE. In those States where the usury law permits high rates,

why does not the law of supply and demand operate to bring 
those

rates down? There are large numbers of citizens in the East at the

present moment who are seeking opportunity for investing their money

at what they have, since the ire war, commenced to look upon as a fa
rate and they can not get it. The money market is so flooded with

money for investment that a prudent man will look askance at any
offering on which he can earn more than 6 per cent. When money

can be loaned in Arkansas and Georgia or anywhere west or south at

10 per cent, why does not capital flow from the East to those places?
Governor YOUNG. It does to 

i
a certain extent, Mr. Congressma

i 
s.

We had a very specific illustration of that n December, January, and
February of 1929 and 1930. Conditions eased in the New York

market first. The surplus funds gradually drifted to the interior.

They drifted in this way—and I am going to take a territory I am
familiar with no illustrate what I have 

.
mind: Minneapolis has

several large grain concerns that are nationally known. They have

banking connections in many sections of the country. At times they

are very heavy borrowers. They have a very large credit standing

so that if they, in a tight money period, should be asked to pay 6 p
er

cent in the Minneapolis district and the New York correspondents

offered them 5% or even 
53% , they would immediately borrow in New

York to save that one-quarter per cent over the rate they would 
have

to pay in Minneapolis. That shifts the funds from the larger centers

to the smaller centers.
Now, on the other hand, when we have a condition such as we 

had

in January, 1927, and January, 1 i
928, clear through until October of

1929, when the call rate was so high that t attracted funds from 
the

interior to New York, credit has the tendency to a degree to 
flow

where if brings the better rate.
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Mr. LUCE. That is what I wanted to bring out, because it seems
to me inconsistent with the allegations that the West has to pay more
for money than the East. I want to find out whether Maine, New
Hampshire, and Vermont are any worse or any better off in that par-ticular than Arkansas, Oklahoma, and Texas?
Governor YOUNG. I think, generally speaking, that the customers

through that territory—that is, Maine, Vermont and through there—
Pay lower rate—
Mr. LUCE. Why?
Governor YOUNG. Than they do in Minnesota, Montana, and the

Dakotas, because the small borrowers—and I refer to the small
borrower when I make that statement—has not the opportunity to
deal in several sections of the country the same as the large operatorhas.
Mr. LUCE. You mean that the centers of conuneree are far apart?
Governor YOUNG. He is so small that he is not known. For

Instance, let us take a small community in South Dakota: A farmer
who has to borrow $1,000 or $2,000 is known to the local banker
and not known to any one else. He can not go to New York, Ver-
,Mont, or Maine and present his note. No one knows him. There-
fore he has to pay the legal rate or contract rate, generally speaking.
I have forgotten about South Dakota, but it seems to me the maxi-
mum rate is 10 per cent. That is the rate he would probably have
to pay to the local bank unless he was well enough known so he
could go to a near-by town with a very desirable piece fo paper and
drive a bargain, say, for 8 per cent.

Luer. His local banker can take his note and send it to
Minneapolis, through his correspondent, can he not, and then the
correspondent ithere can rediscount, f he sees fit, with the Federal
reserve bank?
Governor YOUNG. If he was dealing with a.nonmember bank, the• correspondent bank could not discount that with the Federal reserve

bank at Minneapolis at the present time, although during the war
Period and for some time after the war period we did accept notes
Originating in nonmember banks.
Mr. LUCE. Would that give the note a different standing when it

reached Minneapolis from the paper of .a member bank? In other
Words would there be a discrimination in the rate that the Minne-
apolis bank would impose upon that piece of paper?
Governor YOUNG. Well, if that was a member bank, Mr. Congress-

man, in all probabilities they would go to the Federal reserve bank
rather than their correspondent, because the Federal reserve bank
always has a lower rate than the correspondent bank.
Mr. LUCE. Then, it is easy for the paper, ultimately, to reachaome place where it gets the standard rate for time loans fixed through-out the country?
Governor YOUNG. For instance, the Minneapolis bank—if thefarmer's note bore 8 per cent and it was sent to the MinneapolisReserve Bank, it would be discounted at 4% per cent, and if it was6. per cent it would be discounted at 4% per cent. We pay no atten-tion to the rate the paper bears.
Mr. LUCE. Then the spread between the final discount rate andthe initial rate furnishes the western banker a larger profit than itfurnishes the New Hampshire banker, for instance?
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Governor YOUNG. Generally speaking, I would say yes.Mr. LUCE. Now we come to what I mean. Under a branch bank-ing system, would thatstillprevail? Assume that a bank in Chicagoiowned branches out n the district of which we are speaking: Would itimpose a different rate on a customer in Fargo than it would on acustomer in Springfield, Ill.?
Governor YOUNG. I am inclined to think, Mr. Congressman, thatit would have a tendency to bring rates down to the borrower andI base that statement on the experience we have had in Californiawhere there is a very extensive development of branch banking.Mr. LUCE. Then the branch-banking system would, if this line ofreasoning is correct, directly aid the borrower in the small westerntown rather than hurt him?
Governor YOUNG. That would be my opinion.
Mr. LUCE. Would you say, that the argument is fallacious underthose circumstances, which is to the effect that a branch-bankingsystem would tend to drain the aggncultural districts to the benefitof the industrial centers?
Governor YOUNG. I do not believe that it would.
Mr. LUCE. You have brought in usury as an important factorhere. I do not quite reconcile that with my general understanding

of the flow of capital: If North Carolina has a usury law of 6 per
cent and South Carolina

i 
 has 10 per cent, why does not all the money

flow in to South Carolina instead of North Carolina?
Governor YOUNG. Well, I am not familiar
Mr. LUCE. Oh, well, I am just assuming these quite arbitraryfigures. There are throughout the country apparently different

usury. rates. Why does not the money go where it would get the
most profit, to the detriment of places where it is prevented from get-ting the bigger profits?
Governor YOUNG. Generally speaking, in the larger communities,

it does do that, Mr. Congressman.
Mr. LUCE. If it does that, when it gets into that State, does notthe law of supply and demand operate? Is there not competition

between financial institutions? Do not they level again? 1 am
puzzled by these discriminations between different parts of the country
and do not understand why all the water in the reservoir does not
seek the same level?

Governor YOUNG. With the larger units and with the people that
have national connections, it does. With the smaller communities

iand the smaller borrowers, t does not to the same degree.
Now, perhaps we can take the intermediate credit bank and illus-

trate that the smaller borrower does get pretty close to a uniform
rate throughout the United States. Yet the intermediate credit
bank has not developed to a very large organization. I think the

itotal outstanding amount s $60,000,000. In so far as the inter-
mediate credit banks are concerned, they have leveled those rates to
borrowers in various sections of the .country.
Mr. LUCE. Can anything be done in the matter of the national

banking system to carry still further the purpose of the Govern-
ment in equalizing opportunities throughout the land?
Governor YOUNG. Well, Mr. Luce, 1 am not an attorney and I

assume that States' rights come in 
i

to that, but I suspect, that the
legal rate and contract rate is too high n any State, it would have to
be corrected by the State.
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Mr. LUCE. You doubt if any Federal usury law would stand?
Governor YOUNG. I have no right to say that. I am not a lawyer.

I do not know.
Mr. LUCE. Yet we do control the national banks?
Governor YOUNG. We do.
Mr. LUCE. And the regulations imposed upon them, without a

Federal usury law might stand where the Federal usury law might
not stand?
Governor YOUNG. If you did that, Mr. Congressman, would you

not put the national banks at such a disadvantage with their com-
Petitors, with the State nonmember banks, that they would be
Prompted to leavA the Federal reserve system?
Mr. LUCE. It would seem to me to work the other way. If you

say that the national banker shall not charge more than 8 per cent
and other banks charge 10 per cent, why does not all the trade go to
the national banks?
Governor YOUNG. If they reduced the rate of charge, obviously

they would have to reduce the rate they pay depositors to operate as
a profitable institution.
Mr. LUCE. They pay next to nothing to their depositors. I get

the gorgeous sum of 2 per cent per year and it has to be pretty big
to amount to anything and they chop off a lot of that.
Governor YOUNG. In western banks they pay on savings accounts

all the way from 3 to 4 per cent.
Mr. LUCE. I am speaking of checking balances. In New York

City they look askance at a man who asks interest on a balance of
lees than $20,000, and when it gets below $15,000 the operators of
the bank begin to prod the depositor. I doubt if that end of it
Would, in that city, be a great factor.
Governor YOUNG. Well, if New York pays 2 per cent and Chicago

decides to pay 2% per cent, obviously the deposits of the people thatdo business in both places will drift to Chicago.
Mr. LucE. Well, that is true; but it is hardly—
Governor YOUNG. I have seen instances of that.

, Mr. LUCE. It would be the case in big business, but it would hardly
be the case in a small community where the bank balance of most ofthe depositors is not large anyhow.
Governor YOUNG. It applies to the larger communities in the

Country. That is true.
Mr. LUCE. We are most naturally greatly concerned with the

little man. He is the chap who is most unhappy in the present
Situation, and what we would like to do is to give the little man in
Fargo, N. Dak., the same chance as the man in Bangor, Me.
Governor YOUNG. If the competition was keen in Fargo, a good

outstanding man would probably get six per cent there.
Mr. LUCE. Would that be true of a man of the same financial

status who chances to be a rancher with his nearest banking point a
much smaller place than Fargo?
Governor YOUNG. What I have been able to observe of the notesthat come to the Federal Reserve Bank of Minneapolis, the farmers,

ranchmen, sheepmen, and other are generally above 6 per cent.
Mr. LUCE. Now, that is just what we are aiming at. Why isthat so, and can we correct it?

711
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GoVernor YOUNG. Well, it has been corrected in Virginia by the
6 per cent contract rate.

Mr. LUCE. Is there any agitation in the west for similar usury

laws?
Governor YOUNG. I never heard of it. When I first went to

MimesOta, the contract rate was 10 per cent. I think about 8 yew's
ago it was reduced to 8 per cent. I think that Montana had a 12 per

cent contract rate and that since has been reduced to 10 per cent.

In Michigan, in my own Stale, the contract rate 30 years ago wit5

8 per cent and was changed to 7 per cent 30 years ago. There is a

general tendency in all States of the Union to reduce the maximum•
rate.
Mr. LUCE. Would it be a fair conclusion, then, to say to our 

western

friends, rather than lay the blame at Wall Street, they should seek
the remedy in their own State legislatures?
Governor YOUNG. If that complaint was being made, I would saY

yes. That is the quickest way to correct it.
Mr. LucE. That is all.
The CHAIRMAN. I should like to ask you this question, Governor,

in connection with the questicins that Mr. Luce has asked:
Referring to the rates of interest paid in these agricultural sections

of the country that Mr. Luce referred to in the Northwest, the Middle

West, and the South—agricultural sections particularly—the rate of

interest paid on deposits in those banks is usually higher than in the

eastern cities and States of the east, is it not? My thought goes to

some specific cases where the general rate is from 4 to 6 per cent 
on

deposits, whereas in the east we have rates that start with no 
interest

and run up to 4 per cent, as the prevailing rate. In the east, of

course, rates to borrowers are lower, whereas in those localities where

the banks pay higher rates of interest, the laws of those States 
also

permit higher rates of interest to be charged. I should like to get

your general reaction as to what the situation is there, and I 
would

also like to have you express the attitude of the Federal Reserv
e in

regard to the discount of paper by those banks that charge 8 and 
10

per cent interest and rediscount with the Federal reserve bank a
t a

lower rate of interest. Is it the policy of the Federal reserve to

admonish those people to make a lower rate to borrowers, or 
what

do they do about that?
That is a composite question and you may answer any one or all 

of

the parts in your own way.
Governor YOUNG. You asked three questions. In reply to the

first one, I would say that previous to
 1922 rates paid by banks in

the Western States—and I ani th
inking of the Ninth Federal Reserve

District with which I am familiar—we
re higher than the rates paid

by the banks in the New Engla
nd and Eastern States. After 1922,

however, many of the banks in the W
est, if not all of them, found that

they were paying an interest rat
e to depositors that was too high to

permit them to make a profit on 
the rates that they were receiving,

with the result that there was a 
general movement in the Northwest

from 1922 clear through to 1
927, to reduce the interest rate paid to

depositors, so that, generally 
speaking, throughout the Northwest

the rate was 3, 3%, and, in no c
ases that I recall, in excess of 4 per

cent, and, while I may be mista
ken, I should be inclined to say that

the rates paid in the West now are 
just about the same as those paid



he

ry

to
rs
ar

is

a

ii

BRANCH, CHAIN, AND GROUP BANKING 713

in the East, although I have been infornied that some mutual savings
hanks in the East pay as high as 43 per cent. They, of course, doHot deal with commercial borrowers. Their money is invested almost
entirely in bonds and mortgages.
The CHAIRMAN. Is that true in respect to the past two years?

Bo not the savings banks go in for investments and brokers' loans
and various other investments that exist?
Governor YOUNG. I am not familiar with the law, but I am of the

?Pinion that the law prohibits savings banks from taking collateralloans.
Mr. l'AucE. That is true, but they do it indirectly through theii

connections with national banks and, in my own State, I think the
banks are paving 5 per cent.
Governor YOUNG. I think I am safe in saying that there is not a

bank in the .ninth Federal reserve district that pays 5 per cent on
savings accounts.
Mr. LucE. I may he inaccurate about that.
Governor YOUNG. T doubt if any bank pays in excess of 4 oer cent.
Mr: LucE. I may be mistaken, but I am sure that until a short

time ago 5 per cent was paid.
The CHAIRMAN. Has the Federal Reserve Board an opinion in

regard to rediscounting paper that draws 6 per cent or above in rates
of interest?
Governor YOUNG. None whatever.

• The CHAIRMAN. You do not admonish those banks that are char-
ing excessive rates to borrowers?
Governor YOUNG. We never have.
The CHAIRMAN. You feel that is not part of your function, inas-

much as the State laws p3rmit it?
Governor YouNG. That is correct.
The CHAIRMAN. What is your opinion of these State laws permit-

ting higher rates of interest in those localities? Do you think it is
justified?
Governor YOUNG. Well, if they were not justified, Mr. Chairman,it seems to me the people of the States would repeal the laws. Theconditions and circumstances as to hazard, and so forth, are all factorsthat must be taken into consideration in establishing a maximum

contract rate. As I explained before, over the past 30 years therehas been a tendency downward, and in no case that I know of hasthe rate ever been raised.
The CHAIRMAN. Of course the continuance of those laws permittinghigher rates of interest, tends to sustain that policy?
Governor YOUNG. That is true.
Now, in so far as the reserve bank is concerned, when a bank bor-rows from a Federal reserve bank, we usually satisfy ourselves thatthe request is justifiable and, while the banks were in our debt heavilyHi 1920, in 1921, and 1922, since 1923 the requirements have beenseasonal, rather than •continuous borrowing, lasting for a period offrom three to six months, and, by tradition, the banks object to bor-rowing continuously. I do not know of any evidences at all of wherebanks have deliberately borrowed, for profit, in the last seven or eightYears.
The CHAIRMAN. Has it been your observation in those sectionsthat the change in the Federal Reserve discount rate affects the rate ofinterest charged their borrowers?

A
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Governor Yourru. We are told by member banks that it does; in
other words, when we reduce our discount rate they say they have a

demand from their customers for a lower rate because of the lower
Federal discount rate. We are told also by the borrowers that when

we raise the rate, that gives the member banks a stronger argum
ent

for charging the customers more.
The CHAIRMAN. Whether borrowing from the Federal Reserve

bank or rediscounting?
Governor YOUNG. It works both ways. The discount rate of the

Federal reserve bank is used by the lender and also by the borrower

as an argument.
The CHAIRMAN. MT. Beedy.
Mr. BEEDY. Governor Young, other things being equal, money'

does generally flow into that market where the greatest return maY

be immediately realized, does it not?
Governor YOUNG. Generally speaking, yes.
Mr. BEEDY. As suggested by Mr. Luce's questions—I think he

asked you why, we will say, in the State of Arkansas, with the State

law permitting a charge of 10 per cent interest and the State law 
of

Maine permitting 6 per cent—why does not the money flow into
Arkansas? Of course the rate of interest alone would not influence

the flow of money, would it? There must be coupled with it such a

measure of industrial activity, with an incidental demand for the use

of money which, coupled with the rate, would influence the flow?
Governor YOUNG. Many factors would influence it.
Mr. BEEDY. And is it not probably true in these States where

people do not revolt against the higher legalized rate of interest that

fundamental conditions justify it? For example, in the Western

States where they have not reached the high state of development

which we have attained here in the East, loans to the small bo
rrower

are more hazardous, in the main, are they not?
Governor YOUNG. Well, I am not going to put it quite that war,

Mr. Congressman. I think that the smaller loan requires more atten-

tion and more inspection and, obviously, if you lend $500 to a 
farmer

on a chattel mortgage, the inspection requires as much labor as a

$2,000 loan. Generally speaking, the expense of the inspection of

chattel loans runs about 1% per cent.

Mr. BEEDY. A banker, when applied to for a loan by an establishe
d

business concern, with large assets, in a highly developed community,

would naturally be influenced by the attraction of such a loan as 
against

a loan sought by a small concern just getting
 under way in a new

territory where the development and growth were problematical?

Governor YOUNG. Obviously so. We have very specific evidenc
e

of that in commercial paper, b
ankers' bills, and so forth.

Mr. BEEDY. Is that not one of the reasons why there is a 
difference

in the legalized rate in the differe
nt States and sections of the country

in the rate customarily charged 
by banks?

Governor YOUNG. That is one of the reasons; yes, sir.

Mr. WING°. I think both of you gen
tlemen are speaking without

experience in that 10 per cent territo
ry. That rate applies to a loan

to a Congressman putting up 
Government bonds as security, so that

there is not any risk.
Mr. BEEDY. I could make the re

tort courteous, but I do not care

to enter into any discussion about
 that. Personally what I am trying



111

in
a

.er

nt

ve

ae
er

BRANCH, CHAIN, AND GROUP BANKING 715

t43 bring out are the fundamental underlying conditions which justifythe institution of different interest rates and justify their main-
tenance. They are such as the governor has said obtain and he is

inot without experience, as I understand t, in the western country.
Mr. WINGO. He is from the Northwest. I do not think they havea 10 per cent rate there.
Governor YOUNG. South Dakota permits 10 per cent and Montana

10 per cent; Minnesota 8 per cent and North Dakota 9 per cent.
Those notes that I have seen out there would average, I would say,
between 7 and 8 per cent.
Mr. WING°. What I want to suggest to the gentleman from Maine

la that the reason for this has been studied by practical bankers in
that territory and it is unanimously agreed that the two major reasonsor the higher rates are the law of supply and demand and the other
18 the expense of doing business and the necessity of making expenses
and a profit for the stockholders. Those are the two major factors.I think the governor will agree with that.
That enters into the contention with respect to branch banks, that

because of the expense of doing business 
. Mr. BEEDY. And I suppose the element of risk and hazard is equally
important in connection with the maintenance of laws authorizing
(afferent rates.

Mr. WINGO. Of course the element of hazard has something to do
With that in that territory, but my general contention has been thatthe rate is the same. I mean if you walk up to a bank that is main-
taining a 10 per cent rate and put up $101000 worth of Government
bands to cover a $500 loan, you would still be charged 10 per cent.
There is no risk involved there.
Governor YOUNG. Where would they charge that?
Mr. WINGO. In any of the Southwestern States.
Governor YOUNG. I do not see why a borrower would pay 10 percent on a note secured by Government bonds.
Mr. BEEDY. Governor Young, you

i
 have testified that the funda-mental and underlying differences n conditions justify, for the mostPart, the variation in rates of interest which are charged, and prob-ably justify the continuance of State laws permitting those differences111 rates.

Governor YOUNG. In a general way; yes.
Mr. BEEDY. Exactly. In other words, the banker in Maine is nomore humanitarian than the banker in Arkansas; the banker inArkansas is just as decent a fellow as the banker in Maine; he doesnot arbitrarily rob his borrowers of that difference between 8 and 10Per cent as against the rate of the humanitarian banker in Mainewho will take 6 per cent?
Governor YOUNG. I do not think so.
Mr. BEEDY. One other thing has been gone into here. It is thefixing of the call loan rate in New York and the effect that call loanrates has on the credit situation in general. If no one objects to it,I should like to have five minutes on it.
We got to the point, in questions by Mr. Seiberling, GovernorYoung, where you said, in order for the price of securities to keep onascen. ding, there must be a continuous supply of money to make itPossible, and the higher the call loan rate goes the more attractiveibecomes the money market n New York and the more money fromthe more distant places bgeins to flow in.
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Now, do you think it is a good thing for call loan rates to go on
pyramiding until there comes such a strain on the credit situation
that ordinary borrowers engaged in legitimate business can not get
money?
Governor YOUNG. I do not.
Mr. BEEDY. I did not understand why you do not think it is wise

to limit the call money market rate, we will say, at 6 per cent?
Governor YOUNG. I am not hesitating to be evasive; I am trying

to follow this along. I have referred to Doctor Goldenweiser a little,

all of which I assume is agreeable to you.
Mr. BEEnr. Certainly.
Covernor YOUNG. If there is anything in the theory at all that a

higher rate has a restraint on a condition of that kind, obviously the
6 per cent rate from the experience I have had, would not be a re-
straint. It appeared for a long while that the higher rates of 10, 12,
and 14 per cent did not have a restraint because the market kept

continuing even under those conditions, but—
Mr. BEEDY. May I interrupt you? You and I are thinking at

cross purposes. Far from being a restraint, it is an encouragement.

It is an inducement to a further continuation of the bad condition—a
concededly had situation. The higher you raise your rates, the more

you induce the flow of money to that particular center and the more

you accentuate the movement which multiplies the possibilities 
for

evil consequences.
Covernor YOUNG. On the other hand, the more the speculator is

penalized and obviously no man could continue indefinitely with

such rates as 14 per cent and 15 per cent and expect to get a profit 
out

of his speculative transactions. Eventually the interest that he pays

would eliminate any appreciation in the value of his securities.
Now, under a 6 per cent rate, that restraint would not have been

there and while I will have to admit that, for a long period it seemed .

as if the higher rates did not have an effect on speculation, obviously,

in the last analysis, they did have some effect and were a contributing

factor in controlling that situation.

Mr. BEEDY. During that time, when the rates were mounting

in the call money market, the Federal Reserve Board in October—

was it October when you sent your letter of warning?
Governor YOUNG. February.

Mr. BEEDY. February of this year?

Governor YOUNG. February of 1929.

Mr. BEEDY. February 1929?
Governor YOUNG. Yes. It was February 6 or 7. I have forgotten

which.
Mr. BEEDY. You sent out your first letter of warning and from t

hen

on it was the policy of the board to 
do what it could to curb further

extension of credit, was it not?

Governor YOUNG. Correct

Mr. BEEDY. Now, the late Gov
ernor Strong, governor of the

New York bank, testified a year
 or two ago that from the time the

Federal Reserve Board began to 
increase its rediscount rate or de-

crease it, according to the results 
it hoped thereby to assist at least in

attaining, a period of about six months 
elapsed before the first con-

sequences of that step begin to be o
bserved. Would you agree

with that statement?

1
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Governor YOUNG. Well, the period would be different—and
am just trying to think of the last period. The Federal reserve
System started a firming-up policy about in November, 1927. That
would bring it up to April. I should say that it was just about six
Months before any effects were seen.
Mr. BEEDy. His testimony was that as he looked back over the

°Aerations of the Federal reserve system, it had taken about six
Months for the machinery to turn out results.
Your letter of warning started in February. That would bring

US lip, if that six months' period obtained, into August. The call
money rate, in the meantime, was firming up. Do you recall what the
Can money rate of August, 1929, was?
, Governor Yourta. I think the call money rate had dropped a bit
°37 August. It had dropped somewhat. It was 8% at that tune—the
average rate.
Mr. BEEDY. That is a fairly high call money rate, is it not? It is

more than twice the present call money rate.
Governor YOUNG. It is very high.
Mr. BEEDY. From that time on how did the call money rate stand?
Governor YOUNG. The call money rate, on an average—
Mr. BEEDY. From then on up to October, when the crash or break

Governor Youxo. I find I was mistaken in my statement. The
•call rate was—it dropped down to as low as 7% per cent but at the
eginning of August it was pretty close to 10 per cent on an average.
loward the end of the month it dropped to 8 per cent and at the time
of the crash in the stock market the call rate was about 6 per cent.
. Mr. BEEDY. In other words, in August a 10 per cent rate prevailed
In the call money market?
Governor Yourio. In the early part of August.
Mr. REEDY. In other words, in about six months from the February

\Yarning, your call money market rate had gone up to a point higher
than that which obtained when the crash itself came?
Governor YOUNG. That is correct.

„ Mr. BEEDY. Of course that rate fluctuated during the months of
4Une, July, and August to the extent of 1 or 2 per cent according as
looney flowed in from, we will say, places where it had been theretofore
11/Attracted by the call money rate or for some other reason which,lot the moment, increased the supply of available funds in New York
City?
Governor YOUNG. Correct. The highest average was in April or
'vlaY of that year.

Mr. BEEDY. Between February and August, 1929, the Federal
Reserve Board was finding that legitimate borrowers were not able
to be accommodated to meet demands of industry, were they not?
. Governor YOUNG. We had complaints in reference to that. We
Investigated through many sources and felt that in the great majority
of cases business was being taken care of.
Mr. BEEDY. I am surprised at that because I understood the posi-
pen of the board to be that the fundamental justification for theirbruary warning was the failure of the legitimate borrower, the
Man engaged in industry, to be accommodateel
Governor Youxo. I think the warning specifically stated that

they anticipated that it might develop to a point where it would be a
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deterrent to business. I do not think they took the position that it

had been a deterrent up to February.
Mr. BEEDY. Probably I am wrong but you say you investigated

the rumor. How did you investigate that rumor? I am now referr-

ing to the rumor that legitimate borrowers were not being accommo-

dated between February and August of 1929?
Governor YOUNG. I dispatched a telegram—I do not know whether

it was just at that time or some time before that—to all the Federal

reserve banks to make a careful inquiry in their own territory as to
whether business was being denied credit and whether high rates were

a real deterrent to business at that time, and if I remember correctly,

the replies we got back were that up to that time it had not operated

as a deterrent to business, although rates were higher.
Mr. BEEDY. If the call money rate had not mounted to 20 per cent,

do you believe there would have been anywhere near the amount of

money available in New York City for the purchase of securities that

was available?
Governor YOUNG. I think so. That was a world market and I

believe that they could have gone across the water and borrowed

the money in a circuitous way and then transferred the funds here

and handled the situation in that way. International finance natur-

ally enters into the call loan rate.
Mr. BEEDY. Exactly. They could have gone abroad and borrowed

it, if what?
Governor YOUNG. If the lenders across the water were willing to

lend, as they apparently were.

Mr. BEEDY. I am asking you to keep in mind the call money rate

as a factor in the situation?
Governor YOUNG. Suppose they could not make a loan of that kind

in New York City. There would be nothing to prohibit their making

the loan in London or Paris or elsewhere. They could go all over the

world to get that money and would have gone.

Mr. BEEDY. Suppose some one had the power to pass a law or had

passed a law which held the call-loan rate at 6 per cent in New Yo
rk

City and money would not as easily have flown into New York City,
yet you say that, granted a sufficientl

y strong combination of capital,

so minded, they might have gone across the water and made a deal
 to

get capital further to boost prices in this country?

Governor YOUNG. They might have.

Mr. BEEDY. That, of course, would depend on whether there was

surplus funds available in foreign countries?

Governor YOUNG. Or even in this country. Our own funds could

be sent to those countries and loaned ther
e and transferred back here.

Mr. BEEDY. It would be possible only when business itself in th
e

various sections of the country was not developing to such an ext
ent

that the demands for further credit absorbe
d the available funds in

the various localities?
Governor YOUNG. That was a tremendous volume, Mr. Congress-

man, as shown by the brokers' loans for oth
ers which aggregated in

the neighborhood of four or five 
billions of dollars, I think—four

billion at the maximum.
Mr. BEEDY. Assuming that the call rat

e could never go above

6 per cent and assuming there are 
no available funds abroad. Before

a bull market can be continued w
ith profit to the operators in that
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market, there must be a decline in business throughout the country
generally and a let-up in the demands for credit generally by legitimate
borrowers before they can go out with a rate of 6 per cent and induce
further capital to come to New York?
Governor YOUNG. There is an old saying that if the rate is high

enough, it will draw gold out of the ground, and it will.
Mr. BEEDY. That is why I asked you if you do not think it wouldbe highly desirable for some legislative body, having the power, to

limit the call loan rate?
Governor YOUNG. No; I do not think so. I think that if there is

another bull movement started in the country and the speculators
are so ambitious for funds that they are willing to pay the rates
they paid before, that that credit would be produced in some way_
some circuitous way.
Mr. BEEDY. But I say if industry absorbed all available funds inthe various localities of the country and the world, where would you

get money unless you had some higher rate as an inducement?
Governor YOUNG. Well, I suspect somebody would manufacture

some credit.
Mr. BEEDY. Governor, as a matter of logic, if business is demanding

credit--if business is on the upswing and is demanding credit which
takes up the available funds of banks throughout the country and
the bankers are loaning their money and getting their 6 per cent
return, and they can not get 7 per cent in New York City under the
call loan 
not? 

rate, they are going to loan their money at home, are they

Governor YOUNG. The first procedure they follow is to buy
bankers' bills and Government bonds and anything that offers the
best yield and the best possibility of profit.
Mr. BEEDY. But they will not go away from home when they

Can use their money there and get 6 per cent when, to go away, it
will not yield them any more than 6 per cent, no matter what
they buy?
, Governor YOUNG. Business would not get the 6 per cent rate
toeally. They would get what the local bankers would pay, which
would be probably 2 or 3 per cent.
Mr. BEEDY. Why, business men can not borrow money at 2 or3 per cent.
Governor. YOUNG. You are speaking about the borrower?
Mr. BEEDY. Yes.
Governor YOUNG. I thought you were speaking about the lender.
Mr. BEEDY. As long as borrowers can take money from their local

banks in order to satisfy the needs of their business at 6 per cent,
those banks would rather lend it at home?
Governor YOUNG. That has been my observation. They take careof the local industries first.
Mr. BEEDY. If they can get 8 per cent in New York, it is human

nature they would divide up—fairly equitable perhaps—some of the
money at home to meet the local needs and skimp out a little tosend to New York to make more profit out of the call money rate?
Governor. YOUNG. The bankers deny that.
Mr. BEEDY. Oh, well 
Governor YOUNG. I think it was done to a certain extent, butnot in large volume.

100136--30—vot 1 PT?— -2
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Mr. BEEDY. From your experience, do you think there is a bankerin the country that would not try to take a little of his money andsend it to New York where he can get, on perfectly good security, 8per cent, rather than lend it all out at home at 6 per cent?Governor YOUNG. No; my observation among the bankers in theinterior of the country was that they continued to lend at home moneyon which they could get much more interest by sending it to NewYork.
MI'. BEEDY. What about the small banks?
Governor YOUNG. Some of the small banks lent their surplusfunds, as well as the large banks.
Mr. BEEDY. Would they lend as much of their surplus funds whenthe rate is 20 per cent as they would if it stays at 6 per cent?Governor YOUNG. No; not as much.
Mr. BEEDY. It would be a pretty good idea, then, to have some-body limit the call money rate on the ground that the human ten-dency would be not to make it as easy to bull the prices of securitiesas would otherwise obtain, would it not?
Governor YOUNG. There are so many other factors you have totake into consideration, Mr. Congressman, that I believe that thefactor that you stress so much is insignificant in comparison with theothers.
Mr. BEEDY. We can not take them all into consideration. Wehave to deal with them one at a time, but this factor has someinfluence.
Governor YOUNG. It has some.
Mr. BEEDY. And I say, would it not be a wise thing to start inwith this one factor which has a tendency to induce a flow of moneyin great quantities to a single center, when we are on the upwardswing, by limiting the returns which can be realized by sending funds

to such center?
Governor YOUNG. I do not see how you can do that, Mr. Congress-

in an.
Mr. BEEDY. Possibly we can not, but waiving that for the

moment, I am trying to get an answer as to whether or not it would
be a wise thing to take that one factor and deal with it in such a way
as would have a tendency to be helpful and prevent these wide
swings in prices.
Governor YOUNG. Mr. Congressman, I could not answer yes to

an inqtliry that I do not see a solution of.
The CHAIRMAN. May I make an observation here, Mr. Beedy?
Mr. BEEDY. I do not want to be swung off this line of thought.
The CHAIRMAN. You will not be swung away from your line of

thought. I simply want to observe, because of this situation in
regard to high rates in New York City during the period you referred
to here, that it was necessary for Pennsylvania to change its usury
laws in order to hold funds in Pennsylvania that were flowing into
New York; in other words, the banks of Philadelphia felt they should
have the same right to lend money at the rates New York had to
protect their own funds in Philadelphia; otherwise they were being
sucked into New York on account of the high rates there.
Governor YOUNG. That was true also of Illinois. But meanwhile

those banks maintained a 6 per cent rate to business.
The CHAIRMAN. I do not know as to that.
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Governor YOUNG. But I do.
The CHAIRMAN. They are not in the habit, I know, of sending

'Willey into New York, when they can hold it and get the same rates
at home, but the situation did arise where they changed the usury
laws in Pennsylvania so as to conform to the laws in New York
Whereas, if New' York had a law such as Pennsylvania, the rate would
have been held down to 6 per cent.
Mr. BEEDY. You have answered my question partly when you

!it.Y., of. course, if we make the rate of return on money high enough it
Will drag gold dollars right out of the earth.
Following that thought, brokers' loans advanced from, we will

say, the spring of 1929 from between four and five billion dollars to
right around—what did they go up to in August, 1929?
Mr. GOLDENWEISER. The peak was $6,900,000,000.
Mr. BEEDY. What month was that?
Mr. GoLDENwEisEtt. October.
Mr. BEEnv. What were they in the spring of 1929?
Governor YOUNG. $5,400,000,000, approximately.
Mr. BEEDY. SO, in six months, they went over a billion and a half

dollars. Would that be an accurate statement?
Governor YOUNG. About a billion and 'a half.
Mr. BEEDY. Where did that money come from?
Governor YOUNG. From all over the world, in my opinion.

BEEDY. You think the call money rate had anything to do
With it at all?
Governor YOUNG. The ea11 loan rate had a great deal to do with, 

it—the high rates—up to, say, September, when the rates were
frequently above 10 per cent, but there was a tremendous inetease
In those brokers' loans even after the rate went down.
Mr. BEEDY. Exactly, because by the mere change in the rates,

You can, not cause the business world to readjust itself in a moment.
It. takes approximately six months for the tangible results to be
evident to the ordinary person and even to the banker himself.
That continued increase in brokers' loans and the attendant. increase
in price of securities was not a good thing, was it?
Governor Youxu, Not in my opinion.
Mr. BEEDY. You have just said that one of .the very considerable

factors in the situation was the high rate of interest on call loans.
Therefore, does it not follow, as a logical conclusion, that if the call
loan rate had been fixed, it would have at least had a tendency to pre-
Vent that. additional increase of a billion and a half in brokers' loans
HI a six months' period in 1929?
Governor YOUNG. Not in my opinion. They would have gotten

that money from other sources in a circuitous way.
Mr. BEEDY. it would have made it more difficult for them, at least,

Would it not? Here VMS the money available in New York City. It
was easy to step Out of one door and into another and get the money.
Governor YOUNG. 1 do not think so. I think that is what put' the

rate up, because money was not available. Certainly the New 'York
hanks attempted to check this and if you will take their brokers'
loans figures from 1927 clear through to October, 1929, there is very
little difference in the amount they lent. It is the fact, that they did
Rot lend that. forced the borrower to put his bid up so that it invited
the entire world to come there with then funds. Generally speaking,.

721
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Mr. Congressman, there was a tendency upon the part of all banks of
the United States to control the situation.
The thing that seriously interferes with any control of it—and I

do not know that they could have controlled itr—was the so-called
bootleg loan of funds coming from some source. If they had not
come from one source, they would have come from another and if
they had not come directly they would come indirectly. It was
the lack of funds that put the rate up.
Mr. BEEDY. If you put the rate high enough—or, if you can not

put the rates high enough, those funds will not come.
Governor YOUNG. They will come in a circuitous way just as sure

as I am sitting here.
Mr. BEEDY. They have to be used by somebody, do they not?

Money is to be used by some one. 
iGovernor YOUNG. Yes, t has got to be used.

Mr. BEEDY. Now, you are going.  to. let the fellow use the money
that pays you the most, other things being equal?

Governor YOUNG. Yes.
Mr. BEEDY. If you get the call money rate high enough in New 

iYork, you will let that fellow n New York use it?
Governor YOUNG. Not all of it.
Mr. BEEDY. Well, as much as he can get hold of with safety, and

retaining enough to satisfy the local interests at the same time?
Governor YOUNG. Yes, sir, and credit is pyramided. You know

that?
Mr. BEEDY. That is true.
Governor YOUNG. Those high rates tended to pyramid credit and

expand credit. That is the one position the Federal Reserve took.
It did not take any position with reference to the prices of securities.
It took the position that this considerable expansion of credit for
this particular purpose eventually would work to the harm of the
business interests of the country, and all their efforts were used to
curb that tremendous expansion.
Mr. BEEDY. Now, following up this testimony of Governor

Strong's, that it takes about six months for the machinery of the
Federal Reserve Board to work out results, you .began to cut down
your rediscount rates in 1929 when?
Governor YOUNG. The first rate reduction was in November, I

think. November 1, the New York rate was reduced from 6 to 5
per cent.
Mr. BEEDY. And the next reduction was?
Governor YOUNG. November 15, to 4% per cent.
Mr. BEEDY. And the next reduction?
Governor YOUNG. February 7, 4 per cent. The last reduction

was March 15, 3% per cent.
Mr. BEEDY. Now, then, along in the middle of this summer,

unless the Federal Reserve Board—the latter part of the summer—
unless the Federal Reserve Board changes its policy of doing what it
can to ease the credit situation, let us see what will happen in the
prices of securities.
Governor YOUNG. You are not making an inquiry of me?
Mr. BEEDY. NO; I say let US See.
The CHAIRMAN. Governor, supposing a .banker in Fargo, N. Dak.

wants to lend some money in the call market in New York. I merely
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mention Fargo by way of illustration. It might be Memphis or any
other part of the United States. What method do they pursue in
lending that money?
Governor YOUNG. They wire the New York correspondent to

charge their account a certain amount and invest it in call loans.
The CHAIRMAN. There is a limitation to lending money to brokers;

that is, an individual or an individual banker, unless they go through
a New York bank, can not lend money on the call market?

Governor YOUNG. What is that, Mr. Chairman?
The CHAIRMAN. A bank in Fargo, N. Dak., can not lend money

On the call market without going through a New York bank?

Governor YOUNG. It is a matter of procedure and not law.
The CHAIRMAN. All these brokers' loans have to be made through

a New York bank?
Governor YOUNG. That is correct.
The CHAIRMAN. A Chicago banker can not lend money in New

York—I am speaking of brokers' loans—without going through a
New York bank?
Governor YOUNG. That is the procedure, if I am correctly informed.
The CHAIRMAN. Do I understand this to be a practice which has

grown up in recent years—the question of banks throughout the
country lending their surplus funds in the New York call loan market?
My understanding is that that has developed somewhat in this man-
ner, and I should like to have you check me up on it if I am wrong,
that the large New York banks are largely responsible for this develop-
fluent of country bank loans in the call money market and loans for
the account of others, through their practice of getting business
throughout the country; in other words I have been told that a busi-
ness concern or a bank that kept, say, $3,000,000 on deposit in New
York, would be approached by a New York bank and asked to trans-
fer their account to that bank, and as an inducement to do that, they
Nr11 say, "We will lend $2,000,000 of that on the call market if you
Will keep the other million on deposit with us."
.Through the operation of that plan they have built up a large

"Filentele and have induced country banks to lend their surplus funds
in the call-loan market and have also induced industrial concerns with
surplus funds, concerns with attractive and profitable accounts for
banks, to do the same thing. This development is due apparently
to the large banks going to the small, banks and offering the oppor-
tunity of lending their money at twice the usual rates in the call-
loan market. Do you know anything about that?
Governor YOUNG. I have never had any actual experience with it

'Myself, Mr. Chairman, but I am told that has been the procedure.
Mr. BEEDY. You stated that the call-money rate got to a point

Where it was no longer profitable or would reach a point where it was
no longer profitable to carry the stocks and make money and that, as I
understood you to say, contributed to the collapse of the market
last fall.

Governor YOUNG. In my opinion it had an effect; yes.
Mr. BEEDY. Was it not rather the fact that, even though a 20 per

cent call-money rate obtained, they were not able to get any more
money, and so had to stop?
Governor YOUNG. No; the money was always forthcoming from

some source. 1
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'8011rces or from a mySterious source. Either one of two things hap-
Pened—either somebody somewhere stopped manufacturing credit,

m pr else, as the figures would see to indicate in the New York bank-mg situation, the available funds either for brokers' loans or for
borrowings by banks began to fall off.
Governor YOUNG. The demand began to fall off. The funds were
,tIlwaYs available there, and that is what that call loan committee
"oes; they fix the rate that will bring those funds, so that there will
be no shortage.

that, 
Mr.WINGO. Right in that connection, before you get away from

a Mr. Beedy, attention should be directed to those figures that
gave a while ago so as to have the full picture, those figures show-

ing a drop of about a billion dollars; and you should also consider
the fact that there was an enormous drop in the value of the stocks
and that there was a greater volume of stocks carried, even thoughit took a billion less, because the general average of stocks dropped
very greatly. And I suspect the actual facts were that there was
a larger volume of stocks carried. In other words, they took care
of them, as the governor states, when the crash came, but it took less
dollars in loans to take care of a larger volume of stock.
You catch the point I am making?
Mr. BEEDY. That is a fact. .
Mr. Seiberling, wanted me to yield to him.
Mr. SEIBERLING. Governor, if your theory is correct that there

was always sufficient money in New York, then why did the call
Money rate go up?
Governor YOUNG. During that period?
Mr. SEIBERLING. Yes.
Governor YOUNG.. It went down.
Mr. SEIBERLING. I am talking about prior to that time. Why didthe rate on call money go up if they always had sufficient money in

New York?
• Governor YOUNG: It was the rate that brought it there. For
Instance, you may have a shortage of $30,000,000 in the call loan
situation to-day, and this committee that we were speaking about
the other day sizes that situation up. We will say that there is a rateOf. 4 per cent at the moment, and they figure that a 4% per cent rate
Will bring that money in, and they ma change it at 11 o'clock, and
they are still short and they will raise it.to 5 per cent, and that maynot bring the money in, and they will raise it to 5%, and, if that doesnot bring the money in, they will raise it to 6 per cent, and before the
close of business that night they will have a rate that will bring that
Money from some place in the United States by telegraph.
Mr. SEIBERLING. But the call money rate went up because theydid not have sufficient call money in New York?
Governor YOUNG. At the time, but the rate always brought the

Money and credit.
Mr. SEIBERLING. But when they got the rate away up and it still(lid not bring the money, something had to happen, did it not?
Governor YotTNo. It did bring the money, Mr. Congressman.
Mr. SEIBERLING. But there is a limit to the amount of moneyYou can get even in New York at any call money rate, is there not?
Governor YOUNG. A theoretical limit, yes.
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Mr. SEIBERLING. Well, the estimate is that it was $58,000,000,000
that was lost in the stock market crash in paper values. Is that

correct?
Governor YOUNG. I have heard estimates much higher than that.

Mr. SEIBERLING. That is as much as all the deposits of all the

banks in the country, is it not?
Governor YOUNG. Yes.
Mr. SEIBERLING. SO that putting this money in New York is

very serious thing for the country. The banker might continue to

carry his old loans, but he would not encourage any new business

or enterprises or anything of that kind in dealing with a customer

from whom he could not get more than the usury rate in his State

when he could lend the money at 15 to 20 per cent in New York,
would he?
Governor YOUNG. I think he would.
Mr. SEIBERLING. It is contrary to human nature.
Governor YOUNG. No, I do not think so. If I am running

commercial bank, I am interested in my community and in the

industries in my community, and if I can make a good loan to
permanent customer at 6 per cent, I would hesitate before I would

lend to a temporary borrower at 18 or 10 or 12 or 14 per cent, because

the local customer is going to be with me forever.
Mr. SEIBERLING. You would just put him off for a few months?
Governor YOUNG. I would not do that.
Mr. SEIBERLING. You would not do it, but, as a matter of fact I

know it was done.
Governor YOUNG. I tio not think it was done in the majority of

cases, Mr. Congressman, and I say that with all sincerity. I believe

that the bankers of the country—
Mr. BEEDy. Of course, we do not know about that. NobodY

knows about it, but it is clear from your testimony that the call rate

does now suffice to bring money into New York when they want 
it,

and if the then existing rate does not bring it in, they put it up 
until

they get it in New York, and in getting it into New York they brought

about a bad situation in the market, and we are feeling the conse-

quences of it at the present time.
Governor YOUNG. That is correct.

The CHAIRMAN. Following up my questions of a few moments 
ago

one of the problems which confronted you as the head of the 
Federal

reserve system, I inferred from your testimony, was the lack of 
con-

trol over the money that came into this market for the 
account of

others and country banks. Am I correct
 in that? You referred to

them as bootleg loans.
Governor YOUNG. Lack of complete control. We did have so

me

surveillance over it—for instance, we watched the situation 
very

carefully and would not permit a member bank to borrow from 
us and

then turn around and lend on call s
olely for profit.

The CHAIRMAN. But that was one of you
r problems, the fact that

there was money coming in over w
hich the Federal Reserve Board

did not have junsdiction?
Governor YOUNG. I will go a little bit further than that and 

saY

that the member banks did not have juris
diction.

The CHAIRMAN. The point I am getting 
at is that this New York

call loan money market is limited by 
the rules in New York. New

Im
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York banks introduced bootleg loans into the call-loan market, theyintroduced the country banks into that market, and they introduced

p° to 
e business concerns of the country into that market, because those
ans had be made through the New York banks. Therefore Ini assuming that the New York banks were largely responsible for
"ringing that money into New York.
Now, I would like to ask whether or not that situation could not beremedied either by rules and regulations of the stock exchange per-

taining to those brokers loans, or through putting limitations on the
'New York banks as to the amount of money they can loan for accountof others, and, if such loans are made, whether they could not be
regulated to a great extent by requiring reserves against those loans

the same manner as the banks are required to keep reserves against
u.ePusits, because it has been clearly proven in this particular situa-
1;i011 that there is no difference between the total aggregate of those
rokers' loans in New York City and deposits in those banks in New
York City—in other words, when those loans were called, the New
York banks had to meet them just as they would demands from their
Customers for the withdrawal of their own funds.
Governor YOUNG. Mr. Congressman, experience is a great teacher,and I suspect that the New York banks worried enough about that

situation during 1928 and 1929, so that they are giving a great deal
of thought to it. I have been informed that some studies are being
°lade of it to see what can be done. I hope something can be de-
veloped.
. Mr. BEEDY. I am through but would tie all my questions up to the
Issue by asking you one question.
In your opinion, is it going to be easier through call-money rates or

Other banking devices in New York City to get funds into that center
under a group-banking or chain-banking or branch-banking system
than it would be under a unit banking system? Is not one of the
arguments for this branch banking movement the mobility of funds
8ad the advantages of the system?
Governor YOUNG. That is an extremely hard question to 'answer,

41.r: Congressman. The answer, I suppose, would be determined
le!Itirely by the attitude of the unit banker or the attitude of the group
°anker or the attitude of the branch banker.
Mr. STRONG. How are you going to control the attitude?
Mr. BEEDY. We can not go into that. Here is an opportunity, a

Possibility under a call-loan rate of 20 per cent, to get returns far in?).Ecess of any to be realized in any other interest market, and here is a
Dig bank in New York City, in a group or a chain, extending clear
cross the country. All it has to do is to wire these banks and say,Ship us so many thousand dollars." Is not that a fact?
YVe will not go into the attitude or the psychology of it, but it isPing to much easier, as a matter of practical banking operation, to",avp that money there in New York and more quickly under a group,

or branch banking system than it would have been if consolida-tions, had never been permitted or branch banks were never authorizedthroughout the country?
Governor YOUNG. Under a branch banking system, of course, they,Would have those funds in New York, theoretically; that is wherethe books would be kept. In the case of a group bank where theyattempt to maintain local autonomy, the possibilities are that the
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local bank had lent the money long before the central bank would
have wired them.
Mr. BEEDY. Of course.
Governor YOUNG. The bank would not leave $200,000 lying around

idle with a high call rate in New York.
Mr. BEEDY. Of course, they could not do anything unless the banks

in the g 
in 

had available funds for loaning purposes, but, if they had,
it wou'Id be easier to get them n New York where they control the

i 
l

system or part of t than where they have to deal with' independent
banks.
Governor YOUNG. I do not think so.
Mr. BEEDY. Why not?
Governor YOUNG. If I am an independent hanker in Minneapolis,

Minn., I can get money on call inside of an hour's time and get it
out just as quickly.
Mr. BEEDY. But you have to ask somebody else about it; you can

not issue an order merely.
Governor YOUNG. 1 just have to wire my correspondent in New

York to charge my account and put so much on call, and, if I want
it back, I wire, "Call the loan and credit my account."
Mr. BEEDY. So that this argument which has been advanced here

that there is an advantage under the branch-banking svstem in that
it provides easier mobility of funds is not tenable, in your. opinion?,

Governor YOUNG. Mobility of funds to lend on the New York Stock
Exchange?
Mr. BEEDY. For any purpose—getting funds and credits from one

section of the country to the other in the group or chain or in the
line of branches?

Gcvernor YOUNG.. Yes; I think there is something to the argument;
but do not misunderstand me 
Mr. REEDY. How can you answer that question "Yes" and the

other question "No"?
Governor YOUNG. Because the argument for those funds wits to

get thern. into the interior and not in New York City.
Mr. BEEDY. Do you mean to say, then, that it would be easier to

get funds out of New York City In Into the interior under a bramh-
banking system than it would be to get funds from the interior into

New York City?
Governor YOUNG. That is the argument of the Comptroller of the

Currency, and an argument that I am inclined to agree with.
Mr. BEEDY. Now, I think it would b ie nteresting to have us under-

stand why that is so. I have never grasped it.

Mr. WINGO. May I make a suggestion there? If I were to attempt

to set forth the advantages of branch honking, I would say that the
re

would be greater efficiency of control in a large bank with br
anches,

with a quicker perception of the danger of keeping the money in 
the

c all-loan market, and ia quicker tendency to pull t back to meet the

needs of the interior.
Mr. BEEDY. It works both ways.
Mr. WINGo. I was moved to say that because you were about 

to

infringe on my right; you have gotten over on my side, and, 
so, to

keep the balance, I have gotten over on your side.

Mr. Muni-. 1 do not know what you are talking about.
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Mr. Arnioo. Did you never play the old game of "shinny"?
Mr. BEEDY. Yes.
Mr. WING°. You were "shinnying" on my side.
Mr. BEEDY. What is your position?
Mr. WiNcio. My side is against branch banking, and, if you get

over,. on this side, against branch banking, I just thought I would
gravitate to the other side.
. Mr. BEEDY. I want to get all the facts. My thought was that it

.easier under a branch banking system to get funds out of New
York City if the attitude of the banker in charge of the branch system
Is such as to take that step, and that it is likewise easier to get money
OUt of the small localities into New York it is believed that greater
returns for the moment under a branch banking system or group
banking system may thus be realized than would otherwise be thecase.

Governor YOUNG. I probably did not catch your former query.
Obviously it would work both ways.
The CHAIRMAN. Mr. Strong, it is your turn to question the

Governor.
L. Mr. STRONG. Mr. Chairman, 1 want to examine the Governor on
'11±iInch, group, and chain banking, but this subject that has come up

thi5. morning is producing such a fund of .information in favor of it
Policy of the Federal Reserve Board stabilizing the price of money
that I want it continued, and I yield to Mr. Fort. 

iThe CHAIRMAN. I understand Mr. Fort s, then, to proceed.
Mr. FORT. 1 want to ask one or two questions in reference to

matters that have not been touched upon.
Customarily, Governor Young,. call loans are not accompanied by

t_11Y deposit from the borrower with the bank from which he securestee loan, are they?
. Governor YOUNG. So far as the bank that lends the money in the
Interior is concerned, I do not think so. What arrangements a broker
'nay have with the New York correspondents about compensating
balances, 1 do not know.
Mr. FORT. As I get the practice, and certainly this is true as it

/.81ates to my own -bank, if we lend money on the New York call
market through our New York correspondent, we compensate that!lorrespondent by a commission on the interest, but we get no depositsIn Newark from anybody to compensate for the amount we loaned on
van in New York.
, Governor YOUNG. That is correct, unless you would make a timeloar, direct to that broker.
Mr. FORT. I am speaking of call loans only. Now, that differsiroin the usual rule of American banking, of requiring the borrowerO niaintain a deposit account with the bank that loans him the money,does it not?
(iuvernor YouNG. That is true, with the exception of commercialpaper and bankers' bills.
Mr. FORT. Consequently, the bank has not the same opportunityIO profit out of a call loan at 6 per cent when commercial loans in hisYlcinitv are at 6 per cent, because it has no compensating depositlrom the borrower on which it pays but 2 per cent or nothing.
Governor YOUNG. That is correct.

729



730 BRANCH, CHAIN, AND GROUP BANKING

Mr. FORT. In other words, it is not lending him back part of his
own money?

Governor YOUNG. No.
Mr. FORT. So that if you were to have a fixed call-loan rate, and

desired to preserve the call-loan market, you would have to allow s
higher charge for interest on call loans than on other loans, would you
not?

Governor YOUNG. That is correct.
Mr. FORT. Now, the method of making call loans is that certain

money brokers on the New York Stock Exchange handle those loans

for all accounts, do they not, banks and nonbankers?
Governor YOUNG. In 90 per cent of the cases; yes.
Mr. FORT. And those money brokers make loans sometimes, we

will say, of $5,000,000 in a single loan, which represents the money of

40 or 50 different lenders?
Governor YOUNG. It may be.
Mr. FORT. In one single loan?
Governor YOUNG. It may be.
Mr. FORT. That money broker gets a compensation for his services

as the intermediary, based on the amount he places, does he not?
Governor YOUNG. I do not know, Mr. Congressman, whether that

is so or not.
Mr. FORT. I think that is the fact.
Governor YOUNG. Well 
Mr. FORT. Now, in the peak of the money trouble last fall, the

major part of the money loaned in New York on call was for the

account of others and not for the account of member banks—is not

that true?
Governor YOUNG. That is correct.
Mr. FORT. And that meant not merely loans for other banks, non-

member banks, but also very substantial loans for the account of

business corporations and other types of financial institutions, did

it not?
Governor YOUNG. That is correct.
Mr. FORT. There was nothing to prevent—and, indeed, it was

done, was it not—the money brokers from handling the money for

the account of nonmember banks directly without the intervention

of any bank? For example, let us take the United States Steel Cor-

poration' when it placed a call loan in the New York market of

$30,000,000 or $40,000,000, it was placed through its own broker and

not through its bank, was it not?
Governor YOUNG. I do not think so; it was placed through its

bank.
Mr. FORT. But not invariably.

Doctor GOLDENWEISER. Not invariably.

Mr. FORT. Many of the large industrial corporations maint
ain

their own lending offices, do they not?

Governor YOUNG. Not that I know of.

Mr. FORT. I thought they did. Many of 
the insurance companies

and other institutions of that sort m
ake the loans at their head

offices and not through their banks.

Governor YOUNG. That is all news to me.

Mr. FORT. And there are many private bankers who loan 
direct,

are there not?
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Governor YOUNG. Yes; private bankers.
Mr. FORT. And when those men lend on call, they withdraw a

deposit from a bank, do they not, in order to make a loan?
Governor YOUNG. In the great majority of cases.
Mr. FORT. The tendency of the high loan rate on call last year was

toward a reduction in deposits in the New York banks, was it not?
Governor YOUNG. I will have to check those figures.
Mr. WINGO. Reduction of local deposits?
Mr. FORT. No; total deposits.
Governor YOUNG. Net demand deposits of reporting member

banks of New York City between January and October 2 ranged
from a low of $5,106,000,000 on August 2 to a high on January 2 of
$5,682,000,000, and that $5,682,000,000 really should not be taken,
because that is after the period that I have 
Mr. FORT. Now, the 1st of February.
Governor YOUNG. $5,354,000,000.
Mr. FORT. So that there was a decrease of $200,000,000 between

the 1st of February and August?
Governor YOUNG. Approximately.
Mr. FORT. And that is the period when the highest call money

rates prevailed, is it not?
Governor YOUNG. Correct.
Mr. FORT. Now, deposits increased after the collapse in the call-

rneney rate which accompanied the collapse in the stock market,
did they not?
Governor YOUNG. They increased very rapidly in New York City.
Mr. FORT. They went up from what?
Governor YOUNG. The peak of demand deposits, according to my

figures here, occurred on October 30, when they mounted to $6,851,-
000,000.
Mr. FORT. And that was just at the time of the big crash?
Governor YOUNG. That was right at the end of it.
Mr. FORT. The crash went on into November.
Governor YOUNG. I mean that there was a very severe period

from October 23 to November 1.
Mr. Fora. Was not this in very large part due to the return to the

banks of money which had been previously loaned for the account
of others?
Governor YOUNG. That is correct. What happened in October—

that is from October 23 to November 1—is that the New York banks
to save that situation (as the loans were called by country banks and
by others, apparently through fear, because they had no use for the
money), took the loans over, thereby increasing their loans, and the
Country banks and others left the money on deposit with the New
York banks so that there was a very rapid increase in loans and a
very rapid increase in deposits in the New York reporting member
banks during that week.
Now, all that the New York banks needed to handle that situation

Was the additional reserve that they were required to carry with the
Federal Reserve bank on the increase in deposits, and that is whatthe New York banks did during that period.
Mr. FORT. What happened to time deposits in that same period,

between the 1st of February and the high point? What were the low
and high dates?
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Governor YOUNG. We will take February 1. Time deposits, New
York reporting member banks, $1,200,000,000. On August 28 there
were $1,189,000,000, practically no change.
Mr. FORT. What were they on the 30th of October?
Governor YOUNG. $1,257,000,000.
Mr. FORT. That is an increase of nearly $100,000,000.
Governor YOUNG. From February, an increase of $57,000,000.
Mr. FORT. But from August 
Governor YOUNG. From August, $100,000,000.
Mr. FORT. So that apparently between the low date of deposits in

August, which was also at the time when the money rate was running
very high and the time of the low money rate that followed the
crash, there was a substantial increase in deposits with the member
banks in New York City, both time and demand?
Governor YOUNG. There was an increase of $300,000,000.

iMr. FORT. Now, n that same period after the crash, would not
the more significant figure be the total loans on collateral?
Governor YOUNG. I am inclined to think so.
Mr. FORT. What was the figure covering total loans on collateral

in August?
Governor YOUNG. In New York, or throughout the United States?
Mr. FORT. In New York.
Governor YOUNG. My previous reply to you applied to the entire

United States.
Mr. FORT. I appreciate that. I want to get New York first.
Governor YOUNG. I am givmg you New York. Reporting member

banks on January 30, loans on securities, which included brokers'
loans, were $2,795,000,000.
Mr. FORT. What about the latter date?
Governor YOUNG. On October 30 they were $4,205,000,000.
Mr. FORT. What were they on that August date in between?
Governor YOUNG. On August 28 they were $2,819,000,000.
Mr. FORT. So that between February and August the figure is

about the same, but by October 30 the loans on collateral had risen
$1,300,000,000 by the New York banks?

Governor YOUNG. Correct. That practically all came in the week

of October 23 to November 1st.
Mr. FORT. And that raise represented the transfer of securities by

individuals from their broker's account to their bank, did it not?
Doctor GOLDENWEISER. Where customers borrowed directly from

the banks instead of through brokers.
Governor YOUNG. That is correct; that represented a large part

of the increase.
Mr. FORT. And it also represented a reduction in the amount of

loans for the account of others which the banks had to step in and

cover?
Governor YOUNG. Correct. 
Mr. FORT. In this same period, when we have been observing that

the change in the deposit figure was only a few per cent, the total

brokers' loans had gone up from what figure on February 1 to the

August 28 figure in New York City?
Governor YOUNG. On January 30 there were $5,559,000,000;

on August 28, $6,217,000,000.
Mr. FORT. What was the peak?
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Governor YOUNG. October 2, I think.
Mr. FORT. What was that?
Governor YOUNG. $6,804,000,000.
Mr. FORT. And that is an increase of $1,300,000,000 betweenr ebruary and October?
Governor YOUNG. That is approximately correct, sir.

, Mr. FORT. But in that same period the deposits with all New Yorkoanks had remained practically stationary, had they not?
Governor YOUNG. Well, between February and August they hadgone off__
Mr. FORT. No; February to October.
Governor YOUNG. Very little change.
Mr. FORT. So that the entire increase of $1,300,000,000 in the loan

account between February and October 2 was provided other than
through an increase of deposits with the New York banks whichthey loaned out?
Governor YOUNG. That is correct.
Mr. FORT. Now, that money came from abroad, as well as from thiscountry, did it not?
tiovernor YOUNG. It did.
Mr. FORT. And as to the major portion of it, the bank must haveacted simply as an agent and not as a lender for its own account?
Governor YOUNG. That is correct.

, Mr. FORT. Otherwise it would be reflected by an increase in the
uePosit account?
Governor YOUNG. That is right.

,L Mr. FORT. Now, that would perhaps to some extent bear out your.theory, Governor Young, that they could get the money somewhere
" they could not get it from the banks, would it not?

Governor YOUNG. Yes.
Mr. FORT. You said in answer to a question—I think by Mr.-6eedy—that the rapid decline in the call rate in October was due

Primarily to a drop in the demand rather than to an increase in thestIPPly, in the total call loans.
Governor YOUNG. If I did I should have added some other factorsto it.

, Mr. FORT. I do not mean that you used those specific words, butLhat was the impression I got.
c, Governor YOUNG. I would like to add a little something to that.

d
tarting with August, with the seasonal requirements of the country,
le Federal reserve was buying bills and buying a limited amount of
overnment bonds, which had a tendency to put more credit into themarket. In addition to that, in the latter part of October, when thisrash did come, theie was a willingness upon the part of New York°anks to lend, when up to that time there had not been a willingness0/I their part.
Mr. FORT. I think you and I are not talking directly to the samePoint. As I recall it, the question of Mr. Beedy and your answerWere something like this—or it may have been Mr. Seiberling'sRuestion: The question was asked you, in effect, whether the crashHa the market was not due to a lessening of the supply of funds that.ven the high call rate failed to bring in, and your answer was that114us decrease in loans was due rather to a decrease in demand for',Oaus than to a lack of available funds. Is that correct, or is it not—") a decrease of brokers' loans?
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Governor YOUNG. I want to answer that accurately, Mr. Con-

gressman. That Would cover the period from February until
Mr. FORT. No. Perhaps I have not gotten it clear yet.
As I understood it, you were being questioned about, the effect of

high rates on drawing money in, and the question was asked you 85

to whether or not the high rate did not ultimately fail to draw enough

money in to support the high stock market, and therefore it had 
to

crash for want of money. What I am trying to get at is whether the

crash came from the want of money to carry on, or whether it came
from some other cuase, plenty of money being available?

Governor YOUNG. I think I did reply to that at the time, Mr.
Congressman, that there was less demand, but in reviewing the

figures I think perhaps it would be better for me to correct that ail

say that that there was an increase in the supply rather than a lack 0'
demand.
Mr. FORT. It is now after 1, and there is a special matter coining

up on the floor to-day.
The CHAIRMAN. I was simply letting you finish.
Mr. FORT. I know you were, and I would like; if I could, to finish

because I had some conclusions I wanted to draw from these figure'

and I would like to go on on Friday morning, as the governor says he

can not be here to-morrow.
Mr. DUNBAR. Can we not have a session at 2.30 o'clock?

The CHAIRMAN. In accordance with the instructions of the cora-

mittee, the chairman has sent invitations as follows:
To the Northwest Bank Corporation, Minneapolis, Minn., Mr.

E. W. Decker, to appear before the committee April 15.
To the First Bank Stock Corporation, Minneapolis, Minn., M.

L. E. Wakefield, to appear before the committee April 16.
To the Guardian Detroit Union Corporation, Detroit, Mich., Mr.

Robert 0. Lord, to appear before the committee April 23.
To the Marine Midland Corporation, Buffalo, N. Y., Mr. George

F. Rand, to appear before the committee April 24.
To the First National Associates, Atlanta, Ga., Mr. John K. 

OttleYs

to appear before the committee April 29.

To Mr. A. P. Giannini, Transamerica Corporation, San 
Francisco,

and Mr. James A. Bacigalupi, Transamerica Corp
oration, Sas

Francisco, to appear before the committee May 6.

These invitations have been accepted by all except Messrs. 
()Wel!

Giannini, and Bacigalupi, and I have understood indirectly 
that 1'

was agreeable to Mr. Giannini and Mr. Bacigalupi to appear 
on MO

6 and I suppose I will receive later advic
e.

(Thereupon, at 1.05 o'clock p. m., a recess was taken until 
2.30

o'clock p. m.) AFTER RECESS

Upon the expiration of a recess, the hearing
 was resumed.

The CHAIRMAN. The committee will come to order.

Mr. Fort, will you proceed?

Mr. FORT. Governor, I wish you would
 put into the record thst

memorandum you were referring to this morning of the 
usury rate;

in the different States.
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Governor YOUNG. It covers the legal rates of .interest and con-1
in

r, act rates of interest of all the States in the Union, as taken frome Rand McNally Bankers' Directory as of date of June 30, 1929.The CHAIRMAN. Without objection, that will be placed in therecord at this point.
(The statement referred to is as follows:)

Interest rates

States and Territories

Alabama

- 
none

414ka

tkan
- 

bflectirt

- - - - - -

- - - -41Pt"Fare -- - --------piorAci of Columbia  --- ---------- - - - - - - - -

-

OWe
liana --------------------

--------------------

---------------------
Mar --- ---------_Yland
414.°71Ei1ChUSet tS 

. an  
0flApt - 

-----------------Fqg.ssiossi
r 
',pi 

-----------
4

ontanai --  

Legal
rate of
interest

Rate by
contract

States and Territories
Legal
rate of
interest

Rate by,
contract

Per cent
8
8
6

Per cent
8
12
10
10

7 (9
8P (')
6 12
6 6
6 8
8 10

8
7 10
8 7
6 8
6 8
6 10

6
5 8

(a)

6 (2)
5

6

6
6

8

6

7
8
8
8
10

Nebraska 
Nevada 
New Ilampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Porto Rico 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming.  

Per cent
7
7
6
6
6
6
6
6
6
6
6
6
6
6
7
7
6
6
8
6
6
6
6
6
7

Per cent
10
12

(4)

6
12
3 6
6
9

10
10
6
12

8
10
6
10
12
6
6
12
6
10
10

AnY rate agreed upon is legal on loans over $300 but Colorado courts decline to indorse grossly un-i'Tflable rates.
'fly raterAtiv •

• ate agreed upon in writing is legal on collateral demand loans of $5,000 and over.
5er
°a exceeding $50, 30 per cent, Including service and expenses; on amounts not exceeding $50."r

mounts 
 cent per month for the first six months, 23-i per cent thereafter.

eol‘lr. FORT. Governor, we were talking this morning about theauect of the brokers' loan situation on deposits. Will you give me44111 for the record the total of brokers' loans on February 2, Augusthand October 30, was it not, that we were using this morning?
o kiovernor YOUNG. Well, using January 30, 1929, August 28, 1929,ctober 2 1929 and October 30, 1929—I think those are the dates

-wiz. FORT. Yes.
Governor YOUNG. Total loans and investments of all reportinge,w York City member banks, January 30—
Air. Fowl,. No, brokers' loans.
x."overnor YOUNG. Loans on securities?

Then I will come to
8 wit% Fowl% No, brokers' loans first, please.eeurities.
19,00vernor YOUNG. The total of all brokers' loans on January 30,0 49, was $5,559,000,000; on August 28 they were $6,217,000,000;11,9ctober 2, $6,894,000,000; and on October 30, $5,538,000,000.mr. FORT. Now, will you give me the secured loans of the New°rIc banks for the same dates?

100136-30—vot 1 PT 7-3
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Governor YOUNG. January 30, $2,795,000,000; August 28,

$2,819,000,000; October 2, $2,947,000,000; and October 30,
$4,205,000,000.
Mr. FORT. And the demand deposits as of those same dates, of the

New York banks?
The CHAIRMAN. May I ask, does that include time as well as eall

loans?
Governor YOUNG. That includes time and call loans, both.
January 30, $5,334,000,000 net demand deposits; August 28,

$5,106,000,000; October 2, $5,279,000,000; October 30, $6,851,000,
000.

'rime deposits, January 30, $1,200,000,000; August 28, $1,180,-

000,000; October 2, $1,256,000,000; and October 30, $1,257,000,000.

Mr. FORT. Now, will you give me the brokers loans for others?
Governor YOUNG. Will that include out of town banks?
Mr. FORT. Yes.
Governor YOUNG. I will have to add those figures.
Mr. FORT. Well, then, give them to me separately, loans for othell

and loans for out-of-town banks.
Governor YOUNG. For out-of-town banks, January 30, $1,853;

000,000; August 28, $1,756,000,000; October 2, $1,826,000,000; 
and

October 30, $1,005,000,000.
For others, January 30, $2,615,000,000; August 28, $3,468,000,

000;

October 2, $3,907,000,000; and October 30, $2,464,000,000.
Mr. FORT. Now, one other set of figures, for all reporting memb

er

banks, demand deposits and secured loans. Let me have secured

loans first on those same four dates.
Governor YOUNG. Loans on securities?
Mr. FORT. Yes.
Governor YOUNG. January 30, $7,440,000,000; August 28, $7,515;

000,000; October 2, $7,828,000,000; and October 30, $9,179,000,000.

Mr. FORT. And the deposits?
Governor YOUNG. Demand deposits, January 30, $13,395,000,0

00;

August 28, $12,985,000,000; October 2, $13,295,000,000; and 
October

30, $15,110,000,000.
Now, time deposits. January 30, $6,893,000,000; August 28,

$6,786,000,000; October 2, $6,825,000,000; and October 30'

$6,868,000,000.
That covers about 700 banks, that represent 101 cities, 

about 40

per cent of all total loans and investments.

Mr. FORT. From these figures, Governor, it appears that 
brokers

loans between January 30 and October 2 of the New York City
 bank's

increased from $5,500,000,000 to $6,800,000,000, or 
$1,300,000,000?

Governor YOUNG. That is correct.

Mr. FORT. And in that same period the secured loans of 
the NO

York banks for their own accoun
t only increased $150,000,000?

Governor YOUNG. For October 2?

Mr. FORT. Yes, sir.
Governor YOUNG. $150,000,000.

Mr. FORT. And that the loans 
for out-of-town banks, broke 

loans, decreased $27,000,000?

Governor YOUNG. $27,000,000; that
 is correct.

Mr. FORT. But that in the same 
period the loans for the accoull!

of others, which means non-banks, I tak
e it, increased fro'

$2,615,000,000 to $3,907,000,000, or $1,300,0
00,000?
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Governor YOUNG. That is correct.
, Mr. FORT. In that period it also appears that the deposits, demand
aeposits, in New York City banks actually decreased $55,000,000?
Governor YOUNG. That is correct.
Mr. FORT. And the deposits of all banks decreased $100,000,000?
Governor YOUNG. Demand deposits?
Mr. FORT. Demand deposits.
Governor YOUNG. That is correct.
Mr. FORT. And the deposits on time of all banks decreased$68,000,000?
Governor YOUNG. $68,000,000.

, Mr. FORT. In other words, at the peak of brokers' loans on Octo-
r 2, banks for their own account were lending less money, or only

,811ghtly more money, both out-of-town and New York banks, than
t'lley were lending at the end of January?
Uovernor YOUNG. That is, October 2?
Mr. FORT. Yes.
Governor YOUNG. $47,000,000 less.
Mr. FORT. The money that made the trouble, then, in New York

:was not bank money, was it; that is, the money that met the highInterest rate?
Governor YOUNG. Not in my opinion; practically no increase inthe amount the New York banks had loaned to brokers from 1927.
Mr. FORT. It is not only the New York banks, but the loans of

all banks, secured loans, have gone up in that period, between Jan-
4'4,419 30 and October 2, for their own account, $382,000,000, while
"ne brokers' loans have risen 81,300,000,000?
Governor YOUNG. That is correct.

. Mr. FORT. And the banks have lost $100,000,000 deposits in that
terim?
Governor YOUNG. Demand deposits?
Mr. FORT. Yes.
The CHAIRMAN. May I suggest that it would be helpful if Governor
°Aug would describe the sources from which this money came?
Mr. FORT. I was coming to that.
There are only two places from which a bank can get the resources
ith which to loan funds for its own account, are there not, and

'uose are its own capital and surplus funds and its deposit account?
Governor YOUNG. And what it might borrow from the Federal

teserve banks.
, Mr. FORT. Yes. The outsiders, however, nonbankers, have avail-
le all of their funds in any form to loan if they want to loan

gein—I mean, they can with iraw their moneys from the bank toIllake loans with, if they want to?
Governor YOUNG. That is correct.
Mr. FORT. Do you know or do you know whether there were:Illbstantial withdrawals from the banks for the purpose of directan by corporations on the stock market?
Governor YOUNG. There were.

k Mr. FORT. Now, one other figure. We have confined ourselvesere to the period between January and October 2. I now want to;le the October 30 figures which I have taken off as you read them.41 I am wrong, will you correct me as I read them into the record?f Brokers' loans between October 2 and October 30 had gone downr()/11 86,804,000,000 to $5,538,000,000?

737
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Governor YOUNG. That is correct.
Mr. FORT. The secured loans of New York banks had in the

same period gone up from $2,947,000,000 to $4,205,000,000?
Governor YOUNG. That is correct.
Mr. Fora. That difference is practically $1,300,000,000 in each

case, is it not? Brokers' loans are down $1,300,000,000, and loans
on security by New York banks are up $1,300,000,000?

Governor YOUNG. That is correct.
Mr. FORT. As to loans for the account of others in that periods

brokers' loans had gone down from $3,907,000,000 to $2,464,000,000,
or about $1,450,000,000?
Governor YOUNG. That is correct.
Mr. FORT. In that same period also New York demana deposits

had increased from $5,279,000,000 to $6,851,000,000, had they not?
Governor YOUNG. Yes, sir.
Mr. FORT. Or about the same amount that their loans had in-

creased?
Governor YOUNG. $1,550,000,000, approximately.
Mr. FORT. Their time deposits were stationary. Their loans for

out-of-town banks in that period had gone down from $1,826,000,000
to $1,005,000,000; is that correct?
Governor YOUNG. $1,826,000,000 to $1,005,000,000.
Mr. FORT. Now, turning to all bank loans for their own account

between October 2 and October 30 on secured loans, that figure had
gone up from $7,828,000,000 to $9,179,000,000; is that not correct?

Governor YOUNG. Yes, sir.
Mr. FORT. Which, again, is that figure of $1,300,000,000 that We

seem to get?
Governor YOUNG. Practically all in New York.
Mr. FORT. And their deposits had gone up from $13,295,000,000

to $15,110,000,000?
Governor YOUNG. That is correct.
Mr. FORT. SO that we find, when we come to analyze that loan

picture, that the banks gained in deposits as they increased their
loan account?

Governor YOUNG. That is always true.
Mr. FORT. And that the market was not financed between January

and October by way of increase in loans out of bank funds, but out
of funds for others?

Governor YOUNG. That is correct.

Mr. FORT. And the deflation between October 2 and October 30
resulted only in a decrease in the loan account for the account of

others and an increase in the loan account for the account of the

banks themselves?
Governor YOUNG. Not dollar for dollar.

Mr. FORT. Not exactly?
Governor YOUNG. NO.
Mr. FORT. But a correlative one, in part.
Governor YOUNG. I think, if you figured that out, that there was

a real liquidation, exchange of securities.
Doctor GOLDENWEISER. That was after October 30.
Mr. FORT. There was some before, obviously.
Governor YOUNG. Yes.
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, Mr. FORT. You have a decrease in loans to brokers between Octo-Der 2 and October 30 for all accounts, a net decrease of about$900,000,000 in brokers' loans?
Governor YOUNG. For what dates?
Mr. FORT. October 2 to October 30.
Governor YOUNG. $1,262,000,000, I would say. That is, all brok-

°rs loans went from $6,800,000,000 down to $5,538,000,000.
Mr. FORT. And that includes time loans?
Governor YOUNG. Yes; that is a $1,262,000,000 reduction., Mr. FORT. But you had in that same period a deduction of $1,400,-

90,000 in loans for others, and a deduction of $800,000,000 in loanstor out-of-town banks?
Governor YOUNG. That is correct.
Mr. FORT. Now, are you able to hazard what we might call an

educated guess as to how much of that money was foreign moneythat was in those loans for the account of others?
,,Governor YOUNG. That is a very difficult figure for us to furnish,
wit'. Congressman. The nearest that we can come to it is the amountof .money that might have been loaned on call by New York banks or
Private banks for foreign banks, and that would exclude individualsand corporations and others, and that figure is only $150,000,000.
• Generally speaking, foreign banks of issue and other foreign banks

9,1ther leave their money on deposit here or they invest it in United6tates Government bonds, so that that figure would be of little benefit.
Mr. FORT. Or handle it through banking houses, which you get

110 record of.
Governor YOUNG. I think this does cover a record of some of the

Private banking houses.
The CHAIRMAN. May I ask, in connection with that, whether or

not the Federal reserve keeps a record of the amount of foreign money
nn deposit, in this country?
Governor YOUNG. We attempt to keep a record, .and the Depart-

kent of Commerce is attempting to do the same thing, but they arevery unsatisfactory figures.
. The CHAIRMAN. I should think they would be very essential figures
111 the exercise of the functions of the Federal reserve.
Governor YouNG. We realize that, but they are extremely hard topt. At one time those figures were as high as $370,000,000, Mr.

`jengressman, just before this break, and the procedure, I think, that
W„a8 followed generally by the foreign correspondents was to leave
tne money on deposit with the New York banks or the interior banks,
kid they paid them a rate of interest that bore relationship to the
call-loan rate or the average rate they received.
I Would rather not furnish that figure, because it does not sound

right; it, sounds much too small.
Mr. FORT. Very much too small. What I am after, however, is to!ine how much money there is available for what you call bootleg loansip this country. It seems to me quite obvious from these figures that

'here is a substantial volume of it.
Governor YOUNG. Well, there was approximately $4,000,000,000°A October 2.
Mr. FORT. Out of total loans of $6,800,000,000, brokers' loans.
Governor YOUNG. That is correct.
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Mr. FORT. Now, that money was attracted here undoubtedly, 01
attracted into the loan market, by the rate, was it not—not neces-
sarily by the individually high rate for a given date, but by the con-
tinuance of high rates over a long period?
Governor YOUNG. I would say that those funds were attracted in

that market ever since the rate got to 3 per cent.
Mr. FORT. And kept increasing in volume as the rate went up?
Governor YOUNG. Yes.
Mr. FORT. The bulk of that money which was American in its

origin as distinguished from foreign, must have come out of the

deposits of some bank, must it not?
Governor YOUNG. Well, there are many factors to take into con-

sideration there. If you would take the figures that we have been

using, it would look as if the deposits had not gone down in any such
proportion as the loans for others had gone up, so we have to go bank
a little bit and remember that there was a great gold movement 

into

this country from 1921 clear through to 1924, that permitted a tre-

mendous pyramiding of credit in this country. The momentum that

that received up to 1924 continued clear through until 1928. In 1927

gold proceeded to leave this country, and as it left the country the

only way that the banks of the United States—I mean collectively

could make up that shortage, was to borrow from the Federal reserve

banks, with the result that their rediscounts did increase very rapidlY

during that period. Now, as those deposits were withdrawn frog'

banks to lend on call, obviously somebody purchased the stock on

credit and paid the owner, and the owner in turn had to redeposit 
iji

some bank somewhere.
Mr. FORT. But the original effect of the creation of the credit thal

was continually marking up the prices of securities and marking tif

the amount of chips that were exchanged for them should have bed

to swell the deposits, should it not?
Governor YOUNG. It did decrease the deposits throughout th(

United States?
Doctor GOLDENWEISER. Somewhat, but I think the point is 

cor.

rect. The loans for account of others did not create new deposits.

Governor YOUNG. It did not increase the deposits; it had a 
tend.

ency to decrease them.
Doctor GOLDENWEISER. Just transferred them from one bank tic

another without increasing them.

Governor YOUNG. And if there was any tendency at all, it wa'

downward.
Mr. FORT. Let us get at this other factor that affects the capita'

that was used there. What was the rediscount position of the
 Nev

York banks? What were their total rediscounts on these same date

that we are talking about?
Governor YOUNG. On January 30 they were $215,000,000; 

Augus

28, $241,000,000; October 2, $152,000,000; and on October 30

$246,000,000.
Mr. FORT. And for all banks?
Governor YOUNG. For all banks, on January 30—

The CHAIRMAN. Do you mean for all banks in the United 
State'

or all banks in this
Mr. FORT. All reporting banks.

8
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Governor YOUNG. This would cover all member banks:
421,000,000 on January 30; $974,000,000 on August 28; $931,000,000
ell October 2; and $991,000,000 on October 30.
Mr. FORT. You say that no great part of that volume of additionalcaPital came by way of rediscounts?
Governor YOUNG. Not during that period.
Mr. FORT. Only an increase of $110,000,000 in all banks betweenJanuary 30 and October 2, and an actual decrease of $61,000,000 in

-L'ely York between those same dates?
Governor YOUNG. That is correct.
Mr. FORT. What were the gold imports in that same period?
Governor YOUNG. They would have a bearing on the amount ofdiscounts. There was a large increase of $200,000,000 or more ingold supply.
Mr. FORT. What are the figures?
Governor YOUNG. On January 26, this figure was $4,117,000,000;

94 October 26, the average for that week was $4,386,000,000, anIncrease of $269,000,000 during that period.
Mr. FORT. How much currency was based on that increased gold?

sk Mr. BEEDY. Will you pardon me? Your record here tends to
that this was all imports, but you are now quoting figures on the"nck of gold in the country, not just imports.

tk Governor YOUNG. I don't know just what the imports were during
t!'at Period, but it was released from earmarks or imports or produc-
Im; it came from those three sources.
Also, during that period money in circulation increased about

1121,000,000.
Mr. FORT. From what to what?

t Governor YOUNG. From January 26, when it was $4,677,000,000,o
„ October 26, when it was $4,791,000,000, and an increase in cur-

requirements would have a tendency to increase the discounts,'p• ule the imports of gold would have a tendency to decrease the'Iscounts of the banks.r- Mr. FORT. Altogether, however, there is not enough in that to• nount for the inflation in the loans, is there? There is not enough41 those gold figures or those rediscount figures?
„Governor YOUNG. Well, that would make a difference to the extent°I 16100,000,000 only.

101VIr. FORT. Have you the figures there, Governor, that will showas oat the commercial-loan picture was as of these dates?.
Governor YOUNG. I am furnishing that figure with reservations.
Mr. Fora. This is for all banks?
Governor YOUNG. This is for reporting member banks.
Mr. FORT. This is the comparative figure to what you are using?

p Governor YOUNG. Yes; and I do not know as I should give these"Rnres as commercial loans. They are classified as all other loans.Mr. FORT. Other than secured?
„, Governor YOUNG. Other than secured loans, presumably commer-'Al loans but, of course, you know and I know that many of them40 not.
2 On January 30, $8,675,000,000; August 28, $9,434,000,000; October

es
$9,600,000,000; October 30, $9,755,000,000.

Is Mr. FORT. So that running hand in hand with the increase intinkers loans of $1,300,000,000 between January and October 2,"re was:an increase of $925,000,000 in unsecured loans?
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Governor YOUNG. Correct.
Mr. FORT. So that apparently if those unsecured loans were no;

for stock-market use, the business of the country got a substantia'
increase in funds at the same time the stock market was continuing
to substantially increase?

Governor YOUNG. That is correct.
Mr. FORT. Somewhere, then, between January and October we

found 4925,000,000 of additional loans for genera! business purposes'
along with $1,300,000,000 of additional loans for brokers?
Governor YOUNG. That is correct.
Mr. FORT. Now 
The CHAIRMAN. May I ask a question there, Mr. Fort?
Mr. FORT. Yes.
The CHAIRMAN. Are we to infer that that money was used in

industry, or did it go into the stock market?
Mr. FORT. I said I had some reservations on that subject in sorne

of my questions. These were nonsecured loans.
Governor YOUNG. I presumed that they were used for business.

The CHAIRMAN. There is no way of telling, however, what it Was

used for?
Governor YOUNG. No. For instance, Mr. Chairman, a good cusj

tomer of a bank comes in and asks for a loan of $10,000. They len'

it to him. They do not ask any questions what he is going to d°

with it. It might go one way and it may go another way.
The CHAIRMAN. In that connection, a case was cited to me in Nevi,

York where a man went in with United States Steel stock and 
aske"

his bank for a loan of $100,000. The bank said that they could 11°t

loan it to him if he was going to buy stocks, and he said that that m'ss

what he was going to use it for; but they did make the loan to 
bin'

on his own personal note for $100,000 and he put his collateral 
in his

pocket and walked out.
Governor YOUNG. There may be some of those cases, Mr. Congres

s'

man, but in the aggregate they mould not amount to much.

I want to remind the committee that between February and J111.1

there was very active business in this country.

Mr. FORT. Which is reflected in the increase in loans; there is 11°

question about that.
The conclusion that I personally reached on these figures, and

would like to have you check up with me, Governor, is this, 
that the

banks as such were neither responsible for nor did they gain 
in

material way by the exaggerated brokers' loan position in New Ya"

City.
Governor YOUNG. I think, generally speaking, Mr. 

Congressman,

with very few exceptions throughout the United Sta
tes—and 1111,

contact was mostly with the larger banks—that they did 
everythinF

within reason, everything within their power, to restrain 
this frog'

expanding any further.
Does that answer your question?

Mr. FORT. It does, in part.
Governor YOUNG. There were some exceptions.

Mr. FORT. The further question in my mind is whether, wi
th tliet

net loss in deposits which accompanied this performance in 
spite 0,,)

an increase in commercial loans of $925,000,000 between Janua
ry

and October 2, the fact that there was a decrease of 
$100,000,000 1°
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Posits in that same period in the same banks indicates, as it seems
me it does, that they lost substantial deposits that they should

ave had?
Governor YOUNG. I think that is true.
Mr. FORT. And that therefore from the banks' own position, this

'1°neY flurry in New York was harmful?
Governor YOUNG. I think it was harmful to everyone, Mr. Con-

g,esaman. Perhaps I can illustrate that by following along just whatti d happen. For instance, when the broker got up to a point where
till was charging the customer, say, 8 per cent, that prompted
at customer to go to his local bank and request accommodation at
Per cent or 5 per cent or whatever rate he could command, and he

!fink' command a pretty good rate because he had been a customer of
t'ae bank for many years, carried a very handsome deposit there and
u.ad not asked for any accommodation for years. So that, taking the
„cit,Y of Chicago, while they called these New York loans at the higher

of 8, 9, or 12 per cent, they simply took that customer to '
Mother window where they lent him the money at 6 or 7 per cent. Of
tc'urae, 6 or 7 per cent is a good profitable transaction for a bank,In, not as profitable as the 14 or 15 per cent that they could have
g"ten by continuing to lend on call.
t, Mr. FORT. But the thing I am trying to get to is this, that if, as
„Bee figures seem to bear out, the banks, looking at them from their
„evil/nary function, as banks of deposit, are not gainers by this enormous
;°,/nme of loans induced by high call rates, and are losers from the
upsequent disturbance of business, would they be better off if in any0 these laws we make here we considered this question of call loans?
Governor/YOUNG. Obviously that is a thing that should be con-

sidered. What the solution of it is, I do not know.
Mr. FORT. I do not, either.
Governor YOUNG. You have to bear in mind that the New York
",nks did increase their profit to a certain extent when they put a
, drge of one-half of 1 per cent on all of these loans they made for

account of others.
e Mr. FORT. I am taking the banks of the Nation as a group. We
c!in not consider legislation solely for the benefit or harm of a given
61.2,/,1P of banks.
b The CHAIRMAN. That commission only went to the New York

though.
MT. FORT. Yes.
The CHAIRMAN. That is right, is it not?
Governor YOUNG. Generally speaking, yes. Whether some of thej, Governor

banks charged a commission on top of what New York
ilarged, I do not know. Some of them may have.

is it not! Governor, that if we84ittA/lemr.pFORT. But it is also a fact,
ted to regulate this situation by drastic regulation, we would

1„11/Ply increase what you called bootleg loans at the expense of
r'ans that are placed through the banks and which we at least have aecord of?
b,Povernor YOUNG. I am afraid so, and I think that the only possi-kuity of controlling that is in the way of something that the New York
httts and the stock exchange may be able to work out themselves,I do not know that there is a possibility of that.



744 BRANCH, CHAIN, AND GROUP BANKING

Mr. FORT. It is also a fact that the inception of every speculative
market is in low money and not in high money, is it not?
Governor YOUNG. As to every one that I can remember, that Is

true.
Mr. FORT. The accumulation of holdings by pools and large hor;

rowers is always or almost always at a time of cheap money, is it not'
Governor YOUNG. The inception of it; yes.
Mr. FORT. And the high money period follows, when they have got;

ten the public interested and the public is beginning to clamor and
not care what they pay for money, as long as they think they are goillg
to make 10 per cent overnight in the stock?
Governor YOUNG. I think that in the last experience, maybe sortie

of the originators stayed a little too long.
Mr. FORT. They originated too high. So that a mere curb on the

high rate would not necessarily reach the whole evil?
Governor YOUNG. I do not think so.
Mr. FORT. And there would be some excuse for a higher call rate

than for an ordinary loan rate because of the absence of a covering
deposit, would there not?

Governor YOUNG. In the period such as we had from 1927 on, that,

is what happened, but ordinarily the call loan rate, which is supposed
to be for an overnight loan, commands a much lower rate.
Mr. FORT. I know it does ordinarily, but there would be some Ofr

cuse for the usury laws to be fixed, for example, so as to permit the

call rate at times to rise above the commercial loan rate, because there
is no covering deposit?

Governor YOUNG. Yes; that would be one factor.
Mr. FORT. On the other hand, the call loan is regarded generallY

as the safest and most liquid loan'possible, is it not?
Governor YOUNG. I would prefer to put the bankers' bills and

trade bills ahead of them.
Mr. FORT. But, with a trade bill, you have to wait until its due date.
Governor YOUNG. Yes.
Mr. Fora. And call money is the most liquid, because you can get

it the next 44y.
Governor YOUNG. You mean, an overnight transaction?
MT. FORT. Yes.
Governor YOUNG. I think Federal funds would be a little more

liquid.
-Mr. FORT. But even Federal funds would have to be sold at a

count the the following day—a discount below the price at which theY

were purchased.
Governor YOUNG. Oh, no; you get 100 cents on the dollar the nett

day. You discount it to-day and it calls for 100 cents on the 
dollar

to-morrow.
Mr. FORT. I thought you meant Government bonds?
Governor YOUNG. If you are operating a bank and you have sorill„e

surplus reserve with the Federal reserve bank and I am short, I
say, "I will buy your surplus from you." If the discount rate is 3$

per cent, you have to make me a rate to induce me to buy it. 130

you sell it at a rate probably under 3% per cent and you get yoilf

money the next morning at 100 cents on the dollar.
Mr. FORT. But the volume of that is not like the demand for cell

money?



Wm'

Live

t is

or-
LOt?

dng

the

aterite

list
ied

eX
the
.ere

aly

aid

te•

;•et

)re

us-
eY

!st
lar

0_8

3$
ut
or

BRANCH, CHAIN, AND GROUP ,BANKING 745

, Governor YOUNG. No; but at times it runs to one hundred to one
Ilunclred and fifty million.
Mr. FORT. But in comparison with any other form than what you

°all Federal funds, call loans are the most liquid, in that they are
Callable, practically speaking, without notice and payable at par?
Governor YOUNG. No; I would put bills before call loans. I would

Rut bills ahead of call loans on collateral because, in a real emergency,
Ji!You have a call loan on bills you can always go to a Federal reserve
uank and sell at a price.
Mr. FORT. If your call loan on collateral has been intelligently

Made and watched, you can also.
t. Governor YOUNG. As long as you can borrow from Peter to pay
aul; Yes. You can not take call money to the Federal reserve bank,

'Jut you can take bills.
Mr. FORT. I was not thinking in terms of liquidity in Federal

reserve terms but liquidity, in the sense of instant realization.
Governor YOUNG. I hesitate in putting collateral loans above the

commerce and business of the country.
Mr. Fora. I do not blame you for that.
The CHAIRMAN. May I ask a question there, Mr. Fort?
Air. FORT. Certainly.
The CHAIRMAN. The suggestion has been frequently made that

Von kers' loans be made eligible for rediscount in the Federal reserve.
" hat is your opinion about that?
Governor YOUNG. I 8M opposed to it.

Z. Mr. FORT. There is just one other question along a different line,
'Mt it was brought out by what Mr. Luce and Mr. Beedy were
questioning you about.
f Generally speaking, the higher rates of legal interest are to be
2und in those sections where there is less capital invested in bank-

not that true?
1. Governor YOUNG. I should like to check that, Mr. Congressman,
'la I think you are right in that statement.
Mr. FORT. Generally the lower rates prevail in those States that

are known as possessing more capital, like the eastern States and the
more powerful mid-western States—is not that true?
, Governor YOUNG. That is true, but I took the position this morning
14at the rates were generally lower in the East than in the West,
'Alt I did not take into consideration the compensating balances
Which might make quite a difference. Generally speaking, I think,

reply to your inquiry, rates are higher where there is less banking
eatoital.
Mr. FORT. That is true internationally as well as within this Nation

kid has always been true, has it not, that in the nations or sections
there there is the greatest amount of capital for investment, theUPply side produces lower rates?
Governor YOUNG. Generally speaking; yes.
Mr. FORT. And we, as a nation, used to pay England very much

Tgher rates for the capital that was invested over here by England
'oan England was able to get on her own loans at home?
Governor YOUNG. That is correct.
Mr. FORT. Until we became a nation of large capital?
Governor YOUNG. That is correct.
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Mr. FORT. And if that be true—and I interject here that I aresomewhat like Mr. Wingo; I am not yet a convert to branch bankingif it be true, will it perhaps not have a tendency to influence count*:loan rates downward if banking institutions with substantial capitalextend out into those sections?
Governor YOUNG. In my opinion it will.
Mr. FORT. Governor, will you put into the record at this point,the call-loan rates on the four days that we have been using?Governor YOUNG. I shall be glad to do that.Mr. FORT. And the Federal rediscount rates on the same day—eel and time on collateral?
Governor YOUNG. We shall be glad to do that.(The figures referred to are printed in full as follows:)

Discount rate at the Federal Reserve Bank of New York, compared with open_marketrates on stock exchange collateral loans: 1929

Call rate
(renewal) Time rate

1929:
Jan. 30 _____________________________________________ _________
Aug. 28 _______ _______
Oct. 2 ------------------------------------------------- ---------
Oct. 30 --------- 

----

Per eerie
7
9
9
0

t

Per cent
7Yi-794
8af-9

9
IS

Discount
rate,

Federal
ReserVe
Bank of
New Yor

Per cent 6
6
6
6

The CHAIRMAN. There has been so much said about brokers' 10,111-,
I suggest, Governor, that you define a brokers' loan and tell us ho"
it is handled.

Governor YOUNG. Why, a buyer of securities goes to his broker
and orders certain stocks. He may put up a cash deposit with the
broker or he may put up some listed securities. He ends up, if h

i 
e

can not pay for them n full, with a debit balance. In so far as he
is concerned, it is an open account with the broker. No note le
given.
A broker has many customers. During the course of a day he

buys a certain number of shares of stock for various customers and,
to settle for those the next morning at 10 o'clock, he has to borrow
some money. So, he telephones to the exchange that he wants W
borrow a certain amount of money. Simultaneously, some one wile
has some money to lend, phones to the exchange at the loan des"
and offers to lend a certain amount of money. The rate, as I explained
the other day, is fixed by the stock clearing committee. That means
that the broker has an obligation to furnish certain collateral covering
a certain loan at a certain rate promptly the next morning. The,
lender has an obligation to lend money, if the note is presented and
satisfactory collateral is delivered.
Now, what more would you want to know about it, Mr. Congress-

man?
The CHAIRMAN. In that connection, the loan is made necessary

because of a larger volume than the capital the broker has on hand
to carry on the transaction?
Governor YOUNG. Quite right.

14
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The CHAIRMAN. And a margin is exacted, of course, a minimum
of 20 per cent and, in many instances, like last year, the margins
run up even as high as 60 per cent on those loans?
Governor YOUNG. That is correct.
The CHAIRMAN. Is it not a fact that a broker's loan, when it gets

Into the portfolio of a bank is no different than any other collateral
Pan except it would be regarded as the highest type of collateral
'earl because of the fact that there are certain restrictions as regards
the kind of collateral and the margin back of the loan?
Governor YOUNG. That is a correct statement.
The CHAIRMAN. In other words, these brokers' loans, when they

are finally lodged in the portfolios of any bank, are similar to any
Other collateral loan?
Governor YOUNG. That is correct.
The CHAIRMAN. The stock exchange clearing house has an organi-
N,ion for the purpose of handling the loans of all their member
Drokers, have they not?
Governor YOUNG. Arranging for the loans.
The CHAIRMAN. So that any broker who finds himself in need

of additional funds, to make settlements for the stocks and securities
which he has handled during the day, either in buying or selling, is
Promptly furnished through that organization each day with what-
ever his requirements may be?
Governor YOUNG. At the rate.
The CHAIRMAN. And I understand each morning, at a quarter

to ten, the committee in the clearing house of the stock exchange,
Ifleets and decides what the renewal rate shall be?
. Governor YOUNG. I do not know what the exact time is, but it

flashed on the ticker at 10.40.

that 
CHAIRMAN. That is a very complete organization and it serves

"uat purpose perfectly, so far as the brokers' requirements are con-
cerned?
Governor YOUNG. Both borrowers and the lenders seem to be

satisfied with the method of handling it.
The CHAIRMAN. It is my observation that when the brokers have

hadl a large volume of business during the day and there has not been
aufficient funds offered at the loan post to make complete settlements,
1,t is the practice of the committee in charge to call up the banks and
"eu them how much money they need, either 1 million or 5 or 10
Inillions, in order to make these settlements.
bo you know about that? I do not mean to exact that from you,

"overnor. I will state that as a fact. That is the method pursued.
. This loan group in the stock exchange clearing house is governed
11,1 the fixing of rates by taking into consideration the amount of_

banks 
for loans, the amount of money that is freely offered by

°Mks and I suppose undoubtedly they. keep in touch with the Federal
reserve bank as to conditions there; m other words, they take into

risideration all the elements that enter into the money situation
,, arriving at a proper renewal rate for the day. Whether they con-
qilt with the Federal reserve bank or not, I do not know.
Governor YOUNG. They do not.
The CHAIRMAN. But they do take into consideration the pub-

'Med reports of the Federal reserve banks?
Governor YOUNG. Yes, sir.
Mr. SEIBERLING. Did the stenographer get that answer?
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The CHAIRMAN. I mention that to show, in connection with what
you said to-day, that there does exist perfect machinery for handling
these brokers' loans and that machinery serves to make readily
accessible all the money that is sent there to finance the stock-exchange
operations.
Now, in that connection, it seems perfectly plain that the coopera-

tion by the banks in New York, particularly in furnishing these funds
for these stock-exchange operations, adds to that easy accessibility of
these funds for stock-market operations.

If that machinery and that cooperation by the big banks of New
York—I am not saying it is not necessary or nonessential; it is prob-
ably necessary in the present method of doing business—but if those
operations were not synchronized into a perfectly working machine,
and the stock brokers had to secure their money m the same method
as commerce has to secure it, by going to individual banks through-
out the country, it would not be so readily accessible for large stook

ioperations. So, to that extent, t is perfectly plain to me that the
organization between the stock-exchange brokers and the clearing-
house association which negotiates those loans and the cooperation
of the big banks to meet the demands for settlement each day, are
furnishing almost a perfect machine to facilitate the carrying on of

stock-market operations.
Uuder the plan which has been operating, the New York banks

solicit funds, not only from the country banks, but from industrial

and commercial institutions throughout the country who have sent

surplus funds into that 
i 

market; that they are also encouraging the

use of money from the country n that market and greatly facilitating
the opportunity for financing stock-exchange transactions.
I would ask you, Governor, whether I have correctly stated that

possibility.
Governor YOUNG. I think that the machinery has been set up to

handle that class of business in the best way that they can devise;

yes. As I have said earlier in the day, I have never had any actual
experience, but I have been informed that New York banks have
solicited accounts and offered that service !originally gratuitously and
within the last year making a charge for it.
The CHAIRMAN. You suggested that perhaps some protection might 

icome about in a change n the rules that the stock exchange could

adopt. Do you care to make any suggestion as to what that rule

might be?
Governor YOUNG. I do not. I have not anything to offer on that,

Mr. Chairman.
The CHAIRMAN. You referred in the questioning by Mr. 

Fort

I think it was as of October 2, to $4,000,000,000 of brokers' loans.

Was that the date?
Governor YOUNG. For the account of others?

The CHAIRMAN. Yes.
Governor YOUNG. $3,907,000,000.

The CHAIRMAN. Mr. Fort asked you from what source that money

came. Would you think any of that money was made available

through the use of Federal Reserve credit?
Governor YOUNG. Indirectly; yes. 
The CHAIRMAN. Now, another question that was raised here—
Governor YOUNG. I want to amplify that a little further, Mr.

Chairman, by saying that it is extremely difficult for the Federal

ti

L
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reserve system to earmark the credit it releases. The initial transac-
tion may be a commercial one that is paid to some one else and paid
again to another party—
The CHAIRMAN. But finally gets into the brokers 
Governor YOUNG. What finallly becomes of it one can not tell.

It can move in almost any direction.
The CHAIRMAN. You were stating that some of this increase was

Made possible by the influx into this country of a large volume of
gold. I think you said from 1920 to 1925.
Governor YOUNG. 1924.
The CHAIRMAN. I have the impression—it is rather hazy in my

Mind—that during this period of time the Federal reserve or some of
the officers of some of the Federal reserve banks made an explanation
!fa to the use to which that gold was being put and I gained the
Mipression that the country was told that that gold was being im-
Pounded and was not being used or permitted to be used in increasing
credit facilities here, but that it was looked upon rather as a trust
fond and was held intact and, therefore, could not tend to create an
excess amount of credit in this country.
I also gained the impression two years ago when I was in London

that that had been the policy of the Federal reserve, but apparently
it had not worked out that way.
Do you recall whether the Federal reserve did explain, or some of

the officers of the banks explained, that that money was being steril-
ized or not used?
, Governor YOUNG. I have no knowledge of that, Mr. Chairman. I
have no recollection of any statement. What happened between
1920 and 1922 was that the gold that came to this country was used
largely by member banks to enable them to retire their rediscounts
With the Federal reserve system.
I shall have to carry that up to 1924, Mr. Chairman. All that gold

that came in between 1920 and 1924, generally speaking, was used to
retired rediscounts of the Federal reserve banks, the rediscounts
koing down to about $400,000,000 in 1922 and later, in 1924, going
gown to about $225,000,000.
The CHAIRMAN. What was the effect of that? Did that have the

effect of increasing credit?
Governor YOUNG. Yes; to a certain extent. We have observed

In the Federal reserve system (not only in the New York district,
but in the entire system) that when rediscounts of member banks get
above $500,000,000 there is a tendency to tighten credit through the
country; conversely when rediscounts get below $500,000,000 it has
a tendency to ease credits and when it gets down to $200,000,000,
Where it is to-day, you get real easy credit in short-time credits.
Now, that comes about because, traditionally, our banks do not

like to show obligations for borrowed money. When it is under
$500,000,000 it works from bank to bank, so that no particular bank
IS in debt any great length of time. When it is above $500,000,000,it is harder to pass it around the circle and a bank stays in debt longer
and to get out of debt it naturally puts pressure on the borrower
and that has a tendency to tighten credit.
The CHAIRMAN. So that really, as a matter of fact, when that gold

came in, it was put to use; it was not sterilized or stored, but used
,by member banks to reduce their borrowings from the Federal
Reserve banks?
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Governor YOUNG. That is correct.
The CHAIRMAN. Now, referring to the February 5, statement of

1929 and the subsequent months in connection with the questions of

Mr. Fort, and the borrowings by the New York banks from the
Federal reserve, and the other 700 banks that he was referring to in
his questioning, did the Federal Reserve Board or the Federal reserve
bank of New York admonish member banks to reduce their borrow-
ings during the period from February to October 1, 1929?

Governor YOUNG. The Federal Reserve Board's public statement,
clearly asked for their cooperation to prevent a continuation of rapid
expansion.
The CHAIRMAN. I am led to ask that question because it is a matter

of record that the New York banks, during that period were not
borrowing to any great extent from the Federal reserve bank of New
York, as I recall.
Governor YOUNG. Well, .on February 6, the date that statement

was issued, the rediscounts in the New York bank were $195,000,000.
The CHAIRMAN. They are reported weekly?
Governor YOUNG. This report covers weekly.
The CHAIRMAN. I am going to suggest that you place in the record

at this point the borrowings of the New York banks from the Federal
reserve bank from the period February 6, up until November 1, 1929

i 
.

Governor YOUNG. That includes the New York City banks or New
York district?
The CHAIRMAN. The New York district, including the New York

City banks.
Governor YOUNG. I have the figures right here, but I can furnish

that to go into the record. You do not want me to read them all
now?
The CHAIRMAN. No; just put them in.
Governor YOUNG. I can give the maximum and minimum during

that period.
(The figures referred to are printed in full, as follows:)

Total discounts of the Federal Reserve Bank of New York

[In millions of dollars]

1929—Jan. 30   213 1929—June 26 318

Feb. 6 195 July 3 425

Feb. 13 253 July 10 43,.9

Feb. 20 182 July 17 423

Feb. 27 222 July 24 398

Mar. 6 271 July 31 386

Mar. 13 225 Aug. 7 384

Mar. 20 208 Aug. 14 28*

Mar. 27 299 Aug. 21 233

Apr. 3 236 Aug. 28 241

Apr. 10 
Apr. 17 
Apr. 24 
May 1 
May 8 
May 15 
May 22 
May 29 
June 5 
June 12 

247
260
263
248
277
254
197
194
210
226

Sept. 4 
Sept. 11 
Sept. 18 
Sept. 25 
Oct. 2 
Oct. 9 
Oct. 16 
Oct. 23 
Oct. 30 
Nov. 6 

303
240
220,
230
152
131
130
101
246
221

June 19 252
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The CHAIRMAN. There is an .indication. that New York banks
realized the danger of the situation of having an increasing amount
of brokers' loans outstanding and they realized that if there was a
readjustment they would be called upon to meet that emergency
and there was an indication, from my own observation, that they
were preparing very carefully to meet any emergency, which emer-
gency arose in October. I think the New York banks were particu-
larly farsighted and I was trying to ascertain, for the record here,
Whether they arrived at that conclusion on their own account, or
Whether they were admonished by the Federal Reserve Board or the
Federal reserve bank at New York to get their house in order and
keep the borrowings down and keep in as liquid. a condition as pos-
sible. If you can give us any information on this subject, it will be
helpful in these studies.
Governor YOUNG. I think the Federal Reserve Board realized that

situation as evidenced by the February 6 statement. I know that
the officials of the New York banks were thoroughly familiar with the
situation, and while I can not speak for all of the New York banks,
those that I talked with, I think, thoroughly realized the situation,
and I have some publications of New York banks that appeared
during that period clearly indicating that they had concern about the
situation.
Now, the board's contact, of course, is not with the New York

banks. Our contact is with the Federal reserve bank. Its contact,
in turn, is with the New York banks. I could not make it as a posi-
tive statement, but I assume all those situations were discussed be-
tween the New York banks and the Federal Reserve Bank of New
York.
Mr. BEEDY. Since there have been so many references to this

February 6 statement of the Federal Reserve Board, may we have it
in the record?

Governor YOUNG. It is in the record now, Congressman.
The CHAIRMAN. I think it is fair and should be said in this record,

in connection with this discussion—and I think it will be shown by the
records probably—that the Federal Reserve Bank of New York,
through the assistance of New York banks, met this crisis in a far
better manner than anyone, even though he had been a close observer,
could have expected.
Governor YOUNG. I will be glad to make that statement for the

record, Mr. Chairman.
The CHAIRMAN. I think myself the Federal Reserve Bank of New

York functioned 100 per cent during the crisis, and had it not been
for the very active cooperation of the Federal reserve bank in New
York, in aiding the big banks of New York who had the responsibility
on their shoulders of liquidating those brokers' loans in this stock-
market crash, very serious consequences would have resulted.
Governor YOUNG. I should be very glad to make that statement for

the record and I take your words in making it, Mr. Chairman.
The CHAIRMAN. I do not know that I have any further questions.
Mr. SEIBERLING. I was going to suggest that you cover the point

of who constitutes this committee that handles that call rate situation.
I should like to know that.

1001343-30—von 1 PT 7-4
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The CHAIRMAN. That is a rather voluntary committee. It is made
up a great deal to do the job that is before them.
Mr. SEIBERLING. To whom are they responsible?
The CHAIRMAN. They are really not responsible to any one. TheY

are a group of men who are chosen to do this job and have done it for

many years. My own thought is that those men who are fixing that
rate are doing a good job. I have the highest regard for the integritY
of the men who meet each morning to fix the renewal rate.
Taking into consideration the various elements that enter into the

money situation and so far as they are capable of doing the job, I
believe they are doing an honest and consistent job.
Mr. SEIBERLING. I am not attacking their integrity. I am onlY

attacking the results.
The CHAIRMAN. I would not want to express a thought as regards

that, but as to the integrity of the men who comprise that renewal
committee, with the information they have, I think they are honestly
doing their job.
Mr. BUSBY. I have come to the place in the record, as I revise this

transcript, where Governor Young told us he would insert the figures

in regard to foreign loans made by the American banks. I understand

that he has that prepared. I wonder if he will file that?
The CHAIRMAN. Are you ready to put that in, Governor Young?
Governor YOUNG. I want to furnish what I have, but this informa-

tion comes from the Department of Commerce and is for the close of

the year 1928. Those are the latest figures we can get.
The CHAIRMAN. The meeting is now adjourned until FridaY

morning at 10.30.
(Whereupon, at 4 o'clock p. m., the committee adjourned to meet

at 10.30 o'clock, a. m., on Friday, April 11, 1930.)
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FRIDAY, APRIL 11, 1930

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Washington, D. C.
The committee met in the committee room, Capitol, at 10.45
clock a. m., Hon. Louis T. McFadden (chairman) presiding.
The CHAIRMAN. The committee will come to order.

STATEMENT OF GOV. ROY A. YOVNG—Resumed

The CHAIRMAN. Governor Young, you have something that you
Would like to insert in the record.
Governor YOUNG. This was something that was requested by the

,eommittee the other day, which shows the number and deposits of all
,eanks in the United States located in places having a population of
less than 25,000. The figures are given by geographical divisions.
The CHAIRMAN. Without objection, that will be placed in the

record at this point.
, (There was no objection, and the statement referred to is as fol-
lows

. In accordance with the committee's request, I have had compiled for insertion
LI:1 the record figures showing the number and deposits of all banks in the United
Ptates located in places having a population of less than 25,000. These figures,
0Y geographical divisions, are as follows:

Number
of banks Deposits

—Zlew England States 750 $1, 787, 204,000
Middle Atlantic States 2,375 3, 700, 915, 000
past North Central States 4,726 2, 971, 194, 000
West North Central States 5.955 2, 268, 406,000
-South Atlantic States 2.093 1, 308, 348 000
lirist South Central States 1.598 777. 414, 000
West South Central States 2,513 1, 142,193, 000
Mountain States 881 (;18.953, 000
Pacific States  - 851 653, 810, 000

Total 21, 742 15, 228, 837, 000

Nose—Above figures were compiled from the January, 1930, Rand McNally Bankers Directory. Popu-
lation figures were based on latest Census Bureau estimates.

The CHAIRMAN. Now, Mr. Strong.
Mr. STRONG. Governor Young, would you favor nation-wide

branch banking?
Governor YOUNG. Not at the moment.
Mr. STRONG. Why?

753
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Governor YOUNG. I do not think that we are ready for nation-wide
branch banking. I do not think we have the men trained tech-
nically at the present time, although, as I stated before the committee
the other day, I believe that eventually there will be a demand for
nation-wide branch banking. It may be 50 years from now.
Mr. STRONG. You think that when you get the men trained to

handle it, it will come?
Governor YOUNG. I do. That is an opinion, Mr. Congressman.
Mr. STRONG. Do you think it will be a good thing for the Nation?
Governor YOUNG. Well, if I did not, I would not want to see it

come.
Mr. STRONG. If we have nation-wide branch banking, that will be

practically a monopoly of the money and credits of the Nation, will
it, not?

Governor YOUNG. I do not believe so.
Mr. STRONG. Why not?
Governor YOUNG. Because I believe there will be many nation-

wide set-ups, rather than one.
Mr. STRONG. You mean that there will be competition?
Governor YOUNG. Strong competition, keen competition, between

larger groups.
Mr. STRONG. How many groups do you suppose that there will be

at the end of 50 years if we have nation-wide branch banking?
Governor YOUNG. Well, that would be making a guess that might

embarrass me 25 years from now. 
Mr. STRONG. I made it 50 so that it would not embarrass either one

of us.
Governor YOUNG. I would put 50 as a minimum.
Mr. STRONG. Now, with the whole trend of Government and of

business operations throughout the country toward centralization
and consolidations, what woul4 tend to hold back a monopoly of
money and credit through having 25 or 50 separate units? What
influence do you think would contmu. e the competition so that we
would have 25 or 50 independent units?
Governor YOUNG. I explained to the committee the other day that

the deposits are really owned by the public, and if these monopolies

which you anticipate should develop, they would be profitable and

that would induce other people to go into the banking business.
Mr. STRONG. While I think it is true that a reasonably substantial

independent unit may carry on against a large monopolistic or-

ganization, nevertheless a large organization generally controls policies

and prices. Take the Standard Oil Co.; we have a lot of independent

oil companies, perhaps as many as or more than the Standard Oil,

yet the Standard Oil Co. and its kindred organizations set the price.

When they say oil is 17.7 cents, everybody says oil is 17.7 cents.

Would not the same rule apply to banking? If .a great organization

with 1,000 or 2,000 branches should set up certain policies, could anY
small organization oppose them? Would not all organizations fall in

line with their policies?
Governor YOUNG. Would it not be their object to encourage the

smaller organization?
Mr. STRONG. Why? They would be their competitors.
Governor YOUNG. I do not mean a small banker; I mean a small

industry or any industry that is profitable. Is that not what has

happened in countries that have the branch-banking system?
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Mr. STRONG. I do not know. I did not set that kind of information
from Canada when I visited there. I chol ge it from a big banker
When I talked to him, but the business men out in the small towns,
not wanting to be quoted, seemed to be very much opposed to it and
they thought that they were in a very serious situation. For instance,
One of them pointed out to me that if his competitor should become
1/4erested in the parent bank or. had associates interested in it, he
might be in a very dangerous position.
Governor YOUNG. I have been informed, Mr. Congressman, that

the Canadian banks lend small amounts to farmers, jobbers, whole-
salers, and others in the agricultural territory of Canada. They have
110 objection to the small loan. .
M STRONG. Let us take a nation-wide organization, with head-

quarters in New York. The men who are largely interested in that
organization, the head bank, would also be largely interested in the
railroads of the country. Suppose that their organization of rail-
roads wanted to acquire a competing .line; do you .suppose that they
Would permit the extending of credit to that railroad which that
railroad would get if such a combination of wealth did not exist?
I Just mention that as one of many. things that might happen.
Governor YOUNG. That is, a railroad wanted to purchase a com-

Peting line?
Mr. STRONG. Suppose that a great group of railroads that was

Owned by the same group that owned the parent bank, or controlled
n, wanted to get a certain railroad; .could they not withhold credit
and get it practically at their own price?
.Governor YOUNG. Then, could not that other group go to the public

With a bond issue and raise the money?
Mr. STRONG. It would be pretty hard to sell bonds against that kind

Of an influence, I should think.
Governor YOUNG. It has been done for 50 years.
Mr. STRONG. But we have not had a great monopoly of banking

for 50 years. We have had practically only independent banking.
, You know that we changed .the form of bond of the farm loan
Panks and made it a consolidation bond because we found that here
111 the East, north of the Ohio and east of the Alleghenies, they were
,thscriminating against the Federal land western banks; they would
,any the bonds of the eastern banks, whereas the western banks was
'laving trouble selling their bonds, and so we consolidated the bonds
to be issued by the 12 Federal land banks to get rid of that danger thatwe saw confronting us.
Governor YOUNG. Well, no monopoly developed.
Mr. STRONG. It was not a monopoly; perhaps it had not developed

to that point, but it was getting to the point where we could see that
we were going to have trouble selling our bonds of our western banks.
Governor YOUNG. It has all been consolidated to a certain extent,Mr. Congressman, in an organization that bears many of the ear-

°larks of a branch organization; and I believe, for the benefit of our
western people that you and I are interested in 
Mr. STRONG. Yes, governmental control; but you are going to

Put this monopoly in private interests, privately controlled.
Governor YOUNG. I am old-fashioned enough to believe that thiscountry can not continue indefinitely with only one section of it

Prospering. I believe it all has to prosper.
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MT. STRONG. I agree with you.
Governor YOUNG. And I can not believe that any such concen-

tration of wealth as you anticipate—even though it should develop 
to the point that you are inclined to believe it will develop to, that is,
a monopoly—will ever be so short-sighted as to neglect the require-
ments of the balance of the country that makes that center possible.
Mr. STRONG. Well, human nature is rather selfish. Through the

generations,—the centuries,—we finally arrived at the conclusion
that we could not put governmental power in the hands of individuals
without having autocratic rule, so we built a republic in this countrY
so that the government might be in the hands of the people, that the
people might be sovereigns, and in order that they could change the
form of government in any way they wanted to. We did that be-
cause we realized that men were selfish and, when given power, would
take advantage of it.
Now, you propose to have nation-wide branch banking, and, as

get your viewpoint, you hope that men will be unselfish enough so
that they will not combine to control the money and credits of the
United States, or that through competition they will avoid combina-
tions of capital that will practically effect a monopoly of the moneY
and credits of the country.
Governor YOUNG. Let me answer it this way, Mr. Congressman:

If those monopolies which you anticipate should develop, to the
detriment of the interior of the country, particularly the agricultural
and livestock sections and the interior manufacturing sections and
mining sections, I agree with you that that would be bad; but I can
not bring myself to believe that that will happen.
Mr. STRONG. Well, of course, the great handicap in my mind to

the agricultural regions of the country has been a lack of capital at
reasonable rates. When Iwent to Kansas they were loaning moneY
at 12 per cent, and sometimes 18 per cent and 24 per cent. Then
laws were passed against usury and finally got the rate down to 10
per cent, and the ruling rate out there now is 8 per cent, which is a
pretty heavy tax upon capital to be used for agricultural purposes.
Then we created the farm loan banks and the intermediate credit
banks in trying to relieve that situation, and, with the intermediate
credit banks, we tried to set up a plan whereby farmers could go to
their banks and put up their paper to be discounted by the bank at
the intermediate credit banks, so that they could borrow money at 7 

iper cent, but none of the banks do t; they maintain an 8 per cent
rate and they do not use that system that we set up because it reduces
their rate of interest. Now, we still have that handicap in the West.
Now, if you give men the right to set up and control a monopoly of

banking, will they not continue that system?
Governor YOUNG. Mr. Congressman, under a unit system in the

State of Kansas, the unit bankers had quite 
influence, 
influence in the legis-

lature in reference to rates; but, even with his  as you point
out, the rate has come down from 24 per cent to 8 per cent, the
prevailing rate, and to 10 per cent, the contract rate. The prob-
abilities are that in the State of Kansas to-day an agricultural loan
bearing an 8 per cent rate is much more profitable than the 24 per
cent rate that existed 30 years ago.
Now, obviously, the unit banker has a certain influence in a legis-
lativei way; and, although your 10 per cent rate still prevails n
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,Kansas, your unit banker charges 8 per cent on a average. If theset• other organizations that you speak about existing outside of thep State of Kansas should become so strong that they could put a 10a Per cent rate in, the people of your State would fix a contract rate of3-t 8 per cent, or 7 per cent, or 6 per cent, to outside sources much34, Fipicker than it would to your local people. So I think the possibil-O lties of any large corporation charging unreasonable rates are veryO far removed.

Is Mr. STRONG. But fixing the rate so low might not get the money.
9 Governor YOUNG. Then the rate is wrong and you have to put ito 111); that is all.
a Mr. STRONG. That is what happened. We paid those big rates
1• c 

When you were paying 6 per cent down here, and now we are paying
8 per cent when you are getting money for 4 per cent and 5 per cent.
Now, here is a combination of banking, through branch bankingI pr group banking, that gets together only for. one purpose, and thatO 18 to increase its income and protect future income and to build upLe a business that will be more profitable. Do you suppose that, giveni that power, they are going to be so magnanimous as to reduce the9 rate in the West?
Governor YOUNG. I think their profits will come through simpli-

fication of organization and operation rather than an increase in
'Ei 

rates charged to borrowers.
Let me illustrate what I have in mind. You take a small bank ind Montana, locally owned. It can, and probably does, charge theXi legal rate in that State of 10 per cent on a good chattel loan. It

Would be extremely difficult for a large set-up.  in Minneapolis too charge that same rate in my opinion. Public sentiment will put4t that rate down.
9 Mr. STRONG. But when one group. of banks controls the creditn and the money, how can public sentiment put the rate down? If 

i0 You want the money, you have to pay for t.
il, Governor YOUNG. Because they have two groups there at theI. lpoment, and the strongest kind of competition, very keen competi-t tjOfl. When they can only get 3 or 3% or 4 per cent on call moneye Pi New York and they have surplus funds, they will go into theD Ulterior and make some of these chattel loans at less than 10 pert cent.
7 Mr. STRONG. But if a pinch came and they wanted money int New York, they would put up that rate to 4, 5, or 6 per cent?s Governor YOUNG. They would. .

Mr. STRONG. And they would bring the money of the country toNew York?
Governor YOUNG. But still your State law prohibits them from0 going above 10 per cent in Montana.
Mr. STRONG. Well, as I get your idea, Governor, it is that if wet PeFmit branch banking in restricted trade areas, that eventuallyp it is going to be nation wide? 
Governor YOUNG. In my opinion, Mr. Congressman.i . Mr. STRONG. Now, suppose that we had nation-wide branch bank-r ing in 50 groups or trade areas each dominating and controllingSuch trade area; do you not think that would be pretty dangerousto the Federal reserve system?

3 Governor YOUNG. NO, sir.
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Mr. STRONG. Would they have to go to the Federal reserve systenl.
Could they not go to each other? Could they not have a trate
agreement or a gentlemen's agreement with each other without going
to the Federal reserve system?
Governor YOUNG. They could if they had sufficient funds, sod

probably would; but there would always be a time in America When
there would not be sufficient credit for those groups to trade betweel
themselves, and the Federal reserve will have to release credit an_a
will have to release currency to take care of seasonal requirement;
and to take care of seasonal emergencies. I am firmly convin,eet,1
that the larger those set-ups are the more necessary will they nu"
membership in the Federal reserve system.
Mr. STRONG. I think that is true if they are not large enough t°„

control the money and credits of the United States, but here are 5u
groups controlling the banking of the United States. Now, you hav,,,e
pointed out that little bankers out in the West had influence eno1jg.1
in the legislature to at least influence the laws of their States, and ,1'
that is true—and I think it is—and you have 50 great groups in tne
United States controlling all the banks, would they not have p 0 we r
enough to influence the Federal reserve system?

Governor YOUNG. Not with 119,000,000 people left that you saY
would be harmed, or that might be harmed.
Mr. STRONG. But the 119,000,000 are going to allow the banking

industry of the United States that handles their money and credit to
form consolidations so that they will be reduced to about 50 groups.
If they would work together, I do not see how the influence that theY
would have could be kept from dominating and controlling the
Government and the Federal reserve system, too.
Governor YOUNG. Those 50 banks?
MT. STRONG. Yes.
Governor YOUNG. I do not think so.
Mr. STRONG. I meant, those 50 groups.
Governor YOUNG. You have six large banks in England, and I d°

not think they control the Bank of England and dominate its policies
in any particular.
Mr. STRONG. But the Government has a lot of influence in the Bank

of England, more than we would have in these 50 groups that we have
been talking about.
Governor YOUNG. Well, the Government, through the Federal

Reserve Board, has some influence with the Federal reserve bank
Mr. STRONG. But here are 50 groups bigger than the Federal

reserve system, controlling more money and credits than the Federal
reserve system.

Governor YOUNG. Under the present law, they could go as far es
the Federal Reserve Board and they could go no further. Is that not
correct?
Mr. STRONG. Yes; but my idea is that they would dominate and

control the Federal reserve banks and the Federal Reserve Board.
You will remember that the Second National Bank, with its branches
and the monopoly given it by its Federal charter, was so strong in this
country that it dominated and controlled Congress, loaning money
to Members of Congress and the great newspapers of the county/.
until, although a national election campaign decided to the con-
trary, were able to force through Congress a renewal of their charter.
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Nothing but the backbone of Andrew Jackson stopped by a veto the
extension of that charter.
, Governor YOUNG. I should regret it, of course, Mr. Congressman,
lt the Federal Reserve Board should ever get to a position of that kind,

(g the Congress of the United States. When the Second Bank of thebited States did get to that position, of course, the bank was termi-
nated.
Mr. STRONG. The present Comptroller of the Currency, having

,esPoused branch banking, advocates as a restriction that it be limited
t? trade areas? I am unable to tell just what he thinks their territory
8,ftould be, but he uses the term of "trade areas." Now, your belief is
that regardless of such limitation, eventually we will have nation-
wide branch banking.
Governor YOUNG. I may be entirely wrong, Mr. Congressman,

alid he may be entirely right, and we hope that these investigations
will bring out what is best. I agree with the comptroller entirely in
SP far as the present situation is concerned that if a trade area can be
Fescribed, as I think it can be, it would be better to confine branch
Panking to that trade area in an attempt to permit branch banking to
build up in a systematic way and not build up in a way that is too
rapid for us to operate at the moment. Now, if he feels that that is
as far as it should ever go, and I feel that eventually it will become„

_tion wide, that is a difference of opinion; that is all.
Mr. STRONG. Well, as I understand it, then you both are agreed

911 this proposition, that for the present it would be better to limit
it to trade areas?
Governor YOUNG. I do.
Mr. STRONG. Is it your idea, then, that men are going to be less

selfish and more patriotic 50 years from now so that they can be
trusted with nation-wide branch banking?
Governor YOUNG. I do not like to put it that way, Mr. Congress-

Mr. STRONG. I know, but there is a difference; you and the comp-
troller agree that we ought not to have nation-wide branch banking
1,10w, that first of all we should build up trade area branch banking,
°tit you believe that eventually they will break down those trade
areas and we will have nation-wide branch banking?
Governor YOUNG. I think so; yes.
Mr. STRONG. Why do you think so?
Governor YOUNG. My position to-day, at the moment, Mr.

Congressman, is that technically we are not prepared to operate a
sYstem of that kind.
Mr. STRONG. Do you think that the men are not experienced

enough so that at the present time it would not be safe to trust them
With nation-wide branch banking, so that you propose to build up
With trade area branch banking?
Governor YOUNG. I would prefer to see it approached through

trade areas.
Mr. STRONG. That is what I am afraid of, that it is going to be

approached in that way.
Governor YOUNG. I think, Mr. Congressman, that it is now being

approached through the group banker.
Mr. STRONG. Yes; I know there is a very decided effort on the part

iof capital—and everybody knows t1—to break down the independent
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bank and finally come to nation-wide branch banking. I can see that
coming and, of course, this group banking is helping their cause.
Go vernor YOUNG. I think it is a little more than that, Mr. Congress-

man. I do not think this demand comes entirely from the cities.
I think it comes from the country to a certain extent, so much so
that the commissioner of banking of the State of Minnesota in 9;
public statement yesterday advocated branch banking. He stated
that there are 154 communities in the State of Minnesota to-dal
without banking facilities, many of which do not need banking
facilities and many of them that do. He advocated the extension of
branches into those communities rather than a revival of the $10,00°
unit banks. I can not help but agree with him, that he is right.
Mr. STRONG. And I can agree with you that more and more otir

officials are seeking banking through a branch-banking class. For
instance, in recent years we had the Comptroller of the Currency come
before this committee and make a very eloquent and splendid state-
ment against branch banking, but he thought that we could limit it
to the city where the parent bank was located, and we passed a laW
agreeing with such position. Now comes the present Comptroller of
the Currency and says it ought to be extended to trade areas, and
following him, you, as the Governor of the Federal reserve system say
that eventually, within 50 years, we will have nation-wide braneu
banking. That is what I am worrying about.
Governor YOUNG. Mr. Congressman, the probabilities are that 10

years ago or F years ago I probably would have said the same thing
that the Contotroller of the Currency Dawes said at that time, but
conditions are changed.
Mr. STRONG. Then the influence in favor of branch banking i9

gradually having an effect.
Governor YOUNG. Conditions are having their influence on their

position, as they are on mine, yes.
Mr. STRONG. Do you not think that they are controlling the con-

ditions?
Governor YOUNG. The Comptroller of the Currency?
Mr. STRONG. Oh, no; the men who control and dominate the

money of the country, and that it is their influence that is bringing
about the conditions which are causing the officials to change their
position?
Governor YOUNG. Well, if they are bringing those about for the

betterment of the country, obviously I can agree with them—I mean,
in my opinion.
Mr. STRONG. I will agree with you that if they are doing it for

that purpose and those men should always continue in that mind,
it might be a good thing, just like I think a monarchy would be
more economical and a good kind of a government if the monarch
were always just and unselfish and had the interests of the people
at heart, but we found through the generations that that does not
result, and consequently we have come to a people's government,
which is much more expensive and inefficient, in order to keep selfish
interests from dominating and controlling.
Now you propose to gradually increase a system that you admit

within 50 years will bring about nation-wide branch banking, con-
trolled by perhaps 50 groups. To say that those 50 groups will be
unselfish and have only the interests of the people at heart seems to
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e to be kind of going against the rules of human nature as we have
Known them in the past.
Governor YOUNG. Well, I just would like to. correct that: I said it

would probably take 50 years and that the minimum would be fifty
groups.
, Mr. STRONG. Well, if within three or four years the officials of our
Banking system of the United States have changed from a belief that
!ranch banking ought to be limited to the city where the parent bank
la located to a position where it is believ. ed that there ought to be
branch banking limited to trade areas, is it n. ot reasonable to suppose
that nation-wide branch banking will come in less than 50 years?
Governor YOUNG. You have had an expression from two officials,

from the Comptroller of the Currency and myself. What my col-
agues may say to you or what others may say to you in the official

1,.Ife of the Government or in the State governments I do not know.
have had a feeling for some time that I have been almost alone in

Illy opinion.
Mr. StRONG. But this committee, and I think the country generally,

°as a good deal of confidence in your opinion.
Governor YOUNG. I hope so.
Mr. STRONG. I think they do, and your opinion is that within 50

Years we will have nation-wide branch banking?
Governor YOUNG. Probably. .
Mr. STRONG. I am only pouiting out that if some influence or some

• conditions or whatever you may call it have changed the views of the
officials within three or four years from believing that branch banking
Should be confined to the city where the parent bank is located to
believing that it should now be confined to trade.  areas, it does seem
lo me that perhaps nation-wide branch banking will come in much
Jess than 50 years.
Governor YOUNG. Well, that 

is not 
frank opinion, Mr. Congressman,

iand I will have to confess that t s not a. very popular one.
Mr. STRONG. Well, it is not popular with me.
Now, I would like to get to this present situation. The Comp-

troller of the Currency evidently thinks, and you seem to think,
that branch banking should be restricted now to trade areas.
Governor YOUNG. That is correct.
Mr. STRONG. And Congress is to be asked to set up a definition of

those trade areas. What is your suggestion to this committee as to
What those trade areas should be?
Governor YOUNG. I have stated before the committee several

times, Mr. Congressman, that I can not at the moment define a
trade area. It would be very easy in certain Federal reserve districts
an id hard in others. I think t would be very easy to define a trade
area in the first Federal reserve. district, the New England district,
While in your district in Kansas it would be extremely hard to define
it, and there would be much overlapping at Omaha, Wichita, Kansas
City, Tulsa, and Oklahoma City.
Mr. STRONG. And when we reached Chicago and St. Louis, espe-

cially Chicago—
Governor YOUNG. It would be difficult there.
Mr. STRONG. What would be the situation in the East? Would

Poston and Philadelphia have separate trade areas, or would they be
In the trade area of New York?
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Governor YOUNG. These are impulsive thoughts, Mr. Congress'
man.
MT. STRONG. I appreciate it.
Governor YOUNG. You would have to sit down at the map and

consult with the local people and attempt to work out something,
but I would say that the three of them would be separate trade aree8.
Mr. STRONG. You would not think that New York would finally

dominate and control the three?
Governor YOUNG. I do not think so; not at this time.
Mr. STRONG. How many trade areas do you think there would he

in the United States if we would agree with the comptroller's idea,
and yours?
Governor YOUNG. As near as the Federal reserve system has beef;

able to define those trade areas through its branch districts, it would
be 25, and then, of course, there is much overlapping in that, and ther
is a larger trade area covering those trade areas. That is represented

pretty well by the 12 Federal reserve districts.
Mr. STRONG. And we would have perhaps Boston, Philadelphid,

and New York, the three of them, out of the 25?
Governor YOUNG. There would be 37, Mr. Congressman, if you

include the territories of the head offices of the Federal reserve ban'ics;
Mr. STRONG. Would or would not that necessitate the changing 0'

the districts of the Federal reserve system?
Governor YOUNG. It might. We have changed the district lines

on two or three occasions.
Mr. STRONG. Would you increase the number of Federal reserve

banks?
Governor YOUNG. You can not.
Mr. STRONG. Well, Congress can.
Governor YOUNG. Yes.
Mr. STRONG. Would you recommend to the Congress that theS

do that, or do you think that would finally follow?
Governor YOUNG. Mr. Congressman, you are pressing me on s

question that I really have not made up my mind on yet.
Mr. STRONG. I do not want to do that.
Governor YOUNG. I am afraid that--
Mr. STRONG. I do not want to embarrass you at all. I am kid!

intensely alarmed about the extension that you propose. I just want'

to get all the information I can, and I would rather have your °pinkn

on it than my own.
Governor YOUNG. It is a bit embarrassing to say to you that I edil

not give you that information yet. I expect some day to be able W

recommend something.
Mr. STRONG. Then if we had 35 or 37 trade areas in the United

States, or any set number, the growth and improvement of the

country would finally, in your opinion, demand more trade areas—t'

increase in the number of trade areas?
Governor YOUNG. It probably would.
Mr. STRONG. In these trade areas group banking, unless restricted,

would finally dominate and control the banking in those trade areas,

would it not?
Governor YOUNG. Group banking has a possibility of proceeding

too rapidly, in mv opinion.
Mr. STRONG. Do you think it ought to be checked?
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Governor YOUNG. Not unless you offer something in substitution.
Mr. STRONG. You offer branch banking—that is the idea?
Governor YOUNG. That is my idea. 
Mr. STRONG. Are you going to restrict those banks so that there

%11 be no consolidation of interests by group banking?
Governor YOUNG. I would; yes.
Mr. STRONG. You would absolutely fix those branches and those

rade areas so that they could not extend by any combination of
Uiterests, out beyond those trade areas?
Governor YOUNG. That would be my solution of the difficultyat the present time, if such a thing is possible.
Mr. STRONG. Why do you think that eventually the adoption of

that system would spread into nation-wide branch banking?
Governor YOUNG. Because as men became trained in the operation

of, ,these smaller groups, they would be in position to expand further.
Mr. STRONG. And they would want to do so?
Governor YOUNG. I believe SO.
Mr. STRONG. Then, whether we will have trade area branch bankingor nation-wide branch banking simply depends on the time when we
11 have men trained in nation-wide branch banking?
Governor YOUNG. I believe so.

„Mr. STRONG. Now, do you think there 
i

will ever be men created on
1,14118 earth who, after they become efficient n nation-wide branch
:Jalliking and achieve it, will not be selfish enough to look after their
interests as against the interests of the country?
Governor YOUNG. They will have plenty of competition, Mr.
"11 ess iman, so I do not believe' that s possible.

Mr. STRONG. Just let me go into this a little. Suppose that we
*4 up 37 trade areas, that by law we restrict them absolutely. Yet
'°111' opinion is—and I respect it—that eventually out of those 37trade areas will grow nation-wide branch banking, when the men are
trained and desire nation-wide branch banking?
Governor YOUNG. I do.
Mr. STRONG. And the only thing that will cause those men tobreak down our law, to change our law of trade area branch banking,

will be the ability to handle nation-wide branch banking and their
lufluence to change the law, will it not?
Governor YOUNG. Well, the public influence to change the law.

iMr. STRONG. You explained that the bankers n the States have
had that influence in their legislatures to change the law. Now you
are going to have trade area branch banking, and then you are goingto build up men of such experience that they will have nation-wide
1.branch banking ability and eventually achieve it. It will not be
7 the influence of the people; it will be by the same influence of the

a.tional Legislature that has been exercised and used on the Statelegislatures. It will not be the demand of the people.
Governor YOUNG. Mr. Congressman, a banker has two classes of

eiustomers, depositors and borrowers, and the number of depositors
always exceeds the number of borrowers. If a branch system is
q ieated in this country, even n a small trade area, and the depositor
gets the protection that he has not been given for the last 10 years,

that extends to a larger trade area and those depositors get the
Protection that they have not been given previously (and that I
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believe they can get it under a branch system), their influence is
going to be very far-reaching as to whether or not that extends to a
nation-wide branch banking system.
Mr. STRONG. Yes; but you do not think that the depositors are

ever going to control these groups, do you?
Governor YOUNG. The depositor is the man that makes it possible-
Mr. STRONG. He is the man that has the money to deposit, blIt

ihe has to put t in these banks. These banks are already in 6'11
country, although they have not yet achieved their objective, 01
trade area branch banking; they already have such an agreement
when you go in and deposit the money in the bank whereby they saY'
"If you do not deposit a certain amount, we will have to charge yo.0
a fee, and if you want to borrow money, you must leave a part of it 10
the bank." So the depositor will have no choice but to put it in one
of those banks. He can not exercise any influence; he does not nqvi*
Governor YOUNG. If the depositor is not satisfied with the solidity

or the policy of the bank, obviously he does not deposit there at.an•
If he is a depositor and these groups or branch banking organization!
are unreasonable with him, obviously he has an investment market'
that extends all over the world, so that he can do what he wants. to
do with his money. They are compelled, through the depositor
and his power in the whole situation, to make things attractive. t°
him. They have got to compete, and if they do not make things
attractive to him, they lose the depositor.
Mr. STRONG. Yes; the depositor goes to his bank and says, "I de

not like that new rule you have; I will take my money to some other.
place," and the banker says, "All right." The depositor goes over to 

ithe other bank and he s confronted with the same rule. He can no.t
dominate and control and dictate to that bank as to what their
rules shall be; they are going to dictate to him.

Governor YOUNG. From what we hear from the bankers and front
what we have heard from the bankers in the last 10 years, the
competition that they had through Government bonds and the core
petition that they had through bond houses, as well as the competition
that they had, if you will, with the call loan money, leads me to behey°
that the depositor has become a very important factor in this entire
situation.
Mr. STRONG. But unless he organizes into groups himself, he will

exert no influence.
Governor YOUNG. There has been no organization for the last 1?

years; there was no organization in so far as call loans were concernen•
Mr. STRONG. But when he withdraws his deposit and goes to the

next bank and he meets the same condition, what can he do?
Governor YOUNG. He withdraws his deposit and he has the entire

investment world to take his money to:
Mr. STRONG. Yes, but perhaps he is not a judge of what those.

investments mean; perhaps he does not want to bury his money lin.
those investments, but he just wants to leave it in the bank.
may be $5,000, $10,000, $50,000, or $100,000. Maybe he wants t1
leave it there against the seasonal requirements of his business, an°
if he does not like the terms offered him by the bank and he goes to
the next bank he will probably .meet the same terms.
Governor YOUNG. I will again repeat that if conditions ever get

so bad as that in this country, I will agree with you on that; but I do
not think they will.
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Mr. STRONG. I hope that your thought is right, but my fear isthat they might, and I think that the Congress of the United Statesought to so regulate the financial policies of the country and make
tucY laws that the men who handle the money and credit of theunited States will never dominate and control it, because I fear that
they will not be unselfish when they get that power.
Governor YOUNG. Well, I think, Mr. Congressman, that one ofthe great steps in that direction is the Federal reserve system, andthat is still with us.
Mr. STRONG. I agree with you, if we d9 not build up organiza-tions of banking that overpower and dominate the Federal reservesYstem.
Now, in your opening remarks to the committee, you referred toOur changing bank structure. By that do you mean the tendencytoward group and chain and branch banking?
Governor YOUNG. Yes, sir.

, Mr. STRONG. Who should control those changing conditions, the°anks or the Congress?
,Governor YOUNG. I believe the Congress, but it has gone so far,Nr. Congressman, that it is going to develop many complicationsIn attempting to control it.
Mr. STRONG. I agree that the banks are bringing about those

changes.
Governor YOUNG. They have under State laws; yes.
Mr. STRONG. Now, if the Congress does not take some drastic

!tetion, under your thought, we are going to. proceed with branch
clanking and eventually we will have nation-wide branch banking?
Governor YOUNG. Well, group banking; nation-wide group bank-

yes. Under the present law we now have—
r. STRONG. And if we control the group banking, we are goingto have nation-wide branch bankmg?

Governor YOUNG. If you control the group. banking, I think it hasgone to a point where you must offer something in substitution.
Mr. STRONG. That is, we have to abandon in the United States

the policy and idea of unit banking?
Governor YOUNG. In my opinion; yes, sir. I do not mean bythat that the unit banker will necessarily be eliminated.
Mr. STRONG. Well, the former Comptroller of the Currency cameus and said, "Unless you have branch banking in cities like NewX ork, Detroit, New Orleans, and San Francisco, where they arePermitted to have branch banking under State law, you are goingto destroy the unit banker; they are going to put branch State banksall over the city of New York, and if you are to maintain the Federalreserve system and the national banking system you have got toPermit the national banks to have branches in the cities where theParent banks are located," and we acceded to that.
Governor YOUNG. Has not that been for the benefit of the depositorand borrower in those districts?
Mr. STRONG. I do not know. It has been followed up with combi-nations of great banks. The combinations are increasing, and theUnit and individual private bankers are being driven out.
Governor YOUNG. I believe that it has been a benefit.
Mr. STRONG. To whom?
Governor YOUNG. To the depositor and the borrower.
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Mr. STRONG. Have interest rates to the depositor been increased
or decreased?
Governor YOUNG. Well, I do not know. I would say it is about

the same.
Mr. STRONG. Is it not a fact that generally throughout the country

the man who deposits money in a bank is being asked to take a smaller

rate of interest, and is that not the tendency?
Governor YOUNG. That happened in the Northwest in 1921

clear through until 1927, under the unit banking system.
Mr. STRONG. Yes; and that is a gradual tendency, is it not?
Governor YOUNG. In the East there seems to be a tendency on the

part of the mutual savings banks to pay a higher rate.
Mr. STRONG. I do not know about that.
Governor YOUNG. But the rate 8 or 10 years ago was an average

possibly of 4 per cent.
I will ask Congressman Luce to correct me if this is not true.

The mutual savings banks have had a tendency to increase in the
last 10 years, rather than decrease their rate to depositors.
Mr. LUCE. Absolutely.
Mr. STRONG. But the regular banks that are in these combinations,

group and chain, have not increased the rate to their depositors,
have they?
Governor YOUNG. Nowhere that I know of.
Mr. STRONG. Then it has not been for the benefit of the depositors

to have these groups formed, because they are getting a smaller rate

of interest.
Governor YOUNG. I was speaking about his protection, rather than

the interest return he received.
Mr. STRONG. I know; but you might give him ever so much

protection and no return.
Governor YOUNG. Mr. Congressman, I can pay 3 per cent and

give a depositor security in an mstitution. I can pay 4 per cent and

break that institution.
Mr. STRONG. But suppose that these combinations would tell

the depositor that they could give him security at 2 per cent, but not

at 3 per cent?
Governor YOUNG. Then the depositor can still go to thern postal

savings bank or to the United States Government bonds or to num-

merable well-seasoned bonds throughout the United States and get

a much higher rate than 2 per cent.
Mr. STRONG. But the average depositor, except the big fellow,

throughout the country, does not deal in bonds.

Governor YOUNG. I believe that many of them have become security

buyers.
Mr. STRONG. Yes; many. of them have, possibly, but I am talking

about the poor depositor in a small bank. He puts his money in

there against the seasonal requirements, and does not want to put 
it

in bonds, and he used to get 4 per cent where he is now offered 3.

In some places he is not offered anything; I know of banks that say,

"We have too much money; we will not pay a cent on deposits."

Governor YOUNG. My experience in the commercial banking busi-

ness, Mr. Congressman, was that a man that deposited seasonally

was not paid any interest. I do not think he is to-day in the unit

bank, and I do not think he is in your chain or group bank.
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Mr. STRONG. If he is not paid any interest on a deposit, and in
addition to that he is asked to maintain a certain amount of money
in the bank, if he is allowed to put his money at all, he does not have
the accommodation he used to have, does he? It is getting worse
all the time.
Governor YOUNG. That has developed under the unit banking

System, Mr. Congressman, and one of the faults of the unit banking
System was that they would take an account of any kind, even though
a man only maintained a balance of $5 or $10. Experience has shown
that, even in those small country banks, if there is a depositor who
maintains a balance of less than $200 on a regular checking account,
that account is handled at a loss. I do not think you can ask any
banker to operate at a loss. The result was that many of the unit
banks in the ninth Federal reserve district realized that that was a
source of loss to their institutions, and they put on a charge of 50
Cents or $1 a month; and in my opinion they were entirely within
their rights when they did put that charge on.
Mr. STRONG. Then that is under the policy that unless the banker

Makes money out of the little depositor, the depositor is entitled to
no service?
Governor YOUNG. But he gives him a service.
Mr. STRONG. But not unless he charges him?
Governor YOUNG. I do not think he should give it at a loss or

gratuitously.
Mr. STRONG. Then through this development in banking that has

been going on, we have reached the point where the banker is going
to have a profit upon every item of his business?
Governor YOUNG. Why shouldn't he?
Mr. STRONG. Other businesses do not do that, do they?
Governor YOUNG. Why shouldn't they? They should.
Mr. STRONG. Simply because it is rather a hardship upon the little

depositor and the little business man and the little individual. The
railroads claim that they do not make any money out of their pas-
senger service, but we compel them to run passenger trains because
of the franchise that is given to them to operate railroads. Now, if
we do not have any more control over them than we apparently have
been having over the banks, if they can build up combinations, the
time will come when they will say, "No, we must have a profit out of
every service we render."

If that system is continued, it means monopoly, and combinations
are going always to continue to make a greater hardship upon the
people.
The CHAIRMAN. May I ask a question there?
Mr. STRONG. Yes.
The CHAIRMAN. Governor, a suggestion was made here, I think by

Mr. Seiberling or some one earlier in these hearings, in regard to
introducing facilities for service to these rural communities in the
post offices. Now the post offices are legalized to receive savings
deposits up to $2,500, and in that connection I understand there is
pending here in one of the committees a proposal to increase the limit
which one can deposit in the savings end of the post offices up to
$5,000. Inasmuch as the post offices are also authorized to issue
money orders, I am wondering, in connection with your suggestion
here that we are headed for group banking and eventually nation-wide

100136-30—vor. 1 PT 7-5
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branch banking, which .would indicate the coining of larger grnties,
and perhaps of less service in rural communities, whether you woillo
advocate an enlargement of the facilities of post offices to ena 

i 
ble

these people n remote districts of the country to have some facility
whereby they could pay their bills by checks on the post office, after
having first deposited their money there.
Governor YOUNG. They have that facility now.
The CHAIRMAN. They have the facility of drawing checks against

their accounts?
Governor YOUNG. No; but they have the facility of buying post-

office money orders.
The CHAIRMAN. Apparently we are getting to the point where these

rural communities are going to be deprived of banking facilities, and
I am wondering whether you would advocate the enlargement of
the facilities of the post-office system so that a farmer could draw
his own check against the post office in his locality and in that waY
facilitate the settlement of his necessary transactions? lain prompted
to ask that because of the questions which have been asked you b7,
Mr. Strong as to the attitude of the banks in refusing to take small
accounts without paying a service charge.
Governor YOUNG. I would not.
The CHAIRMAN. You would be against that?
Governor YOUNG. It would be a tremendous cost to the United

States Government on which it would get no profit. It costs the
iFederal reserve system n the neighborhood of $10,000,000 a year to

handle checks gratuitously.
Mr. STRONG. And that has been saddled by the banks onto the

Government.
Governor YOUNG. The banks say it is the other way.
Mr. STRONG. But the banks in the cities where the Federal reserve

or its branches are located are escaping their former costs in the v. aY
of collection charges.
Governor YOUNG. Not at all.
Mr. STRONG. Why, the national banks do not charge for collections

now, do they?
Governor YOUNG. Many of them do.
Mr. STRONG. But those exchanges are made by the Federal reserve

system now; those clearing-house exchanges?
Governor YOUNG. Yes.
Mr. STRONG. At the expense of the Treasury?
Governor YOUNG. At the expense of the Federal reserve banks.
Mr. STRONG. But if that money remained in the Federal reserve

system and if they collected the charges and were charging the banys

for that service that the banks used to have to pay for, then the excise

tax to the Government would be increased, would it not?
Governor YOUNG. That is correct. 
Mr. STRONG. Then the Government is paying it.
Governor YOUNG. We maintain that that is one of the services

that we give to the banks.
Mr. STRONG. Yes; at the cost of the Government.
Governor YOUNG. At the cost of the banks. The banks furnish

the reserve balances that permit the handling of these checks.
Mr. STRONG. But if a profit is made by these Federal reserve banks

after the 6 per cent is paid and if you do not take the cost of making

1



BRANCH, CHAIN, AND GROUP BANKING 769

those collections out of the Federal reserve balances, there is that
Much more left that goes to the Government.
Governor YOUNG. I know, but if one-third of the banks of the

United States join the Federal reserve system in contributing the
capital and the reserve, they are entitled to some service.
Mr. STRONG. They get it, do they not?
Governor YOUNG. That is what I say; they get it; they furnish the

funds that make these profits possible. The Government does not
furnish the money.
Mr. STRONG. Together with the fact that they can offer eligible

Paper and get money without interest?
Governor YOUNG. Yes. Now, there is a strong desire that the

niember banks get a larger return of the profits of the Federal reserve
system, and I am in agreement with that.
Mr. STRONG. I know, but at the present time the banks in the

cities where there are Federal reserve banks or branches get that
service free that used to cost them thousands of dollars.
Governor YOUNG. It did not cost them anything in the past; they

Easse d that cost back to the depositor in a great majority of cases.
This has been a relief to the public of America at the expense of the
banks.
Mr. STRONG. Well, in my own city competition brought about no

charge for the collection of checks long before that, so that our
People did not get any relief. The banks used to take our checks
and pay at their own expense the cost of collection

' 
and now the

banks in the cities where there is a Federal reserve bank or branch
save that expense; they have their checks cleared without cost.
Governor YOUNG. In your home community, Mr. Congressman,

you are speaking about the foreign checks that you deposit with your
local bank?
Mr. STRONG. Yes.
Governor YOUNG. How about the checks that foreign banks got

on your local bank previous to the passage of the Federal reserve act;
did they charge to collect and remit on those checks?
Mr. rRONG. It depended on how strong the competition was.

Sometimes they did and sometimes they did not.
Governor YOUNG. Now that it has been eliminated, your little local

banker is the loser. There is no difference as far as the city bank is
concerned, and the public has gained an advantage.
Mr. STRONG. Yes; he is the loser and he is deprived of a large part

of his earnings.
Governor YOUNG. And he is a member bank. So I still maintain

that if $10,000,000 is paid by the banks of the United States, they are
the losers, the public is the gainer, and the Government does not enter
into it at all.
Mr. STRONG. Well, I have to disagree with you on that, because if

that was paid it would eventually go into the Treasury of the United
States, but if it is not paid it is paid out of the profits of the Federal
reserve system, which simply holds back that much of those profits
that ordinarily would go to the Federal Treasury under the excise tax.
Governor YOUNG. That is true. The Federal reserve system could

Put a charge on every check it handled and charge that back to its
member bank, and if the member bank would not stand it it would
Pass the charge back to its depositor.
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Mr. STRONG. They did not in the past do that in a great manY
cases.
Mr. WINGO. May I interrupt you gentlemen right now? Investi"

gating another question, within the last few weeks, I find another
time they charged their depositors for the deposit of a foreign che.eki
They charged them not only interest on the check for the paw"
between the time they are credited with it and the time the amount
actually comes in, but they also charged them a nominal exchange fee'
Governor YOUNG. Correct.
Mr. WING°. In other words, it used to be that the country bank

charged for remitting the exchange on the bank—he is required t°
perform that service free now and not even allowed postage; that is,
he is not allowed to make expenses to say nothing of profits—
whereas he is compelled to lose that, the bankers in the cities where
are located the jobbers and wholesalers, are still collecting exchange
unless the question of competition forces or compels them to forego
it. I am prepared to introduce documentary evidence to that effect
if this is doubted.

Governor YouNo. I will confirm the statement.
Mr. WiNoo. So, instead of the business of America being relieved

of this burden of exchange, it is just shifted and instead of the count
banker getting it, the bankers in the centers where the jobbers an(cil
the shippers are located, are getting it. The country bankers use,
not to get it where there was perhaps competition that compelleu
him to forego it, but now he is compelled to render all of that servici
free, but, on the other hand, the jobber and the wholesaler and
others, in a great many instances, have to pay their own bank for
collecting the foreign checks.
Governor YOUNG. They always did, Mr. Congressman. There iS

just this difference. Heretofore the country banker charged for
cashing his own checks, and to-day the city banker and the banker
in the larger centers charge for advancing credit on a check that is
drawn on some one else that, it may take 5 or 10 days or two weeks
to collect.
Mr. WINGO. The country banker did not charge for cashing his

own checks. He agreed to do that when presented across the counter,
but he charged for remitting exchange—where he had to send it to
another point. That is what you had in mind?
Governor YOUNG. Yes.
Mr. WINGO. He charged for the remittances and not for his

check. It was not permitted under the law. If he had undertake;
to discount his own check, under the laws of many States, he woulo
have been put into the hands of a receiver.
Mr. STEVENSON. Will the gentleman from Kansas permit me t°

follow that with one suggestion?
Mr. STRONG. Go ahead.
Mr. STEVENSON. That very suggestion appeals to me more strongli

than any other feature of the suggested change by the Comptroller,
of the Currency, and that is the whole trade area of the National
Bank of Philadelphia should have the right to put branches in the
whole trade area. Then a man who has one of these checks and hes
his money deposited in a branch of Bank A, and the head of the branch
A or another branch is in a town where he is paying his 

bills, 
110

deposits in one bank in one town and sends a check to another toNvn
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to another bank and, being all one system, there is not this charge.iHe should be able to deposit his checks n any one of those banks

constituting that system.
, Mr. WINGO. I think there is one concern .where the bank has

ranches-either a branch or chain, I forget which—and still charges
!ts customers an arbitrary interest rate on

 the clearance period and,

In addition to that, it charges 25 cents on up; 25 cents is the minimum
fee for each check.
Mr. STEVENSON. Just to illustrate my suggestion 

Mr. WINGO. I do not object, to showing the gentleman my file on

that—on the collection of exchange on remittances on foreign checks.
, Mr. STEVENSON. If you say the National Bank of Philadelphia—
if there is such an institution—hasia branch n Wilkes-Barre, Pa., and
a merchant in Wilkes-Barre has an  .account in the branch of that.
bank there and he wants to pay a Philadelphia, he draws a

Check on the First National Bank of Wilkes-Barre, the branch, and
sends it to the merchant in Philadelphia, and he can go to the First

National Bank of Philadelphia and say, "Here is a check that I
Want credit for."
Mr. WINGO. He does not get credit for it now.

Mr. STEVENSON. I think if the system is established, he would.
Mr. WINGO. If he draws acheck on a certain branch, he does not

iget credit if that is presented n the home office in the city. He sends
It to his hat merchant, to use an illustration I have in mind—he
sends it to the hat merchant, the .wholesaler, and that hat merchant
takes it to the central bank. That is not cleared immediately and

he pays an estimated interest on that:

Mr. STEVENSON. Well, that is not right. It is the same institution
iand it has got his money, whether n Wilkes-Barre or in Philadelphia.

. Mr. WING°. Of course they all do not do that, where competition
le fierce; in other words, here is a good strong hat house or wholesaler
or a groceryman and the banks are competing for his business. The
bank will take and carry the . float for that wholesale house, but unless
there is very strong competition—and I have found in one or two
Cities where there is apparently competition—they must have some.

gentlemen's agreement where everybody carrying that float and

Charges something for the remittances.

Mr. STEVENSON. The unit bank at Wilkes-Barre is a different

institution from the Philadelphia bank, but if
 it is the Philadelphia

National Bank, located in Philadelphia with a branch in Wilkes-

Earre, it is not right to charge exchange on the money that institution
has in Wilkes-Barre.
Governor YOUNG. I should like to correct the record, for a moment.

The discussion has been in Philadelphia. Philadelphia does not

Charge that exchange.
Mr. WINGO. When did Philadelphia stop charging on foreign

Checks? I had that statement made to me by Mr. Norns once before
and I took occasion in Philadelphia on one occasion to test that out.

Certainly my check bore an exchange charge, and they said my bank
would charge on it. Of course, before I left town, my 25 cents was
returned to me. They did not know at the time they made the
Charge that I was a member of the Committee on Banking and
Currency. They returned the 25 cents.
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Mr. STRONG. I should like to put into the record a letter sent to the
Banking and Currency Committee through the chairman, by Hon.
Hatton W. Sumners, from Dallas, Tex.
This is dated Dallas, Tex., April 1, 1930:
Hon. HAproN W. SUMNERS:
I am inclosing a clipping from a local paper. This action in effect denies to the

small depositor banking facilities, as wage earners seldom have that much to
leave in the banks for their use over and above their own needs, Since they oper-
ate mostly under Federal charters I think it about time some regulatory measures
were considered by Congress and Senate. They regulate service of railroads,
post offices, and several other public service institutions, and I think they need
it as much so as any of these other concerns.

Mr. WINGO. Is that the letter that inspired the chairman to advo-
cate these checking accounts in post offices?
Mr. STRONG. He incloses a newspaper clipping headed, "Banks to

hike service rates—To double 50-cents charge and raise $50 to $100."
He also incloses a slip evidently being sent out to depositors by the

Dallas National Bank, which reads as follows:
MARCH 31, 1930.

Notice to our depositors: •
Beginning with the month of April, we will make a service charge of $1 per

month on all checking accounts averaging less than $100. We have been handling
accounts of this size at a loss.
We believe that every citizen is entitled to banking facilities, but feel that

each person should pay the actual cost of handling her or his account.
We sincerely hope that all of our customers can keep their balances above $100.
This does not apply to savings accounts—no charge will be made on them.

DALLAS NATIONAL BANK.

That is in line with your thought, Governor, that banks should
rightfully make those charges to their depositors, so that they will not
operate at a loss?
Governor YOUNG. It is. I think that.
Mr. STRONG. Is not that a very strong reason why the suggestion

of the chairman might be considered, that if the banks are going to
refuse to small depositors and the laboring men whose semimonthlY
payments probably will not be much over $100—they are going to
charge them $1 a month—might it not be a good thing for the Gov-
ernment to liberalize their postal-savings banks so that the small
depositor in rural communitities may be served without that kind of
charge?
Governor YOUNG. I think I know enough about the commercial

banking business to realize that the Dallas National Bank is not mak-
ing a profit on that transaction. They may be breaking even.
As a citizen of the United States, I would be bitterly opposed te

the United States Government assuming a cost of $12 per person for
cashing their checks in payment of bills.
Mr. SEIBERLING. In this connection, I should like to ask a question

or two.
Mr. STRONG. Go ahead and ask them, but make it just one or two

questions as I should like to go on with my thought.
Mr. SEIBERLING. It is in connection with this particular subject.
Since you have made the statement you have about the charge on

accounts below $100, what balance do you think makes an account
a paying account?
Governor YOUNG. It would depend on different sections of the

country.
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Mr. SEIBERLING. Just an average, in a general way—$100 or $200?
Governor YOUNG. As I figured it out at one time in the bank I was

with, I think it was in the neighborhood of $200.
Mr. SEIBERLING. If you believe they should charge them when they

have a losing account, do you not think they should pay interest on
daily balances above $200, on checking account? Do you not think
they should pay some interest because that becomes a profitable ac-
count?
Mr. BRAND. Governor, you had better be careful about answering

that question. The whole country will read about that when these
hearings are published.
Mr. STRONG. Are you a banker?
Mr. BRAND. A small one. We do not charge anything for the serv-

ice nor do we pay an interest on deposits.
Governor YOUNG. I think competition, Mr. Congressman, would

force him to pay interest on deposits over and above a certain amount.
I can not fix the amount because it is different all over the country.
But you know and I know that there are national banks that do not
pay interest.
Mr. SEIBERLING. I am not asking you what competition would do,

but you have stated that where an account is below $100 or $150, it
becomes a loss to the bank and the 

if 
should pay for the serv-

ice. I am asking you theoretically f you believe that, that the deposi-
tor should pay because it is a loss to the bank, should not the bank pay
the depositors something when the account's average daily balanc.es
reaches an amount where the bank makes a profit on it?
Governor YOUNG. In actual practice, Mr. Congressman, it is done.
Mr. SEIBERLING. What do you think about that yourself? Is not

that right both ways? If your theory is correct., should not the
other theory also apply?
Governor YOUNG. Well, I have done that very thing in commercial

banking—not with all accounts.
I have to correct that a little bit, because when I was in the com-

mercial banking business, they had not gotten up to the point of
analyzing their accounts sufficiently well to realize they should put
a charge on unprofitable .accounts: I never put a charge on an
unprofitable account, but if I was in the commercial banking busi-
ness to-day, I would do it:
On certain open checking accounts that I had and I felt they

were profitable and knew they would go elsewhere if I did not meet
competition, I have paid an 

i
interest on the average daily balances.

Having done that and believing t, my reply to your inquiry, actually
and theoretically, is yes.
Mr. SEIBERLING. I think that is all. I should like to ask another

question, but I do not want to take up any more time from Mr.
Strong.
Mr. STRONG. Well, go on.
Mr. SEIBERLING. There are many banks in the country that

charge this $1 a month service that do not pay a cent to any one
on checking accounts, is not that true? That is true, is it not, no
matter what the amount of the balance is?
Governor YOUNG. No; I think that practically every banker in

the United States has announced that it will pay interest on some
accounts.

IIP 
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Mr. SEIBERLING. Oh, a $100,000 or $200,000—big commercial
companies—but I am talking about the ordinary commercial accounts.
Governor YOUNG. Yes, there would be many of those.
Mr. SEIBERLING. And there are banks that will make a man's

wife pay if the account goes below $100, $1 a month, when the
husband has an account of five or ten thousand dollars balance and
gets nothing on it.
Governor YOUNG. Well, I do not know about that, Mr. Congress-

man.
Mr. SEIBERLING. That is all, Mr. Strong, and I thank you very

much.
Governor YouNo. It seems to me that could be avoided by a joint

account.
Mr. SEIBERLING. I want to say I am opposed to the $1 a month

charge and I agree with Mr. Strong that that is a service the banker
should render just as the groceryman has to deliver a small order of
groceries at a loss or a merchant deliver thread to a house.
As long as the bank makes a large profit for the stockholders, I

think they owe some duty to the public, especially to these young
people who are starting out in life, and ought to be educated in the
banking business and should not be shut out of the banks.
Governor YOUNG. This has been developed in the ninth Federal

reserve district in the small country banks. Obviously when the
banker saw his bank go down and aid not have any profits himself
and he began to analyze his own situation and discovered where he
could cut down where business was not profitable, and he felt com-
pelled to do so.
He learned that he had a large number of small accounts that were

not profitable and he was distributing calendars and pocketbooks,
and in an effort to put his institution on a paying basis, he put on the
service charge.
Mr. SEIBERLING. He finds one part of his business unprofitable and

he charges for the service and finds another part extremely profitable
and pays no reward for those accounts. At the end of the year the
stockholder has received a fine dividend and the depositors have been
penalized and others not rewarded who held big accounts.
Governor YOUNG. That is not true in many of the small banks I

am speaking about in Minnesota and the Dakotas.
Mr. STRONG. It is also true, Governor, is it not, that a feu years

ago the little bank was deriving a great deal of income through
charging for the cashing of checks, and largely through the influence
of the Federal Reserve System checks were taken up and collected
at par and no charge made, and that revenue was taken away from
them?
Governor YOUNG. That is correct.
Mr. WINGO. Is this true or not, may I ask 
Mr. STRONG. Certainly.
Mr. WINGO. It has been contended that a great many of the

small grocerymen and small bankers have been forced out of business
because they have rendered so much free service they could not
make a profit and no business, grocery or banking, can exist in a,
community and serve a community unless it can make enough
profit to live?
Governor YOUNG. Correct.
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Mr. WING°. Is not that one of the major reasons why the smaller
banks are dropping out, because they find the business unprofkable
and they have started to analyze their losses and finding where they
could charge for a service and exist and serve the community?
Governor YOUNG. That is correct.
Mr. STRONG. In my question I wanted simply to draw a compari-

son where formerly the little bank was charging a fee for the collec-
tion of checks, which was a considerable part of its income, through
the action of the Federal reserve system and its par collection of

.checks, that revenue was taken away from them?
Governor YOUNG. I would rather say it was the action of the Con-

gress of the United States.
Mr. STRONG. Well, the idea being developed and encouraged by

the Federal reserve system?
Governor YOUNG. The law is specific, I think, Mr. Congressman.
Mr. Womo. But the law specifically says they may charge not to

exceed one-tenth of 1 per cent. But there was a little joker put in
there. Congress was told that it would not destroy that revenue but
Would only prevent excessive charges, but in actual operation, it did,
Governor. That is the trouble with that. The little joker is that
they provided that a charge shall not be made against a Federal
reserve bank and then you compelled them to go through the Federal
reserve banks.
Mr. STRONG. We had that in our hearings once.
Mr. WINGO. The effect was the same as repealing that one-tenth of

1 per cent ,permissible charge.
Mr. STRONG. Now, 1 am not going to yield any more until I develop

iny own line of thought.
Mr. WING°. Very well; you use the rest of your 10 minutes, and

What you do not use, yield to Mr. Luce. (Laughter.)
Mr. STRONG. I am going to decline to yield any more.
This privilege of charging this fee on checks, having been taken

sway from the banks, went largely to the profit of the big banks in
the float, has it not—in carrying that float—and passing it on to the
Government?
Governor YOUNG. I do not think so. The larger banks in the

larger centers, if they were to charge their country correspondents
they, in turn, piss the charge back to their depositors. That was the
g_eiieral practice, with the exception of one or two points in the
United States where they figured they could absorb that charge and
the business they would get would compensate for the charge.
The CHAIRMAN. NI ay I suggest, Governor, that Philadelphia, at

the time ,of the pa,sage of this particular provision here, was one of
the cities that was doing an extensive collection of checks for country
banks and was requiring compensating balances. They took prac-
tically all checks that came to them and credited them on sight and
inade no charge for collection, but absorbed whatever charges there
might be in the collection of those checks themselves.

It was made known at the time of the discussion here that the
Philadelphia National Bank, as I recall it now, was one of the largest
institutions in Philadelphia and was doing the largest collection busi-
ness of probably any of the banks there. By this change, and not
being forced to pay anything for the collection of those checks which
they took from the country banks, they made a saving of approxi-

ately $500,000 a year.
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Under the working of the plan, those checks were cleared through
the Philadelphia Reserve Bank and that did relieve the big city banks
of that charge which they had heretofore been absorbing.
Governor YOUNG. In those two or three specific cases where they

were collecting nation-wide; yes.
Mr. STRONG. In this case of the Dallas bank don't you think it

fair to assume that this notice by the Dallas National Bank was not
sent out until all the banks of that city had agreed to this proposition?

Governor YOUNG. I do not think so, but I assume it was a clearing
house agreement.
Mr. STRONG. Then, the more closely banks in the cities become

connected with each other, the more it is going to cost the public to do
business with them.
Governor YOUNG. They were just .as close 20 years ago as they

are to-day, under a unit system. This is not a group system.
Mr. STRONG. If they are proceeding to do that now, saying, "We

are not going to do business with the public unless the workingman
leaves $100 in our bank or pays $1 a month "—if they continue that,
they will deprive the public of a banking privilege they have had?
Governor YOUNG. No; they are 7oing to charge them for it.
Mr. STRONG. Yes, at a profit. N ow, if the Government can forego

several millions of dollars in its revenue it would get from the Federal
Reserve System because of this system that they have of standing the
expense of the clearirg horse in the various cities and the banks are
going to put that obligation upon the people who have small accounts,
do you not think the Government would be justified in providing 11
system of banking through its Post Office Department or otherwise,
whereby the people could enjoy those privileges without paying the
price they are asked to pay for them?
Governor YOUNG. I do not.
Mr. STRONG. You think the banks should be allowed to insist on

a profit in every line of their business?
Governor YOUNG. I do, if they elect to take it.
Mr. STRONG. Following up my thought that I have in my mind,

the thought I have is this: When we have trade area branch banking,
which will be dominated and controlled by a few groups in the trade
area, the rules and agreements between the banks will very likely
be more stringent and more demanding of a profit than they are now.
Along that line, let me say in my district I know of a new bank that
started out and had pretty hard sledding. It adopted a policy of
accepting a checking account as low as $1. It admitted it WO
unprofitable, but they built up a clientele of a great many thousand
boys and girls who never had had a bank account before.
In the course of six or eight years, those boys and girls and young

men got into business. They still keep their accounts in that bank.
Gradually that bank became the dominant bank of the town through
the fact of doing a little business for less than cost and accommodating
the small depositor who finally became a business man with a large
account.
There was no agreement among the banks and that was possible.

But to-day the banks have gotten together and say, "Let us all
charge the small depositors. They must have $50 or $100 or we
will charge them for carrying those accounts and we will not paY
interest on deposits except over so many dollars and we will agree
to pay only 3 per cent."
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That is by reason of agreements, and gradually those have grown
Up among the banks. The thought comes to me that when those
banks that have had to spend years reaching these agreements—
When they are all under one or two or three heads in the trade areas—
whether or not it will not be very easy for the officers of those branch.
banks existing in those trade areas to get together and do about
anything they want to the public, to .say nothing of the fact of dom-
inating business through the contraction of credits in the trade area.
I am just tuing to develop my opposition to branch banking.
Governor YOUNG. They could do those things that were within

reason and permitted them to make a profit, but they could not
Charge that man $100 a month for the account or $80--
Mr. STRONG. No.
Governor YOUNG. Or $50. 
Mr. STRONG. No; but they might charge him $5.
Governor YOUNG. They might charge

i
 him $5 a month for the-

account, but he would not have to pay t. He still could go to the
Post office and buy postal money orders to pay his bills at a much
More reasonable rate than that.
Mr. STRONG. But would have to carry his money in his pocket.

Re could not deposit the money and check against it. He would
have to carry it in his pocket.
Now, I want to ask you in regard to the matter of examination of

liese groups. Do you think where. a bank has 100 branches that it
Is a safe examination to send examiners out to examine one of those
branches and the next day another and the next day still another?
Do you think that is a safe way to guard the public?
Governor YOUNG. I do not think that is what is done, Mr. Con-

gressman. In these large branch set-ups, they usually center on the
Parent office and several of the larger branches and, in my opinion,
that is a fairly safe examination. 
Now, there may be some little discrepancy or something wrong out

ni a small branch. There might be a defalcation but it would be so
smalliin comparison with the total that t would not affect the sol-
vency of the bank.
Mr. STRONG. If the bank was in bad condition, could not they kite

Pheir funds around among the hundred branches unless they were all
Investigated, including the parent., on the same day?
Governor YOUNG. I do not think so. I think that by getting in

the parent office and some of the larger branches, which the Comp-
troller now can do, that he can uncover anything that would be seri-
ously wrong.
Mr. STRONG. Of course the Banking and Currency Committee

was told, a few years ago, . by the Comptroller of the Currency,
that that was not a safe examination and that a branch or a bank with
100 or 200 branches, could not be examined unless they had a force
to put one at each branch at practically the same time. That is
Where I got the idea.
Governor YOUNG. Did he say i 

i
t was not safe or not thorough?
iMr. STRONG. My recollection s that t was practically impossible

to make a proper examination of the bank.
Governor YOUNG. Mr. Congressman, I am not a bank examiner

and not trained along those lines. Those questions came before the
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Federal Reserve Board some time ago when we had insisted on a
simultaneous entry and we called the Comptroller of the CurrencY
at that time and discussed the situation with him and also con-
sulted our chief examiner. The conclusions of those men were that,
with a large set-up, where they could get into the key places—the
parent office and at an occasional outlying branch—that they were
fairly safe in so far as the solvency of that institution was concerned.
Mr. STRONG. If there was danger in the bank and it was unsound,

do you suppose they could tell where the key places were?
Governor YOUNG. Yes.
Mr. STRONG. The banker who realizes he is insolvent would not

be likely to cover up the small places and leave the key places open?
Governor -YOUNG. Well, the examiner would get quickly to the

place where he suspected trouble.
Mr. STRONG. Only a few years ago this committee was told by

the Comptroller of the Currency that that was not a safe and proper
examination. Now the committee is told that it is. UndoubtedlY
the heads of the department get their information, as you say, from
the examiners, and I ,am wondering whether or not the influence of
these groups which are headed toward branch banking, has net
worked on those examiners, when they come forward and say it is
not a safe examination and then, two or three years afterwards,
they say they think it is.
Governor -YOUNG. Would the experience of the Federal reserve

system be anything to go by? We have 12 Federal reserve banks.
We do not attempt to examine them simultaneously.
Mr. STRONG. But they are separate and distinct institutions.
Governor YOUNG. They are coupled up with one general gold

settlement fund in Washington. A thorough examination would cover
all those banks simultaneously.
Mr. STRONG. But the Federal Reserve Board has a very able

governor looking after them.
Governor YOUNG. Still defalcations could occur and irregularities

could occur, but we feel we are fairly safe in examining the banks
individually.
Mr. STRONG. But here is a bank dominated and controlled by one

group, with a thousand branches and it is getting in bad shape and
the examiner comes in and he proceeds to go from one bank to another
or to take the key positions. It seems to me the former information
given us by the Comptroller of the Currency that that was a dangerous
kind of examination, may be considered to be better.
Governor YOUNG. Well, I would not have that feeling, Mr. Con-

gressman.
The CHAIRMAN. Governor, the present Comptoller of the CurrencY

is advocating a change in our system of unit banking to trade area
branch banking. He is emphasizing the fact that our present unit
system can not continue as at present.
Now, he is the chief advocate of branch banking to be confined to

trade areas. What is the effect on the unit banking system by having
it supervised by an announced trade area branch bank examiner?
Do you think under that system unit banking could proceed when
the man who is supervising it is against it and advocating another
system and says it is unsafe to continue in that manner?

S.
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Governor YOUNG. I do not think the Comptroller of the Currency
takes that position, Mr. Chairman.
The CHAIRMAN. What do you understand his position to be?
Governor YOUNG. I think he advocates the extension of the branch

banking area to the so-called trade area. I do not think that he has
ever said or ever recommended or suggested that the unit banker
should be put out of business.
The CHAIRMAN. He has stated in his annual report they were

leaving, even under the McFadden Act of 1927; that national banks
were gradually leaving the system and he advocated, as a method of
saving the system, branch banking confined to trade areas.

It naturally occurs to me that .when the unit banking system is
supervised by the people who are against unit banking and in favor of
branch banking, it would naturally follow that unit banking would be
rather the sufferer in that respect. 
In that connection also I would like to ask you whether or not,

iunder those circumstances, t would not be natural for the Comp-.
troller of the Currency to refuse to grant charters to unit banks and
Whether or not, under your observation, preference is not being given
to these larger banks in the big cities to open branches, over the estab-
listment of unit national banks?

Governor YOUNG. I could not answer for the Comptroller of the
Currency, Mr. Chairman.
The CHAIRMAN. I am speaking particularly of the situation in New 

iYork City which, of course, s one of the tense branch banking cities
and where I understand last 3rear there were applications for something
over 100 national banks and approximately 10 charters were granted
and where there were branches authorized for existing institutions in
many of the localities where unit banks were applied for but charters
refused. They may have .been properly refused, but I was just
Wondering how much such a situation would.  be affected by the super-
vision of a man who was a branch-banking advocate as against the
unit banking system. 
Of course these applications, I know Governor, are under the

joint supervision of the Federal Reserve Board which power is dele-
gated, I understand, to the Federal Reserve banks.

iGovernor YOUNG. That s correct—not as a matter of law, but as a
matter of procedure. 
You must bear in mind, Mr. Chairman, that there is always a

check on the Comptroller of the Currency. If there is an application
for a national charter, he must be reasonable as to whether he grants
that charter or does not grant the charter, for the simple fact if he
does not grant the charter, they can always go to the State banking
department and use the same arguments and either get the charter

ior do not get the charter; n other words, he always has to take into
consideration this: "If I refuse this charter will the State grant it
and will I thereby weaken the national system to that extent?"
The CHAIRMAN. In the close working arrangements between the

Federal Reserve and the Comptroller's office and the Superintendent
of Banks, there is a matter of reference of all these applications
back and forth, is there not? 

iGovernor YOUNG. There s.
The CHAIRMAN. And they do not go contrary to each other's

views on that?
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Governor YOUNG. Not as a general rule.
The CHAIRMAN. In other words

' 
if the comptroller refuses a charter,

the State superintendent knows that, and he is reluctant to grant
the charter.
I was wondering what effect that had on the decrease in the number

of national bank charters issued and if, in the circumstances, it might
not be working to the detriment of the building of the unit system?
Governor YOUNG. From what I have observed, I do not believe so.
Mrs. PRATT. I happen to know of two instances that might bear

on what you say in regard to the refusal of charters to unit banks and
the granting of permission to establish branches in New York.
In the instances where people apply for charters, they should have

proper financial backing. There is no question about that, and in the
instances I have in mind where charters were refused for the establish-
ment of unit national banks it would seem, and I think we will all
agree, that it was not a matter of prejudice on the part of the comP-
troller that resulted in that refusal.
However, the fact that permission to establish a branch bank was

granted in almost the same area to an existing bank with sound
financial backing and which seemed to be in the interest of the public,
might give rise to the suspicion that there was some favoritism
displayed.
I mention this because it is quite conceivable there might be many

instances of that character which might lend color to the suspicion.
The CHAIRMAN. I was not suggesting a situation like that, Mrs.

Pratt.
Mrs. PRATT. I think it will be found that in most cases the refusal

is sound.
The CHAIRMAN. What I was illustrating is this, that the Comp-

troller, being a branch banking advocate, his leanings might un-
consciously influence him in granting charters to branch banks as
against unit banks.
Mrs. PRATT. My point is that it might look like favoritism where,

when all the circumstances are known, it would not be. I know of
two instances, which I have mentioned.
The CHAIRMAN. But in some instances, the comptroller being in

favor of branch banking, might not favor the unit system as against
the branch institutions.
Mr. WINGO. I think what the Chairman has in mind is this, that

the comptroller, assuming that he is using .or exercising good judg-
ment in the matter, yet, because he believes in branch banking, might
be swayed to grant or refuse a charter because of his convictions with
respect to branch banking. I do not think you mean to imply he
would arbitrarily refuse or grant a charter because of his bias for or
against any particular system, as against the interests of the public.
The CHAIRMAN. I am not attempting to criticise the comptroller

in that respect. We are all human, but if applications come along
for unit banks and branch banks, he will follow the dictates of his
conscience.
Mr. Wnswo. What you mean is that if there is an application from

a branch bank and an application from a unit bank, your theory is
that the comptroller, being in favor of branch banking, would natu-
rally give preference to the branch bank?
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The CHAIRMAN. I think he would be more favorably inclined to the
branch bank; yes.
Mr. WINGO. I knew you did not intend to charge the comptroller

arbitrarily, without regard to the public welfare, with doing that.
The thought you have been trying to get over is that a man in favor
of a particular system will naturally give that system preferred
consideration?
The CHAIRMAN. Yes.
Mr. STRONG. What the chairman is trying, in his modest and quiet

way, is to point out whether or not it is a fair thing for the government,
in this contest between unit and branch banking, to have a man who
has power to grant charters, that is a branch banker.
Just one more thing and I am through, Governor. This board

that has been discussed in New York that fixes the rate on call
money and the renewal rate on money, has a great deal of effect
and influence—it has a nation-wide effect, has it not?
Governor YOUNG. At times; yes.
Mr. STRONG. That being the case, do you think the Government

ought to exercise any control over that board as to who it shall be
and how it shall be regulated?
Governor YOUNG. I do not.
Mr. STRONG. Here is a board that may attract the savings of the

nation to the stock market by a higher rate, and did do it and has
done it in the last few years, which is generally admitted to be a
rather dangerous procedure, and put them into speculative buying of
stocks on the New York Stock Exchange.
Governor YOUNG. They can not do that, Mr. Congressman, even

under very unusual conditions. it is the conditions that bring about
that rate and not any arbitrary action of those three men. Their
rate has to be right. In other words, the rate has to bring the money;
and, if they make it too high, too much money comes and, if they make
it too low, not enough money comes.
Mr. STRONG. I appreciate that, but we have got to the point where

the money in New York for stock-market operations, by increasing
he rate, they draw it from the savings of the Nation, perhaps to the
detriment of other business.
Governor YOUNG. They did do that.
Mr. STRONG. I was wondering whether or not the Government

should take some supervision of aboard that had that power.
Governor YOUNG. I have answered repeatedly before the coin-

Mittee that question, and given my reasons.
The CHAIRMAN. Are there any further questions? I may say at

this point that I am hoping we can finish with the governor to-day,
because, under the program as previously announced, Mr. E. W.
Decker, of the Northwest Banking Corporation of Minneapolis,
Minn., will appear before the committee on April 15, and, on the
following day, Mr. L. E. Wakefield, of the First Bank Stock Corpo-
ration, of Minneapolis, will appear.
Are there any further questions of Governor Young at this time?
Mr. WING°. You favor the extension of branch banking, as I

understand, personally?
Governor YOUNG. i do.
Mr. Wixao. You covered, in your statement here, the extent to

Which you favor its being granted?
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Governor YOUNG. I have not.
Mr. WINGO. Do you mind giving the committee the benefit of

your judgment as to whether it should be state-wide, district-wide,
or trade area, or what you have in mind?

Governor YOUNG. I made the statement in the committee that I
favored the trade area, the same as the Comptroller of the Currency-
I can not define that at this time. I am hoping some day I will he
able to do that.
Mr. WINGO. I do recall you said that. You took the position,

necessarily, there would have to be some flexibility in defining the
trade area.
Speaking a while ago about the question of profit for banking,

asked you if it was not true, from your observation, that one of the
major reasons why the small bank has fallen and is passing out of the
picture, is the same reason that a let of small merchants are passing
out of the picture—that they can not make money out of it?

Governor YOUNG. That is true and they have been trying to eon ert
some of their gratuitous services into profitable services.
Mr. WINGO. In the last analysis, Governor, someone has to pay for

that service?
Governor YOUNG. Certainly.
Mr. WINGO. Take the groceryman, when he delivers a small

package, or if he gives unlimited free delivery service, he has to cover
that in the profits that he makes out of all of his customers, and
those who carry their own goods from the store, have to contribute
their part of the expense of carrying the purchases to other customers
in their apartments or their homes. That is true, is it not?

Governor YOUNG. That is true.
Mr. WINGO. A bank that renders free service, by keeping an un-

profitable checking account for me, unless I pay for that service
charge, you and others who have profitable accounts, must show that
bank enough profits to cover the deficit or the loss in handling mY
account?
Governor YOUNG. Some where some one has to pay that.
Mr. WINGO. And if that free service and the limitation by reason

of the interest rate and the limitation on the charge for remittances--
all of these different limitations and losses make it impossible to pg.
a dividend to the stockholders, it means that sooner or later that
bank will be liquidated?
Governor YOUNG. That is right.
Mr. WINGO. If it does not fail it will be liquidated, as being all

unprofitable investment for the stockholders?
Governor YOUNG. Usually local pride carries that bank along.
Mr. WINGO. That local pride has been one of the incentives,

though, that has led them to put their heads together and brig
about a consolidation in these small towns, where they have had
banking facilities. One of those consolidations occurred in one of mY
county seats, in the town of Nashville last week. Two banks there
have consolidated, and in their advertisement they directed atten-
tion to the fact they could operate at less expense and render better
service.
That is taking place in the different smaller communities over the

United States where they have more banking facilities than the
business men in that town feel they can maintain and make pay for
themselves—they are consolidating.
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Governor YOUNG. Up to 1920 the number of banks was increasing
and since 1920 they have been decreasing through consolidations,

mergers,and failures.
r. rmco. That decrease in the number does not mean, neces-

sarily, that in every 

'

instance some community has been robbed of
Proper banking service but it means in a great many instances a

sounder, larger and better banking service is afforded that community
iby reason of the consolidation of n some instances two unprofitable

institutions into one that can exist and make a profit and have a
larger opportunity to serve the community.

Governor YOUNG. Generally speaking, that would be true, Mr.
Congressman; but I referred, in the record this morning, to the state-
ment of the superintendent of banks of Minnesota, in which he said
that there are 154 communities in the State of Minnesota that had
banking facilities that now have no banking facilities. Many of
them are entitled to banking facilities.
He recommends under their State law that they be permitted to

establish branches in those smaller communities.
Mr. WusToo. In other words, the point you are making is that

notwithstanding the efforts of people in these localities to preserve
their institutions, inability to maintain them at a profit has caused
154 communities to lose the service and the banking superintendent
says that, in order to enable them to have it, the State law should be
Changed to enable them to have branches in those communities?
Governor YOUNG. In a percentage of them.

Mr. WINGO. In which they could be operated profitably?
Governor YOUNG. Yes.
Mr. WiNao. Now, there is another reason for the decline in the

number of banks, which is this, is it not—I think it is true in my part
of the country but I do not know whether it is true all over—but
With the system of improved highways that have been established,
unproved transportation and improved communications, distances
have been shortened so that a man who formerly lived a in small
town that was 15 or 20 miles away from the metropolis of his county,
We will say, that man now can go to the metropolis of his county about
as easily as he used to go to the village, and the family are going to
the metropolis for their purchases and the merchants in the small
locality are passing out of the picture because of their inability to
zneet the competition of the larger merchant or banker that attracts
the larger business to them.
Governor YOUNG. There is a great deal to that.

Mr. STEVENSON. My conception of the problem that is before us,
Governor, is twofold: We want to make the system such that a man
Who goes to bed tonight will realize that his money is in a bank that
is of such a type that it will be there the next morning. Then we
,have to guarantee to every business community proper credits for
legitimate business in that community.
Now, those are the two main reasons why we need to do something

With this banking system. .
As I understand, you believe that the suggestion of the comptroller

Would help that situation?
Governor YOUNG. It would help it.
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Mr. STEVENSON. In removing all trouble?
Governor YOUNG. No.
Mr. STEVENSON. There is no trouble-proof proposition to be put

over here?
Governor YOUNG. No.
Mr. STEVENSON. But we certainly need to do something to ins1r. e

the confidence of the depositors and justly insure the commercial
interests proper credits. If we can do that with branch banking,
we have done something.
Governor YOUNG. The name, branch banking, chain or grouP

banking, is not a cure-all. Obviously all of those systems will have
to go through a period of experiment.
Mr. STEVENSON. I believe the branch banking system is superior

to all of those. You have one big institution responsible for all of
them, and with group banks and chain banks it is not so.
Mr. STRONG. Governor, this may not be in the record, but as I

am the chairman of another committee, I often have to be ahsept
from this committee and probably was not present when it was dis-
cussed, and that is the matter of the division of profits in the Federal
reserve system. Several propositions have been made and several
bills are pending before this committee regarding that.

Several years ago, when we were, as a committee, going over the
Nation investigating why smaller banks did not join the Federal
reserve system, it was suggested that a proper division would be to
take the profits of the Federal reserve system and divide them pro-
portionately between the banks that furnished the reserves, to the
amount of money furnished by the Government in currency.

Governor YOUNG. My reply is all in the record, Mr. Congressman,
and it is substantially this: That the Federal Reserve Board, in its
annual report, has recommended that the member banks participate,
to a larger extent than they are now participating in the earnings 0'
the system, if earned. We have not been able to work out the exact
procedure, but expect to do so and present it to the committee.
Mr. Chairman, I have been here for three weeks. I have attempted

to be of some benefit to you. I hope that I have. I have received
very courteous treatment for which I am most grateful.
The CHAIRMAN. We are deeply appreciative, Governor, of the

frank manner in which you have responded to questions of member!,
of this committee. You have been very generous of your time, and I
know you have given us information that will assist us very much arid
will be of great advantage to us in our survey of this great problem.
The probability is, however, that before we complete our studY,

we may want you back again.
Mr. DUNBAR. Is Governor Young to appear this afternoon?
The CHAIRMAN. No.
Mr. DUNBAR. My thoughts are along the lines discussed the other

day by Mr. Beedy and Mr. Fort, and one of the questions you pro-
pounded, Mr. Chairman, was that if, in the panic which resulted last
fall, a great many banks did not impound their gold and did not use
it for cerdit purposes. As I understand it that was one of your
questions.
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I want to observe and ask Governor Young if it is not true practi-
cally every dollar of gold and bullion that is in this country is the basis
for all our credit to-day?
Governor YOUNG. It is.
Mr. DUNBAR. It is the basis of all our credit?
Governor YOUNG. Yes, sir.
Mr. DUNBAR. We have gold and bullion to the amount of

$4,300,000,000. We have deposits amounting to $58,000,000,000
in the banks of our country. It seems to me if any of that gold in the
banks had been impounded and had escaped being used as a sort of
credit, it must necessarily be very small.
Governor YOUNG. You are making the inquiry as to whether any

gold was sterilized, as many of the economists refer to it?
Mr. DUNBAR. Yes.
Governor YOUNG. I do not think it was.
The CHAIRMAN. The committee will stand adjourned until Tuesday

next, at 10.30 o'clock a. m.
(Whereupon, at 1 o'clock p. m., the committee adjourned to meet

at 10.30 o'clock a. m. on Tuesday, April 15, 1930.)
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TUESDAY, APRIL 15, 1930

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Washington, D. C.
The committee met at 10.30 o'clock a. m., Hon. James (3. Strong,

Presiding.
Mr. STRONG. The committee will come to order.

, nix% GOLDSBOROUGH. Mr. Chairman, before we begin the regular
nosiness, it has been called to my attention that April 22 is an open
l!tte in this committee. I am going to suggest that the Eastern
°bore Trust Co. be invited to send a representative here for that day.
Mr. STRONG. Very well. The clerk will take care of that.
understand we are to meet this morning for the purpose of hearing

'r. E. W. Decker, of Minneapolis,  from the Northwest Ban-
ei7Poration. Mr. Decker is present. 

Minn.,Vem 
 shall be glad to hear

'Ir. Decker at this time.

STATEMENT OF E. W. DECKER, REPRESENTING THE NORTHWEST
BANCORPORATION, MINNEAPOLIS, MINN.

Mr..DECKER. Mr. Chairman, I asked the chairman for the privilege
ef telling my story, which is not prepared in writing, without inter-
r.„tiPtlen, which permission he has granted. Following that I will be

_rY glad to answer any questions that I can.
Mr. STRONG. That will be the procedure of the committee, Mr.

Decker.
„ Mr. DECKER. Let me say first, Mr. Chairman, that in my opinion

IS committee is now approaching a subject which is the most im-
portant and far reaching, so far as banking is concerned, of any which
I!" engaged the attention of the country since the days of Andrew
"4,ekson. That being true, at least in my judgment, I think the corn-
rlittee is very wise in proceeding with the plan of an exhaustive study

the entire subject before attempting any hasty legislation. Mr.
_vv akefield, who is to appear, I believe, to-morrow, and I, certainly
"predate the courtesy of the invitation to appear before you, to
be1,1 You of the conditions in our part of the United States.
ti,s,une reason that I think you are very wise in your procedure is
h"418.* Congress attempted some sixty-odd years ago to establish a
:44tonal banking system in this country, and very wisely so. They
1,4vited the people to deposit their money in these banks and to apply
r,0 these banks for proper banking facilities.
Undoubtedly there followed with that procedure the responsibility

un the part of the Government which I have no doubt your committee
787
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fully recognize. One of the responsibilities in connection with that
system, in my judgment, is to allow the banks in that system to be
prosperous.

It is fundametal, gentlemen, that no single bank, no group of banks,
nor all the banks in the United States together, can be safe for the
depositor, give adequate facilities to the legitimate borrower, year in
and year out, unless they are prosperous.

All of the commercial banking capital of this country to-day i
private capital. Private capital always seeks for investment line
which are profitable. That is also fundamental. If banking is no
prosperous, private capital will not go into it.
We have been operating in this country for 150 years under a

system of unit banks. I believe that system has been the best that
we could have had for the development of a country that is so vast
in area; 3,000 miles long and nearly 1,500 miles wide; and also con-
sidering the diversity of our resources and the various problems which
confront different parts of the country, I believe that the unit system
was the best system we could have operated under.
With 27,000 to 30,000 individual banks in the United States to-day•

it has become perfectly apparent to students of the situation that that
system has now become antiquated and absolutely inadequate. No
better evidence is needed than the tremendous failures of banks which
are taking place. I am going to endeavor to show you a way in
which the advantages of that system will be retained, not disturbed,
but will be supplemented by a development which will meet the
changing conditions.
The building of our highways and the incoming of the closed car,

the automobile, the telephone, the radio, and various other modern
appliances, has brought us very closely together.
Anoka, a small town 25 miles outside of Minneapolis was as far

from Minneapolis 30 years ago as Minot, N. Dak. is to-day, a distance
of 600 or 700 miles, so far as business and banking are concerned.
The crossroads bank has had its farm-loan business taken away

from it, largely by the United States Government. There is very
little dealing in land, which formerly was profitable. In North
Dakota, the State has taken the hail insurance away from the small
banks. Their profit on exchange has been disturbed somewhat.
They have been unable to resort to other forms of making money, as
the city bank has, in these changing conditions, and therefore they
find it very difficult to exist.
In the city, whether you like it or not, the commercial banker of

to-day must be an investment banker. He can not escape it.
I might say that I was born in Minnesota, on a farm. I lived there

18 years. I used to milk 12 cows and walk 2 miles to -school, so I
know something about hard work on a farm.
I have been in the banking business in Minneapolis 43 years in a

bank which has correspondents all the way to the Pacific coast, so
with ordinary observation, I ought to be able to give some idea of the
conditions there in banking.

Notwithstanding these conditions, business in our section of the
country is in my judgment on a sounder basis to-day than it has ever
been in my experience.
We have been operating as business men under a tremendous handi-

cap of an antiquated system of banking, as I will attempt to show you.
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I assume you will want to hear from me more particularly regarding
Conditions in the section where we operate. I might say that the
bank with which I have the honor to be connected in Minneapolis
was organized in 1872 and has never missed a dividend. I do not
speak of that to brag about my bank, but to show you that under
Proper management, banking has been continually prosperous in our
Part of the country.
Now, when you come to the country districts, you have an entirely

different situation. We fully recognize that we can not operate a
:bank in the country on the same basis on which you operate a bank
in the city. A city bank is, as I said a moment ago, .becoming
Partially at least an investment bank. Customers of ours in Minne-
apolis who used to borrow money are not applying for loans any more,
9xcept very occasionally. They have financed themselves by bond
1,!siles, note issues, stock issues, and instead of coming to the bank to
uorrow $500,000 for their business, they have in many instances been
loaners of money.
, Therefore, whereas 30 years ago when Mr. Forgan came to our
bank, great sums of money were loaned there in the fall to move the
9.°I) by Canadian banks, and our bank was always a heavy borrower
In the fall for the purpose of moving crops, in many seasons in the
last 10 years our bank has been loaning money on the Street in New
York at the time when crops were moving, because of a surplus of
funds.
Mr. Wakefield's bank and my own are large owners of bonds;

Government bonds, municipal bonds, various investment bonds,
conunercial paper, because our customers have not absorbed all of
our funds.
That is true, notwithstanding the fact that in the deflation period
1920 and 1921 our two banks alone loaned $60,000,000 to country

banks who were our customers, to tide them over that crisis, and in
Many instances accepted collateral which, to say the least, was
doubtful.
The city banks in Minneapolis and St. Paul have charged to profit

and loss in the last 10 years at least $6,000,000, a very large proportionO f which was lost indirectly in loans to bankers throughout that
section of the country.
Our loans direct to the banks themselves on collateral as a rule

rere. paid. But indirectly we furnished capital for these banks by
ailing money to country bankers and those losses have been very
cavy. So we can not be charged with liot using our own resources

to tide over the situation in banking in our section.
The reason we were able to do that and continue paying dividends

and remain as strong as the Rock of Gibraltar, as we have in season
!Lnd out, is because the banks naturally were prosperous. No bank
In the world can live by loaning money to people who can not pay

1?ack. A commercial bank is expected to take reasonable chances
in its loans. That we did so is evidenced by the statement I have
Made regarding losses.
„ Those losses must be taken care of by profit, or the result is
1, i1sastrotis. In the last 10 years the banking situation n our country
'las been deplorable. In my judgment it is a national disgrace. In

ia 9o9ntry as rich and as intelligent as 
the United States is, to be per-

nutting a condition of banking which has existed there for 10 years is
°thing less than tragedy.
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I believe it is the duty of the banker, as well as those in charge oi
banks, to furnish the same protection and the same facilities to the
farmer in North Dakota, so far as banking is concerned, as the brokei
who does business with the National City Bank in New York City.
Onr trouble with agriculture, about which there has been so much

talk, in my judgment is largely due to the banking situation. It ir
not true, in my judgment, that these banks have failed due to agri.
cultural distress, but that agriculture has been in trouble because oi
our banking distress, as I will show you.
Have in mind, gentlemen, that banking is the heart of business

It is utterly impossible permanently to have prosperous businesE
and weak banks. Had not the large banks of the United States beer
absolutely and fundamentally strong during the recent stock collapse
the whole business of the United States would have fallen flat. It
could not have been otherwise.
I will give you a few instances—and I am only going to attempt

Mr. Chairman, to hit the high spots in my talk—of what that situa.
tion in banking has been. Take Cavalier County, N. Dak., a county
gentlemen, with good soil and generally speaking, a good class ol
farmers. In 1919 there were 26 banks in Cavalier County. I wit
not read off the names, although I have them here, because I do nol
care to burden you with that. Twenty-one banks out of the 26 have
closed and are closed to-day. The total deposits in 1919 of those
26 banks was $5,665,000. The deposits in the remaining five bankE
are $717,000.
What do you think happened to the farmers of Cavalier Countyi

Was this agricultural distress? Supposing thay had gotten 10 or
cents more a bushel for their wheat? You might about as well have
allowed a cyclone to go across Cavalier County as to have allowed
that condition of banking to exist.
Now have in mind that a similar condition, but not as bad, ol

course, in all sections which during that 10-year period closed 1,50C
banks in our district, with between three and four hundred million
of deposits, created a loss to those depositors, a class of peoplei whc
could less afford to lose it, and that is undoubtedly true, generally
speaking, throughout the whole United States in the loss or at leas1
the tie-up of a billion and a half in deposits in closed banks. The
burden has fallen upon the people who could least afford to stand it
Have in mind also that the depositor not only lost his money but the
borrower in those banks was approached by the receiver and informed
he would have to pay up.
What happened to him? What resources he had he had to attempt,

at least, to turn into money to meet his note.
Do you wonder we have had some so-called Bolshevists in our

country when such a condition exists?
In Cavalier County, to which I referred, I will give just one instance

of a woman who came in with $3,400 in dirty money, in a shoe box
to pay her mortgage. I know of one other instance—I could give
you innumerable ones—of a very prosperous farmer in North Dakota
who had a sizeable deposit in a number of banks. Three of those
banks failed. He went to the balance of them where he had hie
money on deposit, drew it out, took it home, hid it in his bed ticking.
bought a sawed-off shotgun, and said, "From now on this is my
bank." Do you blame him?

1
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I know of a great many instances where farmers have had money in
banks accumulated to pay off their mortgages and before the mortgage
matured, the bank failed.
I know of one instance at least where a farmer had sufficient money

in two different banks to pay his mortgage and both banks failed.
In Moorhead, Minn., the only bank there closed December 22,

1928, with $2,200,000 deposits. They appealed to the Northwest
Bancorporations to put in a bank. We responded. We organized
a national bank, opened it in Moorhead and March 5, 1925, three
Months later, immediately made available to the depositors of the
closed bank, $1,000,000 cash, $750,000 of which they immediately
brought back and deposited in the new bank.
Gentlemen, that country is not broke by any manner of means.

but It is pretty hard for a man to swim when you tie a millstone
around his neck.
In Two Harbors, Minn., the president of a bank belonging to our

group a few months ago committed suicide. He had a daughter who
Ivas mentally defective and it had grown on him mentally until he
Pally killed his daughter and committed suicide. That was on a
ounday. The next morning, naturally, there was a run on the bank.

Two Harbors is 22 miles north of Duluth. We telephoned to ourank in Duluth to send them $100,000 in currency and as much more
aS they wanted. Before noon the run had subsided; no trouble. I
00 not know what would have happened to that bank, had they been
independent entirely.
Now, what did we do for Cavalier County, the one I just men-

toned? Across the line is the city of Grafton. The Grafton National
ank has been a customer of ours for over 40 years. They came down

to us and actually cried for help. We took over that bank, put in
;3°mo new capital just recently. Money is now coming into the
ank. They were absolutely helpless—absolutely helpless.
The Northwest Bancorporation has put into banks in its group, of

Which there are 98 banks and trust companies, in the last 12 months,
In cash, over $4,000,000 and taken out of those banks undesirable
If not bad paper, and to secure us against this advance which was
made. through the medium of loaning to a separate corporation
crganized for that purpose, we took over the assets charged off and in
ddition held out a sufficient amount of stock in the Northwest

-15ancorporation which is the holding company, to secure us, as that
stock was to be given and will be eventually given to the shareholders

the old bank when their loan is paid, which is evidence that we
tatve been willing to put in money to clean up the situation. Mr.
Wakefield will be able to tell you a similar story.
In order to make my story as short as possible, about two years

at° my young men came to me in the bank and said that they were
a olutely convinced that a concentration of banking capital was
going on in the country and that I should direct my attention to it;
and that they thought that we should in some way or other assist in
stabilizing the banking business in our part of the world.
L I said, in my judgment, it is the business of the banker to stabilize
uanking conditions here because if he does not, either the politician

Zli• the business man who has become thoroughly disgusted, will stepsonle day and change it for us, perhaps in a way that does not suit
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So I proceeded with my directors to devise a plan first of stabilizing
banking in our part of the country; second, in attempting to pro-
vide facilities for our people, of which there was an apparent dearth,
and to prevent, if you please, eastern or foreign interests obtaining
control through purchase of stock of the banks in our district.
Now, you may think we are trying to set up a monopoly. I am

going to endeavor to show you that we are trying to prevent a mono-
poly. It is idle for any one to say to-day that we do not like big
business. It is here. It is here to stay and it is never going to go.
It is utterly impossible, if desired, to drive it out. We are the richest
nation in the world. We are a world banker if not the world banker.
Big business is going to grow and you can not take care of big

business without big banks and big banking capital. It makes no
difference whether you like it or not.
I consider it our iob to see that we accomplish that with the least

possible harm, if it is harmful.
I found in three or four instances definite cases where eastern

capital had approached our banks in our territory—sound banks—W
buy control. The people had been asked to set a price on their
banks. I said to our directors, "if these banks are going to pass
into other hands, the control should be kept in this district."
When we approached those men with our plan, they said, "We do

not want to sell out. We.do not want the money, but we do want to
have a partner. We are sick and tired of sitting up here on the prairie
with the lack of confidence, as we have for many, many years, without
a partner."
So we have attempted to set up in our district what is actually

cooperative system of banking. It is not a monopoly. It is the
only way that I know of to prevent a monopoly.

During the 43 years that I have been in the banking business, I
have seen my customers and my own directors go to New York and
Chicago—such as Pillsbury, General Mills, Archer Daniels, Minne-
apolis Honeywell, Cream of Wheat, Munsingwear. New York
banking houses have underwirtten their securities, taken off 10 or
15 points, sent the security back at the higher price. Our customers
draw the money out of our bank to buy it, not by hundreds of dollars
or thousands of dollars, but millions of dollars.
I said to our people, "Why should not that profit be kept at home-

at least, some of it"? We are not foolish enough to think we can
become independent. But we are sufficiently satisfied with out own
capital and ability to believe we can become more independent.
How could that be prevented? No one bank nor no two banks

in our district were large enough to handle transactions of that sort,
no matter how sound they might be.
We felt that a group of banks an in our country, largely with the

same problems, sympathetic with each other, each cooperating, co-
ordinating, not consolidating, can and will do it. So we organized
the Northwest Bancorporation under the laws of Delaware. We
went to four of the best banks—not the poorest, the best banks— ,
presented our plan. They said immediately, "That is the most con-
structive thing that has ever been offered here in this part of the
country. We will gladly join you. We will not sell our banks."
Take the First American National Bank, Duluth, a consolidation

of the two largest banks there, a bank of $36,000,000 deposits to-day.

1
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They said, "We would not sell control of this bank outside of Duluthat any price." They have 30 directors, half of whom are millionaires.
, we will join you m this group, leaving this bank still a Duluth
bank but assisted by the cooperation of these other banks."
Nov, the Northwest Bancorporation, with its ninety-odd banks

all in that part of the world, is attempting to retain to our country
the unit bank, but adding to it all the strength and influence of the
group. It is not a monopoly. It is not dominated in Minneapolis,
igthough that is the headquarters, because there are on the board of
directors of the Bancorporation 126 men, practically every one of
whom is a successful business man, in numberless lines of business,
and less than 30 of them reside in the city of Minneapolis. They are
Mining that corporation. They attend the meetings regularlyand enthusiastically.
There are so many things which this banking corporation can and is

"Log for our part of the country that it is almost impossible to
enumerate them. First, it has unquestionably, together with Mr.
,vYakefield's corporation, stabilized our banking conditions at least at
tne Points where there are banks which have joined our group.
It 18 enabling us to finance our people at home, as I explained to

You. It is enabling us to secure trusts in these various points where
°or banks are located, which is a field hardly touched. 
In Fargo, N. Dak., alone, our bank has already written in the last

'ear a dozen trusts from people who were unwilling to create a trust
111 a local bank, not being assured of its perpetuity. A man has4100,000 that he wants left to protect his wife and girls. He wants
1"), know that his trustee is going to be there 25 years after he is gone.‘`' Was utterly impossible to convince him that he should create that
trust and leave it in the local bank. He knew nothing of what the
Tal?agernent of that bank would be in five years or whether it would
e in existence.

n We satisfied him that the Northwest Bancorporation with $75,-
1'00,000 of capital and nearly $500,000,000 of resources was going tobe there, that it was large enough and strong enough and presided0ver by a sufficient number of capable, successful business men, thatthe perpetuity would be guaranteed; that they would hire good
112anagement and would always see that the institution was properly
managed and not dependent on any one man or two men or any set
of men.
That trust business in itself is not only a tremendous service, but

'L is profitable business which belongs in our own district.
We are entitled to retain in our district as much of the wealth

.Winch we take out of the soil as is possible and in my judgment wee entitled to the support of the United States Government in so
°Pg. We were not smart enough to find any better yay of doing it.
In the matter of young men, from time immemorial our smartest

YG°1111g men have been leaving us for New York and Chicago. Why?
reater opportunity. Mrs. Pratt here may know that some years
:IP a Westerner was bragging in New York that all the smart menthat they had down there came from the West.

Yes," the New Yorker said, "and the smarter they were the
8°Orner they came."
4,1 ean tell you of one instance of a young man who was. receiving
4,000 a year, connected with our organization who within four
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months was offered $75,000 a year to go to Chicago, not with a bank.
He declined. Why? Northwest Bancorporation offered opportu-
nities to him which were good enough for him and had it not been for
that company, he said he would have gone.
Another young man who handles our publicity work in Minneapolis

was offered $35,000 a year to go to New York City. He came back
and told me he declined it purely because of this banking group;
that he saw opportunities enough for us at home.
That is a much larger question than appears on the surface. WhY?

In banks as in everything else, management is nine-tenths of the
story. Pass all the laws in the world about banking. Without man-
agement your institutions would fail.
How are you going to secure management if your best and most

capable young men and women leave you to go to larger fields? The
keeping in our own district of young developing men is in my judg-
ment a very important consideration in the organization of these
groups.
Our section of the country was in disrepute. Large international

and national concerns would not even open offices there 8 or 10 yearS
ago. An agricultural credit corporation was organized with the assist,-
ance of Secretary Mellon and Clarence Wooley and one or two others
and eastern interests subscribed $10,000,000 in cash, immediately!
available, to correct the distress there, so-called, in agriculture and
banking, but largely in banking.
We wanted capital to come in. We want to develop our country'.

Yet it was all going the other way, so far as banking was concerned.
In the meantime we are on a sounder foundation, as I said at the

outset. We have diversified our farming. We are a very wealthY
country and if we had had in operation in the last 15 years, gentlemen
and Mrs. Pratt, a sound banking system, it is my judgment that 50
per cent of all the so-called agricultural distress would not have been
heard of—absolutely.
Another percentage was due to poor farming and of course another

percentage to conditions over which no one had control.
Now, what is the remedy? That is what you people want to know.

I think we have found the solution, so far as our country is concerned
in the banking line, and it is the result of a great deal of thought and
considerable experience.
We have the temperament of the people to deal with. You will

ask me, "Will branch banking cure it?" My answer is, "Emphati-
cally no."
The banks throughout our district who are members of the North'

west Bancorporation, regardless of what my personal opinion might
be, and their competititors which are still independent banks, are
unalterably opposed to branch banking. Why? I will give you s
concrete illustration.
Take the city of Minot, N. Dak. It has a little less than 25,000

people. The First National Bank is a member of our group. It
been there a great many years. They have a fine board of directors;
it is a fine bank; small capital and large deposits. I said to theni,
"Supposing you are asked to become a branch of the Northwestern
National Bank of Minneapolis, instead of a member of our group?''
They said, "We would not have it. Our bank has been here

great many years. We have our local pride; local board of directors,
local management."
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ik. They are now members of the group, mind you; the same local
tu- authority, and the same local responsibility which they had before
for ,they joined our group. We have taken not one iota of a thing away

from them in any manner, shape, or form. They have got everything
) they1is had before plus the strength, the influence and power of a
ick c,eoperative system or group system, as we call it, of banks at their
ip; pack.

You say, "Well, you would supplant them if the management did
I not suit you, at headquarters."
be 1‘4, y answer is it would be against our interests to supplant them

1.n- "less the bank was mismanaged. If the bank was mismanaged
grossly it would not make any difference who owned the stock. It

)st Is our business to put them out and put some one in who could
he manage it. We have a large investment in that town, in that terri-
lg- t°rY. It would be against our selfish interests to supplant the
ese Management.

That feeling exists throughout our entire district and in my judg-
sr I Plent to attempt to force branch banking at this time on those people,i 
ars lri lieu of group banking would stir up the biggest hornet's nest that
ist- You have seen for some time, because that is a big country and there
ers are a lot of people there and a great many banks, and they are
elY unalterably opposed to branch banking.
Lnd Their training and their traditions are all along other lines. They

believe in group banking, because they see that they have retained
ry• all that they had before and added all the advantages, or practically
ea. all the advantages that branch banking would give them.
the 

that 
the small towns, the so-called crossroads toss ns, I will admit

hy 'Qat we have a real problem; A town which is so small that it can
Len not support a unit bank, regardless of whether it is independent or
50 I.0 a group, but which is large enough to be entitled to some banking
to facilities, will probably need some kind of a branch or teller's window.

I know of no other solution.
But in a town of sufficient size to warrant a unit bank, which has

existed in most cases for 50, 60 years, many of them, with its local
)vir. ride, its local directors, its local interests, its local management—to
led force that bank to become a branch bank will run counter to public
tnd °Plninn and in my judgment create a great deal of unnecessary

trouble if you can accomplish the same things in other ways.
,vill It is true branch banking can be operated more economically

probably than group banking. I think the difference in cost to-day
IS a great deal more than made up by the advantages of the inde-

t li- P,endence of the locality which has been the basis of our Government
:11t 'lice it started; and to destroy which would be exceedingly unfor-

I g,unate.Ire 
1 A It is idle for me to attempt to say what we should have in 15 years0 

25 Years. I do not know. I only know that, as I see it, our duty
100 i" to meet the situation as it is to-day and correct the evils with the
io feast possible disturbance to the machinery which has been operating
rs, L'ur many years. That is more true in banking than in any other
tII , nusiness in the world, because banking is based on the confidence of
ol Pe People, and as I stated before, is the heart of business. Unless
) ' Ls sound, business can hardly possibly prosper.
, ti 4 Millions of dollars in our part of the country have been and still
1'41 re, in my judgment, to-day in hiding. We have many evidences of

ier

A
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it. One town in Minnesota had five banks. They are all closed.
A friend of mine owns some mortgages out there. Recently he went
out to collect them and every one of them was paid—brought in cash
in tin boxes and in socks—in Minnesota, one of the richest States in
the Union; producing more butter than any other State in the Union.
It is not a wheat State at all. We get more money for our eggs than
we do for our wheat.
You ask me, "What about stockholders.' liability, if this stock is

owned by a corporation?" My answer is that in a well-managed
corporation, that question will never arise. If one of the banks in
our group has a misfortune, it will be taken care of and the public
will never hear from it. But if it should develop, the chance of
collecting liability or taking care of the deposits of the bank belonging
to a group in my judgment are greater, better than the likelihood of
collecting money on stockholders' liability in country districts, be-
cause in most cases when the bank is gone, the shareholders are also
gone.
In that connection, I advocate the requirement if possible, in some

legal way, of a percentage of assets of a holding company being in
liquid securities other than bank stocks. Mr. Wakefield's companY
and out own each has 10 per cent to-day in liquid securities that can
be turned into money immediately to clean up the bank, if it re-
quires it.
The comptroller says it is difficult to audit holding companies.

Very true. We not only welcome, but solicit visitorial powers by the
Comptroller of the Currency in not only our national banks but our
State banks, the security companies belonging to our institution and
the parent company itself. Nothing would suit us better than to
have him in control of every feature of our group banks. Whether
that is legal or not, I can not say.
Mr. WINGO. You would include the holding corporation, too,

would you?
Mr. DECKER. Absolutely. You say, "We will have some bad

holding companies. We will have some organized for stock-jobbing
purposes. That makes the comptroller's job difficult." Yes; but
the fact remains that if you furnish the Comptroller of the Currenc9
with sufficient money, with sufficient organization, he can quickly
determine whether national banks joining groups are being used for
illegitimate purposes. It is not a difficult matter to determine
whether our group and Mr. Wakefield's is founded for the purpose of
of anything except the good of the banks of the country and for their
solidarity, or whether there is evidence of stock jobbing or manipula-
tion. It is not a difficult matter. After all, the comptroller has to
use his judgment in judging human nature as well as in examining
figures, which do not amount to much, because they are not always
correct.
There are so many ways in which the Northwest Bancorporation 114

assisting the banks in its group, it is hard to enumerate them. For
instance, they have been buyers of bonds, some of them, for years.
They have no experts. Some of them have no bond department.
They have bought bonds with very slight knowledge of their merit.
They immediately said to us, "For goodness sake, help us to bliY
bonds and tell us whether what we have we had better get rid of."
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They solicit our assistance. We are not cranuning it down their
throats. It is cooperative in every sense of the word. But if one
member misbehaves, he is going to be called and he will be called so
much more promptly in a good group of banks than he would as a
unit bank, that the saving to depositor and borrower will be tre-
mendous; there is no question about it in my mind.
To-day there are hundreds of banks in our section of the country

Nvho want to join these two groups. There is no trouble in getting
banks in. The trouble is in keeping them out. Why do they want
to come in? Simply because, as I say, they realize they can retain
everything they now have, with all these advantages. We are not
urging them to come in.
We are making great plans for development of our country M finan-

cial lines aside from ordinary commercial banking.
It is obvious to any of you that the average farmer can not come to

a local bank and borrow money for 90 days with any expectation of
paying it. Unless he is shipping wheat to market or cattle or sheep,
ne must have a longer time for credit.
The independent bank during these years would say to that bor-

rower, "Yes, we have some money to loan. You are good. You
,will eventually pay. I have not the money to spare now and there-
;ore I can not accommodate you." Or, if he had the money to spare
ne Would say, "I am afraid I will need it before you can pay it and I
do not dare let you have it."
To-day, every legitimate borrower in every bank in these two

g'roups is taken care of in every bank in the group, without exception.
We are also interested in this long-time credit. Northwest Ban-

corporation recently acquired the Montana Cattle Loan Co., which
now has over a million dollars in cattle loans in Western Montana;
necessarily long-time loans. The loans are not properly acceptable
to a commercial bank. So we are carrying them in this outside cor-
poration.
We have under discussion right now, Mr. Wakefield's institution

and ours, a question of such business as the agricultural credit corpora-
,tion has been handling, and they have done a wonderful job up there
m, getting sheep and cattle into North Dakota, which was only a
IeN,y_37ears ago an exclusive wheat State.
Why, I could keep you here all day giving you figures of the way

North Dakota is diversified. It takes capital. Who is going to fur-
nish it? Those little individual banks certainly could not. They
could not even take care, many of them, of their good customers.
That is one of the many things being planned to-day. Now, you

SaY) "Why does the Northwest Bancorporation go into Iowa and
Nebraska? They are not in your Federal reserve district?"
• My answer is threefold. In the first place, they asked us to come

and they gave as their reason, this: "We are satisfied group bank-,
mg is coming. We believe in it. We want to get in it. Obviously,
We can not join New York or Chicago because they are not forming
Eoups, and we would not if we could. We won't go to Kansas City.
We want to join Minneapolis, because we believe that you under-
stand our problems and are sympathetic with them and by joining
You, we believe the best can be accomplished for our company."
That was their reason and I believe it was a good one. Another

reason why we went into that territory was that we believed that in

A
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order to make a unit sound and at least partially self-sufficient, you
must have a very great diversity of resources. We have in the
Northwest Bancorporation to-day mining interests and water power
interests of the Rocky Mountains, the grain growing, the tremendous
dairy interests of Minnesota, the iron mining of Minnesota, the corn
and the hogs of Iowa, the manufacturing business of Iowa, which is
much greater than those people realize—tremendous manufacturing
business there now, and in Nebraska the winter wheat and cattle as
an offset to our spring wheat.
This territory furnishes a diversity of resourses which in our

judgment makes a unit justifiable.
Obviously, a unit in North Dakota or a system of branch banking

in North Dakota alone would be fatal. They would be worse off
than they are to-day, because the same conditions would embarrass
them all at the same •time.
So, in order to have a unit sufficiently large in diversity of resources

to make it reasonably self-sufficient, we include those States.
And another reason we included them was this: We realized that

to have a bank group able to function in a way that I have indicated,
it must be large enough to be effective. Whether you like it or not,
size is fundamental in many lines of business to-day. It certainly is
in banking. It is impossible for the banks in our district to do the
things which I have enumerated, financing our industries at home,
and so on, without large units. Those large units, in my judgment,
will build up the country more and keep more of its wealth at home
than any other one thing that has been done since that country
started.
We are tired, as we say, of having the cow fed in Minnesota and

milked in New York. We have paid tribute to the East from time
immemorial and you would be amazed if you knew the percentage
of our wealth that passes out of that State every day to other hands;
in financing, in insurance, in interest and in 40 ways.
Is there any reason why we should be forbidden to keep that

business at home? Is there any reason why we should not expect
to be assisted in keeping it home?
It is not monopoly. It is an attempt to prevent monopoly. But

1 do not know of any way under the sun, of 40 little fellows
preventing monopoly unless they get together and cooperate. We 1
have not discovered any way, at least, in our country.
Those are the three reasons that we cover a large territory. In

many instances Mr. Pole will tell you where we have taken over
banks that were not in beautiful shape. The national bank exam-
iner sat in has approved of the whole deal, exchange of stock, and
been delighted. We have taken out of those banks assets that were
not desirable.

•• Now, have in mind, we did not buy these banks. We exchanged
stock in practically every instance where we have a bank to-day,
and notably in time hsading towns. There are twice as many share-
holders to-day. in Minot, for instance, in the Northwest Bancor-
poration as there is in the bank at Minot. And there is more than
twice as much money invested in Northwest Bancorporation stock
in Minot these was in the First National Bank of Minot.
Based upon the books of the corporation as of December 31, 1929,

the Northwest Bancorporation had 11,469 stockholders, 90 per cent
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of whom resided in the territory served by affiliated banks. The
following table shows the number of stockholders of the Northwest
Bancorporation by States:
Minnesota  7, 719
North Dakota  640
South Dakota  730
Montana  250Wisconsin  420
Michigan  50

Iowa  400
Nebraska  250
Washington  260
Miscellaneous   750

Total    11, 469

It is the policy of the corporation to encourage the distribution of
stock among customers and employees of the affiliated banks as well
as ainong other persons in the States of the Northwest. We believe
th. at a wide distribution of stock in the territory which the corpora-
tio s.erves is an element of strength and will be an important factor
In building up the business of affiliated banks.
, Comparison between the number of stockholders of various banks
oefore affiliation with the number of Bancorporation stockholders
after affiliation in the same city are given below.
, It should be remembered that in giving the number of share-
unlders of the bank, this includes all shareholders regardless of
W,hether or not they live in the city where the bank is located, while
au Bancorporation shareholders given are residents of that city.

Before banks became affiliated

Bank
share-
holders

Bancor-
poration
share-
holders

110
112

onal Citizens Bank, Mankato, Minn in National Bank, Winona, Minn 
71
62

pr2.1 National Bank & Trust Co., Fargo, N. Dak 100 177
Ikr".,, National Bank & Trust Co., Minot, N. Dak 20 39
80;orial Bank of Huron, S. Dak 44 61
Nati itY National Bank, Sioux Falls, S. Dak 

°nal Bank of LaCrosse, Wis 

69
72

143
220

i Now, is not that cooperation? We have made available the stock
11 the corporation. If it is a good thing, if it is prosperous our

teOle can participate in it. They would not buy stock in the local
a,_arlic, many of them, and if it was a bank that they wanted to buy

in, they could not get it. It was closely held.
" e have attempted to put that on a democratic basis. So that

„ue interest in the localities is greater in the cooperative group than
was in the local institution.
Take the matter of taxes. Our banks in North Dakota say, "If

3r°11 ask us to become branches, where are we going to collect taxes?"
a They are taxing these local bank stocks. They are getting a large
binolint of money annually from them. They say, " If we are a
sranch of the Northwestern National Bank of Minneapolis, Minne-
°ta will collect all the tax, because the stock will be issued there,
214 we will have to resort to other forms of taxation to run our
government."

100136-30—vol. 1 PT 8-2
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I hold no brief either for or against branch banking. I have no
prescribed theory on which this whole question can be soundly s.et-
tled. I only know that the people, in my judgment, in banking
and in business, including farmers, in our section of the cotmt.ry
believe that we have at least, for the time being, found the solution
of our banking problem, and as I say it is hard to say what we
will need in 15 or 20 years. I do not know, Mr. Chairman.
I could go on and talk here for four hours, but I have just tried

to touch the high spots, and I think I will stop and give the members
a chance to ask questions, if they want to, and make further expla-
nation.
Mr. LUCE. Mr. Decker, your very instructive statement might he

supplemented, it seems to me, by a little more description of the
machinery and the operation.
Mr. DECKER. Yes. You asked certain questions—your chairman

did—in a memorandum sent to me. Would you like me to read
those

The first question asked is—
Copy of the charter, date of organization, and by-laws.

We will furnish that. Is that satisfactory?

Mr. Ltrez. Yes.

Mr. DECKER. Second:

Furnish list of the directors of your holding company showing the prinei
business occupation of each.

(The list referred to is as follows :1

NORTH W EST BA N CORPORATION

OFFICERS

E. W. Decker, president; J. C. Thomson, vice president and general manager

Robert E. Macgregor, vice president and treasurer; H. D. Thrall, vice president
and assistant treasurer; Alex. Highland, vice president and assistant general
manager; E. J. Weiser, vice president; Theo. Wold, vice president; Hanford

MacNider, vice president. David Williams, vice president; Isaac S. Moore, vice,
president; Clyde E. Brenton, vice president; Gardner B. Perry, vice president,

R. 0. Kaufman, vice president; D. R. West, secretary; H. Hallenberg, chief
examiner; W. E. Brockman, director, advertising, and publicity ; Robert V:
Mactavish, assistant treasurer; William N. Johnson, assistant secretary; Grant

W. Anderson, assistant secretary; Willis D. Wyard, assistant secretary ; J. ViC
Groves, assistant secretary; John DeJong, assistant secretary: w.Gordon

Hegardt, assistant secretary; M. E. Ryan, comptroller.

EXECUTIVE COMMITTEE

E. W. Decker, chairman. W. G. C. Bagley; Clyde B. Brenton; G. W. Burton!

W. A. Durst; Alex. Highland; Ford E. Hovey; F. A. Irish; R. E. Macgregor,
Hanford MacNider. Isaac S. Moore; W. Z. Sharp; David C. Shepard; J.
Thomson; H. D. Thrall; George P. Tweed; E. J. Weiser; David William*
Theodore Wold; G. Ti. Yates. 14. B. West, secretary.
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Flour and grain interests:
Ward Ames, jr., vice president, Barnes-Ames Co., Duluth Minn.
Julius H. Barnes, grain exporter, Duluth, Minn.
James F. Bell, president, General Mills (Inc.), Minneapolis, Minn.
John Crosby, director, General Mills, (Inc.), Minneapolis, Minn.
Frank T. Heffellinger, president, F. H. Peavey & Co., Minneapolis, Minn.
John S. Pillsbury, vice president, Pillsbury Flour Mills Co., Minneapolis,
Minn.

Henry F. Salyards, president, Ely, Salyards & Co., Duluth, Minn.
A. L. Searle, president, Searle Grain Co., I Lt(l.), Minneapolis, Minn.

, Adam G. Thomson, president, A. D. Thomson & Co., Duluth, Minu.
'Aliseed oil products:

Shreve M. Archer, president, Archer-Daniels-Midland Co., Minneapolis,
Minn.

Mining interests:
W. B. Castle, vice president, Interlake Iron Corporation, Duluth, Minn.
W. P. Chinn, general manager, mining division, P;cklands, Mather & Co.,
Duluth, Minn.

T. F. Cole, mining, Duluth, Minn.
Edward C. Congdon, mining, Duluth, Minn.
Carl A. Luster, president, Clyde Iron Works, Duluth, Minn.

, George P. Tweed, iron ore, Duluth, Minn.
taivestock and packing:

H. G. Black, assistant treasurer, Armour & Co., Chicago, Ill.
John E. Wagner, treasurer, Cudahy Packing Co., Chicago. Ill.

flulI utilities:
W. B. T. Belt, president, Northwestern Bell Telephone Co., Omaha, Nebr.
J. E. Davidson, president, Nebraska Power Co.

' 
Omaha, Nebr.

A. M. Robertson, vice president, Minneapolis Street Ry. Co., Minneapolis,

RatirOad interests:
Ralph Budd, president, Great Northern Ry. Co., St. Paul, Mimi.
Chas. Donnelly, president, Northern Pacific Railroad, St. Paul, Mimi.
Carl Gray, jr., vice president, C. St. P. M. & 0. Railroad Co., St. Paul, Minn.
II. A. Scandrett, president, C. M. St. P. & P. Railroad Co., Chicago, III.

"RWYers;
Howard J. Clark, attorney, Des Moines, Iowa.
Albert C. Cobb, Cobb, Hoke, Benson, Krause & Faegre, Minneapolis, Minn.
Chambers Kellar. attorney, Lead, S. Dalt.
J. F. I). Meighen, Meigheu, Knudson & Sturtz, Albert Lee, Minn.
Oscar Mitchell, Mitchell, Gillette & Carmichael, attorneys, Duluth, Minn.
Edgar M. Morsman, Jr., attorney, Omaha, Nebr.
Arthur E. Nelson, Kerr, Nelson, Burns & Mohan, attorneys, St. Paul, Mimi.

i„ S. B. Wilson, chief justice Supreme Court of Minnesota, Mankato, Minn.
—4vostraents and insurance:

Marshall W. Alworth, capitalist, Duluth, Minn.
Fred R. Bigelow, president, St. Paul Fire & Marine Insurance Co., St.
Paul, Minn.

Marcus Daly, capitalist, New York, N. Y.
Henry Gund, capitalist, La Crosse, Wis.
P. C. Hubbell, president, F. M. Hubbell Son & Co., Des Moines, Iowa.
Frederick E. Kenaston, president, Stanstead Corporation, Minneapolis,

S. L. Prentiss, president, The Northern Corporation, Winona, Minn.
Philip L. Ray, J. & W. Seligman & Co., New York, N. Y.
Carl T. Schuneman, president Shuneman Bayliss & Co., St. Paul, Minn.
Oliver P. Thompson, trustee, The Thompson Trust, Des Moines, Iowa.
A. C. Weiss, investments, Duluth, Minn.

801
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Lumber and building materials:
E. W. Backus, president, Backus-Brooks Co., Minneapolis, Minn.
E. C. Finkb.ne, president, Finkbine Lumber Co., Des Moines, Iowa.
F. E. Keeler, president, Mason City Brick & Tile Co., Mason City, Iowa.
W. E. Magner, president, Cutler-Magner Co., Duluth. Minn.
Arthur R. Rogers, president, Rogers Lumber Co., Minneapolis, Minn.
H. B. Waite, president, H. B. Waite Lumber Co., Minneapolis, Minn.

General business:
Norman B. Black, publisher, Fargo Forum, Fargo, N. Dak.
Fred Bohen, pres.dent, Meredith Publishing Co., Des Moines, Iowa.
Joseph Chapman, president, Donaldson Realty Co., Minneapolis, Minn.
Gardner Cowles, president, Register & Tribune Co., Des Moines, Iowa.
.I. H. Cownie, president, J. H. Cownie Co., Des Moines, Iowa.
Frederic Crosby, vice president, American Hoist & Derrick Co., St. Paul,
Minn.

George D. Dayton, president, The Dayton Co., Atnneapolis, Minn.
John P. Feuling, president, Central Warehouse Co., St. Paul, Minn.
J. B. Forrest, vice president and treasurer, Bannons (Inc.), St. Paul, Minn.
G. L. Heegaard, president, Mandan Mercantile Co., Minneapolis, Mimi.
H. J. McConnon, McConnon & Co., Winona, Minn.
C. F. Michel, president, La Crosse Refining Co., La Crosse, Wis.
H. A. Patterson, president Mercantile Co., Mankato. Mimi.
John A. Seeger, president, Seeger Refrigerator Co., St. Paul, Minn.
C. W. Stott, president Stott Briquet Co., St. l'aul, Minn.
W. A. Tilden, president, Tilden Produce Co., St. Paul, Minn.

Wholesale interests:
C. 0. Follett, president, Smith, Follett & Growl, Fargo, N. Dak.
Seth Marshall, president, Marshall-Wells Co., Duluth, Minn.
J. G. Ordway, manager and assistant treasurer, Crane Co. of Minnesota,

St. Paul, Minn.
N. F. Russell, president, Bridgeman-Russell Co., Duluth, Minn.
George W. Welles, president, Kelley-How-Thomson Co., Duluth, Minn.

Bankers:
Theo. Albrecht, president. Union Investment Co., Minneapolis, Minn.
W. G. C. Bagley, president, First National Bank, Mason City, Iowa.
R. E. Barron, president, First National Bank & Trust Co., Minot, N. DO.

J. W. Barton: vice president, Metropolitan National Bank, Minneapolis.,
Minn.

E. J. Bowman, president, Daly Bank & Trust Co., Anaconda, Mont.
Clyde E. Brenton, president, Iowa-Des Moines National Rank & Trust Co.,
Des Moines, Iowa.

W. II. Brenton, vice president, Iowa-Des Moines National Bank & Trust
Co., Des Moines, Iowa.

George W. Burton, president, National Bank of La Crosse, La Crosse, Wis.

H. M. Bushnell, vice president and trust officer, United States National
Bank, Omaha, Nebr.

Alfred Christopherson, president, First National Bank, Albert Lea, Minn.

Edward W. Decker, president, Northwestern National Bank, Minneapolis,
Minn.

R. E. Driscoll, vice president and cashier, First National Bank, Lead,
S. Dak.

W. A. Durst, president, the Minnesota Loan & Trust Co., Minneapolis,
Minn.

Paul H. Evans, president, Security Bank & Trust Co., Owatonna, Minn.
II. J. Fahnestock, president, First National Bank & Trust Co., Water-
town, S. Dak.

Lee M. Ford, president, Great Falls National Bank, Great Falls, Mont.
S. S. Ford, vice president, Great Falls National Bank, Great Falls, Mont.
G. C. Fullinweider, president, National Bank of Huron, Huron, S. Dak.
F. H. Gannon, president, First National Bank, Aberdeen, S. Dak.
J. H. Gilbert, president, First National Bank, Dillon, Mont.
Alex. Highland, vice president, and assistant general manager, Northwest
Bancorporation, Minneapolis, Minn.

Frank Horton, president, First National Bank, Winona, Minn.
Ford E. Hovey, president, Stock Yards National Bank, Omaha, Nebr.
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Bankers—Continued.
P. A. Irish, vice president, First National Bank & Trust Co., Fargo, N.
Dak.

C. E. Johnson, vice, president, Empire National Bank, St. Paul, Minn.
Louis C. Kurtz, chairman of board, Iowa-Des Moines National Bank &
Trust Co., Des Moines, Iowa

0. A. Leach, president, Citizens National Bank, Wahpeton, N. Dak.
S. McKennan, president, Union Bank & Trust Co., Helena, Mont.
It. E. Macgregor, vice president, Northwestern National Bank, Minneapolis,

Hanford MacNider, chairman of board, First National Bank, Mason City,
Iowa

W. A. Mahl, vice president, First National Bank, Winona, Minn.
E. L. Mattson, vice president and trust officer, Midland National Bank
& Trust Co., Minneapolis, Minn.

Charles B. Mills, president, Midland National Bank & Trust Co., Minne
apolis,

Isaac S. Aloore, president, First and American National Bank, Duluth,
Minn.

L. T. Morris, president, Citizens National Bank & Trust Co., Watertown
S. Dak.

Robert P. Morsman, president, United States National Bank, Omaha, Nebr.
George B. Norris, president, Metropolitan National Bank, Minneapolis,
Minn.

C. A. Parker, vice president, First National Bank, Mason City, Iowa
Lynn Peavey, president, Security National Bank & Trust Co., Fairbault,
Minn.

Camden Rayburn, vice president, National Bank of Huron, Huron, S.

Albert J. Robertson, vice president, Iowa-Des Moines, National Bank &
Trust Co., Des Moines, Iowa.

It. L. Rutter, president, Spokane & Eastern Trust Co., Spokane, Wash.
A. G. Sam, president, Live Stock National Bank, Sioux City, Iowa.
W. Z. Sharp, president, Security National Bank & Trust Co., Sioux Falls,
S. Dak.

David C. Shepard, president, Empire National Bank, St. Paul, Minn.
C. V. Smith, vice president and trust officer, the Minnesota Loan & Trust

Co., Minneapolis, Minn.
George w. Sugden, president, National Citizens Bank, Mankato, Minn.
J. C. Thomson, vice president and general manager, Northwest Bancor-
poration, Minneapolis, Minn.

H. D. Thrall, president, BancNorthwest Co., vice president and treasurer,
the Minnesota Loan & Trust Co., Minneapolis, Minn.

Edwin N. Van Home, president, Continental National Bank, Lincoln,

E. J. Weiser, president, First National Bank & Trust Co., Fargo, N. Dak.
D, It. West, vice president and treasurer, BancNorthwest Co., vice presi-

dent, the Minnesota Loan & Trust Co., Minneapolis, Minn.
David Williams, chairman of board, First & American National Bank,
Duluth, Minn.

Theodore Wold, vice president, Northwestern National Bank, Minneapolis,
Minn.

G. H. Yates, vice president, United States National Bank, Omaha, Nebr.

There are 126 various lines of business.
Third:

803

b_Nuinber, Millie, location, capital, surplus, deposits and resources of each
1;1 Ilk acquired, showing which are national, which State members of the
"era! Reserve system, and which are nonmembers.

Mr. LUCE. They will be put in the record,
(The list referred to is as follows:)
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Northwest Bancorporation. member banks

["N" denotes National banks. 'SMB"
ures

denotes State
as of February

bank members of
28, 1930)

Surplus

Federal Reserve

Deposits

System. Fig-

ResourcesCapital

First National Bank, Aberdeen, S.

_

Dak. (N) 
First National Bank, Albert Lea,
Minn. (N) 

Daly Bank & Trust Co., Anaconda,
Mont. (SM B) 

First National Bank, Appleton, Minn.
(N) 

$100, 000. 00

100, 000. 00

100, 000. 00

25, 000. 00

$100, 000. 00

60, 000. 00

150, 000. 00

12, 500. 00

$2, 904, 279. 50

2, 425, 421. 70

4,843, 520.77

436, 769. 48

83, 244, 518.64

2, 743, 353. 0

5, 195, 487. 37

481, 322. 0
Austin State Bank, Austin, Minn_____.
Dakota National Bank & Trust Co.,
Bismarck, N. Dak. (N) 

Brookings County Bank, Brookings,
S. Dak. 

Security National Bank, Cheney,
Wash. (N) 

First National Bank, Deadwood,
S. Dak. (N) 

Iowa-Des Moines National Bank &

60, 000. 00

100, 000. 00

50, 000. 00

50, 000. 00

150, 000. 00

12, 000. 00

50, 000. 00

5, 000. 00

15, 000. 00

50, 000. 00

351, 236. 77

479, 227. 58

282, 970. 63

895, 613. 18

I, 969, 756. 48

133, 518 85

357, 701. 32

339, 539. 22

859, 756.09

2, 165, 026. 39

Trust Co., Des Moines, Iowa (N).... 2, 000, WO. 00 I, 000, 000. 00 32, 526, 192. 68 36, 812, 085. 9.3;
First National Bank, Dillon, Mont. (N)
First & American National Bank,
Duluth, Minn. (N) 

First National Bank & Trust Co.,
Fargo, N. Dak. (N) 

First National Bank, Fairbury, Nebr.
(N) 

200, 000. 00

3, 000, 000. 00

300,000. 00

100, 000. 00

200, 000. 00

2, 000, 000. 00

200,000. 00

50, 000. 00

3, M7, 517. 16

29, 307, 080. 49

7, 495, 959. 13

2, 088, 912. 10

4, 140, 607. 91

46, 612, 693. 94

8, 179,620. 13

2, 308„ 945. 04
Harbin° Bank, Fairbury, Nebr 
Second National Bank & Trust Co.,
Faribault, Minn. (N) 

Fergus Falls National Bank, Fergus

100, 000. 00

200, 000. 00

35, 000. 00

40, 000. 00

1, 912, 545. 72

2,094, 508.60

2, 168, 410. 80

2.450, 110.61

Falls, Minn. (N) 
Grafton National Bank, Grafton,
N. Dak. (N) 

Great Falls National Bank, Great Falls,
Mont. (N) 

Continental National Bank, Barlow-
ton, Mont. (N) 

100, 000. 00

100 000. 00

250, 000. 00

50, 000.00

50, 000. 00

20, 000. 00

7.5, 000.00

50, 000. 00

1, 865, 971. 47

866, 690. 81

2, 331, 469. 65

606, 391. 75

2.223. 119.7&

1,124, 004.3

2, 847, 747. 34

760, 575. 61
Hill County State Bank, Havre, Moat 
Union Bank and Trust Co., Helena,
Mont. (811.1B) 

National Bank of Huron, Huron, S.

100, 000. 00

2110, 000. 00

35, 000. 00

150, 000. 00

800, 177. 70

2, 832, 047. 11

977, 815. 57

3, 349, 240. 06

Dak. (N) 
James River National Bank & Trust

225, 000. 00 55, 000. 00 3, 622, 392. 55 4. 037, 719. 57

Co., Jamestown, N. Dak. (N) 
National Bank of LaCrosse, LaCrosse,
Wis. (N) 

Scanlan-lIabberstad Bank & Trust Co.,
Laneshoro, Minn. (SMB) 

First National Bank, Lead, S. Dak.
(N) 

Northwest Bank de Trust Co., Lewis-
town, Mont 

Continental National Bank, Lincoln,
Nebr. (N) 

100, 000. 00

500, 000. 00

100, 000. 00

100, 000. 00

100, 000. 00

200, 000. 00

50,000. on

250, 000. 00

50, 000. 00

100, 000. 00

60, 000.00

200, 000. 00

I, 633, 449. 19

5, 180, 867. 22

1, 831, 493. 36

2, 795, 047. 59

847, 292.78

5, 117, 450. 16

1,825, 080. SO

8 769, 050. 27

2, 021, 484. 63

3, 136, 863. 15

814, 215. 16

5, 601,945. 91
First State Bank, Malta, Mont 
First National Bank, Mandan, N.

60, 000. 00 25, 000. OD 1, 084, 195. 42 I, 200, 116. 50

Dak. (N) 
National Citizen Bank, Mankato,
Minn. (N) 

First National Bank, Mason City,
Iowa (N) 

Northwest Savings Bank, Mason City

120, 000. 00

300, 000. 00

500, 000. 00

50, 000. 00

100, 000. 00

250, 000. 00

2, 548, 009. 57 2, 795, 140. 49

6, 088. 458. 47 5, 983, 812. 77

8, 187, 772. 06 9, 292, 995. 96

Iowa 
Farmers de Merchants National Bank,
Milbank, S. Dak. (N) 

100, 000. 00

.50, 000. 00

50, 000. 00

25, 000.00

339, 806. 96 491, 877.91

453, 761.24 539, 706.81
Bank of Miles City, Miles City, Mont. 50, 000. 00
Northwest National Bank, Minneapo-

lis, Minn. (N)  5, 000, 000. 00
Minneapolis Loan & Trust Co., Minne-
apolis, Minn. (S MB)   1, 000, 000. 00

-4econd Northwest State Bank, Minne-
apolis, Minn  50, 000. 00

Third Northwest National Bank, Min-
neapolis, Minn. (N)  200, 000. 00

Fourth Northwest National Bank,
Minnertpnliq, Minn. (N)  100. 000. 00

25, 000. 00

2, 000, 000. 00

I, 500, 000. 00

2.5, 000. 00

20, 000. ou

100 000. 00

, 571,893.23

81, 227, 225. 54

16, 799, 296. 47

I, 247, 498. 76

1, 060, 461. 53

3, 317, 087. 07

077, 107. 40

94, 705,086. 72

20, 288, 982. 00

1, 3.54, 731. 87

1,298, 640. 63
I 3, 596, gm. 79
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Northwest Bancorporation member banks—COntinUed

Capital Surplus Deposits

Fifth 
Northwest National Bank, Min-

neapolis, Minn. (N) Central National Bank, Minneapolis,
Minn. (N) 

Metropolitan National Bank, Minna-.ar)olis, Minn. (N) 
Midland National Bank dr Trust Co.,_Minneapolis, Minn. (N) tint 

National Bank & Trust Co.,Minot, N. Dak. (N) First 
(N) National Bank, Moorhead, Minn., 

..............FirsatkN;a1,flco-ririf
Sta 
oak.

Bank of Northfield, Minn 
Farmers State Bank, Osseo, Minn Stock Yards National Bank, South
Omaha, Nebr. (N) South Omaha Savings Bank, South
Omaha, Nebr 

Tj114etebl.S(tpltes) National Bank, Omaha,

Security Bank & Trust Co., Owatonna,
1,14inn. (SM B) irst 

National Bank, Rapid City, S.Dak. (N) 
Live Stock National Bank, Sioux City,n Iov/a (N)

'neuritY National Bank, Sioux Falls,S. Bak. (N) 
Mi
0(NN3tional Bank, St. Paul,

mmurritniny. County State Bank, Slayton,

- Minn. (N) 
QDokane Az Eastern Trust Co., Spokane,
Wath. (smn) 

,ortiniercial National Bank, Sturgis,El• Bak. (N) 
knerican National Bank di Trust Co.,
Valley City, N. Dak. (N) 

Citizens National Bank, Wahpeton,
flak. (N) Citizens National Bank Az Trust Co.,W
atertown, S. Dak. (N) rirst 

National Bank & Trust Co.,b Watertown, S. Dak. (N) -rirst 
National Bank, Winona, Minn.(N).. 
............................

Total 
'Ilion Investment Co. banks 

Total 

$100, 000. 00

100, 000. 00

500, 000. 00

1, 000, 000. 00

100, 000. 00

100, 000. 00

250, 00. 00
50, 000.00
25, 000. 00

750, 000. 00

25, 000. 00

Li®, 000.00

100, 000. 00

100, 000. 00

200, 000. 00

250, 000. 00

350, 000. 00

50, 000.00

350, 000. 00

1, 000, 000. 00

50, 000. 00 r

100, 000. 00

75, 000. 00

100, 000. 00

100, 000. 00

300, 000. 00

$10, 000. 00

50, 000. 00

250, 000. 00

500, 000. 00

50,0)9). 00

00, 000. 00

8, 000. 00
50, 000. 00
15, 000. 90

250, 000. 00

25, 000. 00

700, 000. 00

100, 000. 00

80, 000. (X)

150, 000. 00

250, 000. 00

150, 000.101

15, 000. 00

100, 000. 00

250, 000. (X)

50, 000. 00

25, 000. 00

75, 000. 00

50, 000. 00

100, 000. 00

300, 000. 00

8619. 648. 08

I, 712, 083. 85

10, 093, 208. 66

18,967, 530.91

4, 106, 668. 35

880, 626. 76

204, 186.73
1, 057, 724. 44
713, 402. 76

10, 046, 495. 60

942, 902. 97

20, 921, 693. 44

2, 118, 590. 54

2. 049, 055. 28

6, 133, 734. 55

1,454, 514.07

5, 198, 964. 82

545, 596. 83

4, 189, 582. 56

11, 680, 417.59

893, 106. 88

885, 274. 91

1, 218, 084. 19

1, 516, 278. 59

2, 238, 050. 31

7, 103, 684.43

Resources

$741, 385. 37

I, 999, 600. 91

11, 377, 124. 48

22, 408, 823. 00

4,471,862.95

1, 050, 754. 87

244, 142. 06
1, 170, 176. 20
802, 274. 32

II, 549, 890. 92

1, 048, 424. 68

23, 491, 925. 77

2, 382, 819. 96

2, 350, 910. 50

6, 765, 044. 01

6, 147, 261. 33

5, 814, 830. 52

621, 389. 38

4, 862, 945. 66

13, 356, 147. 53

1, 072, 491. 57

1, 033, 405. 10

1, 480.421 91

1, 808, 70 i. 70

2, 584, 657. 22

8,041,098.60

23, 330, 000. 00
967, 000. 00

12,937, 500.00 366, 911, 856. 58
371, 500.00 13, 923, 429. 74

425, 278, 107.07
10,047, 548. 19

24, 297, 000.00 13, 309, 000. 00 380, 835, 286. 32 441, 325, 655. 86

Federal reserve system members National State Non-
members

North
13, --West Bancorporation 
4'on Investment Co 

Total 

111111111.—__

48
16

6 13
15

67
31

64 6 28 98
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Union Investment Co. banks

(N denotes national banks. No State banks are members Federal reserve system)

MINNESOTA

Capital Surplus Deposits Liabilities

First National Bank, Belle Plaine (N) $25, 000. 00 $6, 000. 00 $363, 529. 04 $427.893. 39
Morrison County State Bank, Bowing__ 12, 000. 00 3, 000. 00 162, 443. 61 179, 489. or/
Union State Bank, Browns Valley 25, 000. 00 5, 000. 00 385, 549. 66 421,798. 99
Dodge Center State Bank, Dodge Cen-
ter 25, 000. 00 5, 000. 00 363, 209. 59 403,80311

Bank of Elk River 20, 000. 00 15, 000. 00 401, 629. 29 451, 923.
First National Bank, Farmington (N)_ 25, 0(8). 00 16, 000. 00 546, 078. BO

_,..0
595, 359. 9I,

State Bank of Greenwald 25, 000. 00 5, 000. 00 271, 222. 06 307, 400 51
Hastings National Bank, Hastings (N)_ 50, 000. 00 10, 000. 00 802, 638. 07 878, 527.83
First National Bank, Hawley (N) 
Security National Bank, Hopkins (N) _

25, 000. 00
50, 000. 00

5, 000. 00
10, 000. 00

245, 275. 27
628.713. 16

290,945 64..
759,722 o•

First National Bank, Jordan (N) 25, 000. 00 5, 000. 00 344,712.03 407, 002. 01,..
State Bank of Lake Park 25, 000. 00 5, 000. 00 264, 040.35 297, 809. ve
Rock County Bank, Luverne 50, 000. 00 10, 000. 00 368, 064. 09 444, 882. 18
First National Bank, Montgomery (N). 25. 000. 00 5, 000. 00 441, 711. 72 507, 538.41
First National Bank, New Prague (N). 50, 000.00 25, 000. 00 627, 438. 00 766. 80. 41
First National Bank, Red Wing (N)_ 100, 000. 00 25, 000. 00 1, 348, 979. 79 1, 608, 301. 86
American State Bank, Richmond 
State Bank of Rockville 

15, 000. 00
10, 000. 00

7, 500. 00
5, 000. 00

264, 286. 76
227, 053. 92

291, 203. t.42
248, 013. De

Union State Bank, Sauk Rapids 
First National Bank, Two harbors (N)_

30, 000. 00
50, 0(81.00

6, 000. 00
20, 000. 00

175, 836. 12
764, 273,93

214, 661. It
891, 811. PI

State Bank of Virginia 50,1810. 00 50, 000. (Jo 928, 230. 15 1,044,568.23
Peoples State Bank, Warren /5, 000. 00 5, 000. 00 220, 584. 07 253, 3,53. 47
First National Bank, Waterville (N)_ 25, 000. 00 25, 000.06 723, 101.44 816, 80533

NORTH DAKOTA

Farmers State Bank, F'airdale 15, 000. 00 0 61, 018. 51 78, 078. 85
State Bank of Starkweather 15, 000. 00 5, 000. 00 111, 043. 67 134, 217.41

WISCONSIN

First National Bank, Baldwin (N) _ 25, 000 00 20, 000. 00 448, 661. 03 3 9 7044_54
Berlin State Bank, Berlin 50, 000. 00 25, 000. 00 929, 116. 34

1 , 53724

First National Bank, Grantsburg (N) 25, 000. 00 25, 000. 00 597, 0114. 12

701 752

First National Bank, Knapp (N) 25, 000.00 5,000. 00 191, 408. 32

22625 201

First National Bank, New Richmond
(N) 25, 000.00 5, 000. 00 230, 501. 17 289, 208. 56.

First National Bank, Prescott (N) 25, 000. 00 13, 000. 00 485, 993. 96 553. 387. 71

967, 000. 00 371, SOO. 00 13, 923, 429. 74 16,047, 540 10

Mr. DECKER. Fourth:
Give a list by name and capital structure of each corporation other than

banks, the majority of the stock of which is owned by your holding company.

That will be furnished. It consists largely of securities companies,
like the Northwest Bancorporation, and such companies.
Mr. LUCE. That may be handed to the stenographer.
(The list referred to is as follows:)

Affiliated companies

Capital
Surplus and.
undivided ,

profits .

BancNorthwest Co., Minneapolis, Minn. (securities):
Common 
Preferred 

 8200, oak oo
1,000,000.00

8200, 456. 01

Union Investment Co., Minneapolis, Minn. (holding and managing) 500, 000. 00 2oap,
Central Co., Minneapolis, Minn. (loans and insurance) 10, 000. 00 12,516./a
First National Duluth Co., Duluth, Minn. (securities) 750, 000.00 7, 854. 74
Stock Yards Mortgage Co., South St. Paul, Minn. (loans and insurance) 50, 000. 00 6, 786. 60
Iowa-Des Moines Co., Des Moines, Iowa (securities) 
Montana Livestock Loan Co., Helena, Mont. (loans) 

50, 000. 00
100, 000. 00

50, 000. oo50,000.00
Continental Co., Lincoln, Nebr. (securities) 23,000. 00

---U. S. National Co., Omaha, Nebr. (securities) 325, 500. 00
Cattle Feeders Loan Co., Omaha, Nebr. (loans) 100, 000. 00 202, 625. 56202,625.56
Spokane Eastern Corporation, Spokane, Wash. (owner of Spokane & Eastern
'Fr. Co. & Spokane Eastern Co.) 2, 2115, 6.53. 00 249, 527.60

Spokane Eastern Co., Spokane, Wash. (securities) (owned by Spokane
Eastern Corporation) 100, 000. 00 27, 490. VI

5, 506, 153. 00 1,317,687.0
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Mr. DECKER. Fifth:
State fully the method of acquiring a bank, whether by cash, purchase of

stock, or by exchange of stock, and the method of negotiation.

That can be briefly answered, although I think I have covered it.
In nearly every instance banks are acquired by an exchange of
,.Sock, although when the corporation was first organized we offered
'nem part cash if they preferred it.
In each acquisition, consideration is given to the territory served

1)37 the bank and the need and provision for a more stabilized local
.banking condition and a broader

' 
more uniform and complete serv-

lee as well as continuous banking facilities which will not be affected
oy temporary and local depressions.
, Negotiations are generally initiated by those desiring to affiliate,
Out in some instances the corporation, through its representatives,
Invites affiliation.
81ock of the corporation is exchanged for stock of the bank,

t.XCeln in cases where it is necessary to recapitalize the bank, andin those instances the old capital structure is wiped out by losses or
reserves set up for possible losses, and it is then necessary for the
corporation to provide new capital. All exchanges are made on as
Uniform a basis as is possible, taking into consideration the capital,
surplus and undivided profits, resources in use as capital and net
tecruals; the foregoing constituting the bank's total invested capital.
-the total invested capital, the volume of deposits, and the average
earnings over a 5-year period to a great extent determine the ratio02 exchange. Of course, management and future prospects for
growth and strategic location are also taken into consideration.
When an agreement has been reached on the exchange ratio, the

uank is examined by our own examiners who make the examination
'without having in mind the terms of the contract and ultimate con-
8.Urnmation of the deal. The examination is unbiased with the end
'n view of obtaining all information possible regarding the pros-
pective affiliate. Before affiliation is finally brought about, the
Undesirable assets are eliminated and the bank comes into the group
c'n a clean basis and thereafter is maintained in a sound and healthy
condition.
Mr. LucE. How large a proportion of the stock?
Mr. DECKER. Well, out of a total of stock issued to-day 
Mr. LucE. I mean by any individual bank—in the case of any

one bank.
Mr. DECKER. What percentage was cash?
Mr. LUCE. Was all of the stock of the bank exchanged ?

t. Mr. DEcicEn. About 98 per cent—practically all, with the excep-
“Inn of the director's qualifying shares. The greater part of the
Stock has been exchanged. You may say that the Northwest. Bancor-
Poration owns practically 98 per cent. To be exact, it is 96.2per cent of all the stock as of December 31, 1929. Some of the rest'as been turned in since, which will bring the percentage up.
Now, the basis of exchange of stock, where stock was exchanged,

of course, a. matter of mutualagreement. We took into con-
wieration profits, book value, earnings, prospects, and everything,
talld agreed upon what would be a fair exchange for their giving up
eueir stock in the local bank and taking for it stock in the holding
"Tany, and we retained the stock in the local bank.

807
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Mr. GOODWIN. Were the stockholders practically unanimous if
the transfer
Mr. DECKER. Yes. About 97 per cent of the stock has been ex

changed, so I think that answers that. Of course, a part of the re
maining 3 per cent is accounted for by the directors' qualifyini
shares. So there is very little left. There is no trouble in exchang
ing stock. They were delighted to get a stock that had a market au(
that was based on diversified resources in place of a local bank sub.
ject to local business vicissitudes and changing management, th1
perpetuity of which was not assured.
Sixth:
Describe the capital structure of your holding company, showing the class 

of stock and the extent and method of the stock distribution.

There is only one kind of stock. There are 1,600,000 out at $5(
a share par value. To be exact, there are 1,641,364 shares and of th(
total amount outstanding

' 
342,869 were sold at public offering an

the balance was used in the exchange of stock with the affiliate
banks. So about four-fifths have been issued to member banks ani
one-fifth to the public.
Mr. LUCE. How much was pooled?
Mr. DECKER. None at all.
Mr. LIICE. All subject to be marketed?
Mr. DECKER. Yes, sir.
Mr. SEIBERLING. What par has the stock? 1
Mr. DECKER. $50. I think you were about to ask me how virl,

would prevent Wall Street from buying control.
Mr. LUCE. Yes,_ sir; that was what I wanted to know. Do you cal

to answer it now?
Mr. BUSBY. We can not hear a thing at this end of the table.
Mr. LUCE. The point I am driving at is whether this stock, bein1

on the market, can be concentrated by purchase on the part of Nei
York interests or any other interests?
Mr. DECKER. My answer is this: One of the leading purposes

the organization of the Northwest Bancorporation was to preveni
outside interests obtaining control of our banks. My contention
that it would be much easier for an outside institution to acquir!
these one hundred-odd different banks one at a time, and buy frog
the individual's control, if they wanted to sell, than it would be
they wanted to buy control of the Northwest Bancorporation for thi
reason that the Northwest Bancorporation is presided over by 10
directors, practically all of whom are wealthy, independent businesi
men. Not one would sell control of that institution knowingly a
any price. It would make no difference whatever what the prid
was. Also, they have that same local pride and local interest whid
has been in existence for 60 years, which dominates these small bank")
Now, if there is no loyalty anywhere; if money is the only thini

in the world, I do not know how you can pass any law toprevent 1
man selling out to some one else. You may know of a way; I (II
not. -
But my judgment is that what we have done has made it mud

more difficult, if not impossible, for outside interests to acquill
control than would have been the case before the corporation wel
organized.
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We do not want to be dominated by New York or Chicago; it is
not sound; it is not good for New York or Chicago, and it is not
good for us, and I do not know of a commercial banker—and I
!Poow them all personally—in either New York or Chicago that has
,t'ne sliglitest desire to acquire control in the Northwest Bancorpora-
tion.Every one says they have enough trouble of their own and
the only thing that would tempt them to do it would be they felt
some one else was going to do it ahead of them. There is always
that fear, I suppose.
I think we have reduced that danger to the minimum

' 
because

;we have set back of it the best brains, the best minds, and the most
lyal people who live in our country. If you can not trust them,

12v, oni will you trust? They do not want to sell out; they want to
117 more stock.

should be entirely sympathetic with any move on the part of
this Congress to pass a law which would make it impossible for peo-
Pie outside of our district to acquire control of our holding company
ttiod banks. "Then," perhaps you ask, "why are you not willing
,have some law to make it impossible for you to acquire, say, the
ninot Bank?"
My answer is that at some place along the line you must build

!t. unit strong enough to stand on its own feet. Minot can not do
it alone. Minneapolis and St. Paul, in that district, can.
Our banks are managed by experts, people born and bred in that

?:Aintry. They know the problems and their solutions. Our prob-
are different from the Atlantic seaboard. For instance, takethe freight rates, water rates, tariff, and so forth. We have a pride in

1r affairs, and we are going to look after our own interests, and
Tat is what we are doing here. We would solicit any assistance
troni the Government to make it impossible for people outside of
?Ur district to acquire control of our banks or holding company.
'8 ,that an answer?

N.venth :
ban%, lain fully what control or influence the holding company, or a central
„ controlled by the holding company, exercises over the group of banks
z(Nuired. That is to say, what sort of central management or central advisoryZard or committee is set up and exactly how contacts are maintained betweent,Ile Member banks of the group and the central bank or holding company.`1°W is the group policy initiated and applied or enforced?
Well, we have set up a staff of examiners who examine every banktill the group at least once a year, and those examinations will be very
i
"
,°rough, believe me from a business standpoint, pure and simple.
eY will review the examinations twice a year, by the national

%Ilk examiner, or State bank examiner, as the case may be.
„We will have a report from these banks sufficiently often to knowmat their operations are, but with no desire whatever to dominateawi 

local bank or other local interests who find it wise to follow a
Qortain policy.

Practically every bank in the group, except some of the very small
are represented on our board of directors.

n'y the way, I forgot to say that there is a provision that is either
a our constitution or by-laws—I forget which—which makes it
i41andatory that every bank in our group must have 75 per cent of

directors local men. As a matter of fact, to-day, they are all

L



810 BRANCH, CHAIN, AND GROUP BANKING

local men. We have not put a Minneapolis man on the board o:
directors of any bank that is in our group.
You will say, though, "Well, you can fire them at the annual elec

tion and put in another set of directors." Yes, but would it be tc
our interest to do it if they were not pretty bad? We have a larg
investment, for instance, at Minot and naturally we want the coop
eration of the people, or they will go to some other bank.
Eighth:
Upon what principle are you working in determining the geographical' aret

Into which your group of banks will be extended? In other words, what th
you consider to be the territorial limits of your group and what determine
the limits of the area?

I think I have answered that and I do not think you want tne
repeat it.

Affiliated banks of the Northwest Bancorporation are located
generally, through the ninth Federal reserve district and in portion:
of the seventh, tenth, and twelfth. In the acquisition of banks, Fed.
eral reserve district lines have not governed the territory which vo
have entered. The purpose in the organization of this corporatior
was to assist in stabilizing the banking conditions in the Northwest
States and adjoining natural trade territories. The corporation't
activities now cover eight States.
Assurance that continuity and stability of earnings will be mail.

tamed is found in the wide diversification of business activity in du
territory served by affiliates in Northwest Bancorporation grouP
Basic sources of wealth in many principal lines are found in thi
extensive territory from eastern Wisconsin to eastern Washington
from North Dakota to Nebraska, and in the intermediate States
Montana, Minnesota, South Dakota, and Iowa. In some areas busi.
.ness comes primarily from the production of corn, wheat and °thel
grains, dairy products, sugar beets, vegetables and fruit, while live.
stock production predominates elsewhere. In other areas, banks ill
the group are concerned primarily with business from the great iron
copper, gold, and silver mining, and oil industries. In the large!
cities particularly, manufacturing, in itself widely diversified, cofl.
tributes a large volume, and other important business conies froth]
insurance, transportation, public service and general wholesale and
retail merchandising.
Along with this diversification of outside sources from which busi.

ness is derived, the organizations in Northwest Bancorpaatioll
group diversify within themselves in commercial banking, savings,
trust functions, financing of industries, making of mortgage loans
investments, safe deposits, foreign exchange, and all other banking
functions.
Ninth:
Give method of central audit and examination of the members of the groin'

of banks owned by your holding company.

I have covered that.
Mr. LUCE. Will you tell us a little more about the mechanics]

process? You told us, for example, that there was no borrower o
your field who could get up the securities, who would fail to get
loan. How is that accomplished? .

Mr. DECKER. It is accomplished by the fact that the local banb
naturally wants to take care of its good customers.
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Mr. LUCE. But if that bank has not the money, how does it get
it and where does it get it?
Mr. DECKER. If the bank has the money it feels free to lend it,

knowing if the deposits go off, or there is a crop shortage, he has
wine one to call on. If he has not the money in that bank, he can
easily borrow it from some other bank in the group—say, for
example, the Northwestern National Bank, as it was formerly,
before the members joined the group—or, in the case of Minot, if
Minot has a customer that is good, and that customer wants $50,000
and the local bank can only 'legally lend $25,000, we will take the
additional loan—not a permanent line of credit, but an additional
lom to tide over the period, if it is a loan for a period. If he
'leeds additional lines permanently, lie will have to secure it from
the local banks, as he would if there was not this group. It is
not our policy to overload local banks if it is possible to avoid it.
If the local borrower is entitled to that loan and there is good

r,eason to believe that some day he will pay it back, and you can
uo the country some good up there by lending the money, we will
Provide means for doing it, that could not be done before.
. Mr. LUCE. It is the mechanics of the thing that I am interested
ill. Do you maintain a central office under the name of the North-
west Bancorporation?
Mr. DECKER. Oh, yes.
Mr. LUCE. You have funds there to loan?
Mr. DECKER. Not as a corporation. It is a holding corporation.
Mr. LUCE. Suppose the First National Bank of Minot desires to

g, money to lend and it does not turn to some other bank, as it
ml.g._ht, but turns to you, what do you do?
, Mr. DECKER. If they convince us that that is a section where the
gitimate borrowing capacity is larger than the depositing caps-

eltY, which is not likely to exist except in cases such as those I
trientioned, where there are cattle loans or sheep or livestock loans—
td those we are providing for in the side corporations—aside from

there would be very few cases, in my judgment, where deposits
,11.1 that section will not be sufficient to take care of the legitimate
?prrowings there. That is the fact. We are not such a poor country
,t;lat you have to bring in a mass of outside money to take care of
"le district from the banking standpoint.
Mr. LUCE. I appreciate that.
Mr. DECKER. You mean if John Smith, for example, comes in

and borrows $100,000 and puts in a note?
Mr. LUCE. Yes.

: Mr. DECKER. We will take that note into our portfolio. The hold-
Company, of coarse, makes not loans. They will send it, prob-
Y in our instance, to the Northwestern National Bank, which is

l'ue largest unit in the Northwest Bancorporation.
Mr. LUCE. Suppose the bank in question has not the money that

Y°11 are referring to?
Mr. DECKER. The Minot bank?
Mr. LUCE. The National Bank of Minot.
Mr. DECKER. Well, supposing the National City Bank has not the

"Itley to lend, they will find a place to get it.
t. LUCE. I think you are drawing a contrast between the opera-
lons of the group system and the branch system.
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Mr. DECKER. Yes; on this theory—
Mr. LUCE. Let me bring out what I am trying to understand.
Mr. DECK. Go ahead.
Mr. LUCE. A branch bank is a branch of a parent bank, which

conducts a large banking business with deposits and resources of all
kinds, so that it can direct its funds to this or to that locality where
there may be a greater need or greater profit.
Mr. DECKER. Right.
Mr. DICE. Now is there any corresponding machinery under your

system to do the same thing?
Mr. DECKER. NO.
Mr. LUCE. If more money is necessary in North Dakota at a given

time than is necessary in Minnesota, have you any method for divert-
ing funds from one part of your area to another part of your area,
as a branch bank can
Mr. DECKER. Plenty of means of doing it, if our best judgment in-

dicates that it should be done.
Mr. Lucz. What would be the means?
Mr. DECKER. The bank at Minot, for instance, if that was the point

where loans were larger in proportion than deposits, would redis-
count. First, they will undoubtedly rediscount with the Northwest-
ern National Bank at Minneapolis, which had been their corre-
spondent many years before they joined the group.
If it became apparent that the Minot bank was permanently and

constantly overloaning, we would go up there and see if it was neces-
sary and whether the management was lax in putting out too much
money in slow loans and discover whether there was no evidence
that we would get it back in a particular time. We would review that
situation and determine what was the fair and right thing to do and,
having in mind our large investment in the Minot bank, our selfish
interest would demand that the interests there be protected.
To answer your question, a group bank, as we operate it, would

not operate quite as quickly nor would it be as well oiled, in shifting
money from one section to another, as a branch bank; and that is one
of the things that our people object to. They do not want all their
money taken out of one section and loaned to another unless they
can be assured they can have it at a time when needed.
Mr. BEEDY. Are you referring to the officers of the Northwestern

National Bank of Minneapolis?
Mr. DECKER. Yes.
Mr. BEEDY. You do not refer to the set-up of your holding cor-

poration?
Mr. DECKER. I would not say that. We have a president, general

manager and corps of officers. Unquestionably .the officers will su-
pervise the operation of these banks, and the Minot Bank will have
practically the same scrutiny under the Northwest Bancorporation
management as it would have if it was a branch of the Northwestern
National Bank. We have our money invested there and we will
see that it is properly loaned, but we will leave it to the local man-
agement of the Minot Bank and the management of these local insti-
tutions, as long as we are satisfied they are running them right, and
when we are satisfied they are not, we are going to correct that
situation.

Lt

1
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Mr. LUCE. Let me ask some questions about this matter of local
m anagement. You have given us to understand that the stock,
tIvhich was once owned by the people in that locality, is now owned

what is virtually a cooperative association; however, that the
rectors are still elected locally. The common experience of man-

is that office without power sooner or later degenerates into
8,13rnething of a traversty. We find it here in Congress, as illustrated,

example, by the fact that the Committee on Appropriations holds
.;le purse strings and, therefore, in many directions controls, and
taat other committees have been shorn of much of their responsibility
and ower.

Y do you assume that, through a period of years, a local board
of (Erectors, that has no final responsibility, will meet the needs of a
Tinmunity as a unit bank would meet it? For instance, a board of
Ill'ectors, confronted by some difficult situation, will be led to feel,
Well, we have no authority here; we have no responsibility; no

unal authority or responsibility. The men down in Minneapolis
will have to carry this load."
v 1)0 you not apprehend that, in time, there may develop in this or
_Rat locality, a situation that might have been avoided if the men
/410

it 
run the bank, own, and control the bank, and were responsiblefor  V

Air. DECKER. I think there is a danger, yes; but so long as those
lallen are the best men in the community; so long as they have a large
.nancial interest in the Northwest Bancorporation, a larger financial
tilterest than they had before in the local bank, and so long as they
'lave the power, which we do not take away from them, the manage-
;111,0nt of the bank, we believe, and we have sufficient faith in human-
'‘Y to believe, that that is a workable plan.
8 Novy, if I am wrong; if you can not trust these men and they will
PT) " Let George do it now; he is responsible; why should I worry;
nave my stock in the company and can sell it and go to Cali-

.0rnia and quit "—if that is what the whole country does, there is
)114, one result and there will be branch banking.
id. 'out to-day, if you choose to call ours an experiment, I believe
" is the best experiment that could be tried to retain all we have
11„9W, and yet meet the changing situation, without necessarily run-

counter to a very strong local feeling in our section against
ranch banking.

ts_i• believe that the psychology of the situation has to be taken into
,.',U11 consideration, particularly in banking, because you must have
Ve confidence of the community in order to draw out the money
'rota hiding.
LWe think we have found a way so that the local depositors and
uulrowere,the fellows on the street—are going to have greater
saietY and better service than they had before, or that they wouldget to-day under branch banking and, therefore, we believe that it
la a better plan.
h.,114Y9v I can not guarantee that, as you suggest, some day in this
Particular case, if this group of directors fall down on the job—well,
sle would see that coming in advance and we would provide men
tTere that will take the responsibility—but if I am a director in
us Standard Oil Co. of New Jersey, or some big corporation, or
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even the National City Bank of New York, I do not think it is fair
to assume that, because it is a big institution and a long ways aft
I would not be a good director, if responsibility is placed on me.
We place that responsibility absolutely on them. We do not take
any authority away from them. Naturally, they will not assume
responsibility without authority, and we would not let them assume
authority without responsibility.
Mr. LUCE. There is this difference between group and branch

banking, that when a doubtful loan is in question, I understand
the case of your group banks, you learn of it only once a year from
your examiners when they go around and examine your banks. The
central office of a branch-bank system learns of it within 20 minutes.
Mr. DECKER. There will be no loans of any size or unusual char-

acter made without submitting them to the head office. But there
is exactly where the local board of directors assume their authority.
If, in their judgment, there is a safe loan to be made, they will go
ahead and make it. We will say it is a new one and has not been
passed on before, or comes up since our men examined that bank. We
expect those local directors to assume the responsibility of that loan.
I believe it is safe to assume that they will, because they have been
there for years, and know the local situation. These are not nevi
men. They have been operating successful banks. Mind you, the
banks we have taken in are not banks with a few exceptions, where
we felt we had to lend assistance. As a rule the banks are 50 or
60 years old and successful banks. We have not picked up a lot of
cripples. We are picking up nothing but good banks, because we
felt that the only way to make a banking institution there that
would survive would be to have a cooperative banking group of good
banks, and not poor ones.
So
' 

we put that responsibility on the local board. If we discover
that they have not good judgment, why, they will be told so.
Mr. LUCE. But then you will be locking the stable door after the

horse has been stolen.
Mr. DECKER. They are not going to make a lot of bad loans before

we know it. We get reports every 30 days. We also get the State
Bank and National Bank Examiners' reports.
Mr. LUCE. I think perhaps you misunderstand, from the burden of

my questions 
Mr. DECKER. If I speak earnestly, you will understand that I

mean nothing personal.
Mr. LUCE. These hearings began with the statement by the Comr

troller to the effect that the overwhelming occasion for an investigs-
tion was the fact that thousands—I think it was 9,000 banks--"
have failed in the past decade: that the safety of the funds of the
people is our chief concern.
Mr. DECKER. Right : absolutely right.
Mr. LUCE. And in order to have you throw further light upon this

question as to how increased safety is going to be accomplished bY
your system, I will further inform you that this committee has noWs
through 8 or 10 years, watched the failure of the cooperative ides
to function as was hoped in the farm-loan system, and some of os
are not very hopeful about the possibility of the cooperative ides
sufficing to meet the banking situation.
Mr. DECKER. Neither am I.
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Mr. LUCE. Now, you present to us a system that is based purelyupon the cooperative theory, but as yet, to be frank, it does not dis-
e se a_great addition of safety to depositors of the various banks.
k Mr. DECKER. My answer to that is this, the depositor in the local
it),E.tnk has everything he had before in the way of safety.. He has
L'e knowledge that the management of that bank is going to be

,ellecked and watched as it was not before. He has the knowledge
L at the Northwest Bancorporation is back of it, with its large re-
sources, and they are able to take out of that bank the securities
which may get into it that are not desirable.
b After all, management is nine-tenths of the law. Heretofore his
1.ink had a manager and the only one who was watching him was his
,Trectors. They were all local men. Now he has all that, and he has

katc,ion
'',,n.e Northwest Bancorporation's organization watching him in ad-

to that, checking him and advising him and assisting him.
'30 I think that the depositors in any one of the banks in our

roup have double security, at least, to-day, over what they had be-
• . They have lost nothing and have gained a lot.

t '1*. LUCE. One further question and then I have to be excused,
e? go on the floor by reason of a matter in which I am vitally con-
!ed. Is Is any uniformity in discount rates secured or encouraged?

r. DECKER. I did not get that.
e„'lr. LUCE. Is any uniformity in the discount rate obtained or
meouraged?

Zr. DECKER. Between the banks in the group?
,,r• LucE. Yes.
▪ .• DECKER. No, sir.

YO 
41-r. Si-norm I was called away and I do not know whether or notU
have advised the committee regarding the plan of your group

or:c 
1-,ipization.

V‘• DECKER. Yes.
t
r

. '-'-r• STRONG. Let me ask you this: Suppose a bank get in
tlble
tir• DECKKR. One of our banks?
:tat STRONG. Yes; one of your banks.
in DECKER. It is not going to get in trouble.
iii-r. STRONG. But suppose it does.
ur• DECKER. All right.

ea',3_1-r• STRONG. And you send your committee down there and take
bal. $100,000 worth of paper and replace it with the funds of the

1 11 and there is a loss on that paper. Who stands that loss?
ea .r. DECKER. The Northwest Bancorporation. We would put new

131t...al into the bank immediately.
tiob Mr. STRONG. The other members of the cooperative organiza-

-are they not liable to resent the fact that you took the profits
k_eaPital of the cooperative group to repair an injury to a single
Ziber of the organization?
tr. DECKER. Not if they believe in the principle of the group.

4 ;.1.• STRONG. Well, supposing I am the president of a large bank in
teatlY called A, and a bank in a city named B gets into trouble. It
vfitt be not very far from my bank. How long will I be satisfied
to h taking the profits or the capital of the group to which I belong,elP out this bank at B?

100136-30—vor, 1 PT 8 3
L
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Mr. DECKER. The answer to that is this, that, as president of the
bank of A, you are a director of the Northwest Bancorporation and
you helped get up the organization and know its policies and
methods. You went into that banking corporation and exchanged
your stock in the local bank for the stock in the Northwest Bancor-
poration because you thought it was better for yourself and yolir

bank. You must have believed in the principle involved, or
would not have gone in. You must believe that the directors oft

11
'

1
'

\

Northwest Bancorporation will see that proper officers, at all time:-
look after these banks, and do not allow them to make excessive loans.
Of course there may be some losses, but the minute a bank give'levidence, through its management, of making excessive loans, that
management will be supplanted. .
I do not want to give the impression that the Northwest Ban-

corporation will not have any control or supervision of these bank"
so they will not at all times know what is going on, because I woul'l
not have put our money into it; we would not have given up a record
of 60 years without missing a dividend, if we did not believe we had
set up an organization which we proposed to watch and follow and
manage, to make our investment there good.
Mr. STRONG. When a bank goes into your group, it does bury itself

individually and the owners place their stock in the Northwe4
Bancorporation. If that is true, I do not see how any individualitY
of management and local control can prevail.
Mr. DECKER. That local control is only exercised in case

emergency.
Mr. STRoNo. You mean that central control?
Mr. DECKER. Yes, sir; absolutely. If we have a group of fellova

up in Minot who do not know how to run the bank, we will find
out and put some one in that does.
Mr. STRONG. The local institution continues to elect its board

directors
Mr. DECKER. Well, the election of the board has to be made by the

shareholders, of course.
Mr. STRONG. Then, in case of mismanagement, your group orga

zation steps in and supplants that authority?
Mr. DECKER. Yes, sir.
Mr. STRONG. And has the right to vote those directors out a

take charge?
Mr. DECKER. Absolutely.
Mr. STRONG. Then, there is a domination by the central group?
Mr. DECKER. To that extent, absolutely.
Mr. STRONG. You have formed a group organization of big, stro04

banks. What becomes of the little banks in the small communities'
Mr. DECKER. We have some small banks, through the Union Dr'

vestment Co.—about 31 banks. I do not know how small some al*
but they are very small.
Mr. STRONG. Are those banks branches of the Union Investme

Co.?
Mr. DECKER. No; the Union Investment Co. is a small holdi3O

company which has been in existence for a great many years whie
you may refer to as approximating what we call chain bankiag'
We bought or exchanged stock with the shareholders of the Uniolii
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It vestment Co. just as we have with the various banks, because we
Wanted those large banks to look after small banks that wanted to
ennle into the organization, so that local institution, which is better
clnalified to handle the small local banks, than the Northwest Ban-
eer‘oration, has charge of them.
i Mr. STRONG. Then, your small banks are handled by chain banking[At nstititions within your group?lie b Mr. DECKER. There is just that one institution and there will be
of°41,ore. That is a matter of convenience. There is an instance,o-.

‘,4,King in 31 small banks that wanted to come in. We took them[1-•

- through that organization, instead of directly through theIlt  cor-
Irt

r
til-.0t, because that special organization is organized to look after

— e banks and they require different supervision than such a bank.
4$ 

located at Minot, where you have a strong board of directors.
ar r. STRONG. Within the territory of your group corporation, there11,1 great many other small banks?

DECKER. Yes, sir.1,1(1 1:1,:r. STRONG. What do you propose for their protection?
Zr. DECKER. You mean banks that are not in our group?
Zr. STRONG. Yes. Come into your group?
17. DECKER. That depends.
17,r• STRONG. What?

DECKER. That depends on a great many things.
bao?lr• S•rRoNG. You would not take them in if they were not strongn 

T)ECKER. I would not take them in if we did not think we could
ao " money at that point by operating a branch there, nor would
Y Be else.

STRONG. Would you ever put in a competing bank; would your
ever install or create another bank in competition with a bank

me Your group?
1.1;: DECKER. No, sir; no such instance has ever been brought up.

bawre plenty of places to go in without competing with other

STRONG. Then, your plan of cooperative banks or group banks
toIvti /lot remedy the need of proper banking facilities in the smalla?
Mr. DECKER. No, sir.
lirr• STRONG. How do you propose to take care of those?

lo • DECKER. I think I mentioned that while you were out of the
o?

4141:. STRONG. I beg your pardon.
r°14i rom;',..17-)ECKER. That, in my judgment, under the present terms and
tie • tiorcLion-,is the place where branch banking could and should fune-

larn, There are small towns where either a county seat bank, or a
nr° H.Aer bank in the State could afford to operate a branch econom-
, 1 for the purpose of receiving deposits, and perhaps making
(411,1 loans, if there was a demand, where we could not afford, nor
Iii thm.o 

instances, is 
else afford, to invest the money to operate a unit bank.Aft 

se  I believe branch banking s the only answer.
gailiSTRoNG. But a branch banking group could hardly be or-,,

ik and continued successfully that would only control little
s• They would want to go into the larger towns.
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Mr. DECKER. Yes, sir; that is the reason I say branch banking
should supplement group banking and not be fastened onto it; othero
wise, in the end, the situation will be worse than in the beginning.
Mr. STRONG. You want the branch bank established to be a branch'

of some bank in your group?
Mr. DECKER. No; that would be a freeze-out game.
But, for illustration, here is a good county seat, with two banks.

One bank is in our group and the other bank is in Mr. Wakefield's
organization. I assume any law passed will enable a bank to estab-
lish branches only with the approval of the comptroller. That will
be for him to answer whether the bank is strong enough and sidn-
ciently capitalized to operate branches in its immediate territory.
Mr. STRONG. I do not see how your plan will work in conjunctiorl

with the branch-banking scheme unless you dominate and control
the branch banks in your territory.
Mr. DECKER. Well, whether we dominate or control them, I think,

is a question whether we render better service and the people prefer
to do business with us than with some one else.
Mr. STRONG. Then it comes to this: Cooperative group banking jil

larger places for the larger places, and branch banking for the small
towns?
Mr. DECKER. Yes, sir; but that branch banking limited to those

small towns, without the support of the other, in my judgment, would
be fatal—particularly in the rural districts, where they would be.,
Mr. STRONG. Do you think there would be any danger in competP

tion of that kind, of the people living in the smaller communities of
the United States, of which there are, of course, thousands, not get-
ting proper banking service?
Mr. DECKER. I did not get that.
Mr. STRONG. Do you think there is any danger, if your system 

adopted, that the people living in the thousands of small towns wi°
not (Yet the proper banking service?
MI DECKER. I think there is less danger of their not receiving

under our system than any other system proposed in this country, or
any other country. In Canada, half a dozen banks control the whole
business.
We are not proposing to go that far. We propose to adopt the fes'

tures of their system which we have been forced to adopt under tbe
changing conditions, but retain all local pride and responsibility that
is possible under our system.
Mr. STRONG. Now, the Comptroller of the Currency and the Gover

nor of the Federal Reserve System has approved branch banking over
the United States confined to trade areas.
Mr. DECKER. Yes.
Mr. STRONG. In your case, Minneapolis would be a trade area.
Mr. DECKER. You mean it would be a center of a trade area?
Mr. STRONG. Yes.
Mr. DECKER. Yes.
Mr. STRONG. Then branch banking, under the proposition propoSei

by the comptroller, and approved by the Governor of the Federvi,
reserve system, would be established in your community or tram
area?
Mr. DECKER. It would be authorized.

L
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Mr. STRONG. That would set up competition between some large
branch bank and your group?
Mr. DECKER. Yes, sir—right.
Mr. STRONG. Well, your idea is that also a law, if one were passed,

Nyould have to legalize or authorize or permit the continuance of your
form of cooperative group bank?
Mr. DECKER. Exactly.
Mr. STRONG. And let the two systems operate in competition?

, Mr. DECKER. If they do naturally, yes, sir; but not to destroy what
nas been set up in a natural, evolutionary way by forcing another sys-
tem at a time when public sentiment is against that in the country.
, I do not fear the competition of branch banking, provided you
deep Mr. Chase National and Mr. National City Bank of New York
out of our district. Anyone who chooses to come into our district
and organize a large bank in Minneapolis or a small bank in Podunk
and put their money in competition with us, we are willing. If we
can not stand up against legitimate competition, we are not worthy
to be there.
Mr. STRONG. Then, you do not propose a monopoly of banking by

group banking or chain banking in trade areas?
, Mr. DECKER. I will answer that—I think I have already answeredit, though—the so-called group banking, set up in an area sufficiently
'ar-e to include resources of sufficient diversity to establish a sound
unit—that system asks no assistance of Congress, or of anyone else
to-day. We are not asking for any assistance.
,. Now, if Congress chooses to set up a branch banking system,
limited to a somewhat similar area, we will say, in competition with
4, we have no objection whatever, and if that system is better, we

be the first ones to adopt it. We are not wedded to our system.
"e have developed what we believe to be the best under all the
existing circumstances in our district, and if anyone can show us
4 better, we will be delighted.
Mr. STRONG. How long has your system been in effect?
Mr. DECKER. About a year,last January.
Mr. STRoNo. Is it growing?
Mr. DECKER. In number of banks?
Mr. STRONG. Yes.
Mr. DECKER. Well, we are not taking in banks very fast, for a

Couple of reasons: First, we want to have time in which to digest
ht we have swallowed. That is not the proper word, but you

4(ave used the word " monopoly " and so I will use the word
swallow."
Mr. STRONG. I think that is very apt.
Mr. DECKER. And, secondly, the Secretary of the Treasury, in his

annual message, stated that he hoped while Congress was making an
exhaustive study of group and branch banking, that group banking
tould proceed very moderately. We respected his suggestion, as

Wakefield, at least, will agree, and immediately changed our
Policy out of respect for his suggestion. Now we have banks camp-

on our doorstep by the hundreds demanding not that we keep
TA of their country, but that we get in their country. That comes
P'oin the country, from the little fellow on the street, who thinks he
48 entitled to protection and service.
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Mr. STRONG. And is he not?
Mr. DECKER. Absolutely; and we have found no better way 01

furnishing it.
Mr. STRONG. And it will be your intention, later, to expand and

take in all worthy banks in that territory?
Mr. DECKER. I would not say that; but when the Lord has given

us a garden to hoe I think we had better hoe the whole garden and
get all the weeds out.
Mr. STRONG. And if branch banking wants to come in and wants'

to do some hoeing, what will be your attitude?
Mr. DECKER. We will furnish him with a hoe, because every tinie

he hoes out a weed he helps us.
Mr. STRONG. Providing he does not attack your weeds?
Mr. DECKER. We will take care of our weeds.
Mr. STRONG. But do you honestly think there will be continued,

throughout a great many years, real competition between two suei
systems as that in a trade area? Would not either they swallow you
or you swallow them?
Mr. DECKER. You mean small banks?
Mr. STRONG. You say you eventually expect to take in the little

minks that are knocking at your door.
Mr. DECKER. Oh, no. 1
Mr. STRONG. I mean the desirable ones. You will not take in banks

that are not making money.
Now, if we follow the suggestion of the comptroller and set UP 6

branch bank in a trade area, I want to ask you if it is your real,
honest opinion, as the result of your experience in life, that those
two systems will continue in competition with each other, or will not t
the natural result be that one will absorb the other?
Mr. DECKER. My answer is that the banking business of this cous'

try is absolutely under the control of either the Government of th
United States or one of the 48 States. They grant charters. Mono,•
is the most difficult thing in the world to monopolize, notwithstand
ing the general feeling to the contrary. It flows like water. To-dal
we make our loans in Minneapolis in competition with London abse
lutely, and we have to meet that competition. It would certainly he'

against our intere§ts to have, we will say, just one group in our whole
trade area with no competition. Competition, unless it is destructive,
is the life of trade. If it is destructive, it is the death of trade;
absolutely.
MT. STRONG. Absolutely.
Mr. DECKER. There is less danger of monopoly, in my judgrneti

in banking than in almost any line, for this reason: We have no p:11
cut on it; we do not own the mine from which it is taken. T11
Government grants the charters, and if, however, we can see great(
security to the depositor and better service to the borrower by a sN'
tern which we have set up, then the fellow on the street will t:i1
care of that business himself, because he will go where he choo:,(
to go.
Mr. STRONG. All you say is true; and yet any competitor comi

into your territory now would have a pretty hard row to hoe, won]
he not?
Mr. DECKER. I think, as a compliment—
Mr. STRONG. That is the way I intend it.

t.
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Mr. DECKER. As a compliment to the present organizations, he

would have to be a pretty good banker and have some capital to run
it right. If he has we will welcome him.
M r. STRONG. The fact you have seen fit to gain strength through the

uniting of your banking institutions, would not that same incentive,
if you had a great competitor up there in branch banking or any
Other competition--would not that same incentive lead you to a com-
bination of those groups?
Mr. DECKER. I do not think so. I think it would be the worst

thing that could happen to the development of the country and the
worst thing that could happen to the banking situation. Competi-
tion keeps my boys on their toes.
Mr. STRONG. You have created a monopoly of the best banks in

that territory and you do not want New York to come in.
Mr. DECKER. I would not say we have created a monopoly.
Mr. STRONG. You have created a combination so strong that all

the rest want to get in.
Mr. DECKER. You are speaking about Mr. Wakefield and ourselves,

also?
MT. STRONG. Oh, no.
Mr. DECKER. If you think we have no competitor, come up and

listen to some of the cussing and discussing that is going on up there.
STRONG. Does Mr. Wakefield join you in the wish that New

ork shall not come in?
Mr. WAKEFIELD. Absolutely.
Mr. DECKER. Of course. That is exactly what we are trying to

avoid. When you talk about monopoly, do not lose sight of the fact
that in order to protect yourself you have to be of sufficient size.
Mr. STRONG. I will avoid the use of the word "monopoly." Let

Us say we will have controlling groups—and I speak of groups of
°auks like yourself and the gentleman behind you, Mr. Wakefield—
in that trade area. Evidently you do not want anyone else to
come in.
Mr. DECKER. I have not said so.
Mr. STRONG. You do not want New York or Chicago to come in?
Mr. DECKER. No, sir; because I do not think it is a good thing for

our territory or for them.
Mr. STRONG. Then, it is your idea that it would be a pretty good

tiling to set up a system by which we would have great groups domi-
nating or controlling the banking business in trade areas, but not in
the United States as a whole?
Mr. DECKER. Do not misunderstand me. We have no objection to
eNv York or Chicago coming in with capital and starting banks.

What we object to is for them to be able to establish branches of
their existing banks. If the people connected with the Chase Na-
tional Bank of New York choose to come into Minneapolis and
°rganize a $5,000,000 bank, they have the same right as anyone. We
gio not object to that. We do object, however, to a domination in
„ew York of our loan resources and the reason we do not object to
'Be same domination, if you choose to call it that, on our part as
against Minot—which would be a perfectly legitimate question for
You to ask me—is that unless you set up a unit of sufficient size and
strength you can not protect your country, and the answer is that
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Minot wants to come in. When we want to go into New York that
will be a different story, but it will not be in my day.
Mr. STRONG. I can see how you set up a strong system of banks

in your territory, but I can not see what will come of the small banks
in the small community.
Mr. DECKER. What do you care about the small bank in the small

community? You are concerned about the man in the small com-
munity.
Mr. STRONG. If I was a man in a small community, I would care.
Mr. DECKER. I came from Chicago over the Baltimore & Ohio

Railroad. I do not care who owns that railroad. All I am inter-
ested in is whether it has a good roadbed and furnishes good trans-
portation service. Banking is a vehicle for the convenience of busi-
ness, and you must have strong banks.
Mr. STRONG. That is the argument of the Comptroller for branch

banking.
Mr. DECKER. Well, if our system is not better

' 
as we think it is,

for our section of the country and for the little fellow and the big
fellow, you need not worry about what will work out, because nature
will take its course.
Mr. STRONG. What I can not see is that if branch banking, group

banking, and chain banking are proper kinds of banking in trade
areas, irrespective of the fact they may not take in some smaller fish,
why is it objectionable as a nation-wide banking system?
Mr. DECKER. I will tell you.
Mr. STRONG. You are willing to absorb, in Minneapolis, the other

towns, the larger towns, where you have group banking—you are
willing to absorb the interests and life and necessities of the banks
in the little towns. Why should you object to New York absorbing
the interests and growth and development of your organization?
Mr. DECKER. I will tell you why. If you go to the leading bankers

of London and Berlin and Paris, they will tell you, "For God's,
sake, do not set up in your country such a system as we have got.'
Why? Because they do not care for that great responsibility.
When you come to the United States, you have an entirely different

problem. You have an empire 3,000 miles long and 1,500 miles wide,
with a republican form of government, which, as the Irishman told
his friend as he landed in New York and asked what kind of a
democracy we had—" Why," he said, "each man here is as good as
any other man, and most of them are a damn sight better."
That is the independent American spirit which we do not want

to crush.
Mr. STRONG. But how—
Mr. DECKER. Now, wait a minute. Our territory is so large, and

the interests so diverse that, in my judgment, a nation-wide system
of branch banking would be fundamentally unsound, undesirable,
and not even courted by New York or Chicago banks that know their
business to-day.
Mr. STRONG. The governor of the Federal Reserve Board told us

the other day that he thought nation-wide branch banking would
come; perhaps within 50 years.
Mr. GOLDSBOROUGH. Governor Young said that.
Mr. STRONG. Yes; Governor Young—that nation-wide branch

banking would come within perhaps 50 years. He was opposed to
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it now, because we did not have the men trained to handle it; con-
equently, he is willing to limit it to tradu areas, but he gave the
ini.plication very plainly that as soon as men are trained for nation-
Wide branch banking, he would have no objection.
.The suggestion that the responsibility would prevent men that

might handle nation-wide branch banking from desiring it2 would be
entirely overcome by the profits. Objection to responsibility is gen-
erally overcome by profits. No man likes the responsibility of any
Work, but he assumes it and carries it for the profits that is in it.
Mr. DECKER. My answer is that I am not smart enough to saY

'what will come in 50 years, or 25 years, or even 15 years. My train-
1.ng has been to meet the situation as it is, in a practical way, handle
it the best I know how, in the interests of the people, and take care
of to-morrow's problems when they come.
Mr. STRONG. I appreciate that and it may be that no one in Con-

gress is smart enough to work it out and yet we will be asked to do
t. What is your suggestion and your proposition? Should we
Permit branch banking in your trade area?
Mr. DECKER. I have no objection to it whatsoever.
Mr. STRONG. And you are perfectly willing to approve the comp-

troller's proposition?
Mr. DECKER. Perfectly willing and personally I have no objection

to it whatsoever. Outside of some cities I have in mind, I believe
that the rank and file of the people are unalterably opposed to it.
respect their wishes. I believe it is good business to respect their

Wishes. Therefore I would suggest, if you want my suggestion,
that I certainly would not advise Congress to hurry into branch
...banking. I would not hurry into anything until I was pretty sure
was right.
Mr. STRONG. I do not think we shall.
Mr. DECKER. Because in the meantime, and in the moving of natu-

ral forces and natural developments, that situation will be taken
care of. There are forces at work to-day which may make your
Problem, Mr. Strong, very much simpler three or four years from
to-day. None of us see very clearly to-day.
The members of this particular committee are facing a responsi-

Tidy in banking which has not been equaled since the day of Andrew
ackson. Therefore I would suggest that you make a very ex-

naustive study. This country is rich. We have gone through the
worst of it, I hope, and I would not hurry into anything until I
was sure of a solution.
Mr. STRONG. We are doing that. In the meantime we are advised

Illat banks are organizing groups to do what the law contemplates
tney shall not do.
Mr. DECKER. I do not follow you there. I do not see anything

In the law that prohibits—
Mr. STRONG. We tried to prevent national banks from engaging in

°ranch banking, and then we provided a limitation whereby they
should only engage in it in States permitting branch banking by
State banks, and then only in the cities where the parent bank was
located.
Mr. DECKER. Yes.
Mr. STRONG. Then the group and chain bank were developed,

Wider which they can go outside of those lines, and they are doing

L
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now what, by the McFadden Act, we sought to prevent the nation'
banks from doing.
Now, this development is going on all over the country. How

long shall we sit down and let this development go on? The time
finally will come when we can not control it. I realize, and this
committee realizes, that we have to go slow, and, I think, that is
our intention, but if we go too slowly we may meet a condition
where you gentlemen have built up something that we can not over-'
come without a catastrophe.
Mr. DECKER. You will do ten times as much damage to the busi

ness in the United States in a ,fiurried and ill-advised action than
you will to allow the bankers to take care of the banking businea
in the United States.
Mr. STRONG. We do not act hurriedly or ill advisedly, but you

have taken care of the big banking interests in your territory and
others are doing so in other territories, and then when we start in
and try to provide some law by which there will be some control,
then, you think, the catastrophe will come. You think we ought Ia
to allow the bankers to take care of the banking business of th
United States. Our fear is that the longer we delay it the greater
the catastrophe will be.
Mr. DECKER. Please differentiate between looking after small

banks and little people. You are not interested in protecting little
or big banks; you are interested in the people of the United States.
The little fellow, I maintain, is entitled to the same protection and a
safety and the same service in borrowing or anything else as the big
fellow.
Mr. STRONG. But we have to look after the little fellow. The big 1(

fellow will look after himself.
Mr. DECKER. That is true. That is a fundamental truth. Bli

there is a chance for the little fellow to become a big fellow.
Mr. STRONG. And there is a big chance of the big fellow gobblin

up the little fellow.
Mr. DECKER. That has existed from time immemorial. But the'

is no country in the world, either now or at any time in histor
when the little fellow with industry and ability and applicatioll
stands one-tenth the show he does to-day in the United States.
It is all bunk saying that the little fellow does not have a chance.
He has the most excellent chance he ever had, and the banks are
not holding him back.
Mr. STRONG. He has a chance unless he is an individual businet-

man or an individual banker against the chain stores and departmeu
stores, and various groups and chain banking combinations.
Mr. STRONG. It is about 1 o'clock. I have no further 4ue,stion:

Do you want to adjourn now, or do you want to continue? ti,
Mr. FENN. I have only a question or two. I should like to ask

them before we adjourn. 1:01
Mr. STRONG. Very well, proceed.
Mr. FENN. As I understand, there are two of these associations

represented here—the Northwest Bancorporation and the First ba
Bank Stock? ot]
Mr. DECKER. Yes.
Mr. FENN. Now, which of them are in the cooperative systemd

1
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Mr. DECKER. We call it group banking. It is practically and
Identically the same.
Mr. FENN. In your membership, if I can use that term, of these

two organizations, are there State and National banks, too?
Mr. DECKER. Yes, sir.
Mr. FENN. Irrespective of charters/
Mr. DECKER. Absolutely.
Mr. FENN. Now, is there any considerable group of banks there,

State, or National, in your area that do not belong to one or the
Other of these associations?
Mr. DECKER. Not of any considerable size.
Mr. FENN. Mostly small banks that you have described?
Mr. DECKER. Yes, sir.
Mr. FENN. And I understood you to say there was another asso-

ciation?
Mr. DECKER. The Union Investment.
Mr. FENN. I think you said it was somewhat connected with your

association?
Mr. DECKER. Yes, sir.
Mr. FENN. And takes care of those—I use the term "takes care

°f "—takes supervision of those small country banks?
Mr. DECKER. Let me answer your question this way: There are a

,illunber of small so-called groups. Take the John W. Black Co.
I hey have about 18 or 20 banks operating entirely independently
and then Bremer, of St. Paul. He is personally a shareholder
or a hundred banks in our territory, and there are a number of other
?Miller ones, like Hazlett, with 8 or 10 banks, and has been operating
for many years.
.Mr. FENN. Are all the banks in the Minneapolis area connected

With an association?
.Mr. DECKER. Not at all. There are about 2,300 banks left in the
ninth district. Out of that 2,300 there certainly are not in excess
of 300 in the groups, large and small.
Mr. FENN. Now, the important thing—important in reference to

capital and surplus—are there important banks not connected with
any one of these groups?
Mr. DECKER. Yes; indeed.
Mr. FENN. What is their impression of group banking?
Mr. DECKER. I would say, generally speaking, they are watchfully

waiting.
Mr. FENN. You do not know whether their sentiment is in favor

of branch or group banking?
Mr. DECKER. Take the First National of Butte and the Bremer

f3.an1 in St. Paul have sixteen or eighteen millions of deposits, en-
rely independent, and there are other banks with three, six, or
Rht millions in deposits, not in any group and not being disturbed,

the great majority, in number of banks, of course, in the whole
°1strict, either in or out of groups, are small banks.
b Mr. FENN. Now, how many banks in your group—the national
21-11cs are, of necessity, members of the Federal reserve system—in
her words, how many of your banks are member banks of the

•eederal reserve system?
Mr. DECKER. Seventy.
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Mr. FENN. Seventy out of ninety-eight?
Mr. DECKER. Yes, sir.
Mr. FENN. A large proportion?
Mr. DECKER. Naturally, we have up to date taken the larger banks

and beter banks, either State or National.
Mr. FENN. I wanted to know if there were other banks that were

important in that region, not in the groups.
Mr. STRONG. We will adjourn now until 2.30, at which time Mr.

Campbell will be allowed to question the witness. If he is not here,
Mr. Beedy will question the witness.
(Thereupon, at 1 o'clock, p. m., a recess was taken until 2.30

o'clock, p. m.)
AFTER RECESS

Pursuant to the taking of a recess, the committee resumed its
hearing. Hon. James G. Strong presiding.
Mr. STRONG. The committee will come to order.
Mr. Decker, you may resume.
Mr. Campbell does not care to cross-examine and so, Mr. Beedh

you are next.

STATEMENT OF E. W. DECKER—Resumed

Mr. BEEDY. Mr. Decker, Mr. Luce brought up a matter that has
seemed to be of quite general interest. There seems to be a fear
here or a doubt as to. whether we are on the way to a monopoly of
credit in this country, and he asked you the question as to whether
you thought it would be easier for Wall Street or New York inter-
ests to buy up your group, once you had it organized, than it would
have been before, and your answer was that you thought it would
be very much easier for New York interests or Chicago interests to
go to 100 different banks separately and buy them than it would be
to get control of the organized group.
You will remember that question and answer.
Mr. DECKER. Yes, sir.
Mr. BEEDY. And yet you have more than once said, unless my mem-

ory is at fault, that the group system was the natural evolution of the
banking business, that it was possible to form such a system because
individual banks would not sell out, that they wanted to hold their
individuality or retain it, that they would join in a group where
they would not sell.
How do you reconcile those two statements?
Mr. DECKER. Because they do not consider joining our group by'

an exchange of stock selling out.
Mr. BEEDY. You do not get the pertinence of my question. PI

reply to Mr. Luce's question, you said it would be easier for big
interests in New York or Chicago to buy up individual banks than
it would to get control of your group through a purchase of yolir
holding company stock, anci yet you say that group banking is pre-
ferable to branch banking as a matter of evolution because individ.
ual banks will not sell out, that public sentiment is against din
branch-banking proposition and they will come into a group wheri
they will not sell; yet your answer to his question was that it wouln
be easier to buy individual banks than to take over the group.

Si
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Your two answers would seem to be somewhat inconsistent, and
I wondered what your explanation is.
Mr. DECKER. I get your point. The explanation is this, that had

there been no prospect of the formation of such a (Troup as we have
formed, those individual banks would have been tempted to sell out
because they were discouraged; they could see no future in staying
111) there all alone, with no partners, and now that a plan has been
devised whereby they can join the group which they believe is
largely self sufficient and strong, they would not be so much in-
Ained to sell their stock in the Northwest Bancorporation. When I
said that they would not sell out to us for cash, I meant that, be-
cause they saw what it would mean; neither did we want them to
sell for cash, but had they sold for cash, then they would not have
been a part of the group in which that bank was going because we
made no secret about our plans at all. Therefore they said to us:
As partners, yes, delighted to Join; we do not want to ever sell our stock;

We would rather own the stock than to own the cash.

Of course, they could turn around with the cash and buy stock if
it were publicly offered.
Mr. BEEDY. In other words, your judgment, based on your expe-

rience of some 40 years as a banker, is that there is less danger of
S big organized interest in a great financial center such as New
York or Chicago taking over a group which has already been bought
uP and organized, necessitating but one transaction, than there would
he of its going to work and picking up individual banks and attempt-
ing to build up a structure which would approximate a control or
the ability to control credit in a given locality?
Mr. DECKER. Absolutely. In the first place, they realize now that

What they have is worth more than they thought it was by that
anion. Their stock in the Northwest Bancorporation is going to
,he worth more than their stock in the local bank ever would have
been worth, and therefore they are less willing to sell it. Second,
he Northwest Bancorporation, with 126 directors of the best men
in that part of the world, the most loyal men, is placing your fortunes
in the hands of the most reliable, those who are able to keep it,
Who do not have to sell, and those who have at stake the greatest
interest in that part of the country and therefore less apt to sell.
Mr. BEEDY. Now, with respect to this stock of the holding com-

Pany, this $50 par-value stock, as bearing upon 
individual 

financial struc-
flre, did you make the exchange or did these  owners of
ank stocks make their exchanges with the holding company on any

oasis which would result in a uniform return on their investment?
Mr. DECKER. Not entirely.
Mr. BEEDY. SO that one bank stock which went into your group

night have represented such a return on the investment that whenIt was exchanged for the holding company stock it might return
15 or 20 per cent, and again it might to another bank represent 8
Per cent on their original investment?
Mr. DECKER. On their original investment?
Mr. BEEDY. Yes.
Mr. DECKER. On the stock in the local bank?
Mr. BEEDY. Let me make myself clear. They turned over what

stock they had in their local bank. That stock might have been
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returning them 15 or 20 per cent on their original investment, and
they turned it over for the stock in the holding company in such
way that, as against another bank, they are getting 25 per cent
return while the other bank is only getting 8 per cent.
Mr. DECKER. As a matter of fact, most of them were not getting

any return; they had used all of their profits to clean up the poor
stuff, and a good many of those banks were not paying any dividends.
Mr. BEEDY. I understand that you have taken on very few weak

banks, that all of your banks were strong banks.
Mr. DECKER. No. I beg your pardon.
Mr. BEEDY. The majority of them.
Mr. DECKER. Yes, but I gave you a number of instances where

we cleaned up situations.
Mr. BEEDY. You said except in a few exceptional instances you

had taken over strong banks.
Mr. DECKER. The huger number were strong banks.
Mr. BEEDY. You made it a point to take over strong banks that

were money-makers?
Mr. DECKER. Yes, sir; but many of those strong banks had been

using their profits to clean up their banks, and they had been declar-
ing no dividends at all and there was no market for their stock, you
might say.
Mr. BEEDY. But the majority of them had, and now have, surplus

funds for loaning purposes?
Mr. DECKER. Yes, sir; they have great potential value for the fu-

ture if properly managed, in this group.
dr. BEEDY. In fact, a great number had so much of a surplus of

loanable funds that they have been investing them in good bonds
because they could not find safe loans in other directions?
Mr. DECKER. Quite true.
Mr. BEEDY. On what basis or value was this holding company

stock, reckoned in the transfer?
Mr. DECKER. We took into consideration the book or so-called

liquidated value of the holding company stock, which was deter-
mined, of course, by the total book or liquidated value of the bank
stocks which they had up to that time acquired, as against the book
or liquidating value of the stock in the bank which was joining. We
considered the earnings of the two as nearly as you could estimate
them over three, four, and five years, the amount of capital invested,
of course, in good paper, and the prospects, and if it was a bank
that had excellent prospects, we considered its good will of more
value.
Mr. BEEDY. My question went more directly to the point of the

value reckoned for the holding company stock. Was it computed
at $50 per share?
Mr. DECKER. When we sold stock to the public, we offered it, the

first issue, at $50, but when we made the exchange we figured the
par value at $50, but the book value of the holding company sto. k
was determined by the book value of the stocks in banks which it
owned.
Mr. BEEDY. And that largely paralleled the market quotations of

the stock from time to time?
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i Mr. DECKER. No, we did not pay very much attention to the mar-
a ket value. They ran the stock up higher on the market than it
Lt should have gone, we thought.

Mr. BEEDY. It went up at one time to 90.
Mr. DECKER. Yes.
Mr. BEEDY. Did you ever trade in any of that at that value?

s. 1*. DECKER. No, sir. It really did not make any difference what
k Price we put our stock at until you also determined the price of the

Other, because it was an exchange. We endeavored to make an
exchange which was fair to the shareholders of the holding company
who had already come in and to the shareholders of the bank under
consideration.
Mr. BEEDY. Is the stock of the holding company on sale to the

)u Pliblic to-day?
Mr. DECKER. Yes, sir.
Mr. BEEDY. What is the price of it to-day?

it Mr. DECKER. Fifty-four.
Mr. BEEDY. Is any of the stock of the Northwest Bancorporation

Owned or controlled by New York or Chicago interests?
r- Mr. DECKER. So far as we know, not a dollar. There may be
)U 'Gine scattering shares in the hands of investors.

Mr. BEEDY. But, as to the majority of it, you know where it is
uø and you local men control it?

Mr. DECKER. Wait a minute—I must qualify that.
We offered last September to our shareholders a new issue of

ITI)roximately 144,000 shares, which was 1 share for each 10 which
1°, eY owned, at $72.50 per share. Before that stock was offered to

ds e shareholders, I had it underwritten at $70 a share, because I
"Knight it was good business.
. Mr. BEEDY. Do I understand that you have increased your capital-

ly ization of your holding corporation?
Mr. DECKER. Three times.

ed Mr. BFIIDY. Within a year and—
r- L Mr. DECKER. And three months. That stock I had underwritten
nk °37, I think, 75 different houses who were invited to join in the
ok underwriting at $70 a share.
ve Mr. BEEDY. Locally?
ite Mr. DECKER. No; scattered all over the country.
!d, Mr. BEEDY. You did not have to go to New York for the under-
n( writing ?
)re L Mr. DECKER. There were New York houses, Chicago houses—all

41° 11(1 and security houses had an opportunity to join, and I think that
he 

that 
most that any one house had was something like 3,000 shares.

ed hat was an underwriting, you understand.
Now, before the time arrived for our shareholders to take this

he skt°ek and pay for it—and if they had done so, the underwriter would
he are received no stock—
). k Mr. BEEDY. Is the underwriter a Minneapolis concern?
it Mr. DECKER. No; 75 different houses.

Mr. BEEDY. SO that the purpose for which you organized this
of Pon)°, namely, to finance your own locality with your own capital,

as failed in respect to your own organization?
Mr. DECKER. No, sir.

Li-

Of
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Mr. BEEDY. Why did you have to go to bond houses in New York
or go outside of your own trade area?
Mr. DECKER. We did not have to.
Mr. BEEDY. Why did you?
Mr. DECKER. Well, I thought it was good business.
Mr. BEEDY. Then, it is not good business to organize for the pur-

pose of financing your own business in your own locality with your
own capital?
Mr. DECKER. Certainly, but we can not do it all.
Mr. BEEDY. Ah !
Mr. DECKER. We do not attempt for one minute to say that we

are able to finance everything in our district.
Mr. BEEDY. I thought it was rather peculiar that you would not

finance your own business in your own community, if that was one
of the essential purposes of your organization.
Mr. DECKER. Please understand that this stock was put over and

was offered to the shareholders at that time. I thought I saw trouble
ahead in stock prices, so I had that stock underwritten, and we in-
vited any bond house—whoever they were, whether in San Francisco
or New York—to join in that underwriting, but none of them had
more than 3,000 shares of the 75 houses.
Before the time arrived for our shareholders to buy that stock

at 721/2, and at the time it was offered it was selling on the market
at 85, the collapse came on the stock market and our stock gradually
went back to $50 a share, and in the meantime I called on the
underwriters to pay for it at $70.
Mr. BEEDY. Now, the original capitalization of your holding com-

pany was what?
Mr. DECKER. Do you mean authorized?
Mr. BEEDY. Yes.
Mr. DECKER. Authorized capital stock was $75,000,000.
Mr. BEEDY. And that was all issued in stock?
Mr. DECKER. No; it was issued, you see, a little at a time, as we

acc uired—
Mr. BEEDY. What I mean is, there were no bonds involved in that

set-up?
Mr. DECKER. No; only one kind of stock; no other securities of

any description.
Mr. BEEDY. Of that original authorization of $75,000,000, you

issued how many shares of the capital stock at $50 par value before
you began to—
Mr. DECKER. Acquire banks?
Mr. BEEDY. No; before you began to change your set-up. You

said that you had changed it three times?
Mr. DECKER. Our first issue of stock to the public for cash was

$5,000,000 at $50 a share. That was greatly oversubscribed, and
that was on the 1st of March, 1929. In August we sold 100,000
shares, or $5,000,000 worth more to the public for cash.
Mr. BEEDY. That was in August?
Mr. DECKER. In August. Then, as I saw the crisis coming pretty

fast, and requiring some cash, as I thought, or at least as needing
a large surplus in cash always on hand, I insisted on selling out
150,000 shares more.
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Mr. BEEDY. For $7,500,000?
Mr. DECKER. At $72 per share. That was offered to the share-

holders first. The original offer, by the way, was the only offering
not made to the shareholders. That was foreclosed after the first
offer, and the constitution of the company provides that all further
issues of stock must be made to the shareholders, thereby preserving
their rights.
Mr. BEEDY. Then the result of your first sale of stock was approxi-

'nately $7,500,000?
Mr. DECKER. No; 150,000 shares at $70 was between $10,000,000

and $11,000,000.
Mr. BEEDY. And those are the three stock issues that you referred

to in your original testimony?
Mr. DECKER. Yes.
Mr. BEEDY. So that as a result of your stock sales, you have about

$21,000,000 worth of stock issued and outstanding?
Mr. DECKER. That is correct.
Mr. BEEDY. Now, how much of this stock, if any, went to the

underwriters?
•Mr. DECKER. Well, a very large per cent, practically all, you

'night say, of the last issue, because in the meantime the collapse
had come and our stock among others had moved back to $50 a share.
Mr. BEEDY. So the underwriters themselves took these 150,000

Shares?
Mr. DECKER. Right; at $70 a share.
Mr. BEEDY. And that stock is theoretically on the market at the

Present time?
Mr. DECKER. Yes. However, since then I have organized a pri-

vate syndicate of individuals in our own town who have been will-
ing to take over that stock from these underwriters at $50 a share.
They have said that they did not care to sell it at that price, so a
great deal of it they still have, but they will market it whenever, in
their judgment, the market price warrants it, I suppose.
Mr. BEEDY. Now, in the course of your testimony, I notice that

You admitted that branch banks can be run more economically than
the individual banks under the group system.
Mr. DECKER. Yes.
Mr. BEEDY. I suppose that is generally conceded, and you further

stated, if I remember correctly, that the majority of your banks
were what you termed the larger banks that you had taken into the
group, that one local syndicate, the name of which I forget—
Mr. DECKER. Union Investment Co.
Mr. BEEDY (continuing). Had organized and taken under its con-

trol some 25 small banks, that you took over the stock of the Union
Investment Co. as such, and therefore those 25 small banks were in
your system but subject to the immediate supervision of the exist-
ing. _investment trust company?
Mr. DECKER. Right.
Mr. BEEDY. And is it true as a matter of principle that you do

not care to take in any more small banks at the present time?
Mr. DECKER. No; I would not say that.
Mr. BEEDY. You are not out seeking them?
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Mr. DECKER. We do not care whether a bank is large or small.
It is a question of whether it is needed in the community where it
exists and whether it can be made profitable.
Mr. BEEDY. Your criterion would be rather the soundness of the

institution and the local need for its maintenance?
Mr. DECKER. Yes, sir; and its ability to make money under our

management or with our system.
Mr. BEEDY. Now, having no objection to the branch-banking sys-

tem in your trade area as a competitor with the group-banking idea,
in your opinion, would a branch-banking system, since it can be more
economically administered, perhaps prove to be somewhat more
advantageous to the small banker than the group system?
Mr. DECKER. More advantageous for the small banker?
Mr. BEKDY. For the small bank.
Mr. DECKER. If it was a branch, it would not be a bank.
Mr. BEEDY. Of course; if a central branch bank were organized

and it took over 100 small banks, we will say, and operated them
as branches—
Mr. DECKER. I get you.
Mr. BEEDY (continuing). They could probably be better operated

in that kind of a system than they could under a group?
Mr. DECKER. Well, I think that would be the easiest competition

we could have.
Mr. BEEDY. Somebody has got to take care of these small banks.
Mr. DECKER. Yes. Therefore my judgment is that the way to take

care of the small banks would be this: Let us take the county seat,
for argument's sake, which has a national bank or two or three of
them; the best way would be to allow them to have branches in their
own county or immediate terirtory, but in my judgment the natural
evolution would be that the county bank with these branches will
want to join a group; it will not want to stand alone.
Mr. BEEDY. Just as your investment trust is now in your group?
Mr. DECKER. That is it exactly.
Mr. BEEDY. While you do not pretend to predict what the next 10

or 15 years is going to bring about, you think that the natural ten-
dency will be perhaps for the county bank or a bank within some
limited area to take over and operate a few branches?
Mr. DECKER. Yes.
Mr. BEEDY. And that county bank, in turn, will be inclined to

come into your group?
Mr. DECKER. Yes, sir.
Mr. BEEDY. That is the trend, as you see it?
Mr. DECKER. Yes, sir; that as against a bank in, say, Minneapolis,

with branches in all these little towns. In my opinion the branch
bank in Minneapolis would be a very poor competitor of ours, be-
cause in the larger towns, in these centers, we do not operate a branch
but an independent bank, one that is popular at home and in which
the local business men have an interest. For instance, if the people
who own the National City Bank came into Minneapolis, after you
passed a branch banking bill with your trade areas, and started
branches over the same country where our member banks are located,
they wolild immediately run counter to public opinion and get very
little business.
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Mr. BEEDY. That is an interesting feature of your testimony. You
counselled us against rushing into any action, which is perhaps wise;
but you say that if we should now attempt to force upon the country
a branch banking system, general in its application, that we would

counter to public sentiment.
.What is public sentiment; what is your definition of it? What
did you mean when you said that?
Mr. DECKER. I perhaps can best explain it by taking an individual

case. I think I referred this morning to the First National Bank
of Minot, a bank with $4,000,000 or $5,000,000 in deposits. They
would be unalterably opposed to becoming a branch of the North-
west National Bank at Minneapolis, which is a large unit in our
bank corporation, because, they say, "Our bank has been here 30
9r 40 years; we have our own board of directors, our own pride, and
if we are to become a branch you will send a hired man up here to
run it, and after he has been here 2 years you will send him off
some other place, and we do not want it."
Mr. BEEDY. Then, I understand you to refer to the public banking

sentiment as represented by the banks.
Mr. DECKER. Yes; but still further, the business sentiment is also

exactly the same. One of my friends within the last two weeks
attended a meeting of lumbermen from all over our part of the
Country, and he took the pains to ask them what their feeling was
toward this group-banking movement as against branch banking,
and they said that without any question they did not want the
branch banks, they did not want the Canadian system, that they
want their local banks. So I think the feeling is general among
business men that way.
Mr. BEEDY. Beyond the popular conception that you referred

to, simply to the effect that certain communities do not want an
outside fellow sent down to run a local bank, it is doubtful, is it not,
Whether the public as such understands the difference between
branch banking and group banking, or the difference between branch
banking and chain banking?
Mr. DECKER. I think you would be surprised how well they

do understand it around in our country.
.Mr. BEEDY. Members of this committee did not understand the
difference until Mr. Pole had explained it to us.
Mr. DECKER. You ask the farmer around Minot whether he would

rather go into the Minot bank and do business with it as organized
to-day or take his chances with a branch bank there operated by a
Ipred man, and I warrant that nine times out of ten he will say,
Leave it as it is, because the manager of the branch will have to

submit to headquarters practically all loans," and they know that
the Minot bank still functions under the authority of its board
of directors.
Do I make myself clear on that?
Mr. BEEDY. Yes. Would you not be willing to make the statement

that probably none of us yet know what the public sentiment, in the
broad sense of that term, is as yet as to the advisability of having
either a branch banking or a group banking system?
Mr. DECKER. In sections where group banking has not been tried,

Probably yes, but in our section, where it has been in effect for over
a year, I would say no. I think that is pretty clear.
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Mr. BEEDY. Of course, Mr. Decker, we are trying to keep in mind
the little depositors, the individual depositors, and the man that
sometimes want to buy an inexpensive home, and borrow $1,000 or
$2,000. When we consider that class of people as opposed to the
business interests and the banking interests, it is difficult for us
here, from the testimony we have yet had, to find out what the
sentiment of that class of people is, and I was wondering if you
have anything along that line. Your statement is very interesting
about the lumbermen, but have you taken any steps to find out
what the small depositor is thinking about this trend toward con-
centration in the banking business?
Mr. DECKER. It is a matter of education, and I have failed as yet

to hear of one case of an individual who was a doubting Thomas
or even an objector who had not changed his mind when he under-
stood what group banking meant as against branch banking.
Now, naturally the man on the street does not know what he

wants except that he wants to borrow $1,000. My experience as
a banker there shows me that his chances of getting that $1,000, if
he is worthy of it, are better, infinitely better, under our group
system than it was before, because many of the unit banks were
unable to accommodate him, and in my judgment his chances are
infinitely better than under the branch-banking system, because I
think that man's individual case will receive more attention and
sympathy with the local bank and its local man than he would from
a manager of a branch.
Mr. BEEDY. What dividends does the stock of the holding com-

pany pay now?
Mr. DECKER. $1.80 a share a year, or 45 cents a quarter.
Mr. BEEDY. What is your theory of the increased capacity to pay

dividends on this increased capitalization of the banks that you
have grouped? You have no more banks than existed before, yet.
they are paying dividends on a vastly increased capitalization.
Mr. DECKER. No, they are not paying any more dividends than a

fair dividend.
Mr. BEEDY. Let me make myself clear. When you took over some

of these individual banks, you took into consideration their standing
and reputation, and their good will, as we sometimes say, and those
banks were not paying any dividends on good will; yet you in your
holding company issued stock representing that good will, and the
syndicate or group is now paying dividends on that stock which was
paid for good will. I think it would be interesting for you to explain
to us what your theory is, and there is a legitimate explanation, of
course, as to the ability to pay dividends on that increased capital-
ization where you have no more banks than in the first place and no.
more money in the aggregate than was originally in your com-
munity.
Mr. DECKER. Well, the answer to that is that the book or liquid-

ating value of the Northwest Bancorporation stock to-day is $40.
per share, independent of all good will. There are sufficient assets
under any sort of reasonable management to earn at least double the
present dividend requirements; in fact, our earnings last year were
considerable more than double the dividend rate. The dividends are
very small, and we are going to keep them small.
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Mr. BEEDY. In other words, reckoning your stock in the holding
"oilipany at $40 per share, you want the committee to understand
that that is the parallel value of the existing banks just as you took
them over, with assets?
Mr. DECKER. Yes, without any account of good will.
Mr. BEEDY. Now, irrespective of what this committee might do

to meet the situation, the developments in the formation of groups
and chains have come upon us so rapidly that unless we do lay our-
selves wide open to the charge of precipitate action, it is probably
true that whatever was going to be accomplished will have been
accomplished. Would you think it advisable, if the evidence that
We have had presented to us should convince the majority of us
that there is a limit to the advantages of a concentration in the con-
trol of credit as there is in the concentration of capital for purely
industrial purposes, for us to pass a law which would impose such
burdens upon these groups and chains as they are now set up as to
discourage further action along that line?
Mr. DECKER. No. I think you could better afford to let nature

take its course until you are pretty clear in your mind what is best
to be done, because it is perfectly apparent to me that banking is
-going to concentrate very much along the same lines as the public
utilities have, and I doubt very much if any law can be passed that
Will work that will prevent it, because I think it is fundamental
to-day by reason of the concentration of capital in business, in
large companies, requiring large banking accommodations, that a
large number of small banks in the United States can never again
accommodate the business of the United States.

BEEDY. But you will agree that we do arrive at a point when
in the concentration of banking facilities we have attained the high-
'est economic efficiency.?
Mr. DECKER. Yes, W.
Mr. BEEDY. Then, of course, what that point is is what we are

trying to find out. After we have gotten so far, it then becomes
disadvantageous to go further with the group system or the branch
yanking system, does it not?
Mr. DECKER. Yes.
Mr. BEEDY. You have no suggestion, if any, as to what limitations

should be imposed upon the concentration of banking capital, haveyou I
Mr. DECKER. I would be delighted if a way could be found to

Prevent the concentration of banking capital further than liberally
prese ribed trade areas, of which there might be a number—I do not
know how many, but in our section, so sparsely settled, with relatively
f.ew diversified interests, that trade area would have to be very large
iII order to make it a workable unit as to size and influence in corn-

çtino., if you please, with other large combination of capital in New
ork6and Chicago. It if could be prevented and not go beyond

certain districts, so far as we are concerned, it would suit us fine,
but when you come to talk about Pittsburgh, Cleveland, Detroit,
Boston, Philadelphia, New York, or Chicago, I confess that I would
not undertake to say whether a man in New York should be pro-
hibited from owning stock in a bank in Pittsburgh, or a holding
Company, even, but I am very clear that in our section a man on the
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street, a business man or a farmer, will be best served in a banking
way by prescribing something like the trade area which I had men-
tioned, to be managed, supervised, controlled, and owned by people
who live in that district and who make the wealth which goes into
the banks. I confess that I do not know just how you are going to
do that, however.
Mr. BEEDY. It is a difficult problem.
Mr. DECKER. Very.
Mr. BEEDY. Of course, it is fully as essential that we see to it that

healthy competition in the banking business obtains.
Mr. DECKER. Absolutely. I think that is fundamental, but it 1P

difficult.
Mr. BEEDY. You twice have used the phrase here that you want to

let nature take its course and I am not sure that you want to let
that stand. Of course, the set-up of credit and the manipulation of
credit come about by purely artificial methods; nature does not have
anything to do with it, in the broad sense?
Mr. DECKER. What I meant by that was that the bankers are work-

ing out a solution of our present difficulties, and doing it cautiously,
because the investor in bank stock is watching them closely, so that
they do not go so far that they will become top-heavy.
Mr. BEEDY. But in dealing with banking we must make a very

fundamental distinction between it and agriculture, over which the
forces of nature have such a tremendous control.
Mr. DECKER. Very true.
Mr. BEEDY. While the banking business is a man-made business

controlled by arbitrary rules which men imposed and which law-
making bodies set up.
Mr. DECKER. Right.
Mr. BEEDY. That is the distinction that we are agreed upon. I

understand, then, in a few words, that your testimony might be
summed up as follows, that group banking within reasonable trade
areas is the natural evolutionary development of the banking business
to satisfy the needs of commerce and industry in general,
Mr. DECKER. Right.
Mr. BEEDY. And that, as a matter of fact, branch banking as such

is the more economical system in administration, and that so far as
you are concerned you are perfectly willing that this committee
should pass some law authorizing branch banking within trade
areas, that you do not want the committee to take any arbitrary
steps to hurt you and the group which you have set up, that you are
willing to take your chances in competition as a group banker with
legally authorized branch banks?
Mr. DECKER. Yes, sir; provided it is confined to these trade areas.
Mr. BEEDY. Exactly. You are not advocating nation-wide branch

banking?
Mr. DECKER. NO, Sir.
Mr. BEEDY. I think that is all.
Mr. DECKER. Having in mind all the time that my testimony refers

more particularly to the conditions in the district in which we oper-
ate, rather than attempting a solution for the problem in any other
sections with which I am not familiar.
Mr. BEEDY. Yes, indeed.
Mr. STRONG. Mr. Fort is next.
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(Mr. Fort was not then present.)
Mr. STRONG. Mr. Goodwin.
Mr. GOODWIN. I just have a question or two, Mr. Decker, to ask

You.
, Speaking on the subject of the public mind in reference to branch
luaring, several States—yours and mine included—have passed laws
Prohibiting branch banking. Does that not give us a very fair pic-
ture of the public sentiment at least in those States that have passed
lams prohibiting branch banking?
Mr. DECKER. I think the sentiment, Mr. Goodwin, is changing very

rapidly. Two or three years ago that sentiment was general, but
to-day, to say the least, they are in doubt, but if you refer to branch
banking alone, I would say that the sentiment, outside of the centers,
the cities, was still, so far as I have been able to learn, almost unani-
inously against branch banking, but the sentiment in those same
rural districts regarding group banking is very different indeed.
Mr. GOODWIN. In your experience in the building up of the North-

west Bancorporation, have you found the people in the localities
Where you are now operating friendly to the suggestion of group
banking
Mr. DECKER. Very; exceedingly so

' 
so much so that a great number

of them want to buy stock in both Mr. Wakefield's group and our
°'ivn. They feel it is sort of their own baby there in the northwest,
hut the baby is growing up, and they are proud of it.
Mr. GOODWIN. Is there any industry with proper security or col-

lateral, or any individual, that can not now, within reasonable limits,
be financed in the Twin Cities or in the area in which you operate?
Mr. DECKER. If you refer to long-time financing, I would not want

to say that we would be able to finance all enterprises originating in
our district. Take water power in the Rocky Mountains, natural
gas developments, large industries—I would not want to say that we
Could unassisted finance, for a long time, all of the industries origi-
nating in our district, but if you refer to commercial banking 
Mr. Goonwnsr. I mean the ordinary business interests that are local

to the community within which your group operates.
Mr. DECKER. No trouble whatever for him to get all the money he

IS entitled to. In fact, my experience of 40 years in banking leads
roe to believe that there have been nine failures due to too much credit
to one failure due to too tight credit, and a great majority of the
People in the United States would go broke if you loaned them
enough money.
Mr. GOODWIN. You just made the statement that the third issue of

Stock, the issue that was underwritten, is partially held by the under-
now.

Mr. DECKER. Yes.
Mr. GOODWIN. Can you tell the committee approximately how

flinch of that stock is so held?
Mr. DECKER. Oh, I should say possibly 100,000 shares out of

1,600,000.
Mr. GOODWIN. There will be no danger, then, that the owners of

that stock would in any way control the operations of the company
or dictate its management or in any way interfere with its operations?
Mr. DECKER. My judgment is there is no way in the world that

any individual or set of individuals or holding company or corpora-
tion could obtain control of the Northwest Bancorporation without

837
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coming to headquarters and selling the idea to its directors and lead-
ing shareholders, which would mean that the whole district wa.4
willing to sell out. That is why I am so sure that they would never
•be willing to do it, which leads me to believe that we are now in a
safer position in that respect that ever before.
Mr. GOODWIN. I think that is all.
Mr. STRONG. Mr. Letts.
Mr. LErrs. Mr. Decker, did you place in the record the names of

the various banks in your group?
Mr. DECKER. Yes.
Mr. LErrs. That has been done.
Mr. DECKER. That will be done.
Mr. Lrrrs. And that contains a statement of the capital and sur-

plus of each bank?
Mr. DECKER. Yes.
Mr. LErrs. You are a Delaware corporation, I understand?
Mr. DECKER. Yes, sir.
Mr. LErrs. What is the authorized capital?
Mr. DECKER. $300,000,000.
Mr. LErrs. Has any part of that capital been issued out of the

treasury of the company for anything other than cash or the stocks
of banks that you have taken into your group?
Mr. DECKER. Yes. In addition to the issuance of our stock for

cash in its sale, or in exchange for bank stocks, there has been some
stock issued for a cattle-loan company in western Montana, of which
I spoke this morning, and two or three security companies which are
capitalized independently in Minneapolis and, I think, Des Moines,
Omaha, and Duluth.
Mr. LErrs. Has any part of this stock been issued for organiza-

tion or promotion purposes?
Mr. DECKER. Not a dollar.
Mr. LErrs. What are the powers authorized by your corporate

charter
Mr. DECKER. They are very general.
Mr. LEITS. Are you authorized to issue insurance?
Mr. DECKER. I doubt it. I would have to examine the articles, to

be sure.
Mr. LErrs. Have you those articles of incorporation here?
Mr. DECKER. Yes.
Mr. LErrs. I think it would be a good thing to have them in the

record.
(The articles of incorporation referred to are reproduced below.)

ARTICLES OF INCORPORATION AND BY-LAWS OF NORTHWEST BANCORPORATION,
MINNEAPOLIS, MINN.

STATE OF MINNESOTA,
County of Hennepin, ss:

I, Grant W. Anderson, do hereby certify:
That I am the duly elected, qualified, and acting assistant secretary of

Northwest Bancorporation, a corporation.
That the following is a true, complete, and correct copy of the Articles of

Incorporation and By-laws of said corporation together with all amendments
thereto; that the same was spread on the minute books of said corporation and
now forms a part of the minutes and records of this corporation.
In witness whereof I have hereunto set my hand and the seal of this cor-

poration this 11th day of April, 1930.
[ SEAL.] GRANT W. ANDERSON.

a
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rIrst. The name of this corporation is Northwest Bancorporation.
Second. Its principal office in the State of Delaware is located at No. 7 West

Tenth Street, in the city of Wilmington, county of New Castle. The name and
address of its resident agent is the Corporation Trust Co. of America, No. 7
West Tenth Street, Wilmington, Del.
Third. The nature of the business, or objects or purposes to be transacted,

Promoted, or carried on, are:
To acquire by purchase, subscription, or otherwise, and to own and hold, for

Investment purposes, the capital stock, scrip or any voting trust certificates in
respect of the shares of capital stock issued or created by any moneyed, finan-
cial, or investment corporation or association created and organized, or to be
created and organized, under the laws of the United States of America or of
any State or Territory thereof; and to issue in exchange therefor shares of the
capital stock of this corporation; and while the holder or owner of any such
shares of capital stock, scrip or voting trust certificates, to possess and exercise
In respect thereof any and all rights, powers, and privileges of ownership, in-
cluding the right to vote thereon;
To loan money to any aforesaid corporation or association, any of whose

shares of capital stock, scrip, or voting trust certificates aforesaid shall be
fl,yraed at the time of such loan by this corporation, and to do any and all lawful
things designed to protect, preserve, improve, or enhance the value of any such
soaves, scrip, or voting trust certificates;
, In addition to and not in limitation of any of the aforesaid powers, to invest
Leroporarily any of its capital or surplus funds in bonds, mortgages, or evidences
(4 indebtedness, and any other securities issued or created by any individual,
copartnership or other corporation, joint-stock company or association, public
or private, or of the Government of the United States of America, or of any
foreign government, or of any State, Territory, municipality, or other political
ialbdivision, or of any governmental agency;
To acquire, hold, sell, reissue, or cancel any shares of its own capital stock:

Provided, however, That this corporation may not use any of its funds or
Property for the purchase of its own shares of capital stock when such use would
_canse any impairment of the capital of this corporation: And provided further,
chat the shares of its own capital stock belonging to this corporation shall not
De voted, directly or indirectly;
To organize, Incorporate, and reorganize subsidiary corporations for all lawful

Purposes;
To conduct all or any part of its operations and business without restriction

or limit as to amount in the State of Delaware or in any or all other States.
Territories, districts, colonies, and dependencies of the United States of
America;
To have and to exercise any and all powers and privileges now or hereafter

,conferred by the laws of the State of Delaware upon corporations formed under
The acts hereinafter referred to, or under any act amendatory thereof or sup-
Plernental thereto or substituted therefor;
The foregoing clauses shall be construed both as objects and powers; and it

lS hereby expressly provided that the foregoing enumeration of specific powers
shall not be held to limit or restrict in any manner the powers of this
corporation.
Fourth. The total authorized capital stock of this corporation is $75,000,000,

divided into 1,500,000 shares, of the par value of $50 each.
, If it seems desirable so to do, the board of directors may from time to time
'sane scrip for fractional shares of stock; such scrip shall not confer upon the
holder any voting or other rights of a stockholder of the corporation but the
corPoration shall, from time to time, within such time as the board of directors
,May determine, issue one whole share of stock upon the surrender of scrip for
Tractional shares aggregating one whole share, properly indorsed, if in registered
form. Amended October 10, 1929. (See in back.)
The holders of common stock of this corporation shall have their respective

Preemptive rights to subscribe for other shares of common stock, except as by
law limited and except that, free of such preemptive right, the board of directors
may (1) from time to time exchange unissued stock of the corporation or any
Stock of the corporation to be issued by reason of any increase of the author-
ized capital stock of the corporation for stock of financial, moneyed, or invest-
ment corporations and associations, and (2), prior to January 1, 1930, at such
able or times and in such amount or amounts as said board of directors deems
advisable, sell common capital stock not exceeding in the aggregate $5,000,000
Dar value.
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A. V. Lane, Wilmington, Del 
C. S. Peabbles, Wilmington, Del 
L. E. Gray, Wilmington, Del 

Seventh. This corporation is to have perpetual existence.
Eighth. The private pruperty of the stockholders shall not be subject to the

payment of corporate debts to any extent whatever.
Ninth. The number of directors of the corporation shall be as specified in the

by-laws, and such number may from time to time be increased or decreased to
such manner as may be prescribed in the by-laws, provided the number of
directors of the corporation shall not be less than three. In ease of any increase
in the number of directors, the additional directors may be elected by the
board of directors to hold office until the next annual meeting of the stockholders
and until their successors are elected and qualified. In case of a vacancy 10
the board of directors, a majority of the remaining members of the board seal
elect directors to fill such vacancy.

Directors shall be stockholders.
Tenth. In furtherance and not in limitation of the powers conferred by the

laws of the State of Delaware, the board of directors is expressly authorized:
To make, alter, amend, or repeal the by-laws of the corporation, except 0

otherwise provided in said by-laws.
To determine from time to time whether and to what extent and at what

times and places and under what conditions and regulations the accounts and
books of the corporation, or any of them, shall be open to the inspection of tbe
stockholders; and no stockholder shall have any right to inspect any account
or book or document of the corporation except as conferred by the laws of the
State of Delaware, unless and until authorized so to do by resolution of the
board of directors, or of the stockholders.
To set apart out of any funds of the corporation available for dividends a

reserve or reserves for working capital or for any other lawful purpose, and
also to abolish any such reserve in the same manner in which it was created.
If the by-laws so provide, to designate two or more of its number to constitute

an executive committee, which committee shall for the time being, as provided
in said resolution or in the by-laws of this corporation, have and exercise an)?
or all of the powers of the board of directors in the management of the businesS
and affairs of this corporation and have power to authorize the seal of this
corporation to be affixed to all papers which may require it.
This corporation may in its by-laws confer powers upon its directors in

addition to the foregoing and in addition to the powers and authorities expressly'
conferred upon them by the statute.
Both stockholders and directors shall have power, if the by-laws so provide,

to hold their meetings and to have one or more offices within or without the
State of Delaware and to keep the books of this corporation (subject to the
provisions of the statutes) outside of the State of Delaware at such places
as may be from time to time designated by the board of directors.
Eleventh. In the absence of fraud, no contract or transaction between this

corporation and any other association or corporation shall be affected by the
fact that any of the directors or officers of this corporation are interested in
or are directors or officers of such other association or corporation, and anY
director or officer of this corporation individually may be a party to or may be
interested in any such contract or transaction of this corporation; and no
such contract or transaction of this corporation with any person or persons,
firm, association, or corporation shall be affected by the fact that any director
or officer of this corporation is a party to or interested in such contract or
transaction or in any way connected with such person or persons, firm, associa-
tion, or corporation; provided that such contract or other transaction shall be
authorized or ratified by the vote of a majority of the directors of this cor-
poration not so interested; and each and every person who may become a
director or officer of this corporation is hereby relieved from any liabilitY
that might otherwise exist from thus contracting with this corporation for the
benefit of himself or any person, firm, association, or corporation in which he
may be in anywise interested.

Fifth. The amount of capital with which this corporation will commend
business is $1,000, being 20 shares of the par value of $50 each.

Sixth. The names and places of residence of the subscribers to the capital
stock and the number of shares subscribed for by each are as follows:

Number Of
shares

18
1

1
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Twelfth. This corporation reserves the right to amend, alter, change, or
repeal any provision contained in this certificate of incorporation in the manner
nOW or hereafter prescribed by statute, and all rights conferred upon stock-
holders herein are granted subject to this reservation.
We, the undersigned, being each of the original subscribers to the capital

•Stock hereinbefore named, for the purpose of forming a corporation to do
business both within and without the State of Delaware, and in pursuance
of the general corporation law of the State of Delaware, being chapter 65 of
the Revised Code of Delaware, anti the acts amendatory thereof and supple-
Mental thereto, do make and file this certificate, hereby declaring and certify-
ing that the facts herein stated are true, and do respectively agree to take
the number of shares of stock hereinbefore set forth, and accordingly have
hereunto set our hands and seals this 24th day of January, A. D. 1929.
In presence of:

ALBERT L. MILLER.
A. V. LANE.
C. S. PEABBLES.
L. E. GRAY.

STATE OF DELAWARE,
County of New Castle, ss:

Be it remembered, that on this 24th day of January, A. D. 1929, personally
game before me, Albert L. Miller, a notary public for the State of Delaware,
A. V. Lane, C. S. Peabbles, and L. E. Gray, parties to the foregoing certificate
Of incorporation, known to me personally to be such, and severally acknowl-
edged the said certificate to be the act and deed of the signers respectively and
that the facts therein stated are truly set forth.
Given under my hand and seal of office the day and year aforesaid.

ALBERT L. MILLER, Notary Public.

Recorded in the recorder's office at Wilmington in Certificate of Incorpora-
tion Record H, vol. 30, page 516, etc., the 24th day of January, A. D. 1929.

OFFICES

1. The principal office shall be in the city of Wilmington. county of New
Castle, State of Delaware, and the name of the resident agent in charge thereof
is the Corporation Trust Co. of America.
The corporation may also have an office in the city of Minneapolis, State of

Minnesota, and also offices at such other places as the board of directors may
from time to time appoint or the business of the corporation may require.

SEAL

2. The corporate seal shall have inscribed thereon the name of the cor-
Peration, the year of its organization, and the words "Corporate seal, Dela-
Ware." Said seal may be used by causing it or a facsimile thereof to be
linpressed or affixed or reproduced or otherwise.

STOCK IIOLDERS MEETI NO El

3. All meetings of the stockholders shall be held at the office of the cor-
Poration in Minneapolis, Minn., or at such other office of the corporation as
shall from time to time be designated by the board of directors.
4. An annual meeting of stockholders, after the year 1930, shall be held

on the first Tuesday of January in each year, if not a legal holiday, and if a
legal holiday, then on the next secular day following, at 11 o'clock a. m., when
they shall elect by a plurality vote, by ballot, a board of directors, anti transact
such other business as may properly be brought before the meeting.

5. The holders of a majority of the stock issued and outstanding, and entitled
to vote thereat, present in person, or represented by proxy, shall be requisite
lind shall constitute a quorum at all meetings of the stockholders for the
transaction of business except as otherwise provided by law, by the certificate
Of incorporation or by these by-laws. If, however, such majority shall not be
Present or represented at any meeting of the stockholders, the stockholders
entitled to vote thereat, present in person, or by proxy, shall have power to

I -A
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adjourn the meeting from time to time, with notice other than announcement
at the meeting, until the requisite amount of voting stock shall be present.
At such adjourned meeting at which the requisite amount of voting stock shall
be represented, any business may be transacted which might have been
transacted at the meeting as originally notified.
6. At each meeting of the stockholders, every stockholder having the right

to vote shall be entitled to vote in person, or by proxy appointed by an insTTR-
ment in writing subscribed by such stockholder and bearing a date not more
than three years prior to said meeting, unless said instrument provides for ',-
longer period. Each stockholder shall have one vote for each share of stock
having voting power, registered in his name on the books of the corporation,
except that no share of stock shall be voted on at any election for directors
which has been transferred on the books of the corporation within 20 days'
next preceding such election. The vote for directors, and, upon the demand
of any stockholder, the vote upon any question before the meeting shall be.
by ballot. All elections shall be had and all questions decided by a pluralitY
vote.
7. Written notice of the annual meeting shall be mailed to each stockhoider

entitled to vote thereat, at such address as appears on the stock book of the
corporation, at least 30 days prior to the meeting.

8. A complete list of the stockholders entitled to vote at the ensuing election,
arranged in alphabetical order, with the residence of each, and the number of
voting shares held by each, shall be prepared by the secretary and tiled in the
office where the election is to be held, at least 10 days before every election,
and shall at all times during the usual hours for business, and during the
whole time of .said election, be open to the examination of any stockholder.
9. Special meetings of the stockholders, for any purpose or purposes, unless

otherwise prescribed by statute, may be called by the president, and shall be
called by the president or secretary, at the request in writing of a majority
of the board of directors, or at the request in writing of stockholders owning
a majority in amount of the entire capital stock of the corporation issued am!
outstanding, and entitled to vote. Such request shall state the purpose or
purposes of the proposed meeting.

10. Business transacted at all special meetings shall be confined to the
objects stated in the call.

11. Written notice of a special meeting of stockholders, stating the time
and place and object thereof, shall be mailed, postage prepaid, at least 10 days
before such meeting, to each stockholder entitled to vote thereat at such address
as appears on the books of the corporation.

DIRECTORS

12. The property and business of this corporation shall be managed by Its
of directors, not less than 3 nor more than 45 in number. The number

to constitute the first board shall be three. Directors must be stockholders.
They shall be elected at the annual meeting of the stockholders, and each
director shall be elected to serve until his shccessor shall be elected and shall
qualify. The number to constitute the board of directors shall be determined
by resolution from time to time increasing or decreasing such number, provided
that the number of said directors shall not at any time be reduced to less than
3 nor increased to more than a total of 45. In case of any increase in the-
number of directors, the additional directors may be elected by the board of
directors to hold office until the next annual meeting of the stockholders and
until their successors are elected and qualified. In case of any vacancy or
vacancies in the board of directors, a majority of the remaining members of
the board may elect a director or directors to complete the board.

(As amended February 19, 1929)

13. The directors may hold their meetings and have one or more offices, and
keep the books of the corporation, except the original or duplicate stock ledger,
outside of Delaware, at the office of the corporation in the city of Minneapolis,
Minn., or at such other places as they may from time to time determine.

14. In addition to the powers and authorities by these by-laws expressly
conferred upon them, the board may exercise all such powers of the corpora-
tion and do all such lawful acts and things as are not by statute or by the certifi-
cate of incorporation or by these by-laws directed or required to be exercised
or done by the stockholders.
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15. The board of directors may, by resolution or resolutions passed by a
Majority of the whole board, designate one or more committees, each committee
to consist of two or more of the directors of the corporation, which, to the
extent provided in said resolution or resolutions or In these by-laws, shall have
and may exercise the powers of the board of directors in the management of
the business and affairs of the corporation, and may have power to authorize
the seal of the corporation to be affixed to all papers which may require it.
Such committee or committees shall have such name or names as may be stated
in these by-laws or as may be determined from time to time by resolution
adopted by the board of directors.
le. The committees shall keep regular minutes of their proceedings and report

the same to the board when required.

COMPENSATION OF DIRECTORS

17. Directors, as such, shall not receive any stated salary for their services;
but by resolution of the board a fixed sum and expenses of attendance, if any,
May be allowed for attendance at each regular or special meeting of the
board, provided that nothing herein contained shall be construed to preclude
any director from serving the corporation in any other capacity and receiving
compensation therefor.
18. Members of special or standing committees may be allowed like compen-

sation for attending committee meetings.

MEETINGS OF THE BOARD

19. The newly elected board may meet at such place and time as shall be fixed
by the vote of the stockholders at the annual meeting for the purpose of organi-
zation or otherwise, and no notice of such meeting shall be necessary to the
newly elected directors in order legally to constitute the meeting, provided a
Inajority of the whole board shall be present; or they may meet at such place
and time as shall be fixed by the consent in writing of all the directors.

20. Regular meetings of the board may be held without notice at such time
and place as shall from time to time be determined by the board.
21. Special meetings of the board may be called by the president on two

days' notice to each director, either personally or by mail or by telegram;
aPecial meetings shall be called by the president or secretary in like manner
And on like notice on the written request of two directors.

22. At all meetings of the board one-third of the total board of directors,
but not less than two directors, if the board shall at such time have a total
Membership of less than six, shall be necessary and sufficient to constitute
a quorum for the transaction of business, and the act of a majority of the
directors present at any meeting at which there is a quorum shall be the act
of the board of directors, except as may be otherwise specifically provided by
statute or by the certificate of incorporation or by these by-laws.

OFFICERS

23. The officers of the corporation shall be chosen by the directors and shall be
a president, such vice presidents as the board of directors may from time to time
determine, and a secretary and a treasurer. The board of directors may also
-choose assistant secretaries and assistant treasurers. The secretary and treas-
urer may be the same person and any vice president may hold at the same time
the office of secretary or treasurer.
24. The board of directors, at its first meeting after each annual meeting of

stockholders, shall choose a president and such vice presidents as it may de-
termine from its own members, and a secretary and a treasurer, who need not
be members of the board.

25. The board may appoint such other officers and agents as it shall deem
necessary, who shall hold their offices for such terms and shall exercise such
Powers and perform such duties as shall be determined from time to time by
the board.

26. The salaries of all officers and agents of the corporation shall be fixed by
the board of directors.
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27. The officers of the corporation shall hold office until their successors are
chosen and qualify in their stead. Any officer elected or appointed by the
board of directors may be removed at any time by the affirmative vote of a
majority of the whole board of directors. If the office of any officer or officers
becomes vacant for any reason, the vacancy shall be filled by the affirmative
vote of a majority of the whole board of directors.

THE PRESIDENT

28. (a) The president shall be the chief executive officer of the corporation;
he shall preside at all meetings of the stockholders and directors; he shall have
general and active management of the business of the corporation, and shall see
that all orders and resolutions of the board are carried into effect.
(b) He shall execute contracts requiring a seal under the seal of the corpo-

ration.
(c) He shall be ex officio a member of all standing committees, and shall have

the general powers and duties of supervision and management usually vested in
the office of president of a corporation.

VICE PRESIDENTS

29. Any vice president shall, in the absence or disability of the president.
perform the duties and exercise the powers of the president, and shall perform
such other duties as the board of directors shall prescribe.

THE SECRETARY AND ASSISTANT SECRETARIES

re

til
Of
tl]

1
30. (a) The secretary shall attend all sessions of the board and all meetings i

of the stockholders and record all votes and the minutes of all proceedings 1
in a book to be kept for that purpose, and shall perform like duties for the (
standing committees when required. He shall give, or cause to be given, notice i
of all meetings of the stockholders and of the board of directors, and shall
perform such other duties as may be prescribed by the board of directors or (
president, under whose supervision he shall be. He shall keep in safe custody 1
the seal of the corporation, and when authorized by the board, affix the same 1
to any instrument requiring it, and when so affixed it shall be attested by his ,
signature or by the signature of the treasurer. He shall be sworn to the
faithful discharge of his duty.
(b) The assistant secretaries in the order of their seniority shall, in the

absence or disability of the secretary, perform the duties and exercise the
powers of the secretary, and shall perform such other duties as the board
of directors shall prescribe.

THE TREASURER AND ASSISTANT TREASURERS

31. (a) The treasurer shall have the custody of the corporate funds and
securities and shall keep full and accurate accounts of receipts and disburse-
ments in books belonging to the corporation and shall deposit all moneys,
and other valuable effects, in the name and to the credit of the corporation
in such depositories as may be designated by the board of directors.
(b) He shall disburse the funds of the corporation as may be ordered

by the board, taking proper vouchers for such disbursements, and shall render
to the president and directors, at the regular meetings of the board, or when-
ever they may require it, an account of all his transactions as treasurer and
of the financial condition of the corporation.
(0 He shall give the corporation a bond if required by the board of direc-

tors, in a sum and with one or more sureties satisfactory to the board, for
the faithful performance of the duties of his office, and for the restoration to
the corporation, in case of his death, resignation, retirement or removal from
office, of all books, papers, vouchers, money, and other property of whatever
kind in his possession or under his control belonging to the commotion.
(d) The assistant treasurers in the order of their seniority shall, in the

absence or disability of the treasurer, perform the duties and exercise the
powers of the treasurer, and shall perform such other duties as the board of
directors shall prescribe.
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32. If the office of any director or directors becomes vacant by reason of
`Leath, resignation, retirement, disqualification, removal from office, or other-
wise, the remaining directors, though less than a quorum, shall choose a suc-
cessor or successors, who shall hold office until the next annual election and
Until a successor or successors have been duly elected, unless sooner displaced.

DUTIES OF OFFICERS MAY BE DELEGATED

r 33. In case of the absence of any officer of the corporation, or for any other
,..easun that the board may deem sufficient, the board may delegate, for the
o'me being, the powers or duties, or any of them, of such officer, to any other

car, or to any director, provided a majority of the entire board concur
therein.

CERTIFICATES OF STOCK

k 34. The certificates of stock of the corporation shall be numbered and shall
ue entered in the books of the corporation as they are issued. They shall
eXhibit the holder's name and number of shares and shall be signed by the

1),!esident or a vice president and the treasurer or an assistant treasurer, orne secretary or an assistant secretary.

CONTRACTS

85. SECTION 1. Except as may be otherwise expressly provided in these by-
no written instrument usually under seal, made by any person or persons

behalf of the company, or in its name, shall be binding upon it, unless the
Male, in each instance, shall have been made under authority of said board
et directors or shall have been duly ratified by said board or shall have been
nlade pursuant to power by it especially delegated.
Snn. 2. Except as may be otherwise expressly provided in these by-laws, allcontracts or other written instruments made in the company's name shall be

:igned by the president and attested by the secretary, or shall be executed by
other, persons and in such other manner as shall from time to time be

ulceeted by the board of directors by appropriate resolutions.

TRANSFERS OF STOCK

„36. Transfers of stock shall be made on the books of the corporation only by
gm person named in the certificate or by attorney lawfully constituted in
Writing, and upon surrender of the certificate therefor.

CLOSING OF TRANSFER BOOKS

, 37. The board of directors shall have power to close the stock transfer books
ut the corporation for a period not exceeding 40 days preceding the date of
nnY meeting of stockholders or the date for payment of any dividend or theat for the allotment of right or the date when any change or conversion
ec exchange of capital stock shall go into effect: Provided, however, That in lieuOf closing the stock transfer books as aforesaid, the board of directors may
:IX in advance a date not exceeding 40 days preceding the date of any meet-
3 of stockholders or the date for the payment of any dividend, or the date

Inc the allotment of rights, or the date when any change or conversion or
exchange of capital stock shall go into effect, as a record date for the deter-
mination of the stockholders entitled to notice of. and to vote at, any such
meeting, or entitled to receive payment of any such dividend, or to any such
allotment of rights or to exercise the rights in respect of any such Change.
113fiversion or eadhange of capital stock, and in such case only such stock-
, olders as shall be stockholders, of record on the date so fixed shall be entitled

such notice of, and to vote at such meeting, or to receive payment of such
uidend, or to receive such allotment of rights, or to exercise such rights, as

Lne case may be, notwithstanding any transfer of any stock on the books of
Ine corporation after any such record date fixed as aforesaid.
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REGISTERED STOCK HOLDERS

38. The corporation shall be entitled to treat the holder of record of anY

share or shares of stock as the holder in fact thereof and accordingly shall not

be bound to recognize any equitable or other claim to or interest in such share

on the part of any other person, whether or not it shall have express or other

notice thereof, save as expressly provided by the laws of Delaware.

LOST CERTIFICATE

39. Any person claiming a certificate of stock to be lost or destroyed, shall
make an affidavit or affirmation of that fact and advertise the same in such
Manner as the board of directors may require, and the board of directors Iraq,
in their discretion, require the owner of the lost or destroyed certificate, or
his legal representative, to give the corporation a bond, in such sum as theY
may direct, not exceeding double the value of the stock, to indemnify the cor-

poration against any claim that may be made against it on account of the
alleged loss of any such certificate; a new certificate of the same ..enor :ind
for the same number of shares as the one alleged to be lost or destroyed, inaY
be issued without requiring any bond when, in the judgment of the directors,

it is proper so to do.

STOCK HELD IN OTHER CORPORATIONS

40. All capital stocks in other corporations owned by this corporation, except
as hereinafter provided, shall be voted at the meetings, regular and/or spe-

cial, of the stockholders of said other corporations by the president of this cor-

poration, or, in his absence, by any vice president, and in the event, during

such absence, of the presence of more than one vice president of this corpora-

tion, then by a majority of said vice presidents present at such stockholders'

meeting, unless there shall have been executed and delivered, pursuant to a

resolution of the board of directors of this corporation, to some other attorneY

specifically named in a proxy a power of attorney to represent this corporation

at such stockholders' meeting for the purposes in said power of attorney speci-

fied, and in the event that no such proxy shall have been authorized by the

board of directors with reference to any stock owned by this corporation, and

as often as such may be the case, the president and secretary of this corpora-

tion are hereby authorized to execute in the name and under the seal of 
this

corporation proxies in such form as may be required by the corporation whose

stock is to be voted thereunder, naming as the attorney authorized to act by 
said

proxy such individual or individuals as to said president and secretary sh
all

seem advisable, and the attorney or attorneys so named in said proxY

shall, until the revocation or expiration thereof, vote said stock at such

stockholders meetings only in the event that neither
 t he president nor any vice

president of this corporation shall be present thereat.

41. In the event that this corporation shall own 
in excess of 50 per cent

of the capital stock of any financial or money corporation or association 
and

if, in the acquisition of such stock this corporation shall
 have agreed that aS

to the voting of such stock for the election of directors this by-law or an

agreement substantially in accord therewith shall be binding on the corpora-

tion, then and in each such event the stock so acquired shall, at all meetings

for the election of a board of directors of any such association or corpora-

tion, be voted in favor of the election to such board of a sufficient number of

residents of the city where the principal office of such corporation or associa-

tion is located so that, if the candidates so voted for shall be elected, at least

75 per cent of the members of said board of directors shall be residents of

said city. This section 41 of these by-laws shall be amended only upon the

affirmative vote of 80 per cent in amount of the common stock of this corpora-

tion outstanding at the time of such amendment or by the board of direct
ors

after receipt of the written consent of the holders of at least 80 per cent 
of

the common stock of this corporation.

INSPECTION OF BOOKS

42. The directors shall determine from time to time whether, and, if

allowed, when and under what conditions and regulations the accounts and

books of the corporation (except such as may by statute be specifically open

to inspection) or any of them shall be open to the inspection of the stock-
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holders, and the stockholders' rights in this respect are and shall be restricted
hIld limited accordingly.

CHECKS

43. All checks or demands for money and notes of the corporation shall be
t''goed by such officer or officers as the board of directors may from time to time
designate.

FISCAL YEAR

44. The fiscal year shall begin the 1st day of January in each year.

DIVIDENDS

45. Dividends upon the capital stock of the corporation, subject to the pro-
-oos of the certificate of incorporation, if any, may be declared by therard of directors at any regular or special meeting, pursuant to law. Divi-

(tends may be paid in cash, in property or in shares of the capital stock.
Before payment of any dividends there may be set aside out of any funds
tile corporation available for dividends such sum or sums as the directors

time to time in their absolute discretion, think proper as a reserve fund
t̀h Meet contingencies, or for equalizing dividends, or for repairing or main-
21,111tog any property of the corporation, or for such other purpose as the
rectors shall think conducive to the interests of the corporation.

DIRECTORS' ANNUAL STATEMENT

48. The board of directors shall pesent at each annual meeting, and when
Failed for by vote of the stockholders at any special meeting of the stock-
holders, a full and clear statement of the business and condition of the cor-
DOration.

NOTICES

47. Whenever under the provisions of these by-laws .notice is required to be
6ltven to any director, officer or stockholder, it shall not be construed to mean
itrsonal notice, but -.twit notice may be given in writing, by mail, by depositing
e same in the post office or letter box, in a post-paid sealed wrapper, ad-

to such stockholder, officer or director at such address as appears on
books of the corporation, or, in default of other address, to such director,

"theer, or stockholder at the general post office in the city of Wilmington, Del.,
such notice shall be deemed to be given at the time when the same shall

e thus mailed.
„Any stockholder, director, or officer may waive any notice required to be
ISIven under these by-laws.

AMENDMENTS

48. These by-laws, except as hereinabove otherwise provided, may be altered
arnended by the affirmative vote of a majority of the stock issued and out-

:thdlng and entitled to vote thereat, at any regular or special meeting of the
thhekholders if notice of the proposed alteration or amendment be contained in
e notice of the meeting, or, except as hereinbefore and in the certificate of

ocorporation of this corporation otherwise provided, by the affirmative vote
rsl a majority of the board of directors: Provided, however, That no change
,,•". the time or place for the election of directors shall be made within 60 days
'et before the day on which such election is to be held, and that in case of

change of such time or place notice thereof shall be given to each stock-
, older in person or by letter mailed to his last known post-office address, at
'east 20 days before the election Is held.

Article 4 of the articles of association of Northwest Bancorporation as
ended October 10, 1929:
"4. The total authorized capital stock of this corporation i: $300,000,000.

htricled into 6,000,000 shares of the par value of $50 each.
If it seems desirable so to do, the board of directors may from time to time

unitie scrip for fractional shares of stock, such scrip shall not confer upon thehe 
any voting or other rights of a stockholder of the corporation but the

c4.Doration shall from time to time, within such time as the board of directors
'lay determine, issue one whole share of stock upon the surrender of scrip

100136-30—vot, 1 PT 8-5
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for fractional shares aggregating one whole share, properly indorsed if 111
registered form.
"The holders of common stock of this corporation shall have their respective,

preemptive rights to subscribe for other shares of common stock, except as b)
law limited and except that, free of such preemptive right, the board of dire'
tors may (1) from time to time exchange unissued stock of the corporation Or
any stock of the corporation to be issued by reason of any increase of the
authorized capital stock of the corporation for stock of financial, moneyed, Or

investment corporations and associations, and (2) prior to January 1, 1930, 0'
such time or times and in such amount or amounts as said board of directors

deems advisable, sell common capital stock not exceeding in the aggregalef
$5,000,000 par value, and (3) where individual persons for the purpose 0
enabling them to qualify as directors of any bank, in which this corporation
shall have acquired shares of stock In such bank, as and when the stockholders

in this corporation may become entitled to subscribe for additional shares of
stock in this corporation, at the same time there may be sold, by the issuance,
of subscription rights or otherwise, to each of said persons so owning an0,
holding shares of stock in any such bank such number of shares of stock 01
this corporation and at such prices as the board of directors of this corpora'
tion shall determine to be adequate to compensate such person or persons 01;
any loss of subscription rights by such person or persons by reason of the fee'
that he has retained or acquired shares of stock in such bank."

Section 12 of the by-laws of Northwest Bancorporation as amended JanuarY
7, 1930:
"SEC. 12. The property and business of this corporation shall be managed IV,

Its board of directors, not less than three in number. Directors shall be elect
at the annual meeting of the stockholders, except as hereinafter provided, and
each director shall be elected to serve until his successor shall be elected and
shall qualify. The number to constitute the board of directors shall be deter.
mined from time to time by resolution of the stockholders or of the board itself'
increasing or decreasing such number, provided that the number of said dire
tors shall not at any time be reduced to less than three. In case of anY,
Increase in the number of directors, occurring between the dates of the amnia'
meetings of the stockholders, the additional directors may be elected by
majority vote of a quorum of the board of directors to hold office until the
next annual meeting of the stockholders and until their successors are elected
and qualify. In case of any vacancy or vacancies in the board of directors,
a director or directors may be elected to complete the board by a majoritY
vote of a quorum of the board of directors, or in the event that the remain'
lug directors are less than a quorum, then by a majority of the remaining
directors."

Mr. LErrs. Have you engaged in any business up to this time
other than the banking business and the handling of securities?
Mr. DECKER. No; and its allied industries, like this cattle loan

company.
Mr. LErrs. This morning you said something about a large amount

of money getting away from your district, and as illustrating that
you said something about insurance. Is it a part of your plan that
you will finance an insurance company, for instance?
Mr. DECKER. No, sir.
Mr. LErrs. Life, accident, fire, or otherwise?
Mr. DECKER. No, sir. We buy our insurance, and we have no

idea of writing it ourselves or financing other insurance companies.
My impression is that our articles do not permit us to go into the
insurance business.
Mr. LErrs. That was the purpose of my first question.
Mr. DECKER. I am quite positive. about that.
Mr. LErrs. The reason I asked that question is that in considering

another group we found that they claimed to be able to divert 
large amount of insurance to their own company through their
banking policies and facilities.
Mr. DECKER. We buy our insurance on the open market.

1
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Mr. Lrrrs. Is it your intention to handle real-estate mortgages?
Mr. DECKER. The holding company?
Mr. LETTS. Yes.
Mr. DECKER. No, sir.
Mr. LETrs. Is it your intention to operate real-estate agencies for

the sale of lands?
Mr. DECKER. No, sir.

, Mr. Lurrs. Then I take it it is your purpose to stick to the banking
Dusiness, other than the handling of securities?
Mr. DECKER. Yes, sir.
Mr. Lrrrs. And the handling of securities is done by security corn-

Parties organized for that purpose?
Mr. DECKER. Right.
Mr. laws. This morning you made some mention of the matter

of taxation, and I assumed you were about to tell us how under
Your plan the banks here and there bore their proper proportion of
,the tax burden of the various States, but you did not develop that..
`-'an you tell us a little further just what you were then about to say V'
Mr. DECKER. Yes. We have in our bank corporation a certain

41unber of banks in North Dakota, we will say, both State and
national. Those banlis pay a personal-property tax on every share
0f stock in existence into the treasury of the State of North Dakota, ..

those banks were dissolved and we established branches in their

ece, the State of North Dakota would receive no tax; the tax would
paid entirely in the State of Minnesota where all the stock was in

the parent bank.
Mr. ',Errs. In other words, you say that under your plan the

Present method of taxing in the various States will continue to pre-
whereas it would not under the branch system?

Mr. DECKER. That is right.
Mr. LErrs. What is the par value of your stock?
Mr. DECKER. $50 a share.

, Mr. Lgrrs. Has any of that stock been issued from the treasury for
'ess than that?
Mr. DECKER. No, sir.
Mr. Lrrrs. I think that is all.

n Mr. BEEDY. There was one misconception or misunderstanding in
"Tures that I want to clear up.
When Judge Letts just now asked you what your capitalization

was you said "$300,000,000."
Air. DECKER. Authorized.
Mr. BEEDY. What was the figure of $750,000,000 that you gave met
Mr. DECKER. $75,000,000?
Mr. BEEDY. I guess that is it.
Mr. DECKER. $75,000,000 was the first authorization. That was

later increased.
Mr. STRONG. Mr. Seiberling.
Mr. SEIBERLING. This organization, the holding company was pro-

Inoted, by a large bank, I take it, with which you were originally
connected in Minneapolis?
Mr. DECKER. They were the prime movers • yes, sir.
Mr. SEIM:RUNG. What was the name of that bank?
Mr. DECKER. Northwestern National Bank.
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Mr. SEIBERLING. And that was the first unit taken over, I take it,
the stock in that bank?
Mr. DECKER. No; there were three or four banks taken over simul-

taneously.
Mr. SEIBERLING. And who fixed the value of the stock of the ban]

you took over in the first instance or first transaction?
Mr. DECKER. By mutual agreement between the four banks who

joined simultaneously.
Mr. SEIBERLING. These banks were also interested in the holding

company?
Mr. DECKER. They became interested.
Mr. SEIBERLING. They promoted the holding company?
Mr. DECKER. Yes; just as much as we did.
Mr. SEIBERLING. So that in the first instance when you took over

these banks, you had the same parties in interest on both sides Of
the transaction?
Mr. DECKER. Mutual agreement.
Mr. SEIBERLING. And how did you arrive at the value of the stoel

in the banks you first took over?
Mr. DECKER. Well, largely. in three ways. First, book or liqui'

dated value—in other words, invested capital; .average earnings over
a period of years; and prospects for future earnings.
Mr. SEIBERLING. And how did you fix the value of the holding

company stock which you issued? Was that fixed at $50.
Mr. DECKER. That was fixed at $50.
Mr. SEIBERLING. And you arrived at the value of the banks you

first took over and issued stock in accordance with that valuation?
Mr. DECKER. That is right.
Mr. SEIBERLING. Then you went out and acquired other banks?
Mr. DECKER. Yes.
Mr. SEIBERLING. How did you determine the value of those banks

when you took them over?
Mr. DECKER. Well, we attempted to be perfectly fair with both

parties to the transaction.
Mr. SEIBERLING. I do not question that.
Mr. DECKER. Along the same lines; the book value, earnings, and

prospects, and volume of deposits, of course, which entered into the
question of earnings.
Mr. SEIBERLING. Then you figured the book value of your holding

company stock when you issued it to them?
Mr. DECKER. Yes, sir.
Mr. SRIBERLING. So that the cheaper you could buy these other

bank stocks, the higher, of course, your book value of your holding
company would go?
Mr. DECKER. Yes • if we acquired them for cash.
Mr. SEIBERLING. 

Yes;
you written up any of these stocks on your

holding company's books?
Mr. DECKER. No, sir; we wrote some of them down.
Mr. SEIBERLING. I see that under your charter you have the right

to organize, incorporate, and reorganize subsidiary corporations
for all lawful purposes, so that you could authorize an insurance
company, an abstract company or, in fact, any kind of a company or
subsidiary you would find to your advantage.
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Mr. DECKER. I did not know it; it has never been suggested or
discussed.
Mr. SEIBERLING. Why did you not take over these small banks

that you put into the subsidiary of your holding company?
Mr. DECKER. Why_ didn't we take them direct?

Yes.
Mr. 

SEIBERLING. es.
Mr. DECKER. Because we were satisfied they could be better looked

!tfter by the Union Investment Co., because those small banks owned
03' the Union Investment Co. are not organized locally with directors
and managers in quite the same manner as the other banks are, and
We thought the Union Investment Co., which had built up an organ-
ization for 25 or 30 years that they have been in existence had built
41) an organization better fitted to handle those small bails.
Mr. SEIBERLING. Are you sure that that is the only reason for

adopting that plan?
Mr. DECKER. You mean, of taking those in through the Union

Investment Co.?
Mr. SEIBERLING. Yes. Your overhead would have been much less

if you had taken them into your holding company, would it not?
Mr. DECKER. No; because we would have to increase the overhead

iexPense of the holding company in order to take care of these little
°Mks.
Mr. SEIBERLING. When you approach a bank, who determines

Whether it shall go into your subsidiary or holding company?
DECKER. We have never taken any in in any other way.

."ve did not buy these small banks; we traded our stock for the stock
In the Union Investment Co.
Mr. SEIBERLING. And some other person organized that company?
Mr. DECKER. Oh, yes.
Mr. SEIBERLING. And you had nothing to do with it in the be-

ginning? •
Mr. DECKER. Not at all. It had been in existence 25 years.

1. Mr. SErnnanixo. You just bought that; I did not understand that.
.t Was somewhat interested in what you said about—
Mr. DECKER. If you will pardon me, I might add that we have

rlot taken in any more independent banks and put them into that
e°11)oration, if that answers your question.
Mr. STBERLING. You have not taken in any additional banks?
Mr. DECKER. NO.
Mr. SEIBERLING. If I understand your testimony correctly, you

chink that chain banking is preferable to branch banking because
(If the local—
„Mr. DECKER. Group banking; don't call it chain banking.
Waughter.]
Mr. SEIBERLING (continuing). Because of the local interest which

YO n maintain in connection with the unit bank?
Mr. DECKER. Yes, sir.

, Mr. SEIBERLING. And you think the customer likes that plan of
flanking better than branch banking?
Mr. DECKER. Yes, sir.
Mr. SIBERLING. And what is your reason for.that?
Mr. DECKER. Well, I thought I had covered that.
The customer likes it better because, he thinks, he will get a better

gearing, a more sympathetic hearing, in the local bank with its

.0/
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local board of directors and local manager and local pride than he
would from the manager of a branch.
Mr. SEIBERLING. But the manager would be in the main branch

in the large city.
Mr. DECKER. There would be a local manager in that city.
Mr. SEIBERLING. Yes, but the real manager would be in the large

renter.
Mr. DECKER. Yes, the situation would be much less favorable than

it would be under group banking.
Mr. SErsEmarm. Do you think the customer might also be afraid

that he might not get the same terms in connection with the rate of
interest for his loans?
Mr. DECKER. Yes, I think he would, because the man who deter-

mines the rate of interest in a group bank is the local man
' 
who lives

there. He has his home there, and his directors all live there, and
they all pay taxes there. Probably everything that they own in the
world is there.
Mr. SEIBERLING. But you did not give that reason a while ago and

I wanted to bring that out, that where you deal with your home
people, you have the human interest.
Mr. DECKER. Yes, sir.
Mr. SEIBERLING. And you get consideration that you do not get

when you are dealing with somebody a long distance away.
So you think you overcome that by your plan here?
Mr. DECKER. Yes, sir.
Mr. SEIBERLING. And it does not make much difference if they do

shift the money in your district, because the stockholders of your
holding company are scattered all over your district and they are
interested in maintaining every unit bank they own?
Mr. DECKER. Yes, sir.
Mr. SEIBERLING. And sd you do have that local interest?
Mr. DECKER. Yes, sir.
Mr. SEIBERLING. Just the same as though they owned the bank.
Mr. DECKER. Even larger than it was before.
Mr. SEIBERLING. More stockholders?
Mr. DECKER. Yes in number and the amount.
Mr. SEIBERLING. how do you figure you are going to increase your

rate of dividend in the holding company?
Mr. DECKER. You mean over what we are paying now?
Mr. SEIBERLING. You said you were going to increase it greatly.
Mr. DECKER. I said we were not likely to increase it.
Mr. SEIBERLING. No; you said you were going to double your

earnings.
Mr. DECKER. No; I said the earnings were now double the amount

of the dividends which we are paying.
Mr. SErsEsurzo. But you are going to greatly increase those earn

ings ?
Mr. DECKER. Well, we hope to.
Mr. SEIBERLING. How are you going to do that?
Mr. DECKER. In the first place, by economy. We will save $75,000

a year on surety bonds alone and get a better coverage, in some in
stances ten times over what it has been. We will save considerable
money in buying adding machines and standard equipment which
are not made locally. We always say to our local bank, " Patroni0
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home industries." Then we say to them, "If you are buying ma-
not made at home, we do not ask you to buy them from us, but

If you wish to join the rest of the crowd and save money, you are
Permitted to," and without exception they are delighted to have
that opportunity.
, Mr. SEMERLING. Do all of your banks pay the same interest on
oeposits?
Mr. DECKER. NO, sir.
Mr. SEIBERLING. Do you have banks that pay no interest on

deposits ?
Mr. DECKER. There are plenty of banks that pay no interest on an

Open checking account.
Mr. SEIBERLING. Or on savings accounts?
Mr. DECKER. We have no banks that pay no interest on savings

accounts.
Mr. SEIBERLING. But you have banks that pay different rates?
MT. DECKER. Yes, sir.
Mr. SEIBERLING. And you charge different rates for loans also?
Mr. DECKER. Yes sir.
Mr. SEIBERLING. Why is it that you, do not pay the same rate on

savtiigs deposits in one bank as you do in another t
Mr. DECKER. For a number of reasons.
Mr. SEIBERLING. Give us some.
Mr. DECKER. Conditions of the locality, competition of other banks

°t the locality, custom—we would hesitate to disturb a policy which a
kik had been operating successfully under.
Mr. SEIBERLING. You would not hesitate to increase the rate of

interest, would you? If a bank had been paying 3 per cent on de-
Posits, you would not hesitate to increase it to 4 per cent, would you?
Mr. DECKER. Yes • certainly we would.
MT. SEIBERLING. *hy ?
Mr. DECKER. Because it would be a question whether we could

afford to do it.
Mr. SEIBERLING. But you do pay it in some sections?
Mr. DECKER. But these banks, please remember, are still unit banks,

,111d the local management is responsible for the results, which include
::fle earnings, and why should Fargo be willing to advance their rate
'0 4 per cent because La Crosse was paying 4, if their earnings did not
Warrant it?
,Mr. SEIBERLING. What is the difference in the various banks?
what is the lowest rate that you pay, and the highest?
Mr. DECKER. I think I would say that, in a general way, 3 per cent

'a about the lowest and 4 per cent is about the highest.
Mr. SEIBERLING. Where do you pay the 3 per cent?
Mr. DECKER. Minneapolis.
Mt. SEIBERLING. And where do you pay the 4 per cent?
Mr. DECKER. In the smaller towns.
Mr. BEEDY. You are talking about savings accounts?
Mr. SEIBERLING. Savings accounts; yes.
Mr. DECKER. Or certificates of deposit.
Mr. SEIBERLING. And does the same rate obtain in all country dis-

tricts?
Mr. DECKER. NO.
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Mr. SEmEnimia. What is the difference in the country districts?
Mr. DECKER. Well, there may be a case in which for years they have

been paying 4 per cent, and that is because they could not agree among
themselves, even though they knew it was too high.
Then, here is another district where the banks have been cooperat-

ing and working together better, and they have reduced the rate,

and for years the State departments of banking have urged that they
reduce the interest that they are paying on deposits, for they had
been getting to the point where the banks were not earning money
on savings, and Mr. Wakefield says that there is now a law in the

State of Minnesota prohibiting the payment of over 4 per cent on
savings.
Mr. SEIBERLING. Is there a law fixing the amount you can charge

for loans, too?
Mr. DECKER. No, sir; except usury. The usury law is 8 per cent.
Mr. SEIBERLING. Well, the chief interest that the citizen who does

not own bank stock has is to get as much for his deposits as he can,
and to borrow his money as cleaply as he can.
Mr. DECKER. Right.
Mr. SEIBERLING. And then, in addition to that, there is also the

safety of the deposit. Those are really the three only interests that

the public in general have, that part of the public who are not stock
owners of banks. Is that not correct?
Mr. DECKER. Yes; perhaps so, but remember that we are in cool'

petition with the Government on savings; we are in competition with
the bond man on the sale of securities; we have plenty of competi-
tion when we attempt to induce Jim Smith to put his money in the
bank at 3 or 4 per cent.
Mr. SEIBERLING. But if you can eliminate that competition, you

could lower the rate you pay on savings deposits, could you not?
Mr. DECKER. Not as long as the Government savings banks are

there and the public can buy Government and other bonds; no. W:e
have got to meet the open market; they do not have to deposit their
money in the local bank. They have learned a lot better than that/
that they can buy Government bonds, or buy stocks, and they have
learned that they can put their money in the postal savings banks.
Mr. SFIBERLING. I have heard that stated here a good many times,

but are there not millions of people in the United States that do not
know anything about the things you are talking about? Is it not
true that the only thing they know is the bank?
Mr. DECKER. Oh, I think they are wiser than you realize, MI

Seiberling.
Mr. SEIBERLING. I do not think so.
Mr. DECKER. They have got radios and newspapers, and theY

know a lot more than they did a few years ago.
Mr. SEIBERLING. But when it comes to money, the only person theY

have dealt with is the banker.
Mr. DECKER. That has been the inclination in years past, but noW

they have learned so much that they are seeking other avenues of
investment for their funds.
Mr. SEIBERLING. Now, you stated awhile ago that a

_hy does not
great deal of

the postal savings draw that money out?
the money was carried in stockings, and so forth. W 

MN.
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Mr. DECKER. It has. In the State of Montana, in 1919, the per
capita, investment in postal savings banks was $2.66. Ten years
later it was $11.26; and Montana moved into first place of all the
States in the Union in investments in postal savings.
That is the answer; that money has gone out of circulation so far

as Montana is concerned, whereas it should be in deposits in Montana
for the benefit of her own industries, and those industries are
deprived of that because they did not believe that they had a sound
banking system which made it safe for them to leave their money in
the bank.
Wyoming moved into second place.
Take South Dakota; that is a flagrant case. In 1919 the per

Capita investment of the inhabitants of South Dakota was 7 cents
In postal savings. Ten years later it is $6.25. So, what good do
Postal savings do to the State of South Dakota?
Mr. SEIBERLING. Is not the money deposited in the Federal reserve

centers of the State?
Mr. DECKER. You have to buy Government bonds and put them up

as collateral.
I have here a whole list of all the States in the Union and the

Increases in postal savings. It has been a tremendous competitor,
,and you could not blame the people.

Mr. WINGO. I think it would be well to have that statement go
In the record at this point.
Mr. STRONG. Without objection, it is so ordered.
(There was no objection, and the statement referred to is printed

l)elow .)
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- Per capita postal savings

1929 1919

Amount Position Amount Position

anti $1126 1 $2.66 7
fling 7. 67 2 1.90 14
'Dakota 6.25 3 .07 40
in 5. 59 4 .76 25
Its 5.04 .5 6.57 1
, 
ington 

4.78
4. 31

6
-

1.03
3. 81

22
3

II 4.21 8 3.41 4
Mexico 3.88 9 .29 31
ado 3.93 10 2.06 12

3.39 11 .21 35a
i Dakota 3.30 12 .04 43
esota 3.02 13 1.16 208
in 2.89 14 1.40 19
York 2. 43 15 5.62 2
, oma 2. 31 16 . 14 37
LS 1,94 17 .43 27
urL.  1.49 18 .85 23
L eh usetts 1. 44 19 I. 66 17
ma 1.27 20 .21 35b

1.16 21 2.92 6
ska .95 22 .36 30
s .89 23 1.70 16
ylvania . 86 24 2. 37 8
Carolina .81 25 .03 44

.77 26 .17 36
min .68 27 1.13 21a
eticut .67 28 3.17 5w n of Columbia 66 29 1.16 20b
I ampshire 65 so 1.48 18
a .62 31 .06 41
1 Island • 59 32 2.29 9
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Per capita postal savings—Continued

1929 1919

Amount Position Amount Posi t ion

New Jersey 
Wisconsin 
West Virginia 
Indiana 
Michigan 
Ohio 
Delaware 
Arkansas 
Tennessee 
Louisiana 
North Carolina 
Vermont 
Maine 
Kentucky 
Virginia 
Maryland 
Mississippi 

.66

. 49

.49

.47

.45

. 43

. 40

.34

.24

. 18

. 18

. 15

. 14

.09

.09

. 07

.06

aa
34
35
36
37
as
39
40
41
42
43
44
45
46
47
48
49

2.27
1.13
.41
.84
2.09
1.72
1. 95
.09
.11
.21
.01
.25
.53
. 26
.39
.28
.05

to
21b
28
24
11
15
13
39
38
354
45
34
26
33
29
32
42

Mr. SErmaturro. Do you mean to tell me that in controlling this
large group of banks your unit managers do not constantly confer
with you as to rates of interest to charge on loans and things of that
kind?
Mr. DECKER. Never have we discussed it. It would be true on

large loans; if you had a concern in Des Moines, where we have 9
bank, that was a large borrower, or in Duluth, where they have
large grain and elevator accounts, we would and have conferred on
rates for the last 25 or 30 years, but on the local loans of these
banks we pay no attention to the rate they charge. What we are
interested in are two things, the development of the country around
that bank where we have a large financial interest and the showing
on the part of the bank of reasonable profits above losses.
Mr. SEIBERLING. Do you think the same institution which acts a$

trustee should also engage in the business of underwriting securities
Mr. DECKER. No, sir; absolutely not.
Mr. SEIBERLING. Should the holding company?
Mr. DECKER. No, sir; absolutely not.
Mr. SEIBERLING. How many subsidiaries have you in this holding

company?
Mr. DECKER. One hundred and ten.
Mr. SEIBERLING. What are these investment companies?
Mr. DECKER. They are companies in four or five centers who

handle securities, underwriting sales of securities, bonds, and, 10
some instances, stock.
Mr. SEIBERLING. And they own stocks, do they?
Mr. DECKER. Own them?
Mr. SEnstEamico. Yes.
Mr. DECKER. No, sir.
Mr. SEIBERLING. Have you any subsidiaries that own stocks?
Mr. DECKER. They might take up a stock they had underwritten

until they had sold it, but they would be more cautious of the stocks.
Of course, there is no halo around bonds. Many people would rather
have stock in some company than bonds in others.
Mr. SEIBERLING. Then, you have, counting all of your subsidiariesi

one hundred and some corporations

a
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Mr. DECKER. Right.
Mr. SEniERuNo. I think that is all.
Mr. LErrs. I intended to ask one question I overlooked.
Mr. STRONG. All right.
Mr. LErrs. I wanted to inquire whether or not you have been ap-

P,roached by any other large interest, such as the Transamerica
0 Corporation or this new one, the Manhattan Corporation, or what-

ever its name is, to sell out?
. Mr. DECKER. Not directly. We have been approached, not know-
Ing whom the parties represented, and we told them that we were
not interested.38

so Mr. LErrs. I asked that because I have an idea that there will be
34 H 
a

tendency to spread across the country.
Mr. DECKER. Very naturally. It indicates we have something

'Worth having.
42 Mr. STRONG. Mrs. Pratt, you are next.

Mrs. PEArr. Most of the questions that I had in mind have been
covered by others.thig I would like to ask Mr. Decker a question, and perhaps I will beifer excused if I make a statement first.hat
I judge from your testimony here that you feel, from the way it

has worked out in your district, that the solution to the bankingon troubles of this country is in group banking?
e Mr. DEcKER. Yes.

Mrs. Plum It has been stated here that the purpose of any pro-m) Posed legislation would be to give to the smaller districts, whereese there have been bank failures due to frozen credits, and so on, aare toore fundamentally sound banking system. I think you said thatind ':;111 felt that those districts would be perhaps better taken care ofing 9, a branch banking system.
Mr. DECKER. The very small ones. I would draw the line here in

; as town so small or inconsequential that it could not support a unit
eS °link, no matter who owned the stock, whether it was in our group

9r out, and make it profitable, and yet a town large enough so that
It was entitled to banking facilities. In such a town I see no other
solution than what you might call a branch or a teller's window.Log 
N. 

can illustrate that possibly by what took place in Jamestown,
„o• Dak. There were four or five banks in Jamestown, and all of
teem were in more or less trouble. They had within a radius of 15
or 20 miles, 15 or 20 small banks, many of which were owned by the

vh0 ,s!tale people who owned the bank in Jamestown. The whole situa-ia „Lton was bad, and my honest opinion is that the whole thing would
nave collapsed without any doubt.
The First Bank Stock Corporation, of which Mr. Wakefield is

President, and ourselves, at earnest solicitation, went out there and

them 
the Jamestown banks into two good banks and cleaned

IeLem um and then these banks within a radius of 15 or 20 miles
Which they had owned and which they said never could make any

teo 43oney, of their own accord dissolved and told their customers to
ks• rude into Jamestown to do their banking.
her Now, that could not be done in every case, but it was done in that

ease. If there was a town out from Jamestown so far that it would[est really be a great inconvenience to force them to go into Jamestown
every time they wanted to make a deposit or do any banking busi-
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ness, one of these banks in Jamestown, if permitted to do so legallY,
could establish a branch or even have a teller's window.
We have had them come to us and ask us to let them make deposits

in the drug stores, which they were willing to do if they could only
get their money into our bank, because they felt that our bank
was safe.
Now, I say that if a branch banking law were to be legalized in

this country, I would suggest starting on a very small scale—
possibly, for argument's sake, say county-seat branch banking. and
then allow it to develop and see whether it is a better system than
the other.
Mrs. PRATT. Would you feel that under the group system yon

could eventually take care of the whole situation without branch
banking?
Mr. DECKER. It would be more difficult and more expensive.
Mrs. Paierr. And you would not advocate branch banking fron!

your group system? You would advocate a separate branch system
Mr. DECKER. I am not advocating one or the other. I would have

no objection and I see no objection to a branch banking system in
trade areas, provided that you do not undertake to upset the gronP
banking system which is now in existence, but if the one were to be
forced at the exclusion or termination of the other, in my judgment
it would be disastrous.

Mrs. PRATT. And you feel that really the only way to take carte
of these small communities at the present time is through a brawn
banking system?
Mr. ECKER. Except as they are willing to come to the centers

or if the town is large enough to support a unit bank.
Now, let me qualify that to this extent. You can go into certain

sections of Iowa where the country is very thickly settled and veil
prosperous, and, notwithstanding some reports to the contrary, there
are many small banks that are very prosperous. I happen to know
of one group of small banks there where the profits are so much
larger than our own that it makes us look like 30 cents. But, when
you get to the sparsely settled regions of the Dakotas and Montana,
it is quite different; it just is not the cards for a small unit bank
to make a living; it is not there. So many of their prerogatives
have been taken away. They no longer loan money on mortgages
at a profit; they no longer have land, their insurance has been taken 

iaway from them, and they can not handle securities because there 5
little demand for them, and their overhead is so great and their,
taxes so high that they can not make money enough to take care 01
their losses, to say nothing of their operating expenses.
Mrs. Plum But you have, through your group system, plc'

tically cleaned up the area through which you operate, have you
not?
Mr. DECKER. No; we have hardly started. Generally speaking,

we have taken banks in key towns.
Mrs. PRATE What I meant was that you have taken care of those

communities where there have been failures.
Mr. DECKER. Not in every instance, no. We have taken banks

largely in key points, as we call them, feeling that if we had in
North Dakota, for instance, 15 important points where there were
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Sound banks, the State would not suffer very greatly, at least in
emnparison with the condition that they had been in.
Now, we have soft-pedalled, so to speak, on reaching out further

n.nd taking more banks, partly out of respect, as I stated this morn-
g, to the Secretary of the Treasury, who said he hoped that group

ranking would proceed moderately until this whole question has
Peen considered. We do not want to go ahead, Mr. Wakefield's
group and ours; we could go out and in 12 months take in 500 banks
Without any question whatever, and they would be delighted to
mine in on almost any kind of a basis. If this committee wants to
asume the responsibility of saying, "Go ahead and do it," we will
get busy, but while the question is being agitated nationally we felt
It was no more than decent for us to slow up a little until we saw
What action Congress was going to take. and we knew better our-
selves how far we could find it profitable to go because we are not
a philanthropic institution, and neither is any other banker or
group of bankers, because you can not get away from the fundamental
,Principle that banks have got to make money or go broke. We have
nad it demonstrated many times.
Mrs. PRArr. You feel that the group system, or banks operating

Inkler a group system, gives a greater stimulus and initiative to local
Industries, do you not, than, say, a branch banking system?
, Mr. DECKER. Very greatly, Mrs. Pratt. I can not help but feel

t.Nnat a system of branch • banking in this country such as exists in
-e.ngland, with five banks, we will say, controlling the banking in-
!er.ests of the United States, will be almost a death-knell to the

itiative of the American people. Their whole training and tradi-
t,lons are contrary to it; they rebel against it, and I share that
'eeling with them.
Mrs. Pam. The Comptroller of the Currency, and I do not know

Whether Governor Young made the statement, but it was made here
,several times, said that it was desirable to decentralize credit and to
,nave a greater number of credit centers throughout the country.
would you subscribe to that?
Mr. DECKER. Absolutely, but those centers must be large enough

arld strong enough to be of some consequence, or you accomplish
hothing. We, therefore, have set up a unit which in diversification
mid size we believe is large enough.
I want to make this perfectly clear, that we are in a very much

Inore independent position of New York financially to-day than we
Liver were in the history of that country. There is no comparison.
When Mr. Wakefield and I go down to New York to-day, they sit
1P and take notice. Why? We do not represent just one little
"ank that they can do what they please with; we represent an aggre-

gation of capital and an aggregation of men and an aggregation ofDrains in different lines of business, so that they have a wholesale
respect for us, and any deals we have with them are entered into.
to-day on a very much different basis than they were formerly.
Do I make that clear?
Mrs. PRATT. Yes; perfectly clear.
I think that is all.
Mr. STRONG. Mr. Wingo.

A
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Mr. WINGO. Do you know of any incentive that leads men to invest
their money or keep it invested in the banking business when it
no longer profitable?
Mr. DECKER. No, sir.
Mr. WINGO. That is sometimes done in a local community to pr

tect a local bank, it is not, but that is an exception?
Mr. DECKER. Yes

' 
and that time has gone, Mr. Wingo.

Mr. WING°. As I gathered from your statement, in your opini4
the day of the independent unit bank has passed?
Mr. DECKER. No, I would not say that. I would say that in the

very small town, yes.
Mr. WINGO. Except in the larger communities?
Mr. DECKER. Yes.
Mr. WING°. What would you call a small town? What would be

the limit, under your theory? If nothing is done and the natural
trend of things is not interfered with, in what towns or in what size
towns would the individual bank survive, in a State where branch
banking is permitted statewide?
Mr. DECKER. Well, for instance, like California?
Mr. Wricao. Take any illustration that you care to give.
Mr. DECKER. We have not had any experience, Mr. Wingo, so

would be difficult for me to answer that.
Mr. WINGO. I was just trying to get your opinion. You said that

in your opinion the independent unit bank had passed in the smaller
towns. What did you have in mind there?
Mr. DECKER. It is not entirely the size of the town. It is the

amount of business which they can acquire. A town might be verY
small and still have quite a rich farming community around it, and
it might have considerable deposits, much larger than the size of the
town itself would indicate.
Mr. Wniao. But that is an exception. Just take the general run

.of towns in your country, in which you are doing business. What
do you have in mind as to the size of the town from which the unit
bank will probably pass and which will have to be served either hi
group banking or by branch banking?
Mr. DECKER. Perhaps I can best answer with these statistics: The

statistics show that during the last 8-year period, between 1921
and 1928, inclusive, 63 per cent of the bank suspensions were in banks
with capital stock of $25,000 or less; 40 per cent were in towns with
less than 500 population; 20 per cent were in towns of less than
1,000 population, and 19 per cent in towns of less than 2,500.
Mr. WINGO. That is interesting, and we have had those statistics

and I have been studying them for months, but that does not answer
my question. You stated in response to my question, that the day of
the independent unit bank was passing, and you said that was on11
true of small towns. What size town did you have in your mind
when you made that statement?
Mr. DECKER. I did not have any particular size in mind. I had

mind the town which was not large enough to enable a bank to make
a profit.
Mr. WINGO. What, in your mind, in your territory is the size of

that town?
Mr. DECKER. I would not want to say. I have not had enough

experience to tell.
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, Mr. WINCH). Do you think, having in mind the natural trend of
winking, that the independent unit bank is going to survive in corn-
Unities of less than 5,000 or 10,000 population?
Mr. DECKER. I think it can easily survive in towns of 5,000.
Mr. WINGO. Do you think that the independent unit bank can

survive in a town in competition either with a unit of a group
banking or of a chain banking system or branch of a branch banking
83'stem I
Mr. DECKER. I do not know. I think only time will tell.
Mr. WiNao. You have not studied that question?
Mr. DECKER. The competition will be not of size, but of service.
Mr. WING°. That is the point I am getting at.
Mr. DECKER. I think it will be increasingly difficult for the inde-

Pendent unit.
. Mr. Wirmo. Is there any reason why competition in banking serv-
ice will affect the maintenance of the different units of banking any
dIfferently than in the case of grocers or hardware stores, or anything
else ?
,Mr. DECKER. Yes; because banking is based on confidence. A man

Will go into a grocery store and buy a dozen oranges, and he does
pot care who he is dealing with, but when he goes in a bank there
is the personal equation brought in, and there is the safety of the
bi.tnk and the friendliness indicated in loaning money, and it is very
different from getting on a street car and paying 10 cents for a ride.
Mr. WING°. What is the total outstanding capital at the present

tune of your holding corporations?
Mr. DECKER. Approximately 1,600,000 shares, at $50 a share, par

value, about $80,000,000.
Mr. WING°. And how much of that is invested in the capital of

the banks or subsidiary corporations?
Mr. DECKER. All of it except about, say, $12,000,000, which is in

cash or its equivalent.
Mr. WINGO. And that sum represents what you called the liquid

assets that you set apart?
Mr. DECKER. Yes, sir.
Mr. WiNuo. You are keeping over 10 per cent of the liquid assets

R s reserve?
Mr. DECKER. Right.
Mr. Wpm. Your experience has shown you that that is ample in

the group banking system?
, Mr. DECKER. As far as we have gone so far. That is not in the
,oanking system; that has nothing whatever to do with the individual
Willits. We do not take $1 out of any of the banks in our group,
e.xcept the usual dividends paid. All the rest of the earnings remain
in the individual bank, not a nickel in the holding company.
Mr. WiNno. You stated that von felt like keeping a certain amount

of the liquid assets in the holaing corporation to meet emergencies
that might arise in some of these banks.
Mr. DECKER. That is right.
Mr. Wpm. I was wondering whether or not you had operated

to the extent where probably you had established in your mind what
Would be a fair reserve—we will call it a reserve; it is comparable
to the reserve for deposits in the bank.
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Mr. DECKER. I would say that our experience up to date would
indicate about 10 per cent or 15 per cent.
Mr. Wirruo. In response to one or two questions by Mr. BeedY,

you said something about its being better for Congress to proceed
slowly and to "let nature take its course." I suspect that that ex•
pression has a different meaning in Maine than in your country?
Mr. DECKER. The gentleman here corrected me on that.
Mr. Wproo. As I understand, you mean that the credit necessities

of the changing economic structure naturally will follow these eco-
nomic changes?
Mr. DECKER. Right.
Mr. WINGO. And you think it is better to wait until you see what

is going to be the final trend of this economic structure before you
undertake to fix the final set-up of your credit structure to serve
that economic structure; is that your thought?
Mr. DECKER. Will you repeat that, please?
Mr. WINGO. I got this thought when you first answered that, in

view of something that you had said earlier in the day. Of course,
we all agree that the credit machinery has to bend and to conform
to the economic machinery—the structure which it serves.
Mr. DECKER. Right.
Mr. Wirmo. And that with the change that is rapidly going on ill

the economic structure and industrial organization of America there
is a tendency toward larger units?
Mr. DECKER. Yes.
Mr. WiNno. With mass production and resulting economies and

all that talk that we are all familiar with, I took it that your thought
was, when you said we ought to let nature take its course, that it
would be better for the legislative body to wait until we had a settled
economic structure that you thought was going to represent the
general trend for some time, before we undertook to finally shape the
credit machinery that would serve that economic structure?
Mr. DECKER. That was not exactly correct. What I meant was

this: That there are forces at work, naturally, to-day correcting this
situation, through group banking and otherwise, so that there is
not the same necessity for haste on the part of Congress as there
would be if those forces were not correcting the situation; and that
the reason I thought it was wise for Congress to take its time was
not so much to await developments but to make an exhaustive study
of what the needs would be. If this committee of Congress, for
instance, had sufficiently studied this question so that they were
satisfied they had its solution, I would not wait for any develop-
ment; but I do not believe that any one person in the United States
to-day knows just what form this legislation should take, and that
being the case, I see nothing in the present situation which calls for
precipitant action without due and exhaustive study.
Mr. Wricao. The natural trend, you think, beyond all question,

is toward group and chain and branch banking?
Mr. DECKER. Undoubtedly.
Mr. WINGO. Undoubtedly, you think?
Mr. DECKER. Undoubtedly.
Mr. WiNno. What distinction do you make between group bank-

ing and chain banking?

kL
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, Mr. DECKER. There is a very decided difference. Chain banking is
largely small banks, or, perhaps, a little larger bank, operated more
nearly like branches and owned and operated by a holding company,
Which is in turn owned and dominated by 2, 3, 4, or 5 men.
Mr. WING°. There is a difference, then, only in the spirit and

uoraination of management?
Mr. DECKER. No. Group banking consists in the joining of strong

bank, large or small, goods banks that can make money, each one
of which is presided over by a local board of directors and local
rn,anagement and not dominated in the same way that a bank in a
e.nain is, and the parent company in group banking like ours is pre-
sided over by 126 directors1 all of whom are successful men, so that
Pu have not the domination of 1, 2, 3, or 4 men, for no matter
°ow good they might be, they might be tempted to do some things
Which should not be done. In other words, it is utterly impossible
With 126 directors in our corporation to join in any movement that
Would weaken or undermine our banking structure.
Mr. Wiwoo. You said that there were 500 banks that were anxious

to come into your system—
Mr. DECKER. I think that is about right.
Mr. "Wpm. If you had not decided to go slow on account of the

811 estion of the Secretary of the Treasury.
Mr. DECKER. Yes, sir.
Mr. WINGO. Naturally the inquiry in my mind was why there had

not been another group formed to take over these 500, if they are
ao enamored of the group-banking system.
Mr. DECKER. Well, it makes no difference how much they are

48namored of it; the fact is that these so-called 500 banks that wishedr join our group have evidently not interested some one with suf-
oeient capital and brains and organization to take them and form a
group.
• Mr. WING°. And they are attracted by the brains and the success
ln the operation of your corporation—that is the reason they come
to it?
• Mr. DECKER. Let me make clear another thing. In my judgment
It Would be impossible to successfully form a group system of bank-
"g unless it was centered around one or two, at least, very strong,
auccessful banks in an important center. It would have to head up
111 one or two very strong banks or it would not be a success.
Mr. Wpm. And I believe you stated earlier in the day that, after

all, the success or failure of a bank largely depended upon its man-
agement?
Mr. DECKER. Yes; and its location in a place where it is possible

to make money.
Mr. WING°. Yes. The success or failure of the average bank will

depend largely1 like the success or failure of the average industrial
Plant, automobile corporation, or any other, upon the ability and the
efficieng of the managing brains?
Mr. DECKER. Right.
Mr. WIN 00. Management is three-fourths of it?
Mr. DECKER. Well, I would say nearer seven-eighths.
Mr. WINGO. All right. In these groups that you have just spoken

of there is danger of deterioration when they lose these few choice
1ool:tc---2o--‘01 1 F. r '4 LL
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executives which attract these banks now. Take these 500 banks, for
instance; if you and these other executives who have proven their
ability were to pass out, do you think they would be less inclined to
get into your group?
Mr. DECKER. I think you would always find in our organization

young men coming along who are smarter and abler than we are
Mr. Wirrno. The perpetuity and continual growth of the strength

of your corporation depends upon your ability to train additional
executives to take the place of your men as they drop out?
Mr. DECKER. Absolutely; and we have a school for that purpose.
Mr. Wimio. Do you think there is any unhappiness in the business

world in the fear that possibly we will not be able to get enough
trained executives to handle these larger units?
Mr. DECKER. In banks?
Mr. Wnicio. Banks and everything else. I have been led to believe,

in my conversation with men, that there was this fear. They believe
in these economies of mass production, and so on, but their chief
fear was that they would not be able to find men with the executive
ability and training that can make a success of the operation.
Mr. DECKER. I think that is answered by the greater opportuniy

for the development of young men at large salaries and profit-shar-
ing plans which make these young men independent, and a great
deal more independent, Mr. Wingo, in my judgment, in most cases
than they would be if in business for themselves.
Mr. Wirmo. As I understood, your suggestion was that you went

out of your trade area, or your Federal reserve district, down inW
Iowa and Nebraska in order to get diversification?
Mr. DECKER. Yes.
Mr. WING°. Or, rather, you cited that as one of the benefits that

flowed from your going down there; that that gave your corporation
a diversity of investments or banking operations which added to the
strength and security as well as the profits of your institution?
Mr. DECKER. Right.
Mr. WINGO. You suggested that you would limit branch banking

to say, a county seat or a small area; that possibly the set-up you
thought would be available would be a group system, and, say, here
in a large town—we will take a county seat for an arbitrary iflustra-
tion—will be one of your sound and capable group banks, a unit of
your group. Then your theory will be that that unit of your group
will be permitted to have tellers windows or branches in these smaller
towns in that county or immediate area that would not be able to
maintain profitably a separate independent unit bank?
Mr. DECKER. Right.
Mr. Wirrao. If it is necessary, in order to give strength to a group

system, to have a wide diversity of business and of area, why 15,
it not also true of the branch? Would you not have a failure 01
diversity of business if you had that branch confined to that one
county?
Mr. DECKER. I have no objection whatever, Mr. Wingo, to the

branch privilege being extended over that entire trade area so long
as you do not disturb the group bank which is in existence to-daY.
If you will allow the two to compete with each other, you can make
the trade area in branch banking just as large as you please, and
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if that proves to be the better plan and people like it better, Mr.
Wakefield and I will be delighted to take that.
, Mr. WINGO. You put your finger on the real situation, and that
18 this, that in spite of the efforts to restrict concentration of capital,
both in industry and banking, as represented by laws of Congress
and as represented by banking laws and other laws of the different
States, the combination of the leaders of industry and banking, of
necessity, finding these other concentrations of capital, have found
a Way to develop those larger concentrations, and you think, I
gathered, that even if we changed these laws, these same men will
through these combinations find a way to meet the changing necessi-
ties of the day?
Mr. DECKER. Yes; if you do not interfere with existing conditions;

but my judgment is that if branch banking were authorized over
our entire so-called trade area, or the area which the Northwest
ancorporation is operating to-day, and group banking were in

some way legally forbidden that it would result in disaster.
Mr. Wpm°. But if we left the situation as it is now, the determi-

nation whether group banking or branch banking would prevail,
or whether you would have a combination of each, would depend
entirely upon the determination or judgment of the men who were
Putting their capital in the banking business?
Mr. DECKER. Absolutely.
Mr. Wiismo. Do you know of any reason why we should suspect

that those who are engaged in the banking business would have less
difficulty in getting around restraining laws than do the industrial
leaders in getting around the restraining laws with regard to in-
dustrial combinations?
, Mr. DECKER. Well, I think banking is much more dangerous to
tinker with than any other business in the world, because it is the
heart of all business.
Mr. Wnsmo. I agree with you, but you do not catch my question.
there any reason why we, as legislators, could hope that a restric-

tive law restricting the combination and concentration of capital in
banking can be any more effectively enforced than the present laws
restricting the combination of capital in industry?
Mr. DECKER. Well, I do not know.
Mr. Wirmo. It is the same problem, is it not?

, Mr. DECKER. Very largely. Bankers are human; there are good,
°ad, and indifferent ones, but the poor ones do not survive.
Mr. Wnsmo. In other words, if a majority of the men engaged in

the banking business—men whose character and achievements and
ability, as well as their control of funds, command the respect of the
investment and the banking world—make up their minds that a
given form of banking shall be used, they will find a method, do you
not think, to use that form, just like the same type of men in the
industrial world are finding a way to get around the antitrust law?
Mr. DECKER. I have no doubt that they would attempt to find

a way,
Mr. Wiismo. Yes; we know that, but I am not quarreling with you.

The thought I had was this, that I sometimes wonder if there is
not such a thing as the futility of attempting to enforce certain laws,
nnsupported by public sentiment.

-ad
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Mr. DECKER. Against economic laws, absolutely.
Mr. WING:). There are certain economic forces that are rcprt

sented by the conclusions that are registered by leaders of industry
in this country, and those economic forces have in the past
frequently proven superior to either the wisdom or stupidity of
legislative bodies have they not?
Mr. DECKER. Absolutely, and the sooner Congress can determine

what those economic laws are and we go with them instead of against
them, the sooner you will get effective legislation.
Mr. WINGO. You said that branch banks could be operated on

more economical basis than units of a group. What economies 0
operation did you have in mind when you said that?
Mr. DECKER. Less taxes; you could operate on a much smalle

capital. I have the figures here to show that our deposits in pro-
portion to the. total capital investment in our group are much smaller
than in Canada, Great Britain, or any other country that operate:-
entirely on branch banking. If we were to change all of our banks
into branches and make them all branches of the Northwestern
National Bank of Minneapolis, that bank would not require as muchi
capital as the combined capital of all of these banks, and there would
be a great saving there. There would be a saving in the cost of
operation of a branch bank, because it would be run by these so-called
hired men at a great deal less expense; but I am equally certain that
the difference in cost is more than offset by the advantage of our
plan, at least so long as public opinion in that district is as it i
to-day.
Mr. Winsto. Public opinion is changed by propaganda overnight

you are aware of that.
Mr. DECKER. Well, it is changing, but it is not merely public opin

ion; it is local pride, a very desirable thing to have, to maintain, an
not to destroy, I think.
Mr. Wilco°. Are you an attorney?
Mr. DECKER. Not yet.
Mr. WING°. You made the statement that if your system were

turned into a branch banking system, then the local branches in the
States other than the States where the parent corporation is located
would not pay any taxes.
Mr. DECKER. Personal property taxes.
Mr. Wmoo. What attorney gave you that opinion?
Mr. DECKER. No attorney did. All I know is that the banks iD

North Dakota are paying in about $150,000 a year in personal prop
erty taxes, on the capital stock of those banks.
Mr. Wmoo. Do you mean to say that if a bank in Minneapolis had

a branch in South Dakota, the branch would not pay any personal
property tax in South Dakota?
Mr. DECKER. Not unless they enact a new law.
Mr. WiNcio. Have they not a personal property tax out there?
Mr. DECKER. I understand so.
Mr. WINGO. How can they escape it
Mr. DECKER. Mr. Washburn here is a lawyer.
Mr. WING°. They would tax you on real estate and on the capital:

out there.
Mr. DECKER. There would be no capital there.
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Mr. WINGO. No capital?
Mr. DECKER. No, sir.
Mr. Wpm°. They might do like some of the States, require these

foreign corporations to estimate the amount of capital used in the
State and then that would be the basis of a contest in the courts.
Mr. WASHBURN. Perhaps so, but they would have to pass a new

law.
Mr. WiNoo. Do you think Congress would permit a corporation to

escape taxes like that
Mr. WASHBIIRN. Section 5219 now covers that.
Mr. WIND:). Your corporation is a Delaware corporation, is it?
Mr. DECKER. Yes, the holding company.
Mr. WINGO. Suppose that you had a corporation with branches in

'other States; if it is a State corporation, section 5219 would not
apply to it, and you gentlemen might say that they would escape
local taxes.
Mr. DECKER. No, the corporation which would have branches

Would be the Northwestern National Bank of Minneapolis. The
North w es t Bancorporation would be dissolved.
Mr. Wpm. You say that under a branch banking system that the

branches would not pay any taxes because the situs of the branch
Was in a different State than the situs of the home bank?
Mr. DECKER. I assume that. Perhaps I may be wrong.
Mr. WI/quo. I think you are in error, but you may be right. I am

ilet much of a lawyer, and I am mistaken frequently, but I think you
are now.
Mr. DECKER. Very likely.
Mr. WINGO. Mr. Chairman, I believe I will forego the other ques-

tions so as to give these gentlemen an equal opportunity with mine.
Mr. STRONG. MT. Fort.
Mr. FORT. Mr. Decker, you have said that your banks, with the

exception of three or four, do not deal in securities—is that correct?
Mr. DECKER. Well, the banks themselves in no case deal in securi-

ties.
Mr. FORT. Either as underwriters or otherwise?
Mr. DECKER. No, sir; except as they buy them for their own

investment.
Mr. Foirr. They do not enter into underwriting?
Mr. DECKER. 140, sir.
Mr. Fowl% But they have affiliates in some cases?
Mr. DECKER. Yes, sir; corporations capitalized for that purpose.
Mr. FORT. With the same officers as the officers of the bank?
Mr. DECKER. Not entirely. They are expert inn in that particular

line.
Mr. FORT. Do you feel in these modern days, when so many of

the loans of banks are upon collateral, that it is wise for the same
inen to act both as officers of an affiliate underwriting securities and
as officers of the bank making loans on those identical securities?
Mr. DECKER. I think it is an element of safety, because the securi-

ties company affiliated either directly or indirectly with a strong
hank will be more conservative than a securities company which is
not affiliated with a strong bank.
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Mr. Foirr. You think that there would be no feeling of obligation
on the part of the bank to grant greater loans on securities sold to
its customers by its affiliate than it would grant on securities sold
to its customers by others?
Mr. DECKER. Not the slightest obligation. In fact, in our own

bank, we do not even know what securities the securities companY
is handling, unless it is a special one that has been brought to our
attention. We pay no attention to that whatever.
Mr. Fowl% Some of your banks are incorporated under Federal

law, under the national bank law, and some under State laws, are
they not?
Mr. DECKER. That is correct.
Mr. FORT. Do you see any advantage or any disadvantage to be

had by having uniformity of both State and national laws?
Mr. DECKER. Very great.
Mr. FORT. Which way should it be—uniform or not?
Mr. DECKER. Uniform.
Mr. FORT. Would it be your judgment that the national code, its

it now stands, is a better banking code than the State codes?
Mr. DECKER. I think, as a rule, yes. Many of the State codes,

however, are modeled after the national. Our own is in Minnesota.
Mr. FORT. How many banks are there in your own group?
Mr. DECKER. Ninety-eight.
Mr. FORT. And how many in Mr. Wakefield's group?
Mr. DECKER. About 93.
Mr. FORT. How many member banks are there in the Ninth Fed-

eral Reserve District?
Mr. DECKER. Members of the Federal reserve system, you want?
Mr. FORT. Yes; the total number.
Mr. WAKEFIELD. There are over 300 and some odd banks which

are members.
Mr. FORT. The story has been told to some of us that your two

corporations combined own sufficient banks to give you, acting
jointly, the power to elect the directors of the Federal Reserve Bank
of Minneapolis. Is that true or not?
Mr. DECKER. I do not know. I have not taken the trouble to even

look it up. I have absolutely no interest in it, because I do not
know what in the world we would do with the Federal Reserve
Bank if we did control it.
Mr. FORT. Do you feel that it is a desirable situation that an in-

strumentality of the Government, such as the Federal reserve bank,
should be subject to control as to its directorate by any single group?
Mr. DECKER. No, absolutely not.
Mr. FORT. Or any combination of a couple of groups, working

together?
Mr. DECKER. Well, it would be just a question of which would

secure the better management of the Federal reserve bank.
Mr. FORT. But, the distinction being that the Federal reserve

bank is a Federal instrumentality? do you think it ought to be
allowed to be controlled by a relatively small number of men in a
district ?
Mr. DECKER. I should think it would be better if it were not, and

certainly we have not the slightest desire to control it.
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Mr. FORT. You have said, and quite wisely, that we should be
very slow to legislate in this question, and I think you have shown
a very fine spirit in your view that you should be slow to proceed
to scramble anything that we might feel ought to be unscrambled.
Mr. DECKER. Right.
Mr. FORT. Do you think that it would be wise for us to request

the banks of the United States generally to withhold group and
roe.rger action until we can reach a decision?

Nfr. DECKER. Well, I should doubt it.
, Mr. FORT. Your own procedure has indicated that you feel that
is What should be done.
Mr. DECKER. Well2 in the meantime there might be delay in op-

erations which are distinctly of service to the business of the coun-
try. I never had the thought presented to me before of Congress

they 
to the public that some day it is going to pass a law and

'ney had better hold off until Congress decides what the law
Shall be.
Mr. FORT. Of course, a great deal of this has to meet the approval

Of Federal officers.
Mr. DECKER. I think it would be very proper for the Comptroller

9f the Currency to keep very close supervision of what is going on
Y1 the country in the way of group banking, to see that nothing
la done which would indicate a stock-jobbing plan or a manipulation
,of banks, and if he saw the slightest evidence of it, I think it would
be very proper for this committee to charge him with keeping a
Closer watch to see that no damage was done.
Mr. FORT. A merger of a national bank has to be with the consent

of the Comptroller of the Currency?
Mr. DECKER. Right.
Mr. FORT. That he could control absolutely.
Mr. DECKER. Yes, sir. I would have no objection whatever to the

uomptroller of the Currency being informed of every acquisition
,we propose to make, and I think we could satisfy him or at least
as would agree with us or we would agree with him as to whether
It Was wise to go ahead, if it were a national bank.
Mr. FORT. 1 011 were asked a question or two about the operation

of the fiduciary powers of banks in connection with the buying and
selling of securities. Do you see any reason, Mr. Decker, why the
same relation should not exist between a bank as trustee and its
Stui que trust as the relation that exists between an individual

trustee and the cestui que trust?
Mr. DECKER. Yes.
Mr. FORT. What?
Mr. DECKER. A bank is a large holder of people's money on de-

Posit. We have felt in our own case that it was better to have the
trust in an absolutely separate and distinct trust company, because
under our own State laws, and therefore in the case of the Northwest-
til Bank, we have no trust department. The trust company

is managed by specialized men. It is a very dangerous, very com-
Plicated, and a very intricate business; it requires expert training
Particularly on the part of lawyers who have no knowledge whatever
of commercial banking or even investment banking except as their
trusts are buyers of securities.
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Mr. FORT. I think you answered the previous question as though
you differed with me. What I had in mind was this: That the or-
dinary private trustee may not, directly or indirectly, in any trans-
action with the trust make any profit of any sort or description other
than the commission.
Mr. DECKER. Right.
Mr. For. In Kentucky they have a law that the bank must pay 8

minimum of 5 per cent interest on all funds on deposit with itself
where it is the trustee and must further allow whatever it makes oil
other funds in its hands as interest to the depositor. That rule
would apply to the individual trustee if he retained any moneys
of the trust. Is there any reason for distinction in favor of a
over an individual trustee?
Mr. DECKER. I do not think any bank or any individual trust(

can afford to pay 5 per cent on trust funds and invest them in prop(
securities.
Mr. FORT. I said funds on deposit in those banks acting as trusteo
Mr. DECKER. Yes; but they must carry reserves against those di

posits. My judgment is that they can not invest them safely al'
get such a rate of interest on the deposit.
Mr. FORT. The rule in Kentucky, as I understand it, is that it niu-t

pay all that it makes on its own trust funds and that it may 11,
deposit at 2 per cent, for instance, trust funds in its own checkill
department while awaiting investment.
Mr. DECKER. We are not permitted to keep our own trust fund

in the trust company at all.
Mr. FORT. Do you believe in that?
Mr. DECKER. Absolutely.
Mr. Fora. Then the question of the rate of interest become- ill)

material.
Mr. DECKER. And we have to go out and compete in the opev

market for the interest you can get.
Mr. FORT. I think that is eminently correct.
Chain banking, as we have it to some extent in my State, has

taken the form of ownership of the stock of one bank by another
bank. Are your banks permitted to own stock in other banks?
Mr. DECKER. No, sir; except in foreign banking corporation:, :111'

then with the consent of the Comptroller of the Currency.
Mr. Foirr. How about your State banks and trust companies
Mr. DECKER. They are not permitted to own stock in any corpora

tion.
Mr. FORT. Are your trust companies?
Mr. DECKER. NO, Sir.
Mr. FORT. So there is no cross-ownership of stock anywhere II

your system?
Mr. DECKED' No, sir.
Mr. FORT. In a group system such as this, in those States that per,

mit banks to own stock, they ought not to be permitted to own stoa
in the company that owns the control of them, ought they?
Mr. DECKER. Certainly not.
Mr. FORT. Or cross-stock ownership in each other?
Mr. DECKER. No, sir.
Mr. FORT. Your suggestion of teller's windows in the smaller

towns which are not big enough to maintain a unit bank brings ul
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this question: Would you limit those teller's windows to those corn-
%unities where there was no unit bank?
Mr. DECKER. Well, I think the natural result would be that if there

Was a unit bank in that town and it was unprofitable, they would cer-
tainly want to go out of business and would immediately go to the
bank which was authorized to start a branch there or a so-called
teller's window, and if they had assets that were of any value at all,
the two would get together.
Mr. FORT. Yes; but let us take the towns where there is a unit bank

and where it might be thought that there was also room for a teller's
Window; would you have the teller's window go in and compete with
the unit bank?
Mr. DECKER. I would not fear that, because the bank would not

start a branch there without the approval of the Comptroller of the
Currency if it were a national bank, or without the approval of the
State department of banking if it were a State bank, so that I think
that that check would take care of it.
Mr. FORT. But we are considering here the possible adoption of

branch banking through trade areas, and in formulating legislation
Should we permit the Northwestern National Bank of Minneapolis, as
an example, to establish a branch or a teller's window in a town al-
ready possessing unit banks?
Mr. DECKER. Certainly, with the consent of the Comptroller of the

Currency; otherwise they could only have a branch in some place
Where there was not a unit bank. The probabilities are that they
could not make any money there.
Mr. FORT. I am not speaking of your organization in the North-

west, but, generally speaking, men being human, would not the power
to establish a branch in competition with a unit bank have the result
of forcing the unit bank to become a member of a group, if you
wanted it
Mr. DECKER. Well, I think that if that privilege were given, it

eould only be operated with the consent of the Comptroller, and the
danger would be very greatly minimized.
Mr. FORT. Not so long, would it, as you have a duplicate system of

State and national banks and you have in your group members of
both?
Mr. DECKER. If the group continues, I see no objection whatever

to saying that you could not put in a branch where there is a unit
?oak, but if you are talking about branch banking exclusively, that
la, doing away with group banking and having nothing but either
trade area branch banking or absolute unit banking, group banking

chain banking to be done away with entirely, then that is a
qifferent question.
, Mr. FORT. I was talking on the theory of a possible extension of
r:Inch banking privileges without an effective prohibition of group

or chain banking.
Mr. DECKER. Well, then, we have no objection whatever to branch

°anking being restricted to towns where there are no unit banks.
Mr. FORT. Would it or would it not be a sounder piece of legisla-

tion?
, Mr. DECKER. Well, that is a pretty delicate question. I do not
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Mr. FORT. The theory being whether we want to permit conipe
tition from a big bank in a metropolitan center—
Mr. DECKER. I see your point.
Mr. FORT (continuing). With a locally controlled bank which

desires to remain independent.
Mr. DECKER. If you prohibited the larger bank from having

branch in that town, how are you going to serve the people?
Mr. FORT. Presumably the unit bank will not continue unless it i

profitable, as you very ably pointed out.
Mr. DECKER. You would wait until they were ready to quit?
Mr. FORT. In other words, you would either have to wait until the:

were ready to quit the locality or else you would have to permit
big bank like yours to go in and put up a form of competition tha
the local bank could not stand.
Mr. DECKER. I still think I would not make that restriction so

long as the larger bank could not put a branch in the town where
there was a unit bank except with the consent of the Comptrolle
of the Currency. If you want to entirely eliminate the competitiot
between the State and the national system—and, of course, the smal
bank in most cases will be the State bank—then you immediate,
say to the national bank, "You can not go into a town where there is
a State bank," and I do not believe that that would be in the interest
of the national banking system.
Mr. Forr. I see that view; I had not thought of that.
One other line of questions. You have explained, and I think

entirely proper, the reasons for the different rates of interest that
are paid by local banks in your group to depositors. Do those saw'
reasons apply as to the rates of interest that should be paid to the
depositors in a branch banking system, or should a branch banking
system pay uniform rates to all of its depositors?
Mr. DECKER. Well—
Mr. FORT. The investment of funds is identical.
Mr. DECKER. I have had no experience in branch banking, but ni!

first thought would be that in all probability under branch bankini
they would pay the same rate at all points, and I think the Canadial
banks do that. I think that would be a natural development.
Mr. FORT. Of course, if we were going to allow branch bankini

to compete with unit banking, they could go in and pay a highel
rate of interest.
Mr. DECKER. The unit bank could.
Mr. FORT. The branch in the town where it was competing?
Mr. DECKER. Yes.
Mr. Form. And the question in my mind is, if we are going tc

extend branch banking, should we permit that to be done, or shoulc
we say that since all of these investments gain the same rate ol
interest, whether from Minneapolis or Fargo, you have to pay th(
same rate to your depositor?
Mr. DECKER. I think that would be fair. In other words,

think it would be unfair to let the branch go into a town to-day
where there is a unit bank and try to run that bank out by putting
up the rate. I think that would be grossly unfair, and should la(
curbed.
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Mr. FORT. Or for them to get the money from the town where
they had no competition and paid a minimum rate of interest
there?
Mr. DECKER. I think that is unfair.
Mr. Fowl% And then pay a higher rate where they had

enliTetition V
Mr. DECKER. I think that is unfair.
Mr. FORT. That is all.
Mr. STRONG. Mr. Busby.
Mr. BUSBY. I believe you stated that your authorized capitaliza-

tion was $300,000,000?
Mr. DECKER. Yes, sir.
Mr. BUSBY. And you only have $80,000,000 of that subscribed

and outstanding in stock?
Mr. DECKER. Right.
Mr. BUSBY. And that gives you an additional $220,000,000 to beL 

into play in the operation of your Northwest Bancor-
Poration in the event you decide that you need it?
Mr. DECKER. Yes, sir.

, Mr. BUSBY. What amount of that $80,000,000 outstanding covers
banking operations?
, Mr. DECKER. All except about $12,000,000, which is in cash or
liquid securities.
Mr. BUSBY. Now, what part covers investment trust operations

or securities? Do you have separate corporations organized as in-
vestment security_ organizations?

YMr. DECKER. es, sir.
Mr. BUSBY. How much do they amount to?.
Mr. DECKER. I would have to guess at it, but I would say $3,000,-

000 or $4,000,000.
Mr. BUSBY. Now, you have also your cattle loan financial organiza-

tion. What does that amount to?
Mr. DECKER. I think the capital is $150,000, capital and surplus.
Mr. BUSBY. You told us a while ago of issuing 150,000 shares of

•stock of the holding company, which was taken over by a syndicate
at $72 a share?

Mr. DECKER. At $70. It was offered to the shareholders at 72.
-the underwriters were given two points for underwriting it.
Mr. BUSBY. And, that having been taken over by the underwriters,

they attempted to sell it and the stock market crash came before they
uisposed of it?
Mr. DECKER. No, the stock market crash came long before they

acquired it. They did not pay for it until December 15, or six weeks
after the crash in the stock market.
Mr. BUSBY. What type of organizations composed your under-

Writing syndicate?
Mr. DECKER. Banks, securities companies, bond houses like Harris-

rorbes, Guaranty Trust, Halsey-Stuart, the Continental in 'Illinois,
Pirst Chicago, and others all over the country.
Mr. BUSBY. The greatest number of units included in that number

of 75 which formed the underwriting syndicate were investment trust
c'rganizations, were they not?
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Mr. DECKER. No, none of them were investment trusts. They were
bond and securities houses who buy and sell securities.
Mr. BUSBY. Outright?
Mr. DECKER. Yes, sir.
Mr. BUSBY. The way things turned out, your organization made

$3,000,000 on that adventure, between the price at which it proposed
to repossess them and that at which it sold them?
Mr. DECKER. And we added $2,800,000 to our surplus.
Mr. BUSBY. You outguessed the other fellows?
Mr. DECKER. We thought we did a good piece of merchandisim_

[Laughter.]
Mr. BUSBY. That is the situation all over the country with bank-

that have large banking organizations and that have these subsid
iaries?
Mr. DECKER. Yes, sir.
Mr. BUSBY. They are engaged largely in the merchandising oi

guessing game, as to which one is going to get the better of the
securities operation when it finally is sold out?
Mr. DECKER. Yes, sir.
Mr. BUSBY. Do you not think that that situation has largely

flated the bond and stock markets of the country?
Mr. DECKER. Undoubtedly.
Mr. BUSBY. Do you not think that the credits required by tin

business of the country are much less than the amount, of credit"
that have been extended by operations just described and by banli
loans and call loans?
Mr. DECKER. At the inflated period prior to the crash, yes; to-day.

no.
Mr. BUSBY. A year ago at this time, did your banks maintain 3

large reserve in the New York banks so as to take advantage of the
high rate on the call money market?
Mr. DECKER. Many of them; not with the New York banks.
Mr. BUSBY. I mean in that locality, so as to be available for the

New York Stock Exchange operations.
Mr. DECKER. Many of them loaned money on the Street on (1111

loans and made those loans through a New York bank.
Mr. BUSBY. That is what I mean.
Mr. DECKER. Oh, yes. In our case, it happened at a time when

our elevators were full of grain, and our money was all being used
at home. We did not have any money loaned in Wall Street be-
cause we did not have any to spare.
Mr. BUSBY. I did not say when the crash came; I said a year ago

at this time.
Mr. DECKER. Well, we do not hesitate to loan on the New York

Stock Exchange, so-called brokers' loans, when the money is not
required at home by our own customers.
Mr. BUSBY. Do you not think that the fact that the call loans

commanded an interest rate considerably above that ordinarily
realized in the commercial field that it pulled much money from all
other parts of the country to New York City where those opera-
tions were under way?
Mr. DECKER. Not in our banks. We paid no attention whatever

to the call-rate loan in New York.
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Mr. BUSBY. You could make more money by placing it there.
Mr. DECKER. Yes, temporarily, but we would have driven our

trade away. We loaned to our customers at 6 per cent millions of
dollars when we could have loaned it on the Street at 10 per cent,
an. d it did not tempt us a particle. In the first place, we were not
interested in the other 4 per cent and, in the second place, we thought
that it was safer to lend our money at home.
Mr. BUSBY. Subsidiaries that deal in stocks and bonds are hardly

as stable as the main banking institutions in their operations, are
they?
Mr. DECKER. No sir; they are not as stable.
Mr. BUSBY. And that is the reason why you would prohibit them

from holding and handling trust funds placed as you mentioned a
While ago?
Mr. DECKER. Yes, sir.
Mr. BUSBY. With your banking institution.
Mr. DECKER. But I want to differentiate between the securities

company affiliated with us and the one that is independent on the
Street, because we have a reputation at stake, and naturally our
securities company will decline many underwritings which the pri-
vate banking institution takes over.
, Mr. BUSBY. What would you think of a law that would prohibit
banking institutions from having subsidiaries that engaged in that
Class of marketing?
Mr. DECKER. I think it would be disastrous, because it would leave

the field absolutely over to the private operater, who could raise
more cain than the banks would ever think of.
Mr. BUSBY. It would make banks safer, would it not?
Mr. DECKER. No, sir; not in my judgment.
Mr. BUSBY. Do you not know that a bank that has a subsidiary,

Where that subsidiary is handling an issue of bonds, is going to be
kore lenient toward its own institution than it would toward the
general field of investment?
Mr. DECKER. No, sir; absolutely not.
Mr. BUSBY. Do you not think that those same directors in the

bank as are in the subsidiary, operating for the same purpose, to
secure dividends on investments, would be easier with the invest-
!tents handled by the subsidiary than they would with those corn-

from the general field of investment?
, Mr. DECKER. No, sir. If a customer came in to see me as presi-
dent of the Northwestern National Bank and wanted to borrow
looney on a certain security, and I happened to know that that
security had been handled by our own securities company, I would
scrutinize it more carefully than I would if it came from some other
Place.
Mr. BUSBY. That is a little contrary to human nature, is it not?
Mr. DECKER. No, sir; not in banking. It is contrary to the

teethods of banks that have gone broke.
Mr. BUSBY. I thought you had been putting human nature into

Your banks, until we came to these securities companies, and there
37011 seem to get hard on them.
Mr. DECKER. Any banker who is not hard once in a while won't

°e a banker very long. It is not at all impossible for a bank to be
strict and severe and still be human.
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Mr. BUSBY. NOW? the inflation of 1921 was spread over the coun-
try generally, was it not?
Mr. DECKER. Yes. 1920, I think it was.
Mr. BUSBY. I meant 1920. And then we began to build up a new

method of financing. Instead of borrowing money from a bank.
business enterprises issued stocks and bonds and sold those to the
public generally, and the public all over the country acquired those
investments, did they not?
Mr. DECKER. Yes.
Mr. BUSBY. Those were sold largely on the New York Stock

Exchange and on the other stock exchanges throughout the countrY.
to the public. Do you not believe that the public bought many ot
those with a view to getting a raise in the market rather than getting
dividends on the stocks?
Mr. DECKER. Unquestionably.
Mr. BUSBY. And it was more of a gamble, so far as the public

concerned, than an investment?
Mr. DECKER. Yes.
Mr. BUSBY. And these inflated bank credits and the easy nione

for call loans increased that type of operation on the part of the
people over the country, did it not?
Mr. DECKER. Yes, sir.
Mr. BUSBY. And when the crash came, although it was in another

way from the way the 1921 crash happened, it just as effectively
stifled business and crippled the people financially as the crash Of
1921, did it not?
Mr. DECKER. No. The stock-market crash last year was not the

cause; it was the result. We had been through seven or eight yen
of tremendously rapid expanding business; we were due for
slow-up. It was in evidence six months before the stock market
collapsed, and therefore I think it would have come anyhow, a
slowing up in business, and business is not slow to-day throughoUt
the United States generally because of the stock-market collapse; !t
is slow because we have been going very fast, and naturally it Is
healthy to slow up.
Mr. BUSBY. We were overbuilt in many lines, were we not?
Mr. DECKER. In many cities.
Mr. BUSBY. I am not talking of building in the sense of brick

and mortar, but we were overdeveloped?
Mr. DECKER. We were overtrading.
Mr. BUSBY. If I understand the situation aright, the demand for

increased credits in 1928 was about 3 per cent, while through the
different types of loans made in 1928 increased credit to something
like 8 per cent, and we necessarily had to wait until we caught uP,
with the demands for business to the extent that we had extended
credit in the field of credit operations beyond a safe point compared
with business needs.
Mr. DECKER. Well, when you become too much inflated and yoll

get prices too high, you have got to slow up until your savings au.°
your increase in wealth is able to take care of that situation, and yt
happened in 1893 one way, in 1897 in another way, and last year 01,
still another way, and the next one will probably be different. It al'
goes back to the same thing.

11
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Mr. BUSBY. Are your stocks listed on the Chicago Stock Exchange?
Mr. DECKER. Ours is; yes, sir.
Mr. BUSBY. I notice that last week 2,750 shares—
Mr. DECKER. In the Northwest Bancorporation.

„Xi.. Bum- (continuing). Were sold on the Chicago exchange.
vVhat would prevent outside interests from acquiring a controlling
interest in your holding corporation if its shares are listed in suffi-
cient number on the Chicago exchange?
Mr. DECKER. There is no list of shares, Mr. Busy, on the exchange.

They are simply offers to trade in it. It would make no difference
Whether they were listed or not; it is always a question of buyer and
seller. When those two meet, there is a trade.
Mr. BUSBY. Suppose some one kept on buying until enough of

Your shares were sold to a purchaser—
Mr. DECKER. They never would get them, because the higher the

Price goes, the less the holder is inclined to sell.
Mr. BUSBY. You saw to it that not enough shares in the North-

west Bancorporation are available at any price to the prospective
Purchaser to get control of your institution?
Mr. DECKER. I would say that 90 per cent of our stock belongs to

People who would not consider selling it at any price, and if they
suspected, as they would a long way in advance, a desire to get
control, the proposed purchaser would be checked before he had
started.
Mr. BUSBY. Where did these 2,750 shares that were sold come

from?
Mr. DECKER. I have no idea.
Mr. BUSBY. Just come from somebody who had shares?

, Mr. DECKER. A natural trader. They may have gone into better
nands than before.
Mr. BUSBY. That is all, Mr. Chairman.

, Mr. DECKER. Mr. Chairman and gentlemen of the committee, you
nave been very kind to me.
Mr. STRONG. On the part of the committee, I want to thank you

fox.: your visit here, and the information you have given us.
Mr. DECKER. Thank you.
Mr. &polio. Mr. Wakefield, can you remain over to-morrow

13 I !Zit?
Mr. WAKEFIELD. Yes.
Mr. STRONG. If you can do so, I think it would be very helpful in

that it would give the members of the committee an opportunity to
get from you such information as you are in, position to give us.
Mr. WAKEFIELD. I can spend Wednesday and Thursday here.
Mr. STRONG. That will be very helpful.
Mr. FORT. I move we adjourn.

, (The motion was duly seconded and agreed to, and the committee
'hereupon adjourned until Wednesday morning, April 16, 1930, at
10.30 o'clock.)
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BRANCH, CHAIN, AND GROUP BANKING

WEDNESDAY, APRIL 18, 1930

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

117 ashington, D. C.
The committee met at 10.30 o'clock a. m., in the committee room,

Lapitol, Hon. James G. Strong presiding.

, The ACTING CHAIRMAN (MI Strong in the chair). The commit-
tee will come to order and the hearings will be resumed. Mr. Wake-

eld, of Minneapolis, is present and will address the committee.

'Ir• Wakefield.

STATEMENT OF L. E. WAKEFIELD, VICE PRESIDENT FIRST BANK
STOCK CORPORATION, OF MINNEAPOLIS AND ST. PAUL, MINN.

.Mr. WAKEFIELD. Mr. Chairman and gentlemen, I represent the
Pirst Bank Stock Corporation, of Minneapolis and St. Paul, and I

hate here a prepared statement with copies enough to present to the

arious members of the committee; but in order to get the matter

uefOre you this morning I will give you briefly some of the facts
which are presented in the statement.

As I understand it, the purposes of this committee are to investi-
g, ate the trends which are taking place in the banking business

'

 at-

pt to discover the causes for the recent developments, and to find

af Proper solution of the difficulties which have arisen and enact

the 
which will provide for the conduct of the banking business of

t'le future.
In order to arrive at a satisfactory conclusion concerning matters

Of that kind, it is perhaps essential that we have some of facts

hich have developed the present situation; and in speaking of the
banking business my experience has been entirely within the ninth

-uederal reserve district, in that territory, and the things that I
!Peak of will be those of my own knowledge as existing within that
erritory, and without any pretense on my part of understanding

u„t* of knowing definitely what may be the facts in other sections of

'ne country.
• Our territory was developed and built up from nothing, and dur-

g a long period of years, largely. I think, through the influence

° 1d operation of the so-called unit bank. Small groups of persons
14 communities of various sizes organized banks, and during a great
Illany years successfully operated them, always, in my opinion, with

100136-30—voL 1 PT 8 7 879
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the desire on the part of the people operating them to serve to the

best possible advantage their particular community and the busi-

nesses and people who were within that community. Their under'
takings were successful and commendable over a long period of yeah'
Up in our territory the development of the unit bank went vay

beyond any possible reason for the existence of banks, and in 19°
we found ourselves with a greatly excessive number of banks con"
pared to population over any other section of the United States.
The State of North Dakota at that time had 5 banks in exkte lee

per population to 1 on the average over the country; South Dakota
had 4; Montana, 3; and Minnesota twice as many as the average'
Most of these were banks of small capital and small deposits.
Mr. LErrs. How was it in Iowa—can you say?
Mr. WAKEFIELD. I never made up figures on Iowa.
This development was largely encouraged by the feeling on

part of the various legislatures, the lawmaking bodies of the Sta
that the privilege of banking ought to be extended to the small in
vidual—which is a perfectly natural and proper feeling—and
permitting of the establishment of banks of as small capitalizat
as $10,000, and in towns where the need for additional banks I
not, perhaps, evident and justified. Banking was a popular busha
During all that time there were certain profits to be derived in
banking business which have since been eliminated.
The business of making farm mortgages, and of selling thein

and transferring them to insurance companies and investors, afforc
a very substantial profit to the country banker in the way of cO1fl
missions on those loans. The business of selling lands, of dealing
in them, during all this period, occurred when lands were increasing
in value and the buying and selling of lands was of large volume iind
there were substantial profits to be derived by country bankers in
the operation of the land business.
In addition to that, during that period, and up until recent yea '5'

each of those small country banks made it a practice to c ge
exchange on their checks when they were returned to those banks'tand which furnished them, in many cases, with revenues sufficiln

practically to pay the clerical help of their banks.
Now all of those sources of revenue have disappeared.

establishment of the Federal land banks and the joint stock la
banks, with their tax exempt securities, have changed completely 1
current of the mortgage business. The deflation and difficulties
the agricultural sections have practically eliminated farm land sal
The establishment of the rural credit associations by the vari(

States has been an added source of money on farm mortgages, a
eliminated the natural and existing methods of handling those sec!)
ties.
The Federal reserve bank, when it was established, operated urn

the theory that all transfer of checks should be carried on a ar
basis and that eliminated, over a period of years, those excharge
charges from which the small banks had derived considerable re'
enue in the years past. That particular feature, however, 195
recently been modified to some extent, and those small banks 5Ce

again privileged to charge exchange and do so charge; that is, those
not members of the Federal reserve system.
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"I'lte general basis of loans in those banks in the ninth Federal
'''Norve district, was upon credits largely based upon farm values and
tl,w business of agriculture. So in 1920, there was in existence in the
loath Federal reserve district, about 3,800 banks.
With the change that followed the deflation of agriculture, a large

,Part of the basic value of the collateral upon which their loans were
'lased, was destroyed. Over a period of many years, the increasing

the 
of farm lands was an automatic debt satisfier on the part of

ine farmer and it was frequent or ordinary that the country banker
,wuuld loan to his farmer customer on a second mortgage certain
olnds which, after a period of three to five years, could be joined
°au the first mortgage on that land and liquidated to his bank.
With the deflation period coming on, that possibility or oppor-

tunity was no longer in existence and the country banks found them-
tse,lves holding equity security to cover the debts of his customers to
ws bank and to which there was no value.
Just in order that we may understand just a little of what has

taken place in connection with farm values, there have been in the
ninth Federal reserve district, during a period of four years, abandon-
/13erits or foreclosures in the four States of North Dakota, South
akota, Minnesota, and Montana (this is based upon figures prepared

°Y the Department of Agriculture), the years being 1923, 1927, 1928,
and 1929, involving 25,820,000 acres and. covering 67,867 farms.
. During the period from 1920 to 1929, there were 1,517 banks closed
ni that district. There were 226 of those banks which have since re-
u"Pened, leaving the remaining 1,300 closed involving deposits of over
T,300,000,000, Which represented the savings of the thrifty people of
the towns in which those banks were located, to the number of ap-
1"'oximately 300,000.
, sow, gentlemen, I do not know whether any of you have ever lived
'4 a town where there has been a bank closing. But if you have, you
,I1,0,e some appreciation of what it means to have the savings of the
un'ifty people of the community, accumulated over 15, 25, or 30 years.
,a1Ped out and destroyed in an overnight catastrophe. It means that
at community has a setback that it will be the most difficult thing

'y them to recover from, and such things. have happened in 1,517
('Innimunities in the ninth Federal reserve district, and I have a map
"ere showing the ninth Federal reserve district and showing by black
.sLtiots each point where there has been a closed bank. Some of them
f7aVe several. I thought it would give you a picture, offhand, of the
Mont that that thing has occurred.
.Of Course, very many of these towns or sections were left entirely
Without banking facilities.
, I.have a statement here which is very carefully prepared. It is not
44 individual effort. It is the result of facts and thought given over
,everal months, and I am going to leave enough of them so that each

ninber may have one to read fully if he chooses to do so. I really
tlould like to have this become a part of the record when I get
"rough With it.
Mr. STRONG. Without objection, it is ordered that the statementPPepared by Mr. Wakefield, part of which he is now discussing, shall

14! Wholly incorporated in the record at this point.
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(The statement referred to is here printed in full, as follows:)

STATEMENT BY LYMAN E. WAKEFIELD, VICE PRESIDENT FIRST BANK STOCK CO;
PORATION ; PRESIDENT FIRST NATIONAL BANK IN MINNEAPOLIS; BEFORE Ti1'
BANKING AND CURRENCY COMMITTEE OF THE HOUSE OF REPRESENTATIVES

Gentlemen of the committee, group banking as it has developed in the file?,
Federal reserve district is designed to meet definite conditions existing in te't
Northwest. I am not here as a special pleader for group banking as again, s
any other system, but simply to explain the causes that resulted in the devel
meat of a system of banks around the First National Banks of Minneapolis se
St. Paul.

Essentially group banking is the control through majority stock owner5114
of a number of banks through a holding company, patterned corporately lifte!
the modern investment trust, but operated as a central management institute';
In our case the holding company is the First Bank Stock Corporation. Witli
are affiliated some 97 banks, trust companies, and financial institutions, es,
located within the boundaries of the ninth district, which includes the States 0'
Minnesota, Montana, North and South Dakota, the uprer peninsula of Michig0
and northwestern Wiscons n.
Banks in the group affiliate with the holding company through exchange et,

shares, or through outright sale of stock. Each retains its separate idelitT,
under local management of officers and directors and operates independeet",
of the other member of the group, but subject to examination and supervise 

of the holding company. of
Affiliation is a mutual transaction. We have maintained the position ,

offering opportunity to the individual banks to enter the group. Banks desire"'
to remain independent will continue to have our earliest support and coopers'
tion. The First National BankS of Minneapolis and St. Paul have thousands,
of accounts from unit banks throughout the Northwest and Middle West, teS,
certainly we would do nothing to Jeopardize their position or attack tbel'

nindependence. But the independet banker appreciates .the benefits to lie,
derived from the group plan as acutely as do the metropolitan banks will!t
fathered this practical reorganization of the banking structure in the NorthWtTei
The alacrity with which both the large and small banks in the distrl'it

have taken advantage of the opportunity of affiliation is evidence of the fe f,
that the northwestern banker is conscious of the benefits that the grtsj̀
system offers.
To understand the group banking movement requires an appreciation

conditions in the Northwest. Actually, a changed economic status has ,5
pelled a reorganization of rural banking. The group plan as we have develoi

it is accomplishing this reorganization and should result in greatly impreree
conditions, for certainly the Northwest must have strong banks in which fi1e.4
Is absolute confidence if we are to progress commercially. The territory
and still is largely agricultural, although its resources are as diverse as
section of the United States, but the collateral that agriculture offered :e
substantiate its loans has always been the basis of most credit outside
largest commercial centers.

Prior to 1920 can be considered "the good old days' in rural bankit

Since the Civil War, land values in the Northwest had been steadily anr4
elating. Agricultural banks loaning on real-estate collateral could deal allese„'•
blindly. The increase in land values over the period of three to five yes,4
always provided a volume of additional collateral and safety. Farm mort14.061,.;
were as salable as Government. bonds. The country banker was constale ,
solicited to sell mortgages to investors at distant points. If he made a m1sr;110,
in putting too many eggs in the one basket, he had every reason to belle
that it was about the best basket available.

Since 1920 the Northwest has been the scene of a constant struggle, pollfree
and economic, to reestablish the foundations of its basic financial struers.d
which were rudely jarred by the sequences of the war. The years 1917
1918 had witnessed a magnificent effort on the part of the farmers of
Northwest to increase to a maximum the production of foodstuffs as a patriTet

contribution of the Nation's war effort. Production costs increased, inti1lio.
values rose and land values appreciated greatly as a consequence. These
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uattlents of expansion were reflected in the operations of the rural banks of
e territory. Much additional land was brought into cultivation. Machinery

!lid stock to till this new land were purchased in large quantities at high
„Prices. The banks cooperated fully with the agricultural population by the
rStension of new credits which were reflected in tremendously increased de-
posits. A large equity in these newly developed farms was represented in
8econd mortgages held by the banks as collateral for note loans.

Zith the advent of 1920, the general price level took a sharp decline and
t reaction followed throughout the entire credit structure. Country banks

villfi exclusively agricultural communities and often areas dependent upon
0.4e or two cereal crops found themselves confronted with drastic deflation
1,1_ 1111 values upon which their business was based. When the price deflation
,7gan loans and discounts were at a peak two and one-half times as high as
(71.e level of a normal period before the war. The late John H. Rich, chairman

the board and Federal reserve agent for the Federal reserve bank in Min-
:al:lolls, described the banking structure as it existed in 1921 in a report
'413Mitted to the Federal Reserve Board.

Just preceding the collapse of 1920," he said, "the district contained 3,875
the acreage in wheat had increased, merchandising establishments had

ketPlvded in where there was no economic necessity for them, and all lines of
utEliness activity had been overdone. Nothing could be more characteristic than
The then existing banking situation. Based on the ratio of population per bank

the United States as a whole, North Dakota had rive banks where one
have been sufficient, South Dakota, four, Montana three, Minnesota

1,ee as many as the national average."
1920 America has heard much of the farm problem from the territory

17ed ; but the banking. problem was equally acute. During the 10-year
from 1020 to 1929, inclusive, 1,517 banks in the ninth Federal reserve

distri closed their doors. Of this number, only 226 reopened. The remaining
0, with deposits in excess of $300,000,000, were liquidated at a heavy cost to
,-Pre than 300,000 depositors. These losses fell most heavily upon our farming

111 aulation and it is from the districts hardest hit by bank failures that the
6°8t insistent demands for farm relief have come. In many cases the recovery
if„,dePositors was practically nil. Some paid from 15 to 20 cents on the dollar.
tt;IE it was a minority that yielded the depositors more than bne-half of the
,Pcl,s intrusted.
•cue grim record of closed banks by years follows:

1D912.?". 35 1925    168
---------------------------------------------------- 73 1926  283
- -------------------------- 64 1927  142
  279 1928   94

1P2f  295 1929  84

10,111.1i no statistical summary can tell the whole story of the distress that fol-
otwod in the communities affected. The wiping out of the capital investments
Stockholders and the further levying of liability assessments consumed the
Ings of thousands of individuals and families. Sacrifices far beyond legal

1,llirements often were made in vain attempts to avert closings. Many towns
te left without banking facilities. In a number of instances, public-spiritedkto„

4„413s of business men out of loyalty to their home towns guaranteed deposits
4.7 brought out frozen assets enabling the banks to continue. These patriotic

11,1,gaptions of loss, however, were few as compared with the total.
Q48itie farmer customer of a closed bank suffered doubly. Not only was his

capital tied up, but he was deprived of his source of credit and was cam.
q4,e(1 to submit to hasty and unexpected liquidation of his loans to satisfy the
(11,:418 of closed bank receivers. The man who had undertaken a program of
44 ersitication was forced to sell off his foundation stock at meat prices to:
PrY his loan.
'le rural bank failures are a direct reflection of agricultural conditions. The

c-i artment of Agriculture recently compiled a comprehensive record of agri-
tOral bankruptcies. Covering the States of Minnesota, North and South
‘Pta, and Montana, it shows that farm bankruptcies for the four States dun



884 BRANCH, CHAIN, AND GROUP BANKING

ing the five years from 1910 to 1914, Inclusive, averaged 159 a year. Here IS

the record of such bankruptcies in the four States beginning five years later:

1919  111 1925 __ 1,
1920  173 1926  1,
1921  256 1927  1,
1922  679 1928--
1923  1,420 1929 
1924  1,999 -

sift
947
261
784
VI

VCfThe precipitate deflation of farm land values carried prices to a point loN

than had existed since the panic of 1893. The decline in some areas was inach

heavier than in others. Recently the Department of Agriculture surveyed Ole
farm land situation in the States of the Northwest. Establishing tilt avettP'
price of lands from 1912 to 1914 at 100. it shows that tne inflation carried vIt
ations in Minnesota in 1920 to point 213, an increase of 113 per cent. The
ent level is 138. North Dakota went to 145 in 1920 and is now at 98, two poiat''

")below the pre-war price. South Dakota went to 181 in 1920 and is now at 9.

In Montana a peak of 126 was reached in 1920. In 1929, prices had•fallen to
Rvel of 72. or 28 points below the pre-war average. In 1925 the lepartaien;

estimated the loss in the four States in dollars at $2,754,000,000. and since 10
this total has continued to mount.

With agriculture the•basis of rural banking credit, these conditions resulted in
an accumulation of " other real estate" in the banks of the territory. On June
2. 1918, "other real estate" in the banks of the four States totaled $9.271.0'
Seven years later on September 28, 1925. " othtr real estate" was listed
total of $45,323.000. And this does not include the great volume of such CO

lateral that had been taken out of the banks through the organization of
dating companies among the stockholders. Nor does it include the frozen
estate assets in the banks that had. closed up to that time. Farm mortgiW',
lost their liquidity and hundreds of banks were deprived of one of their 0144
sources of income.

Selling direct to the public or to large investing corporations, the rural 100
was the primary farm loan agency prior to 1920, and the great traffic 'n soell
collateral was the prompting reason for the overly banked situation. To-dill

be
the remnant of this business is being conducted by new agencies such as A
Federal and State farm banks, specifieally chartered land banks. and employe"
agents of the larger mortgage purchasers such as the insurance compa .°.il 
Many rural banks ii!so conducted a general real-estate business, deang
pally in the sales of farm lauds. Th!s source of profit, too, has been practicoll).

wiped out.
Income from service charges of One form or another also has been reduced

due to the constant pressure exerted by the Federal reserve banks and c°19.
mercial organizations. The principle that the flow of commerce should not be,
hampered by exchange charges was costly to the rural banks, but in reeeri_1
months there has been a tendency to restore a number of the abandoned servir̀
charges.
Loonig hack over this period we can see that the banking crisis had its

Torception in the events of the spr.ng and summer of 1920. In 1918 a wheat
of 277,000,000 bushels was grown in the four States of Minnesota. North
South Dakota, and Montana, and was marketed on a basis of $2.23% per

'for the best grade of hard spring wheat, the Government-fixed mininun
price. The inflation commenced with the 1918 crop. Land values booffieti:
sales of farms and new lands were at record volume and price: deposits ill
country hanks were at a peak and their loaning power was greaCy expanded'
Many banks establ'shed record earnings, which were d'stribuited in divide1'4Y''
The 1919 crop, however, was short, only 140,000.0(X) bushels of wheat Ig e

produced, due to bad weather factors and rust damage. In the meantime
price had risen and reached as high as $3.40 a bushel during the fall of 161''
A peak of $3.50 was paid during the spring of 1920, and propaganda began t°

'S
be heard in the farm areas that with the dissolution of the food commissioil o
grain purchasing and rationing the lid would be off. " Five-dollar whegt
was the slogan and farm leaders, politicians, agencies, and seers of all

oo"were actively urging the farmers to hold their 1920 wheat until after the
Administrat!on control expired the last of July. This propaganda was
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h _tn!faely effective, although world-wide distribution of foodstuffs was rapidly
04 restored. Had there been a normal marketing of grains during the period

ut fixed prices a tremendous liquidation of farm borrowings would have ordi-

liarilY occurred. But by November best grades of spring wheat were selling as°W as $1.49. The crop was beIng marketed in small quantities and the banksOf - the region were unable to collect more than a fraction of their seasonal bills
reeejvable. The deflation set in quickly.
, ouring the war-expansion period the country banks had been compelled to
ilorrow heavily from their rediscount correspondents and the Federal reserveb. I.4n4 to carry their customers through the growing season, and it must be
reinembered that the war crops were produced at excessive costs for labor,
r
k
tchinery, seed, and materials of all kinds. The fall of 1920 found the country

k lker, who generally had excess funds at that period of the year, forced to
"°rrow, further expanding his loans.
b The 1921 crop was a partial failure and the banking situation began to
l eennle acute, with the country banker carrying a 2-year total of uni:quidated
Mins.
f The 1922 crop was large and prices correspondingly low. Best wheat brought
,ruln $1.06 to $1.22 during September and October. Collections somewhat im-
Leoved. But the next year, 1923, the crop was again short with only 156,000,-
70 bushels of wheat being grown in the four States. Bank failures during the
etir showed a tremendous increase.

large crop was grown in 1924 and was marketed at better prices then had
Paid since 1920. Conditions were somewhat alleviated, but not perma-

gently.
Ity this time confidence in country banks was badly shaken, and this lack of
°041•dence further added to the rural banker's difficulties. He felt forced to
eeP his bank in sufficiently liquid condition to meet a mass withdrawal at any

Tolnent and as a consequence built up his reserves of cash on hand and on,eDesit with other banks, Government boards, and other easily negotiable low-
1:5te Paper. This not only reduced the bank's earning power but withdrew a
'e,Re volume of capital from the support of ordinary business.
la the meantime new loaning agencies of all kinds had sprung up providing
,further expansion of land credits. Federal farm banks, State land banks,
°Int-stock land banks, etc., were offering a margin on first mortgage real
ers.tate loans greater than the commercial banks had afforded at the peak of

expansion, thus increasing the farmer's fixed charges but not increasing
t I8 earning power. The intermediate credit banks were developed and continue

eDerate absorbing a considerable volume of business that should be con-
il!eted by the commercial banks. Chattel loans of a first mortgage nature on

orvesteck and grains are agriculture's nearest parallel to the short-term notes•( industry—basic banking collateral, and the intermediate credit banks al.)-
°.,!,4'd much of this business.
!hese new agencies poured a tremendous volume of money into the country,

did little to assist in accomplishing liquidation of previous borrowings
°jell the rural banks were carrying.

, An this emergency, the first step toward group banking was taken with the
0,610lization of the Agricultural Credit Corporation of 1924. Financed by
tr largest industries of the Northwest with the aid of eastern interests, it set
Work to meet a territorial problem. During its first year of operation, the

eIrDoration took over a large volume of livestock loans from operating and
(0.°8ed banks, and the following year began making livestock loans direct to the
ihw!lers, taking a chattel mortgage on the animals. These loans are payable

Installments and have greatly aided the general diversification program which
1:
, 

Northwest has undertaken. During the five years that this loan plan has
1 functioning, the corporation has distributed $5.892,000 on direct livestock
lingns to 12,169 farmers. Repayments of $3,448,000 have been made and loans

in force amount to $2,443,000. To date, losses of only $24,346 have been
!Med off and charge-offs are made as soon as the first delinquency arises.
;..k.iroup banking is designed to meet territorial problems of the same nature.
on; territory must necessarily develop largely on credit, and group banking can
'r,.,;et this credit upon a comprehensive program basis.
h„,t,he collapse of farm values was but one of several factors with which the
4",,LIns of the Northwest were confronted. In former years, there had been an
'tri,nal influx of new capital into the territory represented by the investment of
'Llers, capital expenditures for development purposes of an industrial nature,



886 BRANCH, CHAIN, AND GROUP BANKING

and time deposits in the banks from outside the territory. Much money ft'
distant points was in Northwestern banks attracted by the high rates of inter(
paid. This money rapidly melted away in withdrawals as interest rat
declined.
As we have watched the situation develop in the Northwest, the factor

management in the rural banks has thrust itself more and more into the tel
ground. The well-managed bank whose officers were in a position to real'
the changing conditions in the entire agricultural territory survived, where i
less capably directed competitor encountered difficulties. On June 30, 191
there were 2,928 banks in the district. Seven years after, on June 30, 1920, 11
total had reached 3,877.
New banks had sprung up like mushrooms after a rain. Prosperous farm'

In scores of instances had moved to town and, attracted by the reported lav
earnings in the banking business, had enlisted the support of a few friend
applied for charters, and launched banks. But banks are more easily creao
than bankers. For a manager, they looked around and hired an assist:o

cashier or clerk from some near-by bank, prevailed uron a school-teacher 1
exchange professions, or brought in an ambitious a m from the farm. In (11
instance the town bartender was made the bank manager. And everything we"
well as long as land was booming.
But that type of banking definitely has come to an end. No longer is

Increase in land values the automatic debt satisfler that it was for generathra
We are increasing our capital by working, saving, and careful investing; 2111
banking for our territory requires able, alert, and trained intelligence.
I have cited these as the factors that brought about the banking crisis, but I (1

not want to leave you with the impression that our territory has suffered an
permanent injury. The boom days have ended, but we are building a firna'
more stable, and better prosperity than ever before. The Northwest is on a
earning and saving basis. Its bank deposits are again showing an uPwal
trend, but this time we intend to fortify our capital and protect it with
stronger banking structure. In 1913 our banks had deposits of $755,000.00„1
They reached $1,855,000,000 in 1920, and a year later had declined to $1.5'
000,000. On October 4, 1929, total deposits of all banks in the district Wel
$1,678,205,000. The average deposit of the 2,350 banks in the district is great(
than ever before.
Our agricultural areas are being revolutionized. Single cropping has give

way to a widely diversified agriculture. Our cities are growing and prosperial
and our people are looking forward confidently to material prosperity. But ril
rural banking situation remains as a severe handicap.
The Comptroller of the Currency in his recent report summed up the existib

situation in these words, upon which I can not improve:
"Whereas a depositor in a large city bank, whether a wage earner or a hth-

ness men, has had full protection, the depositor in the small country hank bl
suffered severely from the inability of so many banks to meet their dePo-
liabilities.
" It is a cause for immediate concern that the operating conditions faced b

country banks show no prospect of improvement under the present systeb
There are many country banks now operating at a loss and many others oPel
ating upon earnings insufficient to justify their capital investment.
"Comprehensive study of the banking situation for the past nine years clear'

Indicates that the system of banking in rural communities has broken de°
through causes beyond control of the individual banker of the local communitf•

It was to remedy this situation that group banking developed out of
Twin Cities.
For generations the larger banks of Minneapolis and St. Paul have

territorial banks of approximately the same region now included in the
serve district. They were the depositories of the railroads, the mills, the MO
ufacturing plants, the jobbing houses, the line elevator companies and luta10
yards, drawing from and servicing the territory as a whole. They were al19
the reserve depositories and rediscount correspondents of the country halo'
in the district. In a major way the final financial responsibility for the yea
section extending from the Great Lakes to the Rocky Mountains was theirs. Al
though their relations with the country banks of the district were primarily thee
of banker and customer, when the agricultural crisis arose the burden of SI!
taming the entire fabric was thrust upon the Twin City banks. It is nit
than simply circumstance that the best and most liquid paper of many of W
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correspondent institutions was held by the larger banks as rediscount collateral.
At once this collateral became essential to the stability of the rural units
caught by tile deflation, and the large depositories found the fate of many of
their customer banks their responsibility. Exercising this responsibility be-
catne a matter of management—their own treasuries must be protected, their
customer banks must be saved wherever possible.
This cooperation of the large commercial and reserve deposit banks un-

doubtedly saved many of their smaller correspondents. Aid of the War Fi-
nance Corporation was enlisted and through it much of the rediscount col-
lateral was released and liquidated and the proceeds returned to the original
holders. But in too many instances the combined efforts of all agencies could
nOt avert failures.
In reaching our decis;on to embark upon the group-banking program we

Were prompted solely by the necessity of some form of practical reorganization
Of the rural banking structure, if tile territory as whole was to recover from
the effects of the farm deflation. Tile soundness and adequacy of the banking
facilities of the district are vital and we who are residents of the larger cities
tnust expect the cities to develop and prosper only as the rest of the district
grows and prospers.
To correct the situation, we felt that if we could create an advisory organi-

zation, properly manned and with sufficient banking experience to offer to
individual units making up the chain expert advice and assistance in the man-
agement of their local banks that there would be no question of the benefits
that would accrue.
, The basic change in the nature of the investhdents of the rural banks has
been great. The rural banker has had to turn to bonds and commercial paper,
collateral investments of another type, with a proportion of his assets. In
buying such investments he was dependent largely upon traveling securities
8,111eSITIell who visited him periodically. Investment of his surplus funds beyond
,the needs of his local requirements call be much better handled centrally by
highly experienced buyers purchasing in substantially larger quantities, and
ituch more closely in contact with the securities market.
As far as the general operations of the banks are concerned, our plan provides

tor the retention in the local community of the strongest possible control over
the affairs of the unit. Management remains in the hands of resident officers
and local directors, the central office exercising its supervision through periodi-
cal reports of condition, regular examinations, and the adoption of proven
Standards.
By the creation of a group a wider diversification of risk and resources is

accomplished than is possible in a single unit. The group includes not only a
great variety of agricultural depositories but also many of the commercial banks
of- both the metropolitan and secondary cities. Seasonal needs of various indus-
tries vary widely, but each division has a period of peak load. Tile diversifica-
tion existing behind each individual unit will enable it to meet more adequately
the seasonal needs of its customers and district.
Its association with the central banks in the group will enable it to arrange

,credit facilities for its larger customers whose needs at times exceed the loan
tiraitations of a local unit. The parent corporation, also, is in a position to
increase the capital structure of any of its affiliates should local conditions
Warrant greater credit resources.
Chain banking—that is, a number of units under the same ownership, gener-

ally a single individual—is now new. These chains of rural hanks have existed
tor generations, but the units have seldom stressed affiliation, preferring to
maintain the fiction of local independence. The group plan is a departure
from the older chains in that the group is created about one or more central
institutions of established reputation. For instance, the First Bank Stock
Corporation group is headed by the First Nationals of Minneapolis and St. Paul.
The two largest banks in the ninth Federal reserve district, each with resources
111 excess of $100,000,000; tile Metals Bank & Trust Co., of Butte, and the First
National of Great Falls, the largest banks in Montana.
In establishing the group we have had to feel our way. Originally the First

National Banks of Minneapolis and St. Paul organized the First Bank Stock
Investment Co., the stock of the investment company being held by allied cor-
porations of the two banks. In other words, it was a subsidiary holding coin-
itanY. Our first practice was to purchase a majority interest in banks seeking
afaliation. After several months' operations we came to the conclusion that

-41
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I he holding company should be the parent corporation, and we amended our
and created the First Bank Stock Corporation. The First Bank Stock Cor-
poration now is a holding corporation for all the banks in the group, great and
small. We now acquire, if possible, all the stock of the unit banks, with the
exception of directors' qualifying shares, local investment interest being, main"
tabled by ownership of stock in the holding company.
This has the result that the corporation instead of individuals carry the stock

liability for the member banks of the group. This, we believe, is one of our
greatest contributions to the security and stability of the member banks.
Legally the stockholder of a bank is subject to a double liability, but the parent
corporation of a group has a factual liability for the maintenance of its units
to a degree far beyond any legal requirements.' If, through some disastrous
happening, such as a serious conversion of a bank's funds, its structure should
be impaired, the holding company must reestablish it from the central reserve of
the group. It would be suicidal to permit any single unit in the group to fail 
no matter what the cause.
The individual bank now is supported not only by its own capital and resent

structure but also by that of the corporation. The holding company's legll!
responsibility is no greater than was the individual stockholder's, but its moral
liability goes to the nth power.
We are building up a double reserve, in the banks themselves, and a central

reserve in the First Bank Stock Corporation. Actually, the entire capital and
surplus of the corporation is a reserve of its units.
This group plan in practice affords the customer of the smallest, rural

affiliate, the same degree of security that the great metropolitan banks provide
their customers. It also meets the growing demand from the smaller centers
that their financial agencies provide more intelligent and alert guidance if

business and investment matters, and more favorable treatment as to interest
rates, which have been high by comparison with the larger cities. We have
established a major subsidiary which will operate through all the banks if
the group and provide the residents of the smaller cities the same investment-
service that is maintained in connection with the banks of the Twin Citio'
It is also our intention to expand the trust facilities of the smaller members,
either in their own units or in cooperation with long-established trust companies
which are members of the group.
Unquestionably the immediate result of the increased security that groin)

banking affords will be the return to the local communities of considerable,
capital that has been sent away in recent years, to create a highly liqui°
reserve. The group plan, too, offers opportunity for the capable hanker, ll°
matter where situated, to demonstrate his ability, and provides a road for his
advancement and progress.
We can expect that within a few years the farm mortgage will be restored as

a liquid instrument. Upon what basis of valuation final stability will
reached no one can say, but once a stability is reached, agricultural areas wil'
return to a normal credit basis. The group plan of banking should be able
to speed the attainment of such stability and assist in restoring the fart"
mortgage to its rightful place in the credit scheme.
In adopting the group plan, we set up the only machinery that was available

to us. Critics have alleged that it is but an evasion of the ban on bran 
banking. It is probably true branch banking might be more economical
some instances. Our operations to date have shown that there is a size awl
type of community which is too small to justify the maintenance of a separatelY
capitalized and corporately staffed bank of its own and which the group call
not enter with a unit bank. On the other hand, those towns want sollte
form of banking convenience. A branch of a larger bank with perhaps a single

officer in charge, could take care of them while the larger central bank would
provide greater security and better service than the small, independent unit.

Banks in these small communities can not and do not earn sufficiently t°
justify their existence. And gentlemen, let me make this point with all the
force that I ('ommand. A bank that does not make a profit is a highly danger01,1
institution in its community. Any commercial institution that is not endowe°
must earn to exist, and commercial banking is a business of small profit.
It follows, therefore, that its profit must be certain.
Experience indicates that it takes exceptional management to enable a banit

to earn sufficiently to justify its existence if it has deposits of less than
$250,000 under a State charter, or less than $500,000 under a national charter.
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la this connection it is interesting to note that 73 towns in Minnesota, with less
,than 100 population, have banks. In nine of these towns the total deposit is
Jess than $50,000; 24 have deposits from $50,000 to $100,000; 19 from $100,000
1,tOn $150,000; 10 from $150,000 to $200,000; and five from $200,000 to
9450,000. In communities of from 100 to 200 in population, five have deposits
Wider $50,000; 36 from $51,000 to $100,000; 29 from $100,000 to $150,000; 19
fr°111 $150,000 to $200,000; and 12 from $200,000 to $250,000.
Ia towns of all sizes in Minnesota there are 55 with a total deposit less

luau $50,000, 'Ti from $51,000 to $100,000, 88 from $100,000 to $150,000, 95
trout $150,000 to $200,000, and 16 from $200,000 to $250,000. This shows a
total of 325 towns in the one State where the bank deposits are less than
.*25P,000. At the same time, there are 145 towns which have no banking
facilities whatsoever. •
I am not prepared to suggest what areas from a standpoint of public policy

Should be included within a banch-banking zone. A central bank in a county
kat town could conveniently have offices in the smaller centers within the
!,°111:11.y. On the other hand flow of trade is a matter of -convenience and not
overned by fixed county limitations. State branch banking or even reserve

oistrict limits would avoid conflict •with already established routes and zonesOf 
trade.
I do believe, however, that the benefits of group banking should not be

sacrificed. Group banking and branch banking could well go hand in hand,
8119P1ementing each other. The group plan offers distinct advantages at points

ilafficiently large to warrant the maintenance of a unit bank. It retains in the
l'eal community the benefits of local management, satisfying the very natural
sire of the residents of the community that their bank be actually a home

laatitution.
Then, too, there is a widespread public feeling that the branch bank is not

Ills responsive to purely local needs as the home bank. This need not be true,
,11f, the feeling is actual whether the premise is correct or not. The group
!Mil obviates this criticism. An affiliated bank is as much a home institution
:Ifter as before joining the group. The holding company is not a bank. and
1,ts success is dependent upon the growth and its success is dependent upon the
owth and success of its units. Naturally it must look to the development of

!Pah affiliated bank wherever located for its own profit and assist in the
lievelopment with every means at its command. To do otherwise would be
ohtrary to its own self-interest. If the affiliated bank does not serve its
eeninMunity equally well or better than the independent unit we may expect
to"iDetition to arise at the first opportunity. The group bank has no exclusive
rut of franchise, and we recognize that it must provide an improved servic:?

'() exist
The whole tendency of operation is drffusion rather than concentration

4round a central treasury.
We can foresee that if branch banking under certain limitations of area

4110 boundary should be permitted that a number of the larger banks in the,
4̀rouri could extend their service by the establishment of branches in near-by
Niununities.
, Although I can speak only for our own organization, I bel'eve that group
linkers generally would encourage the suggestion that the investigative powers

?f the national banking department be extended to the holding companies. and
!hat these corporations should be subject to periodical examinations. We, in
' he banking  business, know that searching examination is one of the real safe-
gilards of sound practices and this would hold as true in the managing con-
Aorations as in the banks themselves.

Ill conclusion, may I add that the first objective of every bank must be
,'*erice. This is not altruism, but simply sound business. Service means
45llosits and deposits mean profits. The prosperity of the community and the
,sprosperity of its bank inevitably go hand in hand, and whatever increases the
nsperity of the bank adds to the prosperity of the community which it
"erves,
The group system of banking is sound because it rests on these foundations:
Pirst: Cooperation of resources.
Second. Diversification of resources.
Third. Ownership spread throughout the territory.
Pourth. Creation and management by bankers.
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Grain crops of Minnesota, North Dakota, South Dakota, and Montana

Year W heat Corn Oats Barley Rye

1911 131, 935, 000 132, 210, 000 129, 840, 000 U, 008,000 5,216, 000
1912 263, 043, 000 168,282,000  270, 245, 000 100, 242, 000 7, 202, 000
1913 179, 160, 000 174, 120, 000 212, 640. 000 77,065, 000 8, 11)0,000
1914 154, 192, 000 183, 000. 000 194, 189, 000 79, 519, 000 8, 505, 000
1915 322, 977, 000 168, 110, 000 336, 025, 000 112, 695, 000 10. 530,000
1916 120, 360, 000 183, 860, 000 223,84)7,000 74, 251, 000 14, 385, 000
1917 183, 952, 000 193, 472, 000 237, 925,000 88, 482, 000 23, 179, 000
1918 277, 459, 000 229, 494, 000 299, 714, 000 123, 895, 000 39, 712, 000
1919 140, 189, 000 228, 416, 000 196, 283. 000 46, 140, 000 25, 993, 000
1920 164, 022, 000 246, 682. OM 280, 429, 000 68, 757, 000 21, 768. 000
1921 163, 098, 000 303, 412, 000 221, 404. 000 55, 266, 000 25, 785, 000
1922 
1923 

231, 876, 000
156, 450. 000

268, 335, 000
337, 565, 000337,

317, 070,000
310, 969,000

72, 229,000
68, 628, 000

63, 374,004)
27, 820. 000

1924 258, 269. 000 2i;2, 543. (,1)11 407, 2f1m, 000 91, 378, 000 39, 788, 000
1925 209, 503, 000 278, 661, 000 373, 686, 000 98, 976, 000 21, 376, MO
1926 158, 247, 000 253, 113, 000 203, 449, 000 65, 183, 000 17, 150, 000
1927 276, 710, 000 293, 384, 000 260, 823, 000 128, 641, 000 35, 256, 000
1928 278, 642, 000 266, 596, 000 292, 724 000 157, 613, 000 22, 274, 000

Flax
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18,
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Farm land valuations-Minnesota, North Dakota, South Dakota, and Montati
from circular No. 101, December, 1929, Department of Agriculture

[1912 to 1914-100 per tang

1912
to 1916 1917 1918 1919 1920 1921 1922 1923 1924 1925 192, 1927 1928 1‘179

1914 I

,
NI inliesota 100 122 138 155 I 167 , 213 212 187 177 170 159 155 145 140 138
North Dakota._ 100 112 118 124 130 ' 145 141 136 128 114 109 105 I 100 99 98
South Dakota 100 108 116 126 : 145 141 173 1441 126 117 115 107 97 96 95
Montana 100 94 100 106 III 1211 105 96 87 81 75 72 70 71 72

Sales of farms for delinquencies, Minnesota, North and South Dakota, Montw

ta$NUMBER OF FARMS PER 1.000 CHANGING OWNERSHIP DUE TO MORT( ;-•
FORECLOSURES, DELINQUENT TAX SALES, BANKRUPTCIES, ETc.

a,

United:States average _
A I in nesota 
North Dakota 
South Dakota 

f,ntana 

Default sales Total sales

1926 1927 , 1928 1929

Per cent of default II
all sales

1926 1927 1928 1929

21.6 23.3 22.8
30.11 29.2 51.1)
89.0 61.1 55.9
66.1 ; 66.1 57.9
70.9 ((9.0 56.4

1926 1927 192'4

19.4 01.4 68.5 66.0 57.9
30. 1 57. 9 61. 4 62. 4 58. 5
37.7 111.8 97.6 98.5 80.2
35.0 93.0 101.7 99.6 71.
39. 2 108. 5 117.6 114.0 104. 1

35.1 ! 34.0 34.5
52.5 47.9 51. 1
84.2 62.6 56.7
71.0 64.9 .58.1
819.3 56,1) 40.)

JO

1929

33. 5
51. 4

o
4;,7
37.6

ESTIMATED NUMBER OF FARMS AND ACREAGE SOLD UNDER DEFAULT. F0150
YEARS-1920, 1927, 1928, AND 1929

Farms A crea_ge

-;outh Dakota  
lc, 241 73,, 346631:

Minnesotl  22, 898
North Dakota 

Montana  
17, 895 7,193 low'
10, 833 7,

1)7. '0 .117 25. -

1111
1911
194

1921
15,4
loll
1521
I92S
152fi
1527
152s

1917
191/s
1519
1520
1521

1922
1521
1524

1925
192r,
1927
1528

all

1,

hat

11in

tloc
the

to
the

WI!

1(1)(

4411

thpi

11 16(1

1.0t1
Thc

to (.

ttlat



1..50
t000

[,690
00

'660
c:009
so°

„ace

1,06)
xt6

..660

'000

66,

t

1929

33 5
4,11

• ,

ge

t,51

t 91°
1,43"

BRANCH, CHAIN, AND GROUP BANKING 891

16inge of wheat prices, Minneapolis Chamber of Commerce highest cash grade

1917
1918.-
149-

-
1921.--

- -
1923'---
1921
1925--
1926"
1927--
192s:

1917
194:
1919,--

--

1928:

January February March April May June

 1.82 -2. 024 1. 7334-1. 99 1. 93%-2. 12 2. 11 -2.90 2. 67 VA-3. 54 2. 32%-3. 25
2. 23% 2.23% 2. 23% 2. 23% 2.23% 2. 23%

 2. 23%-2. 28 2. 23%-2. 34 2.23%-2.53 2.50 -2.92 2.55 -2.83 2.44 -2.62
 2.80 -3.50 2.60 -3. 10 2.65 -3.25 2.90 -3.35 2.85 -3.45 2. 75 -3.25
  1. 64%-1. 95% 1. 55%-1. 78% 1.53%-i. 79% 1.34%-i. 64% 1. 413.-1. 7634 1. 34%-1. 83%

1. 20%-1. 41% 1.37 -1.6334 1. 44%3-1. €2 1. 50%-1. 73% 1. 47%-1. 71 1. 35%-1. 60%
 I. 161,1-1. 43% 1. 18 -1. 42% 1. 1834-1.4134 1. 21%-1. 51 1. 163%-1. 45 1. 0554-1. 38%
 1. 129/4-1. 307.4 1.14%-I. 31% 1. 10%-1. 33% 1. 11%-1. 31% 1.1234-i. 35% I. 1194-1. 51%
 1. 71 -2. 26% 1. 7034-2. 22 1. 40 -2.22 1.34 -1. 86% 1. 5434-1. 90 1.49%-I. 8734
 1. 67%-1. 96% 1.60%-I. 88% 1.53%-i. 78% 1. 54%-1. 76% 1. 57%-1. 71 1.55%-i. 78
 1. 40%-1. 50 1.38%-i. 4934 1. 30%-1. 48% 1. 33%-1. 46% 1. 380-1. 65% 1.41%-i. 65
 1.34%-I. 75 1.31%-i. 77% 1.38%-i. 81% 1.4334-2. 13% 1. 49 4-2. 0934 1.43 -I. 84

July August September October November December

 2. 3834-3.00 2. 30 -3.05 1 2. 21 I 2. 21 2. 21 2. 21
 2. 2334-2.40 2. 23y2-2. 26 2. 233,4-2. 25% 2. 23%-2 24% 2. 23%-2. 25% 2. 2314-2. 25
 2. 57 -3.05 2. 40 -3.00 2. 45 -3.00 2. 65 -2. 95 2. 75 -3. 20 3.00 -3.40
 2 2. 40 -3.10 2.30 -2.95 2. 35%-2. 75% 2. 003.-2. 36 1. 49%-2. 18 1.57 -1.85%
 1.29 -1.92 1.34%-i. 7034 1. 40.1/2-1. 60% 1.22 -1.45% 1. 19%-1. 405-4 1.21 -1.36
 1. 32%-1. 593-4 1. 06%-1. 443-4 1. 06 -1. 20% 1. 06%-1. 22% 1. 15 -1. 30% I. 16Y2-1. 34%
 1.01%-i. 37 1.09%-i. 34% 1. 13%-1. 3354 1. 14 -1.3(9% 1.99%-i. 27% 1.07%-I. 25%
 1.22%-i. 61 1.26 -1.56% 1.26%-i. 5894 1.37%-i. 69% 1.37%-i. 7594 1. 5334-2.07
 1.48 -1.85% 1. 53%-L 84% 1.35%-i. 74% 1.35%-i. 78 1.47%-I. 81 1.59%-I. 95%
 1. 6154-1. 92% 1. 41%-1. 6954 1. 39 -1. 56% 1. 4234-1. 58% 1. 3734-1. 52 1.41%-I. 50
 1.40%-i. 64 1.37%-I. 6534 1.30%-I. 3834 1.22 -1.56 1.24%-i. 5954 1.25 -1.60%
 1. 273-4-1.80 1.0734-1. 52% 1. 073-4-1. 4434 1. 06%-1. 35% 1. 07%-1. 3734 1. 073-4-1. 36

vernment pr CeS started.
'red prices expired.

kr. WAKEFIELD. In 1913 the total banking resources in our district
t‘N,'ere $755,000,000. In 1920 they were $1,855,000,000, and a year later
"ad declined to $1,512,000,000.
I mention that because at the present time our banking resources

at,l'e again on the increase, gid because I want it distinctly understood
'tat, in spite of all of the tatements which I will make here of the
'Acuities and disasters which we have experienced, we still have
a fairly sound and coming section of the country. Fundamentally
t4Pd basically there is not any better part of the United States than
t̀ le ninth Federal reserve district. Everything is there to grow and
t° build with; and if we can find a satisfactory method of stopping
tt.ese calamities which have been with us these years, I am sure it
'hl not take very long for us to be again on the upgrade.
There are remaining now about 2.300 banks in the ninth Federal

'keserve district. In making this statement I want the committee to
rlow that the institutions around which the First Bank Stock Cor-
V

i
ration was built are the First National Bank of St. Paul and the
14 National Bank of Minneapolis, each institution with approxi-

elately $100,000,000 of deposits, both old banks which have been in
ti iatence since 1868, and that those banks have had and now have as

customers a great many hundreds of small unit banks of the
''strict and that our desire and our efforts are and have been de-
Ved to supporting the small unit banks in every manner possible.
Oey to-day are our customers, and these things we are undertaking

we would not permit to interfere with their business in any
1.'41ner possible, because they are entitled to every possible help and
NPport.
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As Mr. Decker told you yesterday, during the years 1921 and 1929
the Twin Cities banks wene into the Federal reserve bank for the
maximum amount practically that they could borrow and tungad

around and furnished that money to the small unit banks in the
territory in an effort to carry them through the extreme difficulliee
of that time.
Now, I think that the officials of the Twin Cities banks, the North-

western National, the First St. Paul, the First National of NNW'
npolis, undoubtedly saved a great many possible closings that WY
have taken place if they were not there ready and willing to hell)
and assist those small banks.
In reaching our decision to go into the group banking business it

was based upon these factors:
This thing has been discussed over several years in our territorr"

we felt, because of the realization that., with the experience that
have had, our territory must continue to be in a depressed and 111).

A
satisfactory situation until the time came when there were bank ne.
facilities of the right character provided over the territory, and ice
have studied that and worked on it.
Mr. Decker and the Northwestern National people were the fi

to conclude to undertake a movement of this kind. We were
reluctant to do it. I do not think any of us who were engaged
the banking business in the Twin Cities were anxious to assume .1
responsibility and set out and become interested in the hank'
situation over the entire territory. So we moved rather slowly.
My own associates, at first, felt we would involve ourselves

Lxactly the same undertaking, but that we could do identically 1
same thing without forming a group tied down to the First Natioael
Banks of St. Paul and Minneapolis.
So, we undertook to handle it in a different way, and this statein(

Pt

will verify what Mr. Decker said yesterday about the attitude of.lbe.11
banks in the territory. We undertook to form a separate corporaq
controlled by the First National Bank of Minneapolis and the F",
National Bank of St. Paul and, through it, go into the various c°11' 
muniti,es and acquire a controlling interest in various banks.
undertook that operation over a period of about six months-1014
enough to discover that the people out in the territory absoluteY

were not interested in selling a control of their bank, nor were flit

willing to sell it entirely, but they were very anxious to have us P.' 
in

the same type of organization as the Northwest Banking Corporat!;.,
put into effect, in an undertaking looking toward the straighten'
up and carrying on of the banking business of the territory.
So, a few months later, we changed our plan and adopted idei?ti.

cally the same plan as used by the Northwest Banking Corporat"
and, at that time, we exchanged the capital stock of the First
tional Bank of St. Paul, the First National Bank of Minneac,
and the Metals Bank & Trust Co. of Butte, Mont., and the l'of
National of Great Falls, Mont.. and the Western Montana Bank
Missoula. They formed our original group.
'We got together with the different interests involved, agreed 04

a basis of capitalization and incorporation, and made an exchalwen
of stock with those particular banks and, from that time, have 

h 
ife

adding additional banks through the exchange of stock as off'
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lu.nity offers, and it seemed desirable to do so until, at the present
Lithe, we have a group, a statement of which each one of you has
3efore you.
, Now, our plan provides for retaining the local management and
local directors in exactly the same manner as described yesterday.
At this point I am going to file some information, because I want

t9 give certain information at this time and have already men-
tioned this list. In the questionnaire which came from Mr. Mc-
Fadden he asked for certain information. First, we were asked for
a copy of the charter, date of organization, and by-laws.

have a copy of the charter which is attached here, and which I
Will offer at this time for the record.
Then, there is requested a list of the directors of our holding com-

Pay2 showing the practical business occupation of each, which is
ifl t pamphlet which I am filing also.
Then the number, name, location, capital, surplus, deposits, and

resources of each bank acquired, showing which are national, which
are State members of the Federal reserve system, and which are
40nmembers.
Then a list by name and capital structure of each corporation other

than banks, the majority of the stock of which is owned by our hold-
'lig company. That is contained in the pamphlet. [Reading:]

State fully the method of acquiring a bank, whether by cash, purchase of
Rock or by exchange of stock, and the method of negotiation.

, Now, I have a statement here, attached to this [exhibiting], which
I will file, but which I will 'read at this time, because it describes
the method.
We have acquired controlling interest in the various banks and corporations

e°111Pri5ing our group in the following manner:
(a) By purchase of their stock for cash.
(b) By incorporating new banks, and paying in the capital in cash.
(e) By exchanging stock of this corporation for stock of the banks.
(d) By a combination of (a) and (c).
In some cases we have solicited the affiliation, but in a large majority of

tares we have been approached by the banks themselves. In every case a very
'oorough examination is made before the purchase is completed, and all unde-
rirable assets are either removed from the bank or insured by adequate guar-
alltY. In some cases where undesirable assets are removed, the accepted assets
;re guaranteed by deposit of a portion of our stock, given to them in exchange
or theirs. We require all depositing stockholders to guarantee the validity

in their stock, and also require them to sign a guaranty protecting us against
4113, liabilities of the bank existing on the date on which the deal is closed,

rid now shown on the balance sheet. The number of shares of our stock given
exchange for the stock of affiliating bank or corporation is determined both

u3r the amount of net capital assets which we require, and by the earning
11eiver of the bank or corporation over a period of years.

The methods are similar to those described by Mr. Decker yes-
terday,

The capital structure of the First Bank Stock Corporation is composed solely
13t fully paid and nonassessable shares of the par value of $25 per share of
our capital stock. There was outstanding on December 31 a total of 3.016,870.57
rhares of this stock with a par value of $75,421,764.39.
c, The stockholders are distributed geographically as follows: M'nneapolis,
"'753 stockholders; St. Paul, 2,345 stockholders; Minnesota (outside of Twin(If;

es), 3,201 stockholders; Michigan, 383 stockholders; Montana, 987 stock-Giu'
—ders ; North Dakota, 892 stockholders; South Dakota, 516 stockholders; Wis-

2:Itlsin, 446 stockholders; other States, 596 stockholders or a total of 16,119
'Lockholders.
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With the exception of 200,000 shares sold through First Minneapolis Co. and
First St. Paul Co. to the general public at $47.50 per share, and 32,000 shares
sold to officers and employees of the corporations affil.ated with First Bank
Stock Corporation at $42.50 per share, all of the stock has been issued in
exchange for the stock of banks and corporations now affiliated with us, and
no attempt has been made to otherwise control its distribution.

I will file that statement.
Mr. STRONG. Without objection it is received.
(The statements referred to are printed in full as follows:)

CERTIFICAT'E OE' INCORPORATION Or FIRST BANK STOCK CORPORATION AS AMENINA
NOVEMBER 5, 1929

First. The mime of this corporation is First Bank Stock Corporation.
Second. Its principal office in the State of Delaware is to be located at 300

Market Street, in the city of Wilmington, county of New Castle, and the narae
and address of its resident agent is Corporation Service Co., 900 Market Street,
Wilmington, Del.
Third. The nature of the business and the objects and purposes to be trans'

acted, promoted, and carried on are to do any or all of the things hereinafter
mentioned as fully and to the same extent as natural persons might or could

do, viz:
(a) To subscribe for or cause to be subscribed for, buy, own, hold, receive(

acquire, sell, assign, transfer, hypothecate, pledge, or otherwise deal in, handle,
or dispose of the bonds, stocks, and other securities or evidences of indebtedness
created or issued by any bank or by any other corporation or corporations, parr'
nerships, individuals, associations, whether public, private, or municipal, or au9
corporate body or by any government; and while the owner thereof to possess
and to exercise in respect thereof all the rights, powers and privileges of oWner
ship, including the right to vote thereon, and the right to transfer the said

securities to one or more persons, firms, or corporations, subject to voting trusts
or other agreements placing in them the voting power of said securities; r°
guarantee the payment of principal of and/or interest upon any bonds or other
evidences of indebtedness; and to guarantee the payment of 'dividends on anY
of the above-mentioned securities issued by corporations or associations 111
which this corporation may at any time have an interest and to guarantee the
performance of any contract by, or otherwise aid in any manner, any other
corporation or association in which this corporation shall at any time have an
interest.

(1)) To loan money upon security or otherwise, either for itself or as agent
for others.
(e) To organize, incorporate, reorganize, merge, consolidate, and finance

banks, companies, corporations, joint-stock companies, syndicates, and assoein;
tions of all kinds engaged or to engage in any lawful kind of business, anu
to underwrite, subscribe for, and indorse the bonds, stocks, securities, deben-
tures, notes, or undertakings of any such companies, corporations, joint-stock
companies, syndicates, and associations, and to make any guarantee in connee'
tion therewith or otherwise for the payment of money or for the performance
of any obligation or undertaking, and to do any and all things necessary or
convenient to carry any of such purposes into effect.
(d) To purchase, lease, or otherwise take, hold, sell, exchange, transfer:

repair, maintain, improve, mortgage and in any other manner deal in and deal
with real property, mixed and personal property, wherever situate, whether
within or without the State of Delaware.
(e) To acquire the good will, rights, and property, and to take over the whole

or part of the assets and liabilities of any person, firm, association, or corpora'
tion, and to pay for the same in cash, the stock of this corporation, bonds, or

otherwise; to hold or in any manner dispose of the whole or any part of the
property so acquired; and to conduct In any lawful manner the whole or an_Y
part of the business and property so acquired, and to exercise nil the poWerf
necessary or convenient in and about the conduct and management of suer'
business.
(f) To purchase or otherwise acquire, hold, use, sell, and in any manner

dispose of and deal in patents, inventions, improvements, processes, trade'
marks, trade names, rights, and licenses secured under letters patent, coeY'
rights or otherwise, and to grant licenses or other rights therein.
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n (I,) To enter into, make, and perform contracts of any and every kind for
,?337 lawful purpose, without limits as to amount, with any person, firm,
useociation or corporation, municipality, county, State, Territory, or govern-
11lent.
(h ) To borrow or raise moneys for any of the purposes of this corporation,
from time to time, without limit as to amount, draw, make, accept, indorse,

°,xecute, and issue promissory notes, drafts, bills of exchange, warrants, bonds,
!thentures, and other negotiable or nonnegotiable instruments and evidences
ui indebtedness, secure the payments thereof and of the interest thereon by
l000rtgage upon, or pledge, or conveyance, or assignment in trust of, the whole
4_1' any part of the property of this corporation, real or personal, including con-
at rights, whether at the time owner or thereafter acquired, and sell, pledge,

°r otherwise dispose of such bonds or other obligations of this corporation forIts,eorporate purposes.
To purchase, hold, and reissue the shares of capital stock, provided it

:lion not use its funds or property for the purchase of its own shares of capital
when such use would cause any impairment of its capital, and, further,

"oat shares of its own capital stock belonging to it shall not be voted directlyor indirectly.
1,_(/) To carry on any and all of its operations and business and to promote
W3 objects within the State of Delaware and elsewhere without restrictions aso Place or amount.
(k) To do any or all of the things set forth to the same extent as natural

Persons might or could do, and in any part of the world, as principals, agents,
contractors, trustees, or otherwise, alone or in company with others.
The foregoing clauses shall be construed both as objects and powers, and it

:8 hereby expressly provided that the foregoing enumeration of specific powers
:8 in furtherance of and in addition to, and not in limitation of, the general
iloWers conferred by the laws of the State of Delaware.

4
„,Pourth. The total authorized capital stock of this corporation is 10,000,000
ares of the par value of $25 each. Shares of the capital stock of this corpora-

tion may be issued by the corporation from time to time for such considers-
not less than the par value thereof, as may be fixed from time to time

3' the hoard of directors.
h At all meetings of the stockholders of this corporation each stockholder shall
"„.entitled to one vote for each share of capital stock held by him.
„The holders of the capital stock of this corporation shall have the preemptive
"ght to purchase shares of the capital stock of the corporation now or here-

ter authorized which may from time to time be issued and sold save and
,,`3(cept that an aggregate of 500,000 shares of the corporation may be issued for

Without offering the same to the holders of capital stock pro rata for sub-
,erlPtion and that any stock of the corporation may be issued and exchanged
4S.r stock of any bank, banking association, trust company or other corporation
"r 
Rock. 

Whatsoever nature, without so offering the same to the holders of capital

, Pith: The minimum amount of capital with which it will commence business,
$1,000.
,Sixth: The name and place of residence of each of the incorporators are as

w°,doWs: S. J. Mackey, Wilmington, Delaware; J. Skrivan, Wilmington, Dela-
H. Kennedy, Wilmington, Delaware.

Seventh: The existence of this corporation is to be perpetual.
Vglith: The private property of the stockholders of this corporation shall
°` be subject to the payment of corporate debts to any extent whatever.
Ninth: The number of directors of this corporation shall be fixed and mayr altered from time to time as may be provided in the by-laws. In case of

rlY increase in the number of directors, the additional directors may be elected
"3' tlie board of directors to hold office until the next annual meeting of the
!foekholders and until their successors are elected and qualified. In case of
;ileancies in the hoard of directors, the remaining directors may elect directors
t2 fill such vacancies. Directors of this corporation need not be stockholders
"erein and need not be elected by ballot.
thTenth : In furtherance and not in limitation of the power conferred by statute,
"°, board of directors is expressly authorized:

tap) To fix, determine, and vary from time to time the amount to be main-as surplus and the amount or amounts to be set apart as working
tal.

100136-30—vol. 1 rr
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(b) To adopt, amend, alter, change, add to or repeal by-laws of this corpora"
tion, without any action on the part of the stockholders. The by-laws adopted
by the directors may be amended, altered, changed, added to or repealed by the

stockholders.
(c) By resolution passed by a majority of the whole board, to designate olle

or more committees, each committee to consist of two (2) or more of the
directors of the corporation, which committees shall have and exercise (except
when the board of directors shall be in session) ,such powers and rights of the

board of directors in the management of the business and affairs of the cor-
poration as may be provided in the by-laws or in said resolution, and shall have

pew, r to authorize the seal of this corporation to be affixed to all papers which

may require it.
(d) To authorize and cause to be executed mortgages and liens, without li

as to amount, upon the real and personal property of this corporation. '
(e) From time to time to determine whether and to what extent, at 

wiat

time and place, and under what conditions and regulations the accounts and
books of this corporation, or any of them, shall be open to the inspection ofa ,any stockholder; and no stockholder shall have any right to inspect any accoltn 

books, or document of this corporation except as conferred by statute or by tile
by-laws, or as authorized by a resolution of the stockholders or hoard of
directors.

mit

(f) To sell, assign, convey, or otherwise dispose of a part of the propert
assets, and effects of this corporation, less than the whole, or less than aubst

tially the whole thereof, on such terms and conditions as they shall deein
advisable, without the assent of the stockholders in writing or otherwise;
also to sell, assign, transfer, convey, and otherwise dispose of the whole or(Isubstantially the whole of the property, assets, effects, franchises, and go()

will of this corporation on such terms and condirons as they shall deem advis"
able, but only with the written consent or pursuant to the affirmative vote of
the holders of a majority in amount of the stock then having voting power :Old
at the time issued and outstanding, but in any event not less than the 

amoant

required by law.
(g) All of the powers of this corporath a. in so far as the same lawfully nlay

be vested by this certificate in the board of directors, are hereby conferred al
the board of directors of this corporation.

Eleventh. In the absence of fraud, no contract or transaction between this

corporation and any other association or corporation shall be affected by tile

fact that any of the directors or officers of this corporation are interested
or are directors or officers of such other association or corporation, and all:c
director or officer of this corporation individually may be a party to, or 010:4"

be interested in, any such contract or transaction of this corporation; and
such contract or transaction of this corporation with any person or persons, firin'
association, or corporation shall be affected by the fact that any director or

officer of this corporation is a party to, or interested in, such contract or trails'
action, or in any way connected with such person or persons, firm, association,

or corporation; and each and every person who may become a director or officer

of this corporation is hereby relieved from any liability that might otherWise
exist from thus contracting with this corporation for the benefit of himself
or any person, firm, association, or corporation in which he may be in any WO
interested: Provided, however, That in any such case the fact of such interest8

shall be disclosed to the other directors or stockholders acting upon or ill
reference to such contract or transaction.

Twelfth. This corporation may in its by-laws make any other provisions
or requirements for the management or conduct of the business of this col'
poration, provided the same be not inconsistent with the provisions of Chin
certificate or contrary to the laws of the State of Delaware, or of the United
States.

Thirteenth. This corporation reserves the right to amend, alter, change, add
to, or repeal any provision contained in this certificate of incorporation in the
manner now or hereafter prescribed by statute, and all rights conferred WO
officers, directors, and stockholders herein are granted subject to this reserra"
tion.
We, the undersigned, being all of the incorporators for the purpose of forMing

a corporation, in pursuance of an act of the Legislature of the State of DelaWil
entitled "An act providing a general corporation law" (approved March 10'
1899), and the act amendatory thereof and supplemental thereto, do make 101
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le this certificate of incorporation, hereby declaring and certifying that the
facts herein 'stated are true and accordingly hereunto have set our respective
.hands and seals this 1st day of April, A. D. 1929.

S. L. MACKEY. [ SEAL. ]
J. SKRIVA N. [ SEAL. ]
H. KENNEDY. [ SEAL. ]

In the presence of:
JOHN W. GAILEY.

fly-LAWS OF FIRST BANK STOCK CORPORATION AS AM ENDED

ARTICLE I

SECTION 1. 'The 'principal office of the corporation in Delaware shall be in
'Wilmington, and the resident agent in charge thereof shall be Corporation
:Service 'Co. •

Tile corporation may :also have offices in the cities of Minneapolis and St.
Paul, in the State of Minnesota, and at such other places as the board of
(directors -may from 'time to 'time designate. -

SEC. 2. The corporate seal shall be circular in form and have inscribed thereon
the name-of the corporation, the year of its incorporation (1929) and the words
Corporate 'Seal, Delaware."

A RV CI.E II, STOCK HOLDERS

SECTION 1. Tile annual meeting of the stockholders of the corporation, begin-
llllg the year 1930, shall he held at its office in Minneapolis or at its office
Ill St. Paul as may be determined by the executive committee and stated in the
:notice .of said meeting mailed to the stockholders, on the first Tuesday of
'January Of each year at '3 o'clock p. m. (or if said day be a legal holiday,
:then on the next succeeding day not a holiday), at which meeting the stock-
holders shall elect by ballot by plurality vote a board of directors consisting
of not less than 50 nor more than 150 members. Each stockholder shall be
'entitled to one vote in person or by proxy for each share of stock held by him.
No change of the time or place of a meeting for the election of directors,

As fixed by the by-laws, shall be made within 60 days next before the day on
Which such election is to be held.
SEC. 2. A complete list of stockholders entitled to vote, arranged in alpha-

betical order, shall be prepared by the secretary and shall be open to examine
:U(3u by any stockholder at the place of election for 20 days prior thereto and
during the whole time of election.

SEC. 3. Special meetings of stockholders may be called by the chairman of
the board of directors of the president and shall be called on the request in
'Writing of any three directors, or on the request in writing of stockholders of
record owning not less than one-fourth of the capital stock outstanding which
call or request shall in each case specify the purpose of the meeting so called or
Tequestetl. The notice of such meeting shall in general terms state the purpose
of such meeting and no business shall be transacted thereat' except as stated
Ill the notice thereof. Any such meeting may be held at such place within or
without the State of Delaware as may be fixed by the board of directors, or
bY the executive committee, or the chairman of the board or the president,
and as may 'be stated in the notice of such meeting.

SEc. 4. Notices of all meetings shall be mailed by the secretary to each stock-
'holder of record at his last known post-office address as the same appears on
the books .of the corporation. Notices of annual meeting shall be mailed 10

-days prior 'to -the date thereof, and notices of special meetings shall be mailed
:5 days prior to the date thereof.

SEC. 5. At any annual or special meeting of the stockholders, a majority of
the shares of capital stock of the corporation then outstanding, represented by
The owners thereof or by their proxies duly authorized in writing, shall con-
stitute a quorum for the transaction of business.
Any meeting of the stockholders at which a majority of the capital stock

then outstanding is .not so represented, shall be adjourned from time to time,
not exceeding 30 days in any one adjournment, until a majority of the stock
iS so represented, and at any adjourned meeting of the stockholders, a quorum
being present, ,any .and all .business may be transacted which might have been

A



898 BRANCH, CHAIN, AND GROUP BANKING

transacted at the original meeting and with the same force and effect, and.
at any such adjourned meeting, proxies intended for use at the meeting orig-
inally called shall be valid unless such proxies otherwise provide.

SEC. 6. The chairman of the board of directors or the president shall, hi the
order named, preside over all meetings of stockholders, and if neither of such
officers be present, then the chairman of the meeting shall be elected by pluralitY

vote of the stockholders.
SEC. 7. The board of directors may close the stock. transfer books of the

cOrporation for a period not exceeding 20 days preceding the date of any meet-
ing of stockholders or the date for payment of any dividend or the date for

the allotment of rights or the date when any change or conversion or exchange*
of stock shall go into effect; or, in lieu of closing the stock transfer books, the
board of directors may fix in advance a date, not exceeding 20 days preceding'
the date of any meeting of stockholders or the date for the payment of atlY
dividend or the date for the allotment of rights or the date when any change
or conversion or exchange of stock shall go into effect, as a record date for
the determination of the stockholders entitled to notice of and to vote at an,
such meeting, or entitled to receive payment of any such dividend, or to aDY
such allotment of rights, or to exercise their rights in respect of any such
change, conversion or exchange of stock, and in such case only such stock-
holders as shall be stockholders of record on the date so fixed shall be entitled
to such notice of and to vote at such meeting, or to receive payment of such
dividend, or to receive such allotment of rights, or to exercise such rights, SS
the case may be, notwithstanding any transfer of any stock on the books of
the corporation after any such record date fixed as aforesaid.

ARTICLE III

SECTION 1. The board of directors of the corporation shall consist of such
number of directors as may be elected by the stockholders or board of directorn
from t'me to time, such number, however, to be not less than 50 nor more than,
150. The directors shall hold office until the next annual election and until
their successors are elected and qualify. The board of directors may at as!
time, and from time to time, elect directors to fill vacancies among their number
in any manner arising and, within the limits as to numbers above set forth.
may at any time, and from time to time, elect additional directors. A quortun
of the board of directors shall at all times consist of the smallest number of
directors permitted by law to constitute a quorum, I. e., one-th;rd of the number
of persons who shall at any given time be directors. D'rectors need not he
stockholders.

Sze. 2. Meetings of the board of directors shall be held at such place, within
or without the State of Delaware, as may from time to time be fixed bY
resolution of the board or as may be specified in the call of any meeting-
Regular meetings of the board of directors shall be held at such times and.
at such places as may from time to time be fixed by resolution of the board
and special meetings may be held at any time upon the call of the executive
committee, the chairman of the board of directors, or the president, by oral.
telegraphic, or written notice duly given, sent, or mailed to each director not,
less than two days before the meeting. A meeting of the board may be held
without notice immediately following the annual meeting of the stockholders
at the same place at which such meeting is held. Notice need not be given
of regular meetings of the board held at times fixed by resolution of the hoard.

SEC. 3. The board of directors may, by resolution or resolutions, passed bY
a majority of the whole board, designate an executive committee to consist
of not less than 6 nor more than 15 directors, as the board may from time
to time determine. In addition to the members designated by the board, the
president of the corporation shall at all time ex-officio be ii member of the
executive committee. The executive committee shall have and may exercise.
when the board is not in session, all the powers of the board of directors in
the management of the business and affairs of the corporation and shall have
power to authorize the seal of the corporation to be affixed to all papers
which may require it, but the executive committee shall not have power to
elect members of the board of directors or to change the membership of, or
to till vacancies in the executive committee or to make or amend by-laws of
the corporation. In addition to the foregoing powers and without in anY
manner limiting the same, the executive committee is hereby specifically
granted the following powers:
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..'(a) To issue shares of the capital stock of the corporation and within the
limitations set forth in the certificate of incorporation to offer shares of the
'capital stock of the corporation for sale pro rata to the stockholders of the cor-
.Poration or otherwise as the executive committee may from time to time deter-
aline, and to offer shares of the capital stock of the corporation in exchange for
Shares of stock of any bank, banking association, trust company, or other cor-
Poration of whatsoever nature on such basis as the executive committee may
from time to time determine.
(b) To declare dividends upon the capital stock of the corporation and to set

Aside such reserves as the executive committee may determine advisable.
(c) To borrow money and to secure the repayment of the same by pledge or

'mortgage of any or all of the assets of the corporation.
(d) To determine the terms and conditions upon which the stockholders may

'examine the books of the corporation and the extent of such examination.
(e) To selea part of the assets of the corporation less than the whole or less

than substantially .the whole thereof.
(1) To direct the closing of the books for the transfer of shares of the capital

htoek of the corporation and to fix record dates for determination of stockholders
'entitled to vote at. meetings of the stockholders of the corporation, or to receive
dividends upon the capital stock of the corporation, or to receive rights to pur-
chase additional shares of the•capital stock of the corporation, or for any other
Purpose.
(g) To purchase property of any sort or description for the use of the cor-

iPoration.
(h) To appoint officers of the corporation, excepting only the chairman of the

'hoard of directors, the president, and the vice presidents, and to determine the
.aaillry and compensation of all of the officers of the corporation.
0) To authorize the signing of checks, notes, contracts, and other instruments

or and on behalf of the. corporation.
(I) To propose and declare advisable amendments to the certificate of incor-

Donation of the corporation and to call meetings of the stockholders to consider
same.

(k)'To authorize the purehase by the corporation of shares of its capital stock.
( To fix the amount of or to waive a bond upon the issuance of certificates
stock in lieu of lost, destroyed, or stolen certificates.
(m) Noschange the principal office of the corporation and the resident agent

in charge thereof.
(a) To authorize the issuance of scrip of the corporation in lieu of the frac-

._tional shares and to determine the date upon which such scrip shall be and
uecome void.
(o) To make application to the New York Stock Exchange and/or the Chicago

atnek Exchange for the listing thereon of the shares of the capital stock of the
corporation and to execute any and all instruments, and do all acts and things
necessary or proper in order to cause said shares so to be listed, including the
appointment of New York and/or Chicago transfer agents and registrars.
(P) To appoint proxies and attorneys in fact for the corporation to vote upon

thares of stock of any bank or other corporation owned by this corporation
4t meetings of stockholders of such bank or other corporation.
The board shall have the power at any time to change the membership of the

Txecutive committee, to fill existing vacancies in its membership, or to dissolve
'i• The executive committee may make rules for the conduct of its business
!rid may appoint such committees or assistants as it shall from time to time
meem necessary. Five members of the executive committee shall constitute a
tinorum but any less number thereof may adjourn. While the members of the
e.xecutive committee shall act only as a committee and the individual members
Mall have no power as such, still it shall not be essential that said committee
liet only in meeting but any action taken with the written consent of all mem-
°ers of the executive committee shall 'be as valid and effectual as though
kerma'', taken at a meeting of said executive committee.
See. 4. The board of directors may also, by resolution or resolutions passed

03' a me jority of the whole board, designate one or more other committees, each
of such committees to consist of two or more of the directors of the corporation
*bleb, to the extent provided in said resolution or resolutions, shall have and
&IV exercise the powers of the board of directors in the management of the
"nhiness and affairs of the corporation, and shall have power to authorize the
aeal of the corporation to be affixed to all papers which may require it. Such
cronmittee or committees shall have such names or names as may be determined
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from time to time by resolution adopted by the board of directors. A. majority

of the members of any such committee may determine its action and fix the

time and place of its meetings, unless the board of directors shall otherwise

provide. The board of directors shall have power at any time to fill vacancies
In, to change the membership of, or to dissolve any such committee.

ARTICLE IV

SECTION 1. The board of directors, as soon as may be after the annual election

In each year, shall choose a chairman of the board of directors, a president and
two or more vice presidents, to serve until the next annual meeting of the
directors and until their successors shall be elected and shall qualify. Tile
board of directors shall also appoint a secretary and treasurer and such other
officers, agents, and employees as it may deem proper, who shall. serve during
the pleasure of the board of directors. Tile office of secretary and treasurer ma)
be held by the same person and a vice president of the corporation may also be

either the secretary or treasurer. The chairman of the board of directors and
the president shall be chosen from among the directors.

SEC. 2. Subject to such limitations as the board of directors or the executive
committee may from time to time prescribe, the officers of tile corporation shall
each have such powers and duties as generally pertain to their respective offices.
as well as such powers and duties as may from time to time be cOnferred by the

board of directors or by the executive committee. The secretary shall be sworn

to the faithful discharge of his duties. Any of the officers of the corporatioll.

may be required to give bond for the faithful discharge of their duties, in such

sum and with such surety as the board of directors or the executive committee

may from time to time prescribe.
Sac. 3. The salaries of the officers shall be fixed from time to time by 

the

board of directors or the executive committee and no officer 8111111 be prevented.

from receiving such salary by reason of the fact that he is also a director of the

corporation.
ARTICLE V

SamoN 1. The interest of each stockholder of the corporation shall be CO'
denced by a certificate or certificates for shares of stock in such form as
board of directors may from time to time prescribe. The shares of the stovl
of the corporation shall be transferable on the books of the corporation by Ow
holder thereof in person or by his attorney upon surrender for cancellation of a

certificate or certificates for the. same number of shares with an assignment 
and

powtr of transfer indorsed thereon or attached thereto duly executed, and will'

such proof of the validity of the signature as the corporation, or its•agents waS
reasonably require.

SEC. 2. The certificate of stock shall be signed by the president or a viee
president and by the secretary or an assistant secretary, provided that if
certificates are signed by a transfer agent or transfer clerk and by a regi:t nl1s!

the signatures of such president, vice president, secretary or assistant secret0

may be facsimiles, engraved, or printed.
SEC. 3. No certificate for shares of stock in the corporation shall be issued in

place of any certificate alleged to have been lost, stolen, or destroyed, excel"
upon production of such evidence of such loss, theft, or destruction, and un°11
delivery to the corporation of a bond of indemnity in such amount and uPtni
such terms and se( ured by such surety as the board of directors or the executive
committee in its discretion may require.

ARTICLE VI

Samoa 1. The books of the corporation, except the original or duplicate stovi!
ledger, may be kept outside of tlie State of Delaware at such. place or places as,
the board of directors or the executive committee may from time to dal(

determine.
Sac. 2. The board of ,ii redo 8 or the exe utive committee may authorize allY.

officer or officers, agent or agents of the corporation, to enter into any contrac,

or execute and deliver any instrument in the name of and on behalf of ale
corporation, and such authority may be general or confined to specific instance:.
and unless so authorized by tile board of directors or executive committee
officer, agent, or employee shall have any power or authority to bind the corP0'
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;101011 by any contract or engagement or to pledge its credit or to render it
uable pecuniarily for any purpose or to any amount.
No loans shall be contracted on behalf of the corporation and no negotiable

DaPer shall be issued in its name unless authorized by the board of directors
13t the executive committee. When so authorized, any officer or agent of the
corporation may effect loans and advances at any time for the corporation from
rutlY bank, trust company, or other institution, or from any firm, corporation,
Or individual; and for such loans and advances may make, execute, and deliver
Promissory notes or other evidences of indebtedness of the corporation; and
When authorized as aforesaid, as security for the payment of any and all loans
Itod advances to, and indebtedness and liabilities of the corporation, may,
;sithiect to the provisions of the certificate of incorporation, mortgage, pledge,
'13'Pothecate, or transfer any real and personal property at any time held by
the corporation, and to that end execute instruments of mortgage or pledge or
(2therw1se transfer said property. Such authority may be general or confined

oPecific instances.
Ali checks, drafts, or other orders for the payment of money, notes, or other

st;Yidences of indebtedness issued in the name of the corporation, shall be
,Igned by such person or persons and in such manner as shall from time to
'One be determined by the board of directors or the executive committee.

funds of the corporation shall be deposited from time to time to the credit
the corporation under such conditions and in such banks, trust companies, or
her depositaries as the board of directors or the executive committee may
signate, or as may be designated by any officer or officers, agent or agents of
corporation to whom such power may from time to time be delegated by

,.ttle board of directors or the executive committee; and for the purpose of
?lleh deposit any person or persons to whom such power is so delegated may
,dolorse, assign, and deliver checks, 

drafts, 
and other orders for the payment

Money which are payable to the order of the corporation.
„„Uniess otherwise ordered by the board of directors, or the executive cora-
:ulttee, the chairman of the board of directors or the president shall have full
11,)°wer and authority in behalf of the corporation to attend and to act and to

at any meeting of the stockholders of any corporation in which the coin-
t atlY may hold stock, and at any such meeting shall possess and may exercise
4'119 and all the rights and powers incident to the ownership of such stock,
°a Which, as the owner thereof, the corporation might have possessed and
ercised if present. The board of directors or the executive committee by

,resolution, from time to time, may confer like powers upon any other person
ur Persons.
a SEC. 3. The fiscal year of the corporation shall begin on the 1st day of
°unary in each year and shall end on the 31st day of December following.
r SEC. 4. Any stockholder, officer, or director may waive in writing any notice
nNUired to be given under these by-laws whether before or after the time
tated therein.

01,8E0. 5. The by-laws of the corporation may be amended, added to, rescinded.
repealed at any meeting of the stockholders, provided notice of the proposed

,11111)ge is given in the notice of the meeting. Subject to the power of the
btockholders to amend, add to, rescind, or repeal any by-laws made by the
4°1 11rd of directors, the board may make additional by-laws for the corporation
!u May from time to time amend, add to, rescind, or repeal any of these

OF MINNESOTA.
County of Hennepin, Ns:

4,‘I, A. E. Wilson, do hereby certify that I am the duly appointed, qual:fied,
acting secretary of First Bank Stock Corporation, and that the foregoing

(i true and correct copy of the by-laws of said corporation in effect at the
4,!e hereof.
0
4

1 witness whereof I have hereunto set my hand and the seal of First Bank
ek Corporation this 5th day of November, 1929.

A. E. Wii.sos, Secretory.

FIRST BANK STOCK CORPORATION

,With the adoption of the Federal reserve act, honking in the United States
8 established upon a definite regional basis, within areas having common`1:0t,
..0111ie interests and hound together by established zones of trade andteit
°tiles of transportation.
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The ninth Federal reserve district, comprising the States of Minnesota, ig011,;
tana, North Dakota, and South Dakota, the upper peninsula of Michigan, an"
uorthwestern Wisconsin, is centralized in the Federal Reserve Bank of MinnealP:
us. St. Paul and Minneapolis are the largest cities within the district, the terint;
nal headquarters of the railroads traversing the territory, the seats of many 11'
the larger industries and businesses serving the district as a whole, and tile
clearance centers of a major volume of commercial transactions originating

within the territory.
For generations the First National Banks of Minneapolis and St. Paul blc!

ueen territorial banks of approximately the same region now included 
within

the reserve district. They are the largest banks in the district, and has!
always been closely identified with the major fiscal activities of the Northwest,

serving as the depositories of the territorial industries and also as the retl

count correspondents and reserve depositories of the majority of the banks 0
the smaller cities and towns.

ORGANIZATION

In August, 1929, the stockholders of these two banks in association with 0.
.lumber of the other leading banks of the ninth district decided to unite
strength of their institutions within a group organization, which it was belie!e
could better serve this territory by creating a medium through which tu:
banks of the Northwest could associate for common strength, improved nervie'
and facility.
The First Bank Stock Corporation of Minneapolis and St. Paul was organlzed.

as a central holding company, affording opportunity to the key banks of 1„
district to affiliate through common ownership, bringing into a partnersVi
relation the territorial banks of the metropolitan cities, the commercial ban"'
of the industrial centers, and the agricultural banks of the rural areas.

PRESENT SCOPE

Since its organization the corporation has grouped together 93 of the lead!,,nge
banks, trust companies, and allied financial houses, including many of u'f
oldest and most substantial institutions of the territory with long records cr'
sound management, substantial earnings, and notable service to their 00113,,i
munities. By pooling the interests of these banks greater diversification .,ve,
res times and risk is accomplished; each affiliate is enabled to meet more 0%
quately the seasonal needs of its trade area, while periodical surpluses of f0rì ;4
accumulated beyond local credit needs can be constantly and profitably emPl0Y
supporting the general trade of the territory.

Sixty-seven cities now are served by affiliates of the corporation, as folios'''.

State Cities volts

44
Minnesota 24 ii
Montana 13 11
North Dakota 17 11
South Dakota 10
Michigan 3
Territorial a fithate,s 

OWNERSHIP

The First Bank Stock Corporation is territorially owned. Its au thori0
capitalization Is 10,000.000 shares at $25 par, of which approximately 3,030,(- 11
shares are outstanding, held by some 16,000 individual stockholders reside,;:i
almost exclusively within the district. Thus the territory as a whole partl.
pates in the distribution of the earnings of the corporation.
•

INVESTMENTS AND FINANCING

Supplementing the usual banking functions of the affiliated members r,
the group, two major subsidiaries are maintained. The First Securities 6°D
poration provides a general investment and securities service operating throle
the banks of the group and extending its facilities to the investing Pt11)
throughout the Northwest.
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The First Bancredit Corporation is an agency for providing credit facilities
specialized financing fields, particular in the building and construction lines,

unancing installation sales through manufacturers and dealers.

OPERATIONS

OPerations of the First Bank Stock Corporation contemplate the retention in
the hands of local boards of directors and resident officers of the management
Of the banking units. The central organization affords a supplementary, coop-
erative service functioning through several divisions and designed to maintain
mhip-.—=37 competent management in the units. Periodical examinations, central

!nvestment of secondary reserves, adoption of proven standards, exchange of
information and the bringing to bear of trained Judgments throughout the
entire system of banks should insure their operation at a maximum constant
of efficiency, providing a degree of security for depositors equal to that of the
greatest banks of the nation.

MANAGEMENT

Management of the First Bank Stock Corporation is vested in a board of
utrectors representative of the most substantial interests of the Northwest,
In executive committee of commercial, agricultural, and investment bankers of
tuanY years experience in the territory served and a group of operating officers
recruited from the executive staffs of the First National Banks of St. Paul
and Minneapolis.
The executive committee of fifteen is composed as follows:
C. T. Jaffray, chairman of the board of First Bank Stock Corporation, and

President of the Minneapolis, St. Paul & Sault Ste. Marie Railroad.
u George It Prince, president of the corporation and chairman of the First
(National Bank of St. Paul.
,Lyman E. Wakefield, vice president of the corporation, president of the First
(lational Bank of Minneapolis and chairman of the Board of the First Minne-
apolis Trust Co.
Richard C. Lilly, vice president of the corporation and president of the First

+National Bank of St. Paul.
11. J. Leeman, vice president and general manager of the corporation and vice

President of the First National Bank in Minneapolis.
James E. Woodard, President of the Metals Bank & Trust Co. of Butte, Mont.
gam Stephenson, president of the First National Bank of Great Falls, Mont.
T. A. Marlow, President of the National Bank of Montana, Helena.
, J.. C. Bassett, chairman of the board of the Aberdeen National Bank & Trust

and pres!dent of the First State Savings Bank, Aberdeen, S. Dak.
C. B. Little, president of the First National Bank of Bismarck, N. Dak,
R. W. Webb, president of the First Minneapolis Trust Co.
J. A. °ace, vice president of the First National Bank of St. Paul.
Julian B. Baird, president of the First Securities Corporation, St. Paul.

McC. Washburn, vice president and general counsel of the First Bank
" oe k Corporation, Minneapolis.

N. Paul Delander, vice president of the First Securities Corporation, St. Paul.

RESPONSIBILITY

The management of the First Bank Stock Corporation is conscious of the
great degree of public responsibility which the nature of this organization
ntails. Banking is a semipublic function and banks are charged not only
!th the safeguarding of the accumulated capital of the areas they serve but

7.1th the maintenance of a stable financial structure through careful directionOf the uses to which this capital is put. Strong banks are essential to prosperity
bad sound development and it is our purpose to afford the entire territory a
anking service meriting the greatest degree of confidence.
It is also our intention that the development of this system shall be con-

lacted frankly and openly and that the residents of the Northwest shall at all
tliries be provided with comprehensive information concerning its activities.
With that policy in view this booklet is published.
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GROUP BANKING

Group banking is the name that has come into common usage for this step in
the evolution of the American banking system, which has developed extensivelY
in the Northwest, prompted by a need to meet a definite change in econonlie
•conditions. Group banking is not simply chain banking under another name.

Chains of banks under common ownership or common control, usually of a
single individual, have existed for generations, the majority stockholder or.

stockholders simply exercising that natural right to supervise the operations
•of all the corporations in which their holdings represented controlling Interests.
Chain management generally reflected a single dominant individual. GrouP
banking, on the other hand, is the association of a number of corporately inde-
pendent institutions within a single holding company for mutual advantaga4.
the group being built around one or more large banks of a territorial nature and,

its management resting in the hands of the banking interests of the territo0
served.

HOW BANKS AFFILIATE

The association of these banks is accomplished by the exchange of stock of the
affiliating institutions for the shares of the holding company, the investment
interest of the individual stockholders being transferred to the controlling CO"
poration. As a consequence, the ownership of a group rests in the hands of
large number of stockholders representative of the entire district served by th(
group.
In the parent corporation, a reserve capital structure is created which stand,

as an emergency reserve for every member of the group.

ADVANTAGES

Group banking of this type has certain inherent elements of increase 
strength over single banking institutions. Banking is a business of careful
Investment of the funds entrusted by depositors, and the simple pooling of the,
investments of a number of banks entails a wider diversification of risk. Tlit
group accomplishes a further diversification through the greater variety and
type of area and industry served by its members.

Supported by this greater diversification the unit is in a position to rnee,t
more fully peak credit loads and seasonal needs of its community. Suet'
seasonal needs of different localities and industries vary widely, often to
point ,of complete absorption of local credit resources. The group organize'
tion provides means of mobilizing the credit supply of the territory to 'neet
these conditions. At the periods of over-supply of available money in units
of the group this capital may be marshaled for financing the general businesS
of the territory.
The central treasury also provides a means for expanding the capital

structure of its affiliates if the growth of the local communities requires the
expansion of loaning power to meet rapid development of trade and industry.
Maintenance of supplementary facilities in territorial divisions of the grunP,,

will enable the affiliated banks to provide types of services formerly offereu
by only the largest banks.
Management of the banks in the group remains in the hands of their cor

porate organization, the credit authority being exercised by local officers and
directors. Supervision by the holding company is directed at maintaining
efficient management, the conducting of careful examinations, the require'
ment of periodical reports, the exchange of information, and the adoption
of efficient standards and methods.

BUILDING THE COMMUNITIES SERVED

Group banking contemplates the development to the maximum of the servite.
of the component units to the communities in which they are situated. 00
through the prosperity and success of its affiliates can the group expect te
develop and prosper, and its continued prosperity rests with the development
•of the communities served.
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In recent years there has been a growing tendency among the smaller and
more isolated banks to keep their assets in such a liquid condition as to be
able to meet an emergency, mass withdrawal at any moment. This has re-
sulted in the creation of overly large liquid reserves, such as cash on hand, cash
en deposit with' other banks, investments in highly liquid assets such as Gov-
ernment and other low-return bonds and notes. The existence of a large
Mobile reserve within the holding company will release back to the use of
the local communities a large volume of capital now withdrawn from support
Of general business.
The Northwest is a new country, rich in resources whose exploitation for

the benefit of the people living within the territory, will require large credits
from outside its borders. The group is a medium through which capital can
be drawn into the Northwest and diffused throughout the entire region.

. These are the financial institutions affiliated with First Bank Stock
Corporation.

[Fi7ures as of December 31, 19291

State, lain k,and city

MINNESOTA

First National Bank, Minneapolis  
First Minneapolis Trust Co., Minneapolis 
First Minneapolis Co., Minneapolis 
Minneapolis-Trust Joint Stock Land Bank,
Minneapolis 

Mffinehaha National Bank, Minneapolis...
Bloomington-Lake National Bank, Minne-
▪ 5plis 
rroduce State Bank, Minneapolis 
ljannepin State Bank, Minneapolis 
rust National Bank, St. Paul 
Merchants Trust Co.. St. Paul 
rand Avenue State hank, St. Paul 
,rarniers  & Merchants State Bank, St. Paul_
51rst Veterans State Bank, St. Paul 
ZeeUrity State Bank, St. Paul 
rreeborn County National Bank & Trust

Albert Lea 
.North Side State Bank, Albert Lea 
Farmers National Bank, Alexandria 
▪ stin National Bank, Austin 
yst National Bank, Austin 
A„ational Bank of Benson, Benson 
rarmers National Bank, Blue Earth 
F,irst National Bank, Blue Earth 
Lirst National Bank, Brainerd 
4?....innesota National Bank, East Grand
Y...orks (opened Jan. '2) 

rirst National Bank, Fairmont 
_First National Bank, Graceville 
rirst National Bank, Heron Lake 
State Bank of Litchfield, Litchfield 
Abtnerican National Bank, Little Falls 
eordes State Bank, Little Falls 

i• rst National Bank, Mankato 
•nankato Loan & Trust ('o., Mankato 
Northfield National Bank & Trust Co.,
_Northfield 
Vrst National Bank, Owatonna 
„rinestone National Bank, Pipestone ..
''ecurity National Bank & Trust Co., Red
p
..1,rst National Bank, Rochester. 
alerchants National Bank, Sauk Centre....
First National Bank, Spring Valley 
Se, curity Natilnal Bank, Willmar 
int National Bank, Windom 

Total 

Capital, surplus,
and undivided

profit s
Deposits Resources

$11,613,170.30 $98, 089, 237.49 $121, 035,069. 92
2,400,000.00 23, 879,378.42 26, 510,493. 24
3,697,842.47  4, 484,010. 33

667,169.93  5, 073,272. 16
121,562.17 1, 622,346.14 1, 848,564. 10

263,424.16 2, 103, 8,52.36 2, 570,425. 25
136,617. 18 1,175,329.84 .1, 318,672. 85
123,725.89 578, 162.77 693,141. 87

11,046,408. OS 93, 059, 881.05 113, 962,801. 79
1,180,802.25 7, 916, 619.29 9, 183,666. 59

52,100.56 519. 641.67 575,157. 47
79,155.93 893, 204. 16 983,426. 82
112,709.01 262, 200.00 381, 161.52
97,056.58 799, 690.80 909,278. 21

130,000.00 451, 905.99 586.205. 71
52,365.26 721, 569.77 77.915. 03
126,592.60 985, 291. 10 1, 125,208. 11
140,616.51 1, 770, 726.93 1, 963,928. 28
315,388.90 2,456, 236.36 2, 894,680. 49
74,428.03 150, 266.52 224,694. 55
80,865.72 573, 388.25 714,570. 19
44,301.19 463, 576.46 519,127.65
217,934.12 3, 113, 015.13 3, 407,891. 15

65,000.00  65,000. 00
139,298.24 1, 203, 774.98 1, 393,073. 22
52,818.83 814, 784.86 904,173. 91
93,277.64 824, 288.19 952,565. 83
152,069.15 1,312,412.65 1, 483,958. 54
151,003.52 1, 506, 012.36 1, 766,225. 36
38,124.61 391, 789.06 429,913. 67

321,595.64 3, 683, 109.18 4,142,204.82
120,183.24  151,421. 32

167,062.51 1, 038, 574.26 1, 314,896. 69
136,743.21 1, 822, 635.08 2, 059,378. 29
110,119.47 1, 071, 095. 13 1, 196,356. 17

166,121.01 1, 383, 294.71 1, 556,626. 46
383,951.54 3, 712, 470.88 4, 316,266. 15
69,741.92 1, 144, 476.46 1, 298,420. 07
102,441.70 1, 203, 156.61 1, 365,598. 31
127,706.62 95, 376.56 223,083. 18
177,706.11 1, 222, 003.03 1, 485,199. 69

35,349,201.79 264, 004, 776.52 327, 843,744. 06

• Figures for the North side office, the West Broadway office and the St. Anthony Falls office of the First
\ at Orial Bank in Minneapolis are included in the totals of the main office.
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State, bank, and city

MONTANA

Midland National Bank, Billings 
Commercial National Bank, Bozeman 
Metals Bank & Trust Co., Butte 
American National Bank, Forsyth 
Chouteau County Bank, Fort Benton 
First National Bank, Great Falls 
Montana National Bank, Havre 
American National Bank, Helena 
Montana Trust & Savings Bank, Helena..
National Bank of Montana, Helena 
National Bank of Lewistown, Lewistown..
National Park Bank in Livingston, Livings-
ton 

First National Bank, Miles City 
Western Montana National Bank, Missoula
First State Bank, Shelby 

Total

NORTH DAKOTA

First National Bank, Bismarck 
First National Bank, Cando 
Merchants National Bank, Cavalier 
First National Bank, Cooperstown 
Merchants National Bank & Trust Co.,
Fargo 

First National Bank, Glenlin 
Red River National Bank & Trust Co.,
Grand Forks 

First National Bank, Harvey 
First Nationtil Bank, Hebron 
National I3auk (St Trust Co., Jamestown...
First National Bank, Lidgerwood 
Union National Bank, Minot 
First National Bank in Neche, Neche 
First National Bank, New England 
First National Bank, New Rockford.  
First National Bank, Rolla 
National Bank of Valley City, Valley City.

Total

SOUTH DAKOTA

Aberdeen National Bank & Trust Co.,
Aberdeen 

First State Savings Bank, Aberdeen 
Clark County National Bank, Clark 
First National Bank, Gettysburg 
Potter County Bank, Gettysburg 
First National Bank, llighmore 
Security National Bank (In process of or-
ganization), I 1 uron 

First National Bank, Lemmon 
First National Bank, Miller 
First National Bank, Ree Heights 
First National Bank, St. Lawrence 
First National Bank & Trust Co., Ver-
milion 

Total 

MICHI(IAN

First National Bank, Calumet 
First National Bank, Hancock 
First National Bank, Laurium 

TERRITORIAL SUBSIDIARIES

First Bancredit Corponition, St. Paul.
First Securities Corporation, St. Paul 

Capital, surplus,
and undivided

profits
I )eposits Resources

$320, 000. 00 $4, 223, 760. 78 $4, 748,764
504, 307. 79 2, 735, 096. 50 3, 310, 70

1, 278, 185. 55 21, 140, 244. 53 22, 770, 711
• 36, 781.89 458, 892. 12 500, 87'

97, 000. 00 893, 067. 00 991, 35:
789, 936.87 12, 360, 038. 83 13. 304, 971
81,714. 90

_
1, 072, 327. 51 I, 156, 24:

• 011,467.36 4, 598, 081. 63 5, 209, 541
327, 929.81 2, 864, 621. 61 2, 992, 55
425, 924. 88 3.614, 999.83 4, 155, 661
200, 229. 19 I, 331, 251.32 1, 031,481

244, 498. 80 3,090, 544. 92 3,372, 00;
• 300, 858. 95 2, 823, 552.49 3, 128, 701
• 408, 657. 80 4,435, 804.06 4, 944, 461
• 42, 908. 24 619,607. 71 662,511

• 5, 575, 402. 03 66,066, 890. 84 72, 787, 24f

438, 041. 62 3, 989, 507. 39 4.527. 541
78, 028. 04 712. 449. 29 802. 69(
116, 385. 30 677, 294. 22 743. 671
66,015.48 292, 267. 96 412,996

334. 732.77 2, 552, 937. 39 3,00(1, 134
40, 3(19.30 535, 114.23 583. 254

268, 122. 80 850, 512. 76 1,1341. 758
102, 174.05 ' 803, 360. 42 930,534
66, 749. 95 662, 885. 29 762,418
139, 083. 10 1, 450, 042. 79 1,604, 181
39, 812. 53 429, 888. 50 490, 113
127, 171. 60 1, 526, 64r3. 58 I, 772, 108
40, 000. 00 500, 000. 00 600,000
58, 595. 03 357, 880. 46 435,631
117, 326. 72 665, 822. 78 814,541
54, 464. 66 386, 901. 98 471, 909
138, 350. 71 1, 162. 518. 30 1, 361, 068

2, 173, 421. 16 17, 572. 077. 34 20, 460, 552

/15, 562. 17 3, 380, 282. 33

_..,

3, 635,844
103, 247.61 834, 623. 83 944, 780
61, 509.01 433, 695. 55 520. 068
48, 281. 14 437, 846. 32 516, 956
51, 907. 73 017, 117.22 683,019
114, 672. 26 847, 930. 40 1,017, 603

260, 000. 00  260, 000
77, 472. 90 532, 183. 70 641,888
173, 632. 30 1, 126, 243. 51 1,299. 875
49, 656. 08 300, 665. 27 350, 321
09, 073. 63 288, 532. 79 372, 306

163, 611.13 1, 959, 275. 07 2, 149, 312

1, 418, 625. 96 10, 758, 441. 99 12, 398, 098

,,
509, 893. 32 3,873, 519. 63 4,628, 412.
243, 176.71 3, 122, 788. 47 3, 436, 705.
185, 465. 45 1, 767, 082. 66 2, 068, 632

938, 535. 48 8, 763, 390. 76 10. 133, 751.

. I, 101, 227. 54  2. 751, 120.
7, 500, 000. 00  13, 990, 463.

8, 601, 227. 54  
Combined totals  54, 056, 416. 96 367, 165, 677. 45

.78

.14

.06

.01

.00

.70

. 41
,.90
41

. Si
51

19
•44
86
o5

69

01
49

.52

96

0$
97
05

• 18
13
05
00
48.
94
31
53

95

sO
11
29
21
29
65

00
65
81
35
44

33

58

80'
71

16, 741, 584. ell
460, 365,
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C. T. Jaffray, chairman of the board of directors; George H. Prince, presi-
dent; Lyman E. Wakefield, vice president; Richard C. Lilly, vice president;
llaul J. Leeman, vice president and general manager; Lyle W. Scholes, vice
President; A. McC. Washburn, vice president and general counsel; E. C. Kibbee,
'qee president; Alfred E. Wilson, secretary and comptroller; M. M. Hayden,
treasurer; and M. A. Cooley, assistant secretary and assistant treasurer.

DIRECTORS

Shreve M. Archer, Minneapolis, president Archer-Daniels Midland Co., Dell-
wood Elevator Co., and Toledo Seed & Oil Co.; director, First National Bank
Of St. Paul; Merchants Trust Co., St. Paul; and St. Paul Fire & Marine Insur-
ance Co.
Julian B. Baird, St. Paul, president First Securities Corporation; vice presi-

dent, Merchants Trust Co., St. Paul, and First Veterans State Bank, St. Paul;
treasurer, First Bancredit Corporation; secretary-treasurer and director,
Northwest Airways (Inc.) ; director, First National Bank of St. Paul, and
Grand Avenue State Bank, St. Paul.

J. C. Bassett, Aberdeen, S. Dak., chairman of the board of directors, Aber-
fleet! National Bank & Trust Co.; president and director, First State Savings
Bank, Aberdeen, S. Dak.; vice president and director, First National Bank,
Frederick, S. Dak.; director, Federal Reserve Bank, Minneapolis, Dakota Cen-
tral Telephone Co., and Agricultural Credit Corporation.
Russell M. Bennett, Minneapolis, president and treasurer Mace Iron Mining

Benore Co., and Ruddore Co.; president Fidelity Laundry Machinery &
Ingineering Co.; vice president and treasurer Minneapolis & Michigan Develop-
li,lent Co.; vice president, Warben Land Co.; treasurer Keewatin Mining Co.,
,,,argent Land Co., Sutton Land Co., Kearsarge Land Co., Meriden Iron Co., the
Cascade Corporation, Cascade Land Co., and Cascade Mining Co.; director and
tberaber of executive committee, Brazilian Iron & Steel Co.; director, Minne-
.aDolis, St. Paul & Sault Ste. Marie Railway Co., First National Bank in Minne-
apolis, First Minneapolis Trust Co., the Munsingwear Corporation, Vassar
'8vriss Underwear Co., Cunic Investment Co., Judson Land Co., Judson Mining
Co., Nevada Land Co., Nevada Mining Co., Pilgrim Land Co., and Leddore
Alines (Ltd.).

R. Bigelow, St. Paul, president St. Paul Fire & Marine Insurance Co.,
Mercury Insurance Co., and St. Paul-Mercury Indemnity Co. of St. Paul;
director, First National Bank of St. Paul, Merchants Trust Co., St. Paul, and
Motor Power Equipment Co.
John W. Black, Minneapolis, president John W. Black Co.; Security State

tank, Cannon Falls, Minn.; First National Bank, Thief River Falls, Minn.;
security State Bank, Beardsley, Minn.; Richfield National Bank, Minneapolis;
d Columbia National Bank, Columbia Heights, Minn.; vice president, Iron

-National Bank, Ironwood, Mich.; Oneida National Bank, Rhinelander, Wis.;
„k'irst National Bank, Wheaton, Minn.; and Crystal Falls National Bank,
vrYstal Falls, Mich.; director, Produce State Bank, Minneapolis.
Ralph Budd, St. Paul, president Great Northern Railway Co.; director, Chi-

'ago. Burlington & Quincy Railroad Co., the Colorado & Southern Railway Co.,
estern Fruit Express Co., Spokane, Portland & Seattle Railway Co., Glacier
ark Hotel Co., Canadian Rockies Hotel Co., First National Bank of St. Paul,

31erChIlIIIS Trust Co., St. Paul.
E. L. Carpenter, Minneapolis, president Shevlin, Carpenter & Clarke Co.,

varpenter-Hixon Co. (Ltd.), Land, Log & Lumber Co., McCloud River Lumber
Shevlin-Clarke Co. (Ltd.), the Shevlin Co., Shevlin, Carpenter & Hixon Co.,

2ational Lumber Manufacturers' Association; vice president, the Shevlin-Hixon
1:0.; director, Northwestern National Life Insurance Co., First National Bank
1_0 Minneapolis, First Minneapolis Trust Co.; trustee, Farmers & Mechanics
gavings Bank, Minneapolis.
P. A. Chamberlain, Minneapolis, chairman executive committee Firgt National

l„',!ank In Minneapolis; president Minneapolis Eastern Railway Co.; director
a'Irst Minneapolis Trust Co.; Minneapolis & St. Louis Railway Co.; Northwest-ern National Life Insurance Co.; and Northwestern Fire & Marine Insurance Co.
Hovey C. Clarke, Minneapolis, treasurer Shevlin, Carpenter & Clarke Co.,

atInneapolis ; director Shevlin-Clarke Co., Minneapolis; chairman Lloyds of
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Minneapolis; director First National Bank in Minneapolis; First. Minneapolii-

Trust Co.; and Minneapolis Foundation.
Franklin M. Crosby, Minneapolis, vice president of General Mills (Inc.) all3

the Washburn-Crosby group; director First National Bank. in Minneapolis.
N. P. Delander, St. Paul, vice pres:dent and director First Securities Corpora:

tion ; director First National Bank of St. Paul; Merchants Trust Co., St. Paul,

First Bancredit Corporation; Toro Manufacturing Co.; Stott Briquet Co.; A. 3"
Krank Co.; and Tri-State Telephone & Telegraph Co.

S. W. Dittenhofer, St. Paul, chairman of the board The Golden Rule, St•
Paul; president Dittenhofer Realty Co.

Charles Donnelly, St. Paul, president Northern Pacific Railway Co.
Northwestern Improvement Co.; director Chicago, Burlington & Quincy Rail-
road Co.; Colorado & Southern Railway Co.; Railway Express Agency (Inc.)'
First National Bank of St. Paul; and Merchants Trust Co., St. Paul.
L. 0. Evans, New York, general counsel Anaconda Copper Mining Co. awl

Butte, Anaconda & Pacific Railway Co.; director Metals Bank & Trust
Butte, Mont.; Mont. • First National Bank, Great Falls, Mont.; and Western Montana
National Bank, Missoula, Mont.
E. T. Foley, St. Paul, president Foley Brothers (Inc.) ; director PuritY

Bakeries Corporation; First National Bank of St. Paul; and Merchants Trust

Co., St. Paul.
Harry P. Gallaher, Minneapolis, president the Northwestern Consolidated

Milling Co.; director, First National Bank in Minneapolis.
Charles it. Gordon, St. Paul, president Gordon & Ferguson (Inc.), St. Paul;

director C. G. Gunther's Sons, N. Y.; First National Bank of St. Paul; nod
Merchants Trust Co., St. Paul. .
Theodore W. Griggs, St. Paul, president and treasurer Griggs, Cooper. & Co-

director First National Bank of St. Paul; Merchants Trust Co., St. Paul; Min-

nesota Employers' Association; C. W. Griggs Investment Co., Tacoma, WasIL;
and Cable Telephone Co., Cable, Wis.
William Hamm, jr., St. Paul, vice president Theo. Hamm Brewing Co., Banal°

Realty Co., Hamm Building Corporation; Inter-City Realty & Loan Co., F. & ][1,:
Corporation, and Emporium of St. Paul (Inc.) ; director First National Bat"'
of St. Paul and Merchants Trust Co., St. Paul.

Isaac E. Hansen, St. Paul, vice president First National Bank of St. Paul.
Harry J. Harwick, Rochester, Minn., secretary and treasurer Mayo Clinic'

Rochester, Minn., and Mayo Properties Asssociation, Rochester, Minn.: director
,

secretary, and treasurer the Kahler Corporation, Rochester, Minn.; First

tional Bank in Minneapolis; First Minneapolis Trust Co.; 1Vells-Dickey Co.; ant'
0. M. Corwin Co.
John H. Hauschild, Minneapolis, president Charles W. Sexton Co.; attorneY

Underwriters at Lloyds of Minneapolis; director First National Bank in Mill"
neapolis and Minneapolis Fire & Marine Insurance Co.
Horace M. Hill, Minneapolis, president Janney, Semple, Hill & Co., 

Mintie•

apolis; director First National Bank in Minneapolis and First MinnealVIP
Trust Co.
Louis W. Hill, St. Paul, chairman of the board, First National Bank of St•

Paul; director, Great Northern Railway Co.; president Great Northern Ire°

Ore Properties; director, National Surety Co., New York: Merchants Trust
St. Paul; and Petroleum Corporation of America, Jersey City, N. J.; presidce:
Glacier Park Hotel Co. and Canadian Rockies Hotel Co. (Ltd.) ;. president anti

director Arthur Iron Mining CO., St. Paul; Fillmore Iron Mining Co., St. 
Paul;

Grant Iron Mining Co., St. Paul; Harrison Iron Mining Co.. St. Paul; Jacks°
Iron Mining Co., St. Paul; Leonard Iron Mining Co., St. Paul; Minawa
Co., St. Paul; Minosin Iron Co., St. Paul; Nibiwa Iron Co., St. Paul; NorIli

Star Iron Co. of West Virginia; Polk Iron Mining Co., St. Paul; Tyler Ire°
Mining Co., St. Paul; Van Buren Iron Mining Co., St. Paul; Wabigon Iron
St. Paul; Paul; and Wenona Iron Co., St. Paul; director, Alexandria Iron Co., Dulath;

Mesaba Security Co., Duluth; Monterey Ore Co., Duluth; Neath Mining e°.'
Duluth; and Wysox Iron Co., Duluth.
Louis K. Hull, Minneapolis, president Western Pacific Land & Timber Ce.;

member of the executive committee, McCloud River Lumber Co.; director, Firs,;
National Bank in Minneapolis; First Minneapolis Trust Co.; First Minneal.)011
Co.; Minneapolis-Trust Joint Stock Land Bank.
Charles G. Treys, Minneapolis, vice president, treasurer, and director, Ras;

sell-Miller Milling Co., Minneapolis; secretary, treasurer, and director, Occ°
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dent Elevator Co.; Electric Steel Elevator Co.; secretary, treasurer, general
manager, and director, American Elevator & Warehouse Co. (Inc.), Buffalo,

Y.; and Occident Terminal Co., Duluth, Minn.; director, First National Bank
1̀1 _Minneapolis; First Minneapolis Trust Co.; Wells-Dickey Co.
tiorace H. Irvine, St. Paul, president Thompson Yards (Inc.) ; treasurer.

!.Yeyerhaeuser Timber Co.; vice president, Weyerhaeuser Sales Co.; director,
,6t. Paul Fire & Marine Insurance Co.; Globe Steel Tubes Co.; First National
Isaak of St. Paul; and Merchants Trust Co., St. Paul; president Grand Avenue
state Bank, St. Paul; and Snohomish River Boom Co.
C. T. Jaffray, Minneapolis, president Minneapolis, St. Paul & Sault Ste. Marie.

,t ailwIty Co. and Duluth, South Shore & Atlantic Railway; chairman of the
board the Agricultural Credit Corporation and Northwestern Fire & Marine
Insurance Co.; director First National Bank in Minneapolis; First National
bank of St. Paul; First Minneapolis Trust Co.; Merchants' Trust Co., St. Paul:
vIrst Minneapolis Co.; First Securities Corporation; First Bancredit Corpora-
Ltaa ; Northwestern National Life Insurance Co.; Title Insurance Co.; American
4adiator Co.; and Northwest Terminal Co.
john Junell, Minneapolis, member, Junell, Oakley, Driscoll & Fletcher, at-

corne-s; director, First National Bank in Minneapolis; Southern Minnesota
'Joint Stock Land Bank; Truax-Traer Coal Co.; and Automotive Invest-
pleats (Inc.).
Charles 0. Kalman, St. Paul, president Kalman & Co., St. Paul; president

firld director Watertown & Sioux Falls Railway; director, First National Bank
St. Paul; Merchants Trust Co., St. Paul; Northwestern Trust Co., St. Paul;

2t. Paul National Bank; North American Aviation (Inc.) ; Petroleum Corpora-
"an of America; Griggs, Cooper & Co.; the Emporium of St. Paul (Inc.) ;
Cordon & Ferguson (Inc.) ; Schunemans & Mannheimers, St. Paul: Anchor
asualty Co.; Bliss & Laughlin (Inc.) ; Hudson Motor Co. of Illinois; Kalman

oteel Co.; Stott Briquet Co.: and Minneapolis Theatre Co.
Paul J. Kalman, St. Paul, chairman of the board Globe Steel Tube Co.; Kai-
au Steel Co.; and Hudson Motor Co. of Illinois; president Kalman Investment

70.; Bliss & Laughlin (Inc.) ; Kalman Floor Co.; and Twin City Motor Car Co.;firector. First National Bank of St. Pfrul; First Bancredit Corporation; Mer-
(Pants Trust Co., St. Paul; Grand Avenue State Bank, St. Paul; and Benedict
"t"e (Inc.).
„ Cornelius F. Kelley, New York, president Anaconda Copper Mining Co.; Andes
al)per mining Co.; Butte, Anaconda & Pacific Railway Co.; International Smelt-

Co.; Chile Copper Co.; Chile Exploration Co.; Silesian-American Corpora-
Silesian Holding Co.; and Copper Exporters (Inc.) ; vice president, United

Nietals Selling Co.; and Copper Export Association; director. Butte Water Co.;
911aranty Trust Co., New York; Western Montana National Bank, Missoula:,.tetn15 Bank & Trust Co., Butte; American Brass Co.; Anaconda-American Brass
?• (Ltd.) ; and Rocky Mountain Power Co.; chairman Copper Institute; and
pesche Spolka Akcyjna ; first vice president American Manufacturers Export
"oeitt Hon.
William P. Kenney, St. Paul, vice president and director of traffic, Great.\
them Railway Co.; director, Great Northern Railway Co.; vice president,

i:iaeier park Hotel Co.; vice president and director, First National Bank of St.
c,4111 ; director. Merchants Trust Co., St. Paul ; Minnesota Mutual Life Insurance
"°.; and Western Fruit Express Co.
,11horace C. Klein. St. Paul. managing partner. Webb Publishing Co., St. Paul:

rector, Standard Farm Paper Association; and Agricultural Publishers Associ-Stinn.

J. Leeman, Minneapoll§. vice president and general manager. First Bank
'c'ek Corporation; vice president, First National Bank in Minneapolis; presi-
nt Produce State Bank; vice president. First Minneapolis Co.; director. First
't7irineapolis Trust Co.; First Securities Corporation; First Bancredit Corpora-

(4): Federal Reserve Bank. Minneapolis; Northwestern Fire and Marine In-
iiiirance Co.; Twin City Fire Insurance Co.; Northern Finance Corporation:

South Shore & Atlantic Railway Co.; and Western Oil & Fuel Co.
It. C. Lilly. St. Paul. president First National Bank of St. Paul; vice presi-

First 'Bank Stock Corporation; vice president and director, Merchant,
list Co.. St. Paul: vice president and director, Grand Avenue State Bank.

Paul;ii  president Northwest Airways (Inc.), St. Paul; director, First Securi-
,i," Corporation; vice president and director, First Bancredit Corporation;
'rector, First National Bank in Minneapolis; Tri-State Telephone and Telegraph
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Co.; Griggs, Cooper & Co.; and the Emporium of St. Paul (Inc.) ; trustee,

Minnesota Mutual Life Insurance Co.; director, Dakota Central Telephone Co.,
Aberdeen, S. Dak.
C. B. Little, Bismarck, N. Dak., president First National Bank of Bismarciti

Provident Life Insurance Co., Bismarck, N. Dak.; and Bismarck Loan & Inves,t:

meat Co.; director, First National Bank of St. Paul; Merchants Trust Co., ST
Paul; and Bismarck Building & Loan Association.
A. C. Loring, Minneapolis, president Pillsbury Flour Mills (Inc.) of Delaware;

and Pillsbury Flour Mills Co. of Minnesota; director, Great Northern
Co.: and First National Bank in Minneapolis.

.1:21nes MacNaughton, Calumet, Mich., president Calumet and Hecia Connoll;
dated Copper Co.; vice president, general manager, Isle Royal Copper CO"
LaSalle Copper Co.; and Cliff Mining Co.; general manager, Lake Milling,
Smelting & Refining Co.; director, Duluth, South Shore & Atlantic Railway CO.

Sumner T. McKnight, Minneapolis, president S. T. McKnight Co., Minneapolis;
chairman board of directors, Produce State Bank, Minneapolis; president Mint*:
apolis Theater Co.; LaSalle Realty Co.; and Commercial Developing Co.,
director. First National Bank in Minneapolis; Northwestern Bell Telephone
Co.; Northwestern States Portland Cement Co.; Minneapolis-Moline Power lin-
plement Co.; and Anchor Casualty Co.; trustee. Minneapolis Found:Mon.
T. A. Marlow, Helena, Mont., president National Bank of Montana, Helena;

president Montana Trust & Savings Bank, Helena; director Metals Bank el
Trust Co., Butte; director Northern Montana State Bunk, Big Sandy, Mont't!
director Federal reserve bank, Helena branch; director First National BO:
of St. Paul ; director Merchants Trust Co., St. Paul ; director Montana F109̀ ,
Mills Co., Great Falls; director Montana Elevator Co.; director IndependeS!
Coal & Coke Co., Salt Lake City; director Great Northern Railway Co.; partnel
McNamara & Marlow, Big Sandy, Mont.; director McNamara & Marlow (Inc•
B. V. Moore, Minneapolis, vice president and treasurer First Minnealx/11#

Trust Co.; vice president and treasurer First Minneapolis Co.; vice preside!'"
Minneapolis-Trust Joint Stock Land Bank; director Bardwell Robinson Co. ,

J. A. Oace, St. Paul, vice president First National Bank of St. Paul; direeto"..
Merchants Trust Co., St. Paul; director First Bancredit Corporaticn ; direct"'
First Securities Corporation; director First Veterans' State Bank, St. Paul. e
E. B. Ober, St. Paul, president Motor Power Equipment Co., St. Paul;

president Anchor Casualty Co.; director First National Bank of St. Pnti'.:
director Merchants Trust Co., St. Paul ; director St. Paul Industries; direct(/'
Minnesota Employers' Association.
A. F. Pillsbury, Minneapolis, treasurer Pillsbury Flour Mills Co.; dire.tor, e

First National Bank in Minneapolis; director First Minneapolis Trust Co.:
president Farmers & Mechanics Savings Bank, Minneapolis; director Nato:
western National Life Insurance Co.;  director Twin City Rapid Transit
president Kearsarge Mining Co.; director Sutton Mining Co.; director Keewat'"
Mining Co.; director Sargent Mining Co.

rC. S. Pillsbury, Minneapolis, vice president Pillsbury Flour Mills Co.; (Wee.to ,
First National Bank in Minneapolis; director First Minneapolis Trust 03:4
director Minneapolis, St. Paul & Sault Ste. Marie Railway Co.; vice presides'.,
Title Insurance Co.; president Sargent Land Co.; president Keewatin minil
co.; vice president Sutton Land Co.; vice president Union Elevator Co.; direct°
Kearsarge Land Co.

J. S. Pomeroy, Minneapolis, vice president First National Bank in Min11„6:
apolis; director First Minneapolis Trust Co.; president Bloomington-Lois'
Nation Bank, Minneapolis.
F. M. Prince, Minneapolis, chairman of the board First National Bank ill

Minneapolis; director First Minneapolis Trust Co. ; director First Nationa
Bank, Cloquet, Minn.; director the Shevlin Co.; director First National-Son Dille
Building Co.
George H. Prince, St. Paul, president First Bank Stock Corporation; chai1:011

and director First National Bank of St. Paul; director First National Bank,19s
Minneapolis; president Merchants Trust Co., St. Paul; director First Securitleg
Corporation; director First Bancredit Corporation; member advisory councx
Federal Reserve Board, Washington, D. C.; vice president First National 1311111,
of Cloquet; director Archer-Daniels Midland Co.; director St. Paul Fire 7
Marine Insurance Co.; director Tri-State Telephone & Telegraph Co.; direct°
Consolidated Elevator Co., Duluth.
George W. Robinson, St. Paul, president and general manager Tri-State Teler

phone & Telegraph Co., St. Paul; vice president Dakota Central Telephone C('''
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BRANCH, CHAIN, AND GROUP BANKING

Aberdea een, S. Dak.; vice president United States Independent Telephone Asso-tt 
on; president Program Service Co.; vice president Northern Building &

°art Association; trustee Minnesota Mutual Life Insurance Co.; director First
,atialtal Bank of St. Paul; director Merchants Trust Co., St. Paul; director
pahul Industries (Inc.).

c n D. Ryan, New York, chairman of the board Anaconda Copper Miningo •
chairman of the board Chile Copper Co.; chairman of the board Andes

h°I)Der Mining Co.; director International Smelting Co.; director National City

41111 of New York; director American Brass Co.; president United Metals
pat ling Co.; president the Montana Power Co.; trustee Emigrant Industrial
t,"Tlgs Bank, New York; director Metals Bank & Trust Co., Butte, Mont.;
erstee Consolidated Gas Co. of New York; director Brooklyn Edison Co.;ector American Power & Light Co.; director United States Realty & Improve-

Co.
ePted W. Sargent, Chicago, president Chicago & North Western Railway Co.;
hOleako, St. Paul, Minneapolis & Omaha Railway Co.; director, Continental
tallillois Bank & Trust Co., Chicago; Merchandise Bank & Trust Co., Chicago;
ed States Chamber of Commerce.

ha • A. Seandrett, Chicago, president Chicago, Milwaukee, St. Paul & Pacific
k ilroad Co.; Chicago, Milwaukee & Gary Railroad Co.; Chicago, Terre Haute
5t8,01fiheastern Railroad Co.; member of executive committee of Association
ttailway Executives; member of executive committee of Western Association

h4,411way Executives; director, Chicago Union Station Co.; Indiana Harbor
11'44 Railroad Co.; Minneapolis Eastern Railway Co.; Continental Illinois

& Trust Co., Chicago; First National Bank of St. Paul; Merchants Trust
f•,".0t. Paul; Continental Telegraph Co.; Excelsior Coal Co.; Milwaukee Land

Western Railroad Association, Chicago.
rs'ala Stephenson, Great Falls, Mont., president First National Bank, Great
TU18* Mont.; member, Cooper, Stephenson & Hoover; president Great Falls
lat,Wasite Co.; Rocky Mountain Fire Insurance Co.; Great Falls Electrical Pro-
1113 Corporation; chairman of the executive committee, Montana Flour

!lt Co.
fi tUtrtit L. Thompson, Vermilion, S. Dak., chairman of the board First Na-

Bank & Trust Co., Vermilion, S. Dak.; president Associated Farms,
to.), director, Thompson Lumber Co.; owner Thompson-Lewis Co.

tp4Inan E. Wakefield, Minneapolis, president First National Bank in Minne-
1,,e ft; chairman of the board of directors First Minneapolis Trust Co.; Vice
p r8tdent First Bank Stock Corporation; director, First Securities Corporation;
ett'National Banak of St. Paul; Merchants Trust Co., St. Paul; Wells-

11,4e1 Co.; George A. Hormel & Co.; Jacob E. Decker & Sons; treasurer and
Kieollet Hotel, Minneapolis; president and director, Equitable Loan

iwiation; director, Northwest Fire & Marine Insurance Co.
Warner, Minneapolis, president E. C. Warner Co., Minneapolis; Cana-

)tIll elevator Co. (Ltd.) ; Tuxedo Park Co.; chairman of the board, McGill
te„,er Co.; vice president, Northwestern Fire & Marine Insurance Co.; presi-
hal' Grain Securities (Ltd.) ; director, Monarch Lumber Co.; First National
Itik in Minneapolis; Consolidated Grain Co. (Ltd.) ; Twin City Fire Insurance
Ranover Fire Insurance Co.; Fulton Fire Insurance Co.

ltah,_McC. Washburn, Minneapolis, vice president and general counsel First
4117 Stock Corporation; First National Bank in Minneapolis; director, First
lioaan.eaDolis Trust Co.; First Securities Corporation; First Bancredit Corpora-

'Vice president, Spalding Hotel Co., Duluth; Howse, Spencer & Co.; di-
Investment Certificate Co., Duluth, Minn.

ka bert W. Webb, Minneapolis, president First Minneapolis Trust Co.; First
kik, Polls Co.; Minneapolis-Trust Joint Stock Land Bank; chairman of the

td, First Securities Corporation; director, First National Bank in Minne-
Zit; Northwestern Fire Insurance Co.; Twin City Fire Insurance Co.; First

tritZredit Corporation; chairman of the board Title Insurance Co. of Minne-
trustee, Minneapolis Foundation.

liaatederick B. Wells, Minneapolis, vice president, F. H. Peavey & Co.; presi-
14aGlobe Elevator Co.; vice president, Peavey-Duluth Terminal Elevator Co.;
)(Web Elevator Co.; director, First National Bank in Minneapolis; First
kitilt,eaDolis Trust Co.; president Grand Trunk Pacific Elevator Co.; vice presi-

w
Nh, British-America Elevator Co.; president National Elevator Co.; Northern

Or Co.
100136-30—vm 1 pr 8-9
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912 BRANCH, CHAIN, AND GROUP BANKING

Stuart W. Wells, Minneapolis, president Wells-Dickey Co.;  director, Russg
Miller Milling Co.; First National Bank in Minneapolis; First Minneapu

Trust Co.; Foley Manufacturing Co.; 0. M. Corwin Co.; Equitable IA
Association.
F. E. Weyerhaeuser, St. Paul, vice president, Weyerhaeuser Timber C6'

Tacoma, Wash.; vice president, Thompson Yards (Inc.), St. Paul; direct°;
Great Northern Railway Co., Continental Illinois Bank and Trust Co. Chictk.'
First National Bank of St. Paul, Merchants Trust Co., St. Paul.
R. M. Weyerhaeuser, St. Paul, director, Northern Paclic Railway 0

chairman of the board, Northwest Paper co.; president Edward Rutledge
Timber Co., First National Bank, Cloquet, Minn., director, First Nation 

Bank, of St. Paul, Merchants Trust Co., St. Paul. 0
W. D. Willard, Mankato, Miun., vice president, First National Bank, Mai''gfot;

vice president and treasurer, Mankato Loan and Trust Co., secretary-treasd-lo
Mankato Citizens Telephone Co., treasurer, Mankato Industrial Corporat-t
Frederick E. Williamson, Chicago, president, Chicago. Burlington, '0

Quincy Railroad Co., Colorado and Southern Railway Co., Fort Worth do
Denver City Railway Co., Wichita Valley Railway Co., director, Chielhvat
Burlington and Quincy Railroad Co., Colorado and Southern Railway Co.; ..̀7
Worth and Denver City Railway Co., Wichita Valley Railway Co., TrinicY
and Brazos Valley Railway Co., Western Pacific Railroad Co., Chicago
Station Co., First National Bank, Chicago, First Union Trust and Savinf
Bank, Chicago, Continental Illinois Bank and Trust Co., Chicago, First Nati°
Bank of St. Paul, Merchants Trust Company, St. Paul.
James E. Woodard, Butte, Mont., president Metals Bank and Trust _0

Butte, vice president, First Securities Corporation, Director. First Banat;
Corporation, Midland National Bank, Billings, Interstate Lumber Co., Otve
trical Products Corporation of Montana, Montana Flour Mills Co.. West 1:4)
Oil Co.

ll
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State, city, and name of bank Capital ( Surplus Undivided profits Deposits Total resources Per cent
controlled

MINNESOTA
Minneapolis:

First National Bank $6, 000, 000. 00 $5. 000, 000. 00 $613, 170. 30 $97, 796, 613. 27 $122, 159, 177. 19 99.30First Minneapolis Trust Co 1, 000, 000. 00 1, 000, 000. 00 400, 000. 00 23, 070, 838. 90 26, 510, 493. 24 99.34)Minnehaha National Bank 100, 000. 00 20, 000. 00 1, 562. 17 1. 622. 346. 14 1, 848, 564. 10 99.341Bloomington Lake National Bank 200, 000. 00 20, 000. 00 43, 424. 16 2, 103. 832. 36 2, 570. 425. 25 99.30Produce State Bank 100, 000. 00 20, 000. 00 16, 617. 18 1,173, 329. 84 1, 318, 672. 85 99.30Hennepin State Bank 100,900. 00 20, 000. 00 3, 725. 89 568, 162. 77 693, 141. 87 100St. Paul:
First National Bank 6, 000, 000. 00 4, 000, 000. 00 1, 046, 408. 05 92, 742, 783. 83 114, 567, 233. 34 97.07Merchants Trust Co. 800, 000. 00 200, 000. 00 180, 802.25 7,405, 146. 16 9, 364, 875. 63 97.07Grand Avenue State Bank 25, 000. 00 20, 000. 00 7, 100. 58 519, 641. 67 575, 157.47 97.07Farmers ik Merchants State Bank 50, 000. 00 20, 000. 00 9, 155. 93 893, 204. 16 983, 426. 82 97.07First Veterans State Bank 80, 000. 00 , 20, 000. 00 12, 709. 01 262, 200. 00 381, 161. 52 97.07Security State Bank 60, 000. 00 30, 000. 00 7, 056. 58 802, 255. 10 911, 842. 51 69.33Alexandria, Farmers National Bank 100, 000. 00 25, 000.90 1, 592. 60 985, 291. 10 1, 125, 208. 11 100Austin:
Austin National Bank 75, 000. 00 60, 000. 00 5, 616. 51 1. 770, 728. 93 1, 968, 928. 28 100First National Bank 100, 000. 00 200, 000. 00 15, 388. 90 2, 462, 236. 36 2, 894, 680. 49 100Benson, National Bank of Benson 50,099. 00 20, 000. 00 4, 428.13 150, 266. 52 224, 694. 55 100Blue Earth:
Farmers National Bank I 50, 000.00 25, 000. 00 5, 865. 72 573. 388. 25 714, 570. 19 100First National Bank I 25, 000. 00 10, 000. 00 9, 301. 19 462, 997. 40 518, 548. 59 98Brainerd, First National Bank 100, 000. oo loo, 000. oo 17, 934. 12 3, 113, 015. 13 3, 407, 891. 15 64.50East Grand Forks, Minnesota National Bank 50,000. 00 10, 000. 00 5,019). 00 65, 000. 00 100. 00Fairmont, First National Bank 100, 000. 00 25, 000. 00 14, 298. 24 1, 203, 774. 98 1, 398, 073. 22 196.00Graceville, First National Bank 25, 000. 00 15, 000. 00 12, 818. 83 814,784.88 904, 173. 91 100.96Heron Lake, First National Bank 35, 000. 00 35, 000.90 17, 277. 64 824,288. 19 952, 588.83 100. 00Litchfield, State Bank of Litchfield 100, 000. 00 25, 000. 00 27, 069. 15 I, 312, 412. 65 1, 483, 958. 54 100.00Little Falls:
American National Bank 100, 000. 00 25, MO. 00 26, 003. 52 1, 506, 012. 36 1, 771, 225. 36 31.00Peoples State Bank 25, 000. 00 5, 000. 00 8, 124. 61 391, 087. 76 429,913. 67 100. 00Mankato:
First National Bank 250, 000. CO 50, 000. 00 21, 595. 64 3, 680, 254. 11 4, 152, 204. 82 100.00Mankato Loan di Trust Co 60, 000. 00 40, 000. 00 20, 183. 24 29, 350. 23 151, 421. 32 100.00Northfield, Northfield, National Bank & Trust Co 100, 000. 00 50, 000. 00 17, 062. 51 1. 038, 574. 26 1, 314, 896. 69 100.00Owatonna, First National Bank 100, 000. 00 25, 000. 00 11,743. 21 1,822, 635. 08 2.059, 378. 29 100. 00Pipestone, Pipestone National Bank 75, 000.00 25,000.00 10, 119. 47 I, 071, 481. 97 1, 196, 743. 01 100.00Red Wing, Security National Bank & Trust Co 100, 000. 00 50, 000. 00 16, 121. 01 1, 383, 294. 71 1, 556, 626. 46 100.00Rochester, First National Bank 200, 000. 00 100, 000.00 8.3,951. 34 3, 712, 470. 88 4,316, 266. 15 100.00Sauk Centre, Merchants National Bank 15, 000. 00 30, 000.00 14, 741. 92 1, 153,048. 02 1, 298, 420. 07 100.96Spring Valley, Frist National Bank 50, 000. 00 35, 000.00 22, 441. 70 I, 208, 1a6. 61 1, 365, 598. 31 99.2Willmar, Security National Bank 100, 000. 00 20, 000. 00 7,706. 62 95, 376. 56 223, 083. 18 100. oo
I Now consolidated.
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Statement of banks and corporations affiliated with First Bank Stock Corporation—Continued

State, city, and name of bank Capital Surplus Undivided profits Deposits Total resources
Per cent
controlled

MONTANA
•

Billings, Midland National Bank 8200, 000. 00 5100, 000. 00 $25, 000. 00 $4, 223, 760. 78 $4, 748, 760. 78 100
Bozeman, Commercial National Bank 150, 000.00 100, 000. 00 254, 307. 79 2, 742, 696. 50 3, 310, 704. 14 86.67
Butte, Metals Bank Az Trust Co.• 600, 000. 00 400,000. 00 3, 185. 55 21, 193, 524. 53 22, 776, 710.08 100
Great Falls, First National Bank 200, 000. 00 400, 000. 00 189, 936. 67 12, 360,038. 83 13, 304, 975. 70 100
Havre, Montana National Bank of Havre 50, 000. 00 25, 000. 00 6, 714. 90 1, 074, 527. 51 1, 156, 242.41 100
Helena:

American National Bank 200, 000.00 225, 000.00 86, 241. 66 4, 598, 307. 33 5, 209, 548. 99 99.67
National Bank of Montana 250, 000.00 150, 000. 00 25, 924. 88 3, 629, 737. 33 4, 158, 981. 65 99.20
Montana Trust ez Savings Bank* 150, 000. 00 100, 000. 00 14, 824. 81 2, 664, 621. 61 2, 954, 448. 42 100

Lewistown, National Bank of Lewistown 150, 000. 00 30, 000. 00 20,229. 19 1,331, 251. 32 1, 531, 480. 51 100
Livingston, National Park Bank 100, 000. 00 100, 000. 00 44, 571.48 3, 097, 919. 92 3,372, 979.87 100
Miles City, First National Bank 150, 000. 00 100, 000. 00 50, 858. 95 2,827, 842.49 3,158, 701.44 98.66
Missoula, Western Montana National Bank 200, 000. 00 100, 000. 00 107, 037. 22 4, 435, 804. 06 4, 944, 461. 88 100
Shelby, First State Bank 25, 000. 00 12, 500. 00 5, 408. 24 619, 607. 71 662, 515.95 100

NORTH DAKOTA

Bismarck, First National Bank 200, 000. 00 1/5. 000. 00 12, 400. 91 3, 9$8, 635. 34 4, 520,676. 96 99. 4
Cando, First National Bank 50, 000. 00 10, 000. 00 16, 028. 04 712, 472. 67 807, 690. 49 95
Cavalier, Merchants National Bank 30, 000. 00 30, 000. 00 6, 385. 30 677, 299.38 748, 684. 68 100
Cooperstown, First National Bank 50, 000. 00 10, 000. 00 6, 015. 48 292, 267. 96 41Z 996. 15 90
Fargo, Merchants National Bank ,Sr Trust Co 250, 000. 00 50, 000.00 34, 732. 77 2, 552 937. 39 3, 006, 134. 08 (11.4
Glen Ullin, First National Bank 25, 000. 00 10, 000. 00 5, 369. 30 53.5, 114. 23 583, 264. 17 100
Grand Forks, Red River National Bank & Trust Co 200, 000. 00 50, 000.00 18, 122. 80 880, 512. 76 1, 136, 758. 88 99. 37
Harvey, First National Bank 50, 000. 00 25, 000. 00 27, 174. 5.5 803, 360. 42 930, 5.34. 97 100
Hebron, First National Bank 30, 000. 00 30, 000. 00 6, 749. 95 662, 885. 29 762, 418. 05 77
Jamestown, National Bank Az Trust Co 100, 000. 00 25, 000. 00 14, 063. 10 1. 456, 042. 79 1, 604, 181. 18 100
Lidgerwood, First National Bank 25, 000. 00 5, COO. 00 9, 812. 5.3 429, 888. 50 495, 113. 13 100
New England, First National Bank 25, 000. 00 20, 000. 00 13, 595. 03 357, 880. 46 43.5, 63.5. 49 100
New Rockford, First National Bank 25, 000. 00 60, 000. 00 32.326. 72 665, 882. 78 814, 541. 94 50. 4
Rolla, First National Bank 40, 000. 00 10, 000. 00 4, 464. 66 389, 301. 98 471, 909. 31 100
Valley City, National Bank of Valley City 100, 000. 00 25, 000. 00 13, 350. 71 1, 162, 518. 30 1, 361, 068. 53 89

SOUTH DAKOTA
Aberdeen:

Aberdeen National Bank Si Trust Co 100, 000.00 75,090. 00 34, 863. 46 3, 380, 282. 33 3,635, 844. 50 98
First State Savings Bank 50, 000. 00 40,000. 00 13, 247.61 834.623. 83 944, 780. 11 100

Clark: Clark County National Bank 25,000. 00 25, 000. 00 11, 509. 01 433, 697. 33 525, 690. 02 100
Gettysburg:

First 14ational 1%6113,t  15,25, OM. OO WO. 60 it, 281. 14 438,399 21 5,09. 10 11171
coi.t..ac county 2541.21\ 

500
'A% OM. 00 20, 000. 00 2541.21 011, 1,51. 22 8%1, 8.89. 82 100
60.000, 00\ WS, 000. 00\ 704, WM. .111 4,41 ,SICMS. 1, 017 , 00:1. 100
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.1,171rat..8, 5-71-81 .57atkaasi ..91aok  .44 002 00( 34 00a00 / 22 472 110 532 183. 70 I 641, 888. 65 I 10031 tiler, First N8118861 Dank  54 000.(8) 100. 000. 00 I 23,832. 30 1, 128, 243. 61 I 1, 299, 875 81 100,'tee Heights, First National Bank  25,000. 00 1.5, 000. 00 9, 656. OS I 300, 665.27 350, 321. 35 100.qt Lawrence, First National Bank  25, 000. 00 15, 000. 00 17,073.651 2311, 532. 79 372, 306. 44 100v,rmilion, First National Bank & Trust Co  100(U). 00 50, 000. 00 13, 687. 09 . 1, 959, 275. 07 2,1.51,140.45 100

MICHIGAN

Calumet, First National Bank  200, 000. 00 250, 000. 00 59, 893. 32 3, 873, 524. 14 4, 628, 417. 46 97.8Hancock, First National Bank  100, 000. (X) 100, 000. 00 43, 170.71 3, 122, 788. 47 3, 456, 705. 18 99I.aurium, First National Bank   100, 000. 00 50, 000. 00 35, 465. 45 1, 767, 082. 66 2, 072, 632. 96 98.2

Subsequent acquisitions

Albert Lea:
Freeborn County National Bank & Trust Co  100, 000. 00 20, 000. 00 10, 000. 00 421, 246. 10 556,077. 15 100North Side State Bank  25, 000. 00 15, 000. 00 15,897. 48 699, 670. 62 777, 001. 88 72Forsyth, American National Bank  2.5, 000. 00 10, 000. 00 1, 781. 89 426, 898. 96 463, 689. 24 88

Windom, First National Bank  75, 000. 00 25, 000. 00 20, 119. 10 1, 255, 644. 80 1, 462, 423. 75 96.9
Fort Benton Chouteau County Bank  20,000. 00 30, 000.00 46,364. 18 728, 231. 56 824, 595.74 100
Lake Elmo, State Bank of Lake Elmo_  15, 000.00 10, 000. 00 11, 412. 67 374, 323. 32 417, 128. 34 100
Neche, First National Bank in Neche  2.5, 000. 00 10, 000. 00 2, 630. 10 510, 695.25 554, 006. 09 100
Park River, First National Bank  25, 000. 00 2.5, 000. 00 5, 081. 92 446, 844. 14 534, 241. 06 100Robbinsdale, Security State Bank of Robbinsdale  25,000. 00 15, 000.00 2,013. 11 384, 980. 96 432, 758. 74 100Rothsay, Farmers State Bank  15, 000.00 10, 000. 00 10, 812. 34 409, 575. 19 457, 307.08 100St. Paul, Northwestern Trust Co  1, 000, 000. 00 100, 000. 00 59, 995. 01   2, 533, 205. 27 54St. Paul, Saint Paul National Bank  100, 000. 00 25, 000. 00 5, 991. 34 1, 431, 440. 92 1, 581, 032. 26 100South Heart, First State Bank  10, 000. 00 11, 000. 00 1, 989. 00 131, 135.96 154, 124.96 51

Total of banks  22, 505, 000. 00 14, 808, 500.00 4, 651, 948. 80 366, 814,961. 02 439, 808, 536.86  

2 First National Bank and Potter National Bank Bank now consolidated.

Figures as of Dec. 31, 1929, except where acquired at later date:
National banks_  68State banks, members Federal reserve system (indicated by (.) )  2State banks, nonmembers Federal reserve system  21Other corporations  7

Institutions    98
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Other corporations

State, city, and name of bank Capital Surplus Undivided profits Deposits Total resources Per cent
controlled

MINNESOTA
Minneapolis:

First Minneapolis Co.3 $1, 500, 000. 00 ' $1, 878, 290. 31 $319, 552. 16  $4, 484, 010. 33 99. 30
Minneapolis Trust Joint-Stock Land Bank 450, 000. 00 50, 000. 00 167, 169. 93  5,073, 272. 16 99. 30 td

St. Paul: MC
First St. Paul Co.3 3, 000, 000. 00 2, 134, 119. 53  6, 045, 885. 61 97. 07
First Bancredit Corporation  518, 200.00  83, 027. 54  2, 251, 120. 30 99.98

Austin, Austin National Co 75,000. 00 I 5, 185. 35  137, 800. 40 100 a
Owatonna, The F-N Co 10, OM 00 15, 000. 00 3, 525. 01  41, 725.01 100 1:11-..

Subsequent acquisition
I a

St. Paul, Northwestern Acceptance Corporation 247, 375. 00 8, 370. 20  589, 219. 66 100 l:
>

5, 800, 575. 00 4, 090, 965. 39 573, 274. 64 !  18, 623, 033. 47  Total of corporations

Grand total 28,305, 575. 00 18, 899, 465. 39 5, 225, 223.44 i $366. 814, 961. 02 i 458, 431, 570. 33  1
1 I I a>

X
3 First Securities Corporation, organized Jan. 2, 1930, assumes all business First St. Paul Co. and bond department of First Minneapolis Co. C
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(5) We have acquired controlling interest in the various banks and corpora-
"°as comprising our group in the following manner:
(a) By purchase of their stock for cash.
(5) By incorporating new banks, and paying in the capital in cash.
(o) By exchanging stock of this corporation for stock of the banks.
;(I) By a combination of (a) and (c).

some cases we have solicited the affiliation, but in a large majority of
178es we have been approached by the banks themselves. In every case a
_erY thorough examination is made before the purchase is completed, and all
laldesirable assets are either removed from the bank or are secured by ade-

rate guaranty. In some cases where undesirable assets are removed, the
fueeePted assets are guaranteed by deposit of a portion of our stock, given to

ifli In exchange for theirs. We require all depositing stockholders to guar-
D3• tee the validity of their stock, and also require them to sign a guaranty
th°taating us against any liabilities of the bank existing on the date on which
L'a deal is closed and now shown on the balance sheet. The number of shares
Val' stock given in exchange for the stock of the affiliating bank or corpora-
4*
0
,,li la determined both by the amount of net capital assets which we require,

by the earning power of the bank or corporation over a period of years.
6) The capital structure of the First Bank Stock Corporation is composed

of fully-paid and nonassessable shares of the par value of $25 per share
• our capital stock. There was outstanding on December 31 a total of
6,870.57 shares of this stock with a par value of $75,421,764.39. The stock-
(hers are distributed georgraphically as follows:

Number of
stockholdersb,k„ , aeapolis   6, 753

*Int Paul    2,345
Zinnesota (outside of Twin Cities)  3,201
thigan  383

votitan,„  987
tth Dakota  892

Zoatli Dakota  516
01 wisconsin 1, •.,er States  

446
596

16, 119
4,With the exception of 200,000 shares sold through First Minneapolis Co.
tZ_O First St. Paul Co. to the general public at $47.50 per share, and 32,000
inres sold to officers and employees of the corporations affiliated with First
1,4r1k Stock Corporation at $42.50 per share, all of the stock has been issued

change for the stock of banks and corporations now affiliated with us, and
u attempt has been made to otherwise control its distribution.

ie 
have some facts concerning the matters you discussed yesterday

nh I know you will be interested in. 'the conditions which I
;(eseribed a few moments ago, concerning the possible earnings of the

banks, have changed substantially the opportunity for a bank
,4 various-sized communities. To-day the bank in the small corn-

finds it practically impossible to make a fair earning and I
to repeat what Mr. Decker told you yesterday that there is no

6re dangerous institution in a community anywhere than a bank
1„"Y'll can not make money. It is just fundamental if they can not
lice a profit, they are a dangerous institution because they can not
;.,'`t• They do exist over a period, because the stockholders will

themselves to be assessed for operating charges, but eventually
1V get tired of that and there is a closing.
,31s experience is that it takes exceptional management to enable
Dank to earn sufficient to justify its existence if it. has deposits of
than $250,000 under a State charter, and less than $500,000

Mer a national charter.

A
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I am reading these figures, because I can not carry them in IDY
head, but taking Minnesota alone, there are 73 towns in Minnesota

with less than 100 population that have banks. In 9 of these toivILs'
the total deposit is less than $50,000; 24 have deposits from von-to $100,000; 19 from $100,000 to $150,000; 10 from $150,000 to $200.
000; and 5 from $200,000 to $250,000.
In communities of from 100 to 200 in population, 5 have deposits

under $50,000; 36 from $51,000 to $100,000; 29 from $100,000 
to

$150,000; 19 from $150,000 to $200,000; and 12 from $200,000 t°
$250,000.
In towns of all sizes in Minnesota, there are 55 with a total 

deposit

less than $50,000; 71 from $51,000 to $1'00,000; 88 from $100,000 t°
$150,000; 95 from $150,000 to $200,000; and 16 from $200,000 t°
$250,000. This shows a total of 325 towns in the one State whe,re
the bank deposits are less than $250,000. That does not mean the's'
is only one bank in the town; in many instances there are Or°.
There are 145 towns which have no banking facilities whatsoever:
I want to call your attention to this: Is it possible to make a s

tatee

ment before you that will not be circulated in the newspapers, to ti

detriment of our own people back home?
Mr. STRONG. Not in the presence of the newspaper gentlerl

because that is what they are paid for. These young men are Pal,
to get the news; especially to get the news you do not want thew

to have. •
Mr. WAKEFIELD. It is my observation that most newspaper ulen

have some judgment.
Mr. STRONG. It is my experience that if you ask them not to Po'lit

a thing they will not print it.
Mr. WAKEFIELD. I will say this, at this point, that since I cat

tle

down here
Mr. BRAND. Let us settle this question. I want the informsOnr

which he thinks would be interesting to this committee, in ort.
that we may intelligently prepare legislation to remedy these evt
Mr. WAKEFIELD. I will get to it in another way.
Mr. BUSBY. If it is worth while to explain the matter, I do n

ot

think it is well to cover it up, even if it applies to your instituti
on'

Mr. WAKEFIELD. It does not involve my institution.
Mr. BUSBY. Or any other institution.
Mr. WAKEFIELD. It does not involve much, but it might be plis'

understood.
Referring to these 145 towns without banking facilities, and whet:,

there were banks, since I came down here, Mr. Veigel, who is sue;
intendent of banks of the State of Minnesota, has come out publiole
with a recommendation that the State of Minnesota authorize Stat,

banks to put branches or offices or teller's windows into those tosvo'
I will read the statement.

ts
Personaly, I am inclined to think the State might permit strong banks s.

establish branches in neighboring places, say within a radius of 20 0,11,1e#1
That right would be carefully limited so it could not be abused. No bank W0̀ cp
be allowed to put a branch in a town which had a bank already. No brono

would be permitted except under a charter from the commission. Online"

not more than one bank should be allowed to have a branch in any place' 10
,Branches such as I have in mind would be merely offices, with a teller

charge, whose authority would be limited to receiving deposits and casb
ing

checks.
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Mr. Veigel's purpose in making that recommendation undoubtedly
Is because of the fact there are so many small communities at the
Present time not served with banking facilities and he would like
tne State banks of Minnesota to take care of these people.
Mr. Decker described yesterday the requests that had come to per-

nit deposits in drug stores. We have had the same kind of thing
and have them constantly, but there is not any way you can take
care of those things under the present conditions.
This position on the part of Mr. Veigel is a complete change of

ttitude. He has been, in the past, firmly opposed to any form of
oranch banking at any time.
Now, this condition that I have just described in reference to these

sinall towns, there are the points where this branch banking seems
to become a topic for discussion. I feel myself that ultimately the
Nall banking business must be taken out through branches of some
Institution that can afford to run offices at various points. We are
Ilot prepared to suggest areas, from the standpoint of public policy,
tor branch banking and our opinion and our belief of the attitude
of the general public in the territory concerning branch banking,
Its a general thing, are the same as those described by Mr. Decker
Yesterday. I think our larger towns would be resentful of an effort
(P' a necessity of having branch banks in their various communities.
't is quite likely that the trend may be such that within a few years
°nr people out there may change their attitude in that respect.
However, I feel confident at this time that if legislaion were

Passed, which directed or made necessary for us immediately to
,e°nvert our banks into a branch banking system, it would mean the
'Iestruction of that business, because I think that it would mean that

would have a new crop of banks formed to take advantage of the
'eeling existing at the present moment, and it would simply destroy
fl agency that is there taking care of the business better than it can

,ue through any other arrangement and it would be very very
qisastrous.
. I realize that it may be necessary that branch banking be author-
'Zed within certain trade areas. I do not know who will determine
"'lose areas. I should hate to try to do it myself.
If that were done, we would be perfectly willing to operate in

.°.nipetition with whatever might develop under a privilege of that
!tlrid. But I do believe that it would be destructive and disastrous

11 a permission of that kind were granted, and at the same time legis-ation, destructive of the thing which we are undertaking to do, were
Put.into effect.
Now, do not forget this: I think I can show you that my motives

alld feelings in that statement are sincere, because, in my opinion, if
e could to-day convert our entire aroup. into a branch system, I
eel satisfied that we could handle that business more profitably and
asake more money than we can under the group system.
We feel that the benefits from group banking should not be sac-

and even though there were a branch banking system I still
rlieve there will be for many years a better and more successful
'anking service rendered in many communities through the groupsvci.,-tem as we are operating.
Now, I referred awhile ago to the motives which prompted our

lIndertaking this type of organization.
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Gentlemen, I think that you will all admit that if you were livinr,
out in Minneapolis and St. Paul and you were engaged in the bank

ing business there and in a position to see the possibility for futuie
development and the carrying on successfully of the business of tile
territory and you realized that there was no possibility for .growth
or development within your city, except as the territory which mako
it should grow and develop, you would be very much interested in
trying to see that that territory outside of your trade area got itself
into a position where it would be satisfactorily banked at the earliet
possible moment, and that is the only motive which we have ifl

undertaking the job which we are doing. It is for the definite pin'
pose of furnishing banking facilities in each one of the points whef‘e
we operate. which will have the confidence of the public, whiel
will be in the position of knowing that they need not be fearful of
their own single institution, and on account of that fact unwilliA
to take care of the loans and business in their own community which
they should take care of, and who understand that the driving fore
back of the entire organization is the means and the will to seri'
those various communities and develop any business that is legitimat
in this territory to the limit. That is not altruism. There is nothin
to that. That is the way through which our banks have grown in tly
cities, and it is the only way. That is the means through which tir
business of the Twin Cities was developed. It is the developmen
of the territory surrounding it, and there is no other way to develoP it
So our purposes are those of self-preservation practically. W'

want that territory to stand out in a business way. Over very man!
years the territory of the ninth Federal reserve district was free'
from any business and financial difficulties than any other section 0:
the United States. We have always been able on account of the agri
cultural background to hold ourselves in steady rein and go allea(
progressively.
We have gone through a period which has been very unsatisfactorl

and we are on the way up and we are trying to see that we do
again find ourselves in the difficulties which we have just experience(
and through which we have passed.
Now, I am going to state a few things here which I trust, from tht

questions asked here yesterday, are those things which you are par
ticularly interested in and anxious to have information on. In tla
questionnaire you asked me to explain fully what control or influenct
the holding company, or a central bank controlled by the hold114
company, exercises over the group of banks acquired.
Now, gentlemen, the First Bank Stock Corporation is organize('

under the laws of Delaware, and I should like to tell you why.
our first consideration of this matter we intended to organize uifl
the laws of Minnesota, which would have given our. corporation 
double stock liability. That particular feature is one which we woo'
have welcomed in the organization.
However, we transferred the corporate organization to the laws °I

Delaware for this reason, that under the laws of Minnesota anl
stockholder of our corporation living in any other State, in case
death, his stock would be subject to inheritance taxes in two or thre
different States, and we felt it was an unjust thing to ask our peoP1(
to buy stock when we were covering a wide area, in a corporati"''
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Where, in case of their death, they would be subject to the inheritance-
tax penalties at two or three different points. That was the basis for
u.sing the Delaware incorporation. It was not to avoid the double
liability on the stock. We did not care anything about that.
Mr. BRAND. Would it interrupt you to ask you a question there?
Mr. WAKEFIELD. No, sir.
Mr. BRAND. What is the liability under the present law of the

group banks?
Mr. WAKEFIELD. They have the double liability, but the corporation

is the holder of their stock. We would not have had any objection to
the double liability of the holding company's stock.
Mr. BRAND. But it is a double liability on the stock of the banks?
Mr. WAKEFIELD. Yes, sir.
Mr. WING°. I do not think you made clear the point you wanted to

Make in reference to the inheritance tax.
Mr. WAKEFIELD. I think you gentlemen are all familiar with the

fact that it has gotten to the point now where different States have
Passed laws that if a man goes to New York and dies—rather, if he
ow.ns stock in Minnesota, we collect an inheritance tax on it in
Minnesota.
Mr. GOLDSBOROUGH. You mean two States, and not two or more

States?
Mr. WAKEFIELD. It may be many States. There have been cases

Where the whole stock has been used up in payment of taxes.
Mr. WiNc.o. Why did you go to Delaware? They do not have it

there?
Mr. WAKEFIELD. No, sir.
Mr. SEIBERLING. There is no transfer tax in Delaware?
Mr. WAKEFIELD. No, sir. In our case we have the First Bank Stock

corporation with officers and employees set up to supervise the man-
agpment of the banks in our group, and in that supervision we go a
I'mg ways. We depend upon the officers and directors of the banks,
Who, by the way, have identically the same responsibility, and they
do not avoid it—the same responsibility they have always had, or
would have had, and as is true under all corporate ownership, in
ease of mismanagement. The stockholders are the ones who are
obliged to make changes in the directors and officers.
. In this case, we feel that we have a much more live and active
Iaterest, on the part of the stockholders, because the stockholder
Is the First Bank Stock Corporation, and the First Bank Stock
Corporation is following the business of that institution intimately
,44d. it will, if anything goes wrong in any single unit in that insti-
.rtition, be in a position of taking an active interest as a stockholder
4nd bring about required changes in a much more satisfactory
'tanner than is ordinarily true of a corporation whose stock is
'Pread over a large group of small stockholders, the interests of
Which are not definite or active.
Mr. GOODWIN. And perhaps more expeditiously?

, Mr. WAKEFIELD. Yes, sir. Our method of conduct is this: No
°atilt has been taken into our organization except upon a complete
attmination which involved the setting up of a complete set of

itiformation for our own office concerning the loans in that bank,
tind we have a record to start with of the loans in that bank. In
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all cases, every loan made by officers involving $500 and over are
reported to our office in Minneapolis daily and accompanying that
loan, if it is a new loan, is a financial statement or a statement of
the collateral upon which the loan is made; so that in the case of
a poor one being made, we have knowledge of that fact within 24
hours after it has happened.
We have a corps of examiners who are charged with the responsi-

bility of entering and examining those banks not less than two times
each year, and who make those examinations and bring them into
the office and enter into correspondence with the officers of the
banks or discuss with them there anything that they think needs
little attention.
One of the difficulties of the small banker has been this fact, that

he has had no opportunity to get in touch with people and avail
himself of the modern method of banking--the modern method of
determining the value of credits, and our experience is that that
group with which we are associated are the happiest bunch of me°
over the fact they have a chance to sit in and advise, and work out;
and find out how a bank should be operated and how loans should
be made.
I want to repeat what Mr. Decker said yesterday, that there. is

much more damage done by a poor loan than there is by not making
loans that should be. There is much more harm done by making the
loan that is not justified than ever will be created by turning down
some one who should have the money.
In connection with all this, I want to say that I have been readiag

the testimony that has been presented before this committee, and it
has been my opinion—and perhaps it is not correct—that there has
been in the minds of the members of the committee the need of pr°'
tecting the borrower.
Now, gentlemen, I want to make this clear. In my opinion, till

job this committee has to undertake is to protect the depositor. an'
the borrower needs no protection. Money is the most competitive
commodity in the world. There is not anyone that I ever have know,0
of that can get a monopoly in it. It will move overnight if there Is
a better place to put it, and I have never seen the time when an,'
business or enterprise that needed capital to develop it did not find
There will always be varying costs of money, based upon the r1s1(5
and the type of thing that the money is going into. Some people
are willing to take a long risk and a long rate. Others prefer to co°.
fine their loans to those which carry no risk and always secure the
least possible commercial rate.
In my opinion, Congress nor no one else needs to devote one al°-

ment's thought to protecting the borrower. The borrower will talo
care of himself, and he will get his money at the most reasonable rate
possible, where the credit is justified, during whatever condition
prevails at that time.
So our supervision of those banks is intimate and very close, be"

cause we recognize that in every single institution in our group our
responsibility is complete. We have a liability for assessment ont
stock that we own in these individual banks of 100 per cent. The,
does not mean anything. Our liability is what is involved in ever/
bank we operate, and it is necessary to see to it that those banks a°
not have any more difficulties than is reasonable.
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Now, then, yesterday questions were asked about the flexibility or
the flow of funds through group operation from section to section. I
ean not speak for any other people in the business, but I am going to
make a statement of our own practices in that respect.
We are operating entirely within the ninth Federal reserve district,

and there are varying needs and conditions over that district. If we
have a bank located at a point where, at a particular time, there is a
,demand for funds beyond which we have deposits to make loans we
Investigate the credit involved, and at the same time the First Bank
Stock Corporation has intimate knowledge of the money available to
lend in each bank or their condition, and if there is some other bank
needing loans, and the loans are good ones, we have no hesitancy
in transferring that loan to that particular bank, or to the First
National Bank of Minneapolis or the First National Bank of St.
Paul, and if a case should develop where there were no funds within
ithe group we will do what we have done in the past. We have 67
°finks who are members of the Federal reserve system. The First
National Bank of St. Paul and the First National Bank of Minne-
apolis are both members. We will go to the Federal reserve bank
and borrow such money as is required to take care of the reasonable
feeds of our territory over any particular period. It is our business
and what we should do and what the Federal reserve bank is for and
What we have done in the past.
In answer to this question—

, Upon what principle are you working in determining the geographical area
Into which your group of banks will be extended—
'. desire to say that we have confined ourselves to the ninth Federal
l'eserve district as a matter of principle and I have described the
kethod of audit and examination.
I think, gentlemen, that is all I have to say in the way of a state-

Illent at this time.
Mr. STRONG. I understood you a few moments ago to say that

Le,ongress should devote itself to the protection of the depositor—
'Ile man with the money—and give no concern to the man who
wanted to borrow money. Is that your position?
Mt. WAKEFIELD. I think so.
Mr. STRONG. How many banks are there in your group?
Mr. WAKEFIELD. There are 91 in that list.
Mr. STRONG. How many were in the group as originally started?

, Mr. WAKEFIELD. Well, there were a few more than that. We had

this little company while we were trying to buy banks, and wead 17 banks in that company.
In this information I have given, I have given the percentage
V stock owned by the First Bank Stock Corporation in each bank
An two or three banks, you will find we only own the control.
Mr. STRONG. But 17 started the group?
Mr. WAKEFIELD. There were 33 banks to start with.

, Mr. STRONG. Who set the values on those banks, as taken over
°Y your 4roup f
d Mr. W AKEFIELD. The First National Bank of St. Paul was an in-
pendent institution, and so was the First National Bank of
inneapolis. The value of those 17 banks which we had already

Purchased was what we paid for them.

.A&
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Then we had a conference between the people in the three Montana
banks, the First St. Paul, and the First Minneapolis, to determine
a fair basis upon which they should join.
Mr. STRONG. I have not gotten to that. I am talking about the

original group.
Mr. WAKEFIELD. Our original group started with what I have

described.
Mr. STRONG. Who set the value on the two big banks in Minn&

apolis and St. Paul?
Mr. WAKEFIELD. We sat down and took the capital, resources, and

earnings, together with the deposits, and figured out a formula
which was worked out.
Mr. STRONG. Were you an officer in either bank?
Mr. WAKEFIELD. The First National Bank of Minneapolis.
Mr. STRONG. You set your prices upon your own banks when you

started the group?
Mr. WAKEFIELD. We did not. It was a difficult thing to do be-

tween the two cities.
Mr. STRONG. You agreed between the two banks how much stoel

of the holding company you would take for the stock of your banks?
Mr. WAKEFIELD. We agreed upon a formula which the officers

thought would be fair, and then that formula and agreement were
turned over to a committee of the boards of each of the two banks,
for review and approval and was finally approved by the board 0'
directors of the two banks.
Mr. STRONG. But the officers of the two banks agreed upon hoW

much stock they would allow themselves for the stock of the tw°
banks?
Mr. WAKEFIELD. Absolutely. Some one had to do that.
Mr. WINGO. Do you not think in that connection it would he wise

to have him give the formula?
Mr. WAKEFIELD. I can not—
Mr. STRONG. Do you have any objection to giving us the formule

that you used?
Mr. WAKEFIELD. I have described it, but I can not tell you exactlY,

the figures used. But it was based upon this: The First St. Pall'
had less capital assets than we had and they had less stock, althong°
they had a bank with deposits as great.
Mr. STRONG. Did you have an examination made of each of those

banks?
Mr. WAKEFIELD. Yes; they examined ours and we examined theirs.
Mr. STRONG. You jointly agreed on the stock you would allow?
Mr, WAKEFIELD. Yes.
Mr. STRONG. When you came to take in the stock of the other ban1',s1

you used a different formula? You said how much they shoulu
have for the stock?
Mr. WAKEFIELD. In a great many cases they got a better deal thall

we got ourselves.
Mr. &sorra. I do not know anything about the facts. expect

there were a great many cases where they did not, were there not?
Mr. WAKEFIELD. I can see what you have in your mind, Mr. strong/

and of course any statement that I might make you would feel weS
probably my opinion. I think it would be propably the best thing
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for you to find out from a lot of the people who got the stock whether
they were treated fairly and are being treated fairly.
Mr. STRONG. They might not know, if they get a dividend, whether

they were treated fairly or ,not.
Mr. WAKEFIELD. Many of the stockholders to-day are receiving

greater dividends on their stock which they received than they used
10 pay themselves in their own banks.
Mr. STRONG. Oh, I realize that combination of money and credit

are likely to produce large incomes.
Mr. SEIBERLING. Will you ask him at this point if that applies to

the original banks?
Mr.  WAKEFIELD. They are receiving identically the same dividends.
Mr. STRONG. But they placed a value on the banks of which they

got the stock. I think it is fair to go into this because of the state-
you made that Congress should take care of the man who has

,the money—the depositor—and not the man who has to borrow it.
ersonally I think that is a peculiar statement.
Mr. WAKEFIELD. The difficulties in our territory have arisen en-

tirely from the difficulties of the depositors.
, Mr. &Imo:cu. It has been suggested that I ask you how are the
girectors in the individual banks of the group elected?
Mr. WAKEFIELD. They are elected by the stockholder which hap-

pens to be the First Bank Stock Corporation.
Mr. STRONG. Then they are not elected by the individual banks?
Mr. WAKEFIELD. The First Bank Stock Corporation is the owner

°f the stock of the banks and is the only person who can elect the
lirectors.

„,,MV. STRONG. Then you elect the directors in all the banks?
Air. WAKEFIELD. Yes, sir.
Mr. STRONG. What dividends on your stock do you pay?
Mr. WAKEFIELD. Our stock is $25 par value and pays a dollar

(lividend.
Mr. STRONG. What was the original stock of the two banks—the

°Ile in St. Paul and the one in Minneapolis?
Mr. WAKEFIELD. Both have $6,000,000 capital.
Mr, STRONG. Both had?
Mr. WAKEFIELD. It is the same to-day.
Mr. STRONG. And they took $6,000,000 of stock from the holding

e°Iapany ?
M„ r. WAKEFIELD. They had $6.000,000 capital. I have it all in

uns little booklet. You take our bank, the First National Bank
()f Minneapolis: It has capital, surplus, and undivided profits of
41,613,170.30.
Mr. STRONG. How much stock did you take in the holding cona-

Pally g
. Mr. WAKEFIELD. Let me finish this. All these institutions belong

the First National Bank, and I will tell you this. We have
j1,613,170.30 in capital, surplus, and undivided profits in the First
ational Bank.
We have $2,400,000 in the First Minneapolis Trust Co,
We have $3,697,000 in the First Minneapolis Co.

I, We have $667,000 in the Minneapolis Trust Joint-Stock Land
l'ank.
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In addition to that we have an equity of a considerable amount in
our buildings

' 
which has been charged down.

Now, our total set-up of capital assets that we showed was
$22,000,000, and we received $30,000,000 of stock of the First Bank
Stock Corporation.
Mr. STRONG. After you figured in all the assets and value you got

$8,000,000 more than the figures showed?
Mr. WAKEFIF.LD. In stock.
Mr. STRONG. In the holding company?
Mr. WAKEFIELD. Yes, sir.
Mr. STRONG. What did the St. Paul bank get?
Mr. WAKEFIELD. They got $27,000,000, I believe. I can not tell

you that exactly. I remember my own figures, because I handled
them.
Mr. STRONG. Theirs was also watered—that stock? [Laughter.]
Mr. WAKEFIELD. I do not admit there was any water around the

place.
Mr. STRONG. Of course, there could not be any other liquids al

the present time. There was some liquid put into it, evidentlY,
anyhow.
Mr. WAKEFIELD. At the time• we made this arrangement the stock

of the First Natitonal Bank of Minneapolis was selling at $220
share. The stock that we received—the par value of the stock that
we received, which was four shares for one, was $100. Now, I do rint
think we watered any.
Mr. STRONG. Did you do the same thing with the other banks

increase them in a proportionate amount in your corporation for the
stock you took from them?
Mr. WAKEFIELD. If they had an organization that you justify it;

yes.
Mr. STRONG. But you passed upon that?
Mr. WAKEFIELD. Yes, sir. In connection with that, every one of

these deals was a mutual transaction. There was nobody oblige°
to sell. That was a mutual agreement.
Mr. STRONG. I know some little banks that were glad to sell.
Mr. WAKEFIELD. I know a lot of them that would be glad to sell.
Mr. STRONG. But it was the most intense pressure upon then'

anyone could possibly imagine.
Mr. WAKEFIELD. Not in our section.
Mr. STRONG. You feel that branch banking would be all right in

the little towns that could not support a regular bank?
Mr. WAKEFIELD. Mr. Strong, I feel that it is almost essential in

order to find some means of taking care of these deposits, where there
are no banks in those communities—almost essential to get their'
into some live institution that can furnish the necessary banking
facilities.
Mr. STRONG. But you think in the small towns that no one con

make enough profit in to support a unit bank, that branch banking
should be permitted?
Mr. WAKEFIELD. Yes, sir.
Mr. STRONG. But in communities where banks can make a regular

profit—enough profit to support a regular bank—you do not think
Congress should authorize branch banking?
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Mr. WAKEFIELD. I think it may be perfectly proper for Congress
to authorize branch banking in trade areas, but if they should do it,
I think it would be disastrous to force us to discontinue our group
banking.
Mr. STRONG. You would have no objection to branch banking

operating in your area ?
Mr. WAKEFIELD. None at all.
Mr. STRONG. Of course, the argument the branch banker or the

!tlan advocating branch banking, might make in your trade area,
Is that if they are allowed to go in there, they will select not only
the profitable banks in the good banking towns, but they will put
branches in all towns and that they can do it through teller windows,
aO(1 give the people banking facilities which your arrangements
withhold from them.
Mr. WAKEFIELD. No. If such authority was given, do not ever

, think that we would be asleep. We would be taking care of those
ulmall towns.
Mr. STRONG. With teller windows?
Mr. WAREFfELD. With all the banking facilities that could be

handled profitably in those communities.
Mr. STRONG. But you would be the judge, of course, as to what

that town would be entitled to.
Mr. WAKEFIELD. Some one has to be.
Mr. STRONG. You do think the residents of the town should be,

but it should be some one in distant control?
Mr. WAKEFIELD. It must be some one who understands that busi-

ness and knows whether they can operate that branch with profit in
that territory.
Mr. STRONG. Do you agree with Mr. Decker—I did not listen very

Closely to your discourse with regard to the farm problem—do you
agree with Mr. Decker's interesting statement yesterday that the

faarin problem grew out of lack of capital rather than the lack ofanking facilities?
Mr. WAKEFIELD. It grew out of too much capital.
Mr. STRONG. Grew out of too much capital?
Mr. WAKEFIELD. Yes, sir. I agree with Mr. Decker that a great

real of our difficulty was occasioned entirely by our banking situa
'ion, but not all of it by any means.
Mr. STRONG. You think you had more banks than bankers?
Mr. WAKEFIELD. Yes, sir.

„ Mr. STRONG. Are you aware of the fact that just prior to the war
,Lfle tariff was taken off of agricultural products? We had prac-
geally free trade in agricultural products.
Mr. WAKEFIELD. I have been engaged in business in a manner

Which has kept me alive to the farm difficulties over a great many
Years.
Mr. STRONG. That being true, you know that as a fact, do you not?
Mr. WAKEFIELD. I do not know a thing about the tariff.

.t Mr. STRONG. That is one branch of the farm problem you have not
'°11owed?
. Mr. WAKEFIELD. I do not feel that it has been an important factor
lo the farm difficulty.

100136-30—vot 1 PT 8-10
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Mr. STRONG. You think it is not important, not having investi-
gated it?
Mr. WAKEFIELD. No; I think—let us delve into that a bit.
Mr. STRONG. All right, delve.
Mr. WAKEFIELD. I will make my statement about farm products in

this manner: The products of the farm are primarily food products.
The market for those products is dependent upon the needs of the
population of the world for food. There is no method or means
whereby an extension of that market can be brought about beyona
those needs.

It is not as it is with the automobile manufacturer, or other manu-
facturer of other articles. You can not get a man to buy twice as
much food as he needs, although you may induce him. through
efforts, to buy two automobiles, or half a dozen neckties. It is an
absolutely limited market.
The world generally is attempting to produce the food necessarY ,

in the various countries, as far as possible in those countries, and, in
my opinion, there are no means whereby the United States, as an
individual nation, can create a condition which will enable us to pro'
duce unlimited quantities of food products and secure an adequate
price for them; in other words, in my opinion, the industry of farm-
ing in this country must depend primarily upon the domestic market
for the sale of its products, and when it reaches beyond that or at-
tempts by any artificial means to provide a market beyond that, they
are treading on dangerous ground.
Mr. STRONG. Then you do not think we should attempt to export

agricultural products?
Mr. WAKEFIELD. I think it is perfectly legitimate to export all you

can, but you are up against all the factors of the world market when
you do it.
Mr. STRONG. In your discussion of the farm problem—I want t°

try to follow you along those lines—you seemed to think that it is
wholly a matter of financial trouble, or wholly a financial problem.
Mr. WAKEFIELD. The farm problem?
Mr. STRONG. Yes.
Mr. WAKEFIELD. No; I do not—by no means.
Mr. STRONG. What I wanted to point out was that after the war

was over we were the only major country in the world that v/a5
flooded with farm products.
Mr. STRONG. Now, as I understand, under your system, so far..r!

have accepted only banks in communities where you feel a bankint4
institution can make a profit?
Mr. WAKEFIELD. Yes, sir.
Mr. STRONG. Then it will be necessary for Congress, or by sore

other means, to provide banking facilities or accommodations bY,
teller windows, or in some way, for those communities that can
support a bank proper?
Mr. WAKEFIELD. Under the present law, there is not any way olie

could take care of those small communities, and do it in a soup"
business way.
Mr. STRONG. How do you feel that Congress ought to proceed in

its legislation toward permitting branch banking—just simply per-
mit it in trade areas by national banks, unlimited?
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. Nlr. WAKEFIELD. That would require more thought than I have
2•Iven it, before I could set up a formula.
Mr. STRONG. Do you think trade areas is the proper limitation?
Mr. WAKEFIELD. I do. I do not know how you are going to de-

termine trade areas. There is this thing to think about, that is, when
the Federal reserve banks were established, it evidently was in the
'and of Congress at that time they were opposed to permitting a
oentral bank in the United States, or a centralized control of credit
and of banking facilities, and so they undertook at that time to set
111) districts, based upon the flow of banking business, and determined
'In certain areas which, in my opinion, were pretty carefully and
l),retty successfully worked out, to govern the location of the various
federal reserve banks. There were hearings held in our section, I
Presume there were in others, at which all people interested might
Present themselves and their arguments and finally a certain dis-
trict was located and determined as being the ninth Federal reserve

Now, in my opinion, that was a thoroughly sound idea.
11ie last thing that we want tn ,see is to find ourselves hitched up
!Jody and soul with, we will say. New York City or Wall Street;
necause we believe if we are permitted to have an independent,
4rong, institution, with plenty of competition in our territory, that
,\‘'e can serve that territory more intelligently and better than it can
"e done through any other method.
Mr. STRONG. I know you have said that; but what I am trying to

get at is what you think Congress should do with regard to setting
lip trade areas.
Mr. WAKEFIELD. I think that would have to be left to some kind of

(1),Inimission that could sit down and make a study, the same as they
did in establishing the Federal reserve banks, and determine what
those should be.
, Mr. STRONG. The governor of the Federal Reserve Board when
oefore the committee said, I think, they had a tentative figure of
making a division of about 27 areas, if I am correct in that.
Mr. AWALT. Thirty-seven.
Mr. STRONG. Yes; 37 areas.
Mr. AWALT. And afterwards amended it to 50, I believe, MI

sotrong.
. Mr. STRONG. And afterwards amended it to 50; that would not be
In accord with your idea?
Mr. WAKPFIELD. It might. I have not any idea on that particular

lung; I do not know just how the country should be divided.
Mr. STRONG. The president of the Federal Reserve Board also said
" thought that finally those areas would be broken down and we
!Told(' have national branch banking, but he did not contemplate
‘,nat would happen for perhaps 50 years and gave as a reason that
'key did not have at the present time trained men to handle nation-
11.1c1e branch banking. Is that in accord with your views?
Ofr: WAKEFIELD. I do not know as it is in accord with my views.
7Y views are that I should dislike very, very much ever to see coun-
Pr-wide branch banking in this country. I do not think we wouldd
mo as well.
Mr. STRONG. Your present idea is it might be confined practicallyt0 the 12 Federal reserve systems?
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Mr. WAKEFIELD. Yes, sir.
Mr. STRONG. That is what you sought to do in your group bank. in

your district?
MT. WAKEFIELD. Yes, sir.
(At this point Mr. Luce took the chair.)
Mr. LUCE. Did I understand you to say, Mr. Wakefield, that when

those banks were taken over you required that each one of them

should guarantee its liabilities, of the moment?
Mr. WAKEFIELD. Yes. We could not take in a bank and assume

undisclosed liabilities that they might have. We made those peoPle
stand back of what they gave us in the way of figures.
Mr. LucE. You referred to the undisclosed liabilities.
Mr. WAKEFIELD. It covers all liabilities.
Mr. LUCE. And how were you able to help out any bank that had

suffered as a result of the inflation and was struggling to keep its
head above water?
Mr. WAKEFIELD. Well, sir, I will give you a picture. Here is j116t

one instance which just tells that story. This is in a city of 3.000.
The largest bank in the community was experiencing an active with"
drawal; the bank's reserve account was overdrawn and its cash on
hand was less than $1,000. When our examiners reached the scene,

they found the town alert with lots of people in front of all three
banks, and the public generally disturbed by rumors. This was aD
old bank with deposit liabilities in excess of a million dollars. Tile
stockholders had previously paid an assessment of 50 per cent. Th1r.
was very recent. The affiliation was accomplished by our organize"
tion of a new corporation, which was supplied with a capital stoic'
ture of $150,000 and which assumed the former bank's deposit lia-
bilities. The bank pledged all of its assets, including its capital and
surplus and, in addition, the stockholders and the directors of the
old bank put up a guarantee fund of $200,000 in cash. That we':
$200,000 on a $100,000 bank and they had already paid a 50 per eel;
assessment. Now, then, that shows you how far those people wool°
go to prevent a closing in their community, and their one ambitl°
was to save their depositors from being tied up by the failure of the
bank, if there was any way to do it.
Mr. LUCE. But your central organization took no risks in the

creation of this structure?
Mr. WAKEFIELD. Well, we took some.
Mr. LUCE. And what were they
Mr. WAKEFIELD. Well, after all of this was done, we do not k11,0

whether we are going to come out entirely whole, or not. P e
figured that if that arrangement did not cost us over $50,000
would feel we were justified in preserving that town; because
would have involved a large group of banks up and down OW
territory.
Mr. LUCE. How would that be a loss of $50,000, if all of the 1iLl"

bilities were guaranteed?
Mr. WAKEFIELD. Guaranteed to this extent, that we accepted lor

mediately certain assets and assumed the entire deposit liabilitie"
Mr. LUCE. I see.
Mr. WAKEFIELD. The guarantee is not big enough.
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Mr. LUCE. Did I understand you aright, also, when I gathered
Your shares in the holding company are nonassessable
Mr. WAKEFIELD. The holding company's shares are nonassessable.

Ihey are a Delaware corporation.
, Mr. LUCE. Is it your judgment the requirement of contribution
°Y owners in case of failure is a wise and admirable thing in the
business world
Mr. WAKEFIELD. Not generally; but I think it is proper in banking.
Mr. LUCE. And why should the owners of a holding company

tscape these liabilities more than anybody else?
Mr. WAKEFIELD. They have not. They are stockholders in the

holding company—the holding company itself is liable for 100 per
cent assessment on every bank stock it owns, which comes out of
tilP property of the stockholders of the holding company.
Mr. LUCE. But you are not liable on those holdings in proportion

to the old holdings?
Mr. WAKEFIELD. On the individual stock owned in the holding

"Anpany, we could not levy an assessment.
, Mr. LUCE. It has been brought up from time to time that branch
nanking may at times result in collapse of a huge institution, as
took place in Canada in one instance.
Mr. WAKEFIELD. Just one, I think, in the whole history of the

country.
Mr. LUCE. That shows the possibility that your holding company

'night go on the rocks.
Mr. WAKEFIELD. I do not believe it would, but there is a possibility.
Mr. Luc& The Canadian bank undoubtedly did not believe it

1\ (mid.
Mr. WAKEFIELD. Quite likely.

. Mr. LUPE. But an attempt is made to discourage us from institut-
branch banking on the ground it once did happen; that once

there was a great failure of a bank with many branches, and that
stablishes the possibility your holding company might, in a period

c'f financial stress, become bankrupt.
Mr. WAKEFIELD. Yes.
, Mr. LUCE. Now how do you justify the exemption of your own
!'irectors and your own stockholders from the double liability which
is required under those circumstances from other corporitions?
Mr. WAKEFIELD. Well, my opinion is this, that through a set-up

with a capital structure such as we have, the liability, in case of loss
nf some unit in that group, is far more strongly covered than it
would be with an individual liability of a group ot stockholders.
Mr. LUCE. Very likely this is a technical question and has no im-

P°rtant bearing, but we are confronted with the Canadian episode
Ilthd it may be proper to inquire as to what would happen under simi-
'ar circumstances in this country.
Mr. WAKEFIELD. Yes.

, Mr. LUCE. Suppose some of the communities in your neighbor-
dwindle. There is a story in this morning's paper—or was it

•:,t'sterday—to the effect that the census enumerators are finding
inroughout Illinois, I think was the particular locality specified.
rge numbers of villages that are dwindling and in one case the

wnhle village was sold out at auction—the changing conditions of the
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time resulting in a dwindling of the smaller communities. What I
will happen; what course shall you pursue if one of your communi- i
ties has that experience? Shall you close that bank?
Mr. WAKEFIELD. I think good business judgment would requiria IlS I

to liquidate the institution and close it if we were operating in
town where it was no longer possible to make a profit in doing the E
business. t
Mr. LUCE. Then, your form of doing business does not necessarilY t

assure a continuance of existing banking facilities?
Mr. "WAKEFIELD. It certainly assures a continuance if there iS .

1

enough business there to justify a continuance. v
Mr. LUCE. But would it be in the case of competition in a pros- a

perous community? b
Mr. WAKEFIELD. Well, competition is the best thing we know of a

and, if we had competition which took our business away from us' I,
we would probably have to quit and go out of that community. We o
never have had that experience yet. a
Mr. LUCE. I might. say, Mr. Wakefield, that your admirable state rl

ment covered most of the questions I wanted to ask, but there are one t(
or two questions I would like to ask, particularly in the case of the tt
shifting of funds. We are constantly told in the discussions of this I(
subject that either holding companies or branch banking or any other fi
form of amalgamation will inure to the disadvantage of the smailet
communities and will shift funds to the great centers, notably Sell ta
York and Chicago. In the first, place, will you tell us what actual'Y if
happened, so far as your own experience shows, during the period Of it
the great inflation last summer, when money rose as high as 9 :per 

f(cent in New York? c
Mr. WAKEFIELD. Well, our situation was just this: Some of the (11

banks in our group had funds which they loaned on call in New York. ee
The First National Banks of St. Paul and Minneapolis were loaning be
money largely on account of the grain situation and our own (Ps" at
counts were running very high, comparatively; so that at no Ora
during that period did we have any surplus funds. We were, MO ql

leof that time, borrowers at the Federal reserve bank and at no tin lo]
during that period did we have a dollar of the funds of those tw° 40

big banks loaned in New York on call, although we could have made thi
double the rate we were getting by putting it there. !ii;
Mr. LUCE. How was it in the case of the bank in Fargo, for example? IN
Mr. WAKEFIELD. That did not. 

' 
thi

Mr. LUCE. Suppose it had surplus funds, did those reach Ness 110

York last fall? 
Mr. WAKEFIELD. If they had had surplus funds, they possibli .

might have loaned; but at that time we had not yet taken complete an,
control of all of these banks and could not regulate or control or thf
direct their loaning, and some of them did have—I know that—all vet
through the period surplus funds loaned in New York. alb
Mr. LUCE. Of course, what I am driving at is to try to find ont 1)0

whether the holding company or branch bank tends to send moneY yol
to the spot in the country where the best return can be received Of an:
it, to the detriment of local industries requiring funds? the

seMr. WAKEFIELD. No; I am positive that does not happen, becau Pet
it would be the poorest thing we could have happen. You Mn5t the
remember this, that nobody is obliged to do business with a certain
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bank, and the bank recognizes its responsibility to the business of its
Community. It must. It does not make any difference what their
selfish motives might be, the fact remains they must take care of that
business or they can not keep it. And during the period you describe,
of all of this inflation, the banks that I know of were loaning money
at a fixed arbitrarily low rate to business people, and borrowing
money to furnish to them instead of trying to shift it down to where
they could make a profit.
,Now, then, you are speaking of loaning money on call in New
ork. There come periods, seasonal periods, in the banking business

then every bank may find itself temporarily long on money. Nearly
all the banks in this country are paying interest on deposits, and the
banker can not sit with that money idle, and the logical and reason-
able place for him to loan it is to loan it on call in New York City,
because he can get it back at the moment he wants it. In the history
Of the country there never has been a time, except a very brief period
at the opening of the war, when money loaned on call could not be
returned at once and immediately. As it is at present, this happens
to be right now the time when there is perhaps a greater freedom of
money than usual, and there is a considerable amount of it which is
loaned in New York on call, and at a very low rate because of the
fact there is so much money looking for any price to cover its cost.
Mr. Luc& The argument we most hear here might be illustrated by

taking at random Fargo, which comes in my mind: It is urged that
if some man is starting in business and desiring to establish some new
Industry, the success of which is always problematical, and shouldO to the Fargo bank in such a period as that of last August and ask
lor a loan, the centralized banking system would say to itself, "We
'an get a sure thing by loaning this money in New York at 8 per
cent; we are not sure this fellow is going to make good, and it is
better to send that money to New York at 8 per cent than it is to run
any _risk with the hope of getting 6 per cent."
Mr. WAKEFIELD. The man that felt that way about it would not

;tay in business long, would not stay in the banking business very
"3ng, because there is not any banker I know anything about who does
nOt take the keenest interest in any business that is going to be con-

il!ieted and developed in his territory, and he will go just as far asl
. is business judgment will permit to take care of that thing. Bank-
ing business is competitive, and if he does not do that he will lose
that business; his bank will become known as an institution that is
n,.ot taking care of the local people and they will go to his competitor.
have not the slightest fear of that sort of thing developing.
Mr. LUCE. Possibly others of us do not, but that charge is made

4,4(1 must be met. tarrying that a bit further, it is urged, under
ine unit-banking system, the president of the local bank has that
4ry keen heart factor at work for the safety of his own institution
and. the maintenance of his own business and preservation of his
Position of influence in the community Now, by such a change as
You. have brought, the banker has lost some part of his personal
xiety ; he no longer depends upon the business of that bank for
safety of his own fortune; he is now dependent upon the pros-

Perity of a large group of banks; and it is suggested that you have
'hereby diminished his own zeal, caution, prudence, enterprise, and

1
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interest in the community; in other words, that all amalgamation,
tends to destroy local initiative, courage, hope, zeal, and all the othei

(nod things involved in it. What do you say to that?
Mr. WAKEFIELD. I would say this: That under the system we are

operating our group banks up in the Northwest—I do not kn.ovir
about them anywhere else—it is just exactly the contrary to the thing
you have described. H there is any man out there running a ban,g
who thinks he is through or that he has been relieved of any respon
bility, we are going to find it out very soon and he won't remain
there very long; because in every case we are stockholders of the

First Bank Stock Corporation, the success and profits of which are
dependent upon each individual unit being successful and making
money and going ahead, and that can not be accomplished without
that particular institution looking after its territory and taking care

of its local business to the limit.
Mr. LUCE. You think the president won't go out on the golf links

any more days of the month after that change than before?
Mr. WAKEFIELD. I am dead sure he won't; and perhaps a go°d

deal less.
Mr. LUCE. Now, it is furthermore urged that under chain-banking

systems there is an inevitable favoritism to borrowers.
Mr. WAKEFIELD. I do not know what that means. I have never

known of favoritism to borrowers.
Mr. LUCE. Well, that is the allegation; that, for example, somebod9,,

controls your system. It is the story of all human enterprise the,.'
there is some one man at the middle of the thing whose judgmen"
dominates. Now, the allegation is made, under those circumstanceel
that central man, whose word goes, if he has a prejudice in favor 01
mining, for example, or against mining, will in the first place favnrd
one particular group of borrowers against another; or, going bern,
that, if he has a prejudice within the mining group, he will throne
his influence turn the money to the advantage of one man and trie
disadvantage of another man. That charge is being made all the
time in the discussion of this subject—that concentration conduces tO

favoritism.
Mr. WAKEFIELD. Well, I do not know. I have never come in cOly

tact with anything of that sort. I have been president of the First
National Bank of Minneapolis for some time. Perhaps I might be
considered to be the fellow who could do something like that, sonlo"
thing such as you describe concerning the bank; but I would hesitate
to try to do anything like that with the group of officers in the
bank and directors that are in touch with the business of that institu.
tion and following it all of the time. And besides that, it would bef
the poorest business judgment any man could exercise; and most 0
us like to think we are going to exercise good business judgment.
Mr. LUCE. Very well. Now, turning to another phase of the .subs

ject : You know, of course, the proper committee of the House is 11,1
present investigating the subject of holding companies in railroau
stocks; there is a demand that we investigate holding companies .1!
public-service corporations and very strong and able men have writ
ten in the magazines, notably, Professor Ripley, describing what le
going on in the way of pyramiding securities and intimatingnr
arguing that harm would come to the country. Now in uniting tile"'
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bank stocks, there is nothing standing in the way of some super
bolding company getting a majority of the stock of your group, is
there?
Mr. WAKEFIELD. I think it would be practically impossible; but,

at the same time, of course there is no way we could prevent stock-
holders selling their stock and finally finding out that it might be
Controlled by somebody. I wish there were.
Mr. LUCE. Do you think there would be harm if some second Mr.

Insull got into the banking field and got control through this par-
ticular method? I want to bring out—
Mr. WAKEFIELD. I will make this statement: I have thought of

that a good deal. The purposes of our organization are primarily
based upon the desire to have institutions up there that are big
enough to take care of the present-day types of business and which
are owned and operated by the people living practically within the
territory served. Now we have recognized and I have had the ques-
tion asked by others as to what would prevent some super holding
company, such as you describe, stepping in and taking possession
and control of our group of banks and our institutions, possibly we
Will say in New York—that is what most people try to talk about;
they seem to think that just the use of the word Wall Street"
Is sufficient.
Now my opinion is this: In the first place, I do not think it ever

Will happen; I should dislike very much to see it happen. On the
other hand, if it did happen, and anyone in the organization in
Isrew York came out and acquired, through purchase, the controlling
interest of the First Bank Stock Corporation, I do not believe there
Could be any change in policy or any change in degree of service
rendered to the communities, or any real practical difference ever
Made in the conduct of the business; because the business is competi-
tive in that territory and, if any New York institution attempted to
oPerate it against the interests of that terriory, they would destroy
the value of the thing they had purchased. And I do not believe it
would ever happen, because I think any one that did acquire it
would be anxious to protect the value of the holdings and earnings
of the thing they purchased, rather than to buy it and destroy it.
Mr. LUCE. I rather think you are right, but a large number of

People discussing this question think you are wrong.
Mr. WAKEFIELD. I know it.
Mr. LUCE. So we must try to find out how to meet their argu-

olents, because it is urged, under such circumstances, our banker,
Mr. insuil, will then have command of such enormous aggregations
Of capital that he can—well there are those who say he can ruin
the whole United States.
Mr. WAKEFIELD. Well, that could not be, because anybody who

ends themselves in a position of having control of that kind, if
they are going to keep it at all, must carry on those businesses the
Way they should be carried on, or else they destroy the very thing
they acquired.
Mr. LUCE. Another argument raised against the form of organi-

zation you have established is—and I do not use the word with any
invidious significance—that it is slippery; it gets out from under
the tax laws, it gets out from under the banking laws; that the
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holding-company idea is not that of openness with the capacity for
examination and comprehension which the branch-banking systeni
presents. And, by the way, before you answer I would say that
you have not yet quite made clear to me why you have thought the
holding system to be superior to the branch-banking system.
Mr. 'WAKEFIELD. The reason I feel it is superior at the present,

time is because of the fact that it permits continued operation nt
unit banks.
Mr. LUCE. That is, the nominal operation; the banks still look

like unit banks?
Mr. WAKEFIELD. Are unit banks.
Mr. LUCE. Well, let us see. As I said yesterday, power is the

test all the time of what a thing is; not the looks of it, not the

name or appearance, or mask under which it works but power is
the test. Now the power, in the case of your banks; has been con-
centrated in the Twin Cities; you dominate; that is what you
went into it for—to dominate.
Mr. WAKEFIELD. All right.
Mr. LUCE. And I do not say that any criticism ought to be made'
Mr. WAKEFIELD. Dominate it for the benefit of the territory in

which it is operating.
Mr. LUCE. And for your own profit. Like every business man;

you have the double concern of doing somebody else a favor an°
bringing to yourself a gain. I am a business man myself.
Mr. WAKEFIELD. In answer to that, if you are a business men'

then you know mighty well that our form of set-up has shared tin

prosperity of our big banks with a tremendously greater group 0,1
people, and there is not any more money to be made by the Ind'
vidual that did own stock in the First National Bank of MinneaPs9"
lis under this system than there was under the old holding.
Mr. LUCE. I grant you; but let us get back to the question of

why a somewhat obscure, tenuous, and hazy form of organization

like a holding company is, in your judgment, superior to a definite'
clear, open, above-board form of branch banking.
Mr. WAKEFIELD. Eventually it may not be; but the thing we have.

done was the result of absolute necessity under the conditions that

prevailed. It is the only means to-day whereby any one could steP
in legally and present to this territory banking institutions that 

the

public have confidence in; it is the only means there is. Now, 
then:

possibly—probably--a branch-banking system, properly deterini

as to area, may develop and be the solution of it all: but. for tile
time being, with the public habits and training relating to the
ation of a unit bank, the directors and officers of which are
in their community—they are at home—it is so strong that it wonb
be destructive and disastrous to make any change in that.
Mr. LUCE. Will you make a little clearer why any provision

part for branch banking would, under those circumstances. imPerl
your own institution?
Mr. WAKEFIELD. Oh, it would not; and I have said before wl

would be perfectly willing that such provision should be made. en"
perfectly willing to meet whatever competition is developed for us,;
but we do not want it made upon the basis which is intended immedr
ately to destroy and put out of business the group system. If
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branch bank law were passed to-day, we probably would be the first
People to be out in some of these communities making use of it.
. Mr. LUCE. One other phase of the subject: When one of the banks
in. your group has an excess of funds, what do you advise them to do
With the excess?
Mr. WAKEFIELD. That depends upon the conditions prevailing. If,

48 I described awhile ago, we had some other section that was needing
koney and did not have it, if we could make good loans there, we
would certainly advise that other bank to buy some of those loans.
Mr. LUCE. Would you advise them under any circumstances to buy

ecurities?
Mr. WAKEFILOLD. Oh, yes. There is a certain amount, a reasonable

aniount of marketable securities that are almost essential in any
bahk.
Mr. LUCE. It has been brought out in our hearings there is a

b arked tendency to turn banking from what we used to think its
Proper function—commercial loans—to investment securities. What
Is the situation in your district in that regard?
Mr. WAKEFIELD. Well, banking and the use of money must always

reP up with the times, and if conditions change, so that one type of4,5841 disappears, some new development comes in and takes its place.
i'ake your installment-selling business to-day: The loans to those
'arge corporations that are furnishing funds to carry installment
contracts are a substantial factor in banking loans to-day. They did
!int exist 10 years ago. Money is always seeking the opportunity to
lake care of development and will always abandon and disappear
'rotn businesses that have passed by the need of it.
Mr. LuCE. You see no objection, then, to permitting banks to go

nit° the investment business; that is, you see no harm in the tendency
Of bankers to become investment bankers? -
ti Mr. "WAKEFIELD. I think the banker to-day must be familiar with
'le investment banking business if he is going to operate successfully.
Mr. LUCE. Is there any attempt made in your district to imitate
to follow the eastern example in giving, special protection to

savings depositors?
. Mr. WAKEFIELD. "Well, we have laws covering that in our State
Institutions that are especially designed to protect the savings de-
_linsitors. The national bank does not have any special—there is no
'Peeial provision regarding savings deposits in national banks.
Mr.LUCE. Why should not there be?
Mr. WAKEFIELD. I think the proper banking structure does not

it'quire any. There is nobody operating banks that intends to lose
tillt savings deposits.
. Mr. LUCE. Oh, not intend to; but we find sometimes in the East,
1,11 .spite of good intentions, they sometimes do, and we have passed
tringent laws preventing the intermingling of funds.
Mr. WAKEFIELD. I think any law of that kind extending to the

general banking structure would be.disastrous. I think it would be
4 great disadvantage to the banking business and absolutely unnec-
ssary.
Mr. LUCE. Well you impugn the judgment of the legislators of
'1Y State very seriously in your statement.
, Mr. WAKEFIELD. That may be true; but I still feel that way
%out it.



938 BRANCH CHAIN AND GROUP BANKING

Mr. LUCE. As I have before pointed out in these hearings,
have a law that is very strict that there must be a solid brick vie"

without any aperture—

Mr. WAKEFIELD. You are from New York?
Mr. LUCE. I am from Massachusetts—between the savings bank

and the national bank; because in so many instances have the Aces,

in the national banks been able to lay their hands on the funds 01
the savings banks.

Mr. WAKEFIELD. Oh, you mean between the same institution, the
same crowd operating the two types of institutions?

Mr. LUCE. I mean we go so far as to prevent the two banks fren1
having any physical access to each other. •

Mr. WAKEFIELD. Yes; but your national banks in Massachusetts
can receive deposits for savings accounts?

Mr. LUCE. They have been coming to do so, lately, and it is per"
haps part of my job here to bring to the attention of this committee

what we think is the safe and prudent course in that matter.

Mr. WAKEFIELD. I think, if you are looking after the best interest;
of your people up there, you won't try to interfere with the 

national

banks tailing savings deposits.

Mr. LUCE. We are very proud of our mutual savings balik

system—

Mr. WAKEFIELD. So are we and we have some very fine ones. ,
Mr. LUCE (continuing). Yet we feel the mutual savings bangs

may interfere with the national banking system.

Mr. WAKEFIELD. I think one of the worst things that could hal);
pen would be to require that all savings deposits should be depositeu

in mutual savings banks; because, when so deposited, they are 

the,,

available for only one purpose, that is, investment in a very lirniteu

type of security and, of course, unavailable for the good of the get'.

eral business of the country.

Mr. LUCE. Well, my own community differs completely from you,
sir. I think that is all the questions I want to ask.

Mr. FORT. Mr. Wakefield, there has been some question about the
valuation of stocks for the purpose of an organization like rill

Bank stocks customarily sell in the market away in excess of the;

capital, surplus, and undivided profit book value, if they are soundL5

maintained, do they not?

Mr. WAKEFIELD. Yes.
Mr. FORT. And in the fixation of the value at which a bank stuck

sells, for example, the extent of the assets and services that it Ilesi

as a fiduciary are always figured in the prospective earnings fr01'

them, are they not?

Mr. WAKEFIELD. Yes. ' Ii
Mr. FORT. And also the rate of earnings of the capital, will

would be fixed by the proportion of deposits to capital?

Mr. WAKEFIELD. Yes.
Mr. FORT. Also the value of any special service that the bank 11leY

have created which produces earnings?
Mr. WAKEFIELD. Yes.
Mr. FoRt. All of those things are reflected in the price, so that 'Id

preparation of a formula that could be absolutely uniform woll'

be very difficult, would it not?
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Mr. WAKEFIELD. I do not think you could develop one that would
aPPly the same in any large number of cases.
:Mr. FORT. A bank with a very small capital and surplus value

blight have trust estates, earnings on which would make the stock-
biarket value a very high one?
Mr. WAKEFIELD. There are always some unusual conditions in

every institution.
I. Mr. FORT. We had a case in my own State where the sale of the
°fink was set aside because the selling board of directors had filed a
'onsent to the substitution of another trust company for themselves
4s trustee under a large estate, and our court held that in itself
1"ade the whole transaction of fixing price fraudulent.
, Mr. WAKEFIELD. That meant the deprivation of an income piece of
business from the institution.
Mr. Four. Yes; which was in no way reflected in the capital,

'-urplus, and book value.
Mr. WAKEFIELD. Yes.

.„ Mr. FORT. Do you feel, however, if we are definitely, either by
4allure to legislate or by legislation, to consider group banking as a

i)lehnite national policy we should in any way regulate the priceases in which banks should be taken into the group?
, Mr. WAKEFIELD. No, sir; I do not. I do not see where there can
1* any possible reason for even any discussion of it.
Mr. FORT. You do not feel there is any hazard, speaking generally

ROW, of individuals who are substantially controlling in a group
triPany purchasing a lot of small banks at deflated values and put-tog them into holding companies at high values?
Mr. WAKEFIELD. I do not believe—if there is anybody going to do

!' thing like that they are not serious in the business; they are doing
't for a stock-jobbing proposition and manipulation.
„Mr. FORT. Exactly. Well, should there be no restriction of any
lutid of a possibility of that in anything that touches the funda-
Illentals of the Nation as banking does?
!qr. WAKEFIELD. I think the court would protect anybody that was

kized up in anything like that amply under the present law.
. Mr. FORT. Has not that been going on, as a matter of fact, actually
iii taking. over the branches of some banks, in some sections of the
totintry V
Mr. 'WAKEFIELD. Not that I know of; I have never heard of any.
Mr. Foirr. We hear rumors of these things, without ability to

rProve them, that banks have been bought, small banks, by largeuanks from their own insiders, at highly inflated values, for the
Allypose of establishing branches.
Mr. WAKEFIELD. I do not know where that could happen; it

eould not happen in our neighborhood.
Mr. FORT. .And you would have no suggestion of any way in which

Ive could protect against it?
Mr. WAKEFIELD. I think the public are amply protected to-day.

.„ Mr. Forr. In setting up your plan, were any banks forced in,
toreed to join your organization by any competition or threat of
%r,i.vetitioit locally?
Mr. WAKEFIELD. Never.

—A
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Mr. FORT. That, however, is a real possibility in a company WI)
as yours, if people chose to use it, is it not?
Mr. WAKEFIELD. I do not think it is a possibility to-day. I e911

not think or have not been able to think of a single case where a!!

influence of that kind could have been used with any result willg
ever.
Mr. FORT. Not even if you had first acquired, we will say, in

small town—I see you have in soine minor cities two and thrri
banks in your group; the purchase of the first of those banks coull

be used to afford special accommodations of one sort and another.
Mr. WAKEFIELD. No. I will tell you how that works: We ha,"

two banks down there in Austin, Minn. That happens to be We
town where I first started in the banking business—southern Mi11111:
sota. The First National Bank of Austin was the one for wine':
I first worked. That was owned by the Banfield family down al'
Austin and was a very successful and good bank. I never even had!
conversation with them about that bank, believing they would net'
want to let go of it; it had been in the family for very many years'
The Austin National Bank, in Austin, was saved a few years ar
from closing by voluntary contribution from Mr. Hormel, of t e
George A. Horniel & Co., whose business is located in that town;
He found the bank was going to close and stepped in and
$275,000 into it and kept it open, which gave him the ownershir
of the bank, a business in which he did not want to be engage,'
They came to us and wanted us to buy that bank. A few wee'
later, the Banfields came up to me and told Inc they thought the

consolidation of those two banks down there would really put that

town on the map and make it a worth-while institution and they,

wanted to come in with us. The Northwest Bancorporation che
not have a bank in Austin and I rather expectea they would acquirl
the First National Bank until the owners came voluntarily an;
asked to be put into our institution. The banks will be consolidate;
later. Since the Northwest Bancorporation has acquired the thiru
bank in that town.
Mr. FORT. Please get this very clear

' 
Mr. Wakefield: I do ant

mean to suggest or to intimate that you have done that thing up t°
date. I think, on the contrary, your and Mr. Decker's organizatiO
have done a very fine job for the Northwest territory; but I
talking in general terms, throughout the United States.
Mr. WAKEFIELD. I see what you have in mind. Let me 89Y

this—
Mr. FORT. Now taking your very illustration of Austin, if there

are two banks there and you step in and take one, is it not very easilY
possible that you can, through your greater facilities and other
things, competitively force the other bank, willingly or unwillin0
to join your chain?
Mr. WAKEFIELD. We are occupying a great many towns where

there are banks not connected with us in existence, and we have
most harmonious arrangement in those towns. I have not hear
of a single case where there has been anybody even suggesting there
was any thought or any possibility of that sort of thing happening'
Mr. FORT. Well the possibility is there in the power, is it not?
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Mr. WAKFXIELD. I think it is. I thing we could go out and just
si imply raise the deuce in a town and possibly put a bank out of
ullsiness; but I think it would be the poorest policy on the part of
(air organization of anything they could do.

Mr. FORT. You could put it out of business or force it to accept
an exchange of stock which, in the first instance, it was not willing
to accept?
Mr. WAKEFIELD. I rather doubt that. Of course, if we were the

('lily fellows working, we might be able to do something like that.
Mr. FORT. The same thing has been done since the passinff

P' 
of the

McFadden bill, by placing a branch of the larger bank in the im-
mediate neighborhood of the smaller unit bank and the smaller unit
bank has felt that the part of prudence was to sell out, rather than
to continue to buck the competition of the larger organization.
Mr. WAKEFIELD. Of course, that would have to be in a territory

Where branch banking was permitted.
Mr. Rum Exactly; but is there any difference in principle as to

the possibility of operation between your system and the branch-
banking system?
Mr. WAKEFIELD. Well, I think there is very much difference.
Mr. FORT. Why?
Mr. WAKEFIELD. Because our institution differs in that each bank

continues its corporate existence, with a group of officers and com-
Plete legal organization and must have a real, substantial business
to warrant its going in. It would be an entirely different thing to
open up a little office here with practically no expense and go ahead
and do business.
Mr. FORT. Well, one of the services you can give in a town, and a

Proper and needed service, undoubtedly, arises from the fact that
the local bank has only a 10 per cent loaning limit?
Mr. WAKEFIELD. Yes.
Mr. Fowl'. And there may be very desirable accounts in that town

that need larger accommodation. You can permit the deposit to
l'emain with the small local bank, the whole deposit, but can grant
accommodation from your First Minneapolis, can you not?
Mr. WAKEFIELD. Absolutely, and do.
Mr. FORT. That would be rather destructive to the other local

bank, would it not?
Mr. WAKEFIELD. No; because the old methods of doing business

are still in existence, and wherever it has been the case in any town,
Where there is a business located that is substantial and their loan
requirements have been above the legal limit of the local bank, the
local bank has made an arrangement for those people to go to some
tentral bank somewhere and secure additional accommodations, and
they are now getting them.
Mr. FORT. And, in a great many instances, they are getting them

also from two or three local banks?
Mr. WAKEFIELD. Yes, in some cases.
Mr. FORT. Instead of going to out-of-town people?
Mr. WAKEFIELD. Yes in some cases, they are.
Mr. FORT. Now I asked a question or two yesterday of Mr. Decker

in regard to branch banking, on which I want your views as a
banker. Can you see any justification for the branches of the banking
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system, if we are going to authorize them, paying different rates to

lepositors on the same class of deposits in different branches? ,
Mr. WAKEFIELD. Well that would require consideration of the pol-

icy of operating the branch bank. I do not know what the answer,
is but my first impression would be you would absolutely be requirea

to : have a uniform rate; you could not vary those rates. While _your

funds would be in one place, I do not see just how you could do it'
Mr. FORT. We have in my State savings banks paying as high as

43% per cent, credited monthly in some towns; we have other towns
where the credit is semimonthly, at 4 per cent, or below. If we were
to have this trade-area branch banking, the branch going into the

town where the local banks were paying 43%, would either have
pay that or' get no business, would it not—other things being alus
as to the solidity and solvency of the banks?
Mr. WAKEFIELD. Well one of the most definitely destructive tend-

encies in banking competition is that of attempting to pay rates 011
money greater than really warranted by good sound business judg"
ment.
Mr. FORT. Of course some mutual savings banks have accurnu:

lated surplus enough, which belongs to their depositors, does it not!

Mr. WAKEFIELD. That is true.
Mr. Fowl. Now should the branch-banking system be permitted

to compete with local banks on interest, or should the rates be nui"
form throughout the system?
Mr. WAKEFIELD. I do not think anything ought to be done that

would prevent competition,—free competition. Now you are speak"
ing of the surplus—
Mr. FORT. Would that include the right to go into a communitY

where the banks were paying 4 per cent and to offer 4% for the
branch-banking system?
Mr. WAKEFIELD. Well I do not believe competition would be that

way.
Mr. FORT. Would it not be, in order to attract deposits, in the

first instance?
Mr. WAKEFIELD. Oh, no. I think the tendency would be to lover

the rate; because any one who has been in the banking business long
knows you can not attract money to you that way and hold it, hut
that you have to keep it.
Mr. FORT. Unless you first force out all competition.
Mr. WAKEFIELD. It does not make any difference, whether there i!

open competition there, or not; money won't go at unfair rates; 1'
will find some other source of use. You are speaking of the surplus
of mutual savings banks?
Mr. Fowr. Yes.
Mr. WAKEFIELD. The committee must keep in mind this, that the

mutual savings bank is a nontax-paying institution and, in consider'
ing the difference between the two types of institutions, just remerui
ber that the tax of the State and National Banks is a very subsantie
item of expense.
Mr. LUCE. Might I correct you in one particular: That is not true

in my State.
Mr. WAKEFIELD. In mutual savings banks?
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Air. LUCE. Our savings banks pay a tax of one-half of one per
cent on their deposits.
„ Mr. WAKEirrvr.n. But how does that compare with your National
Bank tax'?
Mr. Luc& Well, our national bank system has been thrown into

confusion by the action of this particular committee, much to my
sorrow. [Laughter.]
, Mr. FORT. Then you do not feel, if we are going to authorize any
°,ranch banking, that we ought to attempt to have anything to say
4DOUt the uniformity of the rate, or competitive rate, or anythingtIse?

Mr. WAKEFIELD. No; I think it would be a mistake.
M. Form We ought to leave it entirely to the working out of the

sYstem as it is?
Mr. WAKEFIELD. Yes.
Mr. FORT. Now, I said a while ago one of the bases of calculation

of the value of bank stocks is the relation of deposits to capital, the
l'811a1 rule, I think, being there ought to be about 10 per cent as a
raaximum.
Mr. WAKEFIELD. About 10 times.
Mr. FORT. Ten times?
Mr. WAKEFIELD. Yes.

s,Mr. FORT. A system such as yours giving a secondary security in
‘fle public mind to the bank in which they deposit, would be able,
Zou14:1 it not, to secure deposits in greater volume than the public
jould generally think appropriate for banks of their capital, if
nei _Y had no such secondary security?
t,Mr. WAKEFIELD. Well the facts are that in comparison between
tie capital requirements that anybody has ventured to even suggest
being adequate of a branch banking system, and the actual capital

,i'avestnnent under a group system we could operate with the same
'Posits we have to-day, as branch banks, taking any basis I have
ver heard of, on a very greatly reduced capital investment.
Mr. Form Mr. Wakefield, I am trying to talk general principles

ItIld do not question what you gentlemen are doing; I am trying to
at the fundamentals of this question for general use. Now, what

4 ain trying to get at is whether such a system as yours, with a see-
'illtklary line of defense, will not perhaps open the door to the
Anking business of America being carried on with a less capital
1417estment than it is now required to have?
f_Mr. WAKEFIELD. Well, one of the disadvantages of the group sys-
7,41 is that it can not do that; that it does require a complete capital
°Q.ucture for each institution, based upon the business in that corn-

i Mr. Fowl. So that, as between these two, if we regarded less capital
114 banking as a desideratum, would it not be better off under the
ranch system than it would under the group system?
Mr. WAKEFIELD. If you want to reduce the capital required?
Mr. FORT. If we want to reduce it.
Mr. WAKEFIELD. I think that is true.
Mr. FORT. Now, the reduction phase is of interest only in order to
Nell small communities than can not earn on a large capital?

100136-30—vm. 1 PT 8-11
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Mr. WAKEFIELD. The what?
Mr. FORT. The reduction phase of the capital position—that is, the

idea that possibly we might want to reduce the capital anywhere—t'f
reduced capital requirement is of interest only in order to rea9
those sections which can not earn on the present capital requirement'
Mr. WAKEFIELD. I do not understand just exactly what you have

in mind.
Mr. FORT. Here is what I mean: If the branch system can oper,ate,,

on a less capital per volume of deposits than the group system, toe'
• it can afford to install branches or teller windows in places where a
unit bank could not afford to be set up?
Mr. WAKEFIELD. Surely; in those small towns where to-day tb!

capitalization of an individual unit requires an investment th.er'
and an. operation that is unprofitable, it is the only means of gnitLg
into that community. One of the reasons why a branch could go
there is because it would not be required to have the capital invest'
ment.
Mr. FORT. But that would not apply to your group system?
Mr. WAKEFIELD. No; that stops the group system.
(The committee thereupon took a recess until 2.30 o'clock p. in.)

AFTER RECESS

The committee reconvened pursuant to the taking of the
Hon. E. Hart Fenn presiding.

STATEMENT OF L. E. WAKEFIELD—Resumed

i-eCeS51

Mr. WAKEFIELD. Mr. Chairman, may I have permission to furthehr
explain a little visit Mr. Strong and I had this morning, in wd
he was discussing my attitude or expression of opinion that we
not need to devote a great deal of time to protecting borrowers'
Mr. FENN. I think SO.
Mr. WAKEFIELD. And he replied to me something along this line"'

my associates have called my attention to a condition in the reM:*;
that might be misunderstood—he made the reply, "Then you are
favor of looking after the rich fellow and letting the poor fell°
look after himself."
Mr. WINGO. Now, Mr. Chairman

' 
I think, if that explanation is tA91,

be made, Mr. Strong ought to be here. Mr. Strong, so far as in•
recollection is concerned, made no such statement as that.
Mr. WAKEFIELD. It is perfectly agreeable to me.
Mr. FENN (presiding). Then let us let it rest there. of
Mr. FORT. Mr. Wakefield, you have spoken very interestinglY ov

the greater desirability to the bank of local loans over call-1011;
loans. Is it the custom in your territory to expect local borrowers

maintain deposits with the bank bearing some relation to the aniouni
of their borrowings? theMr. WAKEFIELD. In most cases lines of credit are granted upon
basis of deposits only. jt.
Mr. FORT. So that, where you make a local loan, you get a dePrail

say, of 20 per cent normally as an average of the amount of the 10

and a maintained balance?
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Mr. WAKEFIELD. Your 20 per cent we do not know anything about.
Mr. Foirr. You hope for it, but do not get it
Mr. WAKEFIELD. We would like to get it, if we could, but we do not

get. it.
Mr. FORT. Ten per cent?
Mr. WAKEFIELD. Well, there is not any set figure, and, in many

eases—you take these small banks in the country—many loans are
kade to people that practically have no balance.
Mr. FORT. Small loans, though?
Mr. WAKEFIELD. Yes.
Mr. FORT. But when you come to your larger loans

bliMr. WAKEFIELD. They are usually based upon a corresponding
siness.
Mr. FORT. SO that one of the direct advantages that is bound toco, rile to a bank that does maintain that policy of local loaning is an

1lierease of deposit accounts?
Mr. WAKEFIELD. Yes.
Mr. FORT. And the ordinary banker, from purely cold-blooded

Notives, in a time when he has a demand for money locally, knows
that he is going to get more money to loan by loaning locally than
lie Will by loaning on call in New York?
t Mr. WAKEFIELD. Absolutely. The deposits of every bank come
rom the community where the bank is located, and, unless the bank

i'ories on and helps the individuals and institutions of that corn-
kutity, it is defeating its own growth and development.
Mr. FORT. So you do not believe there is any serious danger of

44r17ing local borrowers for the purpose of taking advantage of thellca
,_,L-loan rate in any section of the country?
Mr. WAKEFIELD. I am positive that there is. not.
Mr. FORT. On the other hand, there are some places where the bor-rol
°ing demand does not equal the resources of the bank, are there,tot?

Mr. WAKEFIELD. That is true.
thtMr. FORT. And those banks turn to the call-loan market, rather
,q1 to investments, as their only means of utilizing their funds?
4r. -WAKEFIELD. Or to the purchase of commercial paper in the
fl market, or to the purchase of acceptances, that type of thing.

k 31r. FORT. Now, you have not expressed any opinion that I have
meard to-day in regard to the merger of banks. I notice as I said
§rlier, that you have in some of your small cities two and three and14
ome cases, I think, four banks in a single town: Is it the policy of

L ,h an institution as yours to maintain all of those local units, or is
n

Alirour plan ultimately to merge them?
4r. WAKEFIELD. It is the plan ultimately to put them all together.

iipr. FORT. You feel, then, the effect of your operations will be
iinately to reduce the number of banks?
kp WAKEFIELD. Yes.

r. Kum Of course, where you own all of the stock, or substan-
,thelay all of the stock—I say you; your corporation—the question of
the price at which a merger is effected is of slight importance, I mean
„ price at which the stock of the different banks is taken into
ount in the merger.

n

14r. WAKEFIELD. In a merger?
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Mr. FORT. Yes.
Mr. WAKEFIELD. No; where we own the stock of both banks, it i!

just the assets that are merged, and the business is merged withou
t

any regard to price.
Mr. FORT. Have you any views on how far such holding compani,es

as yours and the Northwest Bancorporation, for example, ought 'n
be allowed to merge? 1
Mr. WAKEFIELD. No. I do not know whether there is any sPotr-1

am satisfied of this, in a territory such as we are occupying. that ir
would be a great misfortune, in my opinion if anything were ell
done to eliminate the competitive situation that exists there.
Mr. FORT. Then since competition is, in your judgment, as I think,

it is in that of practically this entire committee, if not all of
desirable factor where it can be maintained, would we be doing, ld
your judgment, what we should not do if we tried to find ways an
means of maintaining competition?
Mr. WAKEFIELD. No ; I think you would be justified.
Mr. FORT. You have said that it is,and of course we all know 0.1°0

it is, whether the securities are listed or not, always possible that
control of an institution such as your corporation could be bought'
somebody wanted to pay the price.
Mr. WAKEFIELD. Yes. toitMr. FORT. It would not be sound policy for the Nation to pg. to

the control of the banking within any Federal reserve district
get into one hand, would it?
Mr. WAKErrELD. I do not think there would be any danger of tk.eit

because if it did it would be a temporary situation. Unquestionau"
there would be competition come into a situation of that kind. ;0
Mr. FORT. There might in the larger cities; there would not

the smaller ones.
Mr. WAKEFIELD. Well, for instance, if the Northwest Baho1 0;

ration and our corporation should see fit to merge, you can he
make me believe it would take 60 days for somebody to be "
field setting up a competitive institution.
Mr. FORT. You mean a competitive group institution sue,.

yours?
Mr. WAKEFIELD. Yes; or, if branch banking were in exists

competing branch bank. old
Mr. FORT. You do not think such an institution as that vie,,e0

find any excuse to put a bank into some of those smaller towns vi")
the local bank was already sufficient? rale
Mr. WAKEFIELD. I do not think there is going to be—in the -Li re

towns such as I have described this morning, I do not think tl.Lede
is ever going to be any competition in those towns; because
not think there can be. ff re0
Mr. FORT. Well by "little towns," you mean, perhaps a di—e

thing from what I mean.
Mr. WAKEFIELD. A town where there are four or five or

hundred depositors.
Mr. FORT. I mean a town of four or five or six thousand pet:PI:ft' o
Mr. WAKEFIELD. Oh, I think those towns are big enough for

banks.
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Mr. FORT. But if you have one and the Northwest Bancorpora-
404 has the other and you consolidate the ownership of the two
corporations, even without formal consolidation—

WAKEFIELD. I think there would be another bank in that town.
Mr. FORT. You do?
Mr. WAKF.PIELD. Yes.
Mr. FORT. That, however, would rest with the comptroller andL3 e State authorities?
Mr. WAKEFIELD. Yes.

„Mr. FORT. And there would have to be proof of the need, would
mere not?
Mr. WAKEFIELD. That is not going to be difficult to supply, the

'Iced of competition in a substantial town, is it?
4. Mr. FORT. I do not know. How do you operate your organiza-
'Ion, in view of the provisions of the Clayton law on directorates?
„Mr. WAKEFIELD. You see we have no—our directorates in each of
'11.0se banks are entirely different people; there is no one connected
With the First Bank Stock Corporation who is either an officer or
director of the group of institutions of any of them.
Mr. FORT. There is not?
Mr. WAKEFIELD. No.

1, Mr. Fora. That confirms as a policy what some of us have be-
!lieved, namely, that if we are to permit any group ownership, we
11ould insist upon at least a majority of the directorates being

'ocal.
Mr. WAKEFIELD. Oh, yes.
Mr. FORT. In each bank.
Mr. WAKEFIELD. Yes.
Mr. FORT. You would feel that is a sound policy?

„ Mr. WAKEFIELD. Well, it is our policy. Our policy is that the
urncers and directors of the banks in our group are 100 per cent local
15e?ple.
Mr. FORT. So that you feel—
Mr. WAKEFIELD. Mr. Fort, Mr. Washburn corrects me to this ex-

'n,t You asked me about the directorates?
Mr. FORT. Yes.

1, Mr. WAKEFIELD. Of course, there are officers of the individual
"Inks who are directors of the First Bank Stock Corporation.
t. Mr. FORT. Oh, I understood that. Now, how do you handle this
t!ttlation : Your directors, if you have taken all of the stock over in
Se First Bank Stock Corporation, your local directors have no actual

QaPltal stock ownership in the bank of which they are directors?
b Mr. WAKEFIELD. They are required to buy; a man is required to
,4Y the number of shares to qualify as a director, which he owns
••litright.
Mr. FORT. He buys them through you?
Mr. WAKEFIELD. Yes.

is Mr. FORT. You would have to keep some string on them so that
ge can not resell them if he is out as a director, would you not
Mr. WAKEFIELD. We try to.
Mr. FORT. I suppose you are advised as to whether that is strictly
al V
r. WAKEFIELD. Well, we have used good attorneys, I think.
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Mr. FORT. But the maximum, then, of the director's liability Of
individual loss through mismanagement is his holding of that minor
amount of qualifying shares—say, 10 shares?
Mr. WAKEFIELD. Oh, in our case where we have directors, they

are substantial owners of stock in the First Bank Stock Corporation.
Mr. Forrr. But that loss that may result through local m1soul_A.11-

agement is pretty widely cushioned by the holding of the first baa"
stock?
Mr. WAKEFIELD. Yes.
Mr. FORT. So that you have not the same protection, quite, thatt

the ordinary bank has where their directors, as they do in m05
cases, actually own control of these smaller banks?
Mr. WAKEFIELD. Were you here when I described our method?
Mr. FORT. Part of it; not all of it. I happen to be on the R11,11

Committee and had to attend a meeting of that committee, and
want to say, apologetically to the committee and the witness, 111

absence was occasioned by the fact I had to attend another eon"
niittee meeting.
Mr. WAKEFIELD. I think I showed we have been keeping track

that and followed that thing, so that that responsibility is comeer;
Mr. Forr. All right; I won't ask you to go back over that. Mr";

you have said, and Mr. Decker said—I think you have said; I 101,3„°.,
he did—that we should be very slow to pass any legislation nn,r,h
general subject, because of a lack of sufficient information on
to proceed at the present time. It seems quite clear from Yilt
description of your set-up that a properly-managed group (out.,
sounds as though your management was entirely proper) might P-
a very considerable public value and relatively small public ininq'
but it is a fact, is it not, Mr. Wakefield, the plan does open itse
under improper management, to grave dangers?
Mr. WAKEFIELD. Well, I am glad you mentioned that point, hhei;

cause I would like to state right here our feeling is that if 61.1t
development, this type of group banking, is to continue, it ougo.
to be accompanied by a provision for supervision of the holding 01,he
pany and the whole institution, and examination and control by L'ot
comptroller's office, just the same as the bank is now. And t,

'
°,,e

ought to be done; we are anxious that it be done, because of Ithe
fact we recognize the weakness you have just described and of
possibility that somebody may, possibly, try to start a grouP of
banks, not with the intention of handling them in the interest r
the community, but as a mean of making money out of the trans"te
of stock, or something else and which, in case they did and theri,
was a failure of that sort of institution, would be extremely initi
ous to us. we
Mr. Foal. And have you any special regulations in niind tha ber

should consider the adoption of as relating to group banking, 0t
than that of inspection and supervision?
Mr. WAKEFIELD. I have not gone far enough in the considerati,11.

of that topic to formulate a definite proposal. I think we coinury'

I think we could work out a set of regulations that might be ye
beneficial, if given time.
Mr. FORT. My own feeling is that nobody can advise this ec'estilr

mittee so well as to what we ought to do, to guard against dish°
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or improper management, as an honest man running a thing prop-
erly; because he can see the hazards much more clearly than we
eau see them.
Mr. WAKEFIELD. I am quite sure, if we were requested to do it, we

cold develop a set of suggestions.
Mr. Form I. for one, would be delighted if you would do so and

,submit them to the committee—at your leisure, I mean. I do not
fidow there is any objection to that. We are not going to settle
Leis thing to-morrow and pass a law the day after.
Mr. WAKEFIELD. Yes.
Mr. FORT. It is a fact, Mr. Wakefield, is it not, that the larger

aa institution becomes, the more completely the management in
everything but policy passes to the chief executive head and out
of the hands of the board of directors, whether it is banking or any
Other form of industry?
Mr. WAKEFIELD. That depends on two or three factors, I think,

11r. Fort. Where you have a very large board of directors of anyig corporation, especially a bank, it is not possible to keep all of
that board intimately in the affairs of the bank; but that is usually
Covered by the formation of an executive committee, or management
!onimittee, which is a smaller group of directors, who do have access
le the affairs almost daily of the ordinary bank, and do keep in
very close touch with them. I do not believe a single individual,
'flo matter how big the institution may be, actually goes off and
.,°rmulates all of the policies and uses his own judgment without

1,11uvice and consultation.
Mr. FORT. No; I said the matters of policy are for the board;

after the policies are once settled, the executive of an institu-
'Ion such as this you are managing has very wide discretion.
Mr. WAKEFIELD. And responsibility.

I Mr. FORT. And can wreck or make the institution pretty much
"fore his board knows very much of one thing or the other about it.
Mr. WAKEFIELD. I do not think that would be true in a bank.
Mr. FORT. Well it has been almost if not quite true in some.

• Mr. WAKEFIELD. Well, it would not be true in the banks I am
fa miliar with.
Mr. FORT. Do you think the 10 per cent loan limit is big enough

Or all essential banking purposes 
I 

?
Mr. WAKEFIELD. Yes;  do.

• Mr. FORT. With the modern shift of banking from commercial
rPer to collateral loans, should we consider, particularly in a group
sPtem like yours, or branch system, the limitation of the amount
'eat might be loaned on a single collateral; that is, we will say,
141 United States Steel stock?
Mr. WAKEFIELD. That is a new thought to me. That is, you might`eeve a dozen different loans, all with the same collateral.
Mr. FORT. Yes.

ti,Mr. WAKEFIELD. In a total amount equaling considerably more
eau 10 per cent?
_ Mr. FORT. The average banker makes his loan on collateral, with-eat regard to the name of the maker.
Mr. IVAKEirmu. There is a question in my mind whether a definite
gal restriction might not cause some confusion or difficulty ineertain cases.



sort—the same rule?
Mr. WAKEFIELD. The same rule.
Mr. FORT. Nor should the affiliated corporation be allowed to loon

on the bank stock, should it?
Mr. WAKEFIELD. No.
Mr. FORT. And in places where ownership of stocks is permittecif

by banks or trust companies, ownership for their own account 0,
stock in other banks or trust companies, cross ownership ought 11i9u
to be permitted there, should it?

•Mr. WAKEFIELD. We do not have any of it; we are not peruntted
to do that.
Mr. FORT. No; but there are a great many places where they are.,,.
Mr. WAKEFIELD. I do not understand just how that would Avor,
Mr. FORT. In my own State a bank may own stocks more free"j

for instance, than a fire insurance company, with less restriction
the type of stock that may be bought. .Assuming that one trils;
company owns the stock of another trust company, it should nte
be permitted that the second trust company should own stock in t'
first?
Mr. WAKEFIELD. I do not think that one trust company—that

trust company ought to be permitted to own stock of another trusi`
company.
Mr. FORT. Nor to loan on it?
Mr. WAKEFIELD. No—well, yes.
Mr. FORT. I mean nor loan on it if it were affiliated in any sense'

Erectly or indirectly?
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Mr. FORT. Well, I am thinking particularly of the unlisted local
stocks.
Mr. WAKEFIELD. Of course, there again you have to go back to fiE

the fact that if the management of the bank, the people in charge
of making loans, do not use good judgment, I do not believe you th
can make legislation that is going to furnish a substitute for
agerial capacity and ability to run institutions that ought to exist' ]
in good banks. ]
Mr. FORT. I agree there; but, at the same time, we have put 10 Per ]

cent limit on the individual loans. tO1

Mr. WAKEFIELD. Yes. Of
Mr. FORT. Because we felt we ought not to allow the power t° l

the individual who was a bad banker to go beyond that. The ques- bo(
tion is whether we should not parallel that with reference to the ]
collateral, with the developments in modern banking. Its
Mr. WAKEFIELD. I could not answer that offhand. ]
Mr. FORT. In such an organization as yours should we permit,. , ]

cross loans on collateral; in other words, should your First Nations' Del
Bank of Minneapolis make collateral loans based on the stock of the I
First Bank Stock Corporation?
Mr. WAKEFIELD. I do not think any bank owned by a holding col; to

pany such as ours should be permitted to loan a dollar on the srct hol
of the holding company. I think it is just the same thing, in enecci ]
as though you took the First National Bank of Minneapolis Oh tai
permitted it to loan on the stock of the First National Bank, laic toe
has never been done. AE
Mr. FORT. How about affiliated corporations and things of th
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Mr. WAKEFIELD. Yes.
Mr. FORT. I think that is all. Thank you very much, Mr. Wake-

field.
Mr. BEEDY. Did you testify as to the par value of your shares in

the holding company
Mr. WAKEFIELD. Yes; I described the entire thing.
Mr. BEEDY. And what was the par value?
Mr. WAKEFIELD. $25.
Mr. BEEDY. And when you exchanged stock in banks which you

took over for shares in your holding company what was your method
of ascertaining values? Did you cover that?
Mr. WAKEFIELD. I covered that with Mr. Strong, and I guess some-

°°!,:ly else asked me all of those questions.
Mr. BEEDY. Did you trade in your holding stock-company shares

as of on the basis of $25 per share.
Mr. WAKEFIELD. Yes.

L Mr. BEEDY. Irrespective of what the market value might have
wen ?
Mr. WAKEFIELD. Yes.
Mr. BEEDY. And have you fixed upon any method of attempting

tO approximate a uniform return on the investment to all share-
holders?
Mr. WAKEFIELD. No. The situation existing in one bank that was

taken in was entirely different from that in another, and the arrange-
kent was an attempt to be absolutely fair under all the circum-
stances with the people that held the stock.
Mr. BEEDY. But the conditions were so diverse it was practically

luipossible to approximate an equal return on the investment?
Mr. WAKEFIELD. Yes. Well, Mr. Beedy, we have had cases of

Where we have taken banks, where the stockholders of that bank not
°illy waived their capital and surplus accounts but put up additional
tish to guarantee the deposits that were taken over, and then turned
around and bought stock in the holding company.
Mr. BEEDY. You testified about the ownership of stock in the hold-
company by directors. I presume you were talking about direc-

tors in the holding company?
Mr. WAKEFIELD. No.
Mr. BEEDY. Directors in the various banks?
Mr. WAKEFIELD. Directors in the various banks.
Mr. BEEDY. Are you familiar with the legal requirement as to

'3Wnership ?
Mr. WAKEFIELD. In a bank?
Mr. BEEDY. Yes.
Mr. WAKEFIELD. Yes.
Mr. BEEDY. And you said you were attempting to keep some strings

11 this stock held by directors. Will you explain that to us?
Mr. WAKEFIELD. We have not any string on that stock that could

lie enforced, because you can not make it.
Mr. BEEDY. That is, all this stock in the holding company that is

°Wned by the directors is owned as of their own right.
Mr. 'WAKEFIELD. Absolutely, in the holding company; but what

)'ou are referring to, really, is the qualifying shares that a man has
la the individual bank.
Mr. BEEDY. Yes; that is it.
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Mr. WAKEFIELD. And those shares which he has to qualify as at
director in that bank, if it were attempted to enforce any agreernell
and he did not want it enforced, we could not do it.
Mr. BEEDY. That is, you have no legal hold on those shares?
Mr. WAKEFIELD. No legal hold on those shares whatsoever.
Mr. BEEDY. But may have a moral hold on them?
Mr. WAKEFIELD. We have a gentleman's agreement.
Mr. BEEDY. That is all.
Mr. GOODWIN. I just want to ask a few questions, Mr. Wakefield,

in reference to country banks. The farm-mortgage loan businessi
has practically disappeared from the country banks as an itein °
profit and revenue?
Mr. "WAKEFIELD. I think that is true.
Mr. GOODWIN. Loaning under the McFadden act, national banks

are permitted to loan on village property, both business and hone
property?
Mr. WAKEFIELD. Up to a certain amount.
Mr. Goonwirt. Up to a certain amount?
Mr. WAKEFIELD. Yes.
Mr. GOODWIN. Those kinds of loans are rather precarious, are thei

not, in this 'particular day, when chain stores are entering the field °r
commercial enterprise in the small towns and villages throughout on

State and other States?
Mr. WAKEFIELD. Well, Mr. Goodwin, it has been my observati011!

as far as values in the small towns are concerned, the chain-sto.re

unit has sort of strengthened the market and made a little rise in
values there.
Mr. GooDwix. But the country bank is a little timid about loaning

on village property, as a rule, within the bounds of safety?
Mr.  WAKEFIELD. Yes; they have to be rather conservative, due t°

the fact there is but little of a market in a small country town Of
houses and other pieces of real estate.
Mr. GOODWIN. The par clearance of checks has also reduced ti!

revenue of country banks to some extent; at least, those who ar°
members of the Federal reserve?
Mr. WAKEFIELD. Yes; but that has been partially corrected. 

theMr. GOODWIN. Now, what other avenues are there left for A
country bank, out of which it can make a profit, so that it can exisli
Mr. WAKEFIELD. Practically the only thing left is the privilege Pts

doing a commercial banking business; that means receiving del0s1
and loaning those in a commercial way and making a return.
Mr. Goolowix. Has it been your experience that the ordinor;,

country banker is sufficiently familiar with the value of bonds su
that he can make a loan and safe investment?
Mr. WAKEFIELD. I think it has been very perplexing to the countr{

banker who has found it necessary to buy securities, due to the
of his unfamiliarity with them and his lack of a source of his ow°
through which he could secure the right kind of information e°11-
cerning them.
Mr. GooDwiN. And through your organization you are in a positio?

where you can advise the members of your group as to what invesr
ments, in the way of bonds, are safe and can prudently and profitabli
be made?
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. Mr. WAKEFIELD. We have an expert bondman and a department
Ito the central office of our corporation, charged with the responsi-
oility of buying all bonds that may go into the bank and with the
responsibility of having those checked up concerning conditions that
'nay make it advisable to move them out, at all times, and that is all
that department has to do. It is not engaged in buying or selling
°lauds, or marketing them; its job is to use all of the statistical and
other information which we possess, and expert knowledge, to buy
the right kind of bonds for our banks.
Mr. GOODWIN. It has been suggested in the line of Mr. Luce's

Pestioning this morning, in regard to favortism, that there may
°e institutions or individuals who may be entitled to credit but who

not obtain credit because of conflicting interests that they have
lo reference to some of the stockholders or directors of a holding
Nopany. Is there anything to that intimation?
uMr. WAKEFIELD. You have used the words "holding company,"

r• Goodwin, and I have had that same expression made concerning
ail individual bank. The same thing would be true. In my experi-
tliee, I have never known of a case of where a stockholder or director
of an institution, particularly a banker, where he was interested in
11, line in competition with some other man doing business with the
°auk, where we have had any suggestion that we should not go right
,along and take care of the other fellow. And it would not be possibleto have that in your organization; if it were, that man would not be
4 good director.
Mr. GoonwiN. It also has been suggested that contractors who

lolploy union labor have been discriminated against. Have you
'ound any such situation in your experience?
Mr. WAKEFIELD. I never heard—I never knew, myself, whether a

kon employed union labor or not, so far as the contracting business
°?as concerned.
Mr. GoonwiN. I think that is all.
Mr. LETTS. Mr. Wakefield, your company is incorporated, of

course?
Mr. WAKEFIELD. Yes.
Mr. LErrs. Under what law?
Mr. WAKEFIELD. Delaware.

, Mr. LETTS. You said this morning something about going down
° Delaware, because you could avoid difficulties with respect to the
toheritance tax.
Mr. WAKEFIELD. That is true.
Mr. LETTS. And you said something about double liability—if

r,co organized in Minnesota, you would be subject to the double
Mr. WAKEFIELD. Yes, sir.
Mr. LErrs. Is that true as to the holding company?
Mr. WAKEFIELD. It is true as to any company not a manufacturing

ecrporation in Minnesota.
Mr. LEVI'S. I see. However, by going to Delaware, you neverthe-

fts have retained the corporate entities as you found them with
respect to the banking units?
Mr. WAKEFIELD. Oh, absolutely.
Mr. LETTS. You have not reorganized them in any way?
Mr. WAKEFIELD. Oh, no.
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Mr. LETrs. And, for the most part, I suppose the banks connectel
with you in Minnesota are organized under the laws of Minnesota,
Mr. WAKEFIELD. No. Out of the 91 banks, 67 of them are national

banks. There are some State banks; the balance are national banks.
Mr. LErrs. It will be your purpose from time to time to take State

banks as well as national banks into your organization?
Mr. WAKEFIELD. We have not hesitated to take a bank, State or is16-

tional, and have up to date continued the same corporate existence
that it had before; but in cases where it was necessary, with one 01;
ception, to organize a new bank, that has been a national bank; an':
that one case where it was necessary and we did not have a nationtt
bank was where it would have necessitated carrying it over the wee'
end, and there was one day in there and we could not wait to have
the charter granted in Washington.
Mr. arrs. You are authorized to do almost any kind of business/

are you not?
Mr. WAKEFIELD. Well, sir, I have not read what the lawyers P

ut

into the powers of that corporation; but I imagine they will let Y°11
do almost anything.
Mr. LETrs. And you have up to date proceeded to conduct a bank-

ing business through these various units?
Mr. WAKEFIELD. Yes, sir.
Mr. LEPTS. And you have your securities corporation?
Mr. WAKEFIELD. Yes. We have a securities company. The capita;

and surplus in the securities company amounts to seven and a hal
million dollars.
Mr. LErrs. And you have a financing company called the First

Bancredit Corporation?
Mr. WAKEFIELD. Yes. That is a small finance company which Os

organized to loan money to people building new homes, small hot
and is handled in this manner—that there are certain lumber dearr
out through that territory who want to furnish the materials 0,3
somebody who is going to build a house, and they will take a sec0n,05
mortgage on the monthly payment plan. Then if their staterrient,le
satisfactory and they guarantee that to us we advance them t"
money.
Mr. arrs. And is that agency through which your cust01ner6

are permitted to finance the purchase of automobiles?
Mr. WAKEFIELD. No; we do no automobile business.
Mr. am's. Nothing like that?
MT. WAKEFIELD. No.
Mr. Lwrrs. Or household devices?
Mr. WAKEFIELD. Well, we do expect to do that; as that busin,es:

grows, as we can find the places to do that business, we are goo'',
to do some.
Mr. LETTS. Of course, and what you call the Bank Credit C01'.

poration—
Mr. WAKEFIELD. The First Bank Credit Corporation.
Mr. laws (continuing). Is an organization designed to do PP'

that sort of thing?
Mr. WAKEFIELD. Yes, sir.
Mr. LE'rrs. Do you expect to do any insurance business?
Mr. WAKEFIELD. NO.
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Mr. LErrs. Life, accident, fire, or otherwise?
Mr. WAKEFIELD. No.
Mr. LETTS. You could?
Mr. WAKEFIELD. No; the banks—some of our banks in the country

have been for years agencies for insurance companies; but you meant,
When you said, "to do an insurance business," to organize an insur-
ance company and run it?
Mr. LErrs. I mean a place for issuing policies of any kind.
Mr. WAKEFIELD. Oh, no; absolutely not.
Mr. LErrs. Or operating agencies, or anything of that kind?
Mr. WAKEFIELD. NO.
, Mr. LETTS. Now, you have been in existence about eight months,
nave you
Mr. WAKEFIELD. Yes; just about.
Mr. LErrs. And during that time you have acquired 91 banks?
Mr. WAKEFIELD. Ninety-one banks.
Mr. LErrs. And amassed a large capital, of course?
Mr. WAKEFIELD. Yes.
Mr. LETTS. It is your purpose to enlarge, to grow?
Mr. WAKEFIELD. We want to stay right in the field and fill it as 

fully as possible. Now, what that will involve I do not know.
Mr. LErrs. The Northwest Bancorporation is two or three months

Older than you?
Mr. WAKEFIELD. Yes; six months, probably.
Mr. LErrs. And they have been equally successful, I take it?
Mr. WAKEFIELD. I think so; at least equally. [Laughter.]
Mr. LErrs. I see there is a very friendly relationship between you

gentlemen, and I am glad to see that, of course. How long would
It takes your organization and the Northwest Bancorporation to con-
,trol the financial life and activities of the Federal reserve district
'n Which you are located?
Mr. WAKEFIELD. I do not think they could ever do it.
Mr. LErrs. You do not think it would be possible, even if you 

i'night desire, eventually, to become a monopoly n that regard?
Mr. WAKEFIELD. No; I do not. I feel very sure that it would not

ue possible.
Mr. LETTS. From the standpoint of returns to your stockholders,

would it be desirable if you could?
Mr. WAKEFIELD. No; it would be destructive.
Mr. LErrs. Why do you say that?
Mr. WAKEFIELD. I say that for this reason, that if any operation

Of that kind ever took effect, there is plenty of the business, what
*.e call choice business of the territory, that would leave us and go
tight out into Chicago, or somewhere else. We are constantly in corn-
Petition, in the banking business, with New York, Chicago, and other
'enters.
. Mr. LErrs. Have you been approached to go into an amalgama-tion which would cover the country'?
Mr. WAKEFIELD. We have never had one suggestion or word from

anYbody in the world indicating or discussing a matter of that kind.
Mr. LETTs. When one sees how quickly you have grown, to such

Proportions, it makes us wonder just how long it might require a
group of men to exercise a very great influence over the activities
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of the whole country by joining hands. That is the reason I are
asking that question.
Mr. WAKEFIELD. We have never heard of it.
Mr. LETTS. You now have about eight banks in Minneapolis?
Mr. WAKEFIELD. You say "we have?"
Mr. LErrs. Yes.
MT. WAKEFIELD. Yes.
Mr. LErrs. And six in St. Paul?
Mr. WAKEFIELD. I think so.
Mr. LETTS. How many does the Northwest Bancorporation have

in Minneapolis; can you tell me?
Mr. WAKEFIELD. They have more; I think nine.
Mr. LETTS. How many do they have in St. Paul?
Mr. WAKEFIELD. One bank.
Mr. LErrs. All told, can you tell us how many there are in the two

cities? Just approximately.
Mr. WAKEFIELD. In the two cities?
Mr. LETTS. Yes.
Mr. WAKEFIELD. Just about 50 banks-27 in Minneapolis and 93

in St. Paul.
Mr. LErrs. You have not gone into Iowa?
MT. WAKEFIELD. No, sir.
Mr. LErrs. You are confining your activities within the Federal

reserve district?
Mr. WAKEFIELD. Yes; it has been our policy to do that.
Mr. LErrs. That is a present policy, of course, and one which rnaY

be changed at any time. You are quite young.
Mr. WAKEFIELD. I will have to have some pretty good argument

advanced before that policy is changed.
Mr. LErrs. Have you fpund it advisable to adopt that as a pohe t• if
Mr. WAKEFIELD. Well, I do not know that I can answer the

question fully. I will say this, that we are not seeking to have en x1"
trol over or responsibility for a particular sized institution or anYi:
thing of that sort. We do feel our obligation to the particular WI:
tory we are in and we have felt that we had all the responsibilg
that we want within the territory that we are covering.
Mr. LETTS. How is that responsibility fixed? Is that because

the trade conditions?
Mr. WAKEFIELD. No; I would not say that. You take the tert'

tory that the Northwest Bancorporation has gone into. It has a WI.'

close contact with our territory.
Mr. LErrs. You speak of your responsibility. What responsibilitY

do you have in respect to Montana?
Mr. WAKEFIELD. Well, we are in the position, in our group, el

having the large banking interests on our hands out in that-territorY•
Mr. LErrs. Is that because of investments out there or business/.
Mr. WAKEFIELD. Because it is in the ninth Federal reserve distri;
Mr. LErrs. That is rather arbitrary from your point of view, i8 1

not?
Mr. WAKEFIELD. I explained this morning the ninth Federal re.,

serve district, under the set-up, did cover pretty well the territer•Y
under the flow of banking business, back and forth.
Mr. LErrs. Will it be your policy to serve the smaller communities•s

by branches? You have suggested that that, in your judgment,
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the proper way to serve the smaller community, and I am wondering
Whether, in deliberating upon your policy, you have deemed it nec-
essary for you to render that service/
Mr. WAKEFIELD. Our policy would be to go just as far as the law

Will. permit in supplying the right kind of banking facilities in the
territory in which we operate. If it is a branch-banking system

' 
we

will do it. We will go just as far as the particular system will justify
that we go.
Mr. LErrs. You, of course, in allowing these banks to affiliate with

LOU, haveonly taken the strong banks, and I think that is properweause you want your venture to be al success, of course.
Mr. WAKEFIELD. You are mistaken. There are 19 banks which we

have taken which required a complete recapitalization. That does
llot mean that they are strong banks.
Mr. IAETTS. Were those ones with which you started out originally?
Mr. WAKEFIELD. No; those banks were strong!.

,Mr. LErrs. Then, what actuated you to take in these weak banks?
That was the purpose behind it?
Mr. WAKEFIELD. Just this: That if we could, without loss, take

"ver a situation where there was bound to be a closing and a liquida-
tion of a bank and tying up of the deposits of that town, I feel certain
that we have rendered' that community a tremendous service if we
flave been able to work with the stockholders and directors of that
rank which was going to close, and provide a means where a new
oank was created, and kept those funds, as liquid deposits, in those
communities.
Mr. LErrs. And you saved those?
Mr. WAKEFIELD. "Yes, sir; and that was the main part of this or-

pinization—to attempt to arrest the tying Up of banking deposits and
Keep them in the community.
Mr. LETTS. The Northwest Bancorporation shares with you that

responsibility?
Mr. WAKEFIELD. Yes, sir; and have done a lot of it.
Mr. LErrs. Have they done their part in preventing disasters?
Mr. WAKEFIELD. Absolutely; they are on the job every day.

„Mr. LErrs. Now, how can you decide whether a given responsi-
ullity is yours or the other fellow's?
Mr. WEKEFIELD. It is usually decided automatically by this fact:

41 that bank has for many years been our customer—
Mr. LETTS. Then it is your problem?
Mr. WAKEFIELD. Yes, sir; and we go there and try to take care

Of it. Neither one of us is running into those things head over heels,
You understand.
• Mr. LErrs. I understand that, and I can see just what you are try-
!tig to explain. When you have a choice in the matter you only take
111 strong banks; but when it is necessary to save a situation iii the
territory, you go to a bank in distress?
Mr. WAKEFIELD. Yes, sir.
Mr. LEVI'S. That is often done whether you are in a group or

Otherwise?
Mr. WAKEFIELD. We could not do that without the group system.

i(f we were just operating our bank, all we could do is make some
loans and carry them as far as possible.

A
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Mr. LErrs. In this way, it permits you to reorganize it and put it N
on a firm basis? Colla
Mr. WAKEFIELD. Yes, sir. dot
Mr. LErrs. I thank you very much. I think that is all. 
Mr. SEIBERLING. Mr. Wakefield, you said that the principal reason lib(

why you were incorporated under the laws of Delaware was on ac- aga
count of the inheritance tax? N
Mr. WAKEFIELD. Yes, sir. You
Mr. SEIBERLING. I assume you do not know that under the Federa! N

law you are allowed credit up to 80 per cent of the Federal tax for all )1
taxes paid'in other States? Ai
Mr. WAKEFIELD. I am talking about the conflict of State in' 111

heritance taxes. the
Mr. SEIBERLING. You can not get out of the State inheritance N

taxes, because you are incorporated in Delaware. N
Mr. WAKEFIELD. All right; what State are you from? N
Mr. SEIBERLING. I am from Ohio. a CI

Mr. WAKEFIELD. Do you own stock in a corporation? If you own N
stock in Minnesota, Minnesota is going to collect inheritance tax no coo1
that stock. N
Mr. SEIBERLING. I am going to get credit for that on my Federal alltti

tax. N
Mr. WAKEFIELD. But you are going to pay Ohio's tax, too. N
Mr. SEIBERLING. And I will get credit for that on the Federal tia• N

The fact you are incorporated in Delaware does not cost your stock; 000
8itl.]holders a cent less for Federal taxes than if you were incorporatea

in Minnesota. N
Mr. WAKEFIELD. Well, all I know is that our attorneys, who looked Iil

into the original set-up, insisted that we be not incorporated il' l'as
Minnesota. tOrS
Mr. SEIBERLING. It is true that you get credit up to 80 per cent for but

all inheritance taxes paid to the States on your Federal tax. thei
Mr. WAKEFIELD. That is a legal question about which I am tliat N

competent to talk. I am not a lawyer. The statement I have rove 000
is the judgment of the attorneys we had to look over the situatil N
and I am quite sure if you will take the individual cases and loo N
them over you will find it is a serious situation.
Mr. SEIBERLING. But assuming my statement to be true, and Oft;

you get credit up to 80 per cent on your Federal taxes for taxes pa!" +I
in other States, your reason that you advance for incorporating ID he
Delaware falls, does it not? N
Mr. WAKEFIELD. I do not think that allowance on the Federal t9/t 111

compensates for the situation. N
Mr. WING°. In those States that have reciprocity, you would get do')

the benefit of that. Minnesota, of course, is not a reciprocity Statet. Ild
Mr. WAKEFIELD. We have a very difficult situation there in Oa hev,

respect. 
Mr. SEIBERLING. You do not think the escape of the double lit' Iii $

bility is any feature of your organization? )1
Mr. WAKEFIELD. That particular thing, in the discussions at the lid

time of our organization, when it was being arranged, would have I14
been accepted if we had our choice out there. Orr
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Mr. SEIBERLING. You never said to the stockholders who were
coming into your organization that they would be relieved from
double liability?
, Mr. WAKEFIELD. Never. Some groups that have formed have de-
liberately provided for double liability. If we had it to do over
Vain, we would provide for it.
Mr. SEIBERLING. You have not put into the record a statement of

Your First Bank Stock Corporation.
Mr. WAKEFIELD. Only just what is there in the statement.
Mr. SEIBERLING. You have not put in a financial statement.
Mr. WAKEFIELD. There is not any.

„Mr. SEIBERLING. You certainly must have a financial statement of
lae holding company.
Mr. WAKEFIELD. it is not active. It does no business.
Mr. SEIBERLING. I have a statement of the issued stock or assets.
Mr. WAKEFIELD. I think I have that right here. I think I have

eilpy of it here, and if we have it, we shall be glad to put, it in.r. SEIBERLING. How much stock have you issued of your holding
e°11.21panyci
a Mr. WAKEFIELD. It is stated in the record this morning-3,016,000
goitre&
Mr. SEIBERLING. At $25 a share, how much would that be?
Mr. WAKEFIELD. $75,000,000, approximately.

jitr. SEIBERLING. With that $75.000,000, you have purchased $54,-
,vuO.,000 of capital stock, surplus, and undivided profits in these sub-
diary banks?
Mr. WAKEFIELD. Yes, sir.

„Mr. SEIBERLING. You were discussing this morning a bank that
L'Its in great difficulty in a city of 3,000 inhabitants, and the deposi-
rs were there to get their money when you arrived on the scene,
it. you did not state how much stock you gave those stockholders for

toeir bank.
mlYir. WAKEFIELD. We did not give them any. They put up $200,-
vuu in cash.
Mr. SEIBERLING. And gave you the bank?
M. WAKEFIELD. Yes; SUM.
Mr. SEIBERLING. How many other banks were given you in this

"rpnization?
Mr. WAKEFIELD. Not very many, but there have been several cases

"here that has happened.
Mr. SEIBERLING. About how many?
Mr. WAKEFIELD. I can not tell you.
Mr. SEIBERLING. Then, this bank that you had given to you, how
You carry that on your books?

„ Mr. WAKEFIELD. We put in $150,000 in cash. We capitalized a
Znv bank and assumed the deposit liabilities of that bank and after
:le stockholders had put up $200,000 in cash, we figured it may cost
48 $50,000 in losses, before we get out.
Mr. SEIBERLING. You made them guarantee the debts ?
Mr. WAKEFIELD. lip to that point—$200,000.
Mr. SEIBERLING. When you take over banks not insolvent, but

4ittiost insolvent, you escrow the stock delivered for debts?
100138-30—vot 1 rr 8-12
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Mr. WAKEFIELD. Not unless there is further need for security of the

paper in the bank at the time it is taken over.
Mr. SEIBERLING. You want to be sure that all of the assets of 

the

bank are good when you take them over?
Mr. WAKEFIELD. We are not crazy and we would simply not go Out,

and throw the money over the transom in order to get possession 01
a bank.
Mr. SEIKEELINo. You do not pay anything for good will?
Mr. WAKEFIELD. Wherever there is anything coming for good v4-111

it is included.
Mr. SEIBERLING. How do you estimate that?
Mr. WAKEFIELD. Based upon the earnings of the bank, its capitta

and assets.
Mr. SEIBERLING. Have you ever considered good will in taking ov

er

any bank?
Mr. WAKEFIELD. Almost always. fret
Mr. SEIBERLING. Have you sold any of your stock in the mar-

since you organized the corporation?
Mr. WAKEFIELD. I stated that this morning; it is in the ree0rda

We sold 200,000 shares to the public originally at $47.50 a share all,e
32,000 shares to officers and employees in the various banks in t'
group at $42.50. qis
Mr. SEIBERLING. You issued it to the original banks on the bn.

of $25 a share?
Mr. WAKEFIELD. On an agreed basis, but it was $25 par value stock,'
Mr. SEIBERLING. When you agreed on the original value of th`

bank, you paid them at the rate of the par value for your stock?,
Mr. WAKEFIELD. I explained that this morning. The First Ptt;

tional Bank of Minneapolis, at the time this corporation wIld
formed—our stock was selling for $220 per share. We receive
four shares of $25 each par value for 1 share of our stock.
Mr. SEIBERLING. You took the market price? •ir
Mr. WAKEFIELD. No; we took what we considered to be a .11 k

basis of exchange based upon the assets and earnings of the bank
regardless of the market value of the stock, because if that Wed
is worth that price in the market, as First National Bank stock. Om
it is put in on a fair and equitable basis all the way through, it OP
to have an appreciation in value as First Bank stock that wottld 89-
proach it, at least. The fact is it has not. 

theMr. SEIBERLING. Would that price, if the stock was sold to
public, be a higher _price than the price you took it over at? at
Mr. WAKEFIELD. It was a lower price than the price existing

that time on the First National Bank stock.
Mr. SEIBERLING. What time was that?
Mr. WAKEFIELD. It was in late August.
Mr. SEIBERLING. You took your stock at $55 a share?
Mr. WAKEFIELD. That is about it.
Mr. SEIBERLING. And you sold to the public at $43?
Mr. WAKEFIELD. At $47.50.
Mr. SEIBERLING. I believe you stated this morning that there vier:

some sections in the ninth Federal reserve district that had too 1On'
banks? fit•
Mr. WAKEFIELD. I do not think there is any question about ti
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Mr. SEIBERLING. That is, the communities will not support all the
nks they have?
MT. WAKEFIELD. Yes, sir.

• Mr. SEIBERLING. And- some of them have to go out of business?
Mr. WAKEFIELD. I think that is true.
Mr. SEIBERLING. That is not a very good thing for the com-

,4nInity?
1. Mr. WAKEFIELD. It is a very bad thing to have too many banks.
Mr. SEIBERLING. I think you also stated there were many coin-

rklinities that should have banking facilities that do not have them?
I Mr. WAKEFIELD. I stated that there were 145 communities where„
"I'llere used to be banks and there are none now.
Mr. SEIBERLING. And you think one of the difficulties in organiz-

.4%k _ a unit bank in those cases is the fact the Federal farm land
ininks and the joint-stock land banks loan on mortgages in these

Mr. WAKEFIELD. That is one of the difficulties; yes, sir.
LMr. SEIBERLING. What is the banking business that those com-
mtnities need that they have not got?

p Mr. WAKEFIELD. Just a place where the local people can go and
,4109sit their money, cash checks and do a little banking business.

Mr. SEIBERLING. And borrow money on mortgages?
Mr. WAKEFIELD. It may be that that ought to be done.
I have great faith in the future of farm mortgages. At the pres-

tit time they are in disrepute, but you can not make me believe that
opr basic type of security in our territory is forever going to be in
qlsrepute. I think the time is coming when the farm mortgage
Wall have as good a standing as it had in the past.
Mr. SEIBERLING. We appropriated $500,000,000 to lend farmers on

!rain or loan associations, with grain securities. We have appro-
P,tiated $150,000,000 already. Since they have that money avail-
Itole for their associations and they have the other instrumentalities
tvailable for farm mortgages—and then we have appropriated an-
Other $7,000,000 to lend for individual purposes when needed, by,
Lue Secretary of Agriculture—what more could the people need
'Jack in those communities?
. Mr. WAKEFIELD. I think all that type of appropriation is really
teffective. It is not doing the average farmer any good what-
kever.
; Mr. SEIBERLING. Don't you think that the functions of postal say-
'nes could be expanded so that in those far-off communities where
lie one can organize a bank successfully and yet where they need
'Inking facilities these few needs that they have could be taken
c'are of ?
Mr. WAKEFIELD. I think it would be an ineffective and cumber-

kn"1e and an undesirable attempt.,_ 
SEIBERLING. If the law provided that the money that was de-

ksited in the postal savings should -be deposited in the banks in the
tilith Federal reserve district—money taken in the ninth Federal
reserve district should be deposited in the banks of the ninth Federal
Serve district—would that make any difference?
, Mr. WAKEFIELD. I think the law does permit that and it is largely
;rnne but in all cases it requires the banks to go and buy either State

Government bonds and deposit those in Washington to cover the
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amount of the deposits they have from postal-savings banks, wbIC
means that that fund, if you have a sinall town where the Posti!,_
savings money is in the form of postal-savings deposits, is not avait
able for loans and never can be. use
Mr. SEIBERLING. They can be made available for deposits for

in connection with checking?
Mr. WAKEFIELD. I think if you are going to ask the Governmenti

to become responsible for the savings of the people through the Posta
savings of the people, they must be protected in the manner they.
Mr. SEIBERLING. You say these communities need banking

which neither you nor any other organization can afford to furnisli
What do you think we should do for them?
Mr. WAKEFIELD. I say if permission were given to banks in thee

country to put offices in the small towns where the public could c°111
and borrow money and deposit money, it would meet every require"
ment needed and do it in an intelligent and desirable way.
Mr. SEIBERLING. That could only be done by branch banking/
Mr. WAKEFIELD. That is true.
Mr. SEIBERLING. You think some form of branch banking should

be adopted in order to take care of those needs?
Mr. WAKEFIELD. I think some form of branch banking, as far 8's

those towns are concerned, is absolutely essential.
Mr. SEIBERLING. Should branch banking be limited to the tow°

where there are no banks?
Mr. WAKEFIELD. I do not think it would be possible for Cone

or for the State legislatures to set up a regulation of that kin • h,
think the permission to put branches in the towns would have t° "e",
left to the superintendent of banks or the comptroller, in his discr,,,
tion. I think any other method would run into conflict and difficubl
and work a hardship on some community.
Mr. SEIBERLING. You think if the Comptroller of the CurrencY

charge of it and took supervision over it, it would be proper to Perni„'e
branch banks to be put in the trade areas in those places wile'
banking facilities are not developed?
Mr. 'WAKEFIELD. I think the comptroller is entirely competent t°

exercise that supervision. ur
Mr. SEIBERLING. You spoke about the deflation period in

statement this morning. As a matter of fact, after 1920, many illtre;
tries that suffered this same deflation that the farmers did eil." s
reorganized or put bond issues on their plants, paid their obligati(/fl
and went on, but the farmer was unable to do that
Mr. WAKEFIELD. That is true.
Mr. SEIBERLING. And consequently the banks have had to carry' th:

loans while their securities have depreciated in value over a 1014'
period of years?
Mr. WAKEFIELD. Yes, sir.
Mr. SEIBERLING. Now, many found themselves in difficult ci -rcura

stances, practically insolvent, and you have organized your grt/urPs
plan to go out and take over these banks, some for nothing and °fir o,
for such terms as you can agree 

upon, 
so as to reorganize the bank11/'

facilities of your Federal reserve district. Is that correct?
Mr. WAKEFIELD. Not quite.
Mr. SEIBERLING. What is there incorrect about it?

1
kei
, I

wh;
ttad
tori
A

um,
ope
the;
ove
ban

h1!
ove

goo
N

bar
do
the

CO

ties

this

I co

kin
beer
resi
per,
a W
t!Irc

tion

Was

A

thes

les f,

41te

k
t



1

BRANCH, CHAIN, AND GROUP BANKING 963

Mr. WAKEFIELD. Well, there is an inference or two in your state-
kent which is incorrect.
In the first place, I will state again that the only interest we have

PI having banks in our territory is in order that there may be
arstitutions there which have the confidence of the public and with
Which they are willing to deal, and which are ready and competent
aaa willing to take care of the banking needs of the community
served. There is no other motive or purpose in it.
, Mr. SEIBERLING. Your venture is very profitable in that these banks
gave a very valuable good will. Here is a bank that has been in
?peration for many years. It may be practically insolvent; never-
Lasless, it has a tremendous good will. You can take their assets

and have them guaranteed by responsible people and have the
arcing business conducted by competent people.
Mr. WAKEFIELD. But in every case we have figured a percentage
Nue to the owners of the banks for the deposits that were turned
O
ver' 

which we have tried to give them in compensation for any
good will that might exist there.
k Mr. SEIBERLING. Do you agree with Mr. Decker that if proper
Ilanking facilities were furnished out in your community it would

M more good than any other kind of relief that could be given to
" agricultural districts?
Mr. WAKEFIELD. I agree with him that it furnishes the basis for

scalstructive development and prosperity, and without it you can not
gave any such thing.
t. Mr. SEIBERLING. Then, of course, you agree that the banking facili-
i'les are very important?
Mr. WAKEFIELD. Absolutely important.

,Mr. SEIBERLING. Now, I did not quite understand what you meant
t̀urs morning when you said that the borrower needed no protection.
assume you have not been a borrower very much in your life?
Mr. WAKEFIELD. Yes, I have. Let me illustrate what I have in

There have been rare cases, in my opinion, when there have
nen developments started which the banks were not ready to assumersponsi bi 1 it y for; that, they have been untried. I have in mind one
:erY practical illustration. A few years ago there came into existence
Z_Widespread development of installment selling. Every manufac-
rer and merchant found he could increase his sales and produc-
n1 could be increased through the use of installment buying. It
as some years before the banks were willing to assume the responsi-
lay of lending upon that class of security. What happened?

i; Almost immediately great corporations were formed with substan-
II to undertake to furnish that money that was needed for
°Se purposes, regardless of the banks.
Mr. SEIBERLING. Talking about automobile finance companies and
Mr. 

now?
aatr. WAKEFIELD. Yes, sir.
Mr. SEIBERLING. What rates.of interest do they charge?

L Mr. WAKEFIELD. It does not make any difference whet the rates of
miterest are.
Mr. SEIBERLING. Is not the borrower interested in that?

k Mr. WAKEFIELD. Yes, sir; but the cost of credit is usually gauged
the amount and type of risk involved in the transaction.
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Mr. SEIBERLING. If you are going to make a man a loan at all, you
are not going to make the loan unless you think the principal iS
reasonably safe?
Mr. WAKEFIELD. In a bank; yes.
Mr. SEIBERLING. If a man is entitled to a loan at all, is he 00t

entitled to it at a reasonable rate of interest?
Mr. WAKEFIELD. It depends upon what the loan is for and what

his situation is.
Mr. SEIBERLING. What do you mean by that? If you are going t°f

make a loan at all, why is he not entitled to a reasonable rate 0
interest? tbMr. WAKEFIELD. The word " reasonable " is to be associated wi
or defined with the type of credit you are extending and a rate, 0,.1
interest that is reasonable on one form of credit may be unreasons w
on another.
Mr. SEIBERLING. You think a man who is greatly in need of monq

ought to pay more for it than the man who does not need it su
much?
Mr. WAKEFIELD. I want to get set with you.
Mr. SEIBERLING. All right; let us get set.
Mr. WAKEFIELD. The banking business has been developing in thef

larger communities all the time. Up in our country, on account ot
that fact and because we have recognized the development of tlY'd
situation, we understand fully if the smaller bank is to be elimina èhe
and can not prosper the large bank must step in and furnish t
facilities to the small man. He must do it not entirely upon a deposi!

basis, either, but the large bank must be in a position to take cal::
of the small people, and we have done everything we could to "St
care of them, even to the extent that two years ago, recognizing than
responsibility that we have, we formed what we call a personal ina

"
,s

department in our bank, through which we loan to small individus 
without any other connection with the bank, up to $500 on an indorse'

ment basis.
Mr. SEIBERLING. What per cent do you charge on that?
Mr. WAKEFIELD. Six per cent, and we are losing money on it.

regard it, however, as one of the best things we do.
SEIBERLING. You do not think the borrower is entitled to ani

protection under the law?
Mr. WAKEFIELD. Certainly I do; but I say I think he is protected

under the law in every way I can think of.
Mr. SEIBERLING. What rate of interest do they pay on these in°14-

gages you referred to?
Mr. WAKEFIELD. Our usury laws permit 8 per cent.
Mr. SEIBERLING. But what rate do they pay?
Mr. WAKEFIELD. I do not know.
Mr. SEIBERLING. What rate do you pay when you take them over:,
Mr. WAKEFIELD. I do not know. I am not active in the 00

ration.
Mr. SEIBERLING. Do they buy them at a discount?
Mr. WAKEFIELD. That is a very small company and handles a veri

small business.
Mr. SEIBERLING. I wanted to get the facts.
Mr. WAKEFIELD. I do not know.
Mr. SEIBERLING. Is there anybody here that does know?
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BRANCH, CHAIN, AND GROUP BANKING 965
Mr. WAKEFIELD. No; but you can rest assured of this that they

geta charge on that business that pays the cost of operation and a
return on the money. I do not know what the rate is.
Mr. SEIBERLING. Mr. Decker referred to banks yesterday as corn-

Parable with public-service corporations. Do you agree with himal that?
Mr. WAKEFIELD. I have never been able to find a basis of com-

Parison myself.
Mr. SEIBERLING. You would not think it would be proper for theticket agent of the Baltimore & Ohio down here, if he found a mannd to go to New York to-night to charge him $5 or $10 more for

41.8 ticket than if he could wait until to-morrow?of
le 

Mr. WAKEFIELD. I do not understand that question, Mr. Seiber-
an.g.
n Mr. SEIBERLING. Does not the Government do more for the banks
41an it does for any other business in this country?0 Mr. WAKEFIELD. I do not think so. I think the banks do a tre-
blendous amount for the Government every day in the year.
Mr. SEIBERLING. For the Government?
Mr. WAKEFIELD. Yes, sir.
LMr. SEIBERLING. Well, the banks operate with the money that
longs to the people, do they not?

Lb Mr. WAKEFIELD. Now, do you want to get into an involved discus-
0n of the theories of banking?0 Mr. SEIBERLING. Do not your deposits come from the people?
Mr. WAKEFIELD. Yes, sir.
Mr. SEIBERLING. Even the very money you are lending back?
Mr. WAKEFIELD. Yes, sir.
Mr. SEIBERLING. Are they . not entitled to get that money on a

teasonable basis?
Mr. WAKEFIELD. I claim they do.
Mr. SEIBERLING. How much money have you made with this cor-

Poration of yours since you organized it?
Mr. WAKEFIELD. Which corporation?
Mr. SEIBERLING. Your holding company.
Mr. WAKEFIELD. The First Bank Stock Corporation?
Mr. SEIBERLING. Do you get out monthly statements?
Mr. WAKEFIELD. We get statements every day.
Mr. SEIBERLING. How much money are you making?
Mr. WAKEFIELD. I do not know, but last year, on the basis of

°Aeration of each unit, for the full year, the earnings of this cor-
teration would be approximately $7,300,000 from all sources. That
4M0proximately $2.40 a share on the capital stock.
Mr. SEIBERLING. That is the bank you took over?
1 1‘. WAKEFIELD. Yes

' 
sir; the whole group.

Mr. SEIBERLING. But, as a matter of fact, what have you been
'king since you took them over?
Or. WAKEFIELD. Less, because 'it is a low-money period right at
'present time.
b Mr. SEIBERLING. You do not think any money went from the ninth
Lecleral reserve district to New York during the high call-money
7iod?
Mr. WAKEFIELD. I do.
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Mr. SEIBERLING. Do you know of any banks that borrowed for°
the Federal reserve bank and sent it to New York?
Mr. WAKEFIELD. I am quite sure they did not do that in our district.

Mr. SEIBERLING. You do not know of any?
Mr. WAKEFIELD. No, sir.
Mr. SEIBERLING. You think it is all right to have a call-money rate

of 25 per cent?
Mr. WAKEFIELD. I think the best sort of regulation and the beacit

indication to the general public of pending difficulties are secure
through the fluctuations of the call-money rate in New York.
Mr. SEIBERLING. But you do not answer my question.
Mr. WAKEFIELD. I think it is perfectly proper that the rate sho

go to 25 per cent if the situation warrants it.
Mr. SEIBERLING. And very much higher
Mr. WAKEFIELD. So much higher that they would not use it. „
Mr. SEIBERLING. You think it should go to an unlimited amountf_

Mr. WAKEFIELD. Yes, sir. I think any attempt to fix that raT
would be to the detriment of the good of the entire country. I thi7

that is the one mark we have to watch as showing pending dang,%
and if the public had paid attention to the call-money rate on 14'n
New York market in the last two years, they would not have bee
stung in the stock market like they were.
Mr. SEthrRinco. Do you think there should be any machinery jilt

New York or any other place that could put the money so higt thaf
they can make the people pay more interest than the usury laws °
the States permit?
Mr. WAKEFIELD. That period was one of the highest call molleY0

rate periods that we have had in this country. I know that it haulld
influence whatever upon the banking resources in our section No"
diverted to New York in order to get that high rate.
Mr. SEIBERLING. You know it did draw a vast amount of mune/

to New York?
Mr. WAKEFIELD. Yes, sir.
Mr. SEIBERLING. Then where did it come from?
Mr. WAKEFIELD. From individuals and not from the banks.
Mr. SEIBERLING. But they had to take it out of the banks?
Mr. WAKEFIELD. Probably some did.
Mr. SEIBERLING. And diverted it to New York?
Mr. WAKEFIELD. Yes, sir.
Mr. SEIBERLING. And to the extent that that was done you did tOt

have that money available to lend in your district?
Mr. WAKEFIELD. We took care of every requirement in our districit:
Mr. SEIBERLING. Where did you get the money with which to au

that?
Mr. WAKEFIELD. From the Federal reserve bank.
Mr. SEIBERLING. And that money you loaned back to your els-

tomers, who took it and sent it to New York and loaned at 15 and
per cent in New York?
Mr. WAKEFIELD. I think, as a customer of our bank, it is not 0°1

business to know what they do with their money. be
Mr. SEIBERLING. Do you think the Federal reserve bank shoul- to

the instrumentality that permits the New York Stock Exchange
get 25 per cent for its money?
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Mr. WAKEFIELD. I do not think your premises are correct.
Mr. SEIBERLING. Did it not work out that way?et Mr. WAKEFIELD. I say I do not think your premises are correct.
Mr. SEIBERLING. You can not control your customers?

te ,Mr. WAKEFIELD. Their money; no.
SEIBERLING. It is their money?

Mr. WAKEFIELD. Yes.,et
ed b.Mr. SEIBERLING. They pulled it out of your bank and sent it to

'Iew York?
Mr. WAKEFIELD. I do not know as they pulled it out, but they did

Id 40t deposit it.
Mr. SEIBERLING. Some of them pulled it out?
Mr. WAKEFIELD. I really doubt it.
Mr. SEIBERLING. Did not some of your large corporations lend

bloney in New York on call?
, Mr. WAKEFIELD. Very few. I think perhaps three or four million

ars was loaned that way in our entire territory.
r Mr. SEIBERLING. And you had to go to the Federal Reserve Bank,
e borrow money to take care of the banking requirements of yourL

• d borrow

Mr. WAKEFIELD. We did at some times.
SEIBERLING. And you did that because you needed it in the

414th Federal reserve district?

)1 Mr. WAKEFIELD. But do you think because we had to go and bor-
,tOW money from the Federal reserve bank, that we ought to fix it
'110 fhat the fellow who gets the money must deposit it in our banks?
Mr. SEIBERLING. The high call money took the money out of your
fl•ks and drew it to New York?
Mr. WAKEFIELD. I think it did in some instances.
Mr. SEIBERLING. And, to take care of that money that was drawn

L° New York, you had to go to the Federal reserve bank to get the
koney with which to carry on your business?
tir. WAKEFIELD. I think that is somewhat true, but think of this:

ge were passing through a period when there was this inflation in
"ew York of stock prices, and one of the real cures for a situation
Of that kind, is not to fix it arbitrarily so that it can not be carried

for a certain period, but if the public would accept the warning
uT the rate, then it would take care of itself.
Now, they went blind for a certain period and would not accept

.4.tWarning.
t, Mr. SEIBERLING. The result was a tremendous crash in this country
nat affected the industrial situation and labor productivities.
Mr. WAKEFIELD. I do not think the crash has really resulted in

(ffecting business very much.
k Mr. SEIBERLING. That is your opinion, that it has not affected

6 u4siness?
k Mr. WAKEFIELD. My opinion is that that is not the main cause of
ullsiness conditions to-day.
I, Mr. SEritEmixo. The result is that the Federal reserve bank indi-

e x,etly furnished a large amount of money for speculation in New
.(ork, and they could not help themselves under the system thatexists.

967
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Mr. WAKEFIELD. To an extent, I think, that may be so, bui tl

Federal reserve system functioned in a most admirable way
through that period, in my opinion.
Mr. SEIBERLING. Do you think there should be some machinerY

set up somewhere so as to prevent the rates going so high? theMr. WAKEFIELD. No, sir; I think the best thing we have ir
country to-day is the absolutely free play of the rate on the New
York call-money market. I think this: If there had been a lirnit!ti
rate fixed in New York City for call money. above which the Pr°
could not go, I think the stock exchange situation would have goo
on considerably longer and, the crash would have been far greater'
Mr. SEIBERLING. That theory you get from certain classes in Nes°

York and other places?
Mr. WAKEFIELD. I do not live in New York.
Mr. SEIBERLING. But suppose we had a limit that would not

drawn the money to New York, and they could not speculate
it, would there have been that great speculation?
Mr. WAKEFIELD. Why, money is going to New York at 3 and 9

cent to-day faster than before when the high rates obtained.
Mr. SEIBERLING. They have no use for the money in your dis

that they have left in the banks?
Mr. WAKEFIELD. There is very little demand for money to-day.
Mr. SEIBERLING. You think business is all right?
Mr. WAKEFIELD. Yes, sir; fundamentally.
Mr. SEIBERLING. But there is no use for money in the country
Mr. WAKEFIELD. If you want to get me onto the business

ation—
Mr. SEIBERLING. No; but what do you think caused the busi

recession?
Mr. WAKEFIELD. The business recession at the present time?
Mr. SEIBERLING. Yes.
Mr. WAKEFIELD. Well, we start out and go through a period in rill°

country every once in a while of very rapid production and tweeter'
ated sales and high tension of business and run until we overd() oll
those things.
This very factor of this new instrument of installment bilyirig

that I have been speaking of, was one of the main sources of inci
ing purchases on the part of the public. The first suit of clothesSo
bought was a $10 suit on which I paid $2 down and $2 a month.
I am in favor of installment buying. theMr. SEIBERLING. I have one better than that in connection with
first suit I bought. of
Mr. WAKEFIELD. The people were inexperienced with that tYlle ed

facility. During the few years that have passed they have ga
that experience and to-day, instead of having three or four or fice
contracts running at once, they are not going to be in quite the

pinched condition from the exercise of the privilege of install!' vA.
buying they have been in the past, and so they '"have shut (low°
buying.
Mr. SEIBERLING. I can not take any More time. I have taken

much already. But you do not believe in usury laws, do you?
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Mr. WAKEFIELD. Yes, sir; I do.
,Mr. SEIBERLING. But you do not believe they should apply to the
4evi York Stock Exchange?
• Mr. WAKEFIELD. I think we need in this country a free market
111 the country of the type of the New York call money market be-
cause it is the finest barometer that exists in this country to-day, if
Peoale will watch it.

SEIBERLING. That is all.
Mrs. Pam. Mr. Seiberling's questions seem to express objection

re the fact that people drew their money out of a bank or took their
?ioney and invested it as they chose. That is the individual's right,
Is it not?
Mr. WAKEFIELD. It is.

çe Mrs. PRATT. And would not, in your opinion, any legislation to

tb prevent the individual from doing just that very thing, be a type of
egislation which this country seems to object to as affecting personal
Privilege and personal rights?
Mr. WAKEFIELD. I think I have covered that, Mrs. Pratt, in my

Let 
statement that, in my opinion, there should be never any attempt of
that sort.
Mrs. PRATT. Would not that be legislation infringing on personal

Privilege?
Mr. WAKEFIELD. Absolutely.

• Mr. LucE. I understand that Mr. Wakefield is going to come back
!ri the morning, and so I will adjourn the meeting until to-morrow,0- °lit will ask the indulgence of the committee, inasmuch as I have
to be at another committee meeting to-morrow morning, to ask one

"testion at this time which I would have asked during my time, ifs document had been before me.
t, I observe from his list that you have two banks in Austin, Blue

i arth, Little Falls, and Mankato, Minn.; Aberdeen and Gettysburg,s 1°. Dak.; and Helena, Mont.

[1 Now, there are two of these places—Gettysburg, S. Dak., and Blue1 •;arth, Minn., of which probably I should have been informed, but,
1b40 fact, I never heard of before, indicating possibly they are not
th of them metropolises. [Laughter.]
Mr. WAKEFIELD. Those banks will be consolidated.
Mr. LUCE. How does it come that you are maintaing two banks in

Mr. WAKEFIELD. We are not, in those cases that you mention there.
•Lt will take those two banks put together to make a bank that is
Slistified, and they have already been consolidated.
Mr. Luc& It is not your intention to maintain two banking offices

i4 those places?
' Mr. WAKEFIELD. No, sir.

Mr. SEIBERLING. Before we adjourn, is this financial statement to
to into the record?
Mr. WAKEFIELD. Yes.
(The statement referred to is here printed in full as follows:)0
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ANNUAL REPORT OF FIRST BANK STOCK CORPORATION, MINNEAPOLIS, ST. PA."'

FEBRUARY 18, 1-03°•

To the Stockholders of the First Bank Stock Corporation:

Since the last report to stockholders covering the operations of your corPall,,,
tion, the First Bank Stock Corporation's system of banks has been progressive4;

expanded and at the close of the fiscal year, December 31, 1929, it include1,1i
85 affiliated institutions all situated within the boundaries of the ninth 

Federat 

reserve district. All units of the group are being maintained at a high Pai
of operating efficiency, providing their communities with the most ad((11111,,,„1
banking and credit facilities, and affording their depositors a maximum ties

of security.
The operations of the group are also being reflected in restored con6dence,

throughout the territory and a consequent firmer foundation for 
stabilize('

conduct of general business. h
We are now concentrating our attention upon the development of tilt' „d

ordjnated activities of the group making available to the trade areas a'
customers of each unit the greater facilities of the system as a whole.

In expanding the First Bank Stock Corporation system we are maintain.1

the position of affording opportunity to the independent bank upon irs 0"„,oddoi.o_
volition to affiliate with the corporation, and new affiliations are being
plished only upon this basis. The growth of the group is evidence that t,t11

independent banker recognizes the benefits to be derived by association 0111;
your corporation. Negotiations for the affiliation of a number of additioln"

banks are now pending and will be announced from time to time.

BALANCE SHEET

Anil 000
Of the First Bank Stock Corporation's authorized capitalization of 10,ov•-• to

shares of a par value of $25, there was outstanding upon December 31 a t° 4
of 3,016,870.57 shares. The condensed balance sheet of the corporation "

that date follows:

Resources: no 17
Cash on hand 
Bonds and commercial paper  

$3.1, 850,

Bills receivable 
Accounts receivable  

7, 907.Total quick assets  

23: 7167;51:

0
Furniture and fixtures 
Stocks  114, 949,
Accrued interest (net)  

1117; 

Si"

510615..117

") •

r.

12875

Liabilities:
Capital  75, 421, 4f)
Surplus and undivided profits  46, 698, Gio.

Dividend payable Jan. 1, 1930  755. 514. au

onn
122, 875,

na°
NOTE.—The item "stocks" represents the valuation at the time of par-

A „ice
of our equities in the affiliated corporations. In arriving at the purchase 0;410
all factors tending to establish the going-concern value of these corporat_el'ir
were considered and final acquisition was accomplished upon a very eonse,r'co
tive basis. In view of the fact that all purchases were made upon vallattlie
established within recent months, no effort has been made to revalue then1 ei-oe
purposes of this report. The management feels that the true value of th„1,8
properties is constantly increasing. A consolidated statement of the banita "
companies controlled by the corporation appears on page 4 of this report.

EARNINGS

for
We have obtained from each bank in the group an earnings statement,„0

the entire year 1929, and where the bank was not in operation for the
year, its income has been carefully estimated. Based on these figures.
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annual net operating profit accruing to the corporation, after deducting all
exPenses and taxes, will amount to $7,282,652.04, or $2.4139 per share of our
°tuck. It is not to be understood that these earnings have actually been
teceived by the corporation; nor will they be received hereafter. It is the

fl°11ey of your officers to ask dividends from the several banks only sufficient,t) meet our own dividend requirements, and to allow the excess earnings
;0 remain in the several banks in the form of surplus or reserves, thus con-
tinuously strengthening the component parts of the entire organization.
,The rate of earnings as at present determined is approximately 21/2 times
avidend requirements. It may be of interest to note that the earnings of the
'prat National Bank of Minneapolis and First National Bank of St. Paul,
fdependent of their respective subsidiaries and affiliates, are of themselves
0re than sufficient to meet the entire dividend requirements of the

..'z'Dora Hon.

FUTURE EARNINGS

The general lowering of interest rates throughout the country will un-
00tibtedly affect banking profits for 1930, but it is hoped that this will be
°reset by other considerations, of which the principal are as follows:
, (a) The benefits of group operation, which have scarcely as yet had time
2.111ake themselves felt, should be reflected from now on in expanded activities
rroughout the entire system. We are developing the facilities of our units
• the credit, investment, and trust fields, thus increasing their earning capacity,
an,fl at the same time are accomplishing economies through the central clearance
'unctions of the corporation.
(b) Prior to affiliation with the corporation, the unit banks operated on

In excessive reserve basis, due to the financial uneasiness which prevailed
roughout the district, and this naturally tended to reduce operating profits.
neked by the combined strength of the organization, it will now be possible

i•nr the unit banks to operate on a narrower reserve basis with a resulting
Increase in profits.
,_(0) That group banking is rapidly increasing public confidence in the mem-
nr banks is already apparent, and this must inevitably bring about an
alerease in deposits.
, ,(d) Prospects are excellent for substantial profits from our two divisional
LlInsidiaries, First Securities Corporation and First Bancredit Corporation.
Qese' companies did not become operative in the group until recently and the
rflings report for 1929, therefore, does not reflect their full possibilities.

'ale First Securities Corporation was established with a capital and surplus

Z.$7,500,000 and took over the investment business formerly handled by FirstInneapolis Co. and First St. Paul Co. and is extending its service through-
2nt the group. The First Bancredit Corporation is the successor to the
1.4tunberman's Acceptance Corporation of Chicago and conducts a specialized
.0nancing business in the construction fields. Its capital structure of January

totals $1,101,000.

DIVIDENDS

The board of directors has declared the second quarterly dividend of 25 cents
Der share payable April 1 to stockholders of record March 15. This is at the
Innual rate of $1 per share.

'TERRITORY SERVED

As of December 31, 1929, 60 cities were served by affiliates of the corporation,
40 follows:

State

flanesota olOntana 
,orth Dakota 
LoUth Dakota 

Number
of cities

21
11
15
10
3

ao

Number
of affili-
ates

42
13
15
12
3

85

A
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CAPITAL-STOCK DISTRIBUTION

The stockholders of the First Bank Stock Corporation are distributed SO"

graphically as follows:

Minneapolis 
St. Paul 
Minnesota (outside of Twin Cities) 
Michigan 
Montana 
North Dakota 
South Dakota 
Wisconsin 
Other States 

Total    16,119

675
2, 345
3,201
385
981
892
516
446
596

INDEPENDENCE OF mins

There has been some uninformed criticism of group banking based uPaa
claim that the various banks composing the group have sacrificed their incle,

pendence and that their operations, including their local loans, are direete“,

from the head office of the corporation. This is absolutely untrue. The 
several;

banks are corporately just as independent as they were before they he09111.,

affiliated with the corporation. They are operated and directed by local lae'

for the benefit of the communities which they serve and from which tb_ef,

derive their business. Nothing has changed but the stock ownership and ta_v

remedy for inefficiency is just what it was before, namely, removal from afilu'of

by the stockholders. On the other hand, each unit bank receives the benefit to
cooperation with the other units and it is the function of the bead °Mee be
centralize and improve this cooperation and the advantages which may
derived therefrom.

We look forward to a year of substantial progress and we would remind ea,c!:

stockholder that he can contribute thereto by directing business to our hall"

whenever he has an opportunity to do so.
Respectfully submitted.

P. J. LEEMAN,
Vice President and General Manager'

eintsolidated statetnent December 81, 1929, first bank stock corporation gret41)

Invested
capital Deposits

MINNESOTA
Minneapolis:

First National Bank $11, 613, 170.30 $97, 796, 613. 27
First Minneapolis Trust Co 2, 400, 000. 00 23,070, 838. 90
First Minneanolis Co 3, 697, 842. 47  
Minneapolis-Trust Joint Stock Land
Bank 667, 109.93  

Minnehaha National Bank 121, 562. 17 1, 622, 346. 14
Bloomington Lake National Bank 263, 424. 16 2, 103, 852. 36
Produce State Bank 136, 617. 18 1, 175, 829. 84
I lennepin State Bank 123, 725. 89 568, 162.77

St. Paul:
First National Bank II, 046, 408. 05 92, 742, 783. 83
Merchants Trust Co 1, 180, 802. 25 7,405, 146. 16
First St. I'aul Co 5, 134, 119. 53  
Grand Avenue State Bank 52, 100. 58 519, 641. 67
Farmers t9 Merchants State Bank 79, 155.93 893, 204. 16
First Veterans State Bank 112, 709.01 262. 200.00
Security State Bank 97, 056. 58 802, 255. 10
First Bancredit Corporation 601, 227. 54  

Alexandria, Farmers National Bank 126, 592. 60 985, 291. 10
Austin:

Austin National Bank 140, 616. 51 770, 728. 93
First National Bank 315, 3813.90 462, 236. 36

Benson, National Bank of Benson 74,428.03 150, 266. 52
Blue Earth:

Farmers National Bank 80, 865. 72 573, 388. 25
First National Bank 44,301.19 462, 997. 40

Total resources

$122, 159, 177. 19
26, 510, 493. 24
4, 484. 010. 33

5, 073, 272. 16
1, 848, 584. 10
2, 570, 42.6. 25
1, 318, 672. 85
693,141.87

114, 567, 233. 34
9, 364, 875. 63
6, 045, 885. 61

575. 157. 47
983,4251. 82
381,161.52
911, 842. 51

2.251, 20.301
1, 125, 208. 11

I, 968, 928. 28
2, 894, 680. 49

224, 094. 55

714, 570. 19
518, 548. 511

per oat

c
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gis 30
49 30
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onsolulated statentent December 31, 1929, first bank stock corporation group—
Continued

MINNESOTA—continued

13„
inerd, First National Bank fAst tirand Forks, Minnesota National Bank_

;'',airciont, First National Bank 
i;raceville, First National Bank 
t, °run Lake, First National Bank itchtleld, State Bank of Litchfield 
Little Falls:

\ .nerican National Bank 
, Peoples State Bank 
.4:,tkLt 0:

First National Bank 

1
)„ Mankato Loan & Trust Co 
"9„rthileld, Northfield National Bank &
n trust Co 
1, 11tonna, First National Bank 
hl9estone, Pipestone National Bank 
ed 

Wing. 
Security National Bank & Trust

Ce. 
ItOCh ---------- t N-----i este r, Firsatonal Bank
uk Centre, Merchants National Bank 

'illiring Valley, First National Bank 

1 illrnar, Security National Bank 

MONTANA

ilillih ngs, Midland National Bank 
liftman, Commercial National Beek 

1 4tte, Metals Bank & Trust Co b eat Falls, First National Bank 
gavre, Montana National Bank 
'Siena:

American National Bank 
National Bank of Montana 
Montana Trust & Savings Bank 

LTLyistown, National Bank of Lewistown_
li„.1111(ston, National Park Bank 

City, First National Bank 
aleSoula; Western Montana National Bank .
"Qelby, First State Bank 

NORTH DAKOTA

tts
c, 'rowel, First National Bank 
Xlintio, First National Bank 
?',12.:ralier, Merchants National Bank r__Pers to w n, First National Bank 
70, Merchants National Bank & Trust

gglenUllin, First National Bank rrtnd Forks, Red River National Bank ck
Trust Co 

igArvey, First National Bank rebron, First National Bank 
11191, estown, National Bank & Trust Co 

erwood, First National Bank 
eW England, First National Bank 

hr'„ Rockford, First National Bank 
v First National Bank 
''"eY City, National Bank of Valley City 

SOI/T11 DAKOTA

44erdeen Aberdeen National Bank & Trust
' AL Co  ' 
Fredeen, First Street Savings Bank 

k, Clark County National Bank 
, Lettysburg, First National Bank 
r

11
tYsburg, Potter County Bank 

1,hmore, First National Bank 
1,01rtion, First National Bank 

ilir
L'ailler, First National Bank 
re Heights, First National Bank 
:% 5 Lawrence, First National Bank ertnilion, First National Bank & Trust Co,.

Invested
capital

$217, 934. 12
65, 000. 00  
139, 298. 24

Deposits Total resources Per cent
controlled

$3, 113,015. 13

1, 203, 774. 98

$3,407, 891. 15
65, 000.00

1, 398,073. 22

64.50
100.00
100.00

52,818. 83 814, 784.88 904, 173. 91 100.00
87, 277. 64 824, 288. 19 952, 565. 83 190.00
152,069. 15 1,312,412.65 1,483,958.54 100.00

151, 003. 52 1,506,012.36 1, 771, 225. 36 51.00
38, 124. 61 391, 087. 76 429, 913. 67 100.00

321, 595. 64 3,680, 254. 11 4, 152, 204. 82 100.00
120, 183. 24 29, 350. 23 151, 421. 32 100.00

167,062. 51 1,038, 574. 26 1,314,896.69 100.00
136, 743.21 1, 822, 635. 08 2, 059, 378. 29 100.00
110, 119. 47 1,071,481.97 1, 196, 743. 01 100.00
•
166, 121.01 1, 383, 294. 71 1, 5.56, 626. 46 100.00
383, 951. 54 3, 712,470. 88 4, 316, 266. 15 100.00
69, 741. 92 1, 153, 048. 02 1, 298, 420. 07 100.00
107, 441. 70 1,208, 156,61 1, 365, 598. 31 99.20
127, 706. 62 05, 376. 56 223,Q83. 18 100.00

325, 000. 00 4. 223, 760. 78 4, 748, 760. 78 100
504, 307.79 2. 742, 696. 50 3, 310, 704. 14 86.67

1, 328, 1115. 55 21, 193, 524. 53 22, 776, 710. 08 100
789, 93(1.87 12, 360, 038. 83 13, 304, 975. 70 100
81, 714. 90 1,074, 527. 51 1, 1541, 242. 41 100

511, 241. 66 4, 598,307. 33 5, 209. 548. 99 99.67
425, 924. 88 3, 629, 737.33 4, 158,981. 65 99.10
264, 824. 81 2, 664, 621. 61 2, 954, 446.42 100
200, 229. 19 1, 331, 251. 32 1, 531, 480. 51 100
244, 571.48 3, 097,919. 92 3, 372, 979. 87 100
300, 858. 95 2, 827, 842. 49 3, 158, 701. 44 98.66
407,037. 22 4, 435, 801. 06 4,944, 461.86 100
42, 908. 24 619, 607. 71 662, 515. 95 100

337, 400. 91 3, 988, 635. 34 4, 526, 676.96 99. 4
76, 028. 04 712, 472. 67 807, 690. 49 95
66,385. 30 677, 299. 38 748, 684. 88 100
66, 015. 48 292, 287. 96 412, 996. 15 coo

334, 732. 77 2, 552,937. 39 3,006, 134.08 61.4
40, 369.30 535, 114. M 583, 264. 17 100

268, 122. 80 860, 512.76 1, 136, 758. 88 99.37
102, 174. 56 803, 360. 42 930, 834.97 100
66, 749. 95 662, 885. 29 762, 418.05 77
139, 083. 10 1, 456, 042. 79 1, 601, 181. 18 100
39,812.83 429, 888. 50 495, 113. 13 100
58, 595. 03 357, 880.46 435, 635.49 100

117, 326. 72 665, 822. 78 814, 541.94 50. 4
54, 464. 66 389, 301. 98 471, 909.31 100
138, 350. 71 1, 162, 518. 30 1, 361, 068. 53 89

209, 863. 46 3,380, 282.33 3, 635, 844. 50 98
103, 247. 61 834, 623. 83 944, 780. 11 100
61, 509. 01 433,697. 33 525,690. 02 100
48, 281. 14 436, 399. 21 515, 509. 10 100
50, 258. 27 617, 157. 22 681, 869. 82 100
114,072 26 847,936. 40 1, 017, 603. 66 100
77, 472. 90 532, 183. 70 641, 888. 65 100
173, 632.30 1,126,243. 51 1, 299, 875. 81 100
49, 656. 08 300, 665. 27 350, 321,35 100
57, 073. 65 288, 532.19 372, 306. 44 100
165, 687. 09 1,9,59, 275,07 2,151, 140.45 100 1
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Consolidated statement December 31, 1929, first bank stock corporation ilTOP--
Continued

Invested
capital Deposits Total resources

pettiocrid
con

91.8
MICHIGAN

Calumet, First National Bank $509,893.32 $3,873,624.14 $4,628, 417.40 99
Hancock, First National Bank 243,176.71 3,122,788.47 3,456, 705.18 99.3
Laurium, First National Bank 185,465.45 1,767,082.66 2,072, 632.96

Total ' 50, 105,720.13 359,594,273.24 446,915, 233.70_ - • 
.....

SUBSEQUENT ACQUISITIONS

Albert Lea, Minn.:
Freeborn County National Bank
Trust Co 

North Side State Bank 
130,
55,

000.
897.

00
48

421,
699,

246.
070.

10
62

556,077.
777, 001.

15
88

100
720°
860°

Forsyth, Mont., American National Bank_ I 30,781.89 426,898.96 463, 689.24 960°
Windom, Minn., First National Bank 

Total 

120,110.10 1,255,644.80 1,462, 423.75

50, 4484518.60 362,397,733.72 450,174, 425.72

OTHER ASSETS OF FIRST BANK STOCK CORPORATION AS OF DECEMBER 31, 1929
„no 17

Cash on hand  81, 85001'' 70
Bonds and commercial paper  3, 165, 674'0
Other investments 
Bills receivable   2,7
Accounts receivable ,
Furniture and fixtures_  
Net interest earned not collected  9, 506'!..!

20
Ei, 016,331Total 

FIRST BANK STOCK CORPORATION

OFFICERS
at;

C. T. Jaffrey, chairman of the board of directors; George H. Prince, preside e.
Lyman E. Wakefield, vice president; Lyle W. Scholes, vice president;
Lilly, vice president; A. McC. Washburn, vice president and general ceunTh
P. J. Leeman, vice president and general manager; E. C. Kibbee, vice presiden_,,,

assistant secretary and assistant treasurer.
A. E. Wilson, secretary and comptroller; M. M. Hayden, treasurer; M. A. 

Coale;

DIRECTORS

Shreve M. Archer, president, Archer-Daniels Midland Co., Minneapolis.
Julian B. Baird, president, First Securities Corporation, St. Paul. 

tJ. C. Bassett, chairman of the board, Aberdeen National Bank & Trust
and president, First State Savings Bank, Aberdeen, S. Dak.

Russell M. Bennett, mineral lands, Minneapolis.
F. R. Bigelow, president, St. Paul Fire & Marine Insurance Co., St. pa

John W. Black, president, John W. Black Co., Minneapolis.
Ralph Budd, president, Great Northern Railway Co., St. Paul. Os.E. L. Carpenter, president, Shevlin, Carpenter & Clarke Co., MInneaP „ in
F. A. Chamberlain, chairman executive committee, First National Bern'

Minneapolis.
Hovey C. Clarke, Shevlin, Carpenter & Clarke Co., Minneapolis.
Franklin M. Crosby, vice president, General Mills (Inc.), Minneapolis.
N. Paul Delander, vice president, First Securities Corporation, St. Paul'
S. W. Dittenhofer, president, Dittenhofer Realty Co., St. Paul.
Charles Donnelly, president, Northern Pacific Railway Co., St. Paul.
L. O. Evans, general counsel Anaconda Copper Mining Co.
E. T. Foley, president, Foley Bros., St. Paul. •
Harry P. Gallagher, president, Northwestern Consolidated Milling Cfr'

Minneapolis.
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' Charles W. Gordon, president Gordon & Ferguson (Inc.), St. Paul.
Theodore W. Griggs, president Griggs, Cooper & Co., St. Paul.
William Hamm, Jr., vice president, Theo. Hamm Brewing Co., St. Paul. ,

.-Isaac E. Hansen, vice president The First National Bank of St. Paul.
harry J. IIarwick, secretary-treasurer, Mayo CEnic, Rochester, Minn.
John H. Hauschild, president Charles W. Sexton & Co., Minneapolis.
Horace M. Hill, president Janney, Semple & Co., Minneapolis.
L. W. Hill, chairman of the board, The First National Bank of St. Paul..
Louis K. Hull, president Western Pacific Land & Timber Co., M'nneapolis.

,..Charles G. Ireys, vice president-treasurer, Russell-Miller Milling Co.,
Affineapol7s.
Horace H. Irvine, pine lands and lumber, St. Paul.

C. 
T. Jaffray, president Minneapolis, St. Paul & Sault Ste. Marie Railway Co.,

%Innen polls.
John June11, June11, Oakley, Driscoll & Fletcher, attorneys, Minneapolis.
Charles 0. Kalman, Kalman & Co., St. Paul.
3.• J. Kalman, president Kalman Steel Co., St. Paul.
Cornelius F. Kelley, president Anaconda Copper MinIng Co.
William P. Kenney, vice president, Great Northern Railway Co., St. Paul.
Horace C. Klein. managing partner Webb Publishing Co. St. Paul.
J. L. Leeman, vice president, First Nat'onal Bank in Minneapolis and vice
l'resident and general manager, First Bank Stock Corporation.
11,..• C. Lilly, president the First National Bank of St. Paul.
C. B. Little, president First National Bank. Bismarck, N. Dak.

" 
•!..i• C. Loring, president Pillsbury Flour Mills Co.. Minneapolis.
, dames  Mac N.aughton, president Calumet & Hecla Consolidated Copper Co.,
alumet, Mich.
.111mner T. McKnight, president S. T. McKnight Co., Minneapolis.
..‘w• A. Marlow, president National Bank of Montana, Helena, Mont.
ti• V. Moore, vice president, First Minneapolis Trust Co., Minneapolis.
J. A. Oace, vice president, the First National Bank of St. Paul.
4. B. Ober, president Motor Power Equipment Co.. St. Paul.
A. F. Pillsbury, vice president, Pillsbury Flour Mills Co., Minneapolis.
9.• S. Pillsbury, vice president, Pillsbury Flour Mills Co.. Minneapolis.
Li. S. Pomeroy, vice president First National Bank in Minneapolis.
r..• M. Prince, chairman of the board, First Natiomil Bank in Minneapolis.

iLueorge H. Prince, chairman the First National Bank of St. Paul, and presi-
`Mt First Bank Stock Corporation.
'George W. Robinson, president Tri-State Telephone & Telegraph Co., St. Paul.
,John D. Ryan, chairman of the board, Anaconda Copper Mining Co.
Ered W. Sargent, president Chicago & North Western Railway Co.

0011. A. Scandrett, president Chicago, Milwaukee, St. Paul & Pacific Railroad

1;1azn Stephenson, president First National Bank, Great Falls, Mont.
Martin L. Thompson, chairman of the board, First National Bank & Trust Co.,
71111110n, S. Dak.
L. E. Wakefield, president First National Bank in Minneapolis.

' 41. C. Warner, president E. C. Warner Co., Minneapolis.
fts4••• MeC. Washburn. vice president and general counsel, First Bank Stock
"tDoration, Minneapolis.
Latobert IV. Webb, president First Minneapolis Trust Co. and chairman of the

.

d, First Securities Corporation.
4• H. Wells, vice president, F. II. Peavey & Co., Minneapolis.

ltflart W. Wells, president Wells-Dick(•y Co., Minneapolis.
• E. Weyerhaeuser, lumber, St. Paul.

It; M. Weyerhaeuser, lumber, St. Paul.• D. Willard, vice president and manager, First National Bank, MankatG,

toirrederick E. Williamson, president Chicago, Burlington & Quincy Railroad

p. N. Winton, president the Pas Lumber Co., Minneapolis.ales E. Woodard, president Metals Bank & Trust Co., Butte, Mont.

100138-30—voL 1 Pr 8-13
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Mr. Wirmo. I should like to have it understood that I will be
allowed a few minutes to-morrow afternoon to question the witness'
(Discussion off the record.)
Mr. LUCE. The committee will stand adjourned until 2 o'clock

to-morrow afternoon.
(Whereupon at 4 o'clock p. m. the committee adjourned to meet

at 2 o'clock p. m. on Thursday, April 17, 1930.)
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THURSDAY, APRIL 17, 1930

HOUSE OF REPRE`4ENTATIVE5,
COMMITTEE ON BANKING AND CURRENCY,

"Washington, D. C.
rhe committee met in the committee room, Capitol. ;it 2.15 o'clock

Hon. E. Hart Fenn presiding.
Mr. FENN. The committee will come to order.

STATEMENT OF L. E. WAKEFIELD—Resumed

WI.. FENN. Mrs. Pratt, when we closed last evening you were cut
rshort;you had not finished your inquiry.
Mrs. PRATT. I shall take only two or three minutes.

, Mr. FENN. You have that opportunity now, and Mr. Dunbar fol-10w8 and then Mr. Wingo.
t Mrs. PRATT. Mr. Wakefield, I do not profess to be a banker, and

..that reason I have no preconceived notions for or against the
',Vet under discussion here; but I do wish. to state that I have been

'tly greatly impressed by the way in which you and Mr. Decker
4ve handled the banking situation in your part of the country, and
l'iquestionably you seem to have solved many of the problems there
tich we have under contemplation here for possible legislation;

Jilt the fact is that such men as you and Mr. Decker might not always
In control. What I wanted to ask was whether you felt that these

kuolding companies—for instance, sucha holding company as yours-
i 

—
81101dd be subjected to the same rigid inspection as the banks?
Mr. WAKEFIELD. We feel very strongly on that point that the comp-

!
vo

ller's office should have the right. to come in and .examine our hold-
company or any of the institutions in the holding company.
Irs. Plum You feel that that would really be a safeguard?
Air• WAKEFIELD. I do. I think there should certainly be some

"gitlation and some restrictions put upon that type of business. We
ant that for our own benefit.
f Mrs. PRATT. I do not know whether this is a proper question, and,I •

it is not, do not answer it; but do you feel that such holding
:s9toPanies should invest their funds in speculative stocks?
tottr. WAKEFIELD. No; I do not. My own view on this is contrary
a Some others; my own view is that no banking institution as such
'lloald invest in common stocks of any nature.
MI'S. PRATT. Just one more question. I think you stated that you

tovre not as yet able to handle the banking situation in the smaller
.ve

ns; at least., that you had not attempted to do so, and that you felt
977
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that would be more appropriately covered by branches of State
banks—I think you used the word State."
Mr. WAKEFIELD. If I did, it was inadvertent, because I did not

intend to say branches of State banks.
Mrs. Pam. At the time I noted it down, because I wondered if

you were opposed to any form of national-bank branch banking.
Mr. WAKEFIELD. Not at all. I believe that that privilege should

be granted to national banks.
Mrs. PRATE Do you feel that a national branch-banking system

extending over a fairly wide area tends to establish in this country
too much of a paternalistic system?

hod fMr. WAKEFIELD. No; I do not. Our position On the met o 
solving the difficulties that exist is in harmony, to a certain extent,
with the suggestion made by the Comptroller of the Currency and dr

Governor of the Federal Reserve Board, except that we apProfiell
that topic from a reverse angle. Our belief is that if we are hay!W 
branch banking, it should be permitted originally from the outside in

and not thrust upon the people from the center out into the count*
In other words, taking this town of Austin that I spoke of, tr.

first national bank there might properly be authorized to do a brane
banking business within its territory, its vicinity, in the smaller eon?:
munities, and eventually that might develop into a situation where lu
would be perfectly feasible and acceptable to the public that it beeonle
a branch of some system within a certain trade area.
Mrs. PRATT. Do you think that such a national bank, with braflch!!

established in the smaller communities, might become part of ti b̀v
group system, so that eventually your group system would abs°r
the whole?
Mr. WAKEFIELD. Eventually the group system might be convert

into a branch system, if that became the thing that it was decide"
ought to be done.
Mrs. Plum I think that is all.
Mr. FENN. Thank you, Mrs. Pratt.
Mr. Goldsborough, you are next on the list, if you wish to interro-

gate Mr. Wakefield.
Mr. GOLDSBOROUGH. Mr. Wakefield, I have here Barron's for APritl

14, and it has a leading article by Ernest T. Clough, which is heade
"Group Banking Sweeps the Country."
As I understand it, your organization and that of which gri

Decker is president have been in existence each for less than a Yeart,
Mr. WAKEFIELD. The Northwest Bancorporation has been in ex's

ence about 13 months and our present set-up about 9 months. _II_
Mr. GOLDSBOROUGH. This article, in table No. 4, gives the N°11 t

west Bancorporation as having 98 banks in its group and the FIL'
Bank Stock Corporation as having 100 banks in its group.
Has your group 100 banks?
MF.WAKEFIELD. No; about 91.
Mr. GoLnseoaot-ox. Have you ever had as many as 100? the
Mr. WAKEFIELD. It may be that they would get that figure from ,„()

fact that possibly in the total operation there may have been
banks involved, remembering that in some cases there have been
or three banks put together to make one at the time of the acquo'
tion, or a couple of them consolidated.
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Mr. GOLDSBOROUGH. Mr. Decker's statement was, as I remember it,
that the first thing which was done some four banks he named
agreed on this set-up, but after a little while the movement became
accelerated and, instead of having to suggest to the banks they
come in—instead of the suggestion going from the holding company
to the bank, very often it would come from the bank to the holding
company, and, as I understand, that was also your experience?
Mr. WAKEFIELD. It was very much so in both cases.
Mr. GOLDSBOROUGH. The territory within which you and the North-

West Bancorporation are operating is a territory through which
the banking experiences of the last 10 years have been tragic?
Mr. WAKEFIELD. That is true I think.
Mr. GOLDSBOROUGH. I think 11Ir. Decker, in speaking of Cavalier

County, in one of the Dakotas, stated there were some 26 banks
When this difficulty started, and there are only 5 or 6 now in existence
Ifterwards?
Mr. WAKEFIELD. Yes.
Mr. GoLosnoRouoH. That the rest had been forced to close. I

think he also stated in this Cavalier County the original capital—
that is, the deposits of these banks before their failure took place—
Was around $5,000,000 for the 26 banks. Prior to the deflation
Period—that is, prior to 1921—were the banks, on an average,
throughout the territory in which you operate as small as that would
indicate?
Mr. WAKEFIELD. Yes; in the State of North Dakota, where Cava-

lier County is, they had one bank in 1920 for every 752 population.
Mr. GOLDSBOROUGH. That is a very interesting. observation. As

far as you know, had this banking situation in North Dakota prior
to 1920 been of a sudden or a gradual growth?
Mr. WAKEFIFLD. It had been rather gradual, over quite a period

of years.
Mr. GOLDSBOROUGH. It is obvious, do you not think, that one bank,

With its building and general overhead, for less than 1,000 popula-
tion is too much under any banking system?
Mr. WAKEFIELD. Yes; and in sonic cases even 1,000 population

t do not think would supply anywhere near—
Mr. GoLnsitonouou. I fully agree with you on that.

, Is it not more nearly true that one bank for every 2,500 or 3,000
A entirely adequate?.
Mr. WAKEFIELD. I think you are correct. I have never made a

Dareful study myself to determine a population basis for banks.
Mr. Gor.nsuoitouGH. The business, of course, in the territory cov-

ired by the population would have a great deal to do with it.
Mr. WAKEFIELD. There certainly is a point there beyond which it

A undesirable to go; it is simply destructive when you begin to have
'•ompetition.
Mr. GOLDSBOROUGH. Now, the natural result of the very distressing

b•onclition which the Northwest Territory went through was, of
*urse, that the people were more amenable than they ordinarily
vould be to suggestions as to changes in the banking situation?
Mr. WAKEFIELD. I think that is true, based on this fact, that they

Were ready to welcome any arrangement that they felt would be, •
40und and safe and do the thing that they wanted to have done.
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Mr. GommDoaouon. Now, do you believe the people who allowed
such a number of banks to grow up in North Dakota prior to 1920 ki
would, in so far as banking is concerned, have a very clear concel)- 41

tion of what is sound banking? Do you not think a people of that
kind would welcome almost anything which appeared to give rebef,? t ,

Mr. WAKEFIELD. I think that they have given that topic much

greater thought and that they probably have a better understanding
to-day than they did when the times did not call for their thought

on it.
Mr. GoLusnonouoir. Do you not think that in any line of endeavor, 11

when a movement begins to gain momentum there is a tendency. to 0

try. to get on the band wagon, as it were, whether it be in banking
or in any other activity? Where there seems to be a movement 0 n

business by rather clear consideration and judgment in connection

tIliinecir,loot, do you not think there is a tendency, irrespective ell

consideration, to become panicky and desirous of getting on
wagon? I do not know of any other way to express it which con-
veys my meaning more clearly. (

Mr. WAKEFIELD. I do not think that is always true. I think the.re

may be a tendency of that kind, but I think it is accompanied."' d

with what is best to do. r

Mr. GoLDsnonoutni. I notice in this article the statement is made
that-- in

g
If the unit bank did not ally itself with the powerful city institution, wot11,4 ti! lLit find itself playing a lone hand against great odds, with the neighboring wil

bank gleefully advertising its strength as a member of the XYZ corporation, /I

with total resources of so many hundreds of millions Of dollars? \I

Do you think there is any vitality in that observation? a
v'thMr. WAKEFIELD. I think in the territory that I am familial. 1,1 .,. a

that the matter has been h manner handled in such aner that the sound ant'
bank has not been unfairly prejudiced in the public mind. 0

: i doMr. GoLDsnollouGH. Mr. Wakefield, you do not have it in num', , a
nyou, that either at this time or ultimately your organizatio Will no' k

do what other organizations have done since the beginning of On
en(leavor to get the advantage of its competitor? 

lie'

r . WAKEFIELD. Why, I have in mind that in the op 
Air thoperation of ( ,

institution we are going to serve the public to the fullest possiblje it
extent, with the very idea of making that service of such value sn."
att raci iveness that we will get all the business that can come to us. it

Mr. GuLosnoLocuu. But you think that would continue to be t
he
 g

Condit ion if competition were eliminated?
Mr. IVAKEFIELD. I never expect to see it eliminated.
Mr. G0LDsDo1Oot.011. l'ou say you never expect to see it 

eliminated; lci
which would seem to me to be an unusual observation, an untisuil
point of view, but it seems to parallel an observation you
think, yesterday, that you did not understand what was meant by,
favoritism to one possible borrower over another, that you did 11°'
have any conception of what that meant. bi
I think that fairly states what you said, and if it does not r°

can correct it. . d
ssMr. 'WAKEFIELD. That is correct; and in my experience in busine w

I have never known of a thing of that kind to exist, nor do I 101)W

not very strong, substantial competition.
to-day of any area in the banking business in this country that ht

ls
el
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Mr. GOLDSBOROUGH. 1)0 I understand you to say you have never
[known of an instance where a borrower has been favored over

ilnother, where everything else was equal?
Mr. WAKEFIELD. Do you mean in the ordinary business transac-

tion ?
Mr. GOLDSBOROUGH. Yes.
Mr. WAKEFIELD. What do you mean by " borrower "?
M r. GoLDsnonouon. I mean a borrower from the bank.
Mr. WAKEFIELD. Yon mean, supposing there were two grain men
lig business with us, both equally good, would there be any chance

of favoring one over the other?
Mr. GoLDsDoKouon. Any business.
Mr. WAKEFIELD. In any business doing business with the bank,

good? I have never known of a case.
Mr. GoLDsDouoron. You have never known of a case?
Mr. WA KEFIELD. Never; and I do not think it would be possible

to happen. It might happen in some bank—
Mr. GOLDSBOROUGH. All I have to say is that your experience is

different from that of everybody else I have ever heard of.
Mr. WAKEFIELD. I am running a bank, and that is the way I

run mine.
Mr. GOLDSBOROUGH. I am not running one, but I am a director

in three, and I have had some experience. I remember—and I am
going to base a question on this observation—that in my county
there was at one time only one bank, and I remember very distinctly
If anybody wanted to start in a business which was in competition
With those who were in control of that bank, they could not borrow
any money from it. That condition has been cured by competition,
and that is the only way it was cured.
I remember in an adjoining county, Talbot, there used to be only

nne bank and that exact condition existedovhich ultimately brought
another institution into the county; but when you say you never
knew of an instance of that, you surprise me very much. 
Mr. WAKEFIELD. My own judgment is that the very instance you

have recited is evidence that their shortsighted policy in running
that original bank without competition brought about the cure for
it, because it did bring competition.
Mr. GOLDSBOROUGH. I know, but the very interesting thing to me

is your statement that you never knew of anything of that kind
going on in a banking institution.
Mr. WAKEFIELD. I never did.
Mr. GoLosnoaounll. It is done every day, my dear sir, in every

bank in the ITnited States except yours.
Mr. WAKEFIELD. If any banks are doing that kind of business, I

do not know of them, and I do not believe they could keep the busi-
ness very long if they did.
Mr. Gromsnoitouon. You can tiot keep the selfish instincts of the

• boards of directors down.
Mr. WAKEFIELD. No, sir; but the most selfish instinct of a board of

directors is the building up of the business of the institution in
Which they have made their investment.
Mr. Gowsnonouon. Not necessarily, because in this country bank-

' ers are not bankers; they are business men who are drafted to be.
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come directors of banks because of their influence in the neighbor-
hood.
Mr. WAKEFIELD. You had better send them up to Minneapolis and

we will educate some of them.
Mr. GOLDSBOROUGH. That is the universal situation in this count*

It may not be in Minneapolis, but I have no doubt that the Min:
neapolis boards of directors of banks are made up of prominent
business men, just as they are elsewhere.
Mr. WAKEFIELD. They are, but I have never known of a case wheret

one of those business men has ever interfered or ever requested tha

ithere be interference with the taking care of competitors n the same
line of business as theirs, where the request of the competitor wa5
justified. If they did, we would not have them for directors.
Mr. GOLDSBOROUGH. That is a very ideal condition which I am sure

exists nowhere else on earth, because it is contrary to human instincts.
Mr. -WAKEFIELD. I can not agree with you on that.
Mr. GoLDsitonouoir. It is like King Canute, trying to sweep back

the ocean. wouldOf course, if your theory were correct, is it not true we
not have to have any banking restrictions at all; we could sinWq
say, "You are all-wise and you are absolutely honest; now, go to it
and benefit the public"?
You would not have to have any restrictions at all; that is where

your theory would lead to.
Mr. WAKEFIELD. I do not think it would go quite that far.
Mr. GOLDSHOROUGH. I see. In your organization, do you borrow

on the stock that you own in the constituent banks?
Mr. WAKEFIELD. Who? Individually?
Mr. GOLDSBOROUGII. No; this corporation. The First Bank Stock

Corporation owns the stock of these constituent banks.
Mr. WAKEFIELD. Yes; but it never has borrowed a cent, and I d°

not expect it ever will.
Mr. GOLDSBOROUGH. But it has the right to borrow, like any other

owner of property would have such a right.
Mr. WAKEFIELD. Yes; it could borrow.
Mr. GOLDSBOROUGH. It could take that stock and borrow on it and

then it could take the proceeds and buy common stocks on margin,
and it would not be doing anything illegal; you would not be vle-
lating the law if you did that.
Mr. WAKEFIELD. Yes; and somebody would be unwise if the!

did it.
Mr. GOLDS130ROUGH. No, no; you misconceive the purpose of in1

question entirely.
Mr. WAKEFIELD. You are asking a hypothetical question.
Mr. GOLDSBOROUGII. No; I am not asking a hypothetical question

at all. We are not interested as a legislative committee in whether
you are honest or dishonest, or in whether you are wise or unwi.''ev:
Those are matters with which the authorities whom you deal wlit"
and the public with which you deal are concerned, but as a legisl
tive committee we are not interested in that, What we are intereste
in is whether or not the proposition is economically sound.
Mr. WAKEFIELD. Yes

' 
SIT.

Mr. GOLDSBOROUGH. And that is the only thing we are inter-
ested in.
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What I am asking you is whether or not, under your setup, you
eould not borrow on the stock that you own and take the proceeds
of t hat borrowing and buy common stocks on margin.

\Ir. WAKEFIELD. Certainly.
Mr. GoLossoRouon. And you could do it legally, could you not?
Mr. Witicr.vrEto. Certainly.
Mr. GoLossoRotrox. Without violating the law?

r. WAKEFIELD. Certainly.
r. GOLDSBOROUGH. Do you think you ought to have that right?

Mr. WAKEFIELD. I would think it would be a great mistake if 4.
there were ever any attempt to say by legislation how the owner of
an individual piece of property might use it or what he might do
with it.
Mr. GOLDSBOROUGH. Even though he is the absolute owner—
Mr. WAKEFIELD. Yes.
Mr. Goinsnoaouctir (continuing). Of all of the stock in a banking

Institution?
Mr. WAKEFIELD. Yes.
Mr. GOLDSBOROUGH. Do you want to correct that statement? It is

Perfectly all right to do it.
Mr. WAKEFIELD. I do not want to correct it.
Mr. Goimssoaozrox. That is rather an astonishing statement.
How do you distinguish, as a practical proposition, between one of

Your constituent banks and a branch bank?
Mr. WAKEFIELD. They are entirely different.
Mr. GOLDSBOROUGH. Of course, you have absolute control of the

institutions, and the mother bank has absolute control of the branch
banks. What are the differences?
Mr. WAKEFIELD. The First Bank Stock Corporation owns the stock

of the First National Bank at Austin, and the First National Bank
It Austin is a separate corporate institution, capitalized and officered
there in Austin, and its board of directors and its management are
there in Austin, with absolute control. The only supervision we
have over that bank is exactly the same as the individual stockholders
have had in the past and do always have as owners of the stock.
Mr. GOLDSBOROUGH. But you own all the stock.
Mr. WAKEFIELD. Yes, sir; and so was all of the stock owned before.
Mr. GoLnsnoRoumi. But you do not get all of the stockholders to

*et cohesively.
Mr. WAKEFIELD. And that is the reason this is much more effec-

tive that we have a live, active stockholder that is watching that
bank.
Mr. GOLDSBOROUGH. Do you not control that bank just as abso-

lutely as the home bank controls any of its branches in a branch
banking system?
Mr. WAKEFIELD. No. If we had a branch bank down there under

the branch-banking system, we would have no capital investment in
that town.
Mr. GOLDSBOROUGH. Why is that 'true of necessity?
Mr. WAKEFIELD. Because, we will say, that the First National

Rank of Minneapolis was authorized to have branches, and it would
be capitalized the required amount as a single bank; it would have
an One or a branch in Austin managed by a manager.
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Mr. GOLDSBOROUGH. Why does that have to be the system?
Mr. WAKEFIELD. I have never heard of any other system of branch

banking.
Mr. GOLDSBORO-UGH. We have been told by Governor Young and by

Mr. Pole that the branch banks do not have to lose their individualitY
at all.
Mr. WAKEFIELD. I read Governor Young's testimony and Mr. Pole's

testimony and I do not remember reading that statement.
Mr. GOLDSBOROUGH. You say that, as far as you know, there is 110

branch-banking system which provides for local boards of directors

and local capital to control the branches?
Mr. WAKEFIELD. No.
Mr. GOLDSBOROUGH. It may be very interesting to you to know that

there is a branch-banking system in Maryland with 21 branches,

which has no parent bank and no branch bank; each bank stands on

exactly the same level, but they each support the other. In other,
words, there is a general capital set-up involving all the banks, ana
when a new bank is started the community is canvassed for th0i
purpose of getting the stock which is to go into that institution tan
that institution is put on its feet with that stock and the board 01
directors is elected locally.
Mr. WAKEFIELD. Is that local bank, then, a separate corporation?
Mr. GOLDSBOROUGH. No, indeed.
Mr. WAKEFIELD. I do not understand that a set-up of that kind2

I have been familiar with branch banking in my experience, is tyincs'
branch banking.
Mr. GOLDSBOROUGH. I do not know that it is typical branch bank-

ing, but it is perfectly conceivable to have a branch banking systera
where you have your local directors, if you want it that way. Yell
do not have to have just a local manager.
Mr. WAKEFIELD. You can do most everything. The question i5

whether it is the right thing to do.
Mr. GOLDSBOROUGH. Then I will ask you this: I will ask Yell

whether you do not think that in a branch banking system the con-
stituent banks should be autonomous?
Mr. WAKEFIELD. I think that in a branch banking system the cal);

ital structure should have a relationship to the deposit liability an'
should be based upon that and that only.
Mr. GOLDSBOROUOH. You can not conceive, as a business man, of ,14

branch banking system where the capital is so divided up that ea"
institution has the responsibility of earning dividends on a certain
proportion of that capital which is locally owned and where tin
board of directors is exclusively local and where no outside board 01
directors has anything to do with it at all?'
Mr. WAKEFIELD. I do not think that that is branch banking.
Mr. GoLnsBoRouox. What would you call it?
Mr. WAKEFIELD. That is group banking.
Mr. GOLDSBOROUGH. No; that is not group banking; that is, it is 110k

the kind of group banking we have been hearing about for the lot
three days.
Now, Mr. Wakefield—
Mr. FORT. Before you leave that subject may I give you an inns'

tration of that same idea that has now taken place in New Jersey?
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Mr. GOLDSBOROUGH. Yes, sir.
Mr. Foal% In the setting In of branches in my home city of New-

ark since the passage of the McFadden bill, they have largely taken
ever old banks and converted them into branches, but have retained
the old boards of directors as advisory boards of directors in those
branches, and in every case I understand that the local advisory
board of directors passes on the loans that are made to the customers
of that branch, subject, however, to supervision from the main office.
That is somewhat similar. They have been taking stock in the parent
bank in exchange for their own holdings of stock in the bank that
sold out.
Mr. Wzmo. Do you mean from among the local stockholders?

.Mr. FORT. They were all in the city of Newark under the McFadden
bill, but 1 bank in Newark has absorbed 7 or 8 other Newark banks
and made them branches of the major bank, and they retained the old
boards of directors as advisory boards in charge of the affairs or the
business done at the branch, which has supplanted the old local
neighborhood bank.
Mr. Wuquo. But his illustration was, if I got the set-up--
Mr. FENN. Does Mr. Goldsborough yield?
Mr. GOLDSBOROUGH. Yes.
Mr. Wnswo (continuing). That the parent bank was in Baltimore

and had branches scattered over Maryland towns, whereas the set-up
You have in mind would be that the local stockholders of the Balti-
more bank, living in this village here, would among them select an
advisory board and run that branch?
Mr. FORT. It might be that way, yes; it is possible, but they would

have to be supervised, of course, from the central office.
Mr. WINGO. Purely advisory?
Mr. FORT. Yes.
Mr. WAKEFIELD. I think that has been done in many cases—in

!nest cases, where a bank has absorbed other banks and made them
branches, but the fact remains that after that absorption, the capital
structure is in the one bank, and that the board of directors and the
Officers of the one bank are absolutely running that branch, without

Mr. FORT. These boards of advisory directors have to retain stock
M the parent bank, and therefore have a direct financial interest in
the way they operate their branch.
, Mr. WAKEFIELD. That is true; but that advisory board can not
be put together down there so that it has any real authority over
the business of that bank.
Mr. GOLDSBOROLIGH. Why can it not?
Mr. WAKEFIELD. Because the law does not allow it.
Mr. GOLDSBOROUGH. It does in Maryland, and it has worked for

80 years, and each one of those banks is autonomous and nobody
knows which is the parent bank.
Mr. WINoo. I thought that was chain banking.
Mr. GoLnsuoitotTox. No; that not chain banking. You will

!lave it described to you on the 22d of this. month. Of course, there
IS theoretically a parent park at Cambridge, because it was the
first batik, but, as a matter of fact, the local banks are absolutel v
ant ononmi is—absolutely.
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Now, in a recent statement of Mr. Insull's, in which he was dis-
cussing holding companies, he made this very significant statement:
"The ability of the holding company to help depends largely

on its ability to act without restrictions, other than those in an
ordinary private business."
Is that your view?
Mr. WAKEFIELD. I am not familiar with what is involved in that

statement by Mr. Insull, because of his entirely different problems.
Mr. GOLDSBOROUGH. Would that be your statement in connection

with your holding company?
Mr. WAKEFIELD. No; I have expressed myself before this com-

mittee and, in response to Mr. Fort, I have agreed to attempt to

set up a formula of supervision and restriction.
Mr. GomsnonoimH. I know, but you have said you wanted to be

examined, for instance, by the comptroller or by the banking authori-
ties, which was very commendable; but you have also said, as I
understood you a few minutes ago, that you did not think the con-
duct of your business ought. to be interfered with any more than the
conduct—
Mr. WAKEFIELD. In connection with that borrowing problem you

described.
Mr. GOLDSBOROUGH. Yes.
Mr. WAKEFIELD. My answer to that is based upon this: As far $9

I am concerned, I would be perfectly willing that a regulation shoul4
be prescribed that would prevent our institution ever going out anc,I
placing those stocks and borrowing money. On the other hand,
think the principle involved in an attempt to do that would be
entirely wrong to American business.
Mr. GoLDsBonoilon. In other words, you think your holding coin:

pany which has to do only with banks ought not to be encurnberel
with the same restrictions as are the ordinary banking institution?
Mr. WAKEFIELD. I do not think that you can. There is no restric-

tion that says that if you own bank stock you can not borrow nionel
on it, and I do not. think you can pass or fix any regulation governing
a company of that kind and interfering with the general business
structure.
Mr. GOLDSBOROUGH. Do you think the ordinary safeguards

experience has taught us should be placed around banking institu-
tions are right or wrong?
ME. WAKEFIELD. Right, absolutely.
Mr. GoLnsuolioucll. Now, if they are right, why should not those

same restrictions be placed around an organization which in effect
nothing in the world but the parent bank of a branch, banking system!
Mr. WAKEFIELD. All right; I think they should, but there is not to

the present any restriction of the kind that you described.
Mr. GOLDSBOROUGH. Now you say that you think they should have

them?
Mr. WAKEFIELD. I think they should have the same restrictions

that are placed upon present banking institutions.
Mr. GOLDSBOROUGII. Could present banking institutions borr0!

money on stock that they own and buy common stock with it?
Mr. WAKEFILD. The stockholders of a present banking institution

can borrow money on the stock that they own.
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Mr. GOLDSBOROUGH. But the institution itself?
Mr. WAKEFIELD. The First Bank Stock Corporation is in effect

an individual stockholder of the banks. It is not in the banking
business. It is the owner of stocks of the banks. It does no banking
business.
Mr. GOLDSBOROUGH. Does no banking business—and yet it controls

91 banking institutions?
Mr. WAKEFIELD. You might individually own the control of a

bank; would you welcome a law that said you could not take your
bank stock and pledge it as collateral?
M. GOLDSBOROUGH. No; I would not welcome it.
Mr. WAKEFIELD. Do you think it should be done?
Mr. GOLDSBOROUGH. I would expect it to be done, or expect to be put

out of business.
Mr. WAKEFIELD. No; you would not; you would want it left to

Your judgment as to what you did with your property, because what
you did with the stock in that bank is not going to affect the bank
itself.
Mr. Gormstamotiax. Not going to affect the bank itself?
Mr. WAKEFIELD. No.
Mr. GOLDSBOROUGH. The conduct of your institution absolutely

controls the very breath that the directors of those banks breathe, and
yet you say they exist independently of you?
Mr. WAKEFIELD. Well, we are not getting anywhere in a conversa-

tion of this type.
Mr. GOLDSBOROUGH. Well, if you do not care to answer my ques-

tions it is absolutely all right.
Mr. WAKEFIELD. I would like to answer them.
Mr. GOLDSBOROUGH. Just simply say so if you do not want to.
Mr. WAKEFIELD. But you have gone into a line of conversation

which is all theoretical.
Mr. GOLDSBOROUGH. Theoretical?
Mr. WAKEFIELD. My first answer to you is that I have never had

any notion of anybody having any intention in any group company
of going out and pledging its stock to buy common stocks on margin,
and I do not think it has ever been done.
Mr. GOLDSBOROUGH. Every law is based on a theoretical condition,

IS it not, if you want to control something that might happen?
Mr. WAKEFIELD. In spite of any law made governing banks, if

there is somebody that is absolutely foolish and crazy enough to go
and bust his bank, he can do it.
Mr. GOLDSBOROUGH. But you are not in favor of regulating it?
Mr. WAKEFIELD. I certainly am.
Mr. GOLDSBOROUGH. You are in favor of just letting the personal

equation be the entire guide?
Mr. WAKEFIELD. No, sir. The argument we are in is one concern-

ing the right of the owner of stock to use his stock in banking at all.
Mr. GOLDSBOROUGH. It is very interesting to get that point of view,

because I do not think the comniittee in the previous hearings has
gotten that impression from your testimony.
Mr. WAKEFIELD. I do not know what impression you are referring

to.
Mr. GOLDSBOROUGH. What I am referring to is this—one of the

things I am referring to—that this committee, in my judgment,
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from what I know of the committee and from what they have said
to me, would not begin to stand for a position taken by a holding
company which controls banks exclusively that it should be allowed
to do business without the same restrictions being placed around its
business as are placed around other banking institutions.
Mr. WAKEFIELD. I agree with you absolutely, but there is not any

restriction placed around a banking institution that says that a
stockholder of that institution can not borrow money on his stock.
Mr. Gomm)ROUGH. Well, will you explain what that has to do

with the question I have been asking you? In your case, your cor-
poration owns all of this stock.
Mr. WAKEFIELD. It is the stockholder.
Mr. GOLDSBOROUGH. I say that, but yet, in effect, it is in the bank-

in(' business because it absolutely controls these banks.
Mr. WAKEFIELD. It is in the banking business exactly as anY

stockholder of a bank is in the banking business.
Mr. GOLDSBOROUGH. We will not get anywhere if that is the waY

you feel about that.
Let me ask you another question:
You, or either you or Mr. Decker, and maybe both of you, have

contended that these constituent banking institutions still have the

same local pride that they had when they were owning their own
stock locally?
Mr. WAKEFIELD. Yes, sir.
Mr. GomisnoRouGH. Now, as I understand it, these directors have

to own a certain amount of the stock of a bank in order to qualify?
Mr. WAKEFIELD. Yes, sir.
Mr. Gominotiouon. But, as a matter of fact, they do not own it

at all, because you put such restrictions around them that if theY
attempt to dispose of the stock, it puts them out of business.
Mr. WAKEFIELD. They own it outright, absolutely; they paid their

money for it and have received the dividends on it.
Mr. GOLDSBOROUGH. Did you not say yesterday that they could net

sell it?
Mr. WAKEFIELD. No. I said there is no way you could set up an

agreement that would hold water whereby you could force theta .
to sell it.
Mr. GOLDSBOROUGH. By which you could force them to sell it?
Mr. WAKEFIELD. Prevent them from selling it or offering it.
Mr. Gow.snoltouGH. Did you not say that you made every

II empt 
Mr. WAKEFIELD. I said we had a gentleman's agreement.
Mr. GoLnsaonounn. You did not use that expression.
Mr. WAKEFIELD. I used that expression.
Mr. GOLDSBOROUGH. I did not hear you. Go ahead; you had a gen-

tleman's agreement
Mr. WAKEFIELD. That if they are going to leave us, they will sell

the stock back to us, not to somebody else.
Mr. GOLDSBOROUGH. Do you mean to say that their minds, in deal-

ing with their customers, have the same freiAlom of action as they
would have if they were actually controlling their own institution?
Mr. WA KEFIELD. I can not understand why there should even be a

question of that kind asked.
Mr. GoLosnoRouon. I do not believe you do, from the testimony.
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Mr. WAKEFIELD. A director of any institution, a man who directs
or that becomes a director of a bank knows what kind of an obliga-
tion he has assumed, and it has been my observation that they under-
stand that fully and the past history of banks has made it obvious
to directors of that class of institution that they did have obligations,
and I think those who are directors of banks understand fully that
they are taking responsibilities when they become directors. The
Old day, when it was just an honor to be a director of a bank, has
passed, and the man who is a director of abank to-day in our country
knows mighty well he is assuming as obligation of responsibility in
taking that position.
Mr. GOLDSBOROUGH. But did I suggest that he did not have any

such feeling as that? Did I ask you any question that had any rela-
tion to what you have just said?
Mr. WAKEFIELD. You just asked whether the directors felt their

responsibility. s
Mr. GOLDSBOROUGH. I asked whether they have the same freedom

9f action as they would have if they were not simply vassals. That
IS what they are.
Mr. WAKEFIELD. You are making the statement that they are.
Mr. GOLDSBOROUGH. I am making the statement upon all the facts

You have given us as to your set-up.
Mr. WAKEFIELD. You have assumed a conclusion concerning these

facts which is incorrect.
Mr. GOLDSBOROUGH. My dear sir, you have only been in existence

for 8 months and your competitor for 13 months, and no second-
ary reaction has had time to show itself at all. You do not know,
and I do not know, and nobody else knows, what the result of this
sort,,of a set-up is going to be 

interested 
time goes on. What I am trying to

find out, and what the committee is  in, is whether or not
this terribly rapid growth ought to be stopped until we find out what
It is. This is a serious discussion, and I am not primarily concerned
in personal equations, but that has been practically the only thing
Which has been discussed around this table for three days. This
committee is entirely convinced of the business integrity, of the wis-
dom, of the foresight, of the energy, and everything of that kind of
the present set-up of these organizations. There is no criticism of
anything of that kind, but what we are trying to get at are the
"guts"  of the economic structure that is being built up. That is
What we are after.
Now, Mr. Wakefield, you agree, do you not, that equality of eco-

nomic opportunity is the thing we all should try to facilitate?
Mr. WAKEFIELD. If you will explain that, elucidate that—
Mr. GoLnsnonouox. You do not know what I mean by that?
Mr. WAKEFIELD. No.
Mr. (iOLDSBOROUGH. You have never known, then, of an individual

or a business organization to be squeezed out by a group of bankers,
01. any t hing of that kind?
Mr. W.k EMU). It has not been true in my experience.
Mr. tha,sitonouon. That has not been true in your experience. As

F ar as your experience goes—and I am perfectly sincere in this ques-
I !ton—banking everywhere as you have known it has been conducted

in an absolutely fair way?
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Mr. WAKEFIELD. The prime motive back of every successful bank-
ing institution—
Mr. GOLDSBOROUGH. I did not ask you that.
Mr. WAKEFIELD. All right.
Mr. GOLDSBOROUGH. I did not ask you about successful banking

institutions, as you have based your whole argument on your faith
in this institution of yours and on the fact that there have been ai
great many institutions that were not successful, and both you and
Mr. Decker began with this long story, which was a true one,and a
very proper one for you to give, of the conditions in your territory
and the bank failures which had led up to this structure. Of course,
if we had not had unsuccessful bankers, we would not have grouP
banking, branch banking, or chain banking, and this committee
would not be considering them.
So you do not understand what I mean by equality of economic

opportunity?
Mr. WAKEFIELD. You would have to make a much longer explana-

tion than that in order that I might answer it.
Mr. GOLDSBOROUGH. All right. Now, in view of the fact that these

two great institutions in the Northwest have been built up in 13
months' time, and in view of the fact that they constitute an absa-
lutely unchartered sea in so far as banking is concerned, do you not
betieve as a citizen, and not as a successful banker, not as one vat°
believes himself useful—and I believe you are useful, too, in this
exigency down there—
in WAKEFIELD. Thank you.
Mr. GOLDSBOROUGH. But, as a citizen do you not believe that the

least this committee can do is to stop that growth right where it is
until we can find out what is going to be the result of that sort a a
set-up?
Mr. WAKEFIELD. There are two factors or two things in your state

ment which I shall have to refer to before I answer your question.
The first is that this big thing that you described as having been

built up in a year was in existence and was nothing more than $
joining together of those institutions that were in existence. It has
not been created. Those banks were there operating, and then, in
answer to your question, I think that any legal restriction upon our
operations at the present time would be extremely detrimental to the

best interests of the territory in which we are operating, and very
disastrous.
Mr. GOLDSBOROUGH. Well, I did not mean in that question to sug-

gest that for the present your set-up was to be interfered with, or
that any institution which you now control should be, or that anY
attempt should be made to dissociate that institution from your,
organization, but my question was this, whether or not you do not
think, in view of the fact that this holding-company system of bank'
ing is so novel and has had such a rapid growth within the last two
years—and that covers the Transamerica, too, within that 2-year,
period—it ought to be stopped where it is until we can find out what
is going to be the ultimate result of that sort of banking? That is

Inv question.
'Mr. WAKEFIELD. The only answer I can make to that, Mr. Golds-

borough, is what has been said previously, and that is that in m9
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Opinion, and I think in the opinion of everybody that is involved in
the problem of banking to-day, there should be, if we are to have
group banking, restrictions and regulations to govern that business,
and there is not anybody that would welcome those any more than
we would.
Mr. GOLDSBOROUGH. I think that is all.
Mr. FENN. Mr. Wingo.
Mr. Wprao. I shall not ask many questions, Mr. Chairman.
All of your stockholders live within your Federal reserve district.,

do they not?
Mr. WAKEFIELD. All except 500. It is in that tabulation. Out of

16,000, there are but 500 that live outside of the ninth Federal
reserve district.
Mr. WiNoo. Are any of those very large stockholders?
Mr. WAKEFIELD. I could not tell you exactly that the number of

Shares of stock involved is, but it is a very small proportion of the
total.
As a matter of fact, this might be interesting, that it would take—

I do not know just how many, but I know it would take hundreds of
stockholders, of the larger sockholders, added together to make any-
where near a control of it.
Mr. WINGO. But the greater portion of your stockholders both

in number of individuals and in the number of shares they hold, are
directors in your unit banks, are they not?
Mr. WAKEFIELD. Not directors, because we have 16,000 stockholders.
Mr. Wimio. They are either directors or patrons of your insti-

tutions?
Mr. WAKEFIELD. Yes.
Mr. GOLDSBOROUGH. May I ask one more question?
How many directors have you in your holding company?
Mr. WAKEFIELD. Sixty-seven.
Mr. GOLDSBOR017GH. That is all.
Mr. Wixom The point I had in mind was that I think the record

Will show that the great majority of your stockholders, both as to
number and volume of stock held, are local?
MT. WAKEFIELD. Yes.
Mr. Wpm°. That they are around these different units that com-

pose your system and that the holding company controls as part of
their group.
Mr. WAKEFIELD. Very largely so.
Mr. Wpm°. Have you had a stockholders' meeting since you or-

ganized?
Mr. WAKEFIELD. Yes.
Mr. WINGO. Where was that held?
Mr. WAKEFIELD. In Minneapolis.
Mr. Wirmo. How many were present in person, if you recall,

approximately?
Mr. WAKEFIELD. Just about 100 stockholders that came in.
Mr. Wirmo. How many of your different banks were represented

in that meeting? Do you recollect whether there Was a stockholder
from every community present?
Mr. WAKEFIELD. No; I am quite sure there was not.

100130-30—vor. 1 in 8-14
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the State of Delaware? t

MT. WAKEFIELD. Yes, sir.
Mr. WING°. And you intend to hold your stockholders' meetings

Mr. WINGO. Under your charter, under the laws of Delaware,
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Mr. WAKEFIELD. Either St. Paul or Minneapolis.
Mr. WINGO. In other words, you are going to hold them withi 

t

n
your local territory? w,
Mr. WAKEFIELD. Yes, sir. di
Mr. WINGO. I suppose that a large part of your stock was rePre- (.1

sented by proxies at that stockholders' meeting?
MT. WAKEFIELD. Yes, sir ft
Mr. WiNoo. In other words, about the customary situation existed

with reference to the meeting of your stockholders as would with an at
ordinary corporation of that sort? at

Mr. WAKEFIELD. That is true. However, in this case the preSenee, RD

of about 100 stockholders was a greatly increased representation 01 g(i
stockholders present as compared with my experience in operating to
the First National Bank, when it was rare that more than two or of
three outside stockholders would come.
Mr. Wirroo. Do different banks in your group lend on the stock se

of your holding corporation? a i
Mr. WAKEFIELD. Some loans have been made, but those loans are

being absolutely taken out of the bank. My purpose at the present
time is that no loans should be made. I expressed myself yesterdaY ow
that it should be legally restricted so that a loan on the stock of the
holding company could not be made from a bank owned by the
holding company. th:
Mr. Wnsroo. Well, under the law one of your constituent banks.-- tn,

I will call them that—can lend to one of its customers who own wa
stock in your First Bank Stock Corporation, the parent company? in;
Mr. WAKEFIELD. At the present time ;,under the present law. rat
Mr. WING°. Under the present law one of those constituent baflk! goi

can make a loan, with the collateral being the stock of the parent ]
company? a (
Mr. WAKEFIELD. That is true. re/
Mr. WINGO. But you say it is the policy of those who are now 

t

managing your parent corporation to restrict that, and you feel it
would be proper as one of the restrictive provisions in any law that
we passed to prevent that?
Mr. WAKEFIELD. I do. I think it is absolutely wrong. tbtf:(ra), ,' 11i'
Mr. WING°. Well, if you did not do that you would have posei"

bilities of pyramiding and it would be very dangerous. wil
Mr. WAKEFIELD. Surely. thl
Mr. Wimio. There is some confusion in the minds of some nion- tht

bers of the committee, and especially among some of the banker

ing and what is chain banking? How can you distinguish the two I

pared with a chain bank. Will you give us for our information
what your conception of the difference is? Just what is group bank:

s
who either sat here in the room or read some of the hearings, as to 

inwhat is the distinguishing characteristic of a group bank as corn-

Mr. WAKEFIELD. I think there is a confusion in the general under- 
COIti1'; 

g

1
standing, and possibly there is not any absolutely accurate descrip-
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tion which can be made. Mv experience has been and my thought
and my understandincr was that chain banking was such a thing as
that which we have always criticised and been looking out for 

' 
• a

certain group would start in and form an individual bank, put it
in operation and begin to do business, and then they would decide
to put a bank at another point and would let the people that put up
the money for the stock of the first bank capitalize the second one.
That is the general impression I have of what I used to think

was chain banking until I began to read these hearings, but I have
discovered that there is a wide difference of opinion about what
chain banking means.
Mr. WiNoo. You are not the only man who has been confused

from reading these hearings.
Well, now, what would you class this? I just noticed this recently.

and frequently you have something right under your nose for years
and all of a sudden you will notice the significance of it, and I
noticed this since these hearings started: That the name of one
gentleman has appeared on three different letters that have come
to my office from three different banks; he happens to be president
of each one of three State banks. There are three or four gentle-
Inen who are interested in all three of those banks, and yet they are
.aeparate corporations in separate towns, two of them in one company
and another in another county.
Would you call that a group banking or a chain banking system?
Mr. WAKEFIELD. I do not know. If that particular individual

owned the control of all of those banks, personally I should think
that it is not aroup banking as we are talking about it to-day.
Mr. WI NOO.P'I had always understood before this hearing started

that a chain bank was where the. parent corporation owned and con-
trolled the stock of several constituent banks, and that a group bank
Was where there was a group of individuals that owned and con-
trolled the stock of a group of banks. Now I seem to be in error or,
rather, that conception does not seem to be the one some of you
gentlemen have.
Mr. WAKEFIELD. This conception that I just expressed to you of

a chain bank was the one we always had in our minds up there as
representing chain banking, and we are always anxious not to be
thought of in that same lot, and so we chose to call ourselves group
bankers.
Mr. Wproo. The only distinction is that you wanted to get, away

from what you regarded as an evil, of having the parent bank go
to the head of another bank and saying, "We want to buy the con-
trol of your bank," or "We want you to tie up with us, and we
Will lend on your stock':; in other words, they would pyramidthat way, and the distinction you want to make is that you are not
that kind of a chain?
Mr. WAKEFIELD. That is it. That may not be fair, to make that

statement in connection with what is now thought of as chain bank-
ing, but I say it has all been discusSed and muddled up.
Mr. WiNoo. It is hardly worth the time to discuss that any fur-

ther on account of the limited time. I am afraid we have made the
confusion worse than we found it—I mean that I have, not you.
Now, what is to prevent one of your national banks—that is, a

constituent bank—from doing this: The national-bank examiner
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comes in and examines it and says, "Here is sonic paper that I
not think ought to be in here; you will have to take this paper out.

We will take, for illustration, these two banks that you have in
Potter County, S. Dak., at Gettysburg; one is the First National Bank
and the other the Potter County Bank.
Mr. WAKEFIELD. They have been consolidated.

teMr. Wirmo. All right; use them as illustrative. One is a S ts
bank and the other a national bank, and we will assume that they
are still in existence. While they are still in existence, the national-
bank examiner comes into the First National Bank of Gettysburg", 
says, "You have to take this paper out of here." They say, "I"'
right." Then they will step across the street to the Potter County

Bank and say to them, "We have got to get rid of this "—
Mr. WAKEFIELD. But the Potter County Bank won't take it.
Mr. WINGO. Then within, a week or 10 days along comes a State

bank examiner, and he goes into the Potter County Bank and sari,
"You have some paper here you have got to get rid of." So till till
will then again step across the street and pass it over into the First

National Bank. is
Is there anything to prevent that under existing law? -of
Mr. WAKEFIELD. Not under the law; but the thing that would pre- it ,

vent it would be the directors of the Potter County Bank; tbeY,
would not receive it from the other bank, in my opinion, and wilt'
I have said before is this, that I think that if a group bank system
is operated and it has national banks, that that fact ought to author-

ize the comptroller to make examinations of any bank that it owns,
State or national. ti,i
Mr. WINGO. In other words, you are getting into this situatil

with your banks: You have practically the same set-up as a Feder frl
reserve bank. Now, that Federal reserve bank, under the law, 11 tic.
a 'light to check up on the member bank, even if it is a State bank fo
Mr. WAKEFIELD. Yes. .
Mr. WINGO. If group banking is to continue, such as yours, (I°

you think in any legislation we may enact there should be sortie
restrictive legislation? I can conceive of occasions arising where 1.!
man will say that the national bank examiner does not understann
the situation and where a State bank examiner will say the thing ,is
perfectly right and that the national bank examiner is wrong; 111 ha
other words, you might have something else besides improper Prae; ba
tices, and, in order to protect the system, do you think there shoulu is
be some restrictive legislation? an
Mr. WAKEFIELD. I think there should be authority given to tile ba

comptroller's office to exaniine every unit of any group operated, be
regardless of whether it is State or national. ax
Sir. WINGO. The question has been asked: How would Congress be as

able to say that a State bank must submit to that examination? at
Mr. WAKEFIELD. I do not know, but I have an idea that if we ou

are operating a group with members of the Federal reserve syste 13 gc
in that group, that fact in itself could be a basis for requiring the of
privilege of an examination. You understand we always pay for
the examinations, anyway. Ita
Mr. 1VrNao. In asking that question—the question was suggested be

to me—the thought occurred to me that we could find some w3Y" as

]
to

3'0
dy
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One way would be that we could provide that no national bank
could belong to a group system whose stock is held by a corporation
that did not agree to submit to an examination by the comptroller,
or by our taxing power, or the use of the mails. There are many
different ways we could use to make it effective. If all these differ-
*nt constituent. banks of yours were national banks, of course, that
question would be obviated, would it not?
Mr. WAKEFIELD. Yes.
Now, if trade area or Federal reserve district branch banking

Were permitted for your territory, the probabilities are that you
Would transform your system into a branch bank system, would
you not?
Mr. WAKEFIELD. I think we would be obliged to.
Mr. WINGO. You could not avoid it, could you?
Mr. WAKEFIELD. Not within a reasonable time.
Mr. WI/quo. In the first place, it would be to your advantage from

the standpoint of economic operation?
Mr. WAKEFIELD. I think it would. The only thing I have in mind

IS that until the time comes when the public is ready for that sort
'nf system, I would be a litttle bit concerned about trying to force
It on the various large communities.
Mr. Wnsmo. What I was trying to do was to detect the trend, and

I know of no way of getting the trend of business in any line than
to get the reaction of the leaders in that particular business. Now,
While I do not believe in anything except the independent unit banks,
I have gotten old enough to know I must face conditions and not
theories.
You feel, then, that the natural trend would be such that not only

from force of competitive necessity, but the very practical considera-
tion of economic administration would lead you gentlemen to trans-
form your system into kbranch-banking system?
Mr. WAKEFIELD. I think that is true.
Mr. WING°. Even if we do not change the law, is it or is it not

your opinion that the independent unit banks will continue to
dwindle, both in importance and number?
Mr. WAKEFIELD. In the small towns, I think they will.
Mr. WINGO. Take the larger towns; take the cities where they

have branch banking: Has not the experience been that the branch-
banking systems are eliminating the independent unit banks? First,
the decrease in the granting of charters to independent unit banks,

and then the competition has gradually caused independent unit
banks to sell out and become branches of a larger system, not always
because unfair methods are used—I am not trying to get into an
argument over that; I am simply discussing the natural trend and
assuming always proper methods are used—but I know in some in-
stances, without any effort made to drive an independent unit bank
out of the city, the directors and stockholders of the unit bank have
gotten together and concluded that they had better become a branch
of a larger bank.
For illustration, I understand the Riggs Bank here in this city

have taken over one or two unit banks in the city that afterwards
became branches. So the natural tendency in the city is to do that,
lib well as in the smaller towns?
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Mr. WAKEFIELD. Perhaps I can answer that by giving the history
of our own city. Our State now has a law prohibiting a bank oper-
ating in the State" of Minnesota, from operating branches, evea
within the city. A few years ae.0 that restriction did not exist.

There was no law to that effect. '-At that ime—I was not then con-
nected with the bank—our bank bought outlying banks and con-

verted them into branches. We have three operating to-day that

were established before the legislature passed the law prohibiting
further branches. To-day, we can not establish branches outside of
our main office, but in spite of that, the number of individual banks
in the city has steadily decreased. There are less now than there
have been at any time, and the interesting factor in connection with
that is this, that each year, some time during the year, Ive al!
waited upon by a delegation of citizens from some improvement
association or from some section of the town, with the request that
we put an office out there. They explain they have a growing trade
center and want banking facilities and ask us to put them thetv•
Of course we can not do it.
Mr. WI xuo. I want to get your reaction on the present trend of

banking organization, just assuming that we did not change the
law, but stood pat—to use an expres,4on I have heard used, some-
times: Take my State, for instance, that does not permit branel!
banking. We have some branches, but at the present time we do Jim
permit branch banks to be established. Nevertheless, there has beell
a gradual decrease in the Dumber of banks and in the importance el
those individual unit banks, and a growth in chain or group banking'
For illustration, I know of one group that, until recently was Oa;
trolled by one man mainly, a man of high character who commanded
the respect of the business world. A bank would get into trouble in a
small town. They knew he was president of, or through his business
associates, controlled banks, and so the citizens would wait on hiel
and say, " We wish you would take over this bank." In two or three
instances, they Appointed a committee, after the bank was closed, 0,
wait on him and ask him to take over the bank or become the head
of a reorganized bank.
The last time I made inquiry about that, the comptroller suggeate.,,

that in that group or chain, there were 55 banks. That has been bull'
up by that kind of process more than any desire of his to build UP
chain. His chief business has been insurance, but he has develuPeu
into this other.
Now, that natural trend in my State is further accentuated 

almost

week by week. I notice in my State where two banks in some of the
smaller communities—and that means outside of the four or five
cities, like Little Rock, Fort Smith, and Pine Bluff—there is a con-
solidation of t‘vo banks where perhaps both of them were apparently;

doing Very \veil, am! in some instances, I would hear it whispered
under cover that we had a consolidation of bank A and bank B
cause bank A got in bad shape and We took it over."
I find that process going on in my own State, and is not that the

natural trend in your section?
Mr. WAKEFIELD. Yes, sir: 811(1 the superintendent of banks of the

State of Minnesota has been privately and constantly advocating

the consolidation of banks and units into bigger units, in order that'
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the small units may be built up to a size that will enable them to go
ahead properly.
Mr. WINGO. They have reached that conclusion, but naturally these

'things have influenced it, such as changed conditions like par
change on on checks, and the elimination of exchange on remittances on
'checks that come in. There are many reasons why the banking busi-
ness has become not only less profitable, but, in some instances, al-
most impossible for them td make enough to pay their expenses.
Then, in other instances, there is the attraction of larger banks

offering greater facilities and better service which has taken their
business away from them by gradual accretions, so that they found
they could not longer exist.
Mr. WAKEFIELD. I think that comes primarily from the natural

development of the age and the country, and this fact being worked
Out: In the early days, in the past history of our territory, a small
bank could secure very high rates for money that they were loaning,
and gradually, as those people grew in size (that is the customers and
borrowers of those small banks) they discovered they could go on to
80me place else and borrow the money at the current market rates,
if their credit was substantial. So. I think the banking business gen-
erally is coming nearer to a uniform level of rates charged and Service
tendered, which means that unless there is a sufficient amount of com-
mercial banking business at a point, it can not justify or pay the
expenses of an organization at that point.
Mr. WING°. Then I have noticed this: It is not only true in my own

thstrict, but I have been told it is true in other sections of the coun-
try, that with the improved highways and motors, villages—and by
that I mean the great mass of smaller towns—in a large number of
instances are being destroyed by the people moving to the county
Seat, or the metropolis due to the fact that., with improved highways
'Ind motors, a point 25 miles away is nearer now than the local village
hank used to be formerly, 5 miles away.

r. WAKEFIELD. There is no question but that the east of transpor-
tation and the development of good roads has changed the habits of
!he people of the country. They now prefer to go to the place where
there is a good moving picture and where the stores are better and
tlifferent, rather than stop at the little village where they used to
transact. their business.

Al I. t NGO. es;Y I know that is true. I can meet at a moving-
Hue house in my town people who come there in cars from towns

that I know are 50 miles away—people that I know.
You have stated that if we did not pass any laws at all, that was

!he natural tendency and it meant the ultimate extension of these
!arge branch banks into the smaller towns. Suppose that we should
lielieve in the independent unit bank and would put a restraining
Order in the statute that would prevent the organization of any more
branch banks in the United States: What effect do you think that
Would have upon the maintenance of these independent unit banks in
these small towns?
Mr. WAKEFIELD. I am afraid that would result in a considerable

diversion of the banking business into the State systems, following
;thing the lines of the recommendation of our own superintendent of
1)anks, that the legislature authorize State banks, within certain
'ireas, to take care of the situation with branches.
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Mr. WI/coo. Suppose all the States followed the suit of the Fed-
eral Government: Do you think that business would be sufficiently
profitable to maintain small independent unit banks in the small
communities
Mr. WAKEFIELD. No, sir; I think you would force closings in those

towns.
Mr. WINGO. And that would force those people to go further to

get to an independent unit bank?
Mr. WAKEFIELD. Yes, sir; I think so.
Mr. WINoo. Now, some question was asked about your caPitajl

stock liability, but I believe you said, as far as you are concerneul
you are perfectly willing that there should be 100 per cent liability
on that stock.
Mr. WAKEFIELD. Yes, sir.
Mr. WINGO. But, as a matter of fact, the First Bank Stock Cor-

poration is liable under the law of your State to a 100 per cent assess-
ment on the stock of the constituent banks owned
Mr. WAKEFIELD. Yes, sir. It goes further than that. We would

not last a minute if we had an occasion where the liability in connee;
tion with that individual bank was greater than the capital stock 01
that bank, and we did not supply it. We would be out of business'
Mr. WING°. I do not believe I care to ask any further questions.

I thank you very much, Mr. Wakefield.
Mr. BUSBY. How many systems of group banking are there in

the ninth Federal reserve district?
Mr. WAKEFIELD. Of group banking?
Mr. BUSBY. Yes.
Mr. WAKEFIELD. I do not know just how to answer that. There

are, of course, the two—the Northwest Bancorporation and our-
selves—which are the large ones. There are others. For instance/
J. W. Black Co. are interested in a group of banks.
Mr. BUSBY. Of about how many?
Mr. WAKEFIELD. I think 10 or 12. I can not be accurate about that-

There are two or three cases where there are individuals who hal'e
a group of banks and are operating them. There is the Isaac 1111,i-
lett group. I forget how many banks he has. That has been 111
existence for many years.
Mr. Otto Bremmer, of St. Paul; I do not think he is a controlliq

stockholder, but he is a stockholder in a large number of banks ln
that territory.
Mr. BUSBY. How many in that group?
Mr. WAKEFIELD. About 75.
Mr. BUSBY. And the Hazlett organization has about how many
Mr. WAKEFIELD. Probably 10 or 15 banks in the Hazlett group.
Mr. BUSBY. And the First Bank Corporation has, I believe you

said, 91?
Mr. WAKEFIELD. Yes, sir.
Mr. BUSBY. And the Northwest Bancorporation
Mr. WAKEFIELD. I think they said they had 98.
Mr. BUSBY. Do you know how many banks are operating in the

ninth Federal reserve district?
Mr. WAKEFIELD. Two thousand two hundred and fifty.
Mr. BUSBY. Two thousand two hundred and fifty?
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MT. WAKEFIELD. Yes, sir.
Mr. BUSBY. So there are about 300 of those banks that are in the
oup system?
Mr. WAKEFIELD. I think that would be about right.
Mr. BUSBY. What is the attitude of the independent banks and
ankers toward your group system in the territory in which you
perate in competition with them?
Mr. WAKEFIELD. We have at the present time practically—well, I
ould say there was 60 per cent of those banks that are ihdependent

banks who are customers of the First National Bank of St. Paul and
the First National Bank of Minneapolis. They are our friends and

• Customers.
Mr. BUSBY. Customers to what extent and in what sense?
Mr. WAKEFIELD. They carry deposits with us and transact their

t business with us.
Mr. BUSBY. Does that mean that you have amicable leaningsto
ward them and their business operations and that you are ready to

cooperate and coordinate your efforts where there is need of assist-
rice for them on your part?
Mr. WAKEFIELD. Always. Every year we loan those banks large
mounts of money.
Mr. Bushy. Of those independent banks—you say 60 per cent are

Your customers—
Mr. WAKEFIELD. And the other 40 per cent, of course, there is a

duplication in that 60 per cent. Some do business with the North-
Western National Bank in addition to doing business with our two
banks.
Mr. Bushy. How about the other banks that are not customers

of yours? .
Mr. WAKEFIELD. They are all customers of ours, or of the other

groups.
Mr. BUSBY. All of the 1,950 that are not in your systems are the

ustomers of your systems, and therefore somewhat dependent on
Your systems for banking assistance in times of need?
Mr. WAKEFIELD. The Twin Cities banks have been the depositories
the banks in the ninth Federal reserve district for many years.
Mr. BUSBY. Now, what is the Twin Cities bank?
Mr. WAKEFIELD. The Twin Cities banks—they are the banks lo-
ted in Minneapolis and St. Paul.
Mr. BUSBY. You do not mean individual banks?
Mr. WAKEFIELD. Yes.
Mr. BUSBY. What are the names of the individual banks?
Mr. WAKEFIELD. Well, there is the First National Bank of Mimic.
-ohs, the Northwestern National Bank of Minneapolis, the Mid-
midNational Bank of Minneapolis, the Metropolitan National Bank
f Minneapolis, and the Marquette National Bank of Minneapolis.
In St. Paul they have the First National, the American National,
e Empire National—I can not remember them all.
Mr. BUSBY. That is sufficient to- illustrate. You mean to say, in

Other words, that St. Paul and Minneapolis are the banking centers
for the ninth Federal reserve district and to those centers all the
banks of that district come for banking contact?
Mr. WAKEFIELD. That is right.
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Mr. BUSBY. Since you have organized these two very powerful.

-extensive and active groups of banks under the holding corpora:
lions, St. Paul and M inneapolis are even more the centers of financial

operations in that district ?
Mr. WAKEFIELD. It is probably accentuated to some extent. They

have always been centers, however.
Mr. BUSBY. Is there not considerable dependence on your and the

other banking groups—more than there was before?
Mr. WAKEFIELD. No; but there is just as much. 'When one of those

banks in the country needs help, they come straight to us.
Mr. BUSBY. They feel you are operating in the banking field as a

friend to the other banks, as well as to secure business and make
profits out of your enterprise?
Mr. 'WAKEFIELD. Our relations, as far as I know them, with those

customer banks are cordial and are as complete as always.
Here is an instance that occurred the other. day. There was a

farmers and merchants bank in Winette, in the oil district in Mort
tana. They came to us a while ago and talked about joining up wit"
us. That negotiation was not completed, and the bank closed. Aft'
it closed, the stockholders and depositors that represented the whn'e,
group of Winette, met and prepared a petition which was printeo
in the. Winette paper, a copy of which I have here, in which they,

petitioned the First Bank Stock Corporation to come out there, anci
they said that they, as individuals, would raise whatever money wills
required to pay out the poor paper in the bank, if we will come aa"
organize and open a bank there.
Mr. BUSBY. What was their purpose in doing that? pritMr. "WAKEFIELD. It is pretty well described in this statem—

[exhibiting].
Mr. BUSBY. In a few words—
Mr. WAKEFIELD. They describe their location, the fact, that the

nearest bank east is 98 miles and the nearest bank west. is 26 milesi!
that it is the county seat, and they feel they ought to have a ban"
there.
Mr. BUSBY. They have no hope of getting a return of their stock

in other words, they have lost money?
Mr. 'WAKEFIELD. They, as citizens of the town, are willing to PI

A

up the money to get us in there.
Mr. Rusin'. It is more of local business pride than the advantage

they may derive?
Mr. WAKEFIELD. Yes, sir.
Mr. BUSBY. Ill establishing a bank there, you assume no responsi-

bility whatever for any errors committed in the banking operations
at that plaCe ?
Mr. WAKEFIELD. That process would have to be this: It

mean you would have to organize a new bank and take over 1111
assets as acceptable and assume the deposit liabilities of the old bank.
Mr. BUSBY. You described your stock operations yesterday in

regard to organizing your holding company. If I remember eorj
rectly, you stated you had $22,000,000 in aasets and you exchange"
that for $30,000,000 in stock in the holding company.

MI'. WAKEFIELD. Yes, sir.
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Mr. BUSBY. What did the $8,000,000 difference between the
$22,000,000 as assets and the $30,000,000 in stock, represent?
' Mr. WAKEFIELD. It represented a situation like this—at that time
if you owned 1 share of First National Bank stock, you could sell
it for $220.
Mr. Busily. Yes.
Mr. WAKEFIELD. We had no desire to attempt to capitalize the

holding company to take over the stock at its then market value,
because we felt if the holding company took it over it should show
at an appreciated value in the holding company's stock. So we fig-
tired a basis which seemed fair and agreeable of $100 of the stock of
the holding company for each share of the stock of the bank.
Mr. Busny. As a matter of fact, the four shares in .the holding

tompany were worth on the market more than $100?
Mr. WAKEFIELD. Yes; at that time the market put them up equal

to the bank stock—practically $55 a share.
Mr. Busily. $220 for the four shares?
Mr. WAKEFIELD. Yes, sir.
Mr. Busny. What did the $8,000,000 represent?
Mr. WAKEFIELD. Capital value in the set-up. It is not a matter

that you can figure any way you want to.
Mr. BUSBY. Is not this the situation: You fellows were setting up

the holding company and determining the size of shares and par
'values and the exchcange ratios, and the $8,000,000 represented a
inargin of safety more than anything else, did it not?
Mr. WAKEFIELD. No; that thought never came in. I know how it

Was done. It represented delivering shares of the stock in the hold-
ing company which would be an equivalent to the thing that the
fellow owned before he got it.
Mr. Busny. At the time you gave the figures I figured that the

actual market value of the four shares of the holding company's
stock you would receive would just about equal the market value of
Your bank stock, per share, and that the $8,000,000 was what we
'would commonly term

Mr. 'WAKEFIELD. All right. The market value 
Mr. BUSBY. What do you say about that feature of it, before we

leave the $8,000,000?.
Mr. WAKEFIELD. We do not regard it as water. It is done 
Mr. BUSBY. I understand how it was done, but water in a stock

transaction represents an issue back of which is no economic value or
back of which you have no assets, or to represent which you have no
assets.

MI'. WAKEFIELD. Watered stock, as the term is used, has usually
represented a set-up of stock that has been sold at a price which
included the water. In this case it was not sold to the public. It
'was given to the people who owned the stock originally. You might
say that $220 a share for the First National Batik stock would have
a lot of water in it.
Mr. Busny. No.
.Mr. WAKEFIELD. That $8,000,000 represented good will and earn-

ing.power of that bank.
Mr. I3usny. That is the most substantial basis on which von could

Put it.



1002 BRANCH, CHAIN, AND GROUP BANKING

Mr. WAKEFIELD. That is the sound basis.
Mr. BUSBY. Did you assign that basis to it when you issued it!
Mr. WAKEFIELD. That was the basis—earnings, capital assets, good

will and prospects of that bank, and deposits.
Mr. BUSBY. Outside of good will, you had collected in stock of

equal value to the amount that you had involved in your banks?
Mr. WAKEFIELD. Collected what?
Mr. BUSBY. In getting stock in your holding company of equ_ial

value for all of the assets you had in your banks, outside of the go'
name of the bank.
Mr. 'WAKEFIELD. Let us get this picture in this way: You are all

individual and you want to buy some stock 
Mr. BUSBY. Pardon me just a moment. I can not examine you

if you insist on directing questions to me all of the time.
Mr. WAKEFIELD. I am making a statement to you. I am an indi;

vidual and want to buy some stock in the First National Bank ca
Minneapolis. I pay $200 a share for it because I believe it is worth
it. I have bought it at a price which includes the future prospect
and earning power and good will of that bank, have I not?
When we set up our holding company, we did not do that literallYi

because we did not want a capitalization that represented any 5ue!1,
market price. We believed the market price was higher than 1'
should be. We capitalized it down close to the asset value, giVing
consideration to all those things.
Mr. BUSBY. Take the original question: If the $8,000,000 repre-

sented your good name largely, you still had that in your old banking

institutions, did you not?
Mr. WAKEFIELD. Yes.; and have it yet.
Mr. BUSBY. There was no necessity of paying the holding co111-

pany, because you set up a holding company, or taking any shares,
of the holding company you set up because your bank had a goo'
name in the banking field, was there?
Mr. WAKEFIELD. Well, now 
Mr. BUSBY. Bllt you do not. answer my question. You insist on

explaining something else. If you were in a court, there would 11,
objection to your answer and you would be directed to answer
or "no' .
Mr. WAKEFIELD. You do not ask questions that I can answer "3r.

or " no " to. You ask me questions to which I object to saying

" yes " or "no." I can not say " yes " and—
Mr. BUSBY. Then you can say no."
Mr. WAKEFIELD. And I do not want to say " no," because that

would not be correct.
Mr. BUSBY. Then, we will quit.

I. WAKEFIELD. Let toe explain this to you: In our stock transac-
tion the stock went to the stockholders of the bank. There was
nothing involved except an exchange of stock.
Mr. BUSBY. And the bank remained as it was?
Mr. WAKEFIELD. Yes, sir.
Mr. BUSBY. And it took the same good name it had?
Mr. WAKEFIELD. Yes, sir.
Mr. BUSBY. And continued practically uninterrupted, as if no hold-

ing company had been organized?
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Mr. WAKEFIELD. Yes, sir.
Mr. BUSBY. That being the case, I can not see the reason for

extending to the persons who had formerly owned the bank stock
that had turned it over to a holding corporation—I can not see the
advantage of giving those same persons $8,000,000 in shares of the
holding corporation, when all the shares of the holding corporation
had been paid for by the bank stocks, dollar for dollar.
Mr. WAKEFIELD. All right. In no case where we have taken over a

bank, even though it was a bank that was, as some one suggested yes-
terday, given to us, have we failed to recognize in the price paid for
that bank a percentage value of the deposits of the bank. If that
Was recognized in the deposits of the bank in Minneapolis, it would
have almost covered the 88,000,000.
Mr. Busay. What did the holders of the bank stock give for the

$8z _000,000 ?
Mr. WAKEFIELD. They gave their stock in the First National

Bank, which they could have sold for twice that amount.
Mr. BUSBY. Well, they got twice that amount. They got

$22,000,000.
Mr. WAKEFIELD. No; they got stock in the holding company.
Mr. BUSBY. In the holding corporation?
Mr. WAKEFIELD. Yes.
Mr. BUSBY. I see why you fellows are good bankers. Now, you

Say those banks out there can not make money where they are
operating as individual banks?
Mr. WAKEFIELD. It is becoming more difficult for them under

Present conditions.
Mr. BUSBY. Why can't they?
Mr. WAKEFIELD. Well, there is a point—in order to operate a

bank you have to have a capital structure which is set by law;
how much that shall be. You have to have vaults, a place to do
business and have to have a group of officers.
Mr. BUSBY. Yes; I know that.
Mr. WAKEFIELD. And you have to pay taxes on that capitaliza-

tion. Unless that bank is at a point where the deposits are particu-
larly large so that they can earn all those costs and a return on the
investment and a sufficient margin to cover losses, they can not
Operate successfully.
Mr. BUSBY. Well, a bank with $500,000 in deposits is not an

Unusual bank, is it?
Mr. WAKEFIELD. If you were here all the time, you heard me tell

about a lot that were very much less.
Mr. Busily. In my section, banks with $25,000 and $50,000 capital

frequently. have $750,000 in deposits.
Mr. WAKEFIELD. That is not true in our section.
Mr. BUSBY. That is not so?
Mr. WAKEFIELD. No.
Mr. BUSBY. And yet there is all that money described by the gen-

tleman who represented the Northwest Bancorporation as being in
the country and lying out in hidden places, available for them if they
have a bank in which people have confidence.
Mr. WAKEFIELD. That is what we are trying to do, get that money.
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Mr. BUSBY'. Don't you think that the bank failures in that section
of the country are due to the deflation in land and agricultural com-
modity values?
Mr. WAKEFIELD. That has been an important factor, but it has

been accompanied by a change in conditions and a change in banking
trend that has taken place.
Mr. BUSBY. A few days ago I checked over the report of the comp-

troller—Mr. Pole—am! I found that in nine of the States lying 111,
the Central Northwest section, comprising about 141/3 per cent °I
the population, you had 56.2 per cent of the bank failures of the
country, or 561/5 per cent of the 4,925 banks that failed between
1921 and 1929.
Do you know, as a resident of that section, that the securities taken

by the banks—such as lands, livestock, wheat, and other agricultural
products—have practically ceased to be a safe form of security or
collateral to offer for loans?
Mr. WAKEFIELD. No, sir; that form of securities and the deflation

of the agricultural situation was an important factor in closm.g
banks. There is no question about that. But this type of security Is
taken and being taken to-day in a manner perfectly sound and safe,
and is the best security you can get on earth.
Mr. BUSBY. If your banking system had gone into this same lie'd

in 1921 and remained there through this inflated period, don't you
think it would have been seriously crippled, even though it had the

judgment of men behind it that your corporation has behind it?
Mr. WAKEFIELD. No, sir; I do not. I know of any number Of In-

stances where men ran banks in that territory side by side with others
that failed.
Mr. BUSBY. What would have been your policy toward making

loans—what do you think would have saved those banks?.
Mr. WAKEFIELD. An intelligent basis of credit.
Mr. BUSBY. You would have refused credit to some that the other

banks extended credit to?
Mr. WAKEFIELD. I think I would not have made loans the same

way.
Mr. BUSBY. Mr. Young, Governor of the Federal reserve syste1.4

stated that if many of those banks had applied for membership In
the Federal reserve system in 1917 and 1918, that he estimated as
many as 2,500 banks that later failed would have been taken into the
Federal reserve system on what they understood about them and
about judging bank's assets at that time.
Mr. WAKEFIELD. I do not think that—
Mr. Busily. You have understood better than that?
Mr. WAKEFIELD. I think that is probably true; but remember, the

basis upon which a bank might become a member of the Federal
reserve system at the time be described was on the condition of the*
assets as of that time.
Mr. BUSBY. Do you not think that, with all of the bank crashes

and the financial upheavals that have come about in the last few
years, including the recent stock-market crash, you are exceedinglY
opportune in coming forward with your group-banking system at
this time; so much so that you can put it over better now than at
any time prior to this, and you will be better able to put it over now
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than when things have gotten back to a normal basis? Do you not
think that is the situation?
, Mr. WAKEFIELD. That is partly true; yes. There is no question
but what there is a change in sentiment based upon this fact, that
the thing that the public wants in our territory is banking facilities
HI which they have confidence and which they believe will take care
of them in a proper banking way.
Mr. BUSBY. I am going to get through in a little bit. Why is it

that your bank can thrive and make money with other banks are
failing? After all, that is the thing we are trying to find out.
Mr. WAKEFIELD. I think, as Mr. Decker said—and I would like to

repeat—there are two factors involved in that, and one is man-
agement.
Mr. BUSBY. You have to have something to manage. What I am

talking about is the concrete application of your business principles
to instances.
Mr. WAKEFIELD. I know of no occasion in our territory where it

has failed.
Mr. BUSBY. What is so different in your case that the other banks

ean not get hold of?
Mr. WAKEFIELD. Nothing.
Mr. &Km Can you give us a detailed explanation of how you

get dividends on the things that they handle but out of which they
can not get dividends?
Mr. WAKEFIELD. A large part of the difficulty is based on the

ability of the community in which the bank is located to furnish the
-business to make it a success.
Mr. BUSBY. I agree that if a bank is located in a place where there

ls no business it can not thrive.
Mr. WAKEFIELD. Yes; and you must remember that there has been
great shift in business.
Mr. BUSBY. How much dividends does your holding corporation

Pap
MY. WAKEFIELD. One dollar per share.
Mr. Busily. Is that dollar rate a fixed amount?
Mr. WAKEFIELD. It is always determined by the board of directors,

based upon the earnings of the bank.
Mr. BUSBY. Are all your dividends declared through your holding

corporation?
Mr. 'WAKEFIELD. Yes, sir. The • banks individually declare the

ividends, and they declare that dividend to its stockholder, which
Is the First Bank Stock Corporation. It is from the receipt of those
dividends that the corporation pays its dividends.
Mr. Busnv. What becomes of the remainder of the dividends from

those banks?
Mr. WAKEFIELD. It is put into the reserve of the banks.
Mr. BUSBY. Your system has not existed long enough to build up

satisfactory reserves in these group banks in every instance?
Mr. WAKEFIELD. No; some banks have not been permitted to pay

Rily_dividends. They have held all earnings in order to build it up.
, Mr. BUSBY. They get a dividend on the holding-company stock.
JUst as the more prosperous banks get?
Mr. WAKEFIELD. The stockholders do.
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Mr. BUSBY. What is the best dividend that could be paid if all
earnings were declared and none were passed to surplus?
Mr. WAKEFIELD. That would always be a fluctuating amount.

Based upon the experience of the last year—that is, giving credit to

each individual unit for its earnings for the year—the total earnings
of the group were $7,300,0001 approximately, and the payment in
dividends was $3,000,000—equivalent to $2.41 a share as the average
gross earnings of the institution.
Mr. BUSBY. If you run along for a few years, and have the same

success you have had, you will be able to increase your dividend
payments on your holding company stock quite materially, will you
not?
Mr. WAKEFIELD. We should be able to do that if we can maintain

those earnings.
Mr. BUSBY. I notice that quite a number of you gentlemen wh°

are directors in the holding corporation are directors in the sub-
sidiaries of that organization.
Mr. WAKEFIELD. Not bank subsidiaries.
Mr. BUSBY. I mean your trust companies.
Mr. WAKEFIELD. We have a trust company operated in Minneapolis.

Mr. BUSBY. I notice some of them are presidents of railroads and
directors.
Mr. WAKEFIELD. That is true.
Mr. Busily. Now, is it not a fact that your financing corporation

will be more lenient toward an application for financing from some
of its subsidiaries, than from outsiders?
Mr. WAKEFIELD. What do you mean 
Mr. BUSBY. For instance, if a railroad wants to borrow money
Mr. WAKEFIELD. I wish we could make some of those railroads

apply to us. They do not do it.
Mr. BUSBY. Where do they put their bonds or stocks?
Mr. WAKEFIELD. In New York and Chicago.
Mr. BUSBY. You fellows are too careful, I imagine, for them.
Mr. WAKEFIELD. We would like to get it, but those are old associa-

tions, and we can not get them.
Mr. BUSBY. A man who wants credit looks out for himself—that

is what you stated, is it not?
Mr. WAKEFIELD. I said he usually gets credit according to the

justification for his receiving credit.
Mr. BUSBY. Do you not think credit is very uncertain as to vill°t°

it will favor?
Mr. WAKEFIELD. It is my experience that credit favors the fel-

low 
Mr. BUSBY. Have you not heard the proverbial expression that

a fellow takes his hat in his hand and goes out to borrow moneY t°
meet his obligations?
We saw a man going through here the other day from an Okla-

homa bank to New York hunting finances, and I think we fin
• 

d toe°
doing that all the time, trying to get money, where they have plenty

of assets.
Mr. WAKEFIELD. They always get it, do they not?
Mr. BUSBY. Well, I have not seen them all, but I do not thin.k,

so. Do you have any suggestions in regard to the thought that crecla

is inclined to come together and form a monopoly?
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Mr. WAKEFIELD. It is my honest opinion that credit is the last
thing in the world that any one in the world will get a monopoly
on.
Mr. BUSBY. The New York Times, a few days ago, published a

list of 12 banks in the world, 5 in the United States and 3 in
New York, that had combined assets of more than $20.000,000,000,
Which is a fourth more than all the gold and silver in the world.
DO you call it credit combining, where banks 
Mr. WAKEFIELD. Why. the Chase National Bank, of New York,

has total assets to-day amounting to twice the total resources of our
entire Federal reserve district.
Mr. Busny. I understand it is about $3,000,000,000.
Mr. WAKEFIELD. But that is not a monopoly of credit, although

it furnishes very acute competition.
Mr. Busny. Bringing all of the. batiks that are embraced in this

Chase National Bank together, in forming that gigantic merger —
is not that a combination of credit?.
Mr. WAKEFIELD. Well, yes: it is.
Mr. Busny. If you get enough combinations like that together,

SO that you would have a combination representing thirty-five or
forty billion dollars of banking credit, would you not be approach-
ing a monopoly?
Mr. WAKEFIELD. Yes; if you could do that, but it would not exist

for more than about two weeks.
Mr. BUSBY. Is there any law preventing that?
Mr. WAKEFIELD. I do not know that there is.
Mr. Busily. Do you not think there ought to be a law to prevent

1 that?
Mr. WAKEFIELD. No.
Mr. BUSBY. Do you not think if they continued to bring in the

biggest banks and then bring together still bigger banks, that it will
become dangerous? .
Mr. WAKEFIELD. They will have an unending job on their hands.
Mr. Bustrr. Do you not think there is a limit to the credit to be

issued in a country where the total assets of the country are limited
to $300,000,000,000?
Mr. WAKEFIELD. I do not think there is a way to do that.
Mr. BrADY. Do you think there could be any more credit possible

than would bear a proper relation to the assets of the country?
Mr. WAKEFIELD. I do not think there i any way in which anyone

Can ever go to work and put a ring around the credit of this country..
Mr. Busny. Do von know anything of the rumors in the banking

World to the effect that certain South American countries came to big
New York banks negotiating loans and had to pay individuals, who
!poke for those countries, securing the loans, millions in commiasions
In order to get a hearing at the hands of the bankers?
Mr. WAKEFIELD. I know that there are in New York various groups.

that are constantly in keen competition for financing of that type.
Mr. BUSBY. That is not my question at all.
Mr. WAKEFIELD. Well, I do not know. I never heard of it.
Mr. BUSBY. Do you not know that it is rumored that one of the-

South American countries came to New York and borrowed $40,000,-
1G0136-30—voi. 1 pi. 8---15
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000 and a certain gentleman who negotiated that loan, kept $12,0001-
000 of it that the South American country never did get and never

will get, for commmissions for handling the big loan of the South
American country?
Mr. WAKEFIELD. I have been in the bond business and business

relating to it a great many years and it sounds almost impossible.
Mr. BUSBY. You never heard Of it?
Mr. WAKEFIELD. No, sir.
Mr. BusnY. Do you not think that if these trust subsidiaries were

taken away from your holding company, that one of its chief sources
of income would be cut off?
Mr. WAKEFIELD. No.
Mr. BUSBY. You heard Mr. Decker tell about making $2,800,000 bY

a stock manipulation within his own Northwest Bancorporation--
selling it to an underwriting'syndicate and then proposing to buy
back at about $3,000,000 less than they sold it for, because he saw
he put over a good piece of merchandising?
Mr. 'WAKEFIELD. That was a perfectly proper and regular busi-

ness transaction.
Mr. BUSBY. Do you think banks should be tied up with an organ-

ization that puts that over?
Mr. 'WAKEFIELD. There were no banks connected with it. The

underwriters of that stock agreed to underwrite 150,000 shares'
They agreed to underwrite 150,000 shares of that stock, which wal
offered to the stockholders at $72 a share. and, on the proportion '01
that stock which they were obliged to take and pay for, they Were
supposed to get at $70. That was $2 a share commission for assuni-
ing the responsibility of underwriting.
Mr. BUSBY. Assuming the responsibility is what I am getting at"
Mr. WAKEFIELD. They assumed that responsibility and those un-

derwriters lost the difference between $54 and $70 a share, whicl!
they paid for it. But the corporation itself, had no thought excePL
the thought of selling its capital stock. .
Mr. BITABY. Under former banking practices and the purposes Of

banking. that kind of transaction was entirely outlawed, was it not'
Mr. WAKEFIELD. Never. It was never—there was never a tini,e,

when it was not perfectly legitimate for banks, or anyone else. I'
our bank wanted to increase its capital stock, there would not be
anything wrong with it, or unusual.
Mr. Busily. Do you not feel that that type of business is 1111-

desirable?
Mr. WAKEFIELD. Not that type; that type is all right.
Mr. Wiwoo. I am not sure about this and possibly those vih°

read the record may not be sure. As I understand, these under."
writers, while, in this particular case they suffered a loss, if their
judgment had been sustained, they would have made a profit?
Mr. WAKEFIELD. Yes; of $2 a share.
Mr. WINGO. In other words, their faith in the future price of

that stock proved to be unfounded?
Mr. WAKEFIELD. That always happens in the underwriting busi‘

ness. You can not guess right always.
Mr. WING°. This was a customary underwriting transaction?
MI'. WAKEFIELD. Yes, sir.

in

bi
to

ic

er,
21,
re:
vo

th;
de

be
hel
tio

thi
dit

\V(



I.

Ii

t,

BRANCH, CHAIN, AND GROUP BANKING 1009

Mr. 13usBY. I want to .ask you what those same .underwriting
organizations do with that stock in placing it on the market?
Mr. WAKEFIELD. In this case they sold it and took their loss.
Mr. BUSBY. What was their purpose to do with it?
Mr. WAKEFIELD. The purpose was to sell it and make the differ-

ence in the price at which it was bought and the price at which it was
sold.

I Mr. BUSBY. Was it listed on the Chicago and New York
exchanges?
Mr. WAKEFIELD. Yes, sir; it was.
Mr. Busily. And the people did not take it?
Mr. WAKEFIELD. No, sir; because the market went off.
Mr. Busny. What do you think about the idea ultimately, through

the World Bank for International Settlement*, of there growing up
a superfinancial organization that will not only control credits in
foreign countries but in America?
Mr. WINGO. You are going to infringe on Mr. McFadden's

copyright.
Mr. WAKEFIELD. That is beyond my
Mr. Busily. What is your idea of the original reparation bonds,

to the amount of $300,000,000 that are to be taken over by the Bank
of International Settlements

' 
being placed on the market of this

country through the New York banks, and subscribed by the
American reople?
Mr. WAKEFIELD. • I am not well enough informed as to the set-up

and what is going to be offered, to make any expression.
Mr. BUSBY. What do you think of the Federal reserve banks buy-

ing Government bonds and bankers bills in sufficient quantity to force
credit. unasked for, into the banking field of more than half a
billion dollars, within the last 30 (lays? Do you think that is a thing
lo be desired now, when money is easy and no one wants money?
Mr. WAKEFymn. I am not familiar with just what the Federal

reserve has done, but I am a great believer in the Federal reserve

Mr. I3usnY. So am I: but do you think we need a great amount of
credit thrown on the market when money on call is around 2 and
21/2 per cent; when it is so easy nobody cares for it, and the Federal
reserve forces it on the banking institutions of the country and in
competition with them for the business that is available in these
depressed times?
Mr. WAKEFIELD. I do not know. It may be entirely justified. If

that would act as a means of stimulating business, it may be very
"hirable. You are getting out beyond my depth.
Mr. BUSBY. I am afraid I am not. I am afraid I am getting out

beyond where yoti want to go. Do you not think it would be a very
helpful factor in the disposition of $300,000,000 of German repara-
tion bonds, if there was a lot of easy mons), when they arrived here?
Mr. 'WAKEFIELD. Yes; I presume so. I do not think that we in

this country can completely disassociate ourselves with world con-
ditions any more.
Mr. Busily. I understand. This is a sort of winding up swing

IVe have been talking about everything else, and I thought we
'night as well take a crack at that.
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Mr. FORT. I have just a few questions I should like to ask you in
connection with matters that have been brought up since I ques-
tioned you.
In regard to the question of the propriety of your institution, the

First Bank Stock Corporation, borrowing, it might happen in some
stage of the game when banking conditions were particularly dis-
turbed that you might have to borrow on your assets through your
inability to sell further amounts of your own stock in order to

get cash to protect some bank?
. Mr. WAKEFIELD. Yes, sir.
Mr. FORT. Banks are permitted to borrow on collateral. are they

not?
Mr. WAKEFIELD. Yes, sir.
Mr. FORT. There is no distinction between what you can do and fl

bank can do, under the law?
Mr. WAKEFIELD. That is true. The question was whether we should

borrow to buy stocks on margin.
Mr. FORT. Banks borrow to protect their investments by loans and

other methods at times?
Mr. WAKEFIELD. Yes, sir.
Mr. FORT. And they borrow from the Federal reserve bank very

frequently?
Mr. WAKEFIELD. Yes, sir.
Mr. FORT. Your purpose being to purchase bank stocks, you nnlY

be justified in some' instances in borrowing to make that purchase?
MT. WAKEFIELD. Yes, sir.
Mr. FORT. In some of these groups I see a reference to the p

centage of total outstanding stock owned by the corporation, wine'
runs, in some cases, up to 100 per cent?
Mr. WAKEFIELD. Yes, sir. 
Mr. FORT. That is impossible if your directors own qualifying

shares?
Mr. WAKEFIELD. We included the qualifying share as originallY

being in our possession.
Mr. FORT. In connection with Mr. Goldsborough's questioning t°-

day, I have looked back to your testimony of yesterday when I Was
questioning you on the power of your corporation to regain from

any director the stock you sold to him. You did not use exactly the
same language yesterday, namely, that it was a gentleman's agree:"
ment. You said that you had tried, with the best lawyers you cow°
get, to tie it up.
Mr. WAKEFIELD. But found it was impossible from a legal view"

point. You will find that in there somewhere.
Mr. FORT. You may have meant that, but that is not what you

said.
Mr. WAKEFIELD. I Said it somew
Mr. FORT. Not in the questions

here and the question and answer
read your answer.
They are required to buy; a man is

to qualify as a director, which he owns

here.
I asked you. I have the record,
you made are as follows: I Wilt

required to buy the number of shares

outright.
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Then I asked you:
He buys them through you?
Mr. WAKEFIELD. Yes.
Mr. Foal'. You would have to keep some string on them so that he can not

'resell them if he is out as a director, would you not?
Mr. WAKEFIELD. We try to.
Mr. FORT. I suppose you are advised as to whether that is strictly legal?
Mr. WAKEFIELD: Well, we have used good attorneys, I think.

Mr. WAKEFIELD. Then, read on further.
Mr. FORT. That is all.
Mr. WAKEFIELD. There is another place where I said something

:about that.
Mr. FORT. I did not happen to be in the room when that remark

Was made. I thought you should have a chance to amplify on that
if it is not exactly what you intended to say.
In your group, do you interchange information as between the

hanks for the passing of credit lines between individual borrowers?
Mr. WAKEFIELD. Yes.
Mr. FORT. That is for the purpose of checking up the borrower's

•own statement?
Mr. WAKEFIELD. Yes, sir.
Mr. FORT. Do you fix the total credit line for the entire group?
Mr. WAKEFIELD. In the purchase of commercial paper we do.
Mr. FORT. I think we talked yesterday concerning individual bor-

eowers who might want to borrow from local bank A and local
'bank 13 both. Assuming they were both members of the First Bank
Stock Corporation, would the First Bank Stock Corporation fix the
total credit line which might be extended to an individual by all
the banks in its group?
Mr. WAKEFIELD. I think we would. That has not come up, but,

T think, we should pass on what we will loan to different borrowers
through our banks.
Mr. Font. There was one question I asked Mr. Decker, but I find
(lid not ask you.
What is ,your judgment as to the desirability of uniformity of bank-

ing code. State and National?
Mr. 'WAKEFIELD. I think it would be beneficial.
Mr. Font. And that code should adhere to the stricter form of

liankinzlir regulations rather than the more lax?
Mr. WAKEFIELD. 'Yes, sir.
Mr. Font. And we would be justified, in your opinion, in such steps

41N we might take to endeavor to brim,- the entire banking system of
1 111, country up to the highest possible standard of sound banking?
Mr. WAKEFIELD. Yes. I would not want to say, offhand, that the

strictest form would be the better form, if that form would appear
unreasonable. If it was along national banking lines—
Mr. Font. One further question in reference to your cross-examina-

tion on the basis of your organization's exchange of stock: It would
be absolutely true, would it not, if you took simply the asset.value--
that is, capital, surplus, and undivided profits, divided by the total
number of shares outstanding in each bank, and use that as the basis
of your stock exchange, you would be putting too high a price in some
eases, and too low a price in others, because of the total disregard of
the intangible, such as good will?
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Mr. WAKEFIELD. That is true.
Mr. FORT. SO, it is not water to include the good-will item, but it is

necessary in order to preserve an equitable adjustment of value as
between different banks?
Mr. WAKEFIELD. Yes, sir.
Mr. FORT. Suppose your First Bank Stock Corporation was organ-

ized on a nopar stock basis, the same purpose would be reached by
simply fixing the taking over of the other banks on the basis of so
many shares of nopar stock?
Mr. WAKEFIELD. That is true.
Mr. FORT. That is a modern method of capitalization in a great

many instances, is it not?
Mr. WAKEFIELD. Yes sir.
Mr. BUSBY. I want to remind you, apropos of my cross-examina-

tion, that you are making the statements and all you are getting from
the witness is " yes " or "no." When you put words in his mouth
he can answer " yes " or "no." But when I asked some questions
that required him to use the words he could not answer for me.
Mr. FORT. Well, you might call me the counsel for the defense'

[Laughter.]
On the distinction Mr. Wingo was asking you about between

and group banking, it has seemed to me that the word ‘ chain
implies interlocking links and that that means ownership by one,
bank itself of another bank, or ownership where the stock is locket!'
in loans in one bank to own another bank, rather than any system
ownership where either an individual or a group of individuals or!
corporationi as in your case, owns the stock, which we would ea"
group banking.
Is that the distinction you have in mind?
Mr. WAKEFIELD. That is the old common conception of grouP

banking, but I think there are some people who control banks -along
slightly different lines that we call group banks.
Mr. FORT. Namely, when the stock is owned by one bank in an-

other bank, or stock is owned by a group of individuals in more
than one bank, they borrowing from one to buy the other.
In your judgment is that type of chain banking either sound or

defensible
Mr. WAKEFIELD. I think it is very undesirable.
Mr. FORT. That is my own idea.
Mr. FENN. The committee will stand adjourned until Best

Tuesday.
(Whereupon, at 4.25 o'clock p. m., the committee adjourned t°

meet at 10.30 o'clock a. m., Tuesday, April 22, 1930.)
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APPENDIX

EXHIBIT A

THE DEMAND FOR PROFESSIONAL BANK MANAGEMENT

Address by J. W. Pole, Comptroller of the Currency, before The Ohio Bankers
Association at Columbus, Ohio, February 12, 1929

The last two decades have witnessed a remarkable development in the volume
11,•Ild In the variety of the banking business. Demands for financial services
unheard of by the last generation are now required to be met by banking
institutions. The old simple form of banking in which the banker relied almost
entirelY upon his personal knowledge of his customers is no longer adequate to
alset the present day situation.
, We need only refer to the history of banking in the State of Ohio for an
IllUstration. In the year ending June 30, 1908, there were 990 banks of all
classes in operation in this State. These had total aggregate resources of
bout $952,000,000. Twenty years later, for the year ending June 30, 1928.
nitl,t !re were 1,051 banks of all classes but with aggregate resources of $3,377.-
7000. Thus while the number of banks in the State of Ohio has remained
almost stationary the banking resources are nearly four times as great. This
tifleanS that the officers of these banks have had nearly four times as much
2181rIess thrust upon them as they had 20 years ago. Nor do these figures for
resources tell the whole story because they do not take into account the tre-l endous growth of the trust business now in the hands of these banks nor of
1.!),e investment securities which they buy for sale over their counters The
t.tite of Ohio may be taken as an index of the development of banking through-ant the United States, for here are represented every type of banking from
'nose banks situated in the outlying agricultural districts to those in the most

ngested commercial and indusrial centers.
,Twenty years is an extremely short time in the history of a State or a nation.
'me remarkable increase in growth of the banking business within that time
can be taken as an indication of the trend toward a future growth in even
F,I.'eater volume. Another 20 years should see the banking resources of this
Ntate exceed $12,000,000,000. It takes no gift of prophecy to make this pre-dict.
vi un• We are still a very young country and the full force of our economic,u
talitY has yet to be developed. Our population will greatly increase, our• ties become larger and larger and our rural population denser than it is

°Jay. There will be further expansions and intensifications of industrial
T'llvity. Our world commerce, already at imposing figures to-day, must be
Lvegarded as almost in its Infancy. The very economic necessity of the situ-
Ution will bring agriculture up to a higher point of efficiency. And any state-
'talent as to the future of transportation and communication must seem ex-
vr„av,agant beginning as we are with transportation by air at great speed over
8.1 distances and communication through the air by radio.

„ All of these developments will be reflected in the expansion of banking re-
for our banks are the handmaids of progress, supporting, sustaining.

qnd Serving in an essential capacity every forward economic movement.
There was a time in this country when almost any person of average Intelli-

tree could aspire to become a hanker without any special previous training.

`
,,,„inay be said that it was the original theory of the law that any group of
,.."Isens had a right to form a banking corporation. The old-fashioned banker
"M Primarily a custodian and a lender of money. If he possessed a naturalshrewdness of mind and a strong character he was likely to succeed. In the

al community he was the dominant financial figure. He had opportunities
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to make money outside of his banking business. He became financially inter-
ested in the local street car company, in the light and power company, in the
gas works, in the ice plant and in other such enterprises in which local capital
participated. These opportunities are also fast disappearing not only because
modern banking requires all of the energy and attention of the banker but
also because these local forms of public utilities are fast giving way before
the economy and efficiency of great central organizations operating through
local branches and there is no local financing. Some banks of this old type
still remain in existence but they must be regarded now as survivals of a
financial era which has passed.

Modern banking is a highly complicated and technical business, and it is
exemplified primarily by the city banks which have been compelled to meet
the varied financial demands of commerce and industry. It is in these com-
mercial centers that the competition in all lines of business is so keen as to
compel the utmost economy in operation and the most efficient management
control. Out of the experience of these city banks there has developed in the
United States a fairly definite opinion in financial circles as to what constitutes
sound banking. This standard of bank management has not been theoretically
arrived at by any manner of means. It has grown up through hard knocks
until finally the best method has been found to meet a given situation.
Let us pass briefly in review some of the principal features of modern bank-

ing. First let us take the loans and discounts. The old-fashioned character
loans have almost disappeared. This does not mean that character is not a
valuable asset in the transaction. It simply means we are no longer in the
pioneer stage of our civilization. We have reached a stable development where
the instrumentalities of credit are ample. Great emphasis now is laid upon
adequate credit information and analysis. Nothing is left to chance, guess-
work or favoritism. This credit information is often obtained as a result of
the most skillful scientific investigation, involving the study of plants, machin-
ery, cost accounting, estimates of future operations, financial history, personal
reports on management, personnel and the like. The bank must be in a posi-
tion not only to acquire but to comprehend and digest the most technical in-
formation and data concerning its customers. In this country where every
variety of business operation is carried on by corporations, the bank must be
generally familiar with corporate organization and management in the field of
production, manufacture, transportation, and distribution, for the simple reason
that it is to the banks that these corporations must turn for advice and
assistance in financing their operations. Commercial banking therefore re-
quires a fundamental knowledge of every process of commerce itself.
Now let us look at the business of buying and selling investment securities

by banks. This is largely a postwar development. It is well known that the
Liberty loan campaigns during the war served to educate the public at large
in making small investments in sound securities. The tremendous commercial
expansion in this country following the war has been financed in increasing
volume through the issuance of investment securities in which the general
public is invited to invest. It is natural that the banks should participate in
this development because their customers turn to them for advice.
The amendment in the McFadden Bank Act of 1927 has added impetus to

the movement to make the banks distributors of the best type of investment
securities. This means that the modern bank must be equipped with the proper
instrumentalities to deal with this new financial development. It imposes a
grave responsibility upon the banks which in turn requires them to create the
facilities for a comprehensive and accurate knowledge of the various issues
of securities which from time to time come upon the market. Not only must
they have adequate financial and statistical information with respect to each
issues but they must be in a position to interpret this information and to apply
it to the particular transaction in hand.
Turning now to the fiduciary operations of the modern bank we find a similar

growth and development. Within our own time we have seen the banks grad-
ually displace the old type of individual and personal trustee, executor, admin-
istrator, guardian, and custodian. It has become a function of banking to
administer the estates of deceased persons, many of which are of great magni-
tude. In addition, largely as a postwar development, there has been a most
remarkable growth in the creation of corporate trusts. For every issue of
securities for corporate financing, whether in the form of stocks, bonds, deben-
tures or notes, a bank is required to perform some ministerial or fiduciary func-
tion. The bank has thus become an essential factor in the procedure of cor-
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Porate finance and must act as trustee of bond and debenture issues and of
long-terra notes, as fiscal agent, as registrar, as transfer agent, as a participant
In underwriting syndicates, as depositary wider plans of reorganization, as
assignee and receiver, as custodian or trustee for investment trusts—in fact in
_ererY fiduciary capacity which may be required by the machinery of corporation
nuance.
The future of the trust business of banks in the United States would seem

to make it one of the most important phases of banking business. On the
Other hand its proper administration makes it absolutely necessary that the
bank equip itself with the most advanced facilities for discharging these
fiduciary responsibilities and obligations.
The impressive growth of trust service in the banking field is illustrated by

Considering the expansion in recent years of the fiduciary activities of banks
in the national banking system. The passage of the Federal reserve act made
Possible the further extension of corporate trust facilities to practically every
section of the Nation. Since February 25, 1915, when the first permit under
this law was issued to a national bank, hundreds of banks throughout the
United States have availed themselves of this opportunity to render additional
service to their communities, until to-day 2,400 national banks have trust
Powers, representing-31 per cent of the number and 73 per cent of the capital
of all banks in the national banking system. During 1928 these banks were
afiMlnistering 63,776 trusts, with individual trust assets aggregating more
than $3,000,000,000 and were acting as trustees for bond and note issues totaling
close to $8,000,000,000.
Compared with the year 1926, these figures represent an increase of 47

Per cent in the number of national banks administering trusts; an increase
of 145 per cent in the number of trusts being administered; an increase of
257 per cent in the volume of assets of individual trusts, while the bond and
aote issues outstanding for which these banks are acting as trustees aggregate
in amount four times that in 1926.
About one out of every three national banks has authority to administer

trusts, while in the State of Ohio 21 per cent of the number of national banks,
representing 65 per cent of all of the capital of the national banks in the
State are authorized to act in fiduciary capacities. Since 1926 the number of
trUsts being administered by these banks in Ohio has increased 52 per cent,
while the volume of note and bond issues for which they have been named to
net as trustees has doubled.
There is another phase of banking which has made remarkable strides within

the last few years and that is the savings department. The great increase in
Individual wealth affecting every class of our population has put before the
batiks of the country a potential opportunity to build up a large savings
business. Here again the bank must know how to cultivate habits of thrift
hi its community and to carry on extensively an intelligent campaign for sav-
ings deposits. That this is being done is evidenced by the remarkable increase
In the aggregate total in the savings deposits in the country year by year.
Taking the national banks alone, here in the State of Ohio these deposits
have grown from $20,700,000 in 1908 to $269,000,000 in 1928, being an increase
of over tenfold. There was an even greater increase in the State banks, al-
!hough I have not the exact figures. For the country at large the ratio of
thcrease is about the same as for the State of Ohio.
This brings me back to the subject of this address and that is that banking

In the future will be in the hands of professional management. (I am using
this term as opposed to amateur management.) This applies to banks of all
classes, whether city or small town because banking in its essence is the
same whether the population served be large or small. The very nature of
°2 11r economic life which expresses itself through corporate organ'zations and
in Mass production will naturally demand of the smaller banks the same
standards and type of banking services which have been demonstrated as
sound and efficient by the larger city banks.
While the need for a higher training is increasingly demanded for making

eennnercial loans upon the proper credit basis it is in the newer fields of
banking—the trust business and the securities business—where technical
training and specialized experience are emphatically the essential require-
ments for success. It is in these two fields that there is likely to be th.•
Politest future expansion in banking and those banks will maintain the
largest growth which equip themselves technically to meet this opportunity.
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It would be worse than useless for a bank to embark upon them with an
amateur management.
In general it must be said that old-fashioned business practices in banking

must give way to scientific methods in the acquisition and the formulation
of information, and in the application of the banking policies based thereon,
by men who have acquired what might be called a professional knowledge
of banking—a technical equipment to deal with method and policy.
I have in this address attempted to point out a practical condition which

is facing the banking business to which remedial measures must be applied.
I have also suggested the type of management personnel that will be necessary
whatever form the remedy may take but I have not attempted to go further
than that.
I may, however, say hi closing that the large number of bank failures

outside of the metropolitan centers during the past few years is an indica-
tion there are more banks than bankers. The scarcity of trained executives—
that is to say, executives with that degree of managerial ability required by
modern conditions—may be one of the underlying reasons for the rapid spread
of branch banking and group or chain banking ideas among bankers and
business men in this country. As the business of banking is growing at a more
rapid pace than executives are being developed to operate each unit bank
as a separate institution, it would seem to be an almost natural and logical
outcome that this scarcity of talent will lead to a more centralized form of
banking control.
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EXHIBIT B

BANKING AND THE NEW FINANCIAL ERA

(Address by Ji)110 W. Pole, Comptroller of the Currency, before the Maryland
I tii iihers' Association at Atlantic ( ity, N. J., May 23, 1929)

I. The Need For a National Banking System.
There are two fundamental reasons why a system of national banks is essen-

tial to the public welfare. First, commerce between the States is vested with
national interest and in order that it may be financed in an orderly manner

it is necessary that there be a uniform system of commercial banking with a
common standard under the direction and supervision of the Federal Govern-
ment. Second, and more important than the first, it is necessary for the Gov-
ernment of the United States to possess a governmental instrumentality of
finance in the form of a system of national banks in order that it may through
them in times of stress be able to enforce a national financial policy. Our own
financial history has conclusively demonstrated that the Federal Government
can not rely upon the voluntary cooperation of the State banks and trust com-
panies for the execution of a national policy. It may be instructive to pass
some of this history briefly in review.
At the very beginning of our national life the woeful failure of the Conti-

nental Congress to finance the War of the Revolution was due in no small part
to the lack of an instrumentality in the form of a national bank. The first
bank of the United States was an outgrowth of this experience.
The First Bank of the United States was opened at Philadelphia, December

12, 1791, and its charter limited to 20 years. It later established branches at
Boston, New York, Baltimore, Washington, Norfolk, Charleston, Savannah, and
New Orleans and served as an instrumentality of the Federal Government.
Through it loans were made to the Government in anticipation of taxes; it acted
as custodian of Government funds; in the collection of the revenues; in the
transmission of public moneys; and otherwise strengthened and improved the
Public credit.
As early as 1808 it was recommended to Congress that the charter be re-

newed. Later, as it became increasingly evident that war was imminent with
Great Britain, Gallatin, then Secretary of the Treasury, urged upon Congress
the necessity of the renewal of the charter in order to safeguard the interests
Of the Government. Strong opposition developed to the renewal of the charter,
and in 1811 the bill for renewal was finally lost. Tile Government thus entered
the war the following year without any banking instrumentality under its
control.
There were in 1811, 88 local State chartered banks, with a combined capital

of nearly $43,000,000. The failure to charter the Bank of the United States,
Or set up some similar Federal instrumentality in its place, caused enormous
losses to the Government during the war period of 1812 to 1810 in the flotation
Of its loans. The Government was not able to secure the cooperation of any
of the State banks. The Treasury received only $34,000,000 in specie for
ttO00,000 of Government obligations put out. In other words we paid about
•"30 Per cent for the money to finance the war, and the Slate banks profited at
the expense of the public.
In 1816, as a result of this bitter lesson, Congress chartered the Second Bank

of the United States. With the veto of the recharter bill for the Second Bank
of the United States on July 10, 1832, by President Jackson. the Government
Was again deprived of a fiscal instrumentality. In 1841 a bill passed both

II-louses of Congress for the incorporation of a new Bank of the United States,ut was vetoed by President Tyler. During the 30-year period preceding the
`jivil War the Federal Government operated without any fiscal instrumentality
other than the Independent Treasury system.
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At the outbreak of the Civil War in 1861 Secretary Chase foresaw the need
for a national banking system to support the public credit. At this time there
were more than 1,600 State banks in the country. No action was had in that
year by Congress and in 1862 Chase again presented his plan in detail for a
system of national banks and urged its adoption. After the outbreak of
the war the circulating currency of the State banks rapidly increased with the
result of great depreciation in value and loss of public confidence. In the
following year (1863) the national bank act was passed but only a handful
of new banks were incorporated that year.
In 1864 the national bank act was reenacted whereby many of its provisions

were improved and the State banks were by a special amendment invited to
become national banks.
The act still remained ineffective. Secretary Fessenden thereupon made a

recommendation to Congress that the opposition of the State banks to the new
national system be removed by the enactment of discriminatory legislation and
Congress by the act of March 3, 1865, used the taxing power to compel the
State banks to nationalize. The Civil War was over before the national
banking system got under way.
Under the Federal reserve act of 1913 as originally enacted national banks

were forced to become members of the Federal reserve system, and State banks
were permitted to become members, if they so desired. From the period of 1914
to June 21. 1917, only 53 State banks and trust companies joined the Federal
reserve system. We had entered the World War in April of that year and it
was considered absolutely necessary that the Federal reserve system have the
support of all of the banks, State and national. In order to induce the State
banks and trust companies to come in, special amendments were made to the
Federal reserve act and approved by the President, June 21, 1917. These
amendments offered to the State banks more favorable conditions of member-
ship than that held by the national banks. An extensive campaign was in-
augurated for State bank membership. Under the stress of war with its
liberty loan drives and the great fervor of patriotism, State and Federal offi-
cials as well as committees of the American Bankers' Association, publicly
and repeatedly urged State banks and trust companies to enter the Federal
reserve system as a patriotic duty. On October 13, 1917, the President of the
United States issued a proclamation calling upon all eligible State banks to
join the Federal reserve system as a "solemn obligation." Notwithstanding
these circumstances, out of 8,500 State banks and trust companies eligible for
membership, only 212 joined the system in 1917 after the amendments were
adopted. and only 686 in 1918. The total membership of State banks and trust
companies at the close of the war was only 936.
The Federal reserve system could not have been created by Congress out of

the State banks and trust companies. Had the national banking system not
been in existence the year before the outbreak of the World War, we would
in all probability have witnessed another disastrous attempt in war finance

II. The Plight of the National Banking System.

It is no criticism of the State banks and trust companies to say that the
National Government can not rely upon them to serve as its instrumentalities
in the enforcement of a Federal fiscal policy. Banking, like other business
enterprises, is entered into by stockholders for the purpose of realizing a
return upon the investment. It is futile to attempt to impute to such stock-
holders altruistic or patriotic motives. As between two systems of bank,
capital will flow more freely into the one which yields the largest returns in
dividends. If the advantage in this respect be fundamental and permanent,
the system of banks thus favored will be the one which will survive.

If Congress therefore would protect itself from the loss of its present banking
instrumentality, it must make it to the advantage of capital to seek the national
rather than a trust company charter. Banking capital is wihout prejudice
or sentiment. It will flow back into the national banks normally and easily
with the turn of the tide of advantage. The alternative would seem to be
the elimination of the national banks in favor of 48 distinct systems of banks
under the supervision of 48 separate banking departments.

Within recent months the trend toward trust company charters by national
banks has been alarmingly accentuated. Great consolidations of national
banks and trust companies are taking place in which the national charters
are being given up. Within the past 6 months, 79 national banks with aggre-
gate resources of two and three-quarter billions have passed over under State
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Jurisdictions. I shall not attempt here to analyze the cause of these defections,
but it is quite evident that it is being found more advantageous to carry on the
business of banking under trust company charters.
However, it is within the power of Congress to turn the advantage in favor

of the national banks and thereby make it to the interest of all banks to operate
under the national charter. Vhat form this action should take requires the
Most careful consideration. I shall, in the course of my remarks, suggest a
Method of approach to an adequate remedy.

Banking Paces New Economic Conditions.

.Tlat inauguration of the Federal reserve system in 1914 and the outbreak
of the World War in that same year definitely marked the close of a financial
era in the United States. The line of cleavage between the pre-war and
the postwar periods is 'so clear that the student of finance has no diffi-
(1114' in setting off the one against the other. Our economic develop-
ment within the past 15 years has been so rapid and so varied that it seems

though we had lived in that short period through several generations. The
Mere mention of some of the outstanding factors in this development will be
8nfticient to bring to your minds the new conditions under which we now live.
;Not the least of these is the modern automobile upon the automobile road.
-r.hese have abolished distances between local communities and have revolu-
tionized the social life of the country districts. Transportation by air is now
a practical fact and it would tax the imagination to conceive how it will
accelerate the ease of transportation begun by the automobile. The extension
of communication by telephone and now by radio to every rural community
has brought into a common knowledge and contact every phase of our national
life. The need for mass production of goods and commodities has caused
greater centralization to corporate management iii industrial. enterprises with
the result of greater efficiency and economy in operation and with cheaper
und better output for the consumer. We have achieved an outstanding position
la World finance and are rapidly developing the instrumentalities to discharge
that serious responsibility. We are now in a period of great national prosperity
.1141 growth in which the public at large is participating to a degree hitherto
Unknown.

IV. The Unit System of Banking.
The system of banking which developed in the United States under the State

banking laws and later under the national bank act of 1863 has come to be
known as unit banking. The term unit banking is of recent origin and is used

contrast to the development of branch banking and group banking within the
last few years.
A unit bank may be defined as a banking corporation having its origin in a

definite local community and confining its banking activities primarily to that
(!!nnmunity. Its original organization was a local enterprise of considerablesignificance and local public interest. Its board of directors, officers and em-
Ployees are residents of the local city, town or village. On the average the
e_aldtal stock is relatively small. Of the 7,575 national banks in operation on
;March 27, 1929, 7,193 or 95 per cent bad an average capital of $107,000, which
includes all banks outside of central reserve and reserve cities; while the
remaining 5 per cent or 382 banks in the central reserve and reserve cities had
about 57 per cent of the total resources.
Tbe business of a unit hank is derived from the community in which the

bank is situated. This includes such business as may be afforded by the com-
mercial activities of the city, town or village and by the outlying farming com-
munities. The president of the unit bank is ordinarily a prominent local citizen
and under the old economic regime he had an opportunity to become interested
in local industrial enterprises and local public utilities.
Under the system of horse transportation for the rural communities—a sys-

tem which ended with the close of the pioneer life of America—the unit bank
was. in a much stronger position than it is to-day. Apart from the question of
their great contribution to the up-building of local communities, they were
profitable as operating corporate units for the reason that they were normally
lategrated with the local economic situation. The president of such a bank
as a personage in the community and the bank fostered and financed local
usiness enterprises. The banker was a factor in the local street car company,

the local telephone company, the local gas plant, the local power plant and the
Ike. If I were asked to pick out a single type of institution which has con-
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tributed the most to local community independence and thereby to the founda-
tion of our national development, I should choose the unit bank. It is the most
representative of the genius of the American people.
Looking, however, at the unit bank from the viewpoint of present day eco-

nomic and social conditions, the question is being raised whether the unit bank
can survive. The unit bank like many other types of local enterprise, was made
possible by the great distance between the local settled communities. Distance
has now been abolished and as a consequence of this one factor, the unit bank
finds itself face to face with difficulties that seem to be almost insuperable. The
old opportunities for the local hanker to have a hand hi local enterprises has
passed away because the local enterprises have become to a large extent
merged into larger national operations. Every phase of the public utility busi-
ness has passed from local control into the hands of great centralized corpora-
tions which are able to give better and more efficient service. The financing
is not done in the rural communities but in the large cities by the metropolitan
banks.
The unit bank being therefore thrown back upon its own resources has to

face the rising cost of management with a relative decrease in income. Many of
them are now unable to offer to young men entering the banking business either
salaries, or the prospects of a career of sufficient attractiveness to obtain the
highest type of management personnel.
We can not escape being moved with great concern to observe that at a time

of the most unparalleled strengthening of our financial position in domestic
affairs and in foreign commerce and in investments, namely, during the last
eight years, there have been more than 5,000 failures of unit banks in the
United States, with an aggregate total of deposits of $1,500,000,000. These
banks were scattered in various sections of the country districts of the United
States, in the South, the Mid-West, the Northwest, and the Southwest, with a
scattering few on the Pacific coast and the Northeastern States. It is impos-
sible for me to describe the acute local suffering occasioned by the losses of
hard-earned savings and by the disruption of local business enterprises. In
many of the communities public confidence in the unit banks has been so severely
shaken that funds which should find their way into banking channels are being
withheld. During this 8-year period there was not a single failure of a large
metropolitan bank.
The unit States banks in rural districts as a rule have not found it profitable

to become members of the Federal reserve system. Out of about 15,000 State
banks and trust companies in the United States, only 1,208 have become mem-
bers. If it were not compulsory for national banks to become members of the
Federal reserve system, considerably more than one-half of them would prob-
ably never have become members. The State unit banks outside of the large
cities seem to find no place in the Federal reserve system.

V. The Growth of Group Banking.

We have witnessed within the last two years an amazing development in the
concentration of control over groups of unit banks. This has come to be called
group banking. It is not confined to any one section of the country, but seems
to be springing up everywhere. There are literally hundreds of these groups
of banks varying in size from half a dozen banks to a hundred or more. The
usual form of the group system is for a holding company to acquire the majority
of the stock of a number of unit banks and then set up a central management
personnel for the purpose of operating the group as nearly as possible as a
single system. Organizers of these groups maintain that a combination of unit
banks under a single ownership affords greater safety to the public and an im-
provement in the quality of the banking services.
There appear to be, however, certain inherent weaknesses in a system of

group banking. From an operating standpoint it is necessarily unwieldy.
Each member of the group is a separate and distinct corporation responsible
to its own board of directors. It must operate as a separate corporation under
its own capital and resources and under the distinct limitations placed upon its
activities by law. The central management can enforce Its policies only by
indirection, that is to say, by inducing the local boards to accept voluntarily
its policies and in case of refusal, to set up at the next annual election a new
hoard through its control over a majority of the stock. It is necessary to carry
a full complement of overhead of personnel for each bank.
In other words, as compared with branch banking, group banking from an

operating standpoint seems to lack the flexibility and the economy and efficiency
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wh!ch carries the services of the central bank directly to the public served by
each branch. Morally and psychologically the central management of the
group system may go to each member of the group with its support, but the
funds of the various members of the group can not be shifted about from one
bank to another. The corporate set-up, therefore, of a group system is neces-
sarily complicated, whereas under a system of branches, each branch is the
bank itself and the full power and resources of the bank is in each place where
It does business, whether at the head office or at the branches. Disregard.ng
for the moment the question of public policy, the branch system is, in operation,
incomparably simpler than the group system.
I. Reexamination of Branch Banking Necessary.

Contrary to the opinion of many the McFadden Act of February 25, 1927,
was not intended to be a permanent settlement of the branch banking ques-
tion. It was a compromise measure.
Prior to the passage of this legislation, branch banking had made consider-

able headway in many sections of the United States. In certain large metro-
Politan centers like New York City, Detroit, Cleveland, Los Angeles, Boston,
and others, branch banking as an extension of services by downtown banks
to other parts of the city had demonstrated that the movement was sound
and practicable. This latter situation was recognized by Congress in the
McFadden Act when national banks were permitted to establish city branches.
In some sections of the United States branch banking had been extended by
State banks beyond the city limits to the surrounding suburban communities;
to the boundary limits of the county or adjoining county; and in several in-
stances to the boundary lines of the State itself. Regarding these outside
branches as being in the nature of an experimental operation, Congress de-
sired to create a situation under which this movement could be studied for a
few Years without permitting it to expand. As a consequence the McFadden
Act held all of these branches in statu quo as to number and location, but
Permitted them to be national:zed. After the approval of the act practically
every large branch banking system, with branches on the outside of the city
in which the bank was situated, took advantage of this opportunity and be-
came national banks and are now operating under the national banking laws.
In view of the existing situation with reference to unit banking, the growth

of group banking, the curtailment of branch banking by Federal statute, and
the increasing number of bank mergers under trust company charters, the
time appears opportune to reexamine the basic structure of our entire banking
8Ystem and to formulate a new banking policy to meet present-day conditions.
The national bank act spec.fically makes it the duty of the Comptroller of

the Currency to recommend to Congress "any amendment to the laws relative
to banking by which the system may be improved and the security of creditors
may be increased." In the present state of the national banking system I
feel it to be a serious undertaking to discharge that responsibility. Before
Proceeding, therefore, to lay before Congress a definite formulation of pro-
Posed amendments to the banking laws, I shall, at an early date, call into
consultation a group of outstanding bankers and students of finance and shall
ask their assistance in the formulation of recommendations to Congress which
Will offer to State banks and trust companies an opportunity to gain a wider
field of banking operations under the national charter.
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EXHIBIT C

THE NEED OP A NEW BANKING POLICY

(Address by J. W. Pole, Comptroller of the Currency, before the convention of
the American Bankers Association at San Francisco, Calif., October 2, 1929)

I am happy to avail myself of this opportunity to lay before your association
and the public, certain considerations which are of great importance to our
system of banking. It is fortunate that this can be done at a time of busi-
ness prosperity when the financial condition of the country is unquestionably
sound.
Before I attempt to set forth any conclusions or suggest any remedies I wish

to present a few salient facts and statistics which in the main tell their own
story. In the course of the development of this country there have been evolved
two types of banks; namely, the metropolitan bank which serves a city popu-
lation and the larger business enterprises, and the country bank which serves
the rural communities and the independent business houses in the smaller cities.
The metropolitan banks, by virtue of their large capital, their access to a great
diversity of banking business and their ability to secure the most highly trained
personnel, are in a prosperous condition and reflect (as all banks should) the
general strength of industry and commerce.
However. about three-fourths of the banks in the United States are outside

of the metropolitan centers and it is these banks which serve the majority of
our population. They necessarily have a small investment of capital funds, be-
cause there is not enough banking business in their localities to justify a larger
capital. More than three-fourths of all national banks are capitalized at less
than $200.000. The ratio is even less for the State banks. A study of hank
earnings covering the last two or three years, which have been years of gen-
eral bus:ness prosperity, shows that a large percentage of banks outside of the
principal cities- are operating with insufficient earnings. Taking 1927 as a
typical year, 966 national banks operated at a loss, and an additional 2,000
earned less than 5 per cent. In other words about 38 per cent of all national
banks earned for the year 1927 less than the yield of a high-grade security. It
is well known that the earning capacity of the general run of country national
banks is certainly not below that of the State banks similarly situated.
Current statistics for State banks are incomplete for the whole country,

but figures are available for the calendar year 1926 which show that about
2,000 Stale banks operated at a loss. The average earnings of all banks,
National and State, in one of our great agricultural States for the years 194
to 1928, inclusive, were less than 11/2 per cent on invested capital. In four
other great middle western States comprising both agricultural and industrial
activities 2.053 banks, National and State, earned in 1927 less than 6 per cent
on invested capital.

RANK FAILURES

The inability of many country banks to earn a fair profit upon invested
capital is naturally reflected in the large number of failures which have oc-
curred during the past eight years. From 1921 to 1928, inclusive, about 5,000
banks closed their doors and tied up deposits of more than $1,500,000,000. Of
this number, 700 were National banks and 4,300 were State banks. In 4
States from 40 to 53 per cent of all banks in existence in 1920 failed: from
20 to 40 per cent in 6 States; and from 10 to 20 per cent in 10 other States. Only
two small Eastern States have had no bank failures within this period.
Eighty per cent of these failures occurred in cities with a population of less
than three thousand and about 70 per cent of the failed banks were capital-
ized at $50,000 or less.
I have, upon a previous occasion, discussed the social and economic changes

through which the rural communities have passed since the World War, and
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I shall not go further into that question at this time than to say that the
country bank faces vastly different conditions from those which confronted
it in 1913.
I do not wish to be misunderstood as putting all country banks into the

same category. There are many country banks that are sound and prosperous
°cleanse they are in a position to obtain diversification of their business or
are managed with unusual skill and conservatism. But surely the failure of
between five and six thousand country banks to which the savings of small
depositors had been intrusted is a serious indictment against the system of
banking in the rural communities of the United States. The burden of these
failures has fallen upon those least able to bear it, and they have suffered
both as depositors and as stockholders.
The principal remedy which has been tried in the past for bank failures

IS the Government guaranty of bank deposits. It may be definitely said that
this remedy has failed wherever it has been adopted. There are those who
have advocated stronger capitalization and more capable management for the
country banks. This doctrine has been preached for years without avail, for
the simple reason that the local business is not of sufficient volume to justify
the larger capital or the employment of a more highly trained management.
Many causes have been assigned for bank failures in the country districts,
out one primary and fundamental cause covers all of the others; namely, that
diversification of business is not generally possible. Without diversification
there can be no assurance of success in the long run.
The condition which I have pointed out above is a present condition, for

the figures which are available for the year 1920 show that 52 National banks
and 403 State banks have failed within the last eight months. If these facts
as to earnings and as to bank failures had been presented at the close of
eight years of business stagnation and financial depression there might be no
eause for concern. But the contrary is the case. The last eight years have
Witnessed the greatest business activity, commercial expansion, and financial
strength the country has ever seen. Does not, therefore, the failure of so
many country banks to share proportionately in this increased prosperity
clearly indicate that there is a fundamental weakness in our banking system?
18 it fair or just, or reasonable, to subject so many of our people to the
hazards of continued bank failures? Where is the responsibility for this con-
dition? It is not primarily upon the bankers. The responsibility of the
ranker is to operate his bank safely and profitably within the limits prescribed
eY law, but the responsibility for the system of banking under which he -oper-
!ites is upon the Government of the United States in the case of National
tanks and upon the State governments in the case of State banks. I shall
return to this consideration before I close.

1:1;ANCII BANKINt;

In all of the current discussions of the country bank situation, branch bank-ing is involved in one way or another. Branch banking has existed in the
United States in some form since the earliest times both under the authority
Of acts of Congress and of State laws. Under the Federal reserve act and
Peder the McFadden Bank Act of 1927, national banks may establish branches
in all foreign countries; in the insular possesisons of the United States; and
"thin the corporate limits of all large cities in which the head office of the

13,ank is situated where the State law permits State banks to have branches.
In the case of the establishment of foreign branches, a national bank must
have the approval of the Federal Reserve Board and in the case of a domestic
branch, the approval of the Comptroller of the Currency. A number of States
Permit State banks to establish state-wide branches but the establishment of
any such branches debars them from membership in the Federal reserve
sYntem. This restriction, however, has not been sufficient to restrain all
State banks from establishing state-wide branches under the authority of
State laws.
When the McFadden Act was under consideration, the extreme opponents

of branch banking predicted that if national banks were permitted to establish
branches even within the cities in which they were situated there would be
a great scramble for branches with a consequent confusion in the banking
business accompanied by the danger of overexpansion. Such has not been
the ease.
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At the time the McFadden Act went into effect; namely, February 25, 1921,
145 national banks were operating a total of 390 branches. On June 30, 1929,
about 21/2 years later, 164 national banks were operating 992 branches, an
increase of only 19 banks and 603 branches. When it is considered that be-
tween 7,500 and 8,000 national banks were in operation during this period, the
establishment of 603 branches throughout the whole of the United States must
be considered as only nominal. In fact the rate of increase was about the
same as that prior to the McFadden Act when a national bank could only
acquire branches by purchasing a State bank with branches. At the time of
the approval of the McFadden Act the total number of branches of all banks
in the United States was 2,900 and on June 30, 1929, this number had been
increased to 3,440.
As the national law stands to-day the metropolitan banks can not extend their

services to the rural communities by establishing branches.

GROUP BANKING

Notwithstanding the technical restrictions in the law against the establish-
ment of branches in the country districts by banks in the cities, there has
developed since the McFadden Act a new form of branch banking which appears
to be without legal objection. For many years single individuals or groups of
individuals have owned the majority of the stock of more than one bank.
These banks were usually small and operated within a limited geographical
area. This phenomenon was regarded as being without particular economic
significance. The term group banking has come to he used to embrace a new
type of bank ownership. A central financial corporation acquires the con-
trolling interest in the stock of a number of banks, one of which is a metro-
politan bank around which the others are grouped. Although technically each
bank in the group is a separate corporation operating with a local board of
directors, practically each member of the group depends upon a central manage-
ment which controls the banking policy of the group. The financial responsi-
bility of the central ownership and management is the main support of the
group.
This movement is so new and is developing with such apparent rapidity that

it is not possible to present complete statistical information about It. Strong
financial groups for this purpose have been formed in practically every great
commercial center of the country Some of these have already progressed
to the point where they own from 25 to 50 banks. It is reported that there
are 230 groups in existence in the United States including groups owned by
Individuals, and that they own about 2,000 banks. These figures are believed
to he approximately correct.

Considering group banking as a phase or form of branch banking and count-
ing each branch as a banking office, there are about 29,000 banking offices in
the country as a whole, 6,000 of which are not strictly speaking unit banks.
In other words, something over 20 per cent of all banking offices in the United
States may be classed as branch banks.
Banking groups in the large cities which are thus obtaining control over

country banks appear to be driven by economic necessity to using this method
of extending the serv!ces of the metropolitan banks to the rural communities.
They no doubt realize that the method used is more cumbersome and more
expensive than branch banking in its proper sense. With the best of inten-
tions, the most capable management and the highest financial responsibility
on the part of a centrol group—and many of these groups meet these high
qualifications—the group can never be operated with the economy, the fiexiblity
and the singleness of policy which is possible under a branch system. If the
laws permitted the establishment of branches in the country districts by these
banks, group banking would disappear and the country districts would be able
to do business directly with strong city banks.
While it is undoubtedly true that a strong metropolitan bank may, through

the group system, greatly improve the rural-banking situation by putting behind
a group of country banks its financial strength and skill of management, it is
debatable whether or not this form of banking is the best remedy for the situa-
tion which confronts us. The central management of a group must operate
through a number of separate corporations, each of which must maintain its
own operating status under the banking laws with a full complement of bank-
ing overhead. Diversification of banking business in the group and the use of
liquid funds can only be obtained by transferring assets from a bank in one
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locality to that in another, at the same time maintaining the separate financial
condition of each bank at the required standard. In the case of a group com-
Posed of both national and State banks this procedure complicates the work
Of the supervising authorities. While the cond Bons of each bank may be deter-

ned, the condition of the group as a whole does not come under the visitorial
Powers of the government concerned.
In the absence of Government permission for branch banking in its true sense

Present developments indicate that group banking. under the force of economic
law, may eventually displace the present system of country unit banks.

TIIE =TENSION OF BRANCH RANKING

I have g!ven long and careful study to this question and have conferred
With representative bankers of all classes. I have caused to be gathered
comprehensive statistics on bank operations throughout the country. After
reviewing all of the discussions concerning branch banking before and since
the McFadden Act and having in mind that this should not be regarded as a
controversy solely between bankers but that the interest of the general
Public also be gIven full consideration, I have reached the conclusion that
an extension of branch banking privileges should be granted to national banks.
That it should not be nation-wide will be generally admitted. It has been

Suggested that branch banking be l'mited to the confines of each Federal
reserve district. This may not be feasible to the same extent in all Federal
reserve d'stricts. Restricting it to State boundaries, which are political,
rather than economic, presents difficulties, as does the suggestion that a
radius of 50 or 100 miles from the parent bank be fixed, but there is an
eConomic area to which the extension of branch banking can be applied, varying
in size to meet the diversified conditions that ex'st in this vast country.

It is for Congress ultimately to fix the boundaries of these districts; but
Congress, of course, would not and could not attempt to do so prior to
careful consideration and study of all the factors, which could only be carried
on by a committee of qualified experts. Would we not be makhig real
Progress if, at the coming session, the Congress were to instruct, let us say,
the Secretary of the Treasury, the Governor of the Federal Reserve Board,
aad the Comptroller of the Currency to study the banking situation and to
report the boundaries which they would recommend that the Congress set
UP, establishing such definite areas?
In order that this development, within whatever economic areas may be

determined upon by Congress, may be sound and orderly, it should be pro-
tected by three safeguards: First, that government supervis'on be further
extended and intensified; second that each parent bank be capitalized adequatelyto meet the responsibility of operating branches; and third, that discretion
over the establishment and over the removal of every branch be vested
in the Comptroller of the Currency.
Under a branch system of this character it would be poss:ble for the parent

bank to have a diversified banking business to protect it against economic
depression in any one locality or in any one industrial activity or business
enterprise. It would then be able to extend to the country districts the same
quality of banking services and the same safety to its depositors which the
customers of metropolitan banks in the large cities now enjoy. There would,of course, still remain the question of incompetent management and in a
branch system the question of management is of the greatest importance on
account of the magWtude of the enterprise. It is to this end that it seems
wise that governmental supervision be developed to the point where the super-
vising authorities can protect the public as far as is humanly possible in thisrespect.

No weakly capitalized bank should be permitted to engage in branch banking
and in the ordinary course of business it is not likely that such a thing would
be proposed. Nevertheless. I am in favor of a statutory requirement for a
Minimum capitalization which will be large enough to insure the protectionOf the depositors and to discharge properly the responsibilities incident to the
operation of a branch system.
One of the principal reasons why the scramble for branches under the

McFadden Act, prophesied by many of the opponents of the measure, failed to
Materialize, was undoubtedly the incorporation in that net of the wise provi-
sion that no branch could be established without the approval of the Comptrol-ler of the Currency. It was required that an application be filed by the bank
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setting forth the reasons why the branch was desired, such application to be
supported by a formal resolution from its board of directors in authorization
thereof. Further procedure involved the detailing of a bank examiner to
make a thorough investigation, having in mind the effect of the establishment
of the branch upon the local community, upon the banking situation as a whole
and upon the parent bank, and the filing with the Comptroller of the Currency
of a full, written report of this investigation, along with recommendations
from the chief national bank examiner. Upon the basis of this information
and such other information as the comptroller might acquire from the Federal
reserve bank or from other sources rests the approval or denial of each
application for the establishment of a branch. This procedure has been suffi-
cient to discourage any precipitate rush, and this discretionary power loilgid
with the Comptroller of the Currency will enable him at all times to require
a branch system to develop In an orderly manner.
What of the sound country bank which has been operating for years with

profit and is serving its local community? Under the procedure outlined
above such a bank could not be driven out of business through the establishment
of a de novo branch, for the simple reason that no Comptroller of the Currency
would permit it. Bank stock is a commodity with a market value and if a
stockholder wishes to sell to a branch system that is his right under the ordi-
nary law of contract. But it is inconceivable that any Comptroller of the Cur-
rency, the proceedings of whose office are important public records, would ever
lend his high responsibility to aid of a branch bank unfairly to drive a local
bank out of business. The successful country bank, therefore, should have
nothing to fear from the recommendation which I propose.
In my recent address at Atlantic City, I indicated that the proposal for the

new legislation which I intended to formulate would offer to State banks and
trust companies an opportunity to gain a wider field of banking operations
under the national charter. With liberal branch banking privileges con-
ferred upon the national banks, the attractions of a national charter would be
considerably enhanced and while there would of course be no compulsion upon
the State banks and trust companies to become national banks, in the usual
course of business, it is believed that the stockholders of the large State Insti-
tutions would find it to their advantage to operate under the national charter.
From the standpoint of the public, since commerce is national and interstate,

the creation of a uniform banking system through the assimilation of the bulk
of the banking resources of the country would be not only an advantage but a
logical development. From the standpoint of the Government of the United
States, the increase in the resources and strength of the national system as a
result of the extension of branches and the conversion of large State banks into
national, would bring into the Federal reserve system a great volume of bank-
ing resources now operating independently and at the same time develop an
instrumentality over which the Government would have complete control and
through which it could enforce an adequate banking policy.
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EXHIBIT D

Number of banks in the United States in towns of 10,000 population or less and
their average capital June 30, 1929

States

Alabama 
Alaska 
Arizona 
Arkansas --
'alifornia 
rolorado
'inflect ion t  
Delaware 
Storni n 
'leorgia
Hawaii 

-------Ida
JllIfljs

----------Indiana 
!Ova
h.":113:15_
Scutt Loki   
Louisiana 

Maryland  
%lassachtiqettc

ichigan  
----Minnesota 

*viittatSStprj 
iSSOUrt 

M011tana

Num-
ber of
banks

302
14
35
394
300
242
62
40
170
375
3

131
1,348
751

1,248
961
514
199
74
172
76
642
059
281

1,129
179

_

A verage per State, 400.

Capital

$13, 875, 400
915,000

2, 706, 000
14, 901. 175
21, 159, 320
8, 118, 000
4, 640, 000
3, 622, 350
10,497, 200
16, 439, 845

310,000
4, 792, 500

62, 834,000
29, 487, 850
44, 149, 800
24, 921, 000
21, 767, 050
9, 981, 050
5, 703, SOO
9, 526, 700
7,322, 500
25, 877, 342
25, 640, 500
11, 718, 830
31, 629, 800
7, 525, 000

A verage
capital

$45, 945
65,357
77,314
37,820
70,531
33, 545
74,839
90, 559
61, 748
4.3,840
116.667
36, 584
46.613
39, 265
35, 376
25, 932
42,348
50, 156
77,038
49, 574
96,349
40,307
26, 737
41,704
28,016
42,039

States
Nuns-
bar of
banks

Nebraska 
Nevada 
New Hampshire. _
New Jersey 
New Mexico 
Now York 
North Carolina.. _
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vermont 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 

Total 

Capital
Average
capital

828 $24, 196,700
30 1, 816, 600
52 4. 154, 000
295 28, 800, 700
55 2, 340, 000
622 47, 504,950
375 16, 674, 662
412 9, 132, 500
765 37, 807, 500
596 16, 047, 150
200 9, 676, 500
985 83.653, 248
5 580,000

189 9, 670, 025
378. 9,849,400
457 18, 501, 853

1,220 53, 976, 730
79 3, 244, 750
67 751, 000
408 22, 498, 410
261 9, 296, 500
240 13, 613,880
807 28,801, 000
91 3, 260, 000

329.222
60,553
79. 885
97, 629
42,545
76, 519
44, 466
22,186
49,422
27,931
43,383
84,926
130,000
51, 164
26,087
40,485
44,243
41,073
85,836
65, 131
35,619
56,800
35,689
40,247

20,008 880, 721, 040 44, 018
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EXT1IBIT E

BANK. SUSPENSIONS
DURING EIGhT YEAR PERIOD 1921-1928 INCLUSIVE

BY SIZE OF' CAPITAL STOCI:.
CAPITAL
STOCE OF

$26 000 el LEI

26 000460 000

50 000-100 :-

100 000-200 000

200 000-600 000

MORE THAN WO 000

NUMBER OF SUSPENSIONS

5

NOT AVAILABLE Ili 103 

1028

PEECEfiT Or
TOTAL
NUMBER
63.0

8.3

17.3

6.9

2.3

0.1

2.1
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EXHIBIT F

BANK, SUSPENSIONS -
RANG LIGHT PER.00 192.1-1za NcLusre

BY 5IZE OF TOVN OR CITY
/136111? 0?
TOTAL

ROOM OF 1138PIOISIONO

1E25 THAN 200

9011363

40.7

913.1500 -boo IL.X1

19.31 000 - 2 800 (11.1

2 500 -e000 =MIL_ 7.6

4.1000 .10 000 MS_
le 000 -20 000 cm 3.1

28 000 6 OVIN Eat_
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EXHIBIT G

Bank suspensions, 1921-1929-Represents banks closed to the public either temporarily or permanently by supervisory authorities
or by the banks' boards of directors on account of financial difficulties

NUMBER OF BANKS

Federal reserve district Total,
1921-1929

1
1921 1922 1923 1924

!
775

1925

612

1926 1927 1928

491

1929

640United States 

Boston 

5, 640 501 1 354 1 648 956 662
:

15 !
I1 5 . 2 3 1 2  1 1  

New York 30 6 . :1 • 4 2 3 6
Philadelphia 19 2 1 3 2 3 4  1 3
Cleveland 101 5 1 6 6 14 29 • 17 14
Richmond 437 40 36 44 13 68 61 43 43 59
Atlanta 606 66 22 1 21 18 44 162 63 66 117
Chicago 827 46 2,5 53 105 109 182 124 87 93
St. Louis 449 ' 33 26 ' 24 53 53 77 82 57 44
Minneapolis 1,481 73 1 64 279 1 294 168 283 142 94 84
Kansas City 1, 019 ' 87 92 137 133 77 112 100 88 193
Dallas 411 82 51 46 53 so 50 44 24 11
San Francisco 

,
242 56 31 28 29 24 16 32 10 16

1 1

DEPOSITS

[In thousands of dollars1

United States 7 1, 721, 402 196,460 110,721 188,701 213,356 172,900 272,488 193,891 138,642 2 234. 261

Boston 23,938 215.472 ' 1.861 1,782 1,603 1,298  842 1,078  
New York 39, 280 15, 769 868 2 1,746  438 1,356 19, 101
Philadelphia 13, 807 2,4(X) 415 2.695 901 2,665 1,002  425 3,304
Cleveland 54, 202 1.496 778 3.453 1, 137 9,624 4, 797 16,923 7,563 8,431
Richmond 112,082 6, 103 . 13,243 9,584 5,822 13, 182 13,988 13,220 13, 339 19,601
Atlanta 241,486 18,984 1 6,244 27,670 8,002 6,079 65, 713 34,265 35, 395 62, 134
Chicago 275,253 18,336 7, 033 16, 577 36,950 34, 126 60, 526 44,380 21,746 35,579
St. Louis 114,408 10,042 10.757 7,909 13, 674 11. 942 22, 656 15,214 12, 792 9,422
Minneapolis 361,878 17,972 15,528 73,321 8.5,433 44,985 62,594 26, 598 17, 147 15, 300
Kansas City 2 283, 968 25,278 31,269 45,620 34, 763 28,698 22.872 20,620 18,642 t 39, 204
Dallas 106,234 27,944 6,813 14,358 19,612 11,830 8, 879 ,476 7,391 1,931
San Francisco 114, 868 34,664 13,912 5,730 6,693 8,471 6, 461 13,915 4,768 . 20,254

1 Revised. Preliminary figures,

)1,1181t17, ti&N K OPERA'iltiNK, FkliEIKAI RESERVE BOAltD, JtitiUtti .1931/
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Number of incorporated banks in the United States June 30, 1 9.9.9„segregated according to capital stock in each State

State
Capital
under
$25,000

Capital
$25,000

Capital
above

825,000 and
including
$50,000

Capital
above

$50,000 and
up to

8100,000

Capital
8100,000

Capital
above
8100,000
and up to
8200,000

Capital
$200,000

to
$500,000,
inclusive

Capital
$5130,000

to
$1,000,000,
inclusive

Capital
above

$1,000,000
up to and
including
$5,000,000

t"n Pita iabove,„,000,00,0
'''''

T 0 I I

Maine 7 36 9 21 9 17 4  103
New Hampshire 5 21 11 26 11 13  87
Vermont 10 28 8 22 7 10  85
Massachusetts 

.
6 25 7 78

274 
97 14 21 5 280

Rhode Island 7 1 '  5 1 3 3  24
Connecticut 16! 28 5 44 141 51 13 9  180

Total, New England States 44H 139 40 196 72 196 34 33 5 759

New York 19 135 205 31 232 56 203 34 46 31 992
New Jersey 26 72 11 195 42 143 26 19 2 536
Pennsylvania 5 228 349 67 119 346 333 56 37 6 1,546
Delaware 4 5 12 5 9 7 7 2 3  54
Maryland 36 51 48 11 29 11 17 13 9  225
District of Columbia 4 2 10 3 9 8 6  42

Total, Eastern States __  64 445 690 127 594 4135 712 139 120 39 3,395

Virginia 113 74 113 29 73 21 39 15 5  482
West Virginia 79 98 18 543 14 35 5 3  308
North Carolina 146 58 • 100 13 . 69 20 36 10 10  471
South Carolina  49 44 ' 53 12 35 11 22 2 2  230
Georgia  96 116 96 ' 24 49 21 29 3 10  444
Florida  44 26 55 17 45 10 23 8 3  231
Alabama  63 78 109 18 34 11 29 5 2  353
Mississippi  112 ! 40 81 22 28 14 14  311
Louisiana  41 . 32 73 21 24; 0 17 6 6 1 232
Texas  254 321 427 hti 171 28 79 22 13  1,403
Arkansas  160 6.3 oo 28 24 11 21 2  419
Kentucky  184 87 152 32 61 20 28 9 4  577
Tennessee 179 94 111 35 41 8 22 9 6  505

Total, Southern States 1,441 1,132 1,567 357 716 198 394 96 64 1 5, 966
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Number of incorporated banks in the United States June 30, 1929, segregated according to capital stock in each State—Continued

Capital Capital Capital Capital Capital Caboveapital
Capital

State under
$25,000

Capital
$25,003

above
$25,000 and
Including

above
$50,003 and

up to

Capital
$103,0G0

above
$103,000
and up to

$200,601
to

$500,000,
$5°?;)" $1,000

,4rd$1,000,000, 913 to a

Capital
above

85.000,000
Total

$50,000 $100,000 I $200,000 inclusive inclusive including
$5,000,000

Ohio  42 312 262 52 140 63 107 27 19 5 1,029Indiana  105 356 233 45 127 32 74 12 4  988Illinois  126 460 522 100 219 59 249 38 17 3 1,793Michigan  231 139 190 29 106 33. 59 23 14 2 826Wisconsin  282
Minnesota  452
Iowa  310

160 296
275 224
386 460

46
28
58

84
48
105

16 64
4 28
18 37

7 1
• 4
7 4  

9,57
1,071
1,385issouri  666 159 226 47 98 13 75 8 5 1,303

Total, Middle Western states , 2,214 2,247 2, 413 40,5 927 738 693 127 71 17 9,352

North Dakota  234 130 39 3 11 5 3  425South Dakota  152 140 76 4 16 2 4  394Nebraska  319 240 739 22 28 4 13 5 5   875
Kansas  503 239 219 21 58 12 28 3 2   1,087
Montana  39 67 45 8 17 6 14 1   197Wyoming  26 19 23 2 11 3 3  87Colorado  78 77 71 26 3 13 2, 3   280
New Mexico 27 23  3 2 3   : 58
Oklahoma  236 227 112 13 34 9 14 5 J 3  , 653

Total, Western State'  1,587 1,166 847 80 204 46 95 18 13   4,056

Washington  76 93 77 14 31 8 27 6 I 6 ' 4 ' 342
Oregon  42 56 72 7 28 9 19 1 , 1 2 237
California 79 126 31 62 39 67 14 I 21 8: 447
Idaho  31 47 40 1 13 3 2  137
Utah  8 28 34 4 14  14 2 ' 1   105
Nevada  1 10 10 3 6 1 4 1   36
Arizona  4 5 14 2 12 2 8  1   48

Total, Pacific States  162 318 373 62 166 62 ! 141 24, 30 14 1,352

Alaska  5 2 2 4 1  14Hawaii 4 2 8  4   18

Total, Alaska and Hawaii  5 2 2 8 3 8  4   32

Grand total  5,468 5,357 6,031 1,073 2,811 1,084:2,239 438 332 76 24,912
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EXHIBIT I

[From The American Banker, February 20, 19301

Roll call of leading bank groups in the United States as of December 31, 1929, in order of deposits

' Number
in banks

1 in group

Capital, sur-
plus and undi-
vided profits

Deposits Resources Remarks

53

Transamerica Corporation, San Francisco  3 5216, 180, 200 81, 537, 431, 892 $1,891, 201, 856

53

The three banks operate a total of 489 branches; 8 small banks also

Detroit Bankers Co., Detroit  5 89, 191, 598 581, 906, 739 711, 006, 036
affiliated. c.)Includes 15 affiliated banks in greater Detroit.

Manhattan Co., New York  4 97, 723, 926 510, 673, 776 724), 174, 799 Controls two title companies; resources, $71,354,948.
Marine Midland Corporation, Buffalo  17 57, 760, 358 431, 973, 213 520, 956, 593 Deposits include $54,488,390 of corporation.
Mellon group, Pittsburgh  6 102, 228, 645 419, 938,554 549, 184, 937 Affiliated through directorates, not a "group system."
Guardian Detroit Union group  35 66, 828, 073 393, 086, 329 509, 949, 812
Northwest Bancorporation, Minneapolis   94 44, 423, 648 385, 224, 440 454, 141, 941 Includes Union Investment Co. group.
First Bank Stock Corporation, Minneapolis  85 40, 993, 177 366,272; 510 433, 074, 788 Affiliated cog:oration resources increase total to $459,373,655.
Anglo California Corporation, San Francisco  18 28.536,000 211, 764, 000 277, 691, 000
Wisconsin Bankshares Corporation, Milwaukee_ _ _ 23 28, 265, 371 204, 019, 979 243, 312, 082
National Republic Bancorporation, Chicago 8 23, 155, 500 14.0, 383,849 242, 603, 344
Associated Banks of Pittsburgh 8 39,805, 770 166, 255, 494 216, 453, 821 Hillman group Pennsylvania Bankshares & Security Co.
Fourth and First National group, Nashville 8 23, 729, 125 110, 421, 883 174, 992,844
First National Associates, Atlanta_ 7 19, 960, 348 110, 303, 810 136, 248, 898
Southwest Coreoration, Tulsa, Okla. (organizing). 18  138, 000, 000
Commerce Trust group, Kansas City 5 10, 127, 245 98, 618, 140 110, 723, 431 90
Old Colony Associates, Boston 19 16, 579, 421 94, 743, 708 116, 227, 526 Affiliated First National, Old Colony Trust, add resources of 0

$731,169,376.
BancoKentucky Corporation, Louisville 6 14, 696,624 94, 606, 725 120, 710, 615 '42
First Seattle Dexter Horton group, Seattle 7 11, 267, 758 93, 029, 921 109,978, 770
Citizens & Southern Holding Co., Savannah 7 10,159, 542 68, 489, 950 80, 798, 122
BancOhio Corporation, Columbus 4 10, 045, 257 67, 245, 149 79,834, 148 Resources of security corporation increase total to $84,379,018.
Financial Institutions (Inc.), Portland, Me 10 7, 162, COO 62, 200,000 71, 500,000
First National group, Portland, Oreg  4 5,390, 289 48, 861.309 54, 795, 916 Security Co. resources add $3,845,658.
Federal National Affiliates, Boston  8 4, 730, 146 54, 007,998 61, 640, 635
First Security Corporation, Ogden, Utah  25
Marine Bancorporation, Seattle  10

5,016, 691
5, 631, 894

45, 543, 921
41, 809, 934

51, 062, 654
50, 815, 982

Banks in Utah, Idaho, and Wyoming.
0

Hamilton National Associates, Chattanooga, (or-
ganizing) 12  50, 000, 000

Old National Corporation, Spokane 22 3,876, 026 37, 196,509 43, 890,203
Worcester County National Affiliates, Worcester,
Mass  e 4, 500, 000 37, 000,000 43, 500,000

Atlantic Trust Co., Jacksonville, Fla  e 3,808, 689 33,938, 262 38, 438, 667
Fletcher Savings & Trust, Indianapolis  7 3, 538, 753 26, 899, 435 31, 094, 569 Also controls joint stock-land bank, resources, $16,710,095.
First National group, Miami. Fla  6 3.840. 499 22, 539, 545 26, 700,848
First Nebraska Bancorporation (organizing) 25, 000.000 CD

CAD



Roll call of leading bank groups in the United States as of December SI, 1929, in order of deposits-Continued

Number
'in banks
; in group

Capital, sur
plus and undi-
vided profits

Deposits Resources Remarks

Toy National group, Sioux City, Iowa 19 $2, 520,768 621.434,044 624, 352,809West Coast Bancorporation, Portland, Oreg.,- - - .. 9 2.420, 145 20,526,431 M, 352,951American Traders Security Corporation, Birming-
ham 3 5, 160, 860 20,341,024 30, 122,847Commerce Union Bank group, Nashville__  3 2, 095, 284 14,895,920 18, 976,339Pacific Bancorporation, Portland, Oreg 10 1, 291, 176 11,918,747 13, 738,186 ,

Total (38 groups) 547 1,012, 648, 807 6,635,003,140 8,505, 255,969

'
H
O
N
 VI
I

Other group systems exist throughout the United States than those listed above. The above tabulation, however, comprises what might be termed the leading " visible" groups, 0as far as can be (tete. mined at this writing, being with few exceptions the groups which are openly committed to group-banking policy and advertising or linked through interlocking 1:0directorates.
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TEIRTT-EIGHT LEADING BANK GROUPS REVEAL SPREAD OF SYSTEM—NEW FORCE
IN MULTIUNIT BANK MANAGEMENT APPEARS IN 1929

The 38 leading groups of unit banks in the United States on December 31,
1929, which controlled resources of over $8,500,000,000 in 547 unit banks,
according to the roll call of group systems just presented by the American
Banker, represent the dominant institutions in the field of group banking as
distinguished from branch banking and unit banking .and demonstrate the
extent to which this system of multi-unit banking spread during 1929.

This survey represents the most complete tabulation of group banking
resources which has been published, and will serve to clarify the degree to
Which this method of achieving successful banking operation while maintaining
the individual banking units as separate chartered units has progressed.
,In addition to the groups listed in the tabulation, there are many lesser
cnain systems and also many group organizations, large and small, which are
built around a more or less "invisible" central ownership of stock. No
effort has been made to include these "invisible groups" in the tabulation.
Several such chains when approached for statistics replied that they were
tmt a "group system" and would not accept such a classification.
Nor has an effort been made to tabulate the branch bank systems which exist

in the States which permit city-wide or state-wide branch operation, except as
these systems are part of " groups " of independently chartered banks. Hence
certain North Carolina and South Carolina branch bank systems which were
formerly groups escape the "roll call."

If branch systems were taken into consideration, they would include such
organizations as the National City Bank of New York, with 37 branches, and
12,200,000,000 in resources; Corn Exchange Bank, and numerous other New
Fork and other city institutions; quite a number of California and other
3ranch bank State institutions, including the Bank of California of San Fran-
cisco, which enjoys the peculiar privilege of conducting branch operations out-
side of its home State; the North Carolina Bank & Trust Co., with 10 branches
find resources of $46,600,000; the Peoples State Bank of South Carolina, with
rranches in 27 cities and resources of $14,864,000, etc.

MULTIUNIT RANKING RESOURCES MAY TOTAL $18,000,000,000

Pull knowledge of the figures for city or state-wide branch institutions would
180asiblY double the amount of our Nation's banking resources which are repre-
sented in institutions committed to one form or another of multiunit banking
oneration making their totals $18,000,000,000 or so.
Barely two-thirds of the groups listed are more than a year old and organiza-

tion of groups still continues.
In some instances these new organizations are simply the coming forward

1,100 open group operation of systems which have hitherto been invisibly linked
together. Once organized they both attract other unit banks and create a
situation in which competing key correspondent banks find it advisable to or-
ganize their own groups. Such a situation impelled the organization of some
of the largest mid-western groups last year.
Developments in group banking during 1930 are expected to reveal the or-

ganization of still new groups, and the aggressive promotion of those already
existing.

CONTROVERSY IN LEGISLATIVE FIELDS

State legislatures and Congress are likely to be scenes of sharp controversies
as to the advantages and disadvantages inherent in the group banking system

emliDared with either unit or branch bank methods of operation.
One of the things which loom as a possibility as a result of the legislative

attitude and which has been seriously though not publicly discussed is the
0°..rganiza1i0n of a group bankers' association, which will consider the problems

legislation, operation, and management principles which are peculiar to
luilltibank systems as, for instance, the trust company division of the American
liankers' Association considers pertinent trust questions.
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BRANCH, CHAIN, AND GROUP BANKING

WEDNESDAY, APRIL 23, 1930

HOUSE OF REPRESENTATIVES,
COMMITITE ON BANKING AND CURRENCY,

Washington, D. C.
The committee met at 10.30 a. m. in the committee room, Capitol,

son. Louis T. McFadden (chairman) presiding.
The CHAIRMAN. The committee will come to order.
We have before the committee this morning Mr. Robert 0. Lord,

of the Guardian Detroit union Group of banks. Mr. Lord has
prepared a statement, and it has been requested, inasmuch as Mr.
Lord has furnished the members of the committee with copies of
the statement, that he be permitted to proceed without interruption
until he completes the statement.
We will be very glad to have you proceed now, Mr. Lord.

STATEMENT OF ROBERT 0. LORD, PRESIDENT GUARDIAN DETROIT
UNION GROUP (INC.)

Mr. Loin). I have read carefully all published reports of hearings
hefore your committee, and from them I understand that, follow-
ing your usual procedure, you wish me to make an uninterrupted
stf4ement on the subject of group banking, at the conclusion of
Which I shall be glad to endeavor to answer, to the best of my abil-
ity, any questions which may occur to members of the committee in
Connection therewith.
:A few weeks ago your chairman very courteously, furnished me
with an outline of the points upon which the committee desired in-
formation. If it is agreeable to the committee, I shall, in my verbal
statement this morning, take up each of these subheadings in turn,
touching upon what I consider the high lights of the material which
I have prepared, and submitting detailed data as appendices for in-
clusion in the printed record, if, in the judgment of the committee,
this information is deemed to be of sufficient value to warrant its
conclusion.

should like to state right at the start that I feel that the com-
mittee, through these hearings, is laying the statistical foundation
"Pon which we must build the banking structure of the future.
Information developed through the instrumentality of these hear-

ings is bound to be of inestimable, value to bankers generally. I
have already derived great benefit from the information so far
P.ublished, and I am more than glad to make what small contribu-
tion I can to the common fund of information, bearing upon the
economics of the present situation in regard to banking, with the

1037
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thought that we bankers will all have more accurate and more
comprehensive charts by which to steer the courses of our respective
financial institutions in the future.
Every banker is to-day faced with the necessity of adapting

banking practices and methods to economic conditions which have
changed materially over those which obtained but a few years ago..
The past few years, here in America, have witnessed the sudden

acceleration of economic forces which had been silently at work
for more than a decade. Our use of electrical energy is increasing
four times as fast as our population and even now equals that of
the rest of the world combined. As a consequence, we have been
able to obtain a steadily increasing productivity per worker, and
simultaneously effect a gradual but substantial reduction in the
hours of labor.
Commodity prices have, in general, declined—in the face of rising

wage scales. The resultant improvement in our standard of living
has excited the interest of the world and thrust upon America a
new leadership—and with it new responsibilities, of which a con-
siderable portion have devolved upon the bankers of to-day.
Many years ago economic pressure welded our crazy quilt of

hundreds of short local railroads into a relatively small number
of trunk lines, which, by superlatively prompt and effective service,
ha ve been heavy contributions to the national prosperity with which
we have been blessed over a. period of years, and which we shall
undoubtedly continue to enjoy in spite of occasional recessions.
Yet the pressure still persists, under. mandate of Congress, for
fewer and presumably more efficient railroad systems. The present
line of the New York Central Railroad, between New York and
Buffalo, originally consisted of literally dozens of independently
owned short lines, each with its own management, frequently at
odds with that of other short lines.

Similarly, the line of the Pennsylvania Railroad between New
York and Pittsburgh originally consisted of a large number of short
lines. Who, to-day, would venture the claim that a return to former
conditions would be an improvement over the satisfactory service,
for passengers and for freight, which we take for granted to-day.
Our highly integrated industrial enterprises have time and again

proved bulwarks of strength in piece and in war, in prosperity and
in depression. Our great superpower systems have created huge
reservoirs of energy, with a flexibility of .distribution which has
enormously increased our potential productivity,. and, incidentally,
substantially lowered the average cost of electrical energy to the
consumer.
Throughout our whole business structure the pressure is in the

direction of larger and larger units, and more and more effective inter-
connection of units over wider and wider areas. The compelling
reason is greater efficiency, bringing in its train lower prices for the
consumer, greater stability of operations for the producer, and there-
fore a more abundant prosperity for the community served.
Banking, too, has felt the pressure toward larger units and closer

interconnection of units, the better to serve growing industries and
communities. The quickened tempo of to-day's business has em-
phasized the interindependence of communities within the same
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natural industrial area, and has indicated the need for a more com-
Prehensive and more closely knit banking service than has been
available heretofore through the isolated unit banks, which met the
less exacting requirements of a few years ago.
The impact of science is a major factor in keeping the business

World in a state of flux. Research is creating new industries and
destroying entrenched monopolies. We telephone London or Paris
as easily as the nearest city; radio flings whispered words around the
!odd; television will be an accomplished fact before we finish saying
It can't be done." The airplane shrinks America to one-fourth

railroad size. Improved means of communication and transportation
,are constantly accelerating the pulse of business. Banking must
act') pace.
it seems to me axiomatic that the happiness and prosperity of the

residents of a given community depend, with few exceptions, upon
the progress of its wealth-producing industries and other activities.
These, in turn, can not flourish unless adequate banking facilities
are promptly and continuously available. I think we should all re-
t.Innet ourselves, at this juncture, that banking is not business of
?tself—banking is merely a facilitating function of business. Bank-
ing of itself creates no new weatlh, but a sound and adequate system
of banking does aid in the creation of new wealth and can be of
great assistance to the actual producers in facilitating the prompt
alld efficient interchange of goods and services, without which there
eau be no general diffusion of the state of well-being which we all
desire.
Banking must adapt itself to changing conditions if industry and

trade are not to be hamstrung in the struggle for world markets,
which is beginning to emerge as the outstanding characteristic of
the period through which we are passing.
I think it has been amply demonstrated, from the testimony al-

teady presented to the committee, that the larger cities to-day enjoy
a sifer and more effective banking service, in all phases, than is
avallable to the smaller communities.
One of the movements to extend metropolitan service to sub-

enters, within a given trade area, has come to be known as group
Danhing. Guardian Detroit Union Group (Inc.) was organized to
acquire the stocks of banks, trust companies, and other corporations
for the purpose of providing unified ownership, coordinated opera-
ion, massed resources, and world-wide contacts with industry and
‘rade----an improved, completely rounded-out banking service for the
great industrial area of lower Michigan. Quite frankly, it is as
Yet too early to appraise the results attained to date. Time alone
Will tell whether or not we are on the right track. In the mean-
Vine we are keeping our minds open and will welcome suggestions
r̀(nri governmental authorities or guidance through legislation.
Taking up, in order, the topics suggested by your chairman, I shall

endeavor to conserve the time of the members of the committee by
,endeavoring to point out what I consider to be the significant fea-
'tires of the information requested, submitting, at the conclusion of
each phase of my statement, complete detailed data as an appendix.
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1. CHARTER AND BY-LAWS

In order to present a proper picture of the organization of Guard-
ian Detroit Union Group (Inc.), it is perhaps necessary to start the
story a few years previous to the formal incorporation of the group
company.
As we all know, the effect of the growth of the automotive indus-

try was a tremendous and rapid increase in the population of Detroit.
Thirty years ago, it was a city of about 300,000. Now it has in
excess of 1,500,000 people.
During this period, manufacturing so absorbed the attention and

energy of Detroiters that banking facilities did not keep pace with
the needs of the growing city. Detroit found itself dependent finan-
cially on outside cities. Even up to a few years ago, Detroit, fourth
in population and value of manufactured products, ranked eighth or
ninth in banking resources.
To help remedy this situation, on June 15, 1927, there was or-

ganized, under the banking laws of the State of Michigan, Guardian
Detroit Bank. Under the plan and subscription agreement, there
was sold unified stock. Each subscriber to stock in Guaraian De-
troit Bank at the same time subscribed for the same number of
shares of Guardian Detroit Co., an investment affiliate, and for one-
fifth of the number of shares in Guardian Trust Co., a purely fidu-
ciary organization, which had been organized under the banking
laws of the State of Michigan about two years previously. There
were thus created three independent corporations owned by the
same stockholders, in no way subsidiary to each other.

It was provided that none of the stock of the bank, the trust com-
pany, or the securities company should be acquired or transferred
except in connection with the acquisition or transfer of a propor-
tionate amount of the stock of each of the other two companies, so
that each stockholder would, at all times, own the same percentage
of the stock of any one of said companies as he owned of the stock
of each of the other two companies.
The Detroiters—drawn from the ranks of manufacturing, mer-

chandizing, construction, transportation, publishing, real estate)
finance, and the professions—who sponsored the formation of De-
troit's first group of related institutions equipped to transact, under
one roof, every kind of banking, trust, and investment business for
individuals and corporations, included, among others—
Henry E. Bodman, counsel Packard Motor Car Co.
Ralph H. Booth (now minister to Denmark), president Booth Publish-

ing Co.
Roy D. Chapin, chairman of the board, Hudson Motor Car Co.
Howard E. Coffin, president National Aviation Corporation.
George It. Fink, president Michigan Steel Corporation.
Fred .T. Fisher, vice president General Motors Corporation.
Edsel B. Ford, president Ford Motor Company.
Albert Kahn, architect.
Ernest Kanzler, now president Universal Credit Corporation.
Carlton M. Higbie and Jereme E. J. Keane, partners in the security bUSi"

ness of Keane, Higbie & Co.
Alvan Macauley, president Packard Motor Car Co.
W. Ledyard Mitchell, vice president Chrysler Corporation.
Charles S. Mott, vice president General Motors Corporation.
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ired T. Murphy, trustee Murphy family trusts, also a trustee of Yale
University.
Alger Shelden, president Shelden Land Co.
William Robert Wilson, chairman Great Lakes Aircraft Corporation.

Tinder unified ownership, and with coordinated management, these
three institutions, which came to be known popularly as "the
guardian group," grew and prospered so that within two years their
algregate resources amounted to approximately $78,000,000, without
Including the figures of the Guardian Detroit Co., the securities
company.
, Branch banking, within the corporate limits of the municipalities
m which organized, had been permitted in Michigan for several
Years, one of the larger State banks having no less than 100 branches
111 the city of Detroit.
Due to its great growth in recent years, several adjoining muni-

cipalities had been annexed to Detroit, but several others had main-
tained their corporate identity although plainly included in the same
e,conomic area. In fact, two municipalities, Highland Park and
ilaintrainck, are entirely surrounded by Detroit.
In one of these municipalities was Highland Park State Bank

(with seven branches) and Highland Park Trust Co. The officers
,fl directors of the Highland Park institutions felt that it would
ue distinctly advantageous to effect a closer working arrangement
with a large down-town bank, and the officers and directors of
Guardian Detroit Bank were equally desirous of obtaining suitable
additional banking locations in the metropolitan area of Detroit,
Without going through the slow and expensive process of acquiring
Sites and building up deposits in the various shopping and industrial
communities.
In order to acquire the Highland Park institutions, which were

?Inside the corporate limits of the city of Detroit and could not,
refore, be operated as branches of Guardian Detroit Bank, 

'
al-

from a purely economic standpoint they occupied exactly
same status as branch offices in the contiguous corporate area of

4:etroit, it was decided to organize under the provisions of the
e5eneral corporation laws (Act 84, Public Acts of 1921, as amended)
ria Michigan corporation under the corporate title Guardian Detroit
t"T°11P (Inc.), for the following purposes:
0̀; acquire, own, hold, dispose of, and deal in stocks, bonds, and other evidences
,,itulndebtedness and securities, including those issued by any corporation,
"D'o_ estic or foreign, and to possess tied exercise in respect thereto, all rights,
th,I,Vels, and privileges of individual owners thereof, including the right to vote

same and to execute proxies thereof.

The banking laws of Michigan (including Act LXVI, Public
Ft.s of 1929) impose no limitation on the ownership of bank stocks

which would make such ownership different from that of other cor-
Psierate shares. Furthermore, express power to acquire and own
oilares of other corporations is given in Article III of the articles

association quoted above. The ownership of such shares by the
'e°41P,any is specifically "in furtherance of the objects of its exist-
:111c°. ' The power so to do is conferred upon the company by its

arter and the statute of the State of Michigan. Furthermore, no
NtatUte Could be found wherein a restraint of any sort is imposed

100136-30—voL 2, PT 9-3
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upon the transfer or ownership of shares of stock in national banks
operating in Michigan, in Michigan State banks or Michigan trust
companies.
Guardian Detroit Group (Inc.) was organized purely as a hold-

ing company, and, as such, its powers are limited solely to ownershiP
and other securities and the exercise of the incident privilege of
such ownership. This is the entire scope of its powers under its
charter.
In order to determine whether the owning and voting of such

shares (which is the full extent of business in which it is engaged)
by the company might be held to engage the company in the busi-
ness of banking, this question was submitted to the attorney general
of the State of Michigan. It was our contention that the answer
must be found in the nature of the business as authorized and car-
ried on by the company. With this view2 the attorney general
agreed in an opinion filed on October 9, 1929, in which he reached the
following conclusions:

BANKING LAW—CORPORATION LAW—STOCK

(Opinion of Attorney General of the State of Michigan, Filed October 9, 1929)

SYLLABUS

First. A holding company may organize under the general corporation lawn
of Michigan and may, if its charter is broad enough, purchase, own, and
hold shares of stock in State banks.
Second. The ownership and exercise of incidents of ownership of stock in

a holding company owning all but qualifying shares in several banks is not
legally doing a banking business in the State, in violation of law.

Third. It is only when the practices of a holding company become sue
as to usurp the functions of the bank in fact and in reality, so that a banking
business is being done by the holding company that intervention can be sus'
tattled.
Fourth. A holding company, can, by expression in its charter, meet the

double indemnity of statutory liability under the banking act.
Fifth. It is the banking department's duty to continue to treat individual

banks concerned in stock purchased by a holding company in all respects
as individual units for examination and all other purposes; and also to scruti-
nize the operation of such banks in their factual relationship with the holding
company.

It will be noted from paragraph 4 of the above syllabus that the
Attorney General held that a holding company could, by expression
in its charter, meet the double indemnity of statutory liability under
the banking act. Provision to this effect had been made some five
months previously in the original articles of association of guardian
Detroit Group (Inc.), filed on May 10, 1929, as follows:
ART. IX. The holders of the stock of this corporation shall be individualll

and severally liable (in proportion to the number of shares of its stock held
by them respectively) for any statutory liability imposed upon this corporation
by reason of its ownership of shares of the capital stock of any bank or told
company.

Subsequently, the above paragraph of Article IX of the articles
of association was amended at a meeting of the stockholders held oo
October 18, 1929, so as to provide a method of enforcing the double
liability of stockholders with respect to bank and trust companY
shares owned by said corporation, as follows:

ART. IX. The holders of stock of this corporation shall be individually and
severally liable (in proportion to the number of shares of its stock held a
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them n respectively) for any statutory liability imposed upon this corporation by
reason of its ownership of shares of the capital stock of any bank or trust com-
RIMY, and the stockholders of this corporation by the acceptance of their cer-
tificates of stock of this corporation severally agree that such liability may be
enforced in the same manner as statutory liability may now or hereafter beenforceable against stockholders of banks or trust companies under the lawsof the United States or the state of Michigan. A list of the stockholders of

corporation shall be tiled with the banking commissioner of Michigan and
a Comptroller of the Currency whenever requested by either of those officers.

• Another provision to which we shall have occasion to refer later
Is that embodied in the second paragraph of Article IX, as amended,
Which reads as follows:
uA. IX. This corporation reserves and shall have the right from time to
Are, Upon the affirmative vote of three-fourths of its directors, to issue and
r_Vase of all or any of its unissued or increased stock for the purpose of acquir-
N stock of banks, trust companies and other corporations without offering totne stockholders of this corporation for subscription any of the stock so to bedi Stockholders

of.

The only particularly significant paragraph in the by-laws is the
following
_ham VI. Whenever at any meeting of the stockholders of a bank or trust
`'_,;4?Pany of which this corporation shall at the time own 75 per cent or more
1̀01 the outstanding stock, an election of a board of directors is held, the shares
such bank or trust company owned by this company shall be voted in favorot„,the election of a board of directors of wh:ch at least 75 per cent shall consist

,uoek airectors residing in the municipality where said bank or trust company is
ated or within a radius of 50 miles thereof.

,Perhaps I should mention in passing that the board of directorsof all of our member units outside of the Detroit metropolitan area,
,a,re made up entirely of local men, except in three instances wherein

local boards were insistent upon having in one case three and in
Tie other two cases one representative from Detroit to serve on their
qlrectorates. All of these representatives are practical operating
Acers of Detroit units.
In brief, the articles of association (charter) have been accepted

:PI approved by the secretary of state of Michigan. The pro-
as to statutory liability give the same protection to deposi-

.°1's in unit member banks and trust companies as when the shares'fl these institutions were owned by various individuals.
i in order to complete the record, photostatic copies of the follow-
ng documents (marked "Appendix I ") are submitted for the infor-
Anation of the committee:

Certificate of the secretary of state of Michigan authorizing the
'°rPoration to commence business, dated May 10, 1929.

Articles of association with all amendments to date.
Copy of by-laws with amendments to date.

r (The documents in question are printed at the conclusion of Mr.
i.dord's testimony.)

DIRECTORATE OF HOLDING COMPANY

The original board of directors was a small one, comprising only
-Ina members, but, with the acquisition of additional banks, one or
rtclOre directors chosen from the board of the unit acquired was added
? the directorate of the holding company, except in the case of a
,sew of the smaller institutions. Usually, the chairman or president
u: senior operating officer of the unit in question was elected a di-cector, and, in addition, the unit bank VMS invited to designate a,
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senior active operating officer to serve on the operating committee
the functions of which will be described later.
The board at present comprises:
Frank W. Blair, chairman of the board, Union Guardian Trust Co., Detroit

Mich.
Arthur C. Bloomfield, chairman, Union & Peoples National Bank, Jackson,

Mich.
Henry E. Bodman, counsel, Guardian Detroit Union Group (Inc.), Detroit,

Mich.
Clarence H. Booth, chairman of the board, Motor Bankers Corporation,

Detroit, Mich.
Ralph H. Booth, president, Booth Newspapers (Inc.), Detroit, Mich.
Joseph H. Brewer, president, Grand Rapids Trust Co., Grand Rapids, Mich,
Walter 0. Briggs, chairman and president, Briggs Manufacturing Co., Detroit

Mich.
Daniel D. Brown, president, First National Bank & Trust Co., Port Huron,

Mich.
Harry C. Bulkley, attorney, Campbell, Bulkley & Ledyard, Detroit, Mich.
Charles S. Campbell, president, First National Bank & Trust Co., Kalama.

zoo, Mich.
Roy D. Chapin, chairman of board, Hudson Motor Car Co., Detroit, Mich.
George R. F,nk, president, Michigan Steel Corporation, Detroit, Mich.
William A. Fisher, president, Fisher Body Corporation, Detroit,- Mich.
Edsel B. Ford, president, Ford Motor Co., Detroit, Mich.
Frank E. Gorman, vice president, Capital National Bank, Lansing, Mich.
Stephen A. Graham, president, Federal Commercial & Savings Bank, Port

Huron, Mich.
John C. Grier, jr., president, Guardian Detroit Co., Detroit, Mich.
C. H. Haberkorn, jr., chairman of board, Bank of Detroit, Detroit, Mich.
Carlton M. Higbie, chairman of board, Keane, Higbie & Co., Detroit, Mich.
Sherwin A. Hill, attorney, Warren, Hill & Hamblem, Detro:t Mich.
Charles H. Hodges, vice president, American Radiator & Standard Sanitari

Corporation, Detroit, Mich.
James Inglis, president, American Blower Corporation, Detroit, Mich.
Richard P. Joy, director, National Bank of Commerce, Detroit, Mich.
George B. Judson, president, Bank of Detroit, Detroit, Mich.
Ernest Kanzler, president, Universal Credit Corporation, Detroit, Mich.
Jerome E. J. Keane, director, Guardian Detroit Bank, Detroit, Mich.
Dwight B. Lee, president and treasurer, Motor Products Corporation, Detroit

Mich.
Robert 0. Lord, president, Guardian Detroit Bank, Detroit, Mich.
Alvan Macauley, president and general manager, Packard Motor Car Co.,

Detroit, Mich.
Francis C. McMath, director, Canadian Bridge Co. (Ltd.), Detroit, Mich.
George B. Morley, chairman of board, Second National Bank & Trust Co.,

Saginaw, Mich.
Charles S. Mott, vice president, General Motors Corporation, Detroit, Mich.
Fred T. Murphy, trustee, Murphy Family Trusts, Detroit, Mich.
Edwin H. Nelson, president, Nelson, Baker & Co., Detroit, Mich.
Phelps Newberry, vice president, Guardian Detroit Bank, Detroit, Mich.
Ransom E. Olds, chairman of board, Reo Motor Car Co., Lansing, Mich.
Jerome H. Remick, president, Detroit Creamery Co., Detroit, Mich.
Herbert S. Reynolds, president, Union & Peoples National Bank, Jackson,

Mich.
John R. Russel, director, Union Guardian Trust Co., Detroit, Mich.
Murray W. Sales, president, Murray W. Sales & Co., Detroit, Mich.
Henry H. Sanger, president, National Bank of Commerce, Detroit, Mich.
R. Perry Shorts, president, Second National Bank & Trust Co., Saginavi,

Mich.
Hal H. Smith, attorney, Beaumont, Smith & Harris, Detroit, Mich.
Oscar W. Smith, president, Parke, Davis & Co., Detroit, Mich.
John N. Stalker, president, Union Guardian Trust Co., Detroit, Mich.
James L. Walsh, vice president, Guardian Detroit Bank, Detroit, Mich.
Charles Beecher Warren, attorney, Warren, Hill & Hamblen, Detroit, Mich.
Dudley E. Waters, chairman, Grand Rapids National Bank, Grand Rapids,

Mich.

—ad
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a• NUMBER, NAME, LOCATION, CAPITAL, SURPLUS DEPOSITS, AND RE-

SOURCES OF EACH BANK ACQUIRED BY GUARDIAN DETROIT UNION GROUP

(INC.)

The following information is submitted as of the close of business
March 27, 1930, Which is taken as a convenient date by reason of
the fact that it is the date of the last call of the Comptroller of the
Currency for Statemtnt of Condition of National Banks. It also
zs the date upon which the State Banking Commissioner of Michi-
Pn called for a Statement of Condition of all State Banks and
-Crust Companies in Michigan.
As of March 272 1930, Guardian Detroit Union Group (Inc.)

Owned all or practically all of the capital stock (except directors'
qtntlifying shares) of 10 national banks, 2 located in Jackson and
1 ni each of the cities of Battle Creek, Detroit, Grand Rapids,
113Calamazoo, Lansing, Niles, Port Huron, and Saginaw, 6 State
4.116, members of Federal reserve system, 2 located in Detroit and

each of the cities of Dearborn, Flint, Highland Park, and Port

r4 "Iron; 6 State banks nonmembers of Federal reserve system, 2
.,°c1.ted in Dearborn and one in each of the cities of Detroit, Grosse
Fointe Park, Hamtramck, and Trenton, and 5 trust companies, liin-
l•ted to purely fiduciary activities under the Michigan law, 2 located
.Detroit and one in each of the cities of Flint, Grand Rapids, and

nighland Park, with capital, surplus, deposits, and resources as
follows:

Unit •
In 'which the Guardian Detroit Union Group (Dw.), holds a controlling

• interest, recopit tact 4015

10 natio6 State
1?0(lera

- State b.
?ederl8 
trust e 

_

Capital Surplus
Undivided
profits and
reserves

Deposits Resources

51 banks 
banks (members

$10,200,000.00 $10, 500, 000. 00 $4, 189,210.70 $176,707,176.87 $205, 977,951. 18

I reserve system) _ _
inks (nonmembers

12,600,000.00 7, 510, ooa 00 3, 121,497.18 155,884,329.58 181,510 387. 12

I reserve system) . _
onpanies.  

I, 250,
7, 550,

000.
000.

00
00

492 150.00
4, 574, 000. 00

159,
1, 653,

174.
977.

88
77

10,
58,

130,
117,

710.
955.

62
12

12, 697,
76, 194,

578. 86
525. 05

31,600,000.00 22,626, 150. 00 9, 123,860.53 400,840,172.19 476, 389,442. 21

00n March 27, 1930, the Guardian Detroit Union Group (Inc.),
;Q480 owned an approximate 40 per cent interest in seven small
't.irtte banks nonmembers of the Federal Reserve System.
„In order to complete the record, detailed figures are submitted for
'ne information of the committee, marked Appendix II.
kr(The document referred to is printed in full at the conclusion of

• Lord's testimony.)

4 NAME AND CAPITAL STRUCTURE OF CORPORATIONS OTHER THAN

C°84,14MERCIAL BANKS AND TRUST COMPANIES, THE MAJORITY OF THE

'4:)Cli OF WHICH IS OWNED BY GUARDIA N DETROIT UNION GROUP (INC. ) •

e.49n March 27, 1930, Guardian Detroit Union Group (Inc.), owned
situler directly or indirectly all or substantially all of the capital
ock of two joint stock land banks; nine securities companies; one
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title guaranty company; two building companies; and one safe
deposit company, all located in Michigan, excepting one Joint
Stock Land Bank Co., whose principal place of business was Cleve-
land, Ohio, and one securities company in California, with a nom-
inal capital of $10,000.
In order to complete the record, detailed figUres as to capital

stock, surplus, undivided profits, reserves and total resources of
these corporations (marked "Appendix III ") are submitted
for the information of the committee.
(The document referred to is printed in full at the conclusion of

Mr. Lord's testimony.)

5. METHOD OF ACQUIRING BANKS AND CORPORATIONS

As previously indicated under the original articles of association
(charter) of Guardian Detroit Group (Inc.), the company mar,
upon the affirmative vote of three-fourths of its board of directors,
issue and dispose of unissued or increased stock of said company for
the purpose of acquiring stocks of banks or trust companies without
offering to the stockholders of the company for subscription the
stock to be so disposed of. By special provision of said charter, it
is provided that the stockholders of said company shall be individ-
ually and severally liable (in proportion to the number of shares
of stock held by them respectively) for any statutory liability im-
posed on such company by reason of its ownership of such shares
of the capital stock of any bank or trust company.
In accordance with these provisions of the charter, Guardian De-

troit Group (Inc.), acquired all or substantially all of the capital
stock of the following institutions (except directors qualifying
shares) :
Guardian Detroit Bank, Detroit, Mich.
Guardian Trust Co., Detroit, Mich.
Guardian Detroit Co., Detroit, Mich.
Highland Park State Bank, Highland Park, Mich.
Highland Park Trust Co., Highland Park, Mich.
Bank of Dearborn, Dearborn, Mich.
National Union Bank & Trust Co., Jackson, Mich.
Federal Commercial & Savings Bank, Port Huron, Mich.
First National Bank & Trust Co., Port Huron, Mich.
Bank of Detroit, Detroit, Mich.

While Guardian Detroit Group (Inc.), was negotiating with and
acquiring the above-listed institutions another company, called the
Union Commerce Corporation, of Detroit, Mich., had acquired all or
substantially all of the capital stock (except directors' qualifying
shares) of the following institutions:

National Bank of Commerce, Detroit, Mich.
Union Trust Co., Detroit, Mich.
Union Co., Detroit, Mich.
Michigan Industrial Bank, Detroit, Mich.
Union State Bank, Dearborn, Mich.
Bank of Commerce, Dearborn, Mich.
Jefferson Savings Bank, Grosse Pointe, Mich.
Union Joint Stock Land Bank, Detroit, Mich.
Ohio-Penn. Joint Stock Land Bank, Cleveland, Ohio.
City National Bank & Trust Co., Battle Creek, Mich.
Keane, Higble & Co., Detroit, Mich.
Union Industrial Bank and Union Industrial Trust Co., Flint, Mich.

—.al
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ynion Commerce Corporation had also acquired through exchange
°I its stock an approximate 40 per cent interest in seven small banks
toeated entirely in agricultural communities. In two other cases
°8 per cent and a 78 per cent interest was acquired. In acquiring
the Ohio-Penn. Joint Stock Land Bank of Cleveland, Ohio, the
Union Commerce Corporation exchanged its own stock for a portion
of the Land Bank stock and in addition, purchased a large number
of shares for cash. In the case of one other bank, the Union Corn-
fierce Corporation after exchanging its stock entered into an agree-
4.171.ent with the stockholders wherein the Union Commerce Corpora-tion purchased a considerable number of shares for cash.
r, Early in September of 1929, representatives of Guardian Detroit
`rroup (Inc.) and Union Commerce Corporation discussed the pos-
sible advantages which might arise from a merger of the two com-
Padies. The discussion pointed out manifest benefits, and accord-
1,11g1Y a proposed plan and agreement was drawn up providing for
'Ale acquisition of the stock of Union Commerce Corporation by
vuardian Detroit Group (Inc.) through exchange of shares on a
8,hare for share basis after declaration of a 20 per cent stock divi-
dend by Guardian Detroit Group (Inc.)
On December 17, 1929, the plan was declared operative—the title
Guardian Detroit Group (Inc.) thereupon being changed to

pfiardian Detroit Union Group (Inc.), which is its title to-day.tough this merger the latter company acquired ownership of
at°ek in the financial institutions and other corporations referredto in the preceding paragraphs.
• Subsequently, Guardian 'Detroit Union Group (Inc.) acquired by

Zellange of stock all or substantially all of the stock, except direc-
ts qualifying shares, of the following institutions:
Peoples National Bank of Jackson, Mich.
City National Bank & Trust Co., Niles, Mich.
Capital National Bank of Lansing, Mich.
Grand Rapids National Bank, Grand Rapids, Mich.
Pirst National Bank & Trust Co., Kalamazoo, Mich.
Grand Rapids Trust Co., Grand Rapids, Mich.
Second National Bank & Trust Co., Saginaw, Mich.

„Subsequent to March 27, 1929, which date has been selected for
data included in this statement, Guardian Detroit Union Group

k'oc.) acquired (on April 8, 1930) practically all of the capital
!Ito*, except directors' qualifying shares, of the National Bank of

411 figuring the basis of exchange of stock of the group company
tlds that of the banks or trust companies acquired, it may be stated
13'41) in general, the method was to reduce to a parity of actual value
tdt,il the stock of the holding company and the stock of the bank
to 

be acquired; and earnings of both institutions were also reduced
a Parity—both factors being given due consideration in arriving
a basis satisfactory to both parties at interest. In this manner

41flY tendency toward dilution of either actual value of the shares0 
earning power was minimized.

t, Actual values were determined by an examination of the assets of
tI°:e bank with 'which negotiations were under way; and the bank,
:',r.ough its representatives, in turn, was afforded an opportunity to
'141afy itself as to the value of the shares of the group company.
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d
On March 27, 1930, Guardian Detroit Union Group (Inc.) owned a

all or substantially all of the stock of 27 banks and/or trust corn- c
panies and a minority interest in seven additional banks. This is
exclusive of the two joint-stock land banks owned. Many of the o
units acquired already had existing branches within the city limits
of the municipality in which located. The total number of locations !
at which banking business is now transacted aggregates 102, exclu- i
sive of the seven banks in which a minority interest is owned. 1]

1(
0. CAPITAL STRUCTURE OF GUARDIAN DETROIT UNION GROUP ( INC. )

Guardian Detroit Union Group (Inc.) has but one class of capital li

stock of $20 par value. To date 2,500,000 shares have been autbor 81
ized, of which there are at present issued and outstanding 1,544,844 t

shares, representing a total of $30,896,880 par value out of a total 
ei
c

authorized capital of $50.000,000. 1(
These shares have been validated by the Michigan Securities Com-

mission and were listed on the Detroit Stock Exchange on February I
8, 1930. . 1

It may be of interest to state at this juncture that Guardian
Detroit Union Group (Inc.)—a Michigan corporation—is distinctly
a Michigan institution inasmuch as 7,192 stockholders out of a total h

1)

of 8,090 are residents of Michigan • 88.9 per cent of the stockholders
reside in Michigan and these Michigan stockholders own 92.64 a
per cent of the total stock now outstanding; New York City with li

a
150 stockholders owns only 2.13 per cent of the total shares out
standing. .

Details as to the geographical location of the stockholdings of the
group company are as follows as of April 1, 1930:

DISTRIBUTION OF STOCK

The distribution of shares of Guardian Detroit Union Group
(Inc.), according to the records as of April 1, 1930, was as follows:

Area

Michigan 
New York City 
Eastern part of United States (exclusive of
New York City 

Central part of United States 
Western part of United States (west of

Mississippi) 
Outside of United States 

Outside of Michigan, total 
Michigan, total_ 

Number
of stock-
holders

Total
shares held

7, 192
150

244
296

170
38

1, 424, 390
32, 751

31, 303
30, 190

17,762
1,119

Percentage
of stock-
holders to

total

8890
1.85

3.02
3.66

2.10
.47

Percentage
of stock
to total

92.64
2.13

2.04
1.96

1.16
. 07

Average
share I
holding

898
7, 192

113, 125
1, 424, 390

11.10
8890

7.36
92. 64

125.0
1984

8090 1, 537, 515 oo 100. 00 1904

T. RELATIONS BETWEEN GUARDIAN DETROIT UNION GROUP ( INC. ) AN

BANKS ACQUIRED

I believe that the information which the committee has requested
on this subject can best be given by reading excerpts from con'
fidential bulletin No. 1 of Guardian Detroit Union Group (Inc.)!

IL
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dated January 2, 1930, copies of which were furnished to all officers
and directors of unit members of the group. (Complete text in-
cluded in Appendix IV.)
(The documents referred to are printed in full at the conclusion

of Mr. Lord's testimony.)
From its inception Guardian Detroit Union Group (Inc.) has

stood committed to the fundamental policy of developing the stand-
ir.lg and prestige of local management and has placed the responsi-

1 
bility of such management upon the local boards of directors and
e .enca. officers.
Article VI of the by-laws of the group provides:

Whenever at any meeting of the stockholders of a bank or trust company of
loz.hich this corporation shall at the time own 75 per cent or more of the out-
standing stock, an election of a board of directors is held, the shares of such
batik Or trust company owned by this company shall be voted in favor of theejectIOU of a board of directors of which at least 75 per cent shall consist of
;Iirectors residing in the municipality where said bank or trust company is
located or within a radius of 50 miles thereof.

Tu further carry out these policies, the board of directors of
uardian Detroit Union Group (Inc.) adopted the following reso-

lutions :

,,e8a/red, That credit based upon the deposits in a local bank, which is a
i)  Member of Guardian Detroit Union Group (Inc.), shall be controlled wholly

thy e board of directors and the officers of the local unit bank; and
,Re•o/ved, That Guardian Detroit Union Group (Inc.) in its relationships_vvuith local banks which are unit members of the group, accepts as its sole

fraction, responsibility, and duty—to provide stronger support to the banks
till(' a more secure basis for these institutions—and the officers and staff of
the groin)  be, and they hereby are, directed to devote their energies and restricteir activities accordingly.

In order to put into effect these broad policies and such other more
s;rcifi.c courses of action as may be adopted in conformity thereto,

necessary to develop a form of organization for the group which
not only allow the greatest possible latitude in the transactionof

local business, but will also, by a process of mutual education,
'144 constantly available to each unit all the accumulated knowledge

arid expert opinion possessed by all the other units.
thein considering this subject of the organization and functions of

group company, it should be borne in mind that (the banking
4Wraii 1A 9,c t No. 66, public acts of 1929 State of Michigan, effective

1929, provides—

tv,SEe• 14. The affairs of each bank shall be managed by a board of not less
-an five directors * * *.
SEe. 15. The board of directors, or a quorum thereof, * * * shall meet at

;east once each month and shall at such meetings examine the loans and in-
made by the officers thereof since the last meeting of such board

,Z..o shall review the other transactions of such bank. It shall cause to be
-g:e,ad upon the records of such bank, in the record book thereof which shall
th'ergeePt for that purpose, the minutes of such meeting and all its actions

at, including the approval of all loans required to be approved by the
"oard of directors • • •.
01.811)°,• 17. The board of director d of each bank shall appoint from its members
" stockholders an examining committee, or committees, not including any

eLacer who has active management of the bank, whose duties it shall be to
1„4,111:oine the condition of the bank at least once every six months. The exam-
"ng committee shall report to the board, giving in detail all items included

v,til the assets of the bank which they have reason to believe are not of the
Ile at which they appear on the books and records of the bank, and giving
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the value of each of such items as in their judgment they may have deter-

mined.

From the above paragraphs it is evident that in each local bank
incorporated or existing under the act referred to, and similarly ill
each bank chartered under the national banking act, the directors

have certain statutory duties, for the satisfactory performance Of
which they are held personally responsible, and which can not be
by them delegated to any other person or persons.
Aside from the bald illegality of any attempt to ursurp the func-

tions or hamper the activities of the board of directors of a local unit
bank, such a course would run directly counter to prudence rod
judgment and commen sense. Experience indicates that the of
profitable business enjoyed by a given bank is the result of the per-
sonal efforts of directors and officers. Hence, any policy which Ina-
pairs, even in the slightest degree, the prestige and enthusiasm of a
local board of directors is a body-blow at the growth of the local
unit bank, and therefore at the growth and prosperity of the group
as a whole.
The deliberate adoption of policies so obviously suicidal is un-

thinkable; , nevertheless, extreme care must be exeicised to insure
that group management does not perhaps unconsciously encroach
upon the statutory and customary authority and responsibility of the
unit-bank management. Accordingly, it was deemed advisable to
particularly emphasize "the group policy of noninterference with
local management," by formal action of the group board of directors.
It was, therefore,

Resolved, That the board of directors of each local unit institution JO
Guardian Detroit Union Group (Inc.), is responsible for the management of
the affairs of the institution in question; and that the officers of each it
institution in the group are responsible directly to the board of directors for
their own institution and to no other authority, except the law.

In brief, the local banks, trust companies, and other unit members
of the group are, and should be, considered as enjoying all the rights
and accepting all the responsibilities of full partnership in the group/
among the advantages of which are:

First. Each separate institution has the backing of resources manY
times greater than its own, giving the depositor even greater as-
surance as to the safety of his funds.

Second. The larger local corporations need no longer go to New'
York or Chicago for such accommodations as they may need in
the matter of loans. The group should be able to provide all the
funds to which any of the local corporations are entitled.

Third. The depositors will have available to them the credit in-
formation and the financial and investment advice of a large or-
ganization, including specialists in many lines. A single institu-
tion of moderate size could not afford to employ such experts.
Fourth. The depositors are assured of the continuance of capable

management of the local institution. The group company must, of
necessity, be in a position to furnish capable personnel to any unit
member of the group when called upon to do so.

Fifth. The group provides contact with innumerable types 43
businesses and cooperation in developing new business for clients.

Sixth. The original stockholders of the unit bank, after exchang-
ing their stock for stock of the group company, will have a diver-
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ire I It would appear that the board of directors of the group company
ch I (Upon which practically all units are represented by one or more
he I directors) could, with perfect properity, announce its belief in the
to I 8olindness of a given policy, and request the president to bring it,
th as a "recommended policy "t to the attention of the boards of direc-
rs• ors of all unit member institutions liable to be benefited thereby.

The board of directors of the local unit institution would be at
liberty to agree or disagree with the recommendation, but when, as

oi and if approved by the local board, it would become the "approved
13°1ioY of the local unit institution.or I Both the board of directors of the local unit institution and that
of the group would have, then, a joint interest in seeing that theseVs I approved policies are put into effect. They also have a natural de-its I 
by 

to know the degree of conformity to established policies attained
1)? the local unit in question and how it compares in relative operat-

lig efficiency with other units of the group.1y , Apparently, then, the group company can perform the followingLs- 'Iseful functions for the local unit institutions without. in any way
'Violating the basic policy of encouraging local management to run
their own banks, namely:in (a) Acting as a clearing house for information bearing uponie Policies, practices, and results obtained by the various member unitinstitutions.
v, (6) Systematically making available to all units the practice of
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sky of risk, dependent not alone on the prosperity of their local
community but supplemented by larger resources with the invest-
;tient spread over banking institutions located in many cities—in
°anks serving a wide range of industry and territory.
Seventh. Their new group stock is part of an issue of much

greater number of shares, owned by thousands rather than hundreds
,°,f investors, giving them a broader and more active market in case
they care to buy or sell—a stock recognized as desirable collaterial
In every large city in the country.
Of course the advantages referred to above can be obtained only

as a result of establishing sound policies uniformly throughout the
groyp, developing unit organizations with the ability to put these
policies into effect, and providing a means of measuring the degree
1.11 w. hich these policies are effectively applied. The problem is to
ue.vise a form of organization which will accomplish these purposes
Without in any way infringing upon local autonomy.

GENERAL FUNCTIONS OF GROUP COMPANY

best with a view to enabling all to reach the highest standards
ii Of operation and resultant profit.

a„s(,c) Providing expert advice at minimum cost in regard to tax,le •". t insurance matters and extraordinary legal questions.of (d) Providing capable supervision in connection with buildingit construction and management.
,(e) Coordinating business development activities.of ,(f) Purchasing standard equipMent and supplies in quantity.

arn(ig) The group company should also provide an independent ex-
-ning force, in no way responsible for the condition which its
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examination discloses, to supplement the work of the board of direc-
tors of a local unit in connection with the examining responsibilities
imposed by statute.
In brief, it should be the principal function of the group company

to act in an advisory capacity—recommending to the boards of the
local units, policies, practices economies, an so forth.
The local boards and the f 

cr 
local officers of the units must operate

their own banks or trust companies. They are better able to know
and judge local conditions.
Guardian Detroit Union Group (Inc.) is not engaged in the bank-

ing business and has no intention of engaging in the banking busi-
ness. However, the need for coordinating activities of the various
member institutions requires some sort of organizations, in order to
achieve the increased efficiency which may reasonably be expected
from separate organizations imbued with a desire and a will to help
each other in providing the best possible service for the community
served. Accordingly, the following committees were elected by die
board of directors: Advisory committee, executive committee, oper-
ating committee.
The advisory committee is largely a policy-making committee, its

membership is comparatively small, and includes no active operating
officers of any unit. This committee has entire freedom in criticiz-
ing either the policies or the management of any unit or any depart-
ment of the associated institutions. Its meetings are not held on
stated days, but upon the call of the chairman. Operating heads of
units or departments have the advice and assistance of this com-
mittee as to any questions under consideration. The advisory com-
mittee, as at present constituted, includes the following:
Fred T. Murphy, chairman, trustee Murphy Family Trusts.
James Inglis, president American Blower Corporation.
Henry E. Badman, counsel Guardian Detroit Union Group (Inc.), Detroit,.

Mich.
Roy D. Chapin, chairman of board Hudson Motor Car Co., Detroit, Mich.
Edsel B. Ford, president Ford Motor Co., Dearborn, Mich.
Charles H. Hodges, vice president American Radiator & Standard Sanitary

Corporation, Detroit, Mich.
Ernest Kanzler, president Universal Credit Corporation, Detroit, Mich.
Alvan Maeauley, president and general manager Packard Motor Car Co.,

Detroit, Mich.
George V. Morley, chairman of board Second National Bank and Trust Co.,

Saginaw, Mich.
Charles S. Mott, vice president General Motors Corporation, Detroit, Mich.
Jerome H. Remick, president Detroit Creamery Co., Detroit, Mich.
John R. Russel, director Union Guardian Trust Co.
Murray W. Sales, president Murray W. Sales & Co., Detroit, Mich.
Charles B. Warren, attorney, Warren, Hill & Hamblen, Detroit, Mich.

The executive committee includes several members of the advisory
committee, together with other members of the board of directors
who are operating men in the organizations in the group. Its duties
are much the same as any executive committee, empowered to act
on behalf of the board of directors.
The operating committee is made up of the operating heads of the

various large units in the group. Its function is to discuss operating
details, new business, and other mutters pertaining to direct opera-
tions of the various institutions, which would make for better and
more economical operation and for the further growth and develop-
ment of the units in the group.
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The following are members of the operating committee:
James L. Walsh, chairman, vice president Guardian Detroit Bank.
Prank W. Blair, chairman of board Union Guardian Trust Co., Detroit, Mich.
Prank M. Brandon, president City National Bank & Trust Co., Niles, Mich.
Joseph H. Brewer, president Grand Rapids National Bank, Grand Rapids,

Mich.
_ Harry S. Covington, executive vice president National Bank of Commerce,
uetroit, Mich.
Frank E. Gorman, vice president and cashier Capital National Bank, Lansing,

Mich.

Stephen A. Graham, president Federal Commercial & Savings Bank, Port
Huron, Mich.
John C. Grier, jr., president Guardian Detroit Co., Detroit, Mich.
Carlton M. Higbie, chairman of board Keaue, Higbie & Co., Detroit, Mich.
George B. Judson, president Bank of Detroit, Detroit, Mich.

_ Charles A. Kanter, executive vice president National Bank of Commerce,
Lletroit, Mich.
Samuel R. Kingston, executive vice president and cashier National Bank of

Commerce, Detroit, Mich.
Robert 0. Lord, president Guardian Detroit Bank, Detroit, Mich.
butican J. McNabb, president Keane, Higb.e & Co. (Inc.), Detroit, Mich.

, Frank J. Maurice, executive vice president Highland Park State Bank,
dighland Park, Mich.
R. R. Morton, vice president and cashier City National Bank & Trust Co.,

uattle Creek, Mich.
Phelps Newberry, vice president Union Guardian Trnst Co., Detroit, Mich.

_ Bert K. Patterson, vice president and treasurer Guardian Detroit Union
viroup Detroit, Mich.
Herbert S. Reynolds, president Union and Peoples National Bank, Jackson,

Mich.
Alex. Robertson, vice president National Bank of Ionia, Ionia, Mich.
Henry H. Sanger, president National Bank of Commerce, Detroit, Mich.
Earl H. Shepherd, vice president First National Bank & Trust Co., Kalama-

zoo, Mich.
M. Perry Shorts, president Second National Bank & Trust Co., Saginaw,Mich.
John N. Stalker, president Union Guardian Trust -Co., Detroit, Mich.

_ Arthur H. Vogt. vice president and comptroller Guardian Detroit Union
elroup (Inc.), Detroit, Mich.
_Herbert R. Wilkin, executive vice president Union Industrial Bank, Flint,
mach.

Instead of setting up a number of departments or divisions in the
oup company, certain staff officers have been appointed to assist

1,ne president of the group company in coordinating and stimulating
'Ile activities of local institutions in accordance with "approve
Policies."
A complete list of the entire personnel of the group company is

Included in the annual report which is attached as Appendix V.
,..(The document referred to is printed in full at the conclusion of
°I.r. Lord's testimony.)
With the exception of the vice president and treasurer, and the

t,ecretary of the group company, the official personnel of Guardian
uetroit Union Group (Inc.) is made up entirely of talent loaned
'Iv the members of the group. The salaries, except in the instances
Riven above are paid by the local units of which the individual is

officer. ;This is in order to keep .at a minimum the expense of
ItIo group organization and at the same time supply to the units of
Lae group the best available advice on special subjects.
In the official organization of the group company, we have a

Eroup of active officers and advisory officers who, through their
'tnowledge and experience, should prove to be of great service to
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all of the units in the group. All operating heads are encouraged
to write to the group company on any questions wherein it is felt
that the staff of the group company can be helpful. Communica-
tions are ordinarily addressed to the president and by him referred,
if necessary to the proper officer in the group organization for
necessary action.
The advisory committee concerns itself only with the considera-

tion of broad questions which affect the policy of the group as a
whole; and the executive committee is limited in its activities to
functioning in lieu of the board during the interval between regular
quarterly meetings. However, the operating committee is intended
to be the instrumentality to which the operating heads of the various
unit members bring their day-to-day operating problems. In this
connection, I think it would be of interest, inasmuch as we are
dealing with a new kind of organization—to read a few extracts
from the minutes of the first meeting of this operating Committee:
The chairman outlined the purposes of the meeting, quoting from the annual

report of the president of Guardian Detroit Union Group (Inc.), as follows:
"The operating committee is made up of the operating heads of the various

large units in the group. Their function is to discuss operating details, new
business, and other matters pertaining to direct operations of the various
institutions, which would make for better and more economical operation and
for the further growth and development of the units in the group."

It was pointed out that the operating committee consists, as present,
of 27 members, and that it is apparently expected to take cognizance
of all matters which have a bearing upon efficient and economical
operation, or which may be expected to have an effect upon the growth
of any banking, fiduciary, or investment unit, or of the group as a
whole. It was the concensus that with such a large membership and
such a broad range of activities, the operating committee can function
most effectively through the organization of subcommittees, ap-
pointed to consider specific questions and to make appropriate re-
ports and recommendations to the operating committee.
It was agreed that the operating committee should be represented

by one of its own members on each subcommittee, but that the entire
field of group official personnel should be drawn upon freely in mak-
ing up the membership of the various subcommittees.
The chairman emphasized the importance of actually carrying out

the policy laid down at the first meeting of the board of directors cf
the group company, namely, that the unit instructions were to con-
tinue to function independently and subject only to the control of
their respective boards of directors and officers. He explained that
the operating committee was essentially a voluntary gathering of
operating heads of unit banks, trust companies, and other financial
organizations who plan to foregather, from time to time, with a view
to interchanging ideas; to determine, as the result of general dis-
cussion, the best banking policies and practices to the end that each
"recommended policy" should be adopted by such units as saw fit to
recognize the sheer logic of the suggestion, after taking into full
account the exigencies of its local situation.
The chairman requested all members to consider the meetings of

the committee as a forum for the discussion of, and a clearing Rouse
for, information bearing upon local-banking policies, operating
methods, difficulties encountered, and results obtained by the various

1
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illenther unit institutions, with a view of systematically making avail-
,Sb.le to all units the practices of best so as to enable all to reach the
elFhest standards of operations and resultant profit.
rhe chairman suggested that it was entirely possible that certain

recommended policies might be applicable to certain member unit
institutions and obviously inapplicable to others, and, accordingly,
that votes be taken by units on each separate question considered by
the operating committee so that proper flexibility of application
;you'd be insured without sacrificing the greatest possible degree of
narmon ious operation.

8. GEOGRAPHICAL AREA

IT 1u determining the geographical area into which Guardian Detroit
y Ilion Group (Inc.) has so far extended its operations, we were
rertunate in having a natural, relatively compact trade area lying
!buost wholly within the State of Michigan. We have to date con-
uned our operations entirely to the lower Peninsula of Michigan, the
Upper peninsula forming no part of the natural trade area.
All corporations now a part of the Guardian Detroit Union Groupg

n
ne.) are located within the confines of the State of Michigan with
e exception of the Ohio-Pennsylvania Joint Stock Land Bank,

Cleveland, Ohio, and the Guardian Detroit Co., of California, a
securities sales organization operating with a nominal capital of
$10,000 and with offices in Los Angeles and San Francisco, Calif.
We have no present intention of crossing State lines, although

economically Toledo and other Ohio cities are within the trade area
of Detroit.
We feel at this time that group or branch banking should so far

,ttl! our own activities are concerned be confined to an area which by
"'le very nature of its business and industries is more or less depend.-
ent upon Detroit.

9. AUDIT AND EXAMINATION

a Guardian Detroit Union Group (Inc.), is fortunate in having
8 vice president and treasurer

' 
Mr. Bert K. Patterson, formerly

Chief national bank examiner of the seventh Federal reserve district,
!,t,ssisted by other former national bank examiners and assistants.
,4 hese examiners made, during the formative stages of the group,
uetailed examinations of banks with which negotiations were under
!ay, and their findings were used in determination of values and

11,rri1ngs necessary to arrive at an equitable basis for exchange of
stocks.
These gentlemen have now completed a thorough examination
each unit member institution and, generally speaking, followed
e same procedure as do national bank examiners, except that they

re allowed much more time than is ordinarily permissible for regu-
tt,r examinations of national banks by the comptroller's representa-
wes• Their examination is perhaps more comprehensive as to the
condition of the banks.
We contemplate having examinations made by these gentlemen

r all unit banks at least twice each year, examinations of course
be in addition to those of national or State examiners.
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The unit banks forward to the group office each week a balance
sheet statement of their condition which is used principally to keep
the officers of the group company advised of any important fluctua-
tions in the main accounts of the bank—for example, marked in-
creases or decreases in deposits, etc. The unit banks also forward
to the group office a balance sheet at the end of each month. These
figures are assembled and consolidated. Likewise, the unit banks
forward at the end of each month a statement of their earnings.
These are also combined to note progress made from month to month.
All unit members of Guardian Detroit Union Group (Inc.) a

gradually establishing the accrual system, in accordance with the
most modern practice. Besides establishing a uniform method If
bookkeeping and minimizing the possibilities of errors and inaccu-
racies, it is felt that the accrual system is an additional safeguard
against possible loss in that it tends to show up any unusual trans'
action or series of transactions and thus invite immediate investiga-
tion as to the reasons therefor.

CONCLUSIONS

I think this completes the information which your chairms
requested me to furnish. Before concluding my statement, I shoul
like to say that if there is any other information desired by ti
committee, I shall be glad to have it prepared promptly and fo
warded to the committee for inclusion in the record.
In that part of the latest Report of the Comptroller to Congress,

under the heading, "Legislation Recommended," I note that the
comptroller recommends the enactment of legislation which will
bring the operations of bank holding companies under some degree
of Federal supervision. The Guardian Detroit Union Group (Inc.)
would welcome the expansion of the visatorial power of the corn]
troller to include all of the corporations in which we are interested.
The comptroller also recommended a further amendment to safe-

guard the additional shareholders' liability which each such bank
holding company incurs through the ownership of the shares a
national bank stock. As you will have noted from my statemen
Guardian Detroit Union Group (Inc.), through the provisions (1
its charter filed May 10, 1929, Article IX, provided for this doubl e
liability, feeling that the depositor should be given every possible
protection and safeguard.
As I see the situation to-day, we are confronted with the followin

facts:
(a) During the nine years ended December 31, 1929, 5,640 ban',

failed, with aggregate deposits exceeding $1,700,000,000, affectin
the savings of over 7,000,000 depositors, and causing 114,000 shari
holders very serious losses.
(b) During the last calendar year, there were 640 bank failur(

which caused the tying up of $234,000,000 of deposits—the greato
of any year in the decade except 1926.
(c) It is perfectly obvious that there is something radical'

wrong with a system of banking which permits such unusual ha
ships to be imposed over a wide geographical area, particularly
the smaller communities.
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(d) During the same period, there have been no important failures
among the banks in the larger cities.
(e) All attempts to improve matters by legislation requiring the

guaranty of deposits or the like, have been proven to be economically
unsound, and have been practically abandoned.
(f) Vederal reserve banks are not charged with the responsibility

of preventing bank failures and it is clearly beyond the power of
any governmental agency to stand between banks and insolvency.
(9) Intensification of the present correspondent system has been

suggested as a remedy, with the thought that the technical banking
experience and approved metropolitan banking methods should be
made available to a greater degree to smaller banks. Probably every
failed bank was a correspondent of some metropolitan bank, but that
fact has not prevented failures at the rate of more than 500 per.
Year. In any event, there would be no obligation, under the cor-
1;ealpondent system, for the metropolitan banks to protect the local
uapositors of their country correspondents.
In the final analysis, successful banking depends upon able man-

agement and upon outside economic conditions. Through branch
or group banking, management for the smaller communities can un-
loubtedly be improved in the vast majority of cases—and through a
larger institution properly capitalized with large financial resources
and diversification of assets and carefully supervised both by the
organization itself and by the government authorities, much greater
Protection can be given to the depositors and shareholders.
To my mind, there is no probability of undue concentration of

aPital, nor of the building up of a monopoly—for so long as the
oanking business can be made to earn with safety a satisfactory
return, competition will exist, and new banks will continue to be
organized in the future as in the past.

am in full agreement with Gov. Roy A. Young of the Federal
-lrserve Board, in his statement before this committee, that group,
'Pain and branch banking have developed because of business neces-
sity, even though there has been little encouragement for it in the
'ay of legislation. Manifestly, more than one-half of the total
Panking resources of the country, measured in terms of loans and
Investments, would not now be held by branch, chain, and group
LYstems unless there had been some good reason for this great growth.
With him, I regard it as a natural development.
t, While undoubtedly economies of operation would result from,
me conversion of some of the present group systems into branch
7Stems, I question whether this should be forced by legislation.
I here is a very definite advantage arising from the retention, by

local bank, of its own name and identity which, in most cases,
a long and honored significance in the eyes of the local public.

-P-iven though branch banking were permitted statewide in Michigan,
!it the present time it is likely that some of our unit banks would
be kept as units, retaining their own corporate identity. In any
eYent, I should like to emphasize that the financial mechanism of
tne country is a delicately balanced machine, and I respectfully
Urge upon you gentlemen that whatever course you decide to pursue
Should be tempered with the knowledge that its effects are likely
to be far reaching. It seems to me that we must seek improvement

100136-30—voL 2, PT 0 4
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through evolution, rather than revolutionary measures, and allow
time for the entire banking structure to adapt itself to the new
order.
I want to thank the members of the committee for their courtesY

in permitting me to cover this subject in my own way, without
interruption, I shall be glad to answer, to the best of my ability, anY
questions which may occur to the members of this committee.
(The documents referred to are as follows:)

APPENDIX I

UNITED STATES OF AMERICA,
THE STATE OF MICHIGAN,

DEPARTM ENT OF STATE.
To all to whom these presents shall come:

I, John S. Haggerty, secretary of state of the State of Michigan and
custodian of the great seal thereof, do hereby certify that articles of associa-
tion of Guardian Detroit Group (Inc.) were duly flied in this office on the
10th day of May, A. D., 1929, and the said company is authorized to commence
its business in conformity with Act 84, Public Acts of 1921, as amended.
In testimony whereof I have hereunto set my hand and affixed the great

seal of the State at the capitol, in the city of Lansing, this 10th day of
May A. D., 1929.
[ SEAL. ] JOHN S. HAGGERTY,

Secretary of State.

ARTICLES OF ASSOCIATION OF GUARDIAN DETROIT GROUP (INC.)

We, the undersigned, desiring to become incorporated under the provisions
of Act No. 84 of the Public Acts of 1921, entitled "An act to provide for the
organization, regulation and classification of domestic corporations: to pre
scribe their rights, powers, privileges and immunities; to prescribe the eondl-
lions upon which corporations may exercise their franchises," etc., do herebY
make, execute, and adopt the following articles of association, to wit:

ARTICLE I

The name assumed by this association, and by which it shall be known ID
law is Guardian Detroit Group (Inc.).

ARTICLE II

This corporation intends to proceed under section 1, chapter 1, part 1, of the
above act.

ARTICLE III

The purpose or purposes of this corporation are as follows: To acquire, own,
bold, dispose of, and deal in stocks, bonds, and other evidences of indebtednesS
and securities, including those issued by any corporation, domestic or foreigni
and to possess and exercise in respect thereto all the rights, powers, and privi-
leges of individual owners thereof, including the right to vote the same, and
to execute proxies therefor.

ARTIOLE IV

Principal place where company will operate is Detroit, in tile county of
Wayne, State of Michigan.
Address of main office in Michigan is Penobscot Building, Detroit.

ARTICLE V

The total capital stock authorized is $7,800,000.
The amount subscribed is $1,000.
The amount paid in is $1,000.
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The number of shares of common stock is 150,000 of the par value of $50each,
Amount of common stock, paid for in cash is $1,000.
The amount of actual capital, in cash or property or both, which this cor-

Doration owned and possessed at the time of executing these articles is $1,000.

ARTICLE vf

The term of this corporation is fixed at 30 years.

ARTICLE VII

Names of stockholders, their residences and shares subscribed by each are:

Number of
sharesHenry E. Bodman, 20 McKinley Place, Grosse Pointe Farms, Mich  1cisel B. Ford, 100 Lake Shore Road, Grosse Pointe Shores, Mich  1

401111 C. Grier, jr., 8100 East Jefferson Avenue, Detroit, Mich  1
Sherwin A. Hill, Northville, Mich  '   1
Ernest Kanzier, 2501 Iroquois Avenue, Detroit, M,ch  1Dabert 0. Lord, 17 McKinley Place, Grosse Pointe Farms, Mich  12
red T. Murphy, 17620 East Jefferson Avenue, Grosse Pointe, Mich  1Ph 1,.--e.13s Newberry, 36 Cloverly Road, Grosse Pointe Farms, Mich  1

dallies L. Walsh, 8161 East Jefferson Avenue, Detroit, Mich  1

ARTICLE VIII

The officers and directors for the first year of the corporation's existence,ire as follows:
Directors:

Henry E. Bodman, Penobscot Building, Detroit, Mich.
Edsel B. Ford, Ford Motor Co., Dearborn, Mich.
John C. Grier, jr., Penobscot Building, Detroit, Mich.
Sherwin A. Hill, Union Trust Building, Detroit, Mich.
Ernest Kanzler, Penobscot Building, Detroit, Mich.
Robert 0. Lord, Penobscot Building, Detroit, Mich.
Fred T. Murphy, Penobscot Building, Detroit, Mich.
Phelps Newberry, Penobscot Building, Detroit, Mich.
James L Walsh, Penobscot Building, Detroit, Mich.

'udicers : 
L.

Henry E. Bodman, chairman of the board, Detroit, Mich.
Robert 0. Lord, president, Detroit, Mich.
John C. Grier, jr., vice president, Detroit, Mich.
James L. Walsh, vice president, Detroit, Mich.
Phelps Newberry, vice president and treasurer, Detroit, Mich.
Lewis K. Walker, secretary, Detroit, Mich.
Arthur T. Vogt, assistant treasurer, Detroit, Mich.
Robert C. Lehman, assistant secretary, Detroit, Mich.

ARTICLE IX

_The holders of the stock of this corporation shall be individually and sever-
..°4 liable (in proportion to the number of shares of its stock held by them
'resPectively) for any statutory liability imposed upon this corporation by
_season of its ownership of shares of the capital stock of any bank or trust

13113any.
,,This corporation reserves and shall have the right from time to time upon
olue affirmative vote of three-fourths of its directors to issue and dispose of all

any of its unissued or increased stock' for the purpose of acquiring stock
'ex banks or trust companies, without offering to the stockholders of this

11:10ration for subscription any of the stock so to be disposed of.
„In Witness whereof, we, the parties designated as provided by law by the
4"‘rtiele associating, as shown under Article VII of these articles, for the
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purpose of giving legal effect to these articles, hereunto sign our names thiP

9th day of May, A. D. 1929.
HEN1tY E. RODMAN.
JOHN C. GRIER, Jr.
ROBERT 0. LORD.

STATE OF MICHIGAN,
County of Wayne, 88:

On this 9th day of May, A. D. 1929, before me, a notary public in and for,
said county, personally appeared Henry E. Bodman, John C. Grier, Jr., an°
Robert 0. Lord, known to me to be the persons named in, and who executed the.

foregoing instrument, and severally acknowledged that' they executed the same

freely and for the intents and purposes therein mentioned.
JOSEPH I. WEBB.

Notary Public, Wayne County, Mich.

My commission expires November 19, 1929.

This is to certify that at the organization meeting of the incorporators of
Guardian Detroit Group (Inc.), a corporation to be formed under Act 84,
Public Acts of 1921, of the State of Michigan, as amended, held this 9th daY
of May, 1929, the following resolution was unanimously adopted and that the

undersigned was elected to act and did act as secretary of said meeting:
Re8otved, That Henry E. Bodman, John C. Grier, Jr.. and Robert 0. Lord,

be, and they are hereby designated to sign and acknowledge the Articles of

Association of Guardian Detroit Group (Inc.), for themselves and for tile
remainder of the incorporators of said corporation.

JOHN C. GRIER,
Secretary of the Organization Meeting of Guardian Detroit Group (Inc.).

MICHIGAN DEPARTMENT OF STATE,
CORPORATION DIVISION,

C-6240. May 31, 1929.

Received of Guardian Detroit Group (Inc.), five and no/100 dollars. (For
filing amen(iment, $5.)

JOHN S. HAGGERTY, Secretary of State.

MICHIGAN DEPARTMENT OF STATE,
CORPORATION DIVISION,

C-5655 May 10, 1929.
Received of Guardian Detroit Group (Inc.), three thousand seven hundred

and fifty-five and no/100 dollars. (For franchise fee, articles, $3,750. filing
articles, $5.)

JOHN S. HAGGERTY, Secretary of State.

CERTIFICATE OF AMENDMENT TO THE ARTICLES OF ASSOCIATION OF THE GUARDIAN
DETROIT GROUP (INC.)

We, the undersigned, being the president and secretary of the Gurdian De-
troit Group (Inc.), a corporation existing under the provisions of Act. No. 84 of
the Public Acts of 1921, as amended, do hereby certify, as required by section 9,
chapter 1, Part II of said act:
That at a meeting of the stockholders of said corporation expressly called for

the purpose of amending its articles of association and held at the office of said
company on the 23d day of May, A. D. 1929, it was resolved by the unanimous
vote of the capital stock of said corporation, that Article V of the articles of
association be, and the same is, amended so as to read as follows, viz:

"ARTICLE

"The total capital stock authorized is $7,500,000.
"The amount subscribed is one thousand dollars ($1,000).
"The amount paid in is one thousand dollars ($1,000).
"The number of shares of common stock is 375,000 of the IF valm, of $20,
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hiS 01 
"The amount of common stock paid for in cash is one thousand dollars
,000).
'The amount of actual capital in cash or property or both which this corpo-

ration owned and possessed at the time of executing these articles is one
thousand dollars ($1,000)•"In witness whereof we hereunto sign our names this 23 day of May, A. D.
1929.

for
and
the'
Line

of
84,
laY
he

rd,
of

or

(Indorsement:)

ROBERT 0. LORD, President.
L. K. WALKER, Secretary.

STATE OF MICHIGAN,
OFFICE OF THE SECRETARY OF STATE.

JOhll S. Haggerty, secretary of state of the State of Michigan, do hereby
(;,,rtifY this amendment of articles of association of Guardian Detroit Group

Ìne.) to be a true and correct copy of the original on file in this office, as of
duty 31, A. D., 1929.
„In testimony whereof I have hereunto set my hand and official seal at Lans-
Iug, this 31st day of May, in the year of our Lord 1929.

JOHN S. HAGGERTY, Secretary of State.
June 3, 1929: Received for filing amendment to articles of association of

ullardian Detroit Group (Inc.). Charles C. Thompson, deputy clerk.

—..FICATE OF AMENDMENT OF ARTIOLES OF ASSOCIATION GUARDIAN DETROIT
GROUP (INC.)

t.r We, the undersigned, being the president and the secretary of Guardian Deoit 
-

• Group (Inc.), a corporation existing under the provisions of Act No. 84,
the Public Acts of 1921, do hereby certify, as required by section 10, chapter
Part II of said act:

,,That at a meeting of the stockholders of said corporation expressly called for
sItl? Purpose of amending its articles of association and held at the office of
maid Company on the 17th day of August, 1929, it was resolved by a vote of more
4"00 two-thirds of the capital stock of said corporation that the shares of
(3°ejt of said company be increased from three hundred seventy-five thousand
'5,000) shares to five hundred thousand (500,000) shares, and that Article
ef the articles of association be, and the same is amended so as to read aso erwa, namely:

" Awn= v

"The total capital stock authorized is ten million dollars ($10,000,000).
red 40,1,14Trhse 

($7,285,000).
The 

is seven million two hundred eighty-five thousand
loW

The amount paid in is seven million two hundred eighty-five thousand dol-
're ($7,285,000).
" The number of shares of stock is five hundred thousand (500,000) of the par

value of $20 each.
" The amount of common stock paid for in cash is two million nine hundred

LI5rtY-seven thousand five hundred dollars ($2,947,500), and four million three
0,11dred thirty-seven thousand five hundred dollars ($4,337,500) has been paid

.."1 bropert
'

y the description and valuation at which each item is taken is as
le" ' 0110Ws : 

Of
9r 

Number of
shares

'00sideration, issued in ext•Dange for 50,000 "Guardian Units" (i. e.,
or Unified stock of Guardian-Detroit Bank, Guardian Trust Co., of De-
Lid _ troit, and Guardian Detroit Co., $5,000,000 950, 000
,tfo klonsideration, issued in exchange for 10,000 shares of Highland Park
of ..,. State Bank, $1,000,000  50, 000

°,1.2eider 
Co., $500,000 
ation, issued in exchange for 5,000 shares of Highland Park

•,. Trust 12,500
‘jonsideration, issued for 6,000 shares (entire issue) of R. 0. L. Co.,
... $747,000  15, 000
ueLtIsideration, issued in exchange for 2,000 shares of Bank of Dear-
u°171, $200,000  4, 000

Total shares 331,500
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"Actual value of property taken in exchange in excess of, $7,447,000.
"The amount of actual capital in cash, or property or both, which this

company owned and possessed at the time of executing the original articles-
is $1,000."
In witness whereof we hereunto sign our names this 20th day of August,-

A. D. 1929.
ROBERT 0. LORD, President.
L. K. WALKER. Secretary.

STATE OF MICHIGAN,
County of Wayne, 88:

Robert 0. Lord, Henry I. Armstrong, and Lewis K. Walker being duly sworn
depose and say that they are three of the stockholders of the Guardian Detroit
Group (Inc.), a Michigan corporation, amendments to whose articles of ass0.
elation are hereto attached; that they know the property described in such
amendments and taken in payment for capital stock, and that the same has
been actually transferred to such corporation, and further say that said prolr
erty is of the actual value of $7,447,000 and upwards.
And further say not.

Subscribed and

My commission

ROBERT 0. LORD.
HENRY I. ARMSTRONG, Jr.
LEWIS K. WALICER.

sworn to before me this 20th day of August, A. D. 1929.
HFLEN L. McKAY,

Notary Public, Wayne County, Mich.

expires January 30, 1933.

GUARDIAN DETROIT GROUP ( INC.), CERTIFICATE OF AMENDMENT OF ARTICLES OF
ASSOCIATION.

No. B 1005.
MICHIGAN DEPARTMENT OF STATE,

Lan8ing, Mich., December 5, 1929.

Received from Guardian Detroit Group (Inc.) the sum of $5, balance due on
filing fee.
[ SEAL.]

No. 20073.

JOHN S. HAGGERTY.

GUARDIAN DETROIT GROUP (INC.) —ARTICLES OF ASSOCIATION

STATE OF MICHIGAN, County of Wayne, 88:
I, Thomas F. Farrell, clerk of the county of Wayne, and of the circuit court

for said county, do hereby certify that the foregoing articles of association
were received for record in my office, on the 7th day of December, 1929'
and are recorded in record of articles of association, liber, on page—.
In testimony whereof I have hereunto set my hand and affixed the seal of said

Court and County, at Detroit, this 7th day of December, 1929.
THOMAS F. FARRELL, Clerk.

Fee $3.
By 0. BINGHAM, Deputy Clerk.

DECEMBER, 7, 1929.
Received for Ming articles of association, Guardian Detroit Group.

0. BINGHAM, Deputy Clerk.

No. 20073. Fee paid, $2.

CERTIFICATE OF AMENDMENT OF ARTICLES OF ASSOCIATION

GUARDIAN DETROIT GROUP ( INC.) , DETROIT, MICH.

We, the undersigned, being the president and the secretary of Guardian
Detroit Group (Inc.), a corporation existing under the provisions of set No.
84 of the Public Acts of 1921, do hereby certify, as required by section 10,
chapter 2. Part II of said act, and by section 9, chapter 1, Part II of said act:

_Ak
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That at a meeting of the stockholders of said corporation expressly called
iar the purpose of amending its Articles of Association and held at the office
°I said company on the 18th day of October, 1929, it was regolved by a vote

More than two-thirds of the capital stock of said corporation that Articles
V, and IX of the Articles of Association be, and the same hereby, are, amended

!la as to read as follows, and that the shares of stock of said Company be
increased from 500,000 shares to 2,500,000 shares:

ARTICLE I

The name assumed by this association and by ithich it shall be known in

'13° is Guardian Detroit Union Group (Inc.)

ARTICLE V

The total capital stock authorized is $50,000,000.
The total amount subscribed is 394,500 shares, the par value of which is

$7,890,000.
The amount paid in is $11,594,500.
The number of shares of stock is 2,500,000 of the par value of $20 each.
The amount of common stock paid for in cash is $2,947,500 and $8,647,000 has

;yell Paid in property the description and valuation at which each item is taken
4 as follows:

Conalderation
",O00 shares, issued in exchange for 50,000 guardian Units 

0. e., 

unified stock of Guardian-Detroit Bank, Guardian Trust Co. of
krYletroit and Guardian Detroit Co.)  $5, 000, 000
00 shares, issued in exchange for 10,000 shares of Highland

Thr ark State Bank  1,000, 000
'4,500 shares, issued in exchange for 5,000 shares of Highland Park
...Trust Co  500, 000
J-D,,..000 shares, issued in exchange for 6,000 shares (entire issue) of

„„_u• O. L. Co  747, 000
'NW shares issued in exchange for 2,000 shares Of Bank of Dear-

born  , 200, 000
46,,250 shares, issued in exchange for 5,000 shares of National Union

& Trust Co., Jackson, Mich  500,000
'mu° shares, issued in exchange for 4,000 shares of Federal Com-
. alercial & Savings Bank, Port Huron, Mich  400, 000,
°00._ shares, issued in exchange for 3,000 shares of First National
15ank & Trust Co., Port Huron, Mich  300, 000

Total shares issued for property, 361,750; actual value of prop-
erty taken in exchange is in excess of  8, 647, 000

o_The amount of actual capital in cash, or property, or both, which this company
"neff and possessed at the time of executing the original articles is $1,000.

ARTICLE IX

l'be holders of stock of this corporation shall be individually and severally
(in proportion to the number of shares of its stock held by em re-

fic?.
e 

them
ectively) for any statutory liability imposed upon this corporation by reason
its ownership of shares of the capital stock of any bank or trust company,

scT(1 the stockholders of this corporation by the acceptance of their certificates of
4.1:c'ek of this corporation severally agree that such liability may be enforced

the same manner as statutory liability may now or hereafter be enforceable

rtainst stockholders of banks or trust companies under the laws of the United
..,,ates or the State of Michigan. A list of the stockholders of this corporation

all be filed with the banking commissioner of Michigan and the Comptroller
ue Currency whenever requested by either of those officers.

the 
his corporation reserves and shall have the right from time to time upon

or affirmative vote of three-fourths of its directors to issue and dispose of all
6 TlY of its unissued or increased stock for the purpose of acquiring stock of
"rl'is, trust companies, and other corporations without offering to the stock-
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holders of this corporation for subscription any of the stock so to be disposed

of.
In witness whereof, we hereunto sign our names this 12th day of November,

1929.
[SEAL.] ROBERT 0. LORD, President.

L. K. WALKER, Secretary.

STATE OF MICHIGAN, County of Wayne, 88:

Robert 0. Lord, John C. Grier, jr., and L. K. Walker, being duly swori.1,

depose and say that they qre three of the stockholders of Guardian Detroit

Group (Inc.), a Michigan eorporation, amendments to whose articles of asS°.
elation are hereto attached; that they know the property described in such
amendments and taken in payment for capital stock, and that the same has
been actually transferred to such corporation, and further say that said prop-
erty is of the actual value of $8,647,000 and upward.

ROBERT 0. LORD.
JOHN C. GRIER, JR.
L. K. WALKER.

Subscribed and sworn to before me this 12th day of November, 1929.
GERTRUDE HINTZ,

Notary Public, Wayne County, Mich.

My commission expires June 30, 1930.

GUARDIAN DETROIT UNION GROUP (INC.)By-LAWS

ARTICLE I. MEETINGS OF STOCKHOLDERS

Annual meeting8.-1. The annual meeting of the stockholders of this compant
shall be held at the principal office of the company the fourth Tuesday OI
January of each year at 11 o'clock a. m., eastern standard time, for the election
of directors and such other business as may properly come before said meeting.

2. Notice of such meeting shall be sent by the secretary to each stockholder,
by mail, addressed to such stockholder at his address as shown on the records
of the company at least 10 days prior to the date of such meeting.

Special meetings.-3. Special meetings of the stockholders shall be called
at any time on the order of the president or upon a resolution of a majoritY
of the directors, or upon a written request of the holders of the majority of
the stock of the company. Such meetings shall be held at the principal office:,
of the company.

4. Notice of each special meeting of stockholders shall be given in the same
manner as in the case of the annual stockholders' meeting, but in addition
thereto such notice shall state the object of such meeting, and no business shall

be transacted thereat which shall not have been specified in said notice.
Quorum.-5. The owners of a majority of the capital stock of the conipany,

represented in person or by proxy, shall constitute a quorum for the transaction

of business at any meeting of the stockholders, but less than a quorum shall

have power to take a recess or adjourn any such meeting.
Record of 8tockh.older8.-6. The board of directors of this corporation shall

have the right to fix in advance a date, not exceeding 40 days preceding the
date of any meeting of stockholders or the date for the payment of anY
dividend, or the date for the allotment of rights, or the date when any change
or conversion or exchange of capital stock shall go into effect, as a record

date for the determination of the stockholders entitled to notice of, and to

vote at, any such meeting, or entitled to receive payment of any such divi'
dead, or to any such allotment of rights, or to exercise the rights in respect

of any such change, conversion, or exchange of capital stock.

ART. II. DIRECTORS

Number and election.—The affairs of the company shall be managed hY,
a board of nine directors to be elected by the stockholders at each annual

meeting to hold office for one year or until their successors are elected.
Amended August 8, 1929: The affairs of the company shall be manage4

by a board of 15 directors to be elected by the stockholders at each annual

meeting to hold office for one year or until their successors are elected.
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Amended September 10, 1929: The affairs of the company shall be managed
14 a board of 25 directors to be elected by the stockholders at each annual
13leetill6 to hold office for one year or until their successors are elected.

eancies or newly created directorships may be tilled at any time during
e year.
Amended December 16, 1929: The affairs of the company shall be managed

nY a board of 41 directors to be elected by the stockholders at each annual
llareeting to hold office for one year and until their successors are elected.
acancies or newly created directorships may be filled by the board of directors

at any time during the year.
Amended January 28, 1930: The affairs of the company shall be managed by

a board of 50 directors to be elected by the stockholders at each annual meet-
ing, to hold office for one year or until their successors are elected. Vacancies.
(2r newly created directorships may be filled by the board of directors at any
Lime during the year.
Quorum.-2. A majority of the directors shall constitute a quorum for the

transaction of business.
Vaeorteks.-3. Vacancies in the board of directors shall be filled by the re-

'twining members of the board.
n Reeraar meetings.-4. The board of directors shall meet at the office of the
company on the second Wednesday of December, March, June, and September,
2 o'clock p. m. eastern standard time, unless such day be a legal holiday

:nnell such meeting shall be held on the next succeeding secular day at the
"wile hour. and place.

SPecial mcetings.-5. Special meetings of the board of directors shall be
alined at any time on the order of the president or whenever a request of such
eetung is made by a majority of the directors.

_ "Erectors' meeting—Notice.-6. No notice need be given of the time or place
;1 the regular quarterly meetings of the board of directors, but notice shall
tnie given of all special meetings, which notice may be in writing, or by telegram,
,stititessed to each director at his address as shown on the books of the corn-

or verbally, or by telephone, at least 24 hours before the time of suchtruo-1 Notice of special meetings of the directors need not specify the object
'"•,.81.1ch meetings.
i,,f°10ers.-7. The board of directors shall at each annual meeting or ad-
'4"'Irlled annual meeting elect the following officers: A chairman of the board,
...Dtesident, one or more vice presidents, a treasurer, a secretary, one or more
wialstant treasurers, and one or more assistant secretaries. Each of the fore-

hg officers shall, unless meantime removed by the board of directors, hold
'wee for the period of one year, or until his successor is elected.
„..The board of directors may also elect or appoint such additional officers as
we's may from time to time deem wise.
ti Executive committee.-8. The board of directors shall appoint from time to
(tale an executive committee consisting of not less than 11 or more than 21
Intrectors which committee shall have full power to act in the intervals between
shee,t,ings of the directors, with all the power of the directors. The directors

u elect a chairman of said committee whose duty it shall be to preside at
—',„eelings thereof. The secretary of the company shall act as secretary of said
it"linnittec and shall keep a record of its proceedings. Regular and special
11„0 t1ngs of the executive committee shall be held at such times and places

upon the giving of such notice as the committee shall from time to time
"tpernrine. A majority of such committee shall constitute a quorum for the
ansaction of business.
Advisory committee.-9. The board of directors shall appoint from time to

01 e an advisory committee, none of whom shall be active, salaried operating
cffe, rS of any of this corporation's affiliated companies, who shall have such
rnn'ilieu as shall be delegated to it by said board of directors. The board of di-

shall appoint a chairman of such committee. A majority of such com-
-"Ltee shall constitute a quorum for the transaction of business.

ART. III. OFFICERS

coehairman of the board.-1. The chairman of the board of directors shall pre-
at all meetings of the board and of the stockholders of the company and

the absence or case of disability of any officers of the company may exercise
me Dowers of any such officer.
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President.-2. The president, subject to the board of directors, shall hav!
general charge of the business, property, and affairs of the company. He sllau
be ex officio a member of all committees. He shall have power to execute, 011
behalf of the company, checks, drafts, orders, acknowledgments, receipts, ee1.
tificates, and all other documents not by the by-laws of the company or bY
any resolution of the board required to be signed by another or two or mote
officers. He shall have power to sign in conjunction with the secretary or an
assistant secretary certificates of stock of the company. He shall preside at
meetings of the stockholders and of the board of directors in the absence of the
chairman. He shall also have power to employ such executives and engage,
such employees of the company as are not required to be elected or appoint
by the board.

Vioe president.-3. Each of the vice presidents shall have and exercise
such powers as the president may delegate and as are not required by these bY:
laws to be performed by some other officer; and in the absence or disability 01
the president, the vice president first in order of election shall have and exer;
rise all the powers of the president, and in case of the absence or disability 0t
the vice president first in order of election the other vice presidents shall in the
order of their respective elections have and exercise the powers of the
president.

ART. IV. SEAL

The seal of the corporation shall be in the form impreSsed hereon.

ART. V. STOOK CERTIFICATES

1. Stock in the company shall be represented by certificates in the follovP
lug form:

2. Certificates representing stock of the company shall be executed by tW0
officers of the company as follows: A president or a vice president and the
secretary or an assistant secretary.

3. Transfers of shares of stock of this company shall be made upon the
books of the company by the registered holder in person or by attorney dulY
authorized upon surrender of the certificate or certificates representing suell
shares, but only when duly indorsed upon the form appearing on the reverse
side of the certificate.

ART. VI

These by-laws may be amended, altered, or repealed by the board of directors
at any regular or special meeting.

1. That whenever at any meeting of the stockholders of a bank or trust
company, of which this corporation shall at the time own 75 per cent or more
of the outstanding stock, an election of a board of directors is held, the shares
of such bank or trust company owned by this company shall be voted in favor
of the election of a board of directors of which at least 75 per cent shall con-
sist of directors residing in the municipality where said bank or trust companY
is located or within a radius of 50 miles thereof.

ART. VII. REGULAR DIRECTORS' MEETING

A regular meeting of the newly elected board of directors shall be held im-
mediately upon the adjournment of the annual meeting of stockholders at the
same place at which said annual meeting of stockholders is held, provided
however, that the majority of directors attending said meeting may authorize
and adjournment thereof. At said meeting the directors shall elect officers for
the ensuing year.

ART. VIII. AUTHORIZED SIGNATURES

Whenever certificates representing stock of this company have been or shall
be executed by or with the signature of officers authorized to execute the same,
and any such officer or officers shall cease to be such officer prior to the
issuance of such certificates, or any of them, said certificates may, nevertheless,
be issued by this company and shall constitute valid certificates representing
ownership of the stock of this company.
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APPENDIX II

jUtat8 in which the Guardian Detroit Undon Group (Inc.) holds a controlling
interest

NATIONAL BA

Battle Creek, 
Mich*

Urinal Bank & (oPerating one bran
Detroit, 

Mich.,NatiOf 
Cominere (opi

gauchos) 
Grand Rapids, Mic
ttapids National Bj ne 8 branches)
ackeen, Mich:

National Union
T_rust Co.(operat I
regales National•"-entinazoo, Mich.,ti onal Bank & Tru

branches)
"11

;s 
ing, Mich., Cb., Li. aonnacl h) Bank (op

14,nee, Mich., 
Cityelank & Trust ...b

ranches) rort Huron Mich.,
bona' Batik (IC Tru

8
 

"

branches)

naw, Mich., Sewonai 
Bank At

(oPerating 1 branch

Total

STATE BANKS, ME
FEDERAL RES

D
earborn Mich., Da,born (a; 

branches).
uetroit, Mich., Bank
(0Perating 20 branc

Guardian Detroitbr
anches) tlint, Mich., Union

Bank (operating 9 b
Ihiand Park, Mich.
Park State Bank (b
ranches) 

'rert Huron, Mich.Commercial & Sal"
(operating 4 branch

Total 

"ATE BANKS, NONME
FEDERAL RESE

bearborn, Mich., Bar
il!erce (no branches)
nIbb State Bank (o.„ branches) uetroit, Mich., M ichi
trial Bank (no bran

urcese Pointe Park,

l
ers°nSavings 

Bank
branch)

amtramck, Mich.,
',Hamtramck (no bra
..reaton Mich., Tre
Bank (no branches)

Total 

Capital Surplus
Undivided
profits and
reserves

Deposits Resources

NICS

City Na-
Crust Co.
eh) 
anal Bank
orating 20

$600,000.00 $700, 000. 00 $102, 289. 66 $6, 336, 270.88 $8, 340, 710. 41

h., Grand
nk (operat-

 5, 000, 000. 00 6, 000, 000. 00 1, 458, 316. 40 95, 295, 284.87108, 729, 391. Of

 1, 000, 000. 00 500, 000. 00 251, 437. 60 18, 994, 321. 97 22, 056, 233. 97

Bank &
ig 1 branch). 500, 000. 00 300, 000. 00 215, 503. 94 8, 461, 405. 18 9, 854, 502. 24
Bank 200, 000. 00 200, 000. 00 155,005. 71 7,307, 853.75 8,053, 592.00
First Na-
st Co. (no

pital Na-
orating 1

600, 000. 00 200, 000. 00 451, 312. 92 8, 066, 337. 40 9, 388, 839. 32

• 600, 000. 00 600, 000. 00 523, 844. 24 10, 606,003, 17 12,963, 647. 79
National
Co. (no

150, 000. 00 100, 000. 00 53, 519. 20 1, 811, 117. 19 2, 193, 386. 39
First Na-
st Co. (no

cond Ns-
300, 000. 00 200, 000. 00 170, 760. 29 6, 503, 868. 72 7, 322, 043. 71

['rust Co.
, I, 250, 000. 00 1, 250, 000. 00 807, 130. 74 13, 324, 713. 76 17, 075, 604. 16

 10, 200, 000. 00 10,050, 000. 00 4, 189, 210.70 176, 707, 176. 87205, 977, 951. 18

BEES OF
RYE

ik of Dear-

of Detroit
ins) 

200, 000. 00

4,000, 000. 00

50, 000. 00

1, 250, 000. 00

10, 263. 51

550, 567.83

1,838, 235. 11

44, 729,872. 61

2, 205, 452.03

50, 463, 800. 38
Bank (no
 5, 000, 000. 00 3,000, 000. 00 1, 355, 230. 12 54, 348, 410. 51 53,844, 785. 79
Industrial
ranches)._ 2, 000, 000. 00 1, 000, 000. 00 513, 809. 60 20, 851, 107. 61 28, 251, 571.87
,highland-
perating 7
 1, 000, 000. 00 2, 000, 000. 00 494, 178. 04 27, 032, 722. 22 30, 561, 081. 53
, Federal
[ngs Bank
)s) 400, 000. 08 210, 000. 00 197, 448. 08 7, 085, 981. 52 8, 192, 695. 54

 12,600, 000. 00 7, 510, 000. 00 3, 121, 497. 18 15.5,884,329.58 181, 519, 387. 12

MBERS OF
EVE

k of Corn-

perating 2
200, 000. 00 56, 000. 00 37, 247. 65 1, 698, 667. 85 1,983, 254.91

an Indus-
200, 000. 00 203, 150. 00 35, 916.31 3,623, 032. 01 4, 068, 104.72

;hes) 
vlich., Jef-
(operating

500, 000. 00 125, 000.00 57, 390. 27 1, 836, 544. 59 3, 187, 022. 51

100, 000. 00 30, 000.00 8, 858. 69 I, 029, 866. 81 1, 168, 725. 50
Bank of
riches) 
ton State

200, 000. 00 43, 000.00 9, 123.96 831, 652. 97 1, 083, 776. 93

50, 000.00 35, 000.00 10, 638. 00 1, 110, 946. 39 1, 206, 694. 29

 1, 250, 000. 00 492, 150. 00 159, 174.88 10, 130, 710. 62 12,697, 578. 86
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Units in which the Guardian Detroit Union Group (Inc.) holds a controllinf
interest—Continued

Capital Surplus
Undivided
profits and
reserves

Deposits Resour

TRUST COMPANIES

Detroit, Mich.:
Guardian Trust Co. (no
branches) $1, 000, 000. 00 $1,000,000. 00 $1,140,684. 69$20,650,550. 40$2.3, 704,31

Union Trust Co. (no
branches) 5, 000, 000. 00 2,500,000. 00 357,587. 47 34, 065,779. 92 42, 496, 4:

Flint, Mich., Union Industrial
Trust Co. (no branches) 300, 000. 00 24,000. 00 7,060. 78 288,026. 56 692,3

Grand Rapids, Mich., Grand
Rapids Trust Co. (no
branches) 750, 000. 00 800,000. 00 68,420. 54 1, 715,539. 50 3, 365, 31. 

Highland Park, Mich., High-
land Park Trust Co. (no
branches) 500, 000. 00 250,000. 00 80,224. 29 1,428,058.74 5, 935, fa

Total 7, 550, 000. 00 4,574,000. 00 1,653,977. 77 58, 117,955. 12 76, 194, 5

i.79

231

.84

0.0

5. 05-

Units in which the Guardian Detroit Union Group (Inc.) are interested but
holds only 40 per cent stock interest

STATE BANKS, NONMEMBERS

13Ianchard, Midi., Blanchard
State Bank 

Clinton, Mich., State Savings
Bank 

Hudson, Mich., Thompson Sav-
ings Bank 

Remus, Mich., State Savings
Bank 

Six Lakes, Mich., State Bank of
Six Lakes.  

Stanton, Mich., State Savings
Bank 

Vestaburg, Mich., State Bank
of Vestaburg 

Total 

10 national banks 
6 State banks (members Fed-

eral reserve system)..__
6 State banks (nonmembers

Federal reserve system) 
5 trust companies 

27

Capital

$25, 000. 00

50, 000. 00

100, 000. 00

26, 000.00

20, 000. 00

40, 000. 00

20, 000. 00

281, 000. 00

Surplus

$5, 500.00

20, 000. 00

50, 000. 00

11, 500.00

4, 000. 00

11, 300. 00

4, 500. 00

106, 800. 00

Recapitulation

Capital Surplus

$10, 200, 000. 00 $10, 050, 000. 00

12, 600, 000. 00

1,250, 000, 00
7, 550, 000.00

7, 510, 000.00

492, 150.00
4, 574, 000. 00

Undivided
profits and Deposits
reserves

$4, 567. 12,

23,212.24

56, 081. 331

1, MO. 60

2, 458. 02

5, 002.88

655. 65

94, 107.84

Undivided
profits and
TOServiSS

$310, 134.73

928, 562. 10

1,343, 347. 05

320, 718. 58

129, 934. 61

422, 381. 98

129, 230. 27

ResourceS

$345,201.63

1, 027, 672.48

1,510, 32.8. 38'

359, 449. 18

156, 392. 63

503, 384.86

154, 384. 92

3, 584, 300.32 4, 096, 815. 26

Deposits

$4, 189, 210. 70 $176,707,176.87

3, 121, 497. 18

159, 174.88
1,653, 977. 77

155, 884, 329. 58

10, 130, 710.62
58, 117, 955. 12

31, 600, 000. 00 22, 626, 150 00 9, 123, 860. 53409,840, 172. 19

Resources

$205,977,951.16

181, 519, 387. 12.

12, 697, 578.88
76, 194, 525.0

76, 389, 442. 21.
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CorPorations the majority of the stock of which is owned by Guardian. Detroit
Union Group (Inc.)

Cleveland, Ohio, Ohio-Pennsylvania Joint
Stock Land Bank 

Detroit, Mich.:
Banedetroit Corporation 
guardian Detroit Co 
Guardian Holding Co 
Guardian Safe Deposit Co 
+Lome, Higbie & Co New Union Building Co 
Union Co of Detroit 
Union Joint Stock Land Co  
Union Title & Guaranty Co 

Grand Rapids Mich., Grand Rapids Na-
tional Co 

Jackson, Mich.:Union & Peoples Co 
National Union Building Co 
iniazoo, Mich., F. N. B. Securities Co.. -
'Qs -laigeleg, Calif., Guardian Detroit Co_ _

Total 

Capital stock

$770, 000. 00

1, 000. 00
5, 000, 000. 00

10, 000. 00
100, 000. 00

1, 000, 000. 00
5, 000, 000. 00

500, 000.00
600, 000. 00
1, 00, 000. 00

40, 000. 00

70, 000.00
1, 000. 00

150, 000. 00
10, 000. 00

Surplus
Undivided
profits and
reserves

Total re-
SOUICOS

$177, 500.00 $114, 432. 68

22, 067. 13
1, 000, 000. 00 1, 280, 573. 13
990, 000. 00 23.937. 62

4, 785. 24
  3, 086, 595. 72

741, 216. 05
  1 130, 122. 40
100, 000. 00 214, 270. 50

225, 752.68

39, 729. 50
854, 527.09

650. 27

115, 353. 15

36, 267. 97
7, 827. 56

$14, 614, 402. 24

90, 275. 13
21,893, 830.84
5, §95, 342. 95

112, 825. 74
7, 673, 022. 21
11,398, 71] -2
2, 638,
9, 919,i._
1,636, 2:0, 42

133, 531. 15

260, 082
855. -
18(1. .2.

14, 252, 000. 00 3, 161, 757.48 4, 261, 175. 20 77.

' Deficiency.

APPENDIX IV

GUARDIAN DETROIT UNION GROUP (INC.)

BASIC POLICIES

b "'resident Hoover, in his recent message to Congress, referred to the group
..,,anking movement as "a groping for stronger support to the banks and a
°re secure basis for these institutions." However, he also raised the question

78 to whether the development of group banking might not " concentrate con-
14'01 of credit" and enunciated as one of the fundamentals of the American

tsystem that "Credit which is based upon banking deposits should be
Ipntrolled by persons within those areas which furnish these deposits and
tuns be subject to the restraints of local interest and public opinion in theseareas..

8 The President has stated, briefly, but completely, the advantages to be
,Pught and the disadvantages to be avoided, in any program of group banking.
-In this connection, it may be pertinent to quote Article VI of the by-laws of
livardian Detroit Union Group (Inc.) :
." Whenever at any meeting of the stockholders of a bank or trust company
°t which this corporation shall at the time own 75 per cent or more of the
oUtstantling stock, an election of a board of directors Is held, the shares of
8lleh hank or trust company owned by this company shall be voted in favor
°t the election of a board of directors of which at least 75 per cent shall
e°rIsist of directors residing in the municipality where said bank or trust
't°811Intny is located or within a radius of 50 miles thereof."
Prom its very inception, Guardian Detroit Union Group has, by common

'consent, stood committed to fundamental policies in full accord with the ideals
tXDressed by the President of the United States. In order that there might
a no possibility of misunderstanding in this regard, the board felt that the

Present was an opportune time to go formally on record in reference to the
"control of credit" and also the fundamental basis of the relationship between
,t2le Group Co. and a local bank, which is a unit member of the group. It
was, therefore.
Resolved, That credit based upon the deposits in a local bank, which is a

0111 member of Guardian Detroit Union Group (Inc.), shall be controlled
Wh_ollY by the board of directors and the officers of the local unit bank; and
nesofred, That Guardian Detroit Union Group (Inc.), in its relationships

*With local banks which are unit members of the group, accepts as Its sole
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function, responsibility and duty—to provide "stronger support to the baflks.

and a more secure basis for these institutions,"—and the officers and staff of

the group be and they hereby are directed to devote their energies and restrict
their activities accordingly.
In order to put into effect these broad policies and such other more specific

courses of action as may be adopted in conformity thereto, it is necessary to

develop a form of organization for the group which will not only allow the

greatest possible latitude in the transaction of local business, but will also, hY
a process of mutual education, make constantly available to each unit all the

accumulated knowledge and expert opinion possessed by all the other units.
In considering this subject of the organization and functions of the GrouP

Co., it should be borne in mind that Act No. 66, Public Acts of 1929, State of
Michigfin, effective April 19, 1929, provides:
"Sec. 14. The affairs of each bank shall be managed by a board of not less

than five directors * * *.
"Sac. 15. The board of directors, or a quorum thereof * * * shall meet

at least once each month and shall at such meetings examine the loans and
investments made by the officers thereof since the last meeting of such board
and shall review the other transactions of such bank. It shall cause to he
spread upon the records of such bank, in the record book thereof which shall
be kept for that purpose, the minutes of such meeting and all its actions
thereat, including the approval of all loans required to be approved by the
board of directors * * *.
"Sac. 17. The board of directors of each bank shall appoint from its members

or stockholders an examining committee, or committees, not including anY
officer who has active management of the bank, whose duties it shall be te
examine the condition of the bank at least once every six months. The e%'
amining committee shall report to the board, giving in detail all items included
In the assets of the bank which they have reason to believe are not of the
value at which they appear on the books and records of the bank, and giving
the value of each of such items as in their judgment they may have deter-
mined."
From the above paragraphs, it is evident that, in each local bank incorporated

or existing under the act referred to, and similarly in each batik chartered

under the national banking act, the directors have certain statutory dulies,
for the satisfactory performance of which they are held personally responsible,
and which can not be by them delegated to any other person or persons.

Aside from the bald illegality of any attempt to usurp the functions or
hamper the activities of the board of directors of a local unit bank, such a
course would run directly counter to prudence, good judgment and common
sense. Experience indicates that the bulk of profitable business enjoyed by a
given bank is the result of the personal efforts of directors and officers.
Hence, any policy which impairs, even in the slightest degree, the prestige
and enthusiasm of a local board of directors is a body blow at the growth
of the local unit bank, and therefore at the growth and prosperity of the
group as a whole.
The deliberate adoption of policies so obviously suicidal is unthinkable;

nevertheless, extreme care must be exercised to insure that group management
does not perhaps unconsciously, encroach upon the statutory and customary
authority and responsibility of the unit bank management. Accordingly, it was
deemed advisable to particularly emphasize "the group policy of noninterference
with local management," by formal action of the group board of directors. It
was, therefore,
Raeolved, That the board of directors of each local unit institution in Guardian

Detroit Union Group (Inc.), is responsible for the management of the affairs
of the institution in question; and that the officers of each unit institution In the
group are responsible directly to the board of directors of their own institution
and to no other authority, except the law.
In brief, the local banks, trust companies and other unit members of the

group are, and should be, considered as enjoying all the rights and accepting all
the responsibilities of full partnership in the group, among the advantages of
which are:

First. Each separate institution has the backing of resources many times
greater than its own, giving the depositor even greater assurance as to the
safety of his funds.

tl
it
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ch8.econd. The larger local corporations need no longer go to New York or
Thleago for such accommodations as they may need in the matter of loans.
e group should be able to provide all the funds to which any of the local

e°rPorations are entitled.
Third. The depositors will have available to them the credit information andthe nnancial and investment advice of a large organization, including specialists

In many lines. A single institution of moderate size could not afford to employ
inlet exports.
ofrourth. The depositors are assured of the continuance of capable management
to the local institution. The group company must, of necessity, be in a position

furnish capable personnel to any unit member of the group when called
ntion to do so.
n Ilfth. The group provides contact with innumerable types of businesses and
°̀°Peration in developing new business for clients.
,Sixth. The original stockholders of the unit bank, after exchanging their stock
'ur stock of the group company, will have a diversity of risk, dependent notalorte on the prosperity of their local community, but supplemented by larger
9sourees with the investment spread over banking institutions located in many
itiesin banks serving a wide range of industry and territory.

,,.Seventh. Their new group stock is part of an issue of much greater number
'4 shares, owned by thousands rather than hundreds of investors, giving them
4._ broader and more active market in case they care to buy or sell—a stock
recognized as desirable collateral in every large city in the country.
Of course, the advantages referred to above can be obtained only as a resultO. establishing sound policies uniformly throughout the group; developing
lit organizations with the ability to put these policies into effect; and pro-

aiding a means for measuring the degree in which these policies are effectively

4,1311ed. The problem is to devise a form of organization which will accom-*''sh these purposes without in any way infringing upon local autonomy.

GENERA FUNCTIONS OF GROUP CO.

It Would appear that the board of directors of the Group Co. (upon which

Tactically all units are represented by one or more directors) could, with per-
reen_t Propriety, announce its belief in the soundness of a given policy. and
,.;qUest the president to bring it, as a "recommended policy" to the attentionuthaetrheebyboard of directors of all unit member institutions liable to be benefited

'the board of directors of the local unit institution would be at liberty to
',Free or disagree with the recommendation, but when, as, and if approved byrie local board, it would become the "approved policy" of the local unitolstitution.
'loth the board of directors of the local unit institution and that of the

!f°01:1 would have, then, a Joint interest in seeing that these "approved poli-
„;,es" are put into effect. They also have a natural desire to know the degree

conformity to established policies attained by the local unit in question and
'blv it compares in relative operating efficiency with other units of the group.

Pparently, then, the Group Co. can perform the following useful functions
òu.r the local unit institutions without in any way violating the basic policy
t,eUeouraging local management to run their own banks, namely:

ti ka) Acting as a clearing house for information bearing upon policies, prac-
'ceu, and results obtained by the various member unit institutions.
(b) Systematically making available to all units the practice of the best
tn a view to enabling all to reach the highest standards of operation and

'eSUltant profit.
(0) Providing expert advice at minimum cost in regard to tax and insuranceWafters, and extraordinary legal questions.
(a) Providing capable supervision in connection with building construction

management.
ke) Coordinating business development activities.
(1) Purchasing standard equipment and supplies in quantity.
(0) The Group Co. should also provide an independent examining force, in

sin Way responsible for the condition which its examination discloses, to
1,1,1plement the work of the board of directors of a local unit in connection

En the examining responsibilities imposed by statute.

44
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In brief, it should be the principal function of the Group Co. to act in.sn

advisory capacity—recommending to the boards of the local units, policies,

practices, economies, etc. The local boards and the local officers of the units

must operate their own banks or trust companies. They are better able to knoll

and judge local conditions.

ORGANIZATION OF GROUP COMPANY

In connection with the organization of the group company a tentative 
or-

ganization chart has been drawn up and a copy attached hereto.
The advisory committee is largely a policy-mak.ng committee, its membershiP

is comparatively small and includes no active operattng officers of any unit:
This committee has, and should have, entire freedom in criticiz.ng either 

t1ft

policies or handing of any unit or any department of the associated
Owls. Its meetings are not held on stated days, but at irregular interva!

upon the call of the chairman. Operating heads of units or departments will,

from time to time, be called to confer with this committee as to any questions

under consideration.
The following have been elected members of the advisory committee:
Fred T. Murphy, chairman; Henry E. Bodman, Edsel B. Ford, James Inglis,

Alvan Macauley, Jerome H. Remick, Murray W. Sales, Roy D. Chapin, Ch
arles 

H. Hodges, Ernest Kanzler, Charles S. Mott, John R. Russel, Charles
Warren. 

 D•

The executive committee includes largely the advisory committee together

with other members of the board of directors who are operating men in the

organizations in the group. Its duties are much the same as any executive

committee, empowered to act on behalf of the board of directors.
The following have been elected members of the executive committee:
H. E. Bodman, chairman; Frank W. Blair, John C. Grier, jr., Carlton g•

Higbie, Richard P. Joy, Robert 0. Lord, Fred T. Murphy, Phelps NewberrYt

Henry H. Sanger, James L. Walsh, Harry C. Bulkley, C. II. Haberkorn, Jr.,

Sherwin A. Hill, Ernest Kanzler, Charles S. Mott, Edwin H. Nelson, MurraY

W. Sales, John N. Stalker.
The operating committee is made up of the operating heads of the varioUS

large units in the group. Their funtion is to discuss operating details, new

business, and other matters pertaining to direct operations of the various in-

stitutions, which would make for better and more economical operation and for

the further growth and development of the units in the group. When deemed

advisable more than one member from each unit can be included in the mem-

bership of this committee.
The following have been elected members of the operating committee:
James L. Walsh, chairman; Frank W. Blair, John C. Grier, jr., Carlton 31.

Higble, Charles A. Kanter, Samuel R. Kingston, Robert 0. Lord, Duncan Mc-
Nabb, Phelps Newberry, Bert K. Patterson, Henry H. Sanger, John N. Stalker,
Arthur H. Vogt; Frank E. Quisenberry, representing Highland Park; Frank J.

Maurice, representing Highland Park; George B. Judson, representing Bank of
Detroit; H. S. Reynolds, representing Jackson; George R. Paul, representing

Jackson; S. A. Graham, representing Port Huron; H. R. Wilkin, representing
Flint; E. R. Morton, representing Battle Creek.
To this committee will be added, from time to time, representatives of other

important departments in the above institutions and also representatives of
.other units which may come into the group.

IMMEDIATE OBJ ECTIVES

The future success of the Guardian Detroit Union Group is a question of
management. The board of directors and such committees of the group as ma).
be appointed can contribute in a large measure. If we are to operate success-
fully and increase the earnings of the separate units, and of the group companY,
we must concentrate our efforts upon the following:

1. Increase the deposits of the banks and trust companies.
2. Increase the trust business of the Union Guardian Trust Co. and of the

other trust units.
3. Develop the investment business of the Guardian Detroit Co. and of our

-general distribution through the out-of-Detroit units.
4. Curtail expenses to the greatest possible extent consistent with operating

•efficiency.
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FUNCTIONS OF GROUP OFFICERS

in It Is believed that the above objectives can be attained without creating a
„'„r,ge operating organization in the group company. Such a course would not

be unnecessarily expensive, but would tend in time to weaken the author-
and therefore the sense of responsibility, of the management of local

It institutions.
Instead of setting up a number of departments or divisions in the group
"]Dany, it is recommended that certain staff officers be appointed to assist
'ne President of the group company in coordinating and stimulating the activi-ties of local unit institutions in accordance with "approved policies."
neferring to the accompanying organization chart, it will be noted that but

%single "line of authority" leads from the group board of directors, through
grolap president, the local board of directors, the president of the local
Institution, to the operating departments of the local bank or trust corn-any. This has been done advisedly.

11°U1Ing is more destructive of morale nor more conducive to confused and
_.2ffective operation than to have every Tom, Dick, and Harry possessing an
...uT5a1 title take it upon himself to write letters asking for information—

of
"len has perhaps already been furnished; making requests—with the forceden

lands—for action which may conflict with existing policies; dispensing
lu!ormation or advice—possibly not the most accurate or dependable to be ob-
tained Within the group, etc.

cross-flre of conflicting communications can yield chaos in short order.
..enue, the president will sign all the mail, even if the staff officers prepare
410st of the letters for his signature.

further insure continuity and consistency of policy, a vice president and
n'uerai manager has been provided to serve as an "alter ego" for the president,
:Aid to coordinate the work of the staff officers, who have been designated and
b̀aigned duties as follows!

GENERAL SALES MANAGER

(a) Coordinates and stimulates business development activities of all localUnits.

(b) Handles public relations for group.
'0) Initiates group advertising.
!d) Harmonizes advertising of local units.
(e) Operates central file showing relationships of all customers of all units4,tile group.
tr) Supervises technical instruction of business development personnel.

COMPTROLLER GENERAL

(tad weeps general books of the group.
,‘°) Prepares group balance sheet and operating statements.
It!) Develops standard operating methods, accounts, and reports.
d) Develops standard accrual systems and audit procedures.
le) Analyzes reports of auditing departments of local units.
tr) Supervises technical instruction of accounting and auditing personnel.

GENERAL PURCHASING AGENT

(a) Purchases standardized equipment and supplies on requisition of localUnits.

/>) Establishes standard stock records and normal inventories.
Salvages surplus property.

k d) Supervises technical instruction of purchasing personnel.

INVESTMENT COUNSEL

th,(0 Advises local unit management in regard to purchase of securities for
v,es, jment portfolio.
k 0) Supervises technical instruction of investment personnel.

100136-30—vm 2, PT 9-5
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GENERAL TRUST OFFICER

(a) Establishes standard trust account records.
(b) Reviews investments made for trust accounts.
(o) Supervises technical instruction of trust personnel.

GENERAL CREDIT MANAGER

(a) Reviews financial programs of all local units.
(b) Analyzes characteristics of local deposits and loans.
(c) Assists in the development of standard program for conversion of fundl
(d) Specifies items for secondary reserve.
(e) Tests " turnover " and diversification of loans in unit institutions.
(f) Checks "follow-up" of slow and doubtful lines.
(g) Establishes standard set-up for credit files.
(h) Analyses reports of examination by State or national examiner, or

clearing house.
(i) Assists, when required, in examination by examining committee of board

of directors of local unit.
(j) Supervises technical instruction of credit personnel.

SUPERVISOR OF BUILDINGS

(a) Assists in the construction and operation of buildings owned by loco
units. l‘e(b) Leases or sells vacant quarters not required by the activities of t-
group.
(o) Supervises technical instruction of building management personnel.

GENERAL COUNSEL

(a) Handles all legal matters affecting the group as a whole.
(b) Advises local units in the handling of income and personal property taxof
(c) Supervises placing of fidelity, fire and other forms of insurance in Oil

nection with the property and business of the local units.

EXTRA COMPENSATION PLAN

Financial incentive has proved most effective in producing results, according
to the experience of the larger New York and Chicago banks.
In order to insure that the local management of each local unit shall met

atam n the keenest possible interest, in the economical operation of the Institut-1n
dentrusted to its direction, as well as contribute to the general welfare an'

progress of the group as a whole, an extra compensation committee has been
established by the board of directors with instructions to recommend, early

in 1930, a definite profit-sharing or extra compensation plan for all locol

units.
The following have been elected members of the extra compensation cool

mittee:
Clarence H. Booth, chairman; Roy D. Chapin, Murray W. Sales, Edwin 11

Nelson, Hal H. Smith.

TRUST COMPANY ACTIVITIES

In order to provide the highest possible type of investment counsel for the
Union Guardian Trust Co., a trust investment committee, composed of directorn
having an outstanding reputation in the mind of the public for experience
and conservatism, none of whom are active operating officers, has been eztab'
lished and will include:
Henry E. Bodman, Walter 0. Briggs, Roy D. Chapin, Luman W. Good'

enough, Charles B. Hodges, Richard P. Joy, Alvan Macauley, Fred T. MurPh3rf
Ralph H. Booth, Harry C. Bulkley, Edsel B. Ford, Sherwin A. Hill, Hobart
Hoyt, Wm. Kates, Charles S. Mott, Hal H. Smith.
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BUSINESS DEVELOPMENT ACTIVITIES

A central file, based upon the Findex system, has been established in roan
777, Penobscot Building, Detroit, Mich. All commercial accounts of all unite
in the group have been cross-indexed under several different classifications; es
to size, borrowing or nonbarrowing, branch or main office, possible related

business, etc.
Information in answer to specific inquiries is available to the proper officers

of all local units; but, in view of the semiconfidential nature of the data, ne
complete lists of customers, or other blanket information can be furnished.
The central file is particularly effective in preventing improper solicitation

by one unit of a person, firm, or corporation already a customer of some other
unit of Guardian Detroit Union Group, Inc. It ought to prove increasingil
valuable in helping out-of-Detroit units secure local accounts of corporations
controlled in Detroit which are already customers of a Detroit unit.
A business development committee has been organized as a subcommittee a

the operating committee with membership as follows:
Alvan Macauley, Jr., chairman; John A. Reynolds, L. H. D. Baker, Harry

S. Covington, C. M. Beers, William A. Mayberry, Emanuel C. Lindman, R. 0.
Bisbee, Russell T. Jackson, A. B. Pfieiderer, Herbert H. Gardner, Andrew D.
Hotchkiss, Andrew C. Lassen, Charles French.

0
CREDIT DEPARTMENT AcTrnmirs ,

A credit committee has been organized as a subcommittee of the operating
committee with membership as follows:

Orville L. Hatt, chairman; Frank P. Evans, jr., B. F. Saylor, Charles 14,.•
Spinning, Gerald F. Collins, Griswold Adams, Norman H. Moysey, Harry
Blackman, Russell T. Jackson.

Standardized forms for personal statement, etc.; notes; credit file; analirsie
sheets; have been determined upon mid will he available, upon requisition, P
the near future.

BUDGETARY CONTROL

As future meetings of the board serve to crystallize in the minds of tile
directors certain definite aspirations and ideals for the group, it is belieVe;
possible to gradually inaugurate in certain of the local units as system 01'
budgetary control with a view to—
(g) Securing increased gross income through the establishment of definite

goals or quotas.
(b) Locating opportunities for curtailment of expenditures through fixing

personal responsibilities therefor.
(c) Securing increased net income as a result of economical operation, ..11

more accurately informed management, and a more intelligent and aggressoe
personnel.

EXPENSES

Our problem to increase earnings is twofold:
1. Increase our volume of business.
2. Cut expenses.
The group as it is now constituted has annual gross revenue of upward°

of $30,000,000—it is our Job to save for net income Just as large a percentage

of that gross revenue as possible.
Extravagance and wastefulness on the part of more than 4,00°

employees will mean many thousands of dollars of loss in earnings. EveP'

effort should be made to impress upon all officers and employees in the entire

organization, the necessity for curtailment of unnecessary expenses.
Probable lower rates for money during 1930 makes the expense questioe

a vital one.
FRANK W. BLAIR, ChairMaR.
ROBERT 0. LORD, President.

DEcEstant 31, 1929.
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PRESENT STATUS OF PROGRAM

Upon the exchange of stock of the Guardian Detroit Union Group (Inc.)
,tor stock of Union Commerce Corporation, the group corporation will own
the following financial institutions (either directly or indirectly) :

Guard
Guard
nthlard
uuard
2uord

Rank
Righl
RIgh
Natio
Feder,
frirtt
veloo
Natio
Union
tintonU, mon
New

kiet0

' gwon
',Won

:lank
,1,11100
offers
Bank
nBlane
tate

.7t
State
!tate
State
°NatState

Corporat Mn
Capital out-
standing

Capital
owned

Par vi
of sha

ian Detroit Bank $5, 000, 000 $5, 000, 000 1
Lan 'rrust Co 1, 000, OM 1, 000, 000
Ian Detroit Co 5, 000, 000 5, oon, 000 (1)
Ian Safe Deposit Co 100,000 100,000
an Detroit Co. of California 10,000 10,000
If Detroit 4, 000, 000 3,993, 600
If  -ir Dearborn 200, 000 200,000
.nd Park State Bank 1, 000, 000 1, 000, 000
.nd Park Trust Co 000,000 500,000
al Union Bank dr Trust Co. of Jackson 600.000 600,000
1 Commercial (11 Savings Bank of Port Huron 400, 000 400,000
Zational Bank St Trust Co. of Port Huron 300,000 300, 000
Trust Co 5, 000, 000 5, 000, 000
Lai Bank of Commerce 5, 000, 000 5, 000, 000
Title & Guaranty Co 1, non, 000 , 1, 000, 000
Co. of Detroit 500, 000 2 500, 000
Joint Stock Land .5z Bank 600(0)0 600,000
Savings Bank of Brightmoor 50, 000 2 50,000
Tilton Building Co 3, 000, 000 I 3, 000, 000
an Industrial Bank 500, 000 471, 000
, Higbie & Co  1, 000, 000 1, 000, 000
Industrial Bank, Flint 
Industrial Trust, Flint 

1, 800, 000
300, 000

1 , 1, 793, 600
j

(

'enn Joint Stock Land Bank 770, 000 768, 200
)f Commerce, Dearborn 200, 000 187, 500
State Bank, Dearborn 200,000 168, 700
m Savings Bank, Grosse Pointe 100,000 91,099
)f Hamtramck 200,000 4 116,500
lard State Bank, Blanchard 25, 000 ' 10, 600
lavings Bank. Clinton 50,0(X) 4 21, 000
.ational Bank & Trust Co. of Battle Creek.. 600,000 562,640
pson Savings Bank, Hudson 100,000 ' 40, 000
?livings Batik, Remus 20,000 4 10,500
Rank of Six Lakes, Six Lakes 20,000 0 8,500
;avings Bank, Stanton 40,099 le 15,000
In State Bank, Trenton 50,000 0 39, 000
;livings Bank, Vestaburg 20,000 7 8,000

'No par value.
'By Union Trust.

Unified stock.
b 58.2 per cent.

40.2 per cent.
b 42 per cent.
'40 per cent.
40.3 per cent.

42.5 per cent.
ID 37.5 per cent.
II 78 per cent.

OFFICERS OF GUARDIAN DETROIT UNION GROUP (INC.)

Temporary offices: Room 777 Penobscot Building, Detroit. Mich.
Prank W. Blair, chairman of the board.
Robert 0. Lord, president.
Ernest Kanzler, vice president.
Phelps Newberry, vice president.
John N. Stalker, vice president and secretary.
Lewis K. Walker, vice president.
Arthur H. Vogt. assistant treasurer.
A. A. F. Maxwell, assistant secretary.
Henry E. Bodman, chairman, executive committee.
John C. Grier, jr., vice president.
James L. Walsh, vice president.
Henry H. Sanger, vice president.
Bert K. Patterson, vice president and treasurer.
Harry S. Covington, vice president.
Robert C. Lehman, assistant secretary.
George D. Clark, assistant secretary.
Charles B. Marks. assistant secretary.

lue
es

100
100

100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
10
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
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BOARD OF DIRECTORS

Frank W. Blair, president Union Trust Co., Detroit.
Arthur C. Bloomfield, president National Union Bank & Trust Co., Jackson.
Henry E. Bodman, chairman Guardian Trust Co., Detroit.
Clarence H. Booth, chairman Motor Bankers Corporation, Detroit.
Ralph H. Booth, president Booth Newspapers (Inc.), Detroit.
Walter 0. Briggs, chairman and president Briggs Manufacturing Co., Detroit.

Daniel D. Brown, president First National Bank & Trust Co., Port Huron.
Harry C. Bulkley, Campbell, Bulkley & Ledyard, Detroit.
Roy D. Chapin, chairman Hudson Motor Car Co., Detroit.
Harry S. Covington, executive vice president National bank of Commerce,

Detroit.
George R. Fink, president Michigan Steel Corporation, Detroit.
William A. Fisher, president Fisher Body Corporation, Detroit.•
Edsel B. Ford, president Ford Motor Co.,' Detroit.
Stephen A. Graham, president Commercial & Savings Bank, Port Huron.
John C. Grier, Jr., president Guardian Detroit Co., Detroit.
C. H. Haberkorn, jr., chairman Bank of Detroit, Detroit.
Carlton M. Higbie, chairman Keane, H.gbie & Co., Detroit.
Sherwin A. Hill; Warren, Hill & Hamblen, Detroit.
Charles H. Hodges, vice president American Radiator & Standard Sanitar1

Corporation, Detroit.
James Inglis, president American Blower Corporation, Detroit.
Richard P. Joy, chairman National Bank of Commerce, 'Detroit.
George B. Judson, president Bank of Detroit, Detroit.
Ernest Kanzler, president Universal Credit Corporation, Detroit.
Jerome E. J. Keane, director Keane, Higbie & Co., Detroit.
Dwight B. Lee, president and treasurer Motor Products Corporation, Detroit
Robert 0. Lord, president Guardian Detroit Bank, Detroit.
Alvan Macauley, president and general manager, Packard Motor Car CO.,

Detroit.
Francis C. McMath, director Canadian Bridge Co. (Ltd.), Detroit.
Charles S. Mott, vice president General Motors Corporation, Detroit.
Fred T. Murphy, chairman Guardian Detroit Bank, Detroit.
Edwin H. Nelson, president Nelson, Baker & Co., Detroit.
Phelps Newberry, vice president, Guardian Detroit Bank, Detroit.
Jerome H. Remick, president Detroit Creamery Co., Detroit.
IIerbert S. Reynolds, president Peoples National Bank, Jackson.
Murray W. Sales, president Murray W. Sales & Co., Detroit.
Henry H. Sanger, president National Bank of Commerce, Detroit.
Hal H. Smith; Beaumont, Smith & Harris, Detroit.
Oscar W. Smith, president Parke-Davis & Co., Detroit.
John N. Stalker, executive vice president, Union Trust Co., Detroit.
James L. Walsh, vice president Guardian Detroit Bank, Detroit.
Charles Beecher Warren; Warren, Hill & Hamblen, Detroit.

APPENDIX V

ANNUAL REPORT OF THE GUARDIAN DETROIT UNION GROUP (INC.), 1929

DIRECTORS

Frank W. Blair, chairman Union Trust Co., Detroit.
Arthur C. Bloomfield, president National Union Bank & Trust Co.. Jackson.
Henry E. Bodman, chairman Guardian Trust Co., Detroit.
Clarence H. Booth, chairman Motor Bankers Corporation, Detroit.
Ralph H. Booth, president Booth Newspapers (Inc.), Detroit.
Joseph H. Brewer, president Grand Rapids Trust Co., Grand Rapids.
Waiter 0. Briggs, chairman and president Briggs Manufacturing Co., Do-

trait
Daniel D. Brown, president First National Bank & Trust Co., Port Huron.
Harry C. Bulkley; Campbell, Bulkley & Ledyard, Detroit.
Charles S. Campbell, president First National Bank & Trust Co., Kalamazoo.
Roy D. Chapin, chairman Hudson Motor Car Co., Detroit.
George H. Fink, president Michigan Steel Corporation, Detroit.
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William A. Fisher, president Fisher Body Corporation, Detroit.
Edsel B. Ford, president Ford Motor Co., Detroit.
Frank E. Gorman, vice president Capital National Bank, Lansing.
Stephen A. Graham, president Federal Commercial & Savings Bank, Port

Huron.
_john C. Grier, Jr., president Guardian Detroit Co., Detroit.
kj. H. Haberkorn, jr., chairman Bank of Detroit, Detroit.
Carlton M. Higble, chairman Keane, Higbie & Co., Detroit.
Sherwin A. Hill; Warren, Hill & Hamblen, Detroit.
Charles H. Hodges, vice president American Radiator & Standard Sanitary

k'orPoration, Detroit.
James Inglis, president American Blower Corporation, Detroit.
Richard P. Joy, director National Bank of Commerce, Detroit.
George B. Judson, president Bank of Detroit, Detroit.
Ernest Kanzler, president Universal Credit Corporation, Detroit.
Jerome E. J. Keane, director Guardian Detroit Bank, Detroit.
Dwight B. Lee, president and treasurer Motor Products Corporation, Detroit.
Robert 0. Lord, president Guardian Detroit Bank, Detroit.

et rl vo 
an 
t 

Macauley, president and general manager Packard Motor Car Co.,

Francis C. McMath, director Canadian Bridge Co. (Ltd.), Detroit.
George B. Morley, chairman Second National Bank & Trust Co., Saginaw.
Charles S. Mott, vice president General Motors Corporation, Detroit
Pred T. Murphy, chairman Guardian Detroit Bank, Detroit.
Edwin H. Nelson, president Nelson, Baker & Co., Detroit.
P,helps Newberry, vice president Guardian Detroit Bank, Detroit.
Itallsom E. Olds, chairman Reo Motor Car Co., Lansing.
Jerome H. Remick, president Detroit Creamery Co., Detroit
Herbert S. Reynolds, president Peoples National Bank, Jackson.
John R. Russel, director Russel Steel Construction Co.
Murray W. Sales, president Murray W. Sales & Co., Detroit.
Henry H. Sanger, president National Bank of Commerce, Detroit.
It Perry Shorts, president Second National Bank & Trust Co., Saginaw.
Hal H. Smith, Beaumont, Smith & Harris, Detroit.
9 Sear W. Smith, president Parke Davis & Co., Detroit.
J_oh n N. Stalker, president Union Trust Co., Detroit.
James L. Walsh, vice president Guardian Detroit Bank, Detroit.
Charles Beecher Warren, Warren, Hill & Hamblen, •Detroit.
Dudley E Waters, chairman Grand Rapids National Bank, Grand Rapids.

OFFICERS

Frank W. Blair, chairman of the board.
Henry E. Bodman, chairman executive committee.
Robert 0. Lord, president.
iohn C. Grier, Jr., vice president.
James L. Walsh, vice president.
tienry H Sanger, vice president.
Eert K. Patterson, vice president and treasurer.
C. H. Haberkorn, Jr., vice president.
Lewis K. Walker, vice president.
Joel H. Prescott, vice president.
Andrew L. Malott, vice president
A. A. F. Maxwell, secretary.
H. A. Conner, assistant secretary.
Ernest Kanzler, vice president.
Phelps Newberry, vice president.
John N. Stalker, vice president
Arthur H. Vogt, vice president and comptroller.
_Samuel R. Kingston, vice president.
Charles A. Kanter, vice president.
Harry S. Covington, vice president.

W. 
Perry Shorts, vice president.

_w. J. Penningroth, assistant treasurer.
%). A. Waldow, assistant comptroller.
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Advisory committee: Fred T. Murphy, chairnian ; James Inglis, vice chairman
Henry E. Bodman, Roy D. Chapin, Edsel B. Ford, Charles H. Hodges, Ernes'
Kanzler, Alvan Macauley, George B. Morley, Charles S. Mott, Jerome IL Remick,
John R. Russel, Murray W. Sales, Charles B. Warren.

Executive committee: Henry E. Bodman, chairman; Frank W. Blair, HarrY °
Bulkley, John C. Grier, jr., C. H. Haberkorn, jr., Carlton M. Higbie, Sherwin A
Hill, Richard P. Joy, Ernest Kanzler, Robert 0. Lord, Charles S. Mott, Fred
Murphy, Edwin H. Nelson, Phelps Newberry, Murray W. Sales, Henry 11
Sanger, John N. Stalker, James L. Walsh.
Operating committee: James L. Walsh, chairman; Frank W. Blair, Frank 31

Brandon, Joseph H. Brewer, Harry S. Covington, Frank E. Gorman, Stephen A
Graham, John C. Grier, jr., Carlton M. HIgbie, George B. Judson, Charles A
Kanter, Samuel R. Kingston, Robert 0. Lord, Duncan J. McNabb, Frank
Maurice, E. R. Morton, Phelps Newberry, Bert K. Patterson, George K. Paul
Frank E. Quisenberry, Herbert S. Reynolds, Henry H. Sanger, Earl H. Shepherd
R. Perry Shorts, John N. Stalker, Arthur H. Vogt, Herbert R. Wilkin.

JANUARY 28, 1930.
To the stockholders of Guardian Detroit Union Group (Inc.):
The Guardian Detroit Union Group (Inc.), was organized May 10, 1929. 11

now has outstanding 1,538,801 shares ($20 par value) of an authorized issua
of 2,500,000 shares. The banks, trust companies, and other related institutiofl!
now units of the group are as follows:

RANKS AND TRUST COMPANIES

Detroit and the metropolitan district: National Bank of Commerce, Guardisr,
Detroit Bank, Bank of Detroit, Highland Park State Bank, Michigan IndUstris'
Bank, Jefferson Savings Bank, Bank of Hamtramck, Bank of Dearborn, Unior
State Bank, Dearborn; Bank of Commerce, Dearborn; Trenton State Bash;
Trenton; Union Savings Bank, Brightmoor ; Union Trust Co., Guardian True!
Co., Highland Park Trust Co.

Battle Creek: City National Bank & Trust Co.
Flint: Union Industrial Bank, Union Industrial Trust Co.
Grand Rapids: Grand Rapids National Bank, Grand Rapids Trust Co.
Jackson: National Union Bank & Trust Co., Peoples National Bank.
Kalamazoo: First National Bank & Trust Co.
Lansing: Capital National Bank.
Niles: City National Bank & Trust Co.
Port Huron: Federal Commercial & Savings Bank, First National Bank

Trust Co.
Saginaw: Second National Bank & Trust Co.
The group company owns all or practically all of the capital stock (exce9I

directors' qualifying shares) of the above named banks and trust companies
The company also owns approximately 40 per cent of the stock of the following
banks:
Blanchard State Bank, Blanchard.
State Savings Bank, Clinton.
Thompson Savings Bank, IIudson.
State Savings Bank, Remus.
State Bank of Six Lakes, Six Lakes.
State Savings Bank. Stanton.
State Savings Bank, Vestaburg.
The group company owns either directly or indirectly all or substantially all

of the capital stock of the following corporations:

SECURITIES COMPANIES

Guardian Detroit Co.
Keane, Highie & Co.
National Union Co., Jackson.
F. N. B. Securities Co., Kalamazoo.
Grand Rapids National Co., Grand Rapids.
Guardian Detroit Co. of California.
Peoples National Co., Jackson.
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JOINT-STOCK LAND BANKS

Union Joint Stock Land Bank, Detroit.
Ohio-Pennsylvania Joint Stock Land Bank, Cleveland.

OTHER AFFILIATED INSTITUTIONS

Union Title & Guaranty Co., Detroit.
New Union Building Co., Detroit.
Guardian Safe Deposit Co.
Guardian Holding Co.
National Union Building Co., Jackson.

PURPOSES

1081

In the past decade, banking like industry has felt the economic pressure
reard larger units and closer connection of units. The progress of business
;as emphasized the interdependence of communities within the same industrial
area, and has shown the need for a more comprehensive banking service.
The purpose of the group has been to gather together under unified owner-

8,1111) outstanding banks, trust companies, and financial institutions in he
leading industrial and commercial centers of Michigan to the end that-
1. Industry, commerce, and the individual shall be better served, by a strong

'`ula progressive group of banking and financial institutions, whose directors
end officers have a clear and sympathetic, understanding of the needs and

r hiems of business in the vast industrial region of lower Michigan—one of
e most important manufacturing districts in the world.
2. There shall be retained for Michigan and for its cities the banking re-

sources and deposits which might otherwise of necessity go in substantial
alltounts to financial centers outside of the State.
b 2. Further growth and development in Michigan shall be aided and fostered
7ft,hlichigan institutions and by Michigan capital.
The practical advantages which the group offers are many. Each unit in-

stitution is associated with the group company having aggregate resources
'harlY times greater than its own, giving the depositor even greater assurance

tlt the safety of his funds. The larger local corporations need no longer go
elsewhere for such loan accommodations as they may need. If individual
!la, its of the group do not have sufficient legal loaning capacity to provide for

requirements of the large corporations, the other units of the group should
ue able to take care of these requirements.
,j)epositors will have available the credit information and the financial and
lovestment service of a larger organization fully equipped to render such
"Mee. The group through its units and through its outside relationships

revides contact with innumerable types of business and cooperates in develop-
new business for customers.

POLICY OF MANAGEMENT

l'rofn its inception Guardian Detroit Union Group (Inc.) has stood com-
taitted to the fundamental policy of developing the standing and prestige

local management and has placed the responsibility of such management
upen the local boards of directors and local officers.
Article VI of the by-laws of the group provides:
Whenever at any meeting of the stockholders of a bank or trust company

1". Which this corporation shall at the time own 75 per cent or more of the
untstanding stock, an election of a board of directors is held, the shares of
, eh bank or trust company owned by this company shall be voted in favor

the election of a board of directors of which at least 75 per cent shall
'flaist of directors residing in the municipality where said bank or trust
-.Puny is located or within a radius of 50 miles thereof."
To further carry out these policies, the board of directors of Guardian

"etroit Union Group (Inc.) adopted the following resolutions:
“Itee0iVelel, That credit based upon the deposits in a local bank, which is

u..Unit member of Guardian Detroit Union Group (Inc.), shall be controlled
"11,Plly by the board of directors and the officers of the local unit bank; and

Resolved, That Guardian Detroit Union Group (Inc.), in its relationships
"rah local banks which are unit members of the group, accepts as its sole
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function, responsibility and duty—to provide 'stronger support to the banlcs
and a more secure basis for these institutions '—and the officers and stall
of the group be and they hereby are directed to devote their energies anl
restrict their activities accordingly; and
"Resolved, That the board of directors of each local unit institution in

Guardian Detroit Union Group (Inc.), is responsible for the management
of the affairs of the institution in question; and that the officers of each unit
institution in the group are responsible directly to the board of directors ei
their own institution and to no other authority, except the law." -

Subject to the broad policies outlined above, the group company can perforro

the following useful functions for local unit institutions:
(a) Acting as clearing-house for information bearing upon policies, practices,

and results obtained by the various member unit institutions;
(b) Systematically making available to all units the practice of the bet

with a view to enabling all to reach the highest standards of operation and
resultant profit;
(c) Providing expert advice at minimum cost in regard to tax and insurane

matters, and extraordinary legal questions;
(d) Providing capable supervision in connection with building construction

and management;
(e) Coordinating business development activities;
(f) Purchasing standard equipment and supplies in quantity;
(g) The group company should also provide an independent examining force,

in no way responsible for the condition which its examination discloses, (0 A
supplement the work of the board of directors of a local unit in connection
with the examining responsibilities imposed by Statute.
In order to perform the above functions effectively, the following committees

have been elected, by the board of directors: Advisory committee, executive
committee, operating committee.
The advisory committee is largely a policy-making committee; its member'

ship is comparatively small, and includes no active operating officers of anY
unit. This committee has, and should have entire freedom in criticizing either
the policies or the management of any unit or any department of the associate'
Institutions. Its meetings are not held on stated days, but upon the call ca
the chairman. Operating heads of units or departments will have the advice
and assistance of this committee as to any questions under consideration.
The executive committee includes several members of the advisory MO'

mittee together with other members of the board of direttors who are operating
men in the organizations in the group. Its duties are much the same as ani
executive committee, empowered to act on behalf of the board of directors.
The operating committee is made up of the operating heads of the varione

large units in the group. Their function is to discuss operating details, neel
business and other matters pertaining to direct operations of the varione
Institutions, which would make for better and more economical operation and
for the further growth and development of the units in the group.
To assist in coordinating and stimulating group activities, the following staff

officers have been provided for: Manager business development, comptroller,

purchasing agent, chairman bank investment committee, general trust officer,
1manager department of examinations, supervisor of buildings, general counsel

RESULTS OF OPERATIONS DURING 1929

The results of operations of the above unit institutions of Guardian Detroit
Union Group (Inc.) for the year ending December 31, 1929, were satisfactori
in spite of the difficult condition which confronted every banking institution
during the last 10 weeks of the calendar year.

Aggregate gross earnings of the units of the group amounted to_ $41, 847, 489.!
From which all expenses (including taxes of all kinds, and

depreciation of buildings and equipment) were paid to the
amount of  32,435, 031. 08

Leaving net earnings from operations (after writing off all
known losses) in the amount of  9, 412, 458.13
Or at the rate of 30.58 per cent on outstanding capital stock

of 1,538,801 shares of $20 par value.

1
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Of this amount, there was set aside reserves for unforseen
contingencies in the amount of  $1, 704, 732. 73

Leaving available for dividends  7,707, 725. 40
Or at the rate of 25.04 per cent on outstanding capital

stock of 1,538,801 shares of $20 par value.
Of this amount there was paid out in dividends during the
Year by the group or by the member banks prior to affiliation
With the group  4,246, 359. 04

L'eaying for additions to surplus or undivided profits  3,461, 366.36
The banks and trust companies, units of the Guardian Detroit Union Group
; now serve more than 500,000 customers.

4ggregate resources and liabilities of banks and trust companies afflliated with
Guardian Detroit Union Group (Inc.) as of December 81, 1929

RESOURCES

Loans and discounts_ $227, 245, 022.82
ds and securities_ 83, 216, 782. 92

Cal estate mort-
gages  75, 996, 013. 98
48.1 and due from
basks 78, 195, 449. 90

Ar,dvances to trusts___ 6, 355, 536. 99
",stquaerfe
setters or credit and
aces-t-unces  851, 318. 15

Oil:dowers securi-
,ties--Safekeeping _ 12, 594, 330. 16

",rst mortgage
b bonds—trust fund_ 3, 699, 193.90
• hking houses,

NuiPment, etc 
vther resources  

21, 256, 041. 50
540, 121. 85

509, 949, 812.23

LIABILITIES

Capital stock  $31, 700, 000. 00
Surplus  27, 527, 400. 00
Undivided profits  7,600, On. 01
Reserves  1,432, 124.97

Total invested
capital  68,260, 197.98

Bills payable  21,842, 176.33
Letters at credit and

acceptances  857, 466. 92
Customers' securities—

safekeeping  12, 594,330. 16
Mortgage bonds  3, 770, 200. 00
Repurchase agree-
ments  2, 000, 000. 00

Circulation_  3, 226, 035. 00
Other liabilities  4, 313, 076. 50
Deposits  393, 086, 329. 34

509, 949, 812. 23

%vested capital of banks and trust companies as indicated
•r_above (including contingent reserves)  68,260, 197.98
• vested capital of all other corporations, units of the group, in-

cluding the proportionate ownership where less than 50 per
cent of the capital is owned by Guardian Detroit Union Group
(Inc.)  12, 777, 190.58

Total invested capital  81, 037, 388. 56
,he Guardian Detroit Union Group (Inc.) has more than 8,000 stockholders.
"ese stockholders can be of inestimable help in further developing the business
Orgs the various units of the group, not only through the use of all facilities
*red by the units but also in urging their friends to do likewise. Much of

s assistance has already been given by our stockholders for which thetuft
,‘„ hagement wishes to express appreciation. In asking a further measure of
71)Dort we are mindful that whatever benefits the units of the group is of
"ireet benefit to the stockholders.
n Acknowledgment is made of the loyal support and untiring efforts of all of
"Itr directors, officers, and employees during the past year.

order of the executive committee.
ROBERT 0. LORD, President.
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Statement of condition of National Bank of Commerce, Detroit, Mich., at the
close of business December 81, 1929

RESOURCES

Loans and discounts $87,806,901. 65
United States bonds 275,000.00
Other bonds and securities 3,407,560.00
Cash and due from banks 18,926,748. 85
United States bonds borrowed 3,900,000.00
Banking house and equipment 2,294,332. 10
Other real estate 2,245. 27
Customers' liability letters of credit and acceptances 440.751. 20

Total_  117,053,539.01

LIABILITIES

Capital stock 5,000,000 00
Surplus  6,000,000. 00_
Undivided profits 1,487,157. 50
Reserve for interest, taxes, etc 285,100.15
Discmint collected not earned 119, 022. 10
Dividends unpaid 1822.50
Liability under letters of credit and acceptances 446,899.
Bills payable 7,900,000. 00
Rediscounts 895,000. 00
United States bonds borrowed 3,900,000. 00,,
Real estate mortgage and commitments' 34.634. 87
Deposits 90.983.901. 23

Total  117,053,539,01

ortlexas

Henry H. Sanger, chairman of the
board and president.

Samuel R. Kingston, executive vice
president and cashier.

Charles A. Kanter, executive vice pres-
ident.

Harry S. Covington, executive vice
president.

L. H. D. Baker, vice president.
Scott Carpenter, vice president.
Harry S Finkenstaedt, vice president.
Orville L. Hatt, vice president.
Charles A. Kinney, vice president.
Charles N. Maycock, vice president.
Robert C. Wandel, vice president.
G. R. Harris, assistant vice president.
W. P. Jacobs, assistant vice president.
Albert P. Voss, assistant vice president.

W. E. Blakeley, assistant cashier.
Walter D. Brown, assistant cashier.
S. A. Clark, assistant cashier.
Leo J. Coleman, assistant cashier.
R. V. Free, assistant cashier.
A. D Freydl, assistant cashier.
George L. Greenup. assistant cashier.
Nels Johnson. assistant cashier.
John W. Johnston, assistant cashier.
S. W. Laird. assistant cashier.
Douglas G. McCracken. assistant
cashier.

Charles F. Sawyer, assistant cashier.
Harry Schaefer, assistant cashier.
F W. Shelton, assistant cashier.
E. Schulz, auditor.
William Fredericks, assistant auditor.
Leo E. Kangas, assistant auditor.

Statement of condition of Bonk of Detroit, Detroit, Mich., at the close of
business December 31, 1929

RESOURCES

Loans and discounts $21,194,274. 4-1
Bonds, mortgages, and securities 17,737,381. 49
Securities sold subject to repurchase agreement 2,000,000. 00
Federal reserve bank stock 150,000. 00
Cash resources:

Due from Federal reserve bank 
Cash in vault and due from banks 

$2, 002,
6,567,

514. 57
603.03

8,570,117. 80
Customers' liability letters of credit 35,817.00
Customers' bonds for safekeeping 2,097,400. 00
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Bank buildings and equipment 
Other real estate 
Laud contracts receivable 
Income accrued receivable (net) 
Interest and expenses prepaid (net) 

Total 

Pital stock
Surplus 
Undivided profits
Blvidend checks outstanding 
Custotners' bonds for safekeeping 
Securities sold subject to repurchase agreement 
Letters of credit 
BePosits  

Total

LIABILITIES

$2, 338, 623. 01
284, 833. 24
101, 599. 09
222, 608. 30
60, 471. 47

$54, 793, 125. 63

  $4, 000, 000. 00
_ 1, 250, 000. 00

501, 572. 38
883.85

2, 007, 400. 00
2, 000,0(X). 00

35, 817. 02
44, 907, 452.38

  54, 793, 125. 63

OFFICERS

C. H. Haberkorn, jr., chairman of the
,.„ board.
_kleo. B. Judson, president.
u• Ogden Ellis, vice president.
1Nr• A. Fisher, vice president.
IL,' B. Gripman, vice president.
• J. Beyer, vice president.

ri• S. Burns, vice president.
9• M. Beers, vice president.

C. Van Auken, vice president.

W. R. Laing, cashier.
G. T. Murray, assistant cashier.
C. S. Goddin, assistant cashier.
E. T. McConnell, assistant cashier_
B. F. Saylor, assistant cashier.
A. J. Stocker, assistant cashier.
G. C. Auten, assistant cashier.
M. W. Heyrock, assistant cashier.
N. J. MacDonald, assistant cashier:
T. L. Higgins, auditor.

tement of Condition of Guardian Dctroit Bank, Detroit, Mich.., at the Clost
of Business December 31, 1929

RESOURCES

ans and discounts  $32, 942, 649. 45
united States bonds and certificates  9, 513, 335. 77
Other bonds  2,451, 334. 92
Pederal reserve bank stock  240, 000. 00
Cash resources:

Due from Federal reserve bank  $5, 697, 350. 20
Cash in vault and due from banks  12, 150, 777. 00

  17, 848, 127. 20
CUstonners liability letters of credit and acceptances  248, 719. 93
Bunking quarters and equipment  1, 121, 661. 49

Total 64, 365. 828. 76

LIABILITIES

...ea Oita' stock 
TH'Plus 
Undivided profits 
Reserve for interest, taxes, etc 
Letters of credit and acceptances 
Bills payable 
Beinmits 

5, 000, 000. 00
3, 000, 000.00

882, 092. 60
516, 736. 06
248, 71.9. 63

None.
54, 718; 280. IT

Total 64, 365, 828. 76
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OFFICERS

Fred T. Murphy, chairman of the
board.

Robert 0. Lord, president.
Ernest Kanzler, vice president.
James L. Walsh, vice president.
John C. Grier, jr., vice president.
Phelps Newberry, vice president.
C. A. Shepardson, vice president.
Arthur H. Vogt, vice president.
Alvan Macauley, jr., vice president.

Frank P. Evans, jr., vice president.
John B. Dew, cashier.
John S. Wells, assistant vice presides'
John N. Daley, assistant vice presides'
Norman Rudolph, assistant cashier.
James J. O'Shea, assistant cashier.
Dan P. Caulkins, assistant cashier.
John R. Walsh, assistant cashier.
Maurice D. Watts, assistant cashier.

Guardian Trust Co. of Detroit, statement of condition of at the c/0.9e of buidness
December 31, 1929

RESOURCES

Cash and due from banks 
Collateral loans 
Real-estate mortgages 
Real-estate mortgages with State treasurer 
Bonds 

 $1,
12,
6,

2,

530,
246,
567,
213,
353.

408.7!
15O.3
694. 4'1
125. 50
138.30

Advances to trusts 412,439. 03

Total 23,327,956. 36

LIABILITIES

Capital stock 1.000,000. 0°
Surplus  1.000,000. 00,
Undivided profits 
Reserve for interest, taxes, etc 

899.
356.

904. 5.!.
875.6(1

Trust deposits 20,071,176. 13

Total  23,327,956.30

OFFICERS

Henry E. Bodman, chairman of the
board.

Robert 0. Lord, president.
Lewis K. Walker, vice president and

secretary.
John C. Grier, Jr., vice president.
Phelps Newberry, vice president.
Andrew L. Malott, vice president.
Rudolph E. Hofelich, vice president.
Arthur H. Vogt, vice president and

comptroller.
A. A. F. Maxwell, assistant vice

president.
Ernest C. Harris, assistant vice presi-

dent.

A. B. Pfleiderer, assistant vice presi-
dent.

John L. Cotter, assistant vice presi-
dent.

Harold W. Buckheit, assistant vice
president.

Charles A. Meyer, trust officer.
Louis J. Ronder, assistant secretary.
Charles B. Marks, assistant secre-

tary.
George D. Clark, assistant secretary.
Wilbur F. Campbell, assistant secre-
tary.

Statement of condition of Union Trust Co., Detroit, Mich., at the close of bulk
floss December 31, 1929

RESOURCES

$9,135,009.04
United States Government securities  165,095.52
Bonds, mortgages, etc  23,525,897.22
Cash on hand and in banks  6,529,987.88
Stock of New Union Building Co  3,000,000.00
Stock of Union Title & Guaranty Co  1,000,000.00
Advances to trusts  5,219,062.88
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Real estate 
Furniture and fixtures 
Accrued receivables, net 

Total 

Capital stock
Surplus 
tr!ndivided profits 
tills payable 
United States Government securities borrowed 
Other liabilities 
Reserve for interest, taxes, etc 
_Accrued payable, net 
rrust deposits 

LIABILITIES

$729, 769.48
263, 878. 80

1,097, 279.45

Total 

OFFICERS

Frank W.
board.

,,,4434 N. Stalker, president.
k,harles R. Dunn, executive vice presi-

dent.
Joel H. Prescott, executive vice presi-
dent.

Andrew L. Malott, executive vice
_ President.
uharles N. Crosman, vice president.
harles H. Adam-4, vice president.

Merrill C. Adams, vice president.
.barles E. Clark, vice president.
c,°11/1 A. Reynolds, vice president.
;Raton F. Berry, vice president.
4. Douglas jamieion, vice president.

tall% E. Badger, vice president.• L. Deacon, vice president.
"I. Monroe Roney, vice president.
14vvrence J. Toomey, vice president.
Morse D. Campbell, vice president.
liblvin W. Bond, vice president.
L'Ilgene A. Miller, vice president.
nlerrill C. Adams, secretary.
?Arles E. Clark, treasurer.
q ePh J. Cavanaugh, trust officer.
r°1nas J. Teare, trust officer.
"nalnes A. Pierce, trust officer.
,meorge F. Aldrich, trust officer.
,..‘-;• Stewart Baxter, trust officer.
ut,eorge E. Parker, Jr., trust officer.
'DtarrY Slater, assistant to the presi-
• dent
4401118 H. Charbonneau, assistant vice
t_PreSident.
4terold G. Woodruff, assistant vice
President.

"Olin C. Evans, assistant vice presi-
b,6ent.
vveYne W. Putnam, assistant vice
.._Dresident.

ilijani B.
President.

Blair, chairman of the

McNally, assistant vice

50, 665, 980. 27

5, 000, 000. 00
7, 500, 000. 00
402, 133.81

5, 232, 500. 00
60, 000. 00
15, 250. 00
73, 683. 77

461, 694. 74
31, 920, 717. 95

50, 665,980. 27

William J. Dickson, assistant vice
president.

Wesley J. Carlyle, assistant vice presi-
dent.

Arthur S. Gilmore, assistant secretary.
Ned W. Andrus, assistant secretary.
•William H. Erskine, assistant secre-

tary.
Wayne W. Putnam, assistant secre-
tary.

Millard E. Bowlus, assistant secre-
tary.

Robert T. Flattery, assistant secre-
tary.

Thomas L. Patton, assistant secretary.
Herbert H. Schoenberg, assistant sec-

retary.
Lucius A. Thomas, assistant secre-
tary.

Edward L. Alward, assistant secre-
tary.

E. Arthur Edwards, assistant secre-
tary.

Walter C. Hartwig, assistant treas-
urer.

Charles H. Adams, manager bond de-
partment.

Roy R. Carpenter, manager corporate
division, bond department.

Frank P. Keane, manager municipal
division, bond department.

Paul D. Corbett, manager of sales,
bond department.

E. John Lantz, auditor.
Irving C. Tuttle, assistant auditor.
John A. Reynolds, manager business

extension department.
Robert T. Flattery, assistant manager

bus'ness extension department.
Wilfred C. Dickie, assistant manager
business extension department.

H. Raymond Bacon, assistant man-
ager business extension department.



"97

1088 BRANCH, CHAIN, AND GROUP BANKING

Statement of condition of Highland Park State Bank, Highland Park, Mich"
at the close of business December 31, 1929

RESOURCES

Loans and discounts  $5, 197, 257.
Real-estate loans  10, 882, 703.
United States bonds and certificates  1, 858, 334.
Other bonds  6,314, 197. v.
Federal reserve bank stock  90, 000.0
Cash resources:

Due from Federal reserve bank  $837, 685. 59
Cash in vault and due from banks  1, 437, 805. 61

  2, 275, 491.20

Banking houses and equipment  1, 111, 263. a'
,

Customers' liability letters of credit

Total 

LIABLITIES

Capital stock 
Surplus 
Undivided profits 
Reserve for interest, taxes, etc 
Letters of credit and acceptances 
Bills payable 
Deposits 

Total 

OFFICERS

James T. Whitehead, chairman of the
board.

Robert 0. Lord, president.
George R. Andrews, chairman of exec-

utive committee.
Frank E. Quisenberry, executive vice

president.
Frank J. Maurice, executive vice presi•

dent.
Herbert G. Wood, vice president.
Herbert H. Gardner, vice president.
Charles I. Norman, vice president and
bond officer.

10, 000.0°

27, 739, 248. 18

1, 000, Goo. mO°
2, 000, 000. vv_

258, 895. Ps„
208, 163. to
10, 000. 0°

None

24, 262, 189. 64

27, 739, 248.16

William A. Mayberry, assistant vice

president.
Lloyd P. Thompson, cashier.
Leo C. Janisse, assistant vice pre'.

dent.
Griswold Adams, assistant cashier.
James H. Helliwell, assistant cashier.

L. F. Merz, manager foreign WO
ing department.

B. Pesciarelli, assistant manager for"
eign banking department.

Statement of condition of Highland Park Trust Co., Highland Park, Micl.
at the dose of business, December 31, 1929

RESOURCES

Cash and due from banks  $168, 707.12
Collateral loans  611, 973.m81
Real-estate mortgages  395, 504.0°
Bonds with State treasurer  205, 562. O
Bonds - 

' 
,-  593 385.10

89, 903. 6Advances to trusts  0„
First mortgage bond trust fund  3,699, 193.00
Furniture, fixtures, etc  19' 

949. 111-
_.--

Total  5, 784, 179. IS

LIABILMES

Capital stock  500, 000. 00„
Surplus  250,000.1f

„
,

Undivided profits  75, 562. D°
Reserve for interest, taxes, etc  95, ass. si
First-mortgage bonds outstanding  3, 686, 500.00„„
Trust deposits  1, 176, 529. 'Au ....•

Total  5, 784, 179. 03
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mums

_Sabert 0. Lord, chairman of the board.
rrank E. Quisenberry, president.
George R. Andrews, chairman of ex-
ecutive committee.

rrank J. Maurice, vice president.
Herbert H. Gardner, executive vice
_President and trust officer.
uharies I. Norman, vice president and
bond officer.

1089

Alfred Zahrn, secretary.
Herbert G. Wood, treasurer.
Leonard F. Betts, assistant trust

officer.
William A. Mayberry, assistant sec-

retary.
Lloyd J. Thompson, assistant secre-
tary and assistant treasurer.

Leo C. Janisse, assistant treasurer.

Statement of condition of Michigan Industrial Bank, Detroit, Mich., at the
close of business December Si, 1929

4ans and discounts 
Cash on hand and in banks
ll'arniture and fixtures 
Other assets 

RESOURCES

$3,202,454.18
31,701.61
13,306.66

77.30

Total 

LIABILITIES

Pital stock 
,..°11rDlus 

3,247,539.75

500, 000. 00.
125,000 00

vndivided profits 59, 843.42
Interest received unearned 80,260.47
Ileserve for interest, taxes, etc 
l'ie.. Payments on loans 

21, 296. 70
1,110, 200. Oa

13avings deposits 575,730.12
Bills payable 775,000.00.
Other liabilities 209.01

Total 3, 247,539.75

OFFICERS

41Ian A. Templeton, president.
orge B. Yerkes, vice president

tlaroid L Wadsworth, vice president.
9• S. Fitzpatrick, executive vice president.

Betteley, vice president.
uarl M. fleck, vice president and treasurer.
S• P. King, secretary.

Rtatement of Condition of Trenton State Bank, Trenton, Mich., at the close
of business December 81, 1929

RESOURCES

!ram and discounts 
41,,eal estate mortgages 

$380,311. 17
328, 408.61

150ads 237,872. 38
United States bonds carried as reserve 
asit and due from banks 
remium account 

66,
64,

150.00
986.88
609.27

anking house and equipment 44,697. 68
U,ther real estate 3,365. 00,
‘j,natoniers' bonds in safekeeping 1,250. 00
Accrued Interest paid 198. 19.

Total I, /27,789. 18,

100136-30—voL 2, pr 9-6
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LIABILITIES

Capital stock  $50, 000 00
Surplus and undivided profits  42, 196.Si,
Bills payable  25, ow.
Customers' bonds in safekeeping  1, 250.00
Deposits  1,009, 342. 31

Total  1, 127, 789. 12

OFFICERS

Austin Church, chairman of the board.
Nicholas A. Mans, president.
F. A. Lautenschlager, vice president
and cashier.

Margaret Stone, assistant cashier.
Karl Fust, assistant cashier.

fitate»zent of condition, of Bank of Commerce, Dearborn, Mich., at the close of
business December 31, 1929

RESOURCES

Loans and discounts  $507, 958.
Bonds and mortgages  923, 506.3'
Cash and due from banks  251, 094.40
Banking house and equipment  123, 000.00
interest accrued receivable  18, 511.12

Total  1, 824, 130. 64

LIABILITIES

Capital stock  200, 000. 00
Surplus  50, 960.00
Undivided profits  40, 081. 10
Dividends unpaid  330. 00
Deposits  1, 533, 719. 54

Total   1, 824, 130.64

OFFICERS

Oren 0. Otis, vice president and Henry H. Sanger, president.
cashier. S. R. Kingston, vice president.

William 0. Gierk, assistant cashier.

Statement of condition of Bank of Dearborn, Dearborn, Mich., at the dose of
business, December 31, 1929

RESOURCES

Loans and discounts  $675, 020. 13
Real estate loans  245, 546. 22
Other bonds  673, 963. 50
Federal reserve bank stock  7, 500.00
Cash and due from banks  176, 667. 47
Banking house and equipment  163, 804. 72
Other resources  10, 759. 69

Total  1, 953. 261. 73

LIABILITIES

Capital stock  200, 000. 00
Surplus  50, 000. 00
Undivided profits  9, 931. 70
iteserve for interest, taxes, etc  17, 663. 89
Deposits  1, 675, 666. 14

Total 1, 953, 261. 73
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OFFICERS

Clarence H. Booth, president.
P,rank E. Quisenberry, vice president.
rank J. Maurice, vice president.

,3tatcincnt of condition of Union State Bank, Dearborn, Mph
business December 31„1929

Emanuel C. Lindman, cashier.
Walter H. Bell, jr., assistant cashier.

of the clo,o• of

RESOURCES

Loans and discounts 
lionds and mortgages 
tianking house and branches 

$2,087,
799,
197,

061.
944. 01
692.28

Parniture and fixtures 20,446. 56
cash and due from banks and bankers 838, 811.33

Total 

LIABILITIES

3,944,555. 86

stock 200,000. 00
,,r16 us 
undivided profits 
lvjapilds unpaid 
eln:/sits 3,

203,
25,
6,

508,

150.00
999. 69
486. 40
919. 77

Total  3,944,555. 86

OFFICERS

8ePh Henn, chairman.
•:'•J. Rachow, president and cashier.
Q rank W. Blair, vice president.

1,10Ward 0. Wells, vice president.j.ereY J. Wines, assistant cashier.
°sePh A. George, assistant cashier.

F. C. Krusell, assistant cashier.
Hal H. Smith, attorney.
Victor Tinerean, manager foreign de-
partment.

C. H. Gates, manager new business
department.

8taternent of condition of Jefferson Savings Bank, Grosse Pointe Park, Mich.,
at the close of business December 1929

RESOURCES

_Loans and discounts 
al estate loans 

$173,
335,

816.
994.

46
85

4onds 365,401.77
9,,11811 and due from banks 207,719.51
13anking houses and equipment 56,079.00

Total   1, 139,011.59

LIABILITIES

C., 4*BI stock 
alirplus 
undivided profits 

100,
30,
7,

000.
000.
533.

00
00
94

TsItelgerve for interest, taxes, etc 1,000.00
"ellosits 1, 000,477.65

Total  I, 139,011.59

OFFICERS

W. Berns, president. S. Willard Hosking, assistant cashier.
• Lloyd Webster, vice president and Henry C. De Yonker, assistant cashier.
cashier.
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Statement of condition of Bank of Hamtramck, Hamtramck, Mich., at the clot

of business December 31, 1929

RESOURCES

Loans and discounts    $361, 850.2_4
Bonds and mortgages  402, 521. 2..4,f,
United States bonds  42, 500.05
Cash on hand and in banks  103, 672. 0
Banking house and equipment  152, 843. 0,
Bonds left for safe keeping  9,450.W

Total  1, 072, 893. 21

LIABILITIES

Capital stock  200, 000.,.,0°
Surplus  43.000. r,
Undivided profits  5, 775.
Dividends unpaid  6, 000. vv,,,,
Bonds left for safe keeping  9, 450. IN
Deposits  808, 672. 70

Total    1, 072, 898.21

OFFICERS

John F. Koenig, president. W. E. Dingman, cashier.
Edwin R. Monnig, vice president. J. J. Putera, assistant cashier.

Statement of condition of City National Bank d Trust Co., Battle Creek, Mick.
at the close of business December 31, 1929

RESOURCES

Loans and discounts 
Bonds 
United States bonds to secure circulation 
Banking house and equipment 

 $4,
1,

1,

713,
2.19,
600,
198,

44Z;. 35
809. ;39
000. 05a
650. 4:,

Cash on hand and in banks 683,5 83 05
Stock in Federal reserve bank 39,000. 5(‘.;
Redemption fund 30,000. 05

Total 8,484,486. 75

LIABILITIES

Capital 600,000. 0°
Surplus 700,000. 026
Undivided profits 57,542. xi
National bank circulation 600,000.00
Bills payable and rediscounts 385,472. :re
Deposits 6,141,472.28_.....—

Total 8,484,486. 75

OFFICERS

Charles C. Green, president.
Edwin R. Morton, vice president and

cashier.
Frederick A. Allwardt, vice president.
Nelson E. Hubbard, vice president.

Glenn Van Denbergh, assistant cashier.
Joseph P. Burgle, assistant cashier.
Earle J. Lee, manager West En°
Branch.

1
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.8tatement of condition of Union Industrial Bank, Flint, Mich., at the close

of business December 31, 1929

RESOURCES

loans and discounts    $10, 136, 565. 64
8, 119, 313, 90

Nited States bonds and certificates of indebtedness  1, 323, 013. 38
5, 409, 441. 97

,,ederal Reserve Bank Stock  90, 000. 00
from Federal Reserve Bank  706, 983. 41

.1;4th and due from other banks  1, 464, 319. 46
'winking quarters and equipment 
Other 

1, 125, 876. 70
resources 278, 282. 02

eal estate mortgages 

pher bonds 

Total_

,,.aPital 
1.1rPlus   

2. 000. 000. 00
1, 000, 000.00

Undivided profits  152. 256. 98
Nerve for taxes and contingenciess 

267, 641. 73
r, -- Payable  3, 350, 000. 00
"ePosits  21, 883, 888. 77

LIABILITIES

28, 653, 796. 48

Total 

OFFICERS

Vt; 8. Mott, president.
R. Wilkin, executive vice presi-

dent and cashier.
bn E. Storer, vice president.

,f,l• H. Moysey, vice president.
.1,'• P. Barth. vice president.
4;nnert T. Longway, vice president.
4. M. Davison, vice president.

28, 653, 796. 48

W. E. Fellows, vice president.
Herbert J. Strasler, auditor.
Earl F. Johnson, assistant cashier.
D. W. Chambers, assistant cashier.
Edward Holmes, assistant cashier.
E. C. Reid, assistant cashier.
Charles J. French, assistant cashier.

8 tement of condition of Union Industrial Trust Co., Flint, Mich., at the close
of business December 31, 1929

RESOURCES

°Etn8 and discounts 
41,..eal estate mortgages 
 $112,

216,
708. 42
675. 80

gilinicipal and other bonds 
11811 on hand and in banks 

172,
228,

850.00
782.98

?anking house and equipment 
deance to trusts 

20,027.29
667.84

corned interest receivable 111. 41
4nvestment account for sinking fund and interest reserve 54,411. 99

Total  806,235. 73

LIABILITIES

capital stock  300,000. 00

divided profits 
eserve for interest 
inking fund—first mortgage certificates 

teirst mortgage certificates payable 
bePosits 

24,
6,
1,

57,
 83,

330,

000. 00
662. 87
538. 19
912. 42
700. 00
516. 41

Other liabilities 1,905. 84

Total 806,235. 73
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OFFICERS

Charles S. Mott, chairman of the
board.

John N. Stalker, president.
S. S. Stewart, vice president.
A. M. Davison, vice president.
W. E. Fellows, vice president.

Lloyd G. Kirby, executive vice pr'
dent, secretary,. treasurer, and trust
officer.

Allen T. Smithy assistant vice pro'
dent and assistant trust officer.

Statement of condition of Grand Rapids National Sank, Grand Rapids, Mick.. at
the close of business December 31, 1929

RESOURCES

Loans and discounts, bonds and mortgages $15, 918, 028. 52
Banking house and equipment, main office  $1, 906, 450. 60
Less deferred payment on bank-building site  200, 000. 00

ffi 

1 'Banking house and equipment branch offices 
Five per cent redemption fund  45, 000. 0°_,..
Cash and due from banks 

ce 
2754°6 , 8461 361

  5, 457, 210. Oe,
Other assets  187, 780. ̀44
Customers' liability, letters of credit and travelers' checks  108, 755. UU

Total 23, 678, 091. 78

LIABILITIES

Capital  1, 000, 000.00
Surplus and undivided profits  855, 558.20
Circulation  869, 220. 09
Rediscounts  473, 000. 09
Bills payable  None'
Unearned discount 
Travelers' checks and letters of credit  

10810: 0 17402r5_.. 0,s9

Deposits  20, 361, 138.3

Total  23, 678, 091. TS

OFFICERS

Dudley E. Waters, chairman of the
board.

Joseph H. Brewer, president.
Charles H. Bender, vice president.
Alvah D. Crinimins, vice president and
cashier.
J. D. Farr, assistant vice president.
Benjamin de Graaf, assistant vice

president.

B. Vander Meulen, assistant cashier.
John Larson, assistant cashier.
Mahlon A. Smith, assistant cashier.
A. T. Edison, assistant cashier.
Harry Lundberg, assistant cashier.
A. K. Gibson, assistant cashier.
F. I. Card, auditor.
John R. Schermer, manager bond de'
partment.

Statement of condition of Grand Rapids Trust Co., Grand Rapids, Mich., at the
close of business December 31, 1929

RESOURCES

Mortgage loans in office  $156, 525. 59
Mortgage loans with State treasurer  214, 425.00
Other loans  131, 571. 64
Bonds in office  990, 287. 09
Cash due from banks and in transit  383, 876.72
Advances to trusts  339,683. 39
Banking house, vaults, furniture, and fixtures  1,052, 685. 99

18, 734. 67Other assets 

Total 3, 288, 089. Err

3

1
1
1
1

1
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LIABILITIES
e„apitai stock  $750, 000. 00
...4611rPlus  800, 000. 00undivided profits and reserves  74, 106. 30
Dividends unpaid  29, 388. 00
Rills 

payable  
295, 000. 00

interim certificates  24, 600.39
Posits  1, 314, 995. 18

Total 

OFFICERS

clePh H. Brewer, president.
M. Hutchins, vice president.

Alex W. Hompe, vice president.Paul Frederick Steketee, vice presi-
dent.

hales R. Hooper, vice president and
trust officer.

Frank G. Deane, vice president.
..111fer F. Birdsall, vice president.
reter D. Kline, vice president.
Henry C. Worfel, treasurer.

3, 288, 089. 87

Arthur E. Wells, secretary.
Joseph B. Ware, assistant secretary.
Frank V. Burrows, assistant trust

officer.
Frank W. Schmidt, assistant treasurer.
C. Leo Van Frank, auditor.
Fred A. Worden, manager real estate
department.

Lee W. Finch, manager bond depart-
ment.

8tatenunt of condition of Peoples National Bank, Jackson,
of business December 31, 1929

RESOURCES

Mich., at the close

T.,147talls and discounts  $4, 368, 239. 49
n_united States bonds and other securities  1,646, 899. 11
LIktar, I estate and fixtures  171, 393. 93
`ash and due from banks  2,331, 626.24

Total 

LIABILITIES
9,11Pital stock 
134rP1us and undivided profits 
Circulating notes 
beDosits 

8,518,158.77

200, 000. 01)
367, 231. 71
200, 000. 00

7, 750, 927. 06

Total 

OFFICERS

ilradleF M. De Lamater, chairman of
_the board.klerbert S. Reynolds, president.
iltram C. Blackman, vice president.

8,518,158.77

Jay F. Clark. cashier.
Clyde H. Edgar, assistant cashier.
Arthur J. Whitney, assistant cashier.
S. Clark Beise, trust officer.

Rtatement of condition of National Union Bank d Trust Co. (and East Side
Afilliated Bank), Jackson, Mich., at t le close of business December 31, 1929

RESOURCES
r"Oa n8 and discounts  $6, 672, 472. 82

li),ther bonds 951, 864. 82
united States bonds and certificates  405, 872.00

..ederal reserve bank stock  27, 150.00
ash resources:
Due from Federal reserve bank  $600, 408. 89
Cash in vault and due from banks  1, 464, 379. 91

  2, 064, 788. 80r41141E11w house and equipment  653, 781. 54

Total  10, 775, 929. 98
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LIABILITIES

Capital stock 
Surplus 
Undivided Profits 
Reserve for interest, taxes, etc 
Circulation 
Deposits 

Total 

OFFICERS

Main office:
Arthur C. Bloomfield, president.
Clarence B. Hayes, vice president.
Rollin 0. Bisbee, vice president.
G. E. Paul, vice president.
Charles M. Spinning, vice president.
Frank H. Newkirk, vice president.
Henry A. Reece, cashier.
Clarence F. Logan, assistant cashier.
Albert R. Johnson, assistant cashier.
Edmund J. Tobin, jr., assistant cashier.

$600, 000. 00, C
307, 250. Liu
222, 123.7j 1
18,2O7. iv 1
382, 960. 0 °

4 (
9, 245, 388.7- I

1
10, 775, 929. 98

John W. Knight, assistant cashier.
Daniel C. Haefner, assistant cashier.
Trust and bond department:

George E. Paul, vice president and

trust officer.
Albert C. Brown, assistant trust of"

ficer.
East side branch:

Rudolph L. Kantlehner, advisory 0f"
ficer.

Carl W. Spiegel, manager.

Statement of condiition of First National Bank d Trust .Co., Kalamazoo, Mello
at the close of business. December 81, 1929

RESOURCES
Loans and discounts $6,233,535. 22,,
Bonds and securities  1,038,537. 7_0
United States bonds and certificates of indebtedness 845,500. 0°,,
Stock, Federal reserve bank 24,000 .04!,
Cash and due from banks 1,267,820. L4
Banking house and equipment 368,859.
Real estate 2,200. 0u
With United States Treasurer 2, 500.00

Total  9,782,953. 20

LIABILITIES

Capital 600,000. 0°„
Surplus and profits 570,304. *°_,,
Reserved for interest 46,310. 30_
Reserved for bond account__.. 47,972.32
Circulation 48,860.00
Bills payable and rediscounts 244,700. bY,
Deposits 8,224,805. 3v

Total 9,782,953. 20

C. S. Campbell, president.
C. H. Stearns, vice president.
E. H. Shepherd, vice president.
H. B. Allen, vice president.

OFFICERS

S. A. Pratt, assistant vice president.
R. G. Rye, cashier.
J. H. Tollinizen, assistant cashier.
C. C. Boers, assistant cashier.

Statement of condition of Capital National Bank, Lansing, Mich., at the close
of business December 81, 1929

RESOURCES

Loans and discounts $7,034,250.91
Bonds, securities, etc 4,374,046.49
Cash and due from banks 2,281,971.50
Redemption fund with United States Treasurer 30,000.00
Interest earned but not collected 7,672.47
Building and equipment 540,227.35

Total 14,268,168.72
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LIABILITIES

Cabital  
hurplus  

$600, 000. 00
600, 000. 00.

tilndivided profits  505, 232. 12
/learned interest 

C 
54, 253. 34

irculation 600, 000. 00
...,11ed1scounts and bills payable 
l'ePosits  

931, 503. 75
10, 977, 179. 51

Total 

OFFICERS

4anso1 E. Olds, president.
Arthur C. Stebbins, vice president.
Pank E. Gorman, vice president and
cashier.

1/ruce Anderson, vice president.

14,268,168.72

Albert A. Elsesser, vice president.
Marshall Westfall, assistant cashier.
Miles D. Grant, assistant cashier.
J. Harold Sessions, assistant cashier.
Ralph H. Parker, assistant cashier.

etaternent of condition of City Natio! al Bank & Trust Co., Niles, Mich., at
the close of business December 31, 1929

RESOURCES

L°.„ ans and discounts 
-oonds and securities 
United States bonds 
Mortgages 
Cash and due from banks 
Stock in Federal reserve bank 
4'„ile from United States Treasury 
•°lank building and fixtures 

Total 

LIABILITIES

,Capital stock 
'3,111-Plus 
undivided profits and reserves 

bills 
eirculation 

Payable 
‘-'ePosits 

$937, 453. 21
578, 778. 00
35, 000. 00

269, 268. 00
234, 245. 73

7, 500. 00
1,250. 00
72, 000. 00

2, 135, 404. 94

150, 000. 00
100, 000. 00
61, 497. 35
25, 000. 00
100, 000. 00

1, 698, 997. 59

Total  2, 135, 494. 94
Assets of trust department  384, 662. 37

Combined resources 

OFFICERS

2, 520, 157. 31

crank M. Brandon, president. Fred E. Powell, auditor.
atthew Stoll, vice president. Alfred E. Zordel, assistant cashier

Charles E. White, vice president. and assistant trust officer.
Thomas C. Hance, cashier and trust

officer.

elatement of condition of Federal Commercial and Savings Bank, Port Huron,
Mich., at the Nose of business December 31, 1929

RESOURCES

14,...onns and discounts 
united States bonds and certificates 

$5,679,
679,

99.
550.

68
00

CO, er bonds 741,013.59
Irederal reserve bank stock 18,300.00
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Cash resources—
Due from Federal reserve bank  $178, 571. 21
Cash in vault and due from banks  585, 396. 85

Banking quarters and equipment 
Customers' bonds left for safekeeping 

Total

LIABILITIES

-Capital stock 
Surplus 
Undivided profits 
Reserve for interest, taxes, etc  
Bills payable 
Customers' bonds left for safekeeping 
Deposits 

Total

OFFICERS

Albert D. Bennett, chairman of the
board.

Stephen A. Graham, president.
Louis A. Well, vice president.
Samuel L. Boyce, vice president.
William D. Smith, vice president.

$763,968.06
475, 966. 

_

157, 984.

8, 516, 701.92

400, 000. °°
210, 000 00
175, 985. 4„v
42, 589.

125, 000. mO°
157, 984. Au_

7, 405, 142. 44

8, 516, 701,92

Russell T. Jackson, cashier.
Frank C. Welhhan, assistant cashier.
Harry W. Maitland, assistant cashie. r.

Edward N. Branagan, assistant cashier.

Loy R. Morton, assistant cashier.
Howard M. Thomas, assistant cashier.

Statement of condition of First National Bank & Trust Co., Port Huron, 3lich"
at the close of business December 31, 1929

RESOURCES

Loans and discounts  $2,485, 801.24
Bonds  450, 700. 0°
United States, municipal, and other bonds 2, 572, 393. 0,

i
1

edFeral reserve bank stock 
Cash and due from banks  

14, 250. v,

Banking house and equipment  
701, 659. to
192, 150.00

Total 6,417, 95340

LIABILITIES

Capital stock  300, 000. 0°_,
Surplus and undivided profits  313, 183. 0'2,
Bills payable  360, 000. uv,,
Circulation  149, 995.
Deposits  5, 294, 774.88

Total
Trust department resources  2, 523, 529. 2/ _.......

Combined resources  8,941, 482. ll

Daniel D. Brown, president.
Frank E. Beard, vice president.
David MacTaggart, vice president.
Andrew C. Lassen, cashier.

OFFICERS

6,417, 953. 4°

Alex D. Adams, assistant cashier.
Gerald F. Collins, assistant cashier.
Ira Bricker, Trust Officer.
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.8econ4 National Bank d Trust Co., Saginaw, Mich.., statement of condition. of
at the close of business December 31, 1929

-Loans and discounts_ 
United States securities 
'Other bonds
„Cash and due from banks__._
10nds deposited with State treasurer for account trust depart-
Mont  200, 000. 00

Stock in Federal reserve bank  75, 000. 00
Banking houses and office building  1. 435, 000. 00
Other real estate  35, 943. 83
Une from United States Treasurer  17, 500. 00

RESOURCES
$9, 098, 123. 85
2, 405, 761. 31

  2, 738, 483. 02
1,585, 418.38

Total 

LIABILITIES
Capital stock 
4allrIdus fund
undivided profits and reserves 

-National bank notes outstanding 
81113 payable
OePosits 

17,591,228.39

1, 250, 000. 00
  1, 250, 000. 00

762, 928. 30

Total 

OFFICERS

"bOrageTd. B. 
Morley, chairman of the

A. n.--erry Shorts, president.
7„. H. Wallace, vice president.
nett H. Morley, vice president.
'lay T. Maynard, vice president and

cashier.

GUARDIAN

3, 262, 928. 30
350, 000.00
750, 000. 00

13,228, 300.00

17,591,228.39

Emil A. Tessin, vice president and
trust officer.

Alfred H. Perrin, vice president.
Mervyn E. Curran, assistant cashier.
Thomas M. Morley, assistant cashier.
John J. Spencer, assistant cashier.
John A. Stewart, assistant cashier.

DETROIT CO.

OFFICERS

'CaTIt011 M. Higbie, chairman of the
, board.
4chn C. Grier, Jr., president.

;Meet Kn, 
vice president.

nzier, vice president.
°heft Lord 

irlobert C. Lehman, vice president.
'10Ward M. Smith, vice president.

palrew D. Hotchkiss, vice president .
pel„haln C. Wilmerding, vice president.
P. Kimbrough, vice president.

gr„eival J. Steindier, vice president.
p"uirk K. Watson, vice president.
l'ederick W. Pritchard, comptroller.

Ilerald E. Miller, secretary.• T. Marshall, Jr., assistant vice pres-
ident.

GIT VEDIAN DETROIT

Leslie A. Morgan, assistant vice pres-
ident.

Wesley L. Murray, assistant vice pres-
ident.

Kenneth K. Martin, assistant vice
president.

Archibald B. Morrison, assistant vice
president.

Joseph D. Frost, assistant vice pres-
ident.

Edgar R. Thom, assistant vice pres-
ident.

Harold J. Lauver, assistant secretary.
Prosser M. Watts, assistant secretary.
L. J. Ronder, assistant treasurer.
S. McKim Rusk, assistant treasurer.

Co., OF CALIFORNIA

OFFICERS

1°4 C. Grier, jr., president.
bert 0 Lord, vice president.•t;p ' n1, est Kanzler, vice president.
Price Kimbrough, vice president.

41;irvey Roney, vice president.

Milton F. Steindler, vice president.
W. F. Wickman, assistant vice president
Robert C. Lehman, secretary.
Frederick W. Pritchard, treasurer.
Gerald E. Miller, assistant secretary.
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KEANE, HMBIE & CO.

OFFICERS

Carlton M. Higbie, chairman of the
board.

Duncan J. McNabb, president and
treasurer.

N. Bradley Higbie, jr., vice president.

Henry S. Morgan, vice president.
Muir B. Snow, vice president.
Millard H. Pryor, vice president.
Frederick W. Pritchard, comptroller.
Robert C. Lehman, secretary.

CORPORATE CONNECTIONS OF THE DIRECTORS IN THE GUARDIAN DETROIT UNION WWI/

Charles H. Adams, Detroit; vice president Union Trust Co., vice president
and director Union Joint Stock Land Bank, director Bank of Haintrura6*

Merrill C. Adams, Detroit; vice president and secretary Union Trust Co.;
secretary-treasurer New Union Building Co., secretary and director Unidn
Joint Stock Bank, secretary Union Title & Guaranty Co., director Wm '`•
Ternes Co.
George A. Alderton, Saginaw; director Second National Bank & Trust Cd'

president G. A. Alderton & Co., president Melze, Alderton Shoe Co.
H. B. Allen, Kalamazoo; vice president and director First National Banit

& Trust Co.
F. A. Allwardt, Battle Creek; vice president and director City National

Bank & Trust Co.
D. M. Amberg, Grand Rapids; director Grand Rapids National Bank, rice

president and director Imperial Furniture Co., vice president and direct(/'
Grand Rapids Chair Co.
Dr. Edward Ames, Kalamazoo; director First National Bank & Trust C .

physician.
Bruce Anderson, Lansing; vice president and director Capital National Mull"'

director Industrial Bank, director Loan & Deposit State Bank, Grand Ledg,e,,'
director Hill-Diesel Engine Co., president and director Lansing Oldsmobhr
Co., vice president and director R. E. Olds Co., treasurer and director Lansing
Community Hotel Corporation, treasurer and director Hotel Olds Operating CD'
John A. Anderson, Port Huron; director Federal Commercial & Saving

Bank, president and treasurer Harrington Hotel.
Wendell W. Anderson, Detroit; director Guardian Detroit Bank, directdr

Highland Park State Bank, director Highland Park Trust Co., secretarr
treasurer Anderson & Gardner (Inc.), treasurer and director Bundy Tubing
Co.. treasurer and director Saunders Michigan Stores (Inc.), director Clarence
Saunders Stores (Inc.), director Detroit & Canada Tunnel Co., director Cadilla

c

Aircraft Corporation.
Frank W. Andreae, Port Huron; director First National Bank & Trust

Co., president Yale Woolen Mills, director Excello Aircraft & Tool Corporation,
director Duro Wood Products (Inc.).
George R. Andrews, Detroit; chairman executive committee and director.

Highland Park State Bank, chairman executive committee and director Highland
Park Trust Co., director Bank of Detroit, director Bank of Dearborn.
Roger M. Andrews, Detroit; director Bank of Detroit, president Tiiiie;

Publishing Co.. publisher the Detroit Times, publisher and owner the Menouy
inee Herald-Leader, Menominee.
Thomas Jackson Anketell. Detroit: director Union Joint Stock Land Banit'

president Gratiot Lumber & Coal Co., president Anketell Lumber & Coal Cid;
F. N. Arbaugh, Lansing; director Capital National Bank, director Industrial

Bank, president and manager the F. N. Arbaugh Co., pres!dent Capital Electric

Supply Co., vice president Barker Fowler Electric Co., vice president Standard
Real Estate Co., treasurer Dail Steel Products Co., director Arctic pairs
Products Co., director Lansing Oldsmobile Co.

Frederic G. Austin, Detroit; director Union Trust Co., vice president, general
manager and director Whitney Realty Co. (Ltd.), director General Brass 02'
Paul F. Bagley. Detroit; director Union Trust Co., president and director

Woodmere Cemetery Association, director Bagley Land Co. (Ltd.).
George L. Bahl, Detroit; director Highland Park State Bank, director Higir

land Park Trust Co., general agent Penn Mutual Life Insurance Co., vice prest-
dent Hutto Engineering Co., director Central West Casualty Co.

Hollis S. Baker, Grand Rapids; director Grand Rapids National Bank, pre'
ident and general manager Baker Furniture Co.

1
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ML. H. D. Baker, Detroit; vice president National Bank of Commerce, director
4delligan Industrial Bank, director Jefferson Savings Bank, Gross PointePa_re, director Husted Safety Wheel Co.
rittalph W. Ballantine, Lansing; director Capital National Bank, director
• rst National Bank of Dearborn, president and director Michigan Mortgage-
tliveattuent Corporation, secretary, treasurer and director Community Land
C'e, director Lansing Community Hotel Corporation.

J 
. M. Barringer, Flint; director Union Industrial Bank, president General

"ildrY & Machine Co.
_Charles F. Barth, Flint; vice president and director Union Industrial Bank,
'rector Union Industrial Trust Co., vice president and general production
inanager Chevrolet Motor Co.
Prank E. Beard, Port Huron; vice president and director First National

'11:ank & Trust Co., president Beard, Campbell Co., chairman St. Clair County
'end Commissioners.

Charles H. Bender, Grand Rapids; vice pres:dent, chairman executive com-

r/ittee and director Grand Rapids National Bank, director Union Joint Stock‘,nd Bank, Detroit, secretary, treasurer and director Hackley Phelps Bonnell
d., director Central West Casualty Co., director Ruggles & Rademaker Co.

, Albert D. Bennett, Port Huron; chairman and director Federal Commercial
Savings Bank.
Prank T. Bennett, Jackson; director National Union Bank & Trust Co.,

President Bennett-McQuillan (Inc.), trustee F. D. Bennett estate.
Jul. W. Berns, Detroit; president and director Jefferson Savings Bank,

;ease Pointe Park; vice president Lochmoor State Bank, vice president

t,ion. 
indisch-Commercial Bindery (Inc.), vice president• Stanley Furnace Corpora-

Frank K. Berry, Battle Creek; director City National Bank & Trust Co.,
President A-B Stove Co., president Marshall Furnace Co.
Charles A. Bigelow, Saginaw; director Second National Bank & Trust Co.,

r• ector Peoples Commercial & Savings Bank, Bay City; president Kneeland-
nigelow Co.
Charles Binder, Battle Creek; director City National Bank & Trust Co., R.
lilder Co., director Margalexom Oil Co.
. Rollin 0. Bisbee, Jackson; vice president and director National Union Bank
tx, Trust Co., director Peoples State Savings Bank of Bast Jordan, president
j5ankers Investment Co., president Fidelity Corporation of Michigan.
, Arthur G. Bishop, Flint; director Union Trust Co., Detroit; director Union
L'aint Stock Land Bank, Detroit; president and director Genesee County Savings
,▪ k, Flint; director First Trust & Savings Bank, Flushing; vice president and
director General Motors Corporation, New York; director Durant Hotel Co.
, M. R. Bissell, jr., Grand Rapids; director Grand Rapids Trust Co., vice
°resident and director B'ssell Carpet Sweeper Co.
, Judge Edward D. Black, Flint; director Union Industrial Bank, director Union
'Industrial Trust Co., president Industrial Realty Co.
„ Hiram C. Blackman, Jackson; vice president and director Peoples National
'lank, vice president Peoples National Co., director Jackson Citizens Finance Co.

Prank w, Blair, Detroit; chairman and director Guardian Detroit Union
Iiijrnul) (Inc.), chairman and director Union Trust Co., president and director

Joint Stock Land Bank, president Ohio-Pennsylvania Joint Stock Land
16an nk, president and director New Union Building Co., director Guardian Detroit
- vice president and director Standard Savings & Loan Association, director
'National Bank of Commerce, director Union Title and Guaranty Co., director
1Cealle. Higbie & Co., director Union State Bank of Dearborn, director Michigan

gell Telephone Co., director Central West Casualty Co., director Russel Steel
onstruction Co., director Detroit Bevel Gear Co., director Clawson State Savings

director Wabash Portland Cement Co., director Michigan Steel Corpo-
ration. director National Grocer Co., director American Life Insurance Co.,
director Clayton and Lambert Mfg. Co., director National Steel Corporation,
director Republic Gear Co.
Arthur L. Blakeslee, Kalamazoo; director First National Bank & Trust Co.,

President Kalamazoo Stove Co., director Industrial Finance Co.
Arthur C. Bloomfield, Jackson; director Guardian Detroit Union Group (Inc.),

President and director National Union Bank & Trust Co., vice president National
Union Co., vice president Longyear Mesaba Land & Iron Co.
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Anthony Bodde, Detroit; director Michigan Industrial Bank, director Cow
solidated Brass Co., president and director Beaver Realty Co., secretary 814
director Detroit Metal Spinning Co., treasurer and director Detroit Steel Ow'
poration, director Norton Hotel Co.
Henry E. Bodman, Detroit; chairman executive committee and director

Guardian Detroit Union Group (Inc.), chairman and director Guardian Trust

Co., director Guardian Detroit Bank, director Guardian Detroit Co., vice presi-

dent and counsel Packard Motor Car Co., director Detroit City Gas Co., director A
Pennsylvania, Ohio & Detroit Railroad, director National Investors Corporation.

Carl W. Bonbright, Flint; director Union Industrial Bank, director Unioil
Industrial Trust Co., vice president and director General. Foundry & Machine

Co., member advisory board American Industries Corporation.
Hia ard Bonbright, Detroit; (Erector Guardian I)etroit Bank, director Guat1,1"

Ian Trust Co., president General Securities Corporation, special partner Nicol-
Ford & Co.

Clarence H. Booth, Detroit; director Guardian Detroit Union Group (Inc.). 1
director Guardian Detroit Bank, director Highland Park State Bank, director 1
Highland Park Trust Co., president and director Bank of Dearborn, chairman 1

Motor Bankers Corporation, president and director Gladwin Park Realty C".•
vice president and director Detroit Ecorse Land Co., director Booth Newspaper 1

(Inc.)
Ralph H. Booth, Detroit; director Guardian Detroit Union Group (Ilic.).

director Guardian Detroit Bank, director Guardian Trust Co., director Unt"11
Joint Stock Land Bank, president Booth Newspapers. (Inc.), president R811111
H. Booth Corporation, president Detroit Ecorse Land Co., vice president Gladwin

Park Realty Co., director Selected Securities Corporation.
Samuel L. Boyce, Port Huron; vice president and director Federal Commer-

cial & Savings Bank.
George H. Boyd, Saginaw; director Second National Bank & Trust Co-

chairman Saginaw Lumber Co., president Wyandotte Lumber Co., Wyandotte,
president Boyd & Horine Lumber Co., Detroit, director Allington & Cutt
Manufacturing Co.
Judson Bradway, Detroit; director Guardian Trust Co., president Judson

Bradway Co., pr,sident Detroit & Canada Tunnel Co., presid..nt Bloomflottl
Village Corporation, president Maple-Cmanbrook Corporation. president Eclire
Interchangeable Counterbore Co.
Frank M. Brandon, Niles; president and director City National Bank

Trust Co.
Joseph H. Brewer, Grand Rapids; director Guardian Detroit Union Group.

(Inc.), president and director Grand Rapids National Bank, president 011d
director Grand Rapids Trust Co., president and director Pantlind Hotel CO. 

presidentand director Grand Rapids Hotel Co., director Grand Rapids RailwAY
Co., director Grand Rapids Creamery Co., director Detroit Creamery Co.

Will A. Brewer, Saginaw; director Second National Bank & Trust Co-.
president Brewer Nienstedt Lumber Co., vice president and director Bancroft
Hotel Co., treasurer and director Grant Grocer Co.
Walter 0. Briggs, Detroit; director Guardian Detroit Union Group (Inc.)'.

director Guardian Detroit Bank, director Guardian Trust Co., chairman anti
president Briggs Manufacturing Co., president Briggs Commercial & DeveloP"
ment Co., president Briggs Bond & Investment Co.
Ralph Briscoe, Trenton; director Trenton State Bank.
Daniel D. Brown, Port Huron; director Guardian Detroit Union Group (Inc.).

president and director First National Bank & Trust Co., director Port Hurom
Loan & Building Association.
George D. Brown, Detroit; director Highland Park State Bank, director

Highland Park Trust Co.
David H. Brown, Grand Rapids; director Grand Rapids National Bank,.

treasurer Century Furniture Co.
Lewis J. Brown, Battle Creek; director City National Bank & Trust Co-

president and director Nichols & Shepard Cp., general manager Kellogg Co 
directorKellogg Inn Co., Director Calhoun Savings & Loan Association.
Roy E. Brownell, Flint; director and attorney Union Industrial Banir,

director and attorney Union Industrial Trust Co.
John A. Bryant, Detroit; director Union Trust Co., treasurer Bryant &

Detiwiler Co., vice president Feno Stamping & Manufacturing Co., director De'
troit Motor Bus Co., director Wolverine Stone Co.

1

1
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Fred Buck, Saginaw; director Second National Bank & Trust Co.; president,P.Ileral manager, and director the Lufkin Rule Co., second vice president and
tilrector the Michigan Mutual Liability Co., Detroit.
IlarrY C. Bulkley, Detroit; director Guardian Detroit Union Group (Inc.),

lirector Union Trust Co., director National Bank of Commerce, director Union
'joint Stock Land Bank, director Detroit Legal News Co.
iniln K. Burch, Grand Rapids; director Grand Rapids National Bank, presi-

?at, treasurer, and director A. F. Burch Co., president and director Division
4Venue Realty Co.
George L. Burrows, Saginaw; director Second National Bank & Trust Co.

„Charles J. Butler, Detroit; director Highland Park State Bank, director
Icoghland Park Trust Co., president Morgan & Wright.
_IV. F. Butler, Trenton, director Trenton State Bank, Wayne County road

otaissioner, secretary Wayne County Park Board.
,,Charles S. Campbell, Kalamazoo; director Guardian Detroit Union Group
iL.111.,„e.), president and director First National Bank & Trust Co., president

A. B. Securities Co., president Fidelity Building & Loan Association, vice
?resident Gilmore Bros., secretary George W. Taylor Clothing Co., treasurer
Merchants Publishing Co., treasurer Kalamazoo Vegetable Parchment Co.
n nouglas Campbell, Detroit; director Union Joint Stock Land Bank, secretary
akert Simonds & Co., director Universal Products Co., director River Rouge

n'Inprovement Co., director Home Properties Corporation, director Russel Woods
• director Woodlawn Cemetery Association.

Frederick Carlisle, Saginaw; director, Second National Bank & Trust Co.;
President and treasurer F. w. & F. Carlisle Co.
r, nan P. Caulkins, Detroit; director, Bank of Dearborn; assistant cashier,
ullardian Detroit Bank.
,,,110Y D. Chapin, Detroit; director, Guardian Detroit Union Group (Inc.) ;
rector, Guardian Detroit Bank; director, Guardian Trust Co.; chairman

ft,ildson Motor Car Co.; member advisory board, Investment Co. of America;
ulrector, Detroit Garages (Inc.) ; director. Detroit Aircraft Corporation;
director. North American Aviation (Inc.) ; director, Curtiss Airports Corpora-tion; director, National Garages (Inc.).
„ P. Clark, Jackson; cashier and director, Peoples National Bank; vice
President, People National Co.; director, Commander Lighting Co.
.ndgar B. Clarkson, Jackson; director. I'eoples National Bank.
Austin Church, Trenton; chairman and director, Trenton State Bank; presi-
*̀nt Church Land Co.
Charles E. Clark, Detroit; vice president, Union Trust Co.; director, Jefferson
'rings Bank, Grosse Pointe Park; director, Trenton State Bank. Trenton;

gee president and director, Society for Savings; director, Clawson State Say-„RR Bank, Clawson ; vice president and director, Union State Bank, Dearborn:
rector, Crowley Milner & Co.
neon T. Closterhouse, Grand Rapids; director, Grand Rapids Trust Co.;
"lisurer Grand Rapids Mutual Building & Loan Association; director, Globe

+knitting Works.
.33ernard C. Cobb, New York; director, Peoples National Bank, Jackson; chair-
11n Commonwealth & Southern Corporation; president Central Illinois Light
• ; president Commonwealth Power Corporation; president Consumers Power

• ; president Grand Rapids Railroad Co.; president Illinois Power Co.; presi-
p
e
it Northern Ohio Power & Light Co.; president Ohio Edison Co.; president

d nfi-Ohlo Edison Co.; president Southern Indiana Gas & Electric Co.; presi-
ent Southern Michigan Light & Power Co.; president Tennessee Electric
t-ovver Co.
Howard E. Coffin, Detroit; director, Guardian Detroit Bank; director,

1",liardian Detroit Co.; vice president and director, Hudson Motor Car Co.;
• airman and director, National Air Transport (Inc.) ; president Realty In-
restinents (Inc.) ; chairman Sea Island Co.; director, Montauk Beach Develop-
1,11.ent Co.; director, Transcontinental Air Transport; director, National Aviation
rrnoration (Inc.) ; director, North American Aviation (Inc.) ; director, Curtiss

Ports (Inc.) ; director, Curtiss Flying Service (Inc.).
William A. Comstock, Detroit; director, Union Joint Stock Land Bank.
Frank C. Cook, Detroit ; director, Michigan Industrial Bank; assistant

reasurer And director, Detroit' National Fire Insurance Co.; secretary, treas-
eur,er, and director, Oakland Theater Co.; secretary and director, Detroit Rend-
knif Co.; director, Schroeder Paint & Glass Co.; director, Gratiot View Land
.""riloration.
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George W. Cook, Flint; director, Union Industrial Bank; director, Union

Industrial Trust Co.; Cook, Sheppard & Stipes.
George R. Cooke, Detroit; director Guardian Detroit Bank, director Guard'aa

Trust Co., president George R. Cooke Co., president Cooke Asphalt Paving C'"''
vice president Detroit & Canada Tunnel Co., vice president A. J. Dupuis Co. ,
Edgar L. Cooley, Lansing; director Capital National Bank, director Industrial

Bank, secretary, treasurer, and director Michigan Supply Co. 
Lawrence Cornelius, Grand Rapids; director Grand Rapids National Banlr'

vice president and general manager Wolverine Brass Works.
Lnuis A. Cornelius, Grand Rapids; director Grand Rapids Trust Co., president

al',1 (iirector Wolverine Brass Works, president and director Wolverine 03'
(Inc.), New York City.
E. J. Cornwell, Saginaw; director Second National Bank & Trust Co., prest;

dent and treasurer E. J. Cornwell Lumber Co., secretary-treasurer Cornwel'
Lumber Co., director the Schust Co., director Johannesberg Manufacturing C°"
director Molalla Lumber Co.
Lambert B. Cowley, Jackson; director Peoples National Bank, Cowley's Shoe

Store.
Frank Couzens, Detroit; director Bank of Detroit, director Guardian Tra9t

Co., president Frank Couzens, Inc.
Harry S. Covington, Detroit: executive vice president and director National

Bank of Commerce, director Union Industrial Bank, Flint; director National
Tool Salvage Co., director Industrial Morris Plan Bank.
Lyman J. Craig, Detroit; director Bank of Detroit, director Bank of Dear"

born, trustee James Craig Estate.
William W. Crapo, Saginaw; director Second National Bank & Trust

director Consolidated Coal Co.
William R. Craven, Cleveland, Ohio; director Ohio-Pennsylvania Joint Stoolt

Land Bank, chairman Dayton Savings & Trust Co., vice president W. U.

Kiefaber Co.
Alvah D. Crimmins, Grand Rapids; vice president, cashier, and director Grand

Rapids National Bank.
Charles A. Cumings, Flint; director Union Industrial Bank, director Ullt°13

Industrial Trust Co., secretary, treasurer, and director Cumings Bros.
Edward M. Cumings, Flint; director Union Industrial Bank, director Unto

Industrial Trust Co., president and director Cumings Bros., secretary and dire
tor Bendlecrest Corporation.
Thomas F. Daigle, Detroit; director Michigan Industrial Bank, president and

treasurer Daigle Iron Works, president and treasurer Daigle Investment Cor,
poration, president and treasurer Airmount Sign Service, second vice preside'
Inyo Chemical Co., director Union Agency Corporation.
Ernest I. Dail, Lansing; director Capital National Bank, director Industria!

Bank, president and general manager Dail Steel Products Co., director CapiP
Savings & Loan Co.
Murray Dalziel, Jackson; director National Union Bank & Trust Co., president

Collins, Hahn & Dalziel.
Arthur M. Davison, Flint; vice president and director Union Industrial Banat

vice president and director Union Industrial Trust Co., president Mount Morris,
State Bank, first vice president Capitol Theater Building Co., president
Windiate-Pierce-Davison Co., partner A. M. Davison Co., director Cumilaga
Bros., director City Ice & Fuel Co.
Mathew Davison, Flint; director Union Industrial Bank, director Union

Industrial Trust Co., director R. B. Ailing Co., director Cumings Bros., director
Mount Morris State Bank.
Clarence M. Day, Jackson; director National Union Bank & Trust Co., genet.°

manager Jaxon Steel Products Co. Division General Motors Corporation. „
Frank G. Deane, Grand Rapids; vice president and director Grand RaPio'

Trust Co.
Louis A. DeHayes, Detroit; director Jefferson Savings Bank, Grosse Pointe

Park, president and treasurer Sterling Coal Co., treasurer Detroit Coal
change.

Bradley M. DeLamater, Jackson; chairman and director Peoples National
Bank.
Paul H. Deming, Detroit; director Union Trust Co., director and presidenl,

Mackinac Island State Bank, director Copeland Products (Inc.), chairman sou
director The George Washington Co., Cleveland.

1
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8 Aaron DeRoy, Detroit; director Union Trust Co., director Michigan Industrial
I:11k, president and director Aaron DeRoy Management Corporation, president

director Aaron DeRoy Motor Car Co. of Detroit, president and director
;',4run Deitoy Motor Car Co. of Pittsburgh, president and director Automobile
ulscount Co., president and director Si-Roy Properties Corporation.
„Ward A. Detwiler, Detroit; director Bank of Detroit, president Bryant &
ustwiler Co.
in Victor F. Dewey, Detroit; director Highland Park State Bank, director High-

Park Trust Co., president and general manager Detroit Steel ProductsCo• vice president and director Feuestra Construction Co., director Ames Shovel
,Toul Co.
W. Dickerson, Detroit; director Michigan Industrial Bank, vice president

rild secretary Timken Detroit Axle Co., vice president and director MichiganUtual Liability Co.
art1ett C. Dickinson, Kalamazoo; director First National Bank & Trust Co.,

"e_asurer Sutherland Paper Co., commissioner city of Kalamazoo.
Lioton. Gerrit J. Diekerna, Grand Rapids; United States Minister of the Nether-

director Grand Rapids Trust Co., director Grand Haven State Bank,
Vesident Lokker Rutgers Co., president De Pree Co., director Michigan Bell
'eleithone Co., director Buss Machine Co.

IV.yilliam E. pingman, Detroit; cashier and director Bank of Hamtramck.
'red J. Dixon, Port Huron, director First National Bank & Trust Co., realeState.

.Clayton N. Doty, Flint; director Union Industrial Bank.
• Walter Drake, Detroit; director Union Trust Co., director Hupp Motor

s'ilr Corporation, director Detroit Gear & Machine Co., director Norge Corpora-tion,

Alartin J. Dregge, Grand Rapids; director Grand Rapids National Bank,
1,f,resident and director Luce Furniture Shops, president and director Luce
*rniture Co., President and director Michigan Chair Co., president and director
Vrniture Shops of Grand Rapids, president and director Grand Rapids Duplex
'van Lumber Co., secretary, treasurer, and director Nichols & Cox Lumber Co.
_Landon A. Dudley, Battle Creek; director City National Bank & Trust Co.,
((Istria manager Northwestern Mutual Life Insurance Co
,.., Charles R. Dunn, Detroit; executive vice president and director Union Trust
1;?, secretary, treasurer, and director Marion County Land Co., vice president
d director Florida-Michigan Realty Co., vice president and director Newberry
'4113113er & Chemical Co., director Hubbard Realty Co.,

-;atlY B. Durham, Flint; director Union Industrial Bank, director Union
uuUstrial Trust Co.
„Rudolf Eckert, Flint; director Union Industrial Bank, vice president and
rector Home Dairy Co., director International Foxes & Furs (Inc.), director

440tfatt Grocer Co.
I▪ ). S. Eddins, Lansing; director Capital National Bank, vice president and

,,,eileral sales manager Olds Motor Works, member Board of Light and Water
"onnnissioners.
,rp. Ogden Ellis, Detroit; vice president and director Bank of Detroit, publisher
▪ American Boy.
Albert A. Elsesser, Lansing; vice president and director Capital National

e,ank, director Industrial Bank, vice president and director Mills Supplies
'orPoration.

Anthony M. Esper, Detroit; director Union State Bank of Dearborn, council-
"143 City of Dearborn.

tlenry T. Ewald, Detroit; director Bank of Detroit, president Campbell-
'Wald Co.

Frank D. Ewen, Saginaw, director second National Bank & Trust Co.
Alonzo P Ewing, Detroit; director Bank of Detroit.
John A. Fead, Port Huron; director Federal Commercial & Savings Bank,tecretary J. L. Fead & Sons.

v,Lawrence a Fell, Battle Creek; director City National Bank & Trust Co.,
1%trtresident and treasurer Michigan Carton Co.

T, William E. Fellows, Flint; vice president and director Union Industrial
N'tarik, vice president and director Union Industrial Trust Co., director Flint
(Irtgage Co., director Guaranty Title & Mortgage Co., director Superior Felt,.
0̀31cts, (Inc.).

100136--30—vox 2, pm 9-7
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Hugh J. Ferry, Detroit; director Jefferson Savings Bank, Grosse I'ointe 1)a
treasurer Packard Motor Car Co.
Leonard H. Field, Jr., Jackson, director National Union Bank & Trust C6'

architect.
George R. Fink, Detroit; director Guardian Detroit Union Group (Inc.), dint!

tor National Bank of Commerce, director Union Trust Co., director Guar('is9

Detroit Co., director Keane, Higbie & Co., president Michigan Steel Corporation,'
president National Steel Corporation, director Wilcox-Rich Corporation, direct0(

Square D Co.
Harry S. Finkenstaedt, Detroit; vice president and director National Bank ni

Commerce, director Peoples National Bank, Jackson, director Troyoak Land et
John W. Finkenstaedt, Detroit; director Union Trust Co., Partner Harr°

Small & Co.
Adolph Finsterwald, Detroit; director Union Trust Co., president The Finle54

Corporation, president Finsterwald Investment Co., vice president Bow,
Securities Co., director Ray Jewelry Co., director Michigan Lafayette Build

Co.
William A. Fisher, Detroit; director Guardian Detroit Union Group (WI'

vice president and director Bank of Detroit, director Guardian Trust Co., prenr
dent Fisher Body Corporation. trBurch Foraker, Detroit; director Union Trust Co., director National Barb.
Commerce, president and director Michigan Bell Telephone Co.
Edsel B. Ford, Detroit; president Ford Motor Co., director Guardian Dei,- t

Union Group (Inc.), director Guardian Detroit Bank, director Guardian Vas

Co., director National Bank of Commerce.
Joseph W. Fordney, Saginaw; director Second National Bank 4SL Trust Co. 0
J. Richard Francis, Flint; director Union Industrial Bank, director Unini

Industrial Trust Co., senior vice president, member of finance committee and 0'
executive committee, and director Borg-Warner Corporation, Chicago, president'
general manager, and director Marvel Carburetor Co., vice president and clirec;
tor Wheeler-Schebler Carburetor Co., Indianapolis, vice president and direct();
Groble Gas Regulator Co., Anderson, Ind., vice president and director Nati0n0'
Bronze & Aluminum Foundry Co., Cleveland, Ohio, director Johnson
Detroit, director Mechanics Universal Joint Co., Rockford, Ill., director Warn`
Gear Co., Muncie, Ind.
D. H. Frazer, Jr., Battle Creek; director City National Bank & Trust aid"

secretary and director National Gas & Electric Corporation, secretary
director National Gas & Power Corporation, secretary and director Swingle 

, 

& Gas Co., secretary and director Hopewell Fuel & Gas Co., secretary
director Industrial Gas Co., secretary and director Gas Producing Co. of Ob,'°'
secretary and director Consumers Utilities Co., secretary National Utilities
of Michigan, secretary and director Greeley Gas & Fuel Co., assistant secretarY
National Utilities Co. of Georgia, secretary, assistant treasurer, and directol
National Utilities Co. of South Carolina, secretary, assistant treasurer, allu
director National Utilities Co. of North Carolina, secretary and assistant tree'
urer National Utilities Co. of Missouri, secretary National Utilities of Alabainn'
secretary and director City Gas Co., secretary and director Reedy River Powerd
Co., secretary and director Sullivan Power Co., assistant secretary-treasurer an,
director Battle Creek Gas Co., assistant secretary-treasurer American Gas
Power Co.
D. H. Frazer, Battle Creek; director, City National Bank & Trust Co.'

president and director, Battle Creek Gas Co.; vice president and direc'te;
National Gas & Electric Corporation; vice president, National Gas & POO'
Corporation; director, American Gas & Power Co.

Frederick W. Freeman, Cleveland, Ohio; director, Ohio-Pennsylvania joie
Stock Land Bank; director, Ohio Finance Co., Columbus, Ohio; director,
Hughes-Peters Electric Corporation, Columbus, Ohio.
Leonard Freeman, Flint; director, Union Industrial Bank; director, Unt013,

Industrial Trust Co.; president and director, Freeman Dairy Co.; vice pre
dent and director, Durant Hotel Co.
John H. French, director, Union Trust Co.; director, National Bank 0!

Commerce; director, Michigan Industrial Bank; director, Union Title
Guaranty Co.; president and director, French Mortgage & Bond Co.; preside°
and director, Mortgage & Bond Fidelity Corporation; president and director,
Clinton View Greenhouses; director, Production Forging Co.; director, Brig
Manufacturing Co.; director, Dominion Forge & Stamping Co.
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LEdward Frensdorf, Detroit; vice president and director, Union Joint Stock
,4141 Bank; president Peoples State Bank, Britton; president Tecumseh State
"livings Bank, Tecumseh; president Bankers Bond & Mortgage Co., Hudson;

esident the Cutler-Dickerson Co., Adrian; president the State Land Realty
1_,°,.; President the Island Land Co.; vice president, First State Savings Bank,
.;'!alisdale; director, Grange Life Insurance Co.; Lansing; director, the Hardie

Tanufacturing Co., Hudson; director, the Western Shoe Co., Toledo, Ohio;
"leefor, State Land Corporation, Pontiac; director, Hudson Milling Co.
Herbert H. Gardner, Detroit; executive vice president, director, and trust

°Meer, r Highland Park Tiust Co.; vice president, Highland Park State Bank.
diu'e°rfle J. Gemsbacb, Battle Creek; director, City National Bank & Trust Co.;
'r eetor, Calhoun Savings & Loan Association; director, Battle Creek Citizens
Fan & Investment Co.; president United Steel & Wire Co.; vice president,

C. King & Sons; president, Margalexom Oil Co.; president Trenton Crude
& Gas Co.; director, Michigan Metal Products Co.

Donald S. Gilmore, Kalamazoo; director, First National Bank & Trust Co.;

see,vetarY Gilmore Bros.
unniel Goldberger, Flint, director, Union Industrial Bank.
Grover C. Good, Grand Rapids; director, Grand Rapids National Bank;

Itretary. treasurer, and director, Globe Knitting Works; director, Malloch
flitting Mills; director, C. & D. Co.; director, World's Star Knitting Co., BayPity.

r,Lurrian W. Goodenough, Detroit; director, Guardian Detroit Bank; director,
1̀1;nardian Trust Co.; director, Union Title & Guaranty Co.; Goodenough,
A,°,,rilles, Long & Ryan; president Gray Estate Co.; president, the Mortgage
- k-ontract Co.
Theoron H. Goodspeed, Grand Rapids; director, Grand Rapids Trust Co;-.

11,,l‘sident and director, Citizens Industrial Bank; president and director, Amer-
Box Board Co.; president and director, American Ply-Wood-Case Co;

fillesident and director, Kent Storage Co.; president and director, Goodspeed
Estate Co.; president and director, Industrial Service Co.

1..Prank E. Gorman. Lansing; director guardian Detroit Union Group (Inc.),
e president, cashier, and director Capital National Bank, director Central

rust, Co.
"it . P. Gossard, Detroit; vice president and d;rector Union Joint Stock Land

vice president and director Ohio-Pennsylvania Joint Stock Land Babk,r
eveland, Ohio, director Central Discount Co.
0.gteplien A. Graham. Port Huron; director guardian Detroit Union Group
Te.), president and director Federal Commercial & Savings Bank.
-;harles C. Green, Battle Creek; president and director City National Bank

d Trust Co., vice president and director Lubricating Devices (Inc.), vice presi-
IA and director Michigan Metal Products Co., director Marshal! Furnace CD.

H. Green Detroit; director Bank of Detroit; president and director Auto-
five Materials Corporation, president and director Textileather Corporation
01110, president and director Standard Cotton Products Corporation of Flint,
t'ettor Michigan Life Insurance Co., director Newcombe Separator CO. of

director Union Steam Pump Co.
John M. Greissell, Flint; director Union Industrial Bank, director Union Iti--

mustrial Trust Co.
t„L•H. Greusel. Battle Creek: director City National Bank & Trust Co., seere-
gty and manager Central Electric Co., director American Finance Corporation.
u2nlin C. Grier, jr., Detroit: vice president and director Guardian Detroit
elon Group (Inc.), president and director Guardian Detroit Co., vice presi-
Int and director Guardian Detroit Bank. vice president and director Guardian
A.71st Co. of Detroit, director Keane. Higbie & Co., director National Investors
-u.l:Poration, director United States & Overseas Corporation.
wi_ohn A. Grosfleld, Detroit: director Bank of Hamtramck, president Grosilelit
"Iestment Co.
cu._F'red H. Haas, Trenton; director Trenton State Bank, vice' president- and'

ctor Michigan Foundation Co.
H. Haberkorn, jr., Detroit; vice president and director Gluirdian Detrodt

0n Group (Inc.), chairman and director Bank of Detroit, director Guardian
st Co., president C. H. Haberkorn & Co.

tr,tt9bert W. Hamilton, Detroit; director Highland Park State Bank, director
ii7nland Park' Trust Co., treasurer Gregory, Mayer & Thom; treasurer.. Na+-
'41 Lithograph Co.
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Thomas C. Hance, Niles; cashier, trust officer, and director City Natio.-
Bank & Trust Co.
Esbern Hanson, Saginaw; director Second National Bank & Trust Co., a*,

urer and director Sailing-Hanson Co., president and director Grayling BOX Om
director Johannesburg Manufacturing Co.
A. B. C. Hardy, Lansing; director Capital National Bank, director Centet

Trust Co., director Union Trust Co., Detroit, director Union Joint Stock LAI"
Bank, Detroit, director Title & Trust Co., Detroit; president Lansing Ind.ur
trial Finance Corporation, director Detroit Motorbus Co., Detroit. mit

Jessel Hardy, Flint; director Union Industrial Bank, vice president gao—
Morris State Bank, director Hardy Baking Co. m-aint
Walter A. Hardy, Flint; director Union Industrial Bank, director _dr--

Citizens Loan & Investment Co., president Hardy Baking Co., director Lille"'
Baking Corporation, New York.

J. Frederick Hartz, Detroit; director Highland Park State Bank, direCteJ
Highland Park Trust Co., chairman J. F. Hartz Co., chairman C. M. Hall Iiaree
Co., director Charles W. Warren & Co.

Albert S. Harvey, Saginaw; director Second National Bank & Trust ON'
president United States Graphite Co.

Orville L. Hatt, Detroit; vice president National Bank of Comn3eeli
Director Bank of Commerce, Dearborn. treasurer and director National Tor

Salvage Co., president and director Tool Salvage (Ltd.) of Canada, Walkervillto

Clarence B. Hayes, Jackson; vice president and director National I-Wei
Bank & Trust Co., director Kelsey-Hayes Wheel Co., director Lefree Forge "
Machine Co.
Edward A. Haynes, Port Huron; director First National Bank- & Trust et

vice president Port Huron Sulphite & Paper Co., vice president North Sholv
'Transit Co. tit

Frederick J. Haynes, Detroit; director Michigan Industrial Bank, preside,,

and director Durant Motors (Inc.), vice president and director petrol'

National Fire Insurance Co., director Chateau Voyageurs.
Max P. Heavenrich, Saginaw; director Second National Bank & Trust ee''

director HeavenrIch Brothers & Co.
George K. Hebb, Detroit; director National Bank of Commerce, treasw-,

and director Evans-Winter-Hebb (Inc.), secretary, treasurer, and directe:e

Anchor Building Co., director, Anchor Press (Inc., director United Typothetal

of America.
Richard C. Hedke, Trenton; director Trenton State Bank, vice 

preside

general manager, and director Eaton-Clark Co., Detroit.
Joseph Henn, Detroit; chairman and director Union State Bank. 01g,
A. B. Herpolsheimer, Grand Rapids; director Grand Rapids National 13a A,

president Herpolsheimer Co., president Herpolsheimer Realty Co., vice Prep.
dent Wheeler-Van Label Co. 1St
Parmely W. Herrick, Cleveland, Ohio; director Ohio-Pennsylvania -0,e

Stock Land Bank, director Society for Savings, Cleveland, president

Winch Co., president the Cuyahoga Co., vice president the Crawford Realty.Y;

director Union Trust Co., Cleveland, director Harriman National Bank, =Net

York, director National Surety Co., New York, director Guarantee Title &

Co., Cleveland, director North American Aviation Corporation, New VI._

John G. Hibbard, Cleveland, Ohio; secretary, treasurer, and director OP'

Pennsylvania Joint Stock Land Bank.
E. K. Hibsman, Cleveland, Ohio; director Ohio-Pennsylvania Joint 

St0i,I4.

Land Bank, director New York Joint Stock Land Bank, Rochester, N. t.
Carlton M. Higbie, Detroit; director Guardian Detroit Union Group (

chairman and director Keane, IIigble & Co., chairman and director Guardie

Detroit Co., director National Bank of Commerce, director Guardian Trust ee,,„;

vice president and director Kalamazoo Stove Co., vice president and 
direcl

Brown Fence & Wire Co., director Reo Motor Car Co., director Wilcox-IT.,

Corporation, director Murray Corporation of America, director Square D tied

director Kingston Products Co., director General Brass Co.. director 
Federat

Publication (Inc.), director F. Burkhart Manufacturing Co., director 
Standar'

Steel Spring Co., director Penberthy Injector Co., director Mesta Machine e
e''

.director National Steel Co.
Harley G. Higbie, Detroit; director Guardian Trust Co.. treasurer 11134

.director Hugo Scherer Estate (Inc.), secretary and director Scherer & co'
'secretary :and director St. Clair Rubber Co.

'1
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4. Bradley Higbie, Jr., Detroit; vice president and director Keane, Higbiedirector Pittsburgh Forging Co.
il Higer, Port Huron; director Federal Commercial & Savings Bank,

meeDrietor L. Higer & Son.
,„Sherwia A. Hill, Detroit; director guardian Detroit Union Group, (Inc.),
r_ rector Guardian Detroit Bank, director Guardian Trust Co., director Guard-
br Detroit Co., director Bank of Commerce, Dearborn, Warren, Hill & Ham-
Ara, director Graham-Paige Motors Corporation, director Michigan Sugar Co.,
Zector Nicholson Universal Steamship Co., director Nicholson Terminal &
('}t Co., director Wilcox-Rich Corporation, director Detroit & Canada TunnelCe.

Jeed M. Hodge, Kalamazoo; director First National Bank & Trust Co.,
oreesident Kalamazoo Paper Co.

banes H. Hodges, Detroit; director Guardian Detroit Union Group (Inc.),
rector Union Trust Co., director National Bank of Commerce, first vice

Dflr.e_sident and director American Radiator & Standard Sanitary Corporation,
;r_3t vice president, member of executive committee, and director American
ft144arliat0r Co., chairman and director Detroit Lubricator Co., directot American

er Co., director Grand River Avenue Development Co., director. American
olaustries Corporation.

D. Hodges, Jr., Detroit; director Bank of Commerce, Dearborn, vice
• sident Detroit Lubricator Co.
T. Hogsett, Cleveland, Ohio; vice president and director the Ohio-
111891vania Joint Stock Land Bank, director United Banking & Trust Co.,

t_Tector The Northern Ohio Power & Light Co., director The Lege Shore Elec-
Railway Co., director The Ohio Varnish Co.

_Addison E. Holton, Detroit; director Michigan Industrial Bank, president
;ual director Holton & Co., secretary and director Lewiston Oil & Refining Co.,g'4,18urer and director Sommerville & Co., secretary and director Century

Co., secretary and director Blackstone Oil Co., secretary and director
irthern States Oil Co., director Anaconda Wire & Cable Co., director Regal

1, Co. (Ltd.).
• W. Hompe, Grand Rapids; vice president and director Grand Rapids
;Oat Co., vice president Grand Rapids Furniture Co., director Macey Co.,

tor John Widdicomb Co.
gIanles R. Hooper, Grand Rapids; vice president, trust officer, and director
‘11,11d Rapids Trust Co.

A. House, Cleveland, Ohio; director Ohio-Pennsylvania Joint Stock Land
;gat, president and director Guardian Trust Co. of Cleveland, president New
FtrIgland Co., director Goodyear Tire & Rubber Co., director New York, Chicago
2,8r• Louis Railroad, director Wheeling & Lake Erie Railroad Co., director
i:laridard Textile Co., director Morris Plan Bank of Cleveland, director Cleve-

Builders Supply Co., director Monarch Fire Insurance Co., director In-
investors (Inc.), director Industrial Rayon Corporation, director Kilby

anuracturing Co., director The Mills Co., director Jordan Motor Car Co.
Dobart B. Hoyt, Detroit; director Union Trust Co., director Union Title &

"aranty Co., vice president and director Michigan Steel Casting Co.
E. Hubbard, Battle Creek; vice president and director City National
& Trust Co., president Hubbard Electric Co., vice president Morton In-

estinent Co.
i-e'ersPar B. Hughes, Detroit; director Union State Bank of Dearborn, secre-
IT-treasurer Wayne Acres Land Co.

n_ls1. P. Hull, Lansing; director Capital National Bank, director Central Trust
director Union Joint Stock Land Bank of Detroit, president and directorrange Life Insurance Co., president and director Michigan Milk Producers'

,7• sociation, president and director National Dairy Union, president and di-
1 r Lansing Welfare Loan Association, vice president and director Amer-
Gan Annuity Savings Association, vice president and director Michigan State
Oad Roads Association, chairman executive committee and director Michigan
Zeite Orange, director Lansing Community Hotel Corporation, director United
Zates Mortgage Bond Co. of Detroit, director Michigan Producers Dairy Co.,
drian, director National Cooperative Milk Producers Federation, Washington.

_ George L. Humphrey, Saginaw; director Second National Bank & Trust Co.,
estdent, treasurer, and director C. K. Eddy & Sons, president, treasurer, and

Zireetor Saginaw Milling Co., director Consolidated Coal Co., Director United
"tares Graphite Co.



1110 BRANCH, CHAIN, AND GROUP BANKING

Lee M. Hutchins, Grand Rapids; director Grand Rapids National Bank,
president and director Grand Rapids Trust Co., president and manager Haze.
tine & Perkins Drug Co., director Grand Rapids Foundation.
James Inglis, Detroit; director Guardian Detroit Union Group (Inc.), di.

rector National Bank of Commerce, director Union Trust Co., president Alper.
lean Blower Corporation, president Canadian Sirocco Co. (Ltd.), Windt?I'
director American Radiator Co., New York, director Michigan Mutual
ability Corporation, advisory committee American Industries Corporation. ,
Fred F. Ingram, Jackson; director National Union Bank & Trust Co., Presl.

dent L. H. Field Co., president Field-Ingram Co.
Earl S. Irwin, Grand Rapids; director Grand Rapids National Bank, pm&

dent Macey Co., president Steel Furniture Co., treasurer Robert W. Irwin C0''
vice president C. J. Farley Co.
Glenn R. Jackson, Flint; director Union Industrial Bank, director Union In",

dustrial Trust Co., president Continental Department Stores Inc.), director

Merchants & Mechanics Bank.
Edward Jenkins, Saginaw; director Second National Bank & Trust Co.
W. Lee Jenks, I'ort Huron; director F rst National Bank & Trust Co. attori-

ney, president Moak Machine & Tool Co., vice president Moak Realty Co., Pres•
dent Port Huron Terminal Co.
Almon 0. Jones, Battle Creek ; director City National Bank & Trust et

president United States Register Co., president Lubricator Devices (Inc.), tu
rector Shninons-Leedle Furnace Co., Marshall.
James B. Jones, Detroit ; director National Bank of Commerce, vice president

and general manager Crowley Milner & Co., director Better Business Bureail

of Detroit (Inc.), director Detroit Shopping News, director Business Proper 
Association of Detroit.
Richard P. Joy, Detroit; director Guard'an Detroit Union Group

director National Bank of Commerce, director Union Trust Co., president a"
director La Salle County Carbon Coal Co., director Packard Motor Car co.'
director Grace Harbor Lumber Co.
George B. Judson, Detroit; director Guardian Detroit Union Group (WI'

president and director Bank of Detroit, director Bank of Dearborn.
Albert Kahn, Detroit; director Guardian Detroit Bank, president Alber!

Kahn (Inc.), director Truscon Steel Co., director Electro-Master Co., direcrtn
Congress Investment Co.

William R. Kales, Detroit; director Union Trust Co., director Michigan In.
dustrial Bank, vice president Whitehead & Kales Co., president Kales StaalPi
lug Co.. secretary-treasurer Kales Realty Co., vice president Jefferson Termini'
Warehouse Co., director Central West Casualty Co.
Charles A. Kanter, Detroit; executive vice president and director Nationa

l

Bank of Commerce, director Union Industrial Bank, Flint.
Rudolph L. Kantlehner, Jackson; director National Union Bank & Trust

president R. L. Kantlehner (Inc.), advisory officer East Side National En10I'
Branch, director Jackson Community Finance.

Ernest Kanzler, Detroit ; vice president and director Guardian Detroit
Group (Inc.), vice president and director Guardian Detroit Bank, vice Presi
(lent and director Guardian Detroit Co., director Guardian Trust Co., preside"

Universal Credit Corporation.
Joseph M. Karmann, Detroit; director Union State Bank of Dearborn. ,
Jerome E. J. Keane, Detroit; director Guardian Detroit Union Group (Inc.),

director Guardian Detroit Bank, director Guardian Trust Co., director Suther-

land Paper Co.
Ernst C. Kern, Detroit; director Bank of Detroit, The Ernest Kern Co.
William Kersjes. Kalamazoo; director First National Bank & Trust

president Wheeler Blaney Co.
A. Earl Kettle, Kalamazoo; director First National Bank & Trust Co., Presie

dent Edwards & Chamberlin Hardware Co. 4-dir
Samuel R. Kingston, Detroit; executive vice president, cashier, and direeLv_

National Bank of Commerce, vice president and director Bank of Cominerc̀
of Dearborn, director First State Savings Bank of Birmingham, director Doe,.

moor State Bank, director Baker Land Co., director National Tool & Stu'
vage Co.

Charles A. Kinney, Detroit; vice president and director National Bank c't
(7(antnerce, director City National Bank & Trust Co., Battle Creek.

Lloyd G. Kirby, Flint; executive vice president, secretary and director Uni01)
Industrial Trust Co., director Union Industrial Bank.
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ofGeorge H. Klein, Detroit; director Union Trust Co., director National Bank
1; Commerce, director Union Title & Guaranty Co., secretary and directorL'etruit City Service Co., secretary and director Executives Trading Corpora-
'lop, director Long Manufacturing Co.

1einhard Kleinpell, Flint; director Union Industrial Bank, director Union
dustrial Trust Co., treasurer, manager, and director Flint Lumber Co., vice
rsident and director Veit & Davison Lumber Co., vice president and director

Hughes Lumber Co., president and director Flushing Lumber Co.,
and director Flint Structural Steel Co., president and director

oderoft Estates, president and director Burgess Realty Co., president and
;',Iroctor Flint Savings Association, treasurer and director Flint Die & Tool

director Superior Felt Products Co., director Durant Hotel Co.a Albert Koegel, Flint; director Union Industrial Bank, director Union In-
‘4111.!trial Trust Co., president A. Koegel & Co., director Sunset Hills Association.

F. Koenig, Detroit; president and director Bank of Hamtramck, presi-
V11 and director Koenig Coal & Supply Co., president and director Koenig
,11118Dortation Co., treasurer and director Trombly Brick Co.
Rudolph F. Kompass, Niles; director City National Bank & Trust Co.
1,4'01)old Koscinski, Detroit; director Bank of Hamtramck.vz.iytIt‘bsuorn.J. Lacy, Detroit; director Bank of Detroit, Anderson, Wilcox, Lacy

(Itarles F. Lambert, Detroit; director National Bank of Commerce, president,
te,lloral manager, and director Clayton & Lambert Manufacturing Co., director

(le5 Metallic Packing Co.
l'roderick Larkin, Flint; director Union Industrial Bank, president Realtyoristruction Co.
/'• A. Lautenschlager, Trenton; vice president, cashier, and director Trenton,

.3 te Bank.
,b‘v
ti iglit B. Lee, Detroit; director Guardian Detroit Union Group, Inc., director
d{
nt 
on Trust Co., director National Bank of Commerce, president, treasurer, and

B'4,‘rector Motor Products Corporation, director Kelvinator Corporation, director
the Mines, Ltd., of Canada, director Black River Ranch.
x• Fred Lee, Detroit; director Michigan Industrial Bank, director Detroit

ilmtional Fire Insurance Co.
,o riaest G. Liebold, Detroit; director Bank of Dearborn, general secretary

nenry Ford.
Arnold Lenz, Saginaw; director Second National Bank & Trust Co., man-

Chevrolet Motor Co., Grey Iron Foundry.
21urray D. Lincoln, Cleveland, Ohio; director Ohio-Pennsylvania Joint Stock

1-h7,12d Bank, general manager Ohio Farm Bureau Corporation, secretary-treas-
Zcr Ohio Farm Bureau Service Co., secretary-treasurer Farm Bureau Mutual
ALItoinobile Insurance Co., secretary Ohio Farm Bureau Federation, director
"xillary Board First Citizens Trust Co., Columbus.

4:4:win H. Lindow, Detroit; president and director Union Title & Guaranty

b_hObert T. Longway, Flint; vice president and director Union Industrial
-"trsik, director Union Industrial Trust Co., vice president Buick Motor Co.
nobert 0. Lord, Detroit; president and director Guardian Detroit Union

4 111) (Inc.), president and director Guardian Detroit Bank, president and
dLeetor Guardian Trust Co., vice president and director Guardian Detroit Co.,
%etor Bank of Detroit, president and director Highland Park State Bank,

r̀ airman and director Highland Park Trust Co., director Universal CreditrrDoration, director National Investors Corporation, director Keane, Higbie
W. 
Co.

H. Loutit, Grand Rapids; director Grand Rapids Trust Co., president
-",udirector Wm. H. Keller, Inc., chairman Michigan Conservation Commission.

Lich a rd H. Loveland, Jackson; director Peoples National Bank; director
"aPk501i Citizens Finance Co.
William B. Lowe, Detroit; director Highland Park Sfate Bank, director

Vghland Park Trust Co., managing director Detroit Free Press, treasurer and
'urAeotor Free Press Photogravure Co., director Free Press Realty Co.
1lbert B. Lowrie, Detroit; director Bank of Dearborn, director Michigan
-41u,listrial Bank, secretary-treasurer Lowrie-Robinson Lumber Co.
,,Alvan Macauley, Detroit; director Guardian Detroit Union Group, Inc.,',grector Guardian Detroit Bank, director Guardian Trust Co., director Guardianuotroit Co., director National Bank of Commerce, president, general manager
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and director Packard Motor Car Co., president and director National Ant°.
mobile Chamber of Commerce.
Alvan Macauley, Jr., Detroit; vice president Guardian Detroit Bank; director

Bank of Dearborn.
James C. MacGregor, M. D., Flint; director Union Industrial Bank, directot

Union Industrial Co.
David MacTaggart, Port Huron; vice president and director First Nationill

Bank & Trust Co., president David MacTaggart Co., President MacTaggatt.
Hoffman Co.
James M. MacTaggart, Port Huron; director First National Bank & Trust

Co., secretary-treasurer Port Huron-Sarnie Ferry Co.
Andrew L. Malott, Detroit; vice president and director Guardian Trust 00"

executive vice president Union Trust Co., director Union Title & Guaranty Co.
Nicholas A. Mans, Trenton; president and director Trenton State Bank. dl,

rector Wyandotte Industrial Bank, president N. A. Mans & Sons, vice presidein
O'Connor Properties Corporation, director A. R. Reno Drug Co., director Warren
Park Land Co.
George K. March, Detroit; director Michigan Industrial Bank.
Howard R. Marsh, Jackson; director National Union Bank & Trust Co.
Henry Marx, Port Huron; director Federal Commercial & Savings Bank.
A. G. Masters, Detroit; director Union Joint Stock Land Bank of Detroit. ,
Frank J. Maurice, Detroit; executive vice pres'dent and director Highlano

Park State Bank, vice president and director Highland Park Trust Co., vice
president and director Bank of Dearborn.
Ray T. Maynard, Saginaw; vice president, cashier, and director Second 10.

tional Bank & Trust Co., director Saginaw Financing Corporation.
W. B. Mayo, Detroit; director Bank of Commerce of Dearborn, chairman nod

vice president Detroit Motorbus Co., vice president Stout Air Services
vice president Stout Metal Airplane Co., vice president Hooven, Owens & gen;
schler Co., vice president Aircraft Development Corporation (division Dett
Aircraft Corporation), president Hamilton Moulding Sand Co., director Pratt
Whitney Aircraft Corporation, director Dexter-Carpenter Coal Co., direct!:
General Machinery Corporation, director Maddux Airlines (Inc.), director Isle"
York, Rio & Buenos Aires Lines (Inc.), director Transcontinental Air Tralo.:
port (Inc.), director Coast Range Steel Corporation, director United Aircraf'
and Transport Corporation, director United Aviation Corporation, director SIti
View Lines (Inc.), director Northwest Airways (Inc.), director Towle Alt.
craft Corporation, director Detroit Aircraft Corporation, director Aviation
Credit Corporation.
Norman McClave, Grand Rapids; director Grand Rapids National Ba

president Sigh Furniture Co.
Samuel L. McCune, Cleveland, Ohio; vice president and director Ohio-Peoll.

sylvania Joint-Stock Land Bank.
Fred J. McDonald, Detroit; director Michigan Industrial Bank. president

McDonald Coal & Brick Co.
J. C. Mcliannan, Cleveland, Ohio; director Ohlo•Pennsylvania Joint-Steel'

Land Bank, vice president and director Central National Bank, treasurer ProS•

pect-37th Co., treasurer and director Cleveland Rubber (Inc.), vice preside
and director Birkett L. Williams Co., treasurer Cleveland Industrial Expnee
tion Co.

William S. McKay, Cleveland, Ohio; director Ohio-Pennsylvania Joint-Stoa
Land Bank, president and director First National Bank, Greenville, Pa., secrea
t,ary and trustee Grove City College, Grove City, Pa., secretary, treasurer, Itn.
director Turner McKay Co., Grove City, Pa., secretary, treasurer, and directo

Hillcrest Realty Co., Grove City, Pa., chairman Agricultural Committee I'enti.
sylvania Bankers Association.
John M. McKerchey, Detroit; director Michigan Industrial Bank, presiden

t

Acacia Park Cemetery, president Woodward Avenue Improvement Association.

Francis C. McMath. Detroit; director Guardian Detroit Union Group (Inc.),
director Union Trust Co., director National Bank of Commerce, president
sex Real Estate Co., director New Union Building Co., director Essex TerMine`
Railroad, Walkerville, Ontario, director Canadian Bridge Co. (Ltd.), Walker"
vile, Ontario.
Duncan J. McNabb, Detroit; president and treasurer Keane, Higble & CO.'

director Guardian Detroit Co., director Union Joint Stock Land Bank, director

Ohio-Pennsylvania Joint Stock Land Bank, director Kalamazoo Stove Co., Kola'
mazoo, director Wilcox-Rich Corporation, Saginaw.
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n„aeorge W. Mechem, Battle Creek; director City National Bank & Trust
w., director Battle Creek Gas Co.

1,4°Ids Mendelssohn, Detroit; director Guardian Trust Co.h, rank W. Merrick, Detroit; director Union Joint Stock Land Bank, director
:114110-Pennsylvania Joint Stock Land Bank, Cleveland, president and director
plate Savings Bank, Gladwin, vice president and director Pigeon State Bank,

vice president and director Oscoda State Savings Bank, Oscoda, vice
and director Owendale Bank, Owendale, vice president Twining Bank,
vice president Mikado Bank, Mikado, vice president Lincoln Bank,

n, president and director Michigan Bean Co., Saginaw, director Lake
Y State Bank, Lake City, director Muncie Malleable Foundry Co., Muncie,turector R. W. Babcock (Inc.), Detroit.
_Mark Merriman, Jackson; director Peoples National Bank.
dward Miller, Detroit; director Union State Bank, Dearborn.

p It Verne Mitchell, Cleveland, Ohio; director Union Trust Co., director Ohio-
venhsYlvania Joint Stock Land Bank, vice president and general manager R.

Mitchell & Co., president and director Harris-Seybold-Potter Co., director
drdnental Shares (Inc.), director General Printing Ink Corporation, New York,
to,,re_etor, The Bonnot Co., Canton, Ohio, director the Buyers Machine Co., direc-

Uity National Mortgage Co., Canton, Ohio, director Dill Manufacturing Co,,
"81rector Haughton Elevator Co., Toledo, Ohio, director James Leffel & Co.,
vPringfield, Ohio, director the Keynes Co., director Investment Trust of New
(rrk (Inc.), New York, director Piqua Hosiery Co., Piqua, Ohio, director Reli-
,.Ilee Manufacturing Co., Massillon, Ohio, director Thompson Products Co., direc-
car Union Metal Manufacturing Co., Canton, Ohio.

Ledyard Mitchell, Detroit; director Guardian Detroit Bank, director
:!tiardian Trust Co., vice president and director Chrysler Corporation, vice
Plesident the Robert Mitchell Manufacturing Co., chairman Chrysler Export
s'QrDoration.

dwin R. Monnig, Detroit; vice president and director Bank of Hamtramck.
Charles M. Montague, Niles; director City National Bank & Trust Co.
_Charles E. Moon, Niles; director City National Bank & Trust Co.
'red T. Moran, Detroit; director Union Trust Co., director Union Title &‘*haranty Co., president Peninsular Stove Co.

h Albert H. Morley, Saginaw; vice president and director Second National
13ank & Trust Co.
„ George B. Morley, Saginaw; director Guardian Detroit Union Group (Inc.),
airman and director Second National Bank & Trust Co.

DritalPh C. Morley, Saginaw; director Second National Bank & Trust Co.,
.sesitlent and director Morley Bros.,, chairman and director Morley Murphy

President and director American Logging Tool Co., vice president and
rector Saginaw Timber Co.

108. A. Morman, Grand Rapids; director Grand Rapids National Bank, partner-
"hd) S. A. Morman & Co., vice president and director American Box Board Co.
dhziehiamin F. Mortenson, Detroit; director Michigan Industrial Bank, presl-
`_nt Mortenson Michelson Co., owner Benj. F. Mortenson Co.
,Cdwin R. Morton, Battle Creek; vice president, cashier, and director City
.Ittional Bank & Trust Co.; director Union Joint Stock Land Bank. Detroit;
resident and director American Finance Corporation, president and director
'.„..8c M. Real Estate Co.; president and director Morton Investment Co.
W. E. Moss, Detroit; director Union Joint Stock Land Bank. director W. E.
& Co., director Greenfield Investment Corporation.

„ Charles S. Mott., Detroit; director Guardian Detroit Union Group (Inc.),
Ieesident and director Union Industrial Bank, Flint, chairman and director
ghion Industrial Trust Co., Flint, director National Bank of Commerce, director
g!llon Trust Co., director Guardian Detroit Co., vice president General Motors
rrPoration, director Detroit Aircraft Corporation, director Michigan Copper &
.41.1188 Co.

Oscar B. Mueller, Port Huron; director Federal Commercial & Savings Bank,
l'resident Mueller Brass Co., treasurer Mueller Investment Association.
William K. Muir, Detroit; director Guardian Trust Co., superintendent

:Jetroit & Cleveland Navigation Co., secretary Stout-Detroit & Cleveland Air

C. Hayward Murphy, Detroit; diector Bank of Detroit; director Guardian
4rust Co., secretary Simon J. Murphy Co.
Jrred T. Murphy, Detroit; director Detroit Guardian Union Group (Inc.),
cuairman and director Guardian Detroit Bank, director Guardian Trust Co..
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director Guardian Detroit Co., trustee Murphy Family Trusts, vice president

Pacific Lumber Co.
Joseph Murphy, Cadillac; director Grand Rapids Trust Co., vice presiden!

Cadillac-Soo Lumber Co., vice president Grand Rapids Lumber Co., direct°
Cadillac State Bank.
James R. Murray, Detroit; director Guardian Trust Co., president The Fe_rt

ing & Casting Corporation, president Standard Tube & Manufacturing
president Murray-Ross Corporation, president Pontiacres (Inc.), vice presidem

Conductors' Protective Assurance Co., director Murray-Ohio Manufacturing

Co., director Field-Jerome Laboratories (Inc.).
Joseph Neckel, Detroit; director Union State Bank of Dearborn.
Henry H. Neesley, Jackson; director National Union Bank & Trust Co. ,
Edwin H. Nelson, Detroit, director Guardian Detroit Union Group (Inc','1;

director Union Trust Co., director National Bank of Commerce, director BO'
of Commerce of Dearborn, president and director Nelson, Baker & Co.
Phelps Newberry, Detroit; vice president and director Guardian pet r.

Union Group (Inc.), vice president and director Guardian Detroit Bank, vic''
president and director Quardian Trust Co., director Guardian Detroit ethe''
director Highland Park State Bank, director Highland Park Trust Co., /I it
president Newberry Estate (Inc.), treasurer Tanglefoot Co., director Detrc'
Steel Casting Co., director Buhl Aircraft Co.

Elliott S. Nichols, Trenton; director Trenton State Bank, vice president iifl

director Plymouth Road Development Corporation, director Maple Cranbro14
Co.
Aaron E. Noble, Detroit; director Michigan Industrial Bank.
Robert Oakman, Detroit; director Union Trust Co., president and directg

Robert Oakman Land Co.
R. E. Olds, Lansing; director Guardian Detroit Union Group (Inc.), Pregi.;

dent and director Capital National Bank, director Union Trust Co., Detil),`.'
president and director R. E. Olds Co., chairman and director Chateau Voyagen1"d'
Detroit, chairman and director Ideal Power Lawn Mower Co., chairman
director Lansing Community Hotel Corporation, chairman and director Be"
Motor Car Co., chairman and director Hill Diesel Engine Co., director
Drop Forge Co., director Detroit Aircraft Corporation, Detroit, director Nation''
Automobile Chamber of Commerce, director Central Trust Co.
0. 0. Otis, Detroit; vice president, cashier and director Bank of Commerce

of Dearborn.
Edwin Owen, Grand Rapids; director Grand Rapids Trust Co., chairman al A

director Owen Ames Kimball Co., secretary, treasurer, and director Hightail'
Park Association, director Michigan Hardware Co., director Stow Davis File.
niture Co.

Felix Pagenstecher, Kalamazoo, director First National Bank & Trust et
president and manager Bryant Paper Co., vice president Kalamazoo Citizell'
Loan & Investment Co..

Albert B. Parfet, Port Huron; director Federal Commercial & Savings !Unit'
president and treasurer Albert S. Parfet Co.
Frank E. Parker, Detroit; director Michigan Industrial Bank, vice preside!

"
!t

and general manager Merchants Credit Bureau (Inc.), director Michigan Creo 
Bureau (Inc.)
Harry B. Parker, Albion, director Peoples National Bank, Jackson, direct°,1

Commercial & Savings Bank, vice president and general manager Albion Afar
leable Iron Co.
James Parkhill, Flint; director Union Industrial Bank, manager Armstrong

Spring Co. division of General Motors Corporation.
William S. Paterson, Flint; director Union Industrial Bank, director UM°

Industrial Trust Co.
George E. Paul, Jackson, vice president, trust officer, and director National

Union Bank & Trust Co., president National Union Co., vice president Bankere
Investment Corporation.

Charles F. Pears, Niles; director City National Bank & Trust Co.
Andrew J. Peoples, Detroit; director Bank of Detroit, director Bank of Dear.

born, director Michigan Industrial Bank, manager the American Brass CO''
Detroit branch, director Michigan Mutual Liability Co.
James B. Peter, Saginaw; director Second National Bank & Trust Co., dire'

tor Consolidated Coal Co.
J. Alfred Pip, Detroit; director Michigan Industrial Bank, president 01,

treasurer Anderson & Pip Co., vice president Beaver Realty Co., treasure'

Ste

Co
Stc
An

1

tr(

lI

III

0,

In
Dl

It

ii



—

;idea

9:Wee
rector

Fort
oo

;WO
trlOg

Inc.)'

?troit
rice
CO

vice
,troit

mak

q'ee

rod
at-

,10.4

iil,

or

al
rs

r-

BRANCH, CHAIN, AND GROUP BANKING 1115

4gle Faint Works, treasurer Eagle Properties Corporation, director Detroit
Steel Corporation, director Detroit Concrete Receptacle Co.
Francis J. Plym, Niles; director Guardian Detroit Bank, president Kawneer

Niles, President Kawneer Manufacturing Co. of California, president
;tar Manufacturing Co., vice president and director Niles Hotel Co., director
anterican Industries, Detroit, director First National Bank, South Bend.
Ferdinand Porath, jr., Detroit; director Union State Bank of Dearborn,
Miry L. Porter, Lansing; director Capital National Bank, vice president,

treasurer, and director Motor Wheel Corporation.
„ Ray Potter, Lansing, director Capital National Bank, vice president, treas-
urer, and director Michigan Screw Co., director Federal Screw Works, Detroit,
erector Superior Screw & Bolt Manufactuing Co., Cleveland, director Motor
heel Corporation, director Dail Steel Products Co., director Lansing Co.
Joel H. Prescott, Detroit; executive vice president and director Union Trust
President and director Palms Realty Co.

, Frank E. Quisenberry, Detroit; executive vice president and director High-
Park State Bank, president and director Highland Park Trust Co., vice

President and director Bank of Dearborn.
• W. J. Rachow, Detroit; president, cashier, and director Union State Bank,
ue-arborn.

H. Rack ham, Detroit; director Bank of Detroit.
"lin H. Rademaker, Grand Rapids; director Grand Rapids Trust Co., vice

resident and director Manistee County Savings Bank, president Anderson
'Anther Co.
it Ellis W. Ranney, Grand Rapids; director Grand Rapids Trust Co., President
pahneY -Refrigerator Co., Greenville, vice president Moore Plow & Implement
a., Greenville, vice • president Commercial State Savings Bank, Greenville,

Iiroetor Michigan Surety Co., Lansing.
Austin B. Read, Kalamazoo; director First National Bank & Trust Co.

.1,Jerorne H. Remick, Detroit; director Guardian Detroit Union Group (Inc.),
()Ilion Trust Co., Grand Rapids Creamery Co., president and director Detroit
1-reamery Co., president and director Detroit Creamery Realty Co., vice presi-
'4ent and director Parke, Davis & Co., Detroit Symphony Society.
r, Charles N. Remington, Grand Rapids; director Grand Rapids National Bank,
rand Rapids Trust Co., president Grand Rapids Mutual Building & Loan
45Roelation, director Grand Rapids Gas Light Co.

J. Reuter, Lansing; director Capital National Bank, president Olds Motor
• irks, VicP president General Motors Corporation, managing director Opel
'a"tor Co., Germany.

Herbert S. Reynolds, Jackson; director Guardian Detroit Union Group (Inc.),
r;resident and director Peoples National Bank, president Peoples National Co.,
aireetor Sparks Withington Co.

R. Reynolds, Jackson; director Peoples National Bank. American Trust
•• New York, Calhoun State Bank. Homer, General Leather Co., Newark, N. J.,

rueForest Radio Co., Jersey City, N. J., chairman and director Reynolds Spring
0̀., President and director W. R. Reynolds & Co.
George W. Ritchie, Kalamazoo; director First National Bank & Trust Co.;

retired capitalist.
Theodore J. Richter, Detroit; director Bank of Hamtramck.
e• J. Rouser, Lansing; director Capital National Bank, president C. J. Rouser

`Ing Co.
enGreeoty Co.rgeB agg Russel, Detroit; director Union Trust Co., vice president National

,John R. Russel, Detroit; director Guardian Detroit Union Group (Inc.),
vA,Stional Bank of Commerce, Union Trust Co., Union Joint Stock Land Bank.
1?e president and director Clayton & Lambert Manufacturing Co., director
'tassel Steel Construction Co., Commercial Reproducing Co.
,., Murray W. Sales, Detroit; director Guardian Detroit Union Group (Inc.),
• Trust Co., National Bank of Commerce, president Murray W. Sales &

Sales Realty Co.
klenry H. Sanger. Detroit; vice president and director Guardian Detroit

L'Mon Group (Inc.). chairman, president, and director National Bank of Com-
7erce, director Guardian Detroit Bank, Union Trust Co., president Bank of
,Inmerce, Dearborn, vice president Union Joint Stock Land Bank, director
1'4143-Pennsylvania Joint Stock Land Bank, Cleveland, director Keane, Higbie
"` Co., Whitman & Barnes (Inc.), Michigan Sugar Co., Saginaw.
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Arnold Augustus Schantz, Detroit; director Union Trust Co., director MiCb

gan Industrial Bank, director Detroit Convention & Tourist Bureau, president

Detroit & Cleveland Navigation Co., president Ashley & Dustin Steamer Line,
president Stout D. & C. Air Lines (Inc.), vice president Saunders of Ohio (Inc•l'
vice president Detroit Creamery Co., vice president Detroit Marine Aero Ennis!
Co., vice president National Rivers and Harbors Congress, chairman Inlana
Water Lines Association, vice president Detroit Fire Commission, direct°
White Star Navigation Co., director Detroit Creamery Realty Co.. director
Greater Detroit Committee, director Aviation Consolidated (Inc.), New york,
director National Vending Corporation.

Stuart M. Schram, Jackson; director Peoples National Bank, president CO'
tral Automobile Co.

Dickson S. Scoffern, Niles; chairman and director City National Bank 4
Trust Co.
Edmund Secrest, Cleveland, Ohio; director Ohio-Pennsylvania Joint-Stoclr,

Land Bank, State forester, State of Ohio, associate director Ohio Agricultural
Experiment Station.
Arthur H. Seiblg, Cleveland, Ohio; director Ohio-Pennsylvania Joint-Stock

Land Bank, director New York Joint-Stock Land Bank, president United
Banking & Trust Co., vice president Cleveland Securities Corporation, treasurer
Cleveland Automobile Club, director Guarantee Title & Trust Co., director

Cleveland Builders Supply & Brick Co., director Cleveland Welding Co.
Edgar M. Sergeant, Kalamazoo; director First National Bank & Trust Co"

president Sergeant Coal Co., commissioner city of Kalamazoo.
Alger Shelden, Detroit; director Guardian Trust Co., president Shelden

Land Co.
Allan Shelden, Detroit; director National Bank of Commerce, director

Guardian Trust Co., H. D. Shelden's Sons.
Earl H. Shepherd, Kalamazoo; vice president and director First National

Bank & Trust Co., vice president F. N. B. Securities Co., vice president Martl°
Exchange Bank, Martin; director Kalamazoo Poper Box Co., director America°
Sign Co.
R. Perry Shorts, Saginaw; vice president and director Guardian Detroit Unt°1

Group (Inc.), president and director Second National Bank & Trust Co., vice
president and director C. K. Eddy & Sons, secretary-treasurer Mitts & Merrill.

Albert E. Sleeper, Detroit; director Union Joint-Stock Land Bank, president
State Savings Bank, Bad Axe, president Commercial State Bank, Muriette,
president First National Bank, Yale, director State Bank, Croswell, director
State Bank, Sandusky, director Nunica Malleable Foundry Co., director Welt'
gan Surety Co.
Cramer Smith, Pontiac; president and director Pontiac Commercial & Savin.0

Bank, Pontiac, president and director Pontiac Trust Co., Pontiac, director Union
Trust Co.. director National Grocer Co.
Hal H. Smith, Detroit; director Guardian Union Group (Inc.), director

Union Trust Co., director National Bank of Commerce, director Union Stat!
Bank, Dearborn, president Central West Casualty Co., vice president Federal
Motor Co.
Oscar W. Smith, Detroit; director guardian Detroit Union Group (Inc.),

director National Bank of Commerce, director Union Trust Co., president and
director Parke, Davis & Co, director American Drug Manufacturers Associa-
tion.
Roger W. Smith, Jackson; director National Union Bank & Trust Co., prest-

dent Smith-Winchester Co., vice president Alloy Steel Spring Co.
William D. Smith, port Huron; director Federal Commercial ,Sc Savings Bank,

Smith Bros.
Muir B. Snow, Detroit; vice president and director Keane, Higbie & Co.,

director Whitman & Barnes (Inc.), director Canadian Detroit Twist Drill Co.
(Ltd.).

Clifford M. Sparks, Jackson; director Peoples National Bank, vice president
Sparks-Withington Co., vice president Cardon-Phonocraft Corporation.
Harry G. Sparks, Jackson; director National Union Bank & Trust Co., vice

president and general manager Cardon-Phonocraft Corporation, vice president
Sparks-Withington Co.

William Sparks, Jackson; director Peoples National Bank, president Cardon-
Phonocraft Corporation, president Sparks-Withington Co.

William R. Spencer, Jackson; director National Union Bank & Trust Co.,
proprietor W. R. Spencer Grocery Co, president Hayes Hotel Co., president
Jackson Storage & Trucking Co., president Luna-Manganese Co.
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J. Ben Sperry, Port Huron; director Federal Commercial & Savings Bank,
President J. P. Sperry Co.
Charles M. Spinning, Jackson; vice president and director National Union

°ank & Trust Co., president National Union Building Co.
n John N. stalker, Detroit; vice president and director Guardian Detroit Union
okroup (Inc.), president and director Union Trust Co., president and director
Union Industrial Trust Co, Flint, chairman and director Union Title andn
rdil,arantY Co., treasurer and director Union Joint Stock Land Bank, vice pres-
'vat and director New Union Building Co., director National Bank of 
:

Corn-
director Industrial Morris Plan Bank, director Ohio-Pennsylvania Joint

, Lock Land Bank, director Detroit City Service Co., director Long Manufactur-lhe Co.

Clare H. Stearns, Kalamazoo; vice president and director First National
"Dank & Trust Co., attorney, director Merchants Publishing Co., director Kale-
tilli!oo Vegetable Parchment Co.
A. C. Stebbins, Lansing; vice president and director Capital National Bank,

a",oe president and director Capital Savings & Loan Co., vice president and
torector Young Bros, Realty Co.
,„ Dan C. Steketee, Grand Rapids; director Grand Rapids National Bank,
coin Steketoe & Sons.
Daul Frederick Steketee, Grand Rapids; vice president and director Grand
'ILDIfis Trust Co, partner Paul Steketee & Sons.

B. F. Stephenson, Detroit; director Union Trust Co., president, treasurer, and
director Troyak Lund Co.; secretary, treasurer, and director Robert E. Barber
Land Co.; pres:dent, treasurer, and director McCordie Construction Co.; secre-tary, treasurer, and director Seven Oak Land Co. and Eight Oak Land Co.;
President, treasurer, and director Stephenson Land Co.; president, treasurer,
114g_ director Stephenson Leland Co.
U. LeRoy Stevens, Port Huron; director nrst National Bank & Trust Co.,

attorney and director Dunn Sulphite Paper Co.
Sidney Stewart, Flint; director Union Industrial Bank, vice president Union

,todustria I Trust Co., president and treasurer the IV. F. Stewart Co., director
°oPerior Felt Products Co., director Flint C:tizens Loan & Investment Co.
Matthew Stoll, Niles; vice president and director City National Bank & TrustCo.

John E. Storer, Flint; vice president and director Union Industrial Bank.
, Edward T. Strong, Flint; director Union Industrial Bank, director Union
Industrial Trust Co., president, general manager, and director Buick Motor Co.:

president General Motors Corporation, president and director Modern
Housing Corporation and General Motors Institute of Technology.
Louis W. Sutherland, Kalamazoo; director First National Bank & Trust Co.,
"tesident Sutherland Paper Co., American Sign Co., and Kerston Radio Co.

John W. Symons, jr., Saginaw; director Second National Bank & Trust Co.,
President and director Symons Bros. & Co.
„ Louis J. Taber, Cleveland, Ohio; director Ohio-Pennsylvania Joint Stock Land
?stik, president Eastern Ohio Publish:ng Co., vice president Farmers & Traders
fe Insurance Co., director National Grange Liability Co., New York Joint

Iltor'k Land Bank, and National Grain Corporation.
B. E. Taylor, Detroit; director Union Trust Co., real estate.
Seneca V. Taylor, Detroit; director Michigan Industrial Bank, president and
rootor Concrete Steel Fireproofing Co., vice president and director All-Steelrroducts Co. and Seminole Properties Corporation.

...James M. Teahen, Detroit; director Michigan Industrial Bank, treasurer and
'director Detroit National Fire Insurance Co.

William W. Tefft, Jackson; director National Union Bank & Trust Co. vice
Drns:dent Fargo Engineering Co., president board of trustees Albion College.
Allan A. Templeton, Detroit; president and director Michigan Industrial Bank,

t,ice president and director Detroit National Fire Insurance Co., and Acacia Park‘..uotnetery Association; director Society for Savings, Michigan Mutual LiabilityO. and Title & Trust Co.
_Emil A. Tessin, Saginaw; vice president, trust officer, and director Secondrlational Bank & Trust Co.
John R. Thompson, Detroit; director Union Joint Stock Land Bank; presi-
ent and director Coldwater National Bank, Coldwater; director Wolverinee
ortland Cement Co., Coldwater; and director and trustee Investment Cor

Doration, Coldwater.
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John H. Tigchon, Detroit; director Jefferson Savings Bank of Grosse Pointe
Park.
John M. Toolin, Detroit; director Union Trust Co., president The Great

Atlantic & Pacific Tea Co., central western division, director The Weal'
Atlantic & Pacific Tea Co. of America (and subsidiaries).
Charles Trankla, Grand Rapids; director Grand Rapids National Bank, roan.

aging partner Charles Trankla & Co.
C. W. Treadwell, Detroit; director Jefferson Savings Bank of Grosse Poiot!

Park, owner C. W. Treadwell Co., owner and director Lincoln Park novel'
opment Co.
George W. Trendle, Detroit; director Union Trust Co. and Motion Picture°

Theater Owners of Michigan; vice president, general manager, and direotnr
Kunsky Theaters Corporation; vice president, secretary, and director Madison

Realty Co.; vice president, secretary, and director Strand Theater (Inc.)
Columbia Theater (Inc.), Adams Theater Co., and Cooperative Booking oilioes
(Inc.).

Luther S. Trowbridge, Detroit; director Guardian Trust Co. and Union 
Tide

& Guaranty Co., and Trowbridge, Lewis & Watkins.
Charles B. Tuttle, Detroit; director Union Trust Co. and National Bank o

f

Commerce; treasurer and director S. S. Kresge Co., S. S. Kresge Co. (Ltd.),
and Kresge Realty Co.; president and director Great Miami Realty CO
director Mount Clemens Pottery Co., Mortenson Mickelson Co.. Detroit C04
Service Co., and Universal Cooler Co. (Ltd.).
Paul J. Ullrich, Mount Clemens; director Union Joint Stock Land Bank'

Detroit, and Ullrich Savings Bank, president Macomb County Savings Nadi,

treasurer Mount Clemens Bath Co., director Detroit Fidelity & Surety Co.
C. J. Van Etten, Grand Rapids; director Grand Rapids Trust Co.. secretart

treasurer Blodgett Co. (Ltd.).
Sam L. Vreeland, Trenton; director Trenton State Bank and Farmers Mutual

Fire Insurance Co.
Harold L. Wadsworth, Detroit; vice president and director Michigan Indus;

trial Bank. treasurer and director Lewistown Oil & Refining Co., president ant'
director Wadsworth-Campbell Box Co. and Thermal Engineering Corporation;

vice president and director Holton & Co., American Box Supply Co., and Somer-

ville & Co.; treasurer and director C. W. Toles & Co., Century Oil Co., and
Northern States Oil Co.; director Regal Oil Co.
Harrington E. Walker, Detroit; director Union Trust Co. and National Trust

Co. (Ltd.) Toronto, president Huron Manufacturing Co., Garden Court RealtY
Co., Walkerville & Detroit Ferry Co., Walkerville Land & Building Co. (Ltd.),
Walkerville: Walkerville Securities (Ltd.), Walkerville: Walkerville Lumbet
Co. (Ltd.), Walkerville; Yorkshire Securities (Ltd.), Walkerville; and Border
Construction Co. (Ltd.), Walkerville; vice president Walkerside Dairy (Ltd.),
Walkerville; Walkerville Water Co. (Lt(l.), Walkerville; Walkerville Constrae-
tion Co. (Ltd.), Walkerville; and New Era Dredge Co. (Ltd.), Walkerville;
director, General Engineering Co., and Northward Mines (Ltd.), Toronto.
Hiram H. Walker, Detroit; director, Guardian Trust Co. and Guardian

Detroit Co.; president Hoskins Manufacturing Co., Walkerville Water Compall
(Ltd.), and Walkerside Dairy (Ltd.) ; vice president Walkerville Land & Build'
ing Co., Prince Edward Hotel Co., Walkerville-Detroit Ferry Co., and Walker
vine Lumber Co., and director, Garden Court Realty Co.
Lewis K. Walker, Detroit; vice president Guardian Detroit Union Gvoilf

(Inc.) ; vice president, secretary, and director. Guardian Trust Co.; and
director. Union Title & Guaranty Co.

William H. Wallace. Saginaw; vice president and director, Second National
Bank & Trust Co.; president and director, Michigan Sugar Co.; president Wal.
lace & Morley, Bad Axe Grain Co., Wallace Stone Co., and Bay Port Fish Co.
James L. Walsh, Detroit; vice president and director, Guardian Detroit Union,

Group (Inc.) and Guardian Detroit Bank; director, Bank of Detroit, Highlano
Park State Bank. Union Industrial Bank. Flint; Bank of Dearborn, McGracl;
Hill Publishing Co. (Inc.), Railway & Utilities Investing Corporation, ann
Cowan & Dengler (Inc.).

Charles Beecher Warren, Detroit; director, Guardian Detroit Union Groin)
(Inc.), National Bank of Commerce, Union Trust Co., and Warren, Hill
Hamblen.
Arthur T. Waterfall, Detroit; director, Union Trust Co.; capitalist; president

Redford Development Corporation and O'Donnell Land Co.; vice president anu
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Farfall Industries (Inc.) and Parker Auto Sales Corporation; and
" rector, Stout Air Services.
(ybudley E. Waters, Grand Rapids; director, Guardian Detroit Union Group

; chairman and director, Grand Rapids National Bank; vice president
',0(1.director, Union Joint Stock Land Bank, Detroit; director, Detroit Creamery

President and director, Klingman Furniture Co., Hackley-Phelps-Bonnell
and Furniture Exhibition Building Co.; vice president and director, Michi-

ta Bell Telephone Co., Hayes Body Corporation, and Grand Rapids Creamery
• ; and director, Grand Rapids Railway Co.
!Iiidley H. Waters, Grand Rapids; director Grand Rapids National Bank.
W. Lloyd Webster, Detroit; vice president, cashier, and director Jefferson

7• .'"ug5 Bank, Grosse Pointe Park, director Lochmoor State Bank, treasurer
'gm director Stanley Furnace Corporation.
Louis A. Well, Port Huron; vice president and director Federal Commercial
Savings Bank, vice president and treasurer Times-Herald Co.

. 
,
„ -"red J. Weiss, Flint; director Union Industrial Bank, Union Industrial
+rust Co.
,t Arthur E. Wells, Grand Rapids; secretary and director Grand Rapids
Illst Co.

C• harles E. Wetherald, Flint; director Union Industrial Bank, Union Indus-
Nil Trust Co., assistant manufacturing manager Chevrolet Motor Co., director
Mit Citizens Loan Co.
t, W. A. Wheeler, Detroit; director Michigan Industrial Bank, secretary Paige
'3ales Co.

,,,Charles E. White, Nibs; vice president and director City National Bank &
'Itst Co.
Stuart B. White, Niles; director City National Bank & Trust Co.

ha'alnes T. Whitehead, Detroit; chairman and director Highland Park State
hauk, director Guardian Detroit Bank, Highland Park Trust Co., Bank of
arborn, president Whitehead & Kales, Kales Realty Co., director Wider

'voodwar(l Land Co.
Justin R. Whiting, Jackson; director National Union Bank & Trust Co.,
‘jutiosel and director M•chigan Electric Shares Corporation and affiliated com-
Pulnes, Frost Gear & Forge Co., Riverside Forge & Machine Co.
„Rolland J. Whiting, Flint; director Union Industrial Bank, plant manager
sher Body Corporation.

• Matthew B. Whittlesey, Detroit; director Union Trust Co., president Detroit
Tlirquette Land Co., director National Grocer Co., Michigan Fire and Marine

itisurance Co., governor Detroit Stock Exchange.
liollin A. Wilbur, Cleveland, Ohio; director Ohio-Pennsylvania Joint Stock

/Pull Bank, director Central National Bank, vice president and director The
qVrrick Co., president and director Sun Investing Co., New York City; director
'au Crawford Realty Co.
pClarence E. Wilcox, Detroit; director Highland Park State Bank; Highland
Ittlz Trust Co., Bank of Dearborn, corporation counsel for the City of Detroit,

,sliiderson, Wilcox, Lacy & Lawson, trustee Children's Fund of Michigan. vice
Pres_ident Kales Stamping Co.
t, kierbert R. Wilkin, Flint, executive vice president, cashier, and director
-̀llion Industrial Bank.
t, 'Torbert J. Williams, Detroit; director Jefferson Savings Bank, Grosse Pointe
ark, president Dautrick Co., president and treasurer Herbert J. Williams(Ice.)

_William J. Willson, Port Huron; director First National Bank & Trust Co.,
s...1 estate.

t„ti• C. Wilmarth, Grand Rapids; director Grand Rapids National Bank, seere-
f!r1-treasurer and director Grand Rapids Store Equipment Corporation, secre-
ry and director, Tr -Art Printing Co., vice president and director, the Meas-
"r°_graph Co., St. Louis, Mo.

Lewis T. Willmarth, Grand Rapids; director, Grand Rapids Trust Co.
.e. E. Wilson, Detroit; director, Union Trust Co., vice president, General
4.0tors Corporation, director, Bendix Aviation Corporation, director Fokker
Aircraft Corporation of America.
1,, LeRoy S. Wilson, Port Huron; director, First National Bank & Trust Co.,
'( 4' president, Wilson Ice Cream Co., subsidiary of the Detroit Creamery Co.

i William Robert Wilson, Detroit; director, Bank of Detroit, director, Guard-
till Trust Co., chairman, Copeland Products Co., chairman, Great Lakes Air-
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craft Corporation, president, Allied Motor Industries (Inc.), chairman, Atari'

can Cirrus Engines (Inc.).
John G. Windiate, Flint; director, Union Industrial Bank, Union 

Industrie!

Trust Co., Mount Morris State Bank, treasurer, Windiate-Pierce-Davison

vice president and director, Flint Mortgage Co., Guaranty Title & Mortgage G°''
president, Mount Morris Building Co.
Dallas E. Winslow, Flint; director, Union Industrial Bank, Union Indwir!,,°1

Trust Co., secretary-treasurer General Parts Corporation, president, Dallas P.

WILIAM ( Inc. ).
Benjamin Wolf, Grand Rapids; director, Grand Rapids Trust Co., secreted

Northland Lumber Co.
James P. Wood, Cleveland, Ohio; director, Ohio-Pennsylvania Joint Ste°1

Land Bank.
Harvey T. Woodfield, Jackson; director, National Union Bank & Trust Cc':

secretary-treasurer and general manager, Hartwick-Woodfield Co, secreted

Wildwood Apartment Co. for
Clarkson C. Wormer, jr., Detroit; director Guardian Detroit Bank, dire-

Guardian Trust Co., president Wormer & Moore.
James T. Wylie, Saginaw; director Second National Bank & Trust Co., pre

dent Bliss & Van Auken Lumber Co., director Batchelor Timber Co.
W. H. Yeasting, Cleveland, Ohio; director Ohio-Pennsylvania Joint Stock La"

Bank, president the Commercial Savings Bank & Trust Co., Toledo, Ohio, dire

tor State Savings Bank, Woodville, Ohio, director Morris Plan Bank, Tole( 
Ohio, director National Bank of Port Clinton, Port Clinton, Ohio, president the

Commercial Building Co., Toledo, Ohio, president State Savings Bank, Mennen
Ohio, treasurer Toledo Travelers Life Insurance Co., Toledo, Ohio, trusty"

Flower Hospital, Toledo, Ohio.
George B. Yerkes, Detroit; vice president and director Michigan Industrie!

Bank, Universal Products Co., president Burton Building Co., vice presideel

Palmer-Woods Co., director Eureka Vacuum Cleaner Co., director Houseni°°,,
Spitzley Corporation, director Chester Heights Realty Co., director BUrt°'
Abstract & Title Co., director C. E. Jamieson & Co.
Mark V. Yost, Trenton; director Trenton State Bank.
L. A. Young, Detroit; director Union Trust Co., director National Bank °f

Commerce, president and director L. A. Young Spring & Wire Corporation,

L. A. Young Co., Lay Improvement Corporation, Tiffany Stahl Products (Inc."),:
L. A. Young Investment Co., Southwick Young Corporation, Star Serviet

Hanger Co.
Smith G. Young, Lansing; director Capital National Bank, President Young

Bros. Realty Co., Young Bros. & Daley, the Ballantine Co., Lansing Warehcafee

Co., Community Land Co., director Lansing Community Hotel Corporation.

The CHAIRMAN. I want to compliment you, Mr. Lord, on your
presentation of the case to the committee. I think it covers the 

sitution quite thoroughly.
Mr. Luce, do you desire to ask any questions?
Mr. LUCE. Just a few.
A paragraph on page 17 attracts my attention. It is about 00'

thirds of the way down the page:
The chairman suggested that it was entirely possible that certain recoel;

mended policies might be applicable to certain member-unit institutions all°
obviously applicable to others.

Would you go into that a little further to give us some illustrations
of certain policies
Mr. LORD. Mr. Luce, the average city bank loans an individual un

an unsecured basis very rarely. The country bank must do it. There
is an example of a policy which would apply in Detroit which would
not apply in a smaller community.
Mr. LUCE. Would that extend to the charging of different rates ef

discount
Mr. Lou,. Our unit banks determine their rates and other policies

for themselves. We have never attempted to direct them as to rates'
They fix them themselves as though they were unit banks.
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, Mr. LUCE. Would not the system of branch banking present a dif-
ferent situation?
Mr. LORD. I think it would. I think branch banking would mate-

,.11ally reduce the rates of interest charges in the smaller communities.
In our own group we have no very small communities.
, Mr. LUCE. Then we will set that down on the credit side for branch
bank inc?
Mr. auto. Yes, sir.
Mr. LUCE. Is the same statement applicable to the rate of interest

Paid to depositors on balances?
Mr. LORD. In our group we have some banks that pay 4 per cent

Oil savings and some that pay only 3. We have never disturbed their
old.-established rates. There are some cities known as 4 per cent
cities and some as 3 per cent cities, throughout Michigan.
Mr. LUCE. Is there any justification for that difference? •
Mr. LORD. I think where they are 4 per cent cities the customers, in

borrowing, pay the difference.
Mr. LUCE. I notice in the pamphlet, the annual report for 1929,

that there are listed, as a part of this organization, seven securities
companies. What is their function? That will be found on page 6
of the annual report.
Mr. LORD. Their function, Mr. Luce, is the purchase and sale of

Investment securities. The reason there are so many is that some of
the existing units had their own securities company.
The Bank of Detroit had its securities company.
The Grand Rapids National Bank had its securities company.
The National Union Bank of Jackson had its securities company.
The First National Bank of Kalamazoo had its securities company.
We have left those securities companies as small local institutions

tied into the parent institution.
Mr. LUCE. Am I to understand that the securities institution has

no other function than to buy and sell bonds and securities?
MT. LORD. Yes, sir.
Mr. LUCE. And that covers corporation notes?
Mr. LORD. Yes, sir.
Mr. LUCE. Is it not an economic waste to have seven different

organizations doing that
Mr. LORD. I should say it is.

LUCE. It has been alleged that securities companies affiliated
With banking institutions result at times in the purchase of—well, I
do not want to say "questionably," but less valuable securities than
Would otherwise be bought, by reason of the fact that if offerings
are not taken up no more offerings are made. How about that?
Mr. LORD. Applying it to our own group, Mr. Luce, we do not

force any of our securities offerings on any unit in the group. They
oan either take them or reject them. There is no question of pressure
Whatsoever brought upon them.
Mr. LUCE. Supposing your group comes to the conclusion that

Some industry or some locality is particularly promising in the way
of investment. Does this set-up warp their judgment at all in that
Matter

100186-30—vor.2, PT 9-8
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Mr. LORD. I do not think so, Mr. Luce. We do not lend money t° ba
our securities companies except on the same basis as outsiders; and, vo
in fact, I think we are a little bit harder boiled with them.
Mr. LUCE. There is that possibility, however, that the judgment

may be biased in this or that direction?
Mr. LORD. There is that possibility. 
Mr. LUCE. There is the further criticism—and I am not advancing ei

these criticisms as indicating the amount of weight that I am attach- $d
ing to them, but simply to fortify myself in answering questions.-- 11(
the general criticism is (the one that arouses the most apprehension 11
among most of the Members of Congress and in certain parts of the ca
country) that both of these systems, group and branch banking, ten!' v
to drain the money out of the smaller communities and take It v
into the larger centers where more profit is to be made of its use. al

How do you answer that?
Mr. LORD. I would answer that in this way, that we have several tl

cases where industries in such cities as Kalamazoo and Port Huron r
must, at certain times of the year, borrow more money than all dr
banks in those cities can give them. Instead of the Guardian Detroit
Union Group draining the funds from those cities, they are loaning
those industries money, rather than have them go to New York
or Chicago and centralize their business there.
Mr. LUCE. Won't you explain a bit about the mechanism of doing

that under a group system where you have maintained the individnai
units? Supposing more money is needed in Kalamazoo, for in-
stance: How is it secured—by recourse to a single bank in Detroit?
Mr. LORD. By recourse, in this case, to the Guardian Detroit Bank. 1

We have a loaning capacity, under the State banking laws, in the A
Guardian Detroit Bank, of $1,600,000, which is more than any indus- t
try in Kalamazoo needs at one time. a
Mr. LUCE. Frankly, to a layman, this looks like a cumbersome fornI r

of organization which would not stand the test of time. Do yen i
think you can hold out against branch banking? t
Mr. LORD. We have both branch and group banking, Mr. Luce.

We have 72 branches within our group right now. I think we can
hold out, if we keep them as units, against branch banking.
Mr. LITE. It looks to an outsider as though branch banking is a v

simpler way to meet the situation.
Mr. LORD. It is.
Mr. LUCE. And, of course, the simpler and cheaper form, in the (

long run, wins out. Is it possible that you may look upon group
banking as a step toward branch banking?
Mr. LORD. I think it is.
Mr. LUCE. That is all. I
Mr. WING°. I have been somewhat interested in the practical bene-

fits of your set-up. As I gather, you have three different provisions
in your holding company, through which the benefits of your holdinft.'
company are extended to individual units; that is, your advisory ana
your executive committee and operating committee. That is true,
is it?
Mr. LORD. Yes, sir.
Mr. Wnroo. "What do you understand are the benefits which yol!1*

set-up affords which can not be furnished by the individual unit
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banker or which your set-up can afford to a greater degree, both in
voltinie and in safety?
Mr. LORD. As against the unit bank?
Mr. 'WING°. Yes.
Mr. Loan. I think the greatest example that we have had in our

experience of the benefit of a group organization came when 20 or 22
1Ployees of the Union Industrial Bank at Flint stole a total of
.6O0,000 from that bank. We were fortunate in having as the
Lle.ad of that bank Mr. Charles S. Mott, vice president of the General
Aotors Corporation. Mr. Mott immediately put up the funds to take
care of that defalcation. Had he not done it, the group company
would have done it. The day after the defalcation was discovered,
we had 35 bank officers, tellers, and clerks in there running that bank,
411,1 without such support that bank would probably have closed.
, Mr. WINGO. That was but a repetition of what has been done more
tyan once by the Federal reserve 'bank at Kansas City in that ter-

Mr. LORD. The Union Industrial of Flint is a State bank.

M. 
WINGO. Mr. Mott did take care of it.

Ar. LORD. Yes.
M. WING°. And he was the president of a unit bank, and he took

'are of it.
LORD. He was the chairman of the board.

Mr. WINGO. But he was the head?
Mr. LORD. Yes, sir.
Mr. WINGO. The responsible head of the institution. But what I

was thinking about was a general benefit. Of course, the benefits of
a banking system are twofold: One is the service that is afforded to
the depositors and borrowers in the community in which it operates,
411(1 the other is the means of profit to the stockholders. Now,
measured by that, do you think that your set-up affords a larger
Ineasure and a greater degree of safety, both to the depositors and
to the borrower in the communities in which your units operate?
Mr. LORD. Yes, sir.
Mr. WINGO. Aside from furnishing a larger reservoir of capital.
I am wondering if the benefits you have in mind include the ad-

risory and operating group benefits.
Mr. LORD. I think they do.
Mr. WrNoo. As I understand your advisory group in your holding

corporation, that is the group that gives direct study to the general
Policies?
Mr. LORD. Broad policies.
Mr. Wriszoo. Broad policies, not only of your own holding cor-

Poration, but the broad policies that shall aid and insure the security
and the prosperity of each unit in the group?
Mr. LORD. Yes sir.
Mr. WINGO. And necessarily they have to consider the peculiar

problems that concern each unit bank?
Mr. LORD. Yes sir.
Mr. WINGO. And they, as well as the operating committee, have

to consider the operations of each unit; do they not?
Mr. LORD. The advisory committee do not go into the detailed

°Perations of the separate units. That is done by the operating
committee.
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Mr. WING°. You stated that your advisory committee concerned
itself only with the consideration of the broad questions which affect
the policy of the group as a whole. I interpreted that statement
to refer not to your holding corporation but to the individual unit5
that compose your group, and you used the word "group." it

iconcerns itself, then, with the broad questions which affect the polcy
of each unit of your group?
Mr. LORD. Yes, sir.
Mr. WING°. You further stated that the executive committee i"

limited in its activities to functioning in lieu of the board dung
the intervals between regular quarterly meetings for the purpose el
what I was discussing with you, but there is no use to pursue tha
further. In other words, it functions in the absence of your full
board.
Mr. LORD. We have a board of 48 members, and it sometimes i&

difficult to get 48 men together. •
Mr. WiNno. In other words, in the absence of the board, it simPlY

performs the ordinary functions of an executive committee?
Mr. LORD. That is right.
Mr. Wilsino. And it takes authority to act within the broad con-

fines of the general, well-known policy?
Mr. LORD. Yes sir.
Mr. WIN00. And then you went On and said that the operating

committee is intended to be the instrumentality to which the °per'
ating heads of the various unit members bring their day-to-dg
operating problems. I presume, then, that your operating eoi1.
mittee is your real committee?
Mr. Lola). Yes, sir.
Mr. Wprao. And your real agency whereby your local units

your local communities are benefited by your organization, other
than through that reservoir of capital?
Mr. LORD. Yes sir.
Mr. Wirroo. We will just eliminate that broad benefit which pti

claim through a larger reservoir of capital, and we will now speo
of the other benefits. I take it that the operating committee is the;
one that really has the practical working out of the extension 0;
these benefits, and I am interested in how that can be demonstrate°
as being true other than in theory, so I want to ask you this: YOu
say that they bring to that committee their day-to-day operating
problems; do you mean that they confine their advice, assistance;
direction and discussion with the local directors to the policies el
that local unit, or do they go into a discussion with them in order,
to aid them and advise them in reference to the actual detail&
operations of the bank?
Mr. LORD. More the detailed operations, and, in explanation ef

that statement, one of the first things that the operating committee
undertook was to educate the unit banks as to a proper credit file
and investigation of credit. If you have ever been in a country ban*
and tried to find a credit file, you have probably found out that it
is usually on the cuff of the president of the bank, and when the
personnel changes, it is almost impossible for a new officer to have
a complete and satisfactory understanding of the demands of the
credit situation

' 
and so they had a committee made up of variotio

members from the units, who studied the question of credit files
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1°rIn of unsecured notes, and form of collateral notes, and that
Nomittee turned its recommendations in to the operating committee
mid the units were given the privilege of accepting this information
ahtl studying it, and. I think most of them did.
Mr. WINGO. That is what you might call the mechanics of your

Ndit agency?
Mr. LORD. Yes, sir.
Mr. WING°. In other words, advising them how they could main-

?in accurate information, readily available, with reference to any
uepl)sitor or borrower?
olr. LORD. Yes, sir.
Mr. WINGO. Is that all? Do you not give any greater benefit?
us assume that here is a board of local directors that is dealing

With a local manufacturing concern, and a board of local directors
5re not satisfied as to their judgment with reference to the line of
credit to give to that particular established manufacturing con.cern;
would your operating committee or your advisory committee confer
/ttiL th your local board or with your local officers that are managing
,fle bank in fixing the amount of credit to be given to this menu-
oteturer ?

LORD. I should say that the operating committee, would secure
Ile information and data on that industry and on the particular
.°ropany, and it would be sent back to the local bank and the local
uoard of directors would then decide whether or not their bank
should lend this company money; and if so, how much.
Mr. Wilco°. That is your hypothetical opinion. In actual experi-

"cc, has your operating committee ever rendered any such service
°I' assistance to a local unit?
1, Mr. LORD. The operating committee as such has not, but our own
te,..dit department has frequently done so for the unit.
NI% WINGO. Here is the thought I had in mind: Here is your

getive vice president, or your cashier, or maybe the whole board., in
„sft ile local bank that s considering whether or not they shall extend
11, certain line of credit to, say, the ABC Stepladder Co., located in
loeir town. Do you know whether or not, in a case like that, the
_local bank, either through its cashier or managing vice president or
tu,t_her officer or its board, consults with your holding corporation, or
Be advisory committee or the operating committee?
„Mr. LORD. For the sake of speed I would say they would come
qtrect to the Guardian Detroit Bank and its credit department.
t Mr. WINGO. I am talking about your opinion about what might
"IIPpen ; I am asking you whether or not you have any knowledge in
:etual operation of such benefits as you ,contend in theory might
rw from your set-up to the local unit, whether or not such benefits
'lave been extended or such service has been rendered to them.
Mr. LORD. It has, many times.
Mr. WING°. Well, do you recall whether or not where a new busi-

ns was being started the question came up whether or not this local
pit should undertake to meet their credit needs, or whether or not
,,eY would undertake to send the request to a larger bank in the
oirent bank city or somewhere else, or whether or not they would
Itoidertake to act as their agents in procuring the larger line of credit
.4.'Pr them? Has such a situation as that, to your knowledge, prac-
tteally arisen and been passed upon by your group or organization
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and, if so, has it been the advisory board or the operating committee

that passed on it and extended help?
Mr. LORD. To my knowledge it has not happened in the case of a

new industry, but it has happened frequently in the case of estab-

lished industries.
Mr. WINGO. What benefit is your operating committee to the local

cashier or the local loan committee, say, of your board in determin;
ing whether or not the line of credit that they already had extende°
or the line of credit that they contemplate extending to a given
customer is wise? •
Mr. LORD. The operating committee is not necessarily made up 0i

credit experts. 'If the question came up of the credit of a corpora-
tion, it would immediately be referred to the credit department either
in the Guardian Detroit Bank or the National Bank of Commeree„
or the Bank of Detroit, or all of them, to find out and assemble al;
available information on that corporation. It would be referre°
immediately to credit experts rather than to operating men.
Mr. WiNoo. I do not know whether I have made myself clor'

I am not trying to get into any argument with you, but you hev,e,
given the theory and I want the answer, if you have any as a resin',
of your practical experience. Here is a little unit bank in one 01
your communities, and here is a proposed arid particular loan of
particular borrower; do you know whether or not that bank has ever
had the practical benefit of the assistance of the holding companY
on any such particular loan?
Mr. LORD. They have had the practical benefit and assistance of

other members of the group on those loans.
Mr. WINGO. I am not talking about a particular industry, such 0,

the automobile industry, or the plow industry, as to whether it
prosperous or not, but what I am talking about is this: When BI'
Jones comes into the local bank, has the question of Bill Jones's loan
and whether it is wise or unwise ever been considered at all by folY
part of your holding company?
Mr. LORD. There is a paper company in Kalamazoo that has need

at different times in the year for as much as half a million do1la0
or more in money, and it comes to one of our units, the First --C°-
tional Bank & Trust Co. That bank has a loaning limit of less than
$125,000, and we have loaned this paper company $250,000 for the
benefit of our unit in Kalamazoo.
Mr. WINGO. You Say " we "
Mr. LORD. The Guardian Detroit Bank.
Mr. WING°. But it is not your holding corporation?
Mr. LORD. No the holding company is not in the bankino. busine0i
Mr. WING:). Here is what I am trying to find out: r-In acti101

operation—not in theory—what practical benefit is there .here
strengthen the local unit bank, by advice, says in particular cases.'
and not in connection with general credit policies or the maintenance
of a credit file but in actual everyday operation—that either niale'
or breaks a bank or determines tile extent to which, it, will serve tile
community in which it is operating? In other words, wherein (1"&".
your concern in actual practice help the local unit; and is that 101'
in actual practice according to your experience and not your thew."
extended through' the advisory committee or through the operati"'
committee?

11
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Mr. LORD. What is your question?
Mr. WINGO. Here is what I am trying to get at: I want you to

forget the theory; I want your experience. Has your holding cor-
Poration ever been of any practical benefit to your local unit bank in
exercising its judgment and passing upon any particular loan?
Mr. LORD. It has been of very considerable benefit in handling for

the local banks, through other members in the group, loans for an
atilount larger than that which the local bank could handle.
Mr. WING°. I see. Do you do that through your operating corn-

toittee or advisory committee?
Mr. Loan. That goes through another unit in the group. You

ask, ed about the benefits; if the Kalamazoo bank were not a member
°I the Guardian Detroit Union Group, the Guardian Detroit Bank
Would feel no obligation whatever to take the excess amount of this
Per in.
Mr. WiNoo. But it would if it were a correspondent, would it not?
Mr. LORD. Not necessarily. It might take it if it were a corm-

sPondent, but it would be under no obligation to do so.
Mr. WINGO. My little touch with a few banks has shown me that

sometimes there are correspondents that are competing for business
of that kind which comes from the local banks.
Mr. LORD. But the first duty of the metropolitan bank is to its own

customers.
. Mr. WINGO. Then that operation does not go through your hold-
lot Company?

Loan. No, sir. The holding company is not in the banking
onsiness.
Mr. WING°. Your thought is that by reason of the fact that both
them are controlled by your holding corporation, naturally one of

J'em goes to the other when it wants a larger loan handled than
Be smaller bank can handle?
Mr. LORD. A request for the handling of a loan might come to me

'Is president of the holding corporation. I happen also to be presi-
oeut of the Guardian Detroit Bank. It goes to the holding corpor-
faitiion in that way, but it ends up in one of the unit banks, because
e holding corporation does not lend money. It is not in the bank-4ng business; it is merely a vehicle by which these banks in the group

ftre gathered in association together.
r Mr. WING°. So that is the service that your corporation has

11(lered where the local unit bank had an application for a larger
1'oe of credit than it was permitted to handle. But let us take
situation where the local bank is permitted to handle the loan.

us say that I am located in one of these small communities
"I('re you have the unit banks, and that I am a customer of thatIt bank and I walk up and ask for a loan of $10,000, which is
ithin the limit of that bank. The only question to be determined

18 Whether or not it is safe, whether or not they should give me that
1,,,ommodation. In your experience; has your holding corporation,7er given that local unit any benefit or assistance in determining
'oe course of the local bank in that situation?
Mr. Loan. The local bank would make its own loan; make its own

‘4ecision on the loan.
Mr. Wpm°. We have been told and we have found by observation

"Id some of us by experience that local banks are wrecked through.

1127
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improvident loans and not through corrupt practices or fraud. Noll
your set-up offers no protection whatever to the local communiti
against the wrecking of a unit bank by improvident loans, does it?
Mr. LORD. Yes; it does. We have two examinations a year.
Mr. WINGO. The presumption is that the examining authoritil

are efficient; that is a presumption of law, as you know, but,
course, they are not, and the same presumption of efficiency goes to
your examiners, but in practice you will find that your examinations
will sometimes fail and not be 100 per cent efficient. However, aside
from that examining supervision, there is nothing in your set-11P
that will give any assistance to the local community against the
danger of it being injured by the failure of a bank by reason of illy
provident loans, is there?
Mr. LORD. The holding company does not guarantee- the deposits

of the local banks.
Mr. Wiliao. That is not my question.
Mr. Loan. How can we give other assistance except management

assistance and advice as to the amount that they should loan on reg
estate or on other class of security?
Mr. WINGO. You just said that you did not give them any assist;

ance other than on the broad general policies, that on the individtia!
loans you give them absolutely no assistance. You just said thin
you did not.
Mr. LORD. The examinations point out the poor loans, just as the

national bank examination points them out, and the group compa1lY1
through its examining department, follow the criticized loans o
their own report to see that they are taken care of.
Mr. WING°. Who supervises that, the operating committee or the

advisory committee?
Mr. LORD. An officer of the group company, Mr. Patterson.
Mr. WINGO. Neither of the committees exercises control over hilly
Mr. LORD. He is accountable only to the board of directors.
Mr. Wpm. You have a more cumbersome set-up than I thought

you had.
Now, you say that you are absolutely not engaged in the banking

business
Mr. Loin). No, sir.
Mr. WiNoo. You have nothing to do with the operation of a local'

unit bank except as to the broad policies, broad advice, and the in'
quisitorial and supervisory powers over your examiners?
Mr. LORD. Yes, sir.
The CHAIRMAN. You are speaking now of the holding companY1
Mr. WING°. Of the holding company, yes.
That brings me down to this question: You were saying that re

were not doing a banking business, that you are simply a stoca"
holding company?
Mr. LORD. Yes, sir.
Mr. WiNoo. Then what is the justification for all of the expensed

of this extensive set-up, if you do nothing more than to give broa
general advice and have these examinations?
Mr. LORD. There is no additional expense except the expense 01

examination and the license tax of our corporation.
Mr. WING°. Do you not have any employees of your operating

committee?
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„ Mr. LORD. Outside of Mr. Patterson and his examining corps and
he secretary of the company there are no salaries paid by the group
etunpany.
Mr. WING°. You have no clerical force for the operating company?
Mr. Loup. No, sir. The talent that makes up the operating com-

,Tittee is contributed by the various units, and they are paid by
tueir own institutions. They are not drawing a salary from the
uolding company.
Mr. Wilco°. Then your operating committee does not have any
it of operation, with a stenographer, say, and a file, or anything
se; it is just made up of these different gentlemen who are the

leads of your larger banks, and they get together at intervals and
4̀scuss the situation? Is that what your operating committee is?
Mr. LORD. Putting it broadly, it is more or less of an educational

lepuulmittee to bring to the units the best practice, the best methodso ,
th as to operations and as to the acquisition of business, and ques-

"lues of investment of trust funds, questions as to income taxes, per-
nal and property taxes, and the operation of the buildings owned
uY the banks. It is more of an advisory committee.
1. Mr. WINGO. I am wondering how they do it. If at any of these
ittle gatherings a question of income-tax liability comes up, you
l'efer that to an attorney, do you not?
Mr. LORD. I was speaking of the make-up of the return.
Mr. WINGO. All right. Do you furnish employees to help the

4°cal unit banks in making up their returns?
Mr. LORD. Yes; Mr. Patterson's department, or the comptroller of

°Ile of the banks.
„Mr. Willa°. But Mr. Patterson's department is a department ofthe holding company, is it not?
Mr. Loup. That is correct.
Mr. WiNco. And it must have some stenographers and files?
Mr. LORD. Yes.
Mr. Wilcox). So that you do have some expense there, do you not?
Mr. LORD. Yes.
Mr. Wirroo. You are very careful to keep yourself in a position of

nut doing a banking business—I refer to your holding company?
Mr. LORD. We do not have the right under our charter to do it.

WINGO. I am wondering if there is anything else besides that.
'lave you any other reasons why in the statement which you read
NI were so careful to avoid any suggestion that you are engaged144, the banking business? Is it because you do not want to violate
Lue corporation laws of Michigan? Is that the sole reason?
. Mr. LORD. Under the laws of Michigan, state-wide branch banking
18 not permitted, and our corporation was organized solely for the
Purpose of owning the capital stock of banks and trust companies
Ilud other corporations, and we propose and expect to live within the
Powers of our charter.
Mr. Wilcox). I notice you have the opinion of the Attorney General

that you are not performing any of the functions of a bank. Have
3'011 any other legal opinion as to the legal status of a holding corpo-
ktion such as yours?
Mr. Loan. We, of course, had our own counsel's opinion before we

Went into it.
Mr. Warm,. You are not an attorney yourself, are you?
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Mr. LORD. No, sir.
Mr. WING°. And I assume you do not know whether he has anY

further opinions, but the real test, you can understand, as a laymen'
is not what you say you are but whether in reality you discharge anY
of the functions of banking.
Mr. Lotto. Yes, sir.
Mr. Wriktoo. Your idea of the functions of banking is the everydl

routine such as the discount of notes, the paying of checks, and suc'
as that. The General Motors Corporation is not in the motor-cu
business, according to your theory, is it
Mr. LORD. I do not recall the exact corporate set-up. They ha"

several units.
Mr. WINGO. The General Motors Co., according to my under'

standing—and if I am wrong in this there are gentlemen here wil°
will correct me—is a holding corporation that controls different cor-
porations, like the Buick Co., and that Buick Co. with its own set-11P
engages in manufacturing. So, according to your theory, the Gen'
,eral Motors Co. itself is not engaged in the manufacturing of aut°'
mobiles.
Mr. LORD. I think that is correct.
Mr. Wirtoo. It is purely a holding corporation?
Mr. LORD. I think that is correct.
Mr. Wirloo. It is no more engaged in the motor-car business than,

your corporation is engaged in the banking business. Do you 1101'
think that that would be news to Mr. Raskob and these other gentle-
men, that they are not in the motor-car business?
Mr. LORD. I do not believe that the United States Steel Corpora-

tion is in the steel business.
Mr. WINGO. In other words, according to your theory, taking

the banking business, the motor-car business, the steel business, anu
the dairy business—and, taking the Southern Dairy, I think theY
have a holding corporation—none of them is engaged in business
excepting as holding and controlling and directing? Is not the
greater part of the function of a bank the directing of that bank
by the directors and the directing officers? They are the ones that
engage engage in banking in my town; it is not the bookkeeper; it is not
the paying teller; it is not the note teller. We, the officers and the
directors, in my part of the country, are under the delusion or
illusion that we are engaged in the banking business, not these ena-
ployees of ours; and for all practical purposes your unit banks ar!
nothing but employees of your holding corporation in carrying 911'
•a general policy in actual banking in their particular communities;

Mr. LORD. The unit banks are no more employees of the holdin. 
corporation in our group than any unit bank is an employee of 1ts
stockholders.
Mr. WING°. So they are absolutely free to do as they please?
Mr. LORD. Absolutely. If you lived in Kalamazoo and had done

your business with the First National Bank & Trust Co. of Kalama-
zoo, so far as the conduct of your business before and after the
acquisition of the stock of that bank there was concerned, you would
not know that the group existed.
Mr. WINGO. What is your definition of a trade area?
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Mr. LORD. I have covered it in this way:
We feel at this time that group or branch banking should, so far as our own

,Ctivities are concerned, be confined to an area which, by the very nature of its
shrless and industries, is more or less dependent upon Detroit.

irk. WING°. Take the case of a wholesale dry-goods company at
nsas City; what is its trade area? Would you regard Texas as

lts trade area? I think Texas is its biggest area of distribution.
Mr. LORD. I should say that the trade area of such a concern should

ve Where the major part of its business is transacted. I do not know
Victlier a wholesale dry-goods business in Kansas City would go into
lexas, but I should say, offhand, that Dallas would take a piece out
of that trade area.
H.Mr. Wpm°. You have other people right in Detroit to take some-
Luing out of your trade area inside the city; that would not be the
vds..t as to whether you had an absolute monopoly?
T,Mr. Um No; but, following your statement, the trade area of
lietroit is the world, because their motor cai's are shipped all over
the World.
• Mr. WINGO. That is the point I wanted to get at. A trade area
Is rather a difficult thing to define, is it not?
Mr. LORD. I think it is very difficult.
Mr. WING°. You could not define it in a statute, could you? It
uld necessarily have to be left to a supervisory board or an

°facial ?
Mr. LORD. I would think so, unless you, instead of designating

tilde areas, want to take the Federal reserve districts. I think it
'1111st be made flexible and left to a supervisory board.

Mr. Wmoo. What would you do with a district like mine? Parts
°tIfi Iny district is or was in a Federal reserve district different from

at in which most of the rest of my State is located, as well a•.; my
eapi_tal city.
Mr. Loam I think there might have to be permission to overlap.

s Mr. WINGO. My district runs right along the State line, with the
',•,!Itte line as an arbitrary dividing line. You see where you get.
4°11 have never heard of any business—banking or dry goods or
gr,...oceries or anything else—that followed arbitrary political lines?

ivir. LORD. No.
(Thereupon the committee went into executive session, to resume

115 hearing at 2.30 o'clock p.

AFTER RECESS
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The hearing was resumed at 2.30 o'clock, p. in., at the conclusion of
"le recess.
The ACTING CHAIRMAN (Mr. Strong in the chair). The committee
Ill come to order.

STATEMENT OF ROBERT 0. LORD—Resumed

'lir. STRONG. You stated that the laws of your State do not permitState-wide branch banking?
Mr. LORD. Yes, sir.
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Mr. STRONG. Is that the reason you organized the holding Col"
pany ?
Mr. LORD. Yes sir.
Mr. STRONG. Then you purposely intended to do indirectly what

the law prohibited your doing directly, to quote a gentleman 
here

present?
Mr. LORD. I do not think so.
Mr. STRONG. Well, your laws prohibited it and you say you create&

the group to evade the law. Now. is not that a correct statement?
Mr. LORD. We created this holding company and gathered together

this aggregation of banks which serve or feed into Detroit.
Mr. STRONG. But you said you did it because you can not indulge

in State-wide branch. banking?
Mr. LORD. I also stated that if we could do state-wide branell

banking, I doubt if all the units would be taken in as branch banks,:
Mr. STRONG. But you got up this organization because you can TO

indulge in state-wide branch banking?
Mr. LORD. We got it up in order to own the Highland Park State

Bank, and we had to do that to have a holding company.
Mr. STRoNo. In order to evade the law of your State. How mug'

banks were in the original group?
Mr. LORD. Our original group before there was a holding cog'

pany constituted the Guardian Detroit Bank, the Guardian Trust
Co., and a securities company, the Guardian Detroit Co.
Mr. STRONG. Three?
Mr. LORD. Yes, sir.
Mr. STRONG. And you exchanged your stock for the stock of the

holding, company?
MT. LORD. Yes sir.
Mr. STRONG. Who passed upon that exchange of stock?
Mr. LORD. Our counsel, Mr. Henry E. Bodman.
Mr. STRONG. I mean the value of one stock for the other—NO°

passed upon the number of shares of stock of the holding compaq
you would give for the stock transferred to it?
Mr. LORD. Are you speaking of the original group?
Mr. STRONG. I am speaking of the original group; yes, sir.
Mr. LORD. Tile board of directors of the banks.
Mr. STRONG. 1Vhen you take in another bank, who passes upoo

that?
Mr. LORD. The board of directors of their bank and the board of

directors of the group company.
Mr. STRONG. They do not have an opportunity to pass upon the

number of shares they shall receive for the number of shares the,'
are to contribute to the holding company from the banks without
the consent of your group, then?
Mr. LORD. No, sir; it is by mutual agreement. However, no stock*

holder, by any action of the board of directors in the unit bank, 010
be forced to exchange his stock. It is a purely voluntary act 0°
the part of the stockholders.
Mr. STRONG. They can not be forced?
Mr. LORD. No, sir; he can retain the stock.
Mr. STRONG. And not take stock in the holding company?
Mr. LORD. Absolutely.
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MT. STRONG. How does he become a member of the group?
_ Mr. LORD. By consent of the stockholder, voluntarily. In the
% of the Bank of Detroit, there have been 12 shares never ex-

en,anged.
L's' the case of the Grand Rapids National Bank, there were 25
Snares.
„ In the case of the First National Bank & Trust Co., of Kalamazoo,
there are 109 shares outstanding.
Mr. STRONG. But the majority of the shares were taken in?
Mr. LORD. Yes, sir.
Mr. STRONG. And if you control the majority of the shares, you

Control the bank?
, Mr. Loam But the stockholder has the same rights as before, if he
"es not want to exchange the stock.
Mr. STRONG. Even if he does not want to exchange the stock,

enough have exchanged the stock to make a majority and that is
Control?
Mr. LORD. Yes, sir.
Mr. STRONG. You do not need the odd shares?
Mr. Loan. That is correct.
Mr. STRONG. What did you do to induce the other banks—how

''any are in the group now?
-Mr. LORD. Twenty-seven.
Mr. STRONG. Have they any branches?
Mr. LORD. Included in those 27 banks are 102 places of business.

That would leave 75 branches.
Mr. STRONG. There are 102 banks or places for business in your

group ?
Mr. LORD. Yes, sir.
Mr. STRONG. What inducement was held out, if any, to get them

to Join?
Mr. LORD. The offer of shares of the group company stock.
Mr. STRONG. Are any banks ever coerced?
Mr. LORD. No, sir.
Mr. STRONG. The reason I am asking you these questions is

'Depause I received a letter in the morning's mail from the Minneap-
°Its Council of Agriculture. The writer sEtys, in referring to a like
statement made by Mr. Wakefield and Mr. Decker:

It is the opinion of the writer that if an investigation was made and an
;lamination held into the methods used by the First National Bank and the
arthwestern National Bank in acquiring control of various banks now consti-

lating their group, that red-blooded American citizens, having pride in the
nronesty of the banking institutions of the country, would bow their heads in

Mr. WINGO. What is the gentlemon reading from?
Mr. STRONG. I am reading from a statement, something sent to

the committee by the Minneapolis Council of Agriculture.
This indicates that the group banks of Minneapolis and St. Paul

Toreed some of the smaller banks in their territory to join their
.37stem. Was anything of that kind done in your group?
Mr. LORD. No, sir.
Mr. STRONG. Mr. Wingo was asking you a line of questions, and

Your answers indicated you did not think the holding company was
in the banking business?

1133
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Mr. LORD. No, sir; I do not.
Mr. STRONG. If any investments were made by any units in yo"

group that caused the examiner to report that they were irregular
and not in line with proper banking, would the officers of your grog
be called upon to explain them?
Mr. LORD. I would say not. The officers of the particular institu-

tion would be called upon to explain. No officer of our group Ila';
ever been called on to explain or discuss, by a State or National
bank examiner, any report.
Mr. STRONG. Have some of the examiners called upon your banl'

to make explanations of loans and investments?
Mr. LORD. Of our unit banks?
Mr. STRONG. Yes.
Mr. LORD. Yes, sir; certainly.
Mr. STRONG. But your holding company took no part?
Mr. LORD. We were not called upon by the examiner.
Mr. STRONG. And they took no part?
Mr. LORD. NO, Sir.
Mr. STRONG. But you could imagine there might be cases?
Mr. LORD. If a serious situation arose, I imagine the group cow-

pony might be called upon to help.
Mr. STRONG. Why, if they were not in the banking business. coil1.

they be called upon?
Mr. LORD. In time of trouble, I think every agency should be

called in to help.
Mr. STRONG. An agency not connected with the banking busine-=

would not be called upon?
Mr. Lois). Frequently other banks are called upon to help when 5

bank is failing.
Mr. STRONG. They might be called upon to take some paper Oa

put up some money, but they are not called upon for an explanation

of the loans and investments?
Mr. LORD. That is correct.
Mr. STRONG. But you think your group might be so called upon?
Mr. Lou,. To explain investments?
Mr. STRONG. Yes.
Mr. LORD. No, sir; I think the local directorates are responsibly
Mr. STRONG. But you will admit that the Comptroller of the Cur-

rency might ask your group for an explanation?
Mr. LORD. I do not know what he might do, but we would be g13(1

to help out if we could.
The CHAIRMAN. Is there any difference between your group. ns

stockholder, and the individual as a stockholder?
Mr. LORD. Not the slightest that I can see.
The CHAIRMAN. The same relationship exists between your gronl)

as exists between the stockholder and any bank?
Mr. LORD. Yes, sir; absolutely.
Mr. STRONG. But there is this difference, that the group hol

control of the shares of the banks?
Mr. LORD. Yes, sir; that is true.
Mr. STRONG. And can dominate them?
Mr. LORD. Ye_ls sir; can dominate them.
Mr. STRONG. You still think they are not in the banking busines'
Mr. LORD. NO, Sir.
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„ Mr. WINGO. I forgot to ask you one question. Mr. Strong, will
0:41 ask him this question at this point—what business

i
 do you con-

tend you are in; what classification would you give t,. if you had to
answer some of these census or other comparable queries? 
Mr. LORD. We are operating under the general corporation lawsof the State of Michigan as a holding company.
Mr. FENN. There are some of us, Mr. Chairman, who are waiting
ask questions.
11,r. Wmoo. I will withdraw the other question I had in mind.
Mr. STRONG. Do you also accept in your group only, such banks as

'Ire making money?
Dir. LORD. Up to date, we have accepted only such banks as are

Inaking money. We have had innumerable banks come to us and
ask to betaken into the group.
Mr. STRONG. Then, your group banking does not provide a way to

LO away with the weak banks of the country. The statement has
veen made here that branch banking will eliminate the weak banksO f the country. Your group banking does not propose to do that?
Mr. LORD. If all of the banks of the State of Michigan were in

strong groups or strong banks, I would say that the weak banks
WfAild be eliminated.
Mr. STRONG. But you will not let the weak banks into your organi-

AzatInn. That being so, how are you going to take care of the weak
Ones? You say you are only taking in those that make money?
31,r• Loan. That is correct.
41r. STRONG. And the weak bank has no chance to get into the

SYStem ?
,11,r. LORD. Unless we want to take them in.

• 'Ur. STRONG. That argument, then, does not apply to group bank-
int-that it will help the weak bank?

•wir. LORD. It applies to the community in which we are operating
tIrld to the institutions we own. We can not own all of the banks.
Mr. STRONG. You say you did not admit any except those that

,..'ske money. The weak banks have no haven of refuge in your0011p?
Mr. LORD. Do you think they should have?

wikr• STRONG. Do you not think some system should be devised
„.Liere the people in the country should be served with banking facili-
'les and should have such facilities?
st 4r. LORD. I do not think there should be any law requiring a
ong bank to take in a failing institution, whether a bank or other-wise.

i kr. STRONG. Do you think we should allow banking to fall only
0140 the hands of the strong institutions and the weak banks be leftUt in the cold so that there would be people with no banking

tcAr. LORD. After all, in any kind of business, it is the survival of21e fittest and the weak ones will fail, whether they are in the auto-
bile business, in the dry goods business, or in the banking business.

a Mr. STRONG. Then you think there is no difference between the".overnment's charge of banking and the automobile business?
LORD. So far as the weak and strong are concerned.

-qr. STRONG. You think the Government ought to sit idly by andQt you form strong groups and fail to take in the small communi-
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ties of the country that need banking, and build up your grour
and let the others fail?
Mr. LORD. I think the Government should allow the strong grouP

to go into communities where there are weak banks, so that the eaal
munities can do business with the strong. banks.
Mr. STRONG. Is there any one interfering with your taking ore

the weak banks? You do not let them in your system.
Mr. LORD. We do not want them.
Mr. STRONG. You control the clearing house in your

you not?
Mr. LORD. Our group?
Mr. STRONG. Yes. 

city. d'

Mr. LORD. No, sir; the Detroit Bankers Co. have greater resource

than we.
Mr. STRONG. Are they also a banking group?
Mr. LORD. Yes sir.
Mr. STRONG. 

Yes,
are the little banks in the small communit_..,i6

going to do if your groups control the banks in the city? They 5v
pretty nearly forced out of business, or have to join your grouP,
they not?
Mr. LORD. There are small independent banks in Detroit mak°

money.
Mr. STRONG. But in the small communities are they not Or

barrassed because you control the banking in Detroit?
Mr. LORD. No, sir; the little bank would not get any business

Detroit any way if they are out from Detroit, whether we have
group or whether the Detroit Bankers Co. have a group.
Mr. STRONG. You do not think the little bank out from Detrail

would be embarrassed in any way from the fact that, in Detroit allt ue
in the other cities of your State, your different groups control
banking business
Mr. Lola). Not the slightest.
Mr. &norm. How many banks in this group of yours are brancli

banks?
Mr. LORD. Do you want me to read them or count them? The Citi

National Bank & Trust Co. of Battle Creek has 1 branch.
The National Bank of Commerce of Detroit has 20.
The Grand Rapids National Bank has 8.
The National Union Bank & Trust Co. of Jackson has 1.
The Capital National Bank of Lansing has 1.
The Second National Bank & Trust Co. of Saginaw has 1.
The Bank of Detroit, of Detroit, has 20.
The Union Industrial Bank of Flint has 9.
The Highland Park State Bank has 7.
The Federal Commercial & Savings Bank of Port Huron has l•

The Union State Bank of Dearborn has 2.
The Jefferson Savings Bank of Grosse Pointe has 1.
Mr. STEVENSON. That totals 75
Mr. Loan. Yes sir.
Mr. STRONG. Are there any chain banks in your group?
Mr. LORD. How do you define a chain bank
Mr. &norm Where one or two men own a bank. They may ri

your group?
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:Ir. LORD. No, sir.
21r. STRONG. I think that is all.
The CHAIRMAN. Mr. Brand, it is your turn.
Mr. BRAND. I yield to Mr. Fenn.
Mr. FENN. I have only one or two questions to ask. You said, Mr.

kiord, that Michigan did not allow branch banking?
LORD. Not state-wide but within the municipality.

alr. FENN. Yes. Now, you said to Mr. Strong, in reply to the
tliterrogatories he directed to you—it seemed to me your rather agreed
t?i.his statement, as I listened to your answer—that you had formed

1,8 group in order to evade the laws of the State of Michigan?
4k- LORD. I did not agree to that statement. He took it for

granted. We have never intended to evade that law.
Lt'tr. FENN. I took your answer the same as you have explained it.
eft me ask you a little about the stockholders of this organization
ti Yours. Is the stock in these banks which make up your associa-
fj°11 Owned by the stockholders of the respective banks or owned by
qei.association?
e 31r. LoRn. Owned by the Guardian Detroit Union Group (Inc.),
l e.pt the directors' qualifying shares.
vr2ar. FENN. Just the directors' qualifying shares?

LORD. Yes, sir.
4r. FENN. When you make an issue of stock—I understand you
r,e capitalized at $50,000,000, but you have issued $32,000,000 
'Ir. LORD. Between thirty and thirty-one million.

b leilk• FENN. In what way, if you see fit to issue that treasury stock
auce that is in your treasury—the unissued stock—how do you get
at out? Is that issued for the purpose of taking in other banks
uu see fit, or issued to the general public?

b if%

' 

LORD. It may be issued for the purpose of taking in other
13440 in which case, upon a three-fourths affirmative vote of the
ootardof directors of the group company, it can be so issued without
Ping it to our stockholders.
, if it he issued for cash and the cash should be used for any other
rourPose, or buying other banks for cash, then it is necessary for us
,offer the stock first to our own stockholders.

FENN. By your own stockholders, do you mean individuals or

ifkr.LORD. Individuals.
."1r. FENN. Then it does go to individuals?

VII% LORD. Absolutely. I thought you were speaking of the unit
1,741de. The stock of the group company is owned largely by indi-
ldUals.

therrhe CHAIRMAN. You spoke this morning of the stockholders of
holding group agreeing to the double liability.

14„r. LoRn. Yes, sir; it is in the certificate.b.,ne CHAIRMAN. So when your group owns the stock of a national
tii`lukt for instance, your holding group assumes the double liability

le_provided for?
r. LORD. It is not only in the certificate, but in the charter.
r. LErrs. Not the holding group?'

'Ir. LORD. The holding company.
100136-30—vol. 2, PT 9-9
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Mr. LErrs. I understand from this, your stockholder has a Pr
rata liability, according to the liability for the entire holdings of tne
holding company?
Mr. LoRn. That is correct.
Mr. FENN. May I pursue my interrogation, Judge Letts.
In your list of stockholders given, there is a schedule of percentages

and number of stockholders, we will say, of New York. I presulne
that applies to New York City.
Mr. LORD. Yes sir.
Mr. FENN. And then there is the eastern part of the country, ni'd

other sections. You have given it all very clearly in your historY
there. So I take it that these are individual stockholders of the
group company
Mr. LORD. Yes, sir.
Mr. FENN. Then, can that stock be bought and sold on the el'

changes, or disposed of by the individual owner as he sees fit an"
when he sees fit
Mr. LORD. At any time.
Mr. FENN.. This is a little different from the northwestern and

the other banking group in Minneapolis. There the banks making up
that group, as I understood it, transferred their stock to the grouP
center, and the group center owned the thing, and there were n°
private stockholders or personal stockholders or individual stocic
holders. But in your case the individual stockholders own their 5ter,1
and can transfer or sell it or dispose of it as they see fit.
Mr. LORD. Of the group company, and the group company, in tan,

owns all or practically all of the stock of the unit banks.
Mr. FENN. And gets it in that way?
Mr. LORD. Yes, sin
Mr. FENN. What would be your course in case one of your bat°

became unfortunate, either through bad investments or lack of proPere
management, or for any other reason and, in the phrase of tb
street, fell down? What would you do in that case if you had
bank of that kind that was going to smash or had gone to smash?
Mr. LORD. The group company would put up cash to make 1'

good.
Mr. FENN. Would put up the cash to make it good?
Mr. LORD. Yes, sir.
Mr. FENN. Is that provided for in your articles of incorporatioal
Mr. LORD. It is not provided for, but that is the law of self'

preservation.
Mr. FENN. I see that you have a couple of joint-stock land WO

in your group ownership.
YMr. LORD. es, sir.

Mr. FENN. Are they subject to the same surveillance and supe'
sion that your other units are?
Mr. LORD. They certainly are.
Mr. FENN. How did you happen to go into the joint-stock 10'1

banks?
Mr. LORD. The "Union Joint Stock Land Bank—
Mr. FENN. There is another bank of that name in Cleveland?
Mr. LoRn. Yes, sir.
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was organized by the Union Trust Co. of the Detroit group.
_.(nat bank has been in existence for a great many years, and has been
Aerated and controlled by the same crowd.
.34r. FENN. In this double liability of yours, does that apply to
otate banks the same as national banks?
Mr. Lon.. Yes, sir.
Mr. FENN. Is that the law of Michigan?
34r. LORD. Yes, sir.,,

a FENN. I ask that question because some States do not have
meuble liability for their State organizations.
Mr. LORD. Michigan has.
Mr. FENN. I think that is all.
Mr. STEVENSON. I only want to ask one or two questions along the

aue Mr. Fenn was speaking about. When a bank of your group,
_14tat he was asking about, goes bad, you say it is up to the group corpo-
ration to make it good? There is no legal obligation to make it good?
Mr. LORD. None except the double liability of a stockholder.
kr. STEVENSON. Any stockholder owes double liability?if
nr• LORD. Yes, sir.

„ Mr. STEVENSON. In your argreement I understand that liability is
"ssittilmed by the stockholder in the holding company?
4̀1,1'. LORD. Yes, sir.

STEVENSON. You take it out of the stockholder in the group
''''41Pany and put it over in the till of the weak bank?
„Mr. LORD. Mr. Stevenson, before an assessment would be levied on
èue stockholder of the group company, the resources of the group
°rIllipaily would be used.

STEVENSON. Of course.
LORD. To protect any failing bank.

'-1̀r. STEVENSON. At least you would go far enough to see if it was
ei,eessary to levy an assessment?
f-;.r. LORD. Yes, sir.

tcwir. STEVENSON. The assessment would be levied by the State au-
49...rities on the stockholders of the group company?
air. LORD. Yes, sir; or by the national authorities in the case of a
ational bank.
kr. STEVENSON. Have you any authority for levying the assess-trie„ la, or is it merely a matter of contract between the stockholder
the group company?

h P. LORD. I should say it is a matter of contract with the stock-
orier of the group company, inasmuch as that provision is a part

.,,,the stockholder's certificate.

.wieo r. STEVENSON. It is part of the contract; yes, but it is purely a
ttractual and not a statutory liability.

Mr. 
LORD. That is the way I understand it.

'qr. STEVENSON. The liability on the holding company, however, is
statutory liability in Michigan, as I understand it.
Mr. LORD. The holding company takes the place of the individual

the Knolder and there is the further protection that the stockholder of
1,holding company assumes that liability.
v11'. STEVENSON. That is all.
Mr. Wnroo. While I think of it, is there anything in the record
Show what State your corporation is incorporated under?
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Mr. LORD. Under the laws of Michigan.
The CHAIRMAN. Mr. Beedy, you are next.
Mr. BEEDY. Of 

course, 
I can not ask any questions, because I did

not hear the original statement.
The CHAIRMAN. Mr. Letts, you are next.
Mr. LErrs. Mr. Lord, can you tell us how many banks you have ill

the State of Michigan?
Mr. LORD. We have 27 banks and/or trust companies.
Mr. LErrs. I do not mean your group.
Mr. LORD. How many there are altogether?
Mr. LErrs. Yes.
Mr. LORD. I can not answer that question.
Mr. LErrs. Do you happen to know how many national bani°

there are?
Mr. LORD. No; I do not know. I can give you the total resources,

but not the number of banks themselves.
Mr. LErrs. Then tell me how many banks there are State and

national, in the city of Detroit, including branches. How mall
banking places or banking offices are there in the city of Detroit?
Mr. LORD. I can not tell you that; they have been closing branches

so rapidly.
Mr. LErrs. You can approximate it, of course.
Mr. Loan. I should say that there are, including our own group

between 250 and 275 places doing a banking business; probahl
nearer 300.
Mr. LErrs. How many banks do you have in your group in the

city of Detroit?
Mr. Loan. We have the Guardian Detroit Bank, National

of Commerce, Bank of Detroit, Michigan Industrial Bank, Uni°'
Trust Co., and the Guardian Trust Co.;and the Guardian Trust et
and Union Trust Co. have been consolidated into the Union Guar'
ian Trust Co., a single institution.
Mr. LErrs. Are there other banks there as large and as strong ss

these?
Mr. LORD. Yes, sir. In the metropolitan district of Detroit, t„h8

Guardian Detroit Union group represents deposits of about $290,-
000,000; the Detroit bankers group represents deposits of approgri
mately $560,000,000; and miscellaneous banks represent deposits
approximately $165,000,000.
Mr. LErrs. I notice in your statement that on March 27 just past,

your group controlled 2 joint-stock land banks, 9 security CO'
panies, and 1 title guaranty company, as well as 2 building c0,113,1,
panics and 1 safety deposit company. Tell us what these secur".
companies are.
Mr. LORD. The security companies are the Bancdetroit Corpnrg:

lion, which was a subsidiary of the Bank of Detroit, having a cat
tal stock of $1,000; the Guardian Detroit Co., which is a securitir;
company, having a capital stock of $5,000,000; the Guardian Holdine
Co., which has a present capital of $1,000,000; Keene-Higbie & C°:
having a capital of $1,000,000; Grand Rapids National Co., havinCi
capital of $40,000; Union & Peoples Co. of Jackson, with a can
of $70,000; the F. N. B. Securities Co., Kalamazoo, with a capital oi
$150,000; and the Guardian Detroit Co. of California, with a capitll
of $10,000.
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Mr. LErrs. Were all of these security companies in existence at the
''rne your group was started
Mr. LORD. Yes, sir.
Mr. Laws. Were they affiliated with some of these companies that

are now in your group?
Mr. Loan. They were all affiliated when our group was put

Eopther.

Mr. Laws. With some one or other?
Mr. Loan. With one or another.
Mr. LErrs. What is the nature of the business done by these com-

panies?
Mr. LORD. The purchase and sale of bonds and investment stocks.
Mr. LErrs. Now, coming to the title .guaranty company, is that the

°IllY title guaranty company in Detroit?
Mr. Loan. No, sir.
Mr. LErrs. How many are there?
Mr. LORD. There are two.
Mr. LErrs. Is this a strong company, or an old company?
Mr. LORD. Yes, sir; it has been in business for quite a number

°f Years.
Mr. LErrs. You mentioned two building companies. What busi-

ness do they engage in?
Mr. LORD. Those corporations are merely corporations for the pur-

l'ose of owning the bank buildings, which are office buildings.
,Mr. LErrs. They do not deal in real estate?
Mr. LORD. No, sir.

L. Mr. LErrs. I suppose that this safety-deposit company does the
of business that its name indicates?

Mr. LORD. Yes, sir.
I, Mr. LErrs. Do you see a possibility of controlling many lines of
uusiness that are not banking in nature?
Mr. LORD. I do not see any possibility of controlling them; no.

4.11ese securities companies are in business to buy and sell invest-Inents.
Mr. LETTS. I see on page 13 of your statement that you mention
one of the advantages to be gained by the group system the fact

r‘ulat the group provides contact with innumerable types of business
grld cooperation in developing new business for clients.
Just what do you mean by that?
Mr. LORD. We have on the books of the Guardian Detroit Bank

1„great many accounts of steel corporations all over the country.usY want contact with the manufacturer and the users of steel,
,nd we can give them that contact. We can not sell their goods, but
ws can open doors for them.
Mr. LErrs. Can you close doors for them? That is the thing I
interested in. Do you see any real danger that groups may close

"go doors of industry?
Dir. LORD. No, sir.

v_Mr. LErrs. In other words, one of the fears that I have is thatp groups may become so strong that it may be practically impos-
°le for men going single handed and alone to finance their affairs
4'11.ss they submit to the will of those that control the banking
Policies of the community.
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Mr. LORD. Mr. Letts, I do not know of any bank, in the years
have been in them, that has not been willing to loan to an individual
or a corporation where that individual or corporation is entitled t°
credit. A bank must prosper on service to its customers.
Mr. Lrrrs. Is there such a thing as favoritism at times?
Mr. LORD. Not in our institutions.
Mr. Lrrrs. Very often there is quite distinct rivalry between ea,'

terprises in the same line of business, and it is quite conceivabl
that one might prosper because of the favoritism that is extendu
to him by those in control of banking, to the detriment of the other.
That is true; is it not?
Mr. LORD. It is possible, but not probable. We can not in 01:

banking business take sides, favoring one customer as aga.
another, so long as pur relationship with both customers has Dee"
a satisfactory one.
Mr. Lrrrs. In reading a prospectus of, I think, the Transamerica

Corporation, or perhaps it was a statement by the Los Angell
Board of Trade in a report that they had made covering the state
the operations of that corporation and its possibilities, it was sal
that they would have the opportunity to divert large quantitil
of business to their companies, and illustrated that by saying ths
they could divert tremendous amounts of insurance to their vise
ance company, which is one of the industries that they further'
Do you see any danger in that policy?
Mr. LORD. There might be, although I am not close enough to that

to know.
Mr. LErrs. You have been in existence about 10 months?
Mr. Loan. As a 

'
-(Troup; yes.

Mr. Lrrrs. As aholding company?
Mr. LORD. Yes, sir.
Mr. LETrS. Directing the policies of the banks under your control?
Mr. LORD. Advising with the banks.
Mr. LErrs. Yes, of course; but you expect that advice to be ac"

cepted ?
Mr. LORD. It is not always accepted.
Mr. LETTS. But it is natural that it would be?
Mr. LORD. It is listened to.
Mr. LErrs. Yes

' 
of course; it ought to be.

Well, 10 months is not a very long time; and, yet, no doubt, bed'
cause of the success with which you have met, you are looking ahC
Are you thinking of other possibilities than banking? Have Y.t
ever considered the possibility of an insurance company—fire, 1''
or accident?
Mr. LORD. We have, and discarded it.
Mr. LErrs. Why did you discard it?
Mr. LORD. Because it is quite apart from the banking business. a
Mr. LETTS. It was said in this report of the Los Angeles Boar,

of Trade that the Transamerica Corporation expected to handle rea,':
estate transactions in the State of California. I do not pretend 

ci 
ro

quote from it, but I think that is the substance of it; and they f
have a company that depends upon commissions from the sale °
real estate and on making trades.
Have you thought of a possibility of that kind?
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'• LORD. We have, and we felt that the outside broker can do
better than we can when it comes to the sale of real estate, and

L e only real estate we own (except our buildings) is what we may
4aVe to take under foreclosure.
hMr. LErrs. Is it your policy, then, to limit your operations to the
tling of bank stocks and the developing of banking policies?
air. LORD. Yes, sir; so far as the group company is concerned.
kr. ',Errs. I am speaking of the group company.
Afr. LORD. Yes, sir.

k Mr. LErrs. You say that yours is a mixed condition, group and
"r.,,anch ?

air. LORD. It is a group of branch banking institutions.
Mr. LErrs. But not entirely?
Mr. LORD. Not entirely; no. There are some without branches.
Mr. LErrs. Now, I suppose that Detroit is the banking center of

31°,11r State?
Nix. LORD. Yes, sir.
Mr. LErrs. And naturally you have an interest in the smaller

°ralunities of the State; you would like to see the smaller corn-
'Intuties provided with suitable banking facilities?

Mr. LORD. Yes, sir.
LErrs. I understand that it is your judgment that those facil-

tits can be furnished best by going to the branch system?
41,r. LORD. Yes, sir.

f Mr. LETT& In other words, you think that the strong banks which
211n. your group could render a better service to the varied corn-

of your State if they were permitted to establish in those
cgninunities branches which would approximate the needs of the'°011,_n unities I
!SI% LORD. Yes, sir.
2:1r: ',Errs. Do you feel that this policy is one which will destroy

11411;vidual initiative?
ant LORD. No, sir.

Poration ? 
Are you speaking of the person or the cor-

k,r. LErrs. I am speaking of persons now.
Ftr. LORD. Far from it.
_r. ',Errs. Can it do other than to encourage initiative within

t'ur group ? It would destroy competition without the group, would+4 not ?

b Aft. LORD. I think it would encourage initiative within the group.
!linking talent, banking brains, are scarce, and the opportunities are
water in an organization such as this than they ever can be in smallt banks.
1, S0. far as discouraging competition is concerned, as long as theiIking business can be done safely and at a profit there is going to
""...ennapetition. Neither you nor Inor anyone else can keep it out.
Nr• LErrs. Did you have bad times in Michigan, comparable in
tway with those we experienced in Iowa?
olr. LORD. No sir.
Mr. LErrs. Did you lose any of your banks up there?

0,kr. LORD. I believe the record shows that 66 banks failed during
44,4! period covered by Mr. Pole's testimony, in nine years.rt Mr. LErrs. Do you now have more banks than are needed through-
"lit the State, would you say?
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Mr. LORD. In some communities, yes; and there is a very consider'
able duplication of branches throughout the city of Detroit. There
may be three and four different branches within two blocks. I
Mr. LETTS. How many groups have you in the State of Michigan,
Mr. LORD. I can not recall. Mr. Pole's testimony shows it, I thin's
Mr. LErrs. How many do you have in Detroit?
Mr. LORD. There are three so-called groups in Detroit.
Mr. LErrs. There are some not located in Detroit up there, are

there?
Mr. Loitn. I believe so.
Mr. LETTS. Is there harmony among the three Detroit groups, 0r

is there competition in a live sense?
Mr. LORD. There is very keen competition.
Mr. LErrs. The feeling, I suppose, is good, however?
Mr. Lona Entirely friendly; but take the other fellow's business

if you can get it.
Mr. LErrs. There is just one other thing that I had in mind. Y°,11e

have acquired the stocks that you possess largely by transferring t"
stock of the holding company in exchange?
Mr. LORD. Yes, sir.
Mr. LErrs. At what value did you exchange the stock of the 1101

ing company for the stock of the unit banks?
Mr. LORD. It depended on the bank itself, but in general

matched actual value of group shares for actual value of unit baIL"
shares, and our earnings against their earnings. In other wor9
our examiners would go into a unit bank prior to our proposal
exchanging stock and make a careful examination of the bank
set up reserves that the examiners considered were necessary to silo"
the actual value of the shares of that bank. le
Mr. LETTS. You tried to maintain a parity, I suppose, as to ti

value that you sought to get?
Mr. LORD. Yes, sir.
Mr. Lurrs. What was that? Was it approximately $20 par. °r

more?
Mr. LORD. No. The actual value of the group company shares Os

somewhere between $55 and $56 per share of $20 par value.
Mr. LErrs. Now, in your own bank—
Mr. Lora). The Guardian Detroit Bank.
Mr. LErrs (continuing). How did you arrive at the ratio of e5-

change in that instance? That, I suppose, was the first one or oul'
of the first?
Mr. LORD. That was the first. The Guardian Detroit Bank 5t0,e41(

carried with it, for each share of bank stock, as a part of the certw;
cate itself, one-fifth of a share of stock of the trust company and oPt
share of stock of the securities company. The book value of 03
Guardian Detroit Bank share, carrying with it the other two intel:
ests, when it was $100 par value, was approximately $280. That Nca'
exchanged for five shares of group stock, $20 par value.
Mr. LErrs. And that was arrived at by just figuring values?
Mr. LORD. It made no difference to the stockholder; he held exactll

what he held before, so far as proportionate interest is concerned.
Mr. LErrs. I want to ask you as to your judgment as to whethe`

or not it is a wholesome thing for the country that banks are connect-
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With their institutions security companies, trust companies, and
lhat sort of thing?
Mr. LORD. Yes, sir.

, Mr. LErrs. They are largely doing the trust business of the coun-
LrY. Do you think that that is a wholesome thing?
„ Mr. Loan. I do, sir. I think they are better qualified to do it than
'ne average individual..

LErrs. Do you see any danger incident to the policies that pre-ail throughout the country in managing securities companies?
Mr. LORD. No, sir.
Mr. LETTS. Have you solicited the banks that you connected with

Your group, or have they come to you
Mr. Loan. We have solicited some, and some have come to us.
Mr. LErrs. How many have applied to you for affiliation with

Your group?
t Mr. LORD. It is pretty hard to answer that. Many have applied
„O us that we have not taken in. In fact, we have had an entire
'0111) apply to us.

Mr. LErrs. Do you find that often it is desired that someone from'-ktroit, somebody connected with the holding company, should go
the board of directors or take a position as an official in the unit

°auks?
Mr. LORD. Some of them have insisted upon it; they wanted the

ise1P of an operating officer and asked to have that officer on the
uoard.
h_Mr. LErrs. I believe that in your set-up, 75 per cent of the mem-
'z's of the board must be local?
Mr. LORD. Must be local, or must reside within 50 miles, the same

as under the national bank law.
Mr. LETTS. Why is that necessary?

„ Mr. LORD. It would be necessary in our national bank units under
416 law. In our State bank units it would not be necessary, but we
anted to keep the local units local so far as possible.

ti Mr. LErrs. Well, leaving out of consideration the requirements of
le law, is it desirable?
Mr. LORD. I think it is.
Mr. LErrs. Why would you think it is desirable?
Mr. LORD. Because we want the interest of the local people kept14 the banks.
Mr. LETTS. And you think you get that better by having it known48 their bank?
Mr. LORD. I do, sir.
Mr. LETTS. Rather than a Detroit bank?

b Mr. LORD. I do. I think I would like to state in passing that the
,9ards of directors of the local units banks, far from being dummy
tql!rectors, are taking greater interest in the operation of their banks
'mu they did before the banks were members of the group.
0,Mr. LErrs. Mr. Lord, have you been approached to become a part
f,,some larger plan than yours?
wir. LORD. No, sir.
Mr. LErrs. Or a plan that might cover the country?
Mr. LORD. No, sir.
Mr. LErrs. And extend through other States than Michigan
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Mr. LORD. No, sir.
Mr. LEITS. You have not had any such contact?
Mr. LORD. That is, not by a group or corporation that would take

us over; no. We have been approached by other banks and other
smaller groups that wanted to come into our system.
Mr. LErrs. Yes; I understand that, but I meant by an intereat

larger than yours that would like to associate you with other grouPs
comparable in size and strength with yours?
Mr. Loan. No, sir.
Mr. LErrs. That is all.
The CHAIRMAN. Mrs. Pratt.
Mrs. PaArr. Mr. Chairman, Mr. Lord's statement is so comPre"

hensive that I find that many of the questions that have arisen in
mind have been answered as he read his statement, but I would hke
to get this clearly in mind: Mr. Lord, your holding company, I thial
you mave made very clear, is not a bank, does not do any bankinq
business, and is not in a parent position, is it, to the banks in thin'
group? You do not attempt to control?
Mr. LORD. Only own them; not control them or operate them.
Mrs. Plum Have you formed sort of a liaison between the differ"

ent unit banks?
Mr. LORD. Yes.
Mrs. Plum Would you attempt, for instance, to advise the trans'

fer of funds from one bank to the other, or, rather, transfer the
credits if you knew that one bank in your group could not meet the
borrowing that it was called upon to meet of some depositor or other
person? You would be in position to advise them that some other
bank in your group could help them, would you not?
Mr. LORD. We would.
Mrs. Plum And you would do that?
Mr. Low:). We have done it many times.
Mrs. Plum Have you attempted in any way to control the type

of security?
Mr. LORD. No; they buy their own securities.
Mrs. PRATT. I meant the security that the borrower must give:
Mr. LORD. Not through the group company. Each bank prescribes

its own collateral.
Mrs. PRATE In your position as more or less of an adviser, woulfl

you feel that you are in position to criticize certain types of CO"
lateral?
Mr. LORD. We would feel entirely free to criticize any type. °f

security and advise the unit bank as to our opinion of such security;
Mrs. PRATT. And you would feel that your advice should prevail

if they did not agree with you as to what was considered suitable? ,
Mr. LORD. If they thought they knew more about it than we, tba'

would be their party.
Mrs. PRATT. Do you feel that your system of group banking

meeting the necessity for sounder banking facilities in the smaller
communities?
Mr. LORD. We do not go in very small communities. Ionia and

Niles, Mich., are the smallest communities in which we are located,
of about 10,000 people.
Mrs. Plum 'Then you do not really cover the Federal reserve

district?
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ft/.fr• LORD. No. We are in the seventh district, and that includes
Olcago, Milwaukee, and quite a substantial number of large cities.
;The do not go outside of the State of Michigan, so far as our banks

U. trust companies are concerned.
Mrs. PRArr. Do you anticipate any further merging of groups in

Jour communities---
R.J. Lou,. I hope not.
Mrs. PRATT (continuing). Where you would ultimately be in con-

t?!of the banking business?
tlmr. LORD. No. We have had numerous opportunities in some of
b4ite communities in which we own units to buy all of the stocks of
Os in the community, but we did not want it; we want competi-

v404

1 Mrs. PRATr. I think you said that in Detroit there were two other
art,ge groups.

Ir. LORD. We are the second in size; not the first.
Mrs. PRArr. And there is a third?
Mr. Lola>. There is a third and smaller group.
Mrs. PRATE You have no thought in mind of those large groupsill
erging into one great monopoly?i, 

LORD. I think not. If that were done, there would immedi-
"W start up in Detroit new banks that would compete.
,11!.i.s. PRA= I think that is all.
I he CHAIRMAN. Mr. Busby.
Mr. BUSBY. In order to follow up the questions that Mr. Letts

:sited, I want to make this statement which I gathered from Gov-
or Young's testimony, that there are 109 banks in Michigan that

i;long to groups or chains which do not operate branches, 26 banks
ael°nging to groups or chains which operate 353 branches, as well
8' 36 banks that do not belong to groups or chains but which operatei6 branches. There are also 572 additional independent banks, mak-
'Ica total of 1,182 banks in your State.
i ow as to your statement of a moment ago that you had not gone
40 cities of less than 10,000 inhabitants—
Mr. LORD. Except the seven small banks that are mentioned in the
rt, in agricultural communities.

, r. BUSBY. Do you find that it is not desirable under your system
'4) go into those places that are smaller than 10,000 in population?
_ Mr. LORD. I do not believe that a bank can survive in a small town
'Nei, a period of years.
Mr. BUSBY. Do you believe that a bank will survive reasonably

1'01 in a town smaller than 10,000 people?
Mr. LORD. It will have in my opinion to have exceptionally able

41anagement.
i Mr. BUSBY. What would be your suggestion in the way of afford-
ng banking facilities to places having a population smaller than
10,000 ?
Mr. LORD. Branch banking.
Mr. Busny. Do you think branch banking would be the desirable

nethod of furnishing banking service to practically all places with
Population of less than 10,000 inhabitants?
Mr. LORD. Yes.

i Mr. BUSBY. You spoke awhile ago of the method that your hold-
11g company followed in transacting its business, and the manner in

41
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which it dealt with the several banks in your system, and your state-
ment made this morning uses the term recommended policy" that
is arrived at by one certain group of your managers under the own" th
ing company.
What do you mean specifically by "recommended policy"?
Mr. LORD. This might be a recommended policy that a bank should

not have over 50 per cent of its assets or loanable funds in securities
based upon real estate, and we might have one, two, or three units
that went above that percentage.
Mr. BUSBY. Is your "recommended policy" so worked out that it

applies to the several banks individually, or is it a class action?
Mr. LORD. I think each unit would have to be taken into consid;

eration, and the nature of the business in that community woula
have to be considered.
Mr. BUSBY. Then your board that defines the recommended poliel

would take up each individual unit in your system and adopt a ree;
ommended policy for that banking institution, if I understand You'
Mr. LORD. Yes, sir.
Mr. BUSBY. Now, are your examiners acquainted with the recom-

mended policies for these several banks?
Mr. LORD. Probably the recommended policies are based upon the

examination of the examiners. a
Mr. BUSBY. I know, but when your examiners go out from tke

holding corporation to a unit bank are they made acquainted it ti
the recommended policy for the handling of the business in that ball
so that they can, in the light of that policy, better make a true an
proper examination of the bank?
Mr. LORD. Yes sir.
Mr. BUSBY. What happens if the directors of that bank refuse t))

follow the recommended policy for the bank as declared by the
board that promulgated that policy, after an inspection has bee° a
made and it is disclosed that the directors of this local institution
have refused to adopt the recommended policy?
Mr. LORD. They never have refused.
Mr. BUSBY. They never have refused? That is what I was get-

ging at. .
Mr. LORD. Because the recommended policies are based upon

sound banking.
Mr. BUSBY. I understand that, of course.
Now, the trouble about the whole situation is that you have al;

ironclad method of doing business with each one of these several
banking institutions through a recommended policy and your systeol
of examination, do you not?
Mr. LORD. Mr. Busby, we do not have an ironclad fist or anything

of that nature. For instance, one of the banks in the group WI 1
shown that it can operate its own bank as it pleases; it uses one
our competitors in Detroit as its principal Detroit corresponden"
rather than us.
Mr. BUSBY. What do you assign as a reason for that?
Mr. LORD. Because they happen to have done business with that

bank for a great many years and there is a certain sentiment at-
tached to it, and if they want to continue it, it is all right with us'
Mr. BUSBY. You have no recommended policy for that bank along

that line, have you?
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Mr. LORD. We have riot recommended a policy for that bank.
„ BUSBY. But if you recommended a policy to the contrary
Loey would not dare to do that, would they?
Mr. Lo. We would not recommend it for a reason like that,

Pecause that is sound banking whether they take us or our competitor
111 Detroit as the correspondent.
Mr. BUSBY. This morning you stated that you were more "hard

'Pulled" with your trust subsidiaries—
Mr. LORD. Securities companies.

„Mr. Busily. Yes, securities companies—then you were with some
tusconnected security company that came to your bank for credit?
3/11". LORD. Yes.
Mr. BUSBY. Who does that act of being "hard boiled"?
Mr. LORD. I do.
Mr. BUSBY. You do?
Mr. LORD. Yes, now.
Mr. BUSBY. As the president of the holding company?
Mr. LORD. As the president of the Guardian Detroit Bank and

of the holding company.
Mr. BURRY. Suppose that they did not come to your bank but

went to one of your other independent units; you would likely hear
about it, would you not?
„ Mr. LORD. I know where the securities companies are borrowing
`neir money. That is my business to know.
Mr. BURRY. And you would certainly hear about that
Mr. LORD. Yes.
Mr. BUSBY. And yet you are the president of the holding corn-

Pany and not the manager of the banks; is that right?
Mr. LORD. Yes, sir.
Mr. BURRY. But the fact is that you are indirectly the manager of

141 of these banks when it comes to making big transactions and put-
qta. out loans that are of unusual size, are you not?
Mr. Loin. No • I think I am merely the adviser.
Mr. BUSBY. 

No;
?

Mr. LORD. Yes sir.
dir. BUSBY. With more than the usual emphasis upon that word,
'flough, are you not?
Mr, LoRD. I do not think so.

, Mr. BUSBY. I find that while there are 610 banks in your State, a
"'w of which are not in the area in which you operate, that are
connected with the chain, group, and branch banking activities with
Yourself and others, there are 572 banks that are running and oper-
ating independently of any group, branch, or chain system. You
1,843' it is not your purpose to take over any more of those small
'Mks?
Mr. LORD. No; I did not say that.
Mr. BUSBY. The fact is, that you have not taken any banks in

81411 places, is it not?
Mr. IjORD. No sir; we have not.
Mr. BUSBY. You said that it was not your purpose to take over

and that you had not taken over any except those that are making
tooney. You said that, did you not?
Mr. LORD. That was the idea.
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Mr. BUSBY. Well, they did not particularly need your protectinn'
did they? They were making money and on a sound basis.
Mr. LORD. We did not take them over for their protection.
Mr. BUSBY. What did you take them over for?
Mr. LORD. To help build them up.
Mr. BUSBY. Did you not take them over to help you build 11C

strong banking institution in that section of the country, with v7111'
to make dividends?
Mr. LORD. Maybe; that may have been one of the reasons, yes.
Mr. BUSBY. Your institution is not so altruistic that it is PI

out for any other purpose than to make dividends, to make moneF
is it ?
Mr. LORD. We can not prosper unless we do operate on a more n!

less altruistic basis so far as service to the customer at proper rate'
is concerned.
Mr. BUSBY. You have to show a certain amount of consideration

to the trade, or the trade will not patronize you. I grant that.
Mr. LORD. Certainly.
Mr. BUSBY. But the ultimate purpose is the one I asked about?
Mr. LORD. Yes, sir.
Mr. BUSBY. You say that these banks, unless there is an unu5n91

condition, can not make money in cities or towns of less than 10,"
population, population, and yet you do not think it is feasible for you—and, nn
course, you would not think it was feasible for others in the sa04
line of operation that you are engaged in—to take them over.
what do you see left for them to do but to liquidate?
Mr. LORD. There are many communities in which the Guardinli

Detroit Union Group would be glad to establish branches.
Mr. BUSBY. Then you would not have all of those 572 banks gilt

broke, or any appreciable number of them, because they were left (11j
in the cold by the group organizations?
Mr. LORD. No.
Mr. BUSBY. What solution do you have for those particular cities,

and how would you take care of them?
Mr. LORD. Branch banking would solve it. 11Mr. BUSBY. Are you asking that a system be established that Nci

compel branch banking in the field in competition with you?
Mr. LORD. No • that it be permitted, not compelled.
Mr. BUSBY. "What if they did not take to it any more than you hove

taken to it?
Mr. LORD. You mean, to the communities?
Mr. BUSBY. To the smaller banks, the 572 that are operating 111de‘

pendently of any branches.
Mr. LORD. Mr. Busby, a bank of limited size could be profitabli31

operated as a branch, whereas it might not be possible to make eVe
expenses operating it as a separate unit.
Mr. BUSBY. But you certainly would not think that a system vv-1,

would continue 572, or even half that number of independent balw
especially those in towns of 5,000 or 6,000 people as banking inst
tions on an independent basis, was feasiblet would you?
Mr. LORD. If branch banking were permitted—
Mr. BUSBY. I am not asking you that.
In other words, your knowledge of banking operations would 11°t

lead you to, say, that independent banks in towns of 4,000, 5,000, 6,NV
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or 7,000 people should be encouraged to continue as they have done in
th.(2, past? That is what I gathered from your statement.
Mr. LORD. I think that the record of failures in towns of that size

Would indicate that they can not continue on and continue profitably.
Mr. BUSBY. Your State has not such a bad record for failures,

luta it
Mr. Lona My State has an unusually good record.
Mr. BUSBY. In 1921 it had eight failures.
Mr. LORD. Yes.
, Mr. Buss" And in 1922 it had 4; in 1923 it had 3; in 1924 it had
' ; in 1925 it had 5i in 1926 it had 3; in 1927 it had 7; in 1928 it had
11°11e; and in 1929 it had 9-66 in all.
Mr. LORD. Why should it have had nine failures in 1929? With

ranthes or group banking or a combination of the two, there should
°aye been no failures in Michigan.
Mr. Busily. One reason is that which you spoke of awhile ago_

soMebody stealing $1,200,000—and, of course, the bank would have
4,?ne broke had it not been for the intervention which followed.
i'hen, they will go broke for the same reason as that reported in
'0-clay's paper in connection with a Texas bank, involving a steal by
c'itcers of the bank of over $1,000,000.
, Dishonesty and bad management are reasons for the failure of
ijankS.
Mr. LORD. A strong group, properly supervised, could protect the

'etiumunity against failure, even against a defalcation of that size.
Mr. BUSBY. But you will admit that 66 failures is a very small

Percentage, considering the fact that Michigan had 1,182 banks?
Mr. LORD. It has had a very wonderful record.
Mr. BUSBY. Why, then, do you make your statement that they can

oot safely operate as independent banks?
Mr. LORD. I did not say safely; I said profitably.
Mr. BUSBY. You say profitably?
Mr. LORD. Yes, sir.

,Mr. BUSBY. Do you think the depositors are reasonably safe in
toose banks?
Mr. LORD. If the bank is reasonably well managed, yes.
Mr. BUSBY. Now, your investment companies, as you call them—
Mr. Loan. Yes.
Mr. BUSBY (continuing). Are engaged in .buying and selling bonds,

and in the general financial investment business?
Mr. LORD. Yes, sir.
.Mr. BUSBY. IS that a more hazardous financial business for the in-

stitution than straight banking?
Mr. Loan. No; I do not think so. Their earnings may fluctuate

UP and down more than the ordinary banking or trust business.
„ Mr. BUSBY. If I recall, Mr. Wakefield seemed to express himself
that it was much more, hazardous, and Mr. Decker stated positively
Illat it was much more hazardous than the ordinary banking business.
What is your view on the subject?
Mr. LORD. I do not see why it should be.

, Mr. BUSBY. It is only in recent years that that class of business has
°oft' coupled with banking, is it not?
Mr. LORD. Banks have had investment departments for many,

illany years. I worked for a bank in Chicago when I went to work
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in 1906, where the biggest part of its business was the investment
business.
Mr. BUSBY. It has all grown up in the last 25 or 30 years, practi'

cally. Does it not appear to you that that type of banking activiT
where the work is done under high pressure, is tending largelY
place many investment bonds and securities in the field today?
Mr. LORD. Banks have certainly a very large distribution of in"

vestment securities; yes.
Mr. BUSBY. Does your holding company have any syndicates for

the underwriting of security issues?
Mr. Loan. The securities companies have; not the holding Coil.

pany.
Mr. BUSBY. Well, they are owned by the holding company, are

they not?
Mr. LORD. Yes, sir; just as the banks and trust companies are

owned by the holding company.
Mr. BUSBY. Do you not think that that all tends to greatly inflate

the credit of the country beyond the actual commercial needs of tile
country?
Mr. Loan. Why should it? If the banks—
Mr. BUSBY. To answer you, it has. Now, why did it?
Mr. Lona If the banks do not supervise and handle securities and

advise their customers independent so-called investment houses are
going to sell to those customers. Would you not rather have the
public get advice from the banker than perhaps some other advice? t
Mr. BUSBY. Do you think that the advice of the bankers and ()

the officers of trust and investment companies has helped the public
,in the last two or three years
Mr. LORD. Yes, sir; I do.
Mr. BUSBY. Do you not think that the banks and underwriting

syndicates, with their agents going up and down these corridors anu
into every nook and corner where they thought they could interest

somebody in buying a security or a stock, and by selling to manY
people who knew nothing about the stocks or the securities but -0111,7
hoped that the stock market would go up and that they could seu
at a better price than that at which bought, have done a great
jury to the finances of this country in the last two or three years? ,
Mr. LORD. I do not think that the banks, generally speaking, SCV

vised the public to go in and buy stocksi either for cash or on mar'
gin, during the past two years or at any time.
Mr. BUSBY. Do you not know that the underwriting syndicates

employ high-powered stock salesmen to go among the people every;
where they think they can sell stocks, and that these solicitors do n°"
carry with them the knowledge that the bank possesses concerning
the validity or the desirability of those securities?
Mr. LORD. Are you speaking of securities companies affiliated wit13

their banks?
Mr. BUSBY. Yes.
Mr. LORD. Or independent brokers and security dealers?
Mr. BUSBY. I refer to the securities companies affiliated with their

banks.
Mr. LORD. I think, generally speaking, that securities companies

affiliated with banks or trust companies are very conscientious about
what they are recommending for investment by the public.
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• Mr. Busily. Do they not employ agents to go out and solicit
14(1,ividuals
M. Loan. Yes.
Mr. BUSBY. How do you expect these solicitors to carry all of this

exp_!'t information to the individual?
, *Ir. Loam Before the securities company connected with the bank
"Ys securities for sale, the salesmen do not examine the securities
alld purchase them, but the heads of the organization pass on them
'18 to their value and safety, and the salesman is the one who goes
out to sell them.

IVIr. BUSBY. And he is not very particular about giving the pur-
'haser inside information, is he, or anything except a glowing ac-
count of the possibility of the stock?
„ Mr. LORD. I do not know that banks use the high-pressure method
Elio you are speaking about, or bank securities companies. We do
40t.
Mr. BUSBY. But you employ agents to go out among the people,

4° You not?
Mr. Loan. Salesmen; yes.
Mr. Busay. I believe that is all.
...The CHAIRMAN. Mr. Dunbar.
Mr. DUNBAR. Mr. Lord, on page 3 of your statement you say that

Your stockholders of the Guardian Detroit Bank have the same
1,,a1tiber of shares of stock in that bank as in the Guardian Detroit
O., and that they have one-fifth of the number of shares in the

‘-nzardian Trust Co. Is the Guardian Trust Co. larger than the
c'th,er two companies?

LORD. Mr. Dunbar, that was the original corporate set-up of
Guardian Detroit Co., Guardian Trust Co., and Guardian De-

(Nit Bank. It does not apply to the present organization, or what
Ivo term the group company.
Mr. DUNBAR. r know, but do you have a larger number of stook-

°faders or a larger capital stock in the Guardian Trust Co. than
You have in the other two?
, Mr. Loan. No sir. The Guardian Trust Co. had $1,000,000 capi-
'al and $1,000,000 surplus. The Guardian Detroit Bank had $5,000,-
1:1100 capital and $3,000,000 surplus; and the Guardian Detroit Co.
ad 50,000 shares originally of no par value stock, $35 per share,

Paid in.
Mr. DUNBAR. But the shares of stock in all three of them so allo-

ate themselves that a man can have an equal number of shares in the
‘-/Uardian Detroit Bank, the Guardian Detroit Co., and one-fifth
°f the stock in the Guardian Trust Co.?
Mr. LORD. They could have before those three institutions became

afnliated with the present group company. You could not separate
°Ile from the other.
,, Mr. DUNBAR. Now, in answer to a question by Mr. Letts, you said
Lhat there was a keen competition between these companies. I do not
'ee how you could have keen competition.
Mr. LORD. He asked about the other companies in Detroit, Mr.

unnbar, the other banks.
Mr. DUNBAR. But there is no keen competition.

100136-30—voL 2, PT
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Mr. LORD. Between our own companies?
Mr. DUNBAR. Yes.
MT. LORD. NO, sir.
Mr. DUNBAR. That is what I thought. I did not see why there

should be.
On page 6 of your statement I note that 75 per cent of the direct?risl

of one of your unit banks must come from the municipality in wil
c
l

that bank or trust company is located.
Mr. LORD. Yes, sir; or within 50 miles of it.
Mr. DUNBAR. They are all stockholders in the parent conifonl'

are they?
Mr. LORD. They are also stockholders in the old, original unit.
Mr. DUNBAR. In the selection of these people you dictate to the'

do you not?
Mr. LORD. We never have changed the boards from the way thel

came to us.
Mr. DuNBAR. But you decide their reelection?
Mr. Lora). As a majority owner of the stock.
Mr. DUNBAR. To what extent do you dictate to them in managilig

the bank? I understood you to say you did not dictate to them.
Mr. LORD. We do not.
Mr. DUNBAR. Suppose that you got hold of a wild set of direct0rs1
Mr. LORD. We would get a new set. a
Mr. DUNBAR. How would you get them? They are elected for

year, are they. not?
Mr. LORD. .At a special stockholders' meeting.
Mr. DUNBAR. YOU could depose them, could you?
Mr. LORD. Yes, sir. 't11Mr. DUNBAR. This is not in the nature of a criticism, but, syll

the consent of your directors, are you not really the czar of the wh°'
system?
Mr. LORD. I do not think so.
Mr. DUNBAR. Do you think that any of these directors in anY 0f

these other banks would dare to disobey your wish?
Mr. LORD. They have, in some instances.
Mr. DUNBAR. Did it turn out that they were right?
Mr. LORD. Sometimes.
Mr. DUNBAR. Then you are a wise person, one who, when anyon,e,

disagrees with you and they turn out to be right, does not "hop
them for it; do you?
Mr. LORD. Sometimes.
Mr. DUNBAR. Now, suppose that you got all wrong; then the who

system is going to be all wrong; is it not?
Mr. LORD. If I go all wrong, the board of directors of the gil"111

company would have me out before I could go very far wrong.
Mr. DUNBAR. But suppose that you are elected for a year; the:

could not put jou out before a year?
Mr. LORD. Yes • they could. We have a directors' meeting eV

three months, an a special meeting could be called and I cow
be thrown out in two days.
Mr. DUNBAR. Well, the point I was trying to bring out is thij5e.

that it is a bad thing for this country when you find its pool%
being driven for a living, when they have to bow and to get 11P°'

-their knees. I do not know what is going to become of us; 1°
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clividuality is going away. That is my principal objection to your
System, that individuality and personality are being developed less
Pl.d less, and after awhile people will not have minds of their own
oecause they will be depending on the dictators above them.
Mr. LORD. I do not think so, in this country.
Mr. DUNBAR. All right. I hope you are right.

, Now, suppose that you owned a bank in Wyandotte that went
broke; all of the depositors would be secured under your system,
would they not?
Mr. Loin). To the extent of the resources of the group company,

rod, in turn the assessment that might be levied upon the stock-lders of the company.
Mr. DUNBAR. Not any more?
Mr. LORD. Unless they kept on levying 100 per cent assessments.
Mr. DUNBAR. You would not, as a group head, assist them in any

Mr. LORD. We certainly would.
Mr. DUNBAR. In what way would you assess them?
Mr. LORD. Putting up the money.
kr. DUNBAR. Then, getting back to my question, would the de-

Positors in that bank be secure?
, Mr. LORD. Mr. Dunbar, it would depend upon the size of the bank,out a bank in Wyandotte would be so small that it would be very
"sY to take care of the depositors.
Mr. DUNBAR. But your depositors in a group bank would not have

very much more assurance of receiving their money than if they
were in a unit bank?
c, Mr. LORD. They would have $81,000,000 back of it as against the
500,000 or whatever the capital might be of the Wyandotte bank.
Mr. DUNBAR. You say that the capital of the Wyandotte bank is
"5,000,000?

Mr. LORD. Wait a minute. I do not know what the capital is.
Mr. DUNBAR. Let us suppose that you have a bank in Chicago that

!las a capital of $85,000,000, and it fails. To what extent would you
lo Detroit help them?
Mr. LORD. To the extent of our ability.
Mr. DUNBAR. What is the size of your largest bank?
Mr. LORD. The largest bank we have has a capital of $5,000,000, a

surplus of $6,000,000, and undivided profits of about $1,500,000.
Mr. DUNBAR. What bank is that?
Mr. LORD. The National Bank of Commerce.
Mr. DUNBAR. You mentioned $85,000,000. Suppose that you hada branch bank at Lansing, with $500,000 capital?
Mr. LORD. Yes, sir.

,Mr. DUNBAR. And that it had $2,000,000 on deposit, and it failed.
our double liability would not amount to nearly $2,000,000. After

selling your assets, there might be a deficiency of $1,000,000. Would
there be any hope of those people getting money from your system?
Mr. LORD. We could not afford, from the standpoint of the stand-

HIg. of the group, to allow any bank to fail.
Air. DUNBAR. You would pay the $1,000,000, would you?
Mr. LORD. Probably would.
Mr. DUNBAR. Then you practically, although you do not specifi-Qilly say so, guarantee the deposits of any bank that might fail?



1156 BRANCH CHAIN) AND GROUP BANKING

Mr. LORD. To the extent of our financial ability to do so.
Mr. DUNBAR.' But suppose that you did not have that financial

ability?
Mr. LORD. We would still have the 100 per cent assessment avail"

able.
Mr. DUNBAR. Which is the same as all other banks of the country?
Mr. LORD. Yes.
Mr. DUNBAR. You do not go into cities of less than 10,000 poplin"

tion do you?
dr. LORD. Approximately that.
Mr. DUNBAR. Now, then if all of our failures, or at least 95 Pe.r

cent of them occur in banks having less than $25,000 capital and
towns of 1,060 population and less, you do not run any risk by 11°'
going into that kind of a community, do you?
Mr. LORD. Not without being allowed to do branch banking.
Mr. DUNBAR. But you do do branch banking?
Mr. LORD. In the big communities.
Mr. DUNBAR. You are growing into a branch banking system, are

you?
Mr. LORD. Modestly.
Mr. DUNBAR. The impression you gave us is that branch banking

must take care of the business in these small towns, and you want to
take the 

cream, 
as it were?

Mr. LORD. It is the best way to take care of it, in my opinion.
Mr. DUNBAR. I am asking for information more than anything

else. Now, in these smaller towns you believe that we should hare
branch banking?
Mr. LORD. Yes sir.
Mr. DUNBAR. Do you think you will engage in it?
Mr. LORD. To a reasonable extent; yes, sir.
Mr. DUNBAR. Then, the branch banks in those cases would be

subsidiaries of the holding company?
Mr. Loam. No, sir. If branch banking were permitted, and we

went into branch banking, there would be no holding company; there
would merely be a single bank with branches constituting our pree-
ent group.
Mr. DUNBAR. I notice that some of your banks are not members of

the Federal reserve system.
Mr. LORD. Yes, sir.
Mr. DUNBAR. What do you think about the Federal reserve

system?
Mr. Loam. I am for it.
Mr. DUNBAR. Why do you not make these other banks members,

then?
Mr. LORD. They are so small that they could get no advantage

from being members. They were not members before they came into
our group.
Mr. DUNBAR. We have a bank in our town that has a capital of

$100,000 and a surplus of $125,000 and undivided profits of $50,0007
which is not a member of the Federal reserve system because theY
say that they can have dealings with some bank that is a member,
and get all the benefits which might accrue to them. That is nob
right, is it?
Mr. LORD. That is true that they can.
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Mr. DuNBAR. But that is not right, is it?
Mr. LORD. For a small bank, they can.
Mr. DuNBAR. Do you think that that bank is justified in not being
inember of the Federal reserve system?
Mr. LORD. It make so much difference in their earnings, Mr. Dun-

Xar, that they can not afford to join the Federal reserve system.
-the reserves that they would be required to carry .in the Federal
tserve system against their deposits, and upon which they would
eceive no interest, would be a great handicap to them.
Mr. DuNDAR. How much is that reserve?
Mr. LORD. It depends_
Mr. DuNnAn. There are other advantages that they get that enable

1„ne country bank to carry on its banking business, so that I think
L4te3, ought to be members of the Federal reserve system and I think

ought to require your banks to be members, and the question is
1131v many banks are going to permit members of their system not to
ve members of the Federal reserve system.
Mr. LORD. That question has not come up.
Mr. DuNDAR. These questions I have asked are largely for infor-

mation.
Mr. LORD. We have no thought of the present members of the Fed-

'i1 reserve system resigning.
Mr. FORT. I hope I will not cover other matters that have been

covered. I had another committee meeting this morning. If I do
cover matters that have already been covered, will you please advise
In; Mr. Chairman?
Mr. Lord, in looking over your statement I notice that you have a

'Y-law that directors-75 per cent of the directors of every bank—
be residents of the community or within 50 miles of the bank.

r. LORD. Yes, sir.
„ Mr. FORT. Of course, that 50-mile limit, on the bulk, if not all of
"le banks of the group, permits the directors to come from Detroit?
Mr. LORD. No, sir.
Mr. FORT. Not the major part?

,Mr. LoRD. It would eliminate Jackson, Kalamazoo, Battle Creek,
des, Saginaw, Flint, and Grand Rapids. It would eliminate most

(4 them because they are more than 50 miles from Detroit.
Mr. FORT. You feel, from your own information, that, in the

Proper management of a group system, the directorate should be3eal ?
Mr. LORD. Mr. Fort? I feel it so strongly that in case we were doing

't branch-banking business in Michigan we would retain the board as
'1 11 advisory committee for that district.
, Mr. FORT. If we, here, considering this thing as a national prob-
!Nil, should be inclined directly or indirectly to authorize branch
;milking, we would be wise to insist upon the maintenance of the
'"eal directors?
Mr. Loirn. I think so.

, Mr. FORT. Have you ever considered the propriety, in group bank-
'lig, of permitting minority stockholding interests to be represented
°II the directorate?
Mr. LORD. Mr. Fort, in effect, the minority has a directorate in

(Air group.

1157
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Mr. FORT. Except, I take it, all the directors are stockholders in the
Guardian Stockholding Corporation?
Mr. Lorin. Yes, sir.
Mr. FORT. What I am getting at is there are some States that,.in

corporations, call for cumulative voting, in order to insure minority
representation on the board of directors.
Mr. LORD. Yes, sir.
Mr. FORT. Can you see any objection to a thing of that sort, if we

are going to authorize group banking?
Mr. LORD. Not the slightest.
Mr. FORT. Now, as a part of your organization, do your grog)

banks loan on the stock of the holding company as collateral?
Mr. LORD. Yes, sir.
Mr. FORT. Do you approve of that?
Mr. LORD. In reasonable amounts; yes, sir.
Mr. FORT. What is a reasonable amount?
Mr. Loan. We would not allow any bank—that is the Guardian

Detroit Bank, of which I am president, would not lend an unreason;
able amount on General Motors stock, Packard Car stock, or Unite°
States Steel stock. In theory, I think they should not loan on that
stock.

Practically, I think it is quite safe. In a period of two years, we,
will have every such loan out of the group banks, as a matter 0'
policy.
Mr. FORT. But those things which seem to you, perhaps, as go.nd

policy, had we not better regard as a matter of law for protection

against unscrupulous banks?
Mr. LORD. I think you should.
Mr. FORT. Do you see any reason why trust companies and othel

exercising fiduciary powers should have any different rules appheu,
to their fiduciary relations than those which apply to individual

trustees under like instruments?
Mr. Low). Mr. Fort, what—
Mr. FORT. For example, an individual trustee may make directlY

or indirectly no profit whatever out of his handling of the trust,
other than the legal commissions.
Mr. LORD. Yes, sir.
Mr. FORT. Should the bank, acting as a fiduciary, have any greater

power?
Mr. LORD. Our company makes no profit except the fee.
Mr. FORT. Does it bank funds?
Mr. LORD. It banks them separately and the trust receives the

interest.
Mr. FORT. You think that is sound?
Mr. LORD. Yes, sir.
Mr. FORT. However, in that group organization, Mr. Lord, it

might, of course, accomplish the same purpose by banking with other
members of the group.
Mr. LORD. I think it is perfectly proper they should bank wit*

other members of the group, providing the interest received is in
keeping with interest they would receive from other outside banks.
Mr. FORT. You think there is no psychological danger in withhold;

mg the investment of funds in time of high interest rates on moneY
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Mr. Loin). No, sir.
FORT. You think such an organization, doing a trust business,

'10111d be allowed to buy securities from itself or affiliated organi-zations?
)4r. LORD. Without profit; yes, sir.

4, Air. FORT. Would you include a securities organization owned by
4te roup holding company?
, • Loin. Yes, sir.
0#41r• FORT. Have you been asked any questions about the segregation
4tavings deposits?
41r. LORD. No, sir.

vpir. FORT. Have you any views on the propriety or impropriet3
requiring savings deposits in ordinary commercial banks to be

'Lregated as to investments and preferred as creditors?
b 31r • LORD. The laws of Michigan require that we segregate our
allk deposits and segregate certain assets against them.
14,..r. FORT. And you approve of that?
Nr• LORD. I do not think it is necessary, provided the bank has

PrtiVer supervision—I mean Government or State.
clgFORT. However, you have had remarkably few failures in

kr. LORD. Yes, sir.
kr. FORT. Do you object to the law?
Lilt Loin). I do not object to it; no.
L. FORT. One of our committee members one day made reference
a 'very fine way, I thought, to Gresham's law, relating to the

%yin& out by the baser metals of the better.
r LORD. Yes, sir.

c.:441r• FORT. His reference was in reference to the tendency of banks
"u shift from the more rigozous code of law to the lesser.
kr. LoRo. Referring to the national system as against the State83'stern ?
,Mr. FoRT. Yes.
„ma% LORD. Yes, sir.
44, r• FORT. Do you feel that it is desirable
? 

from a national view-
t 'Ilt, that where possible we should bring the national code to the
byliest possible point of wise banking legislation, and then use our

efforts to make the States measure up to it?
0,Nr. LORD. I do. If we,to-day, could operate as a branch-banking

ern under the national system, we would prefer it to the State
'8,tern• We welcome any supervision that makes banking better.
fk'nr• FORT: Do you approve of banking regulations that permit of
'thivestment by banks in stocks?
41r. LORD. We do not invest in any stocks, and therefore I do not
'prove of it, except stocks of building companies, or something that

goes with it.
kr. FORT. Necessary affiliations?
r.Lr. Lotto. Yes, sir.

FORT. In regard to branch banking, I take it from your
teinent and from the few questions I have had the privilege offaring you answer, you believe that branch banking is a necessity
the small communities?

Mr. LORD. Yes, sir; I do.

1159
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Mr. FORT. If we are going to authorize branch banking, do you feel
we should authorize the establishment of branches in communities
where they would come in competition with local unit banks?
Mr. LORD. Mr. Fort, I think that the establishment of new banks!

whether they be unit banks or branch banks, should, in some waY'
be controlled so there does not exist or come to pass a situation ivh.ere
neither of several banks are able to make any money in a commiun'Y'
Whether that control comes from the Federal reserve bank or systel
or through the comptroller's department makes no difference, 'but.,
think it should be accomplished, because three banks in a commun

„""
.1

that might be making no money, certainly can not be as good fnr,at
community as one bank that is prosperous or two banks that wig'
be prosperous.
Mr. FORT. But, of course, if branch banking were permitted CO

curently with unit banking, assuming, as would normally be the ose
in all but the larger cities, the branch was a branch of a far stronger
bank than the local bank, would not the tendency be for the larger
bank, with the branch, provided it maintained its contracts, to drive Y(

se
the unit bank out
Mr. LORD. I do not think so. Banking is largely a question off.

acquaintance and contracts, so far as securing business is concerneu
Mr. FORT. And credit facilities.
Mr. LORD. And if the unit bank has the proper capital and surP1115

or proper loaning capacity, it should certainly retain a proper share
of the business of the community.
Mr. Fowl. Some of us who have been thinking on this branch banl'.:

ing question, are wondering whether, if we should decide to pernll
it at all, we should not handle the matter in some way so as to preven,'
the larger metropolitan city banks from going out into the bran°
banking business into the country, and hold that down so that the
branches would be those of nonmetropolitan cities. Have you itni
views on that
Mr. LORD. In other words, do you mean you would not want!'

bank in New York City to be able to acquire banks or groups
other centers?
Mr. FORT. Yes—branches I am speaking of and not groups.
Mr. LORD. Through separate institutions?
Mr. FORT. Through branches—not groups.
Mr. LORD. I think the extension of branches should be limited t°

trade areas as Mr. Pole suggests.
Mr. FORT. For example, he used an illustration here of St. Louis',

and Detroit as well, perhaps. Some of us have had the thought tInl"
the St. Louis trade area, being quite extensive, it might be preferable
to say that St. Louis might not go out through its entire trade are,
which would spread to Little Rock on one side and Des Moines 00
the other, but that Des Moines should be permitted to have branches
out through its area in order to prevent the aggregation of banking
control and resources in the major cities.
Mr. LORD. I should think that the better way would be for St,;

Louis to be allowed to be the center of a trade area and Little Roo"
the center of a trade area and Des Moines also. There might be iL!.°
overlapping of the trade areas with centers at Des Moines, St. Loins'
and Little Rock, but there certainly would be competition, and cer'
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tai
0,413' St. Louis would not gobble up all the business if that were
"lowed.
Mr. FORT. You at least agree with those of us who are not neces-

844 committeed to it but think along that line, that in any way
we do it we should be sure to preserve competition?
Mr. Lora). Competition will be there whether we try to preserve
or not, in my opinion.
Mr. FORT. Not if adequate facilities are there without competition.
Mr. LORD. In the small communities probably not, because one

vank only could live; but in the sizable communities there will be
e°41petition whether there is unit or branch banking in that city.
Mr. FORT. You see no hazard in permitting an aggregation of

iloancial resources under a single management as long as there is
service ?
Mr. Loam I do not see any danger.
Mr. FORT. I think that is all, Mr. Chairman.
The CHAIRMAN. This morning, Mr. Lord, some one questioned

8You about the scope of your plan. I understood you to say that your
Cope was confined to your trade area?
Mr. LORD. Yes, sir.

„ The CHAIRMAN. You consider your trade area Detroit and the
btate of Michigan?
, Mr. Lone. I should think, Mr. Chairman, that our trade area would
aiSO include Toledo, which does feed into Detroit. •Toledo is 60
!1,1iles from Detroit. We have not gone into Ohio at any time, nor
40 we contemplate doing it.
The CHAIRMAN. When was your plan declared operative?
Mr. LORD. December, 1929.
The CHAIRMAN. What brought about that consolidation? Was

lt the fact that you had joint owners in the group?
Mr. Loin). No, sir.
The CHAIRMAN. There was no affiliation between you?
Mr. LORD. No, sir • it was brought about purely by negotiation.
The CHAIRMAN. Was it purely a banking negotiation, or did it

arise from business conditions?
Mr. LORD. Banking conditions.
The CHAIRMAN. The whole development sprang from a banking

situation?
Mr. LORD. Yes, sir.
The CHAIRMAN. There has been no demand for it from the public?
Mr. LORD. I would not think so. It is pretty hard to allocate the

reasons, Mr. Chairman.
The CHAIRMAN. You felt it was the logical thing to do to serve

Your trade area and improve your banking institutions?
Mr. LORD. In Detroit, if you know the city, the industries are

Pretty well scattered around the city, and, in order for us to serve
the industries that wanted to bank with the Guardian Detroit Bank,
we had either to build our own branches and develop them or take in
some institutions that had branches.
The CHAIRMAN. You have stated that you do not think under

Present conditions, unit banks in small towns can continue to make
sufficient profits to exist?
Mr. LORD. I think the majority of the banks are unable to make

a profit.
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The CHAIRMAN. For a number of years, we have had a system ei
unit banks in the country and they have apparently succeeded 1113
until the last few years.
Mr. LORD. Yes, sir.
The CHAIRMAN. Have we reached a condition in this coun

where unit banks can no longer exist? 

try'

Mr. LORD. In the small communities; yes, sir.
The CHAIRMAN. What is responsible for that change?
Mr. LORD. There are a great many factors, as I see it; in the fi

rst

place, the banks used to make quite a profit through real estate
farm mortgages. They used to make a profit from the collection (3,
checks. At the present time., Mr. Chairman, the expenses of opera'
ing a bank have increased, just as the expenses in your own house'
hold or living costs, and yet the rates of interest do not increase,
and the margin between the gross income and expenses is getting
narrower and narrower.
The CHAIRMAN. In other words, these unit banks have been dee

prived of previous sources of income and there has been an increase
in expenses?
Mr. LORD. Yes, sir.
The CHAIRMAN. You would not attribute that to improper man'

agement ?
Mr. LORD. I think many failures are traceable to that.
The CHAIRMAN. You are speaking of the country as a whole?
Mr. LORD. Yes, sir.
The CHAIRMAN. There are certain States where unit banks con:.

tinued uninterrupted by failures, like Vermont and Connection
There was not a failure in Vermont.
Mr. LORD. You have a situation there that does not exist in other,

States. You have a diversity of risk which is unusual. I thinkA
is one of the reasons, Mr. Chairman, Michigan has such a „
record; but going back to the question of management, take,
instance, Florida in Miami: The First National Bank there sliranS,
in its resources from $72,000,000 to twenty million dollars and en,"
almost over night, yet it survived. I call that good managemeln"
Plenty of other banks went down.
The CHAIRMAN. I do not want to detain you too long, but in al;

nection with your statement this morning showing a list of you'
stockholders and where the stock is held, is control of your holding
companies lodged in the hands of any group?
Mr. LORD. It is lodged in the hands of residents of Detroit. The

largest single holding, I think, is 3 per cent of the total stock.
The CHAIRMAN. Is there any pooling of the control of the stock!
Mr. LORD. No, sir; absolutely free.
The CHAIRMAN. No understanding about control?
Mr. LORD. NO, sir.
The CHAIRMAN. The control is in the hands of the management

only so far as successful management prevails?
Mr. LORD. Yes, sir.
The CHAIRMAN. Is there a large amount of stock of your holding

company in the officers of the banks and directors?
Mr. Lou). Yes, sir.
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The CHAIRMAN. What per cent of the holding company's stock
would be in the control of officers and directors?
, Mr. LORD. Mr. Chairman, I could not tell you. I can get you that
;oformation. I should say that all directors and presidents of unit
Danks are substantial stockholders.
The CHAIRMAN. Your stock of the holding companies is all one

'ass of stock?
Mr. LORD. Yes, sir; $20 par.
The CHAIRMAN. Any inducement to management offered to any

ipstitution in the way of distribution of profit sharing, and so
forth?
I Mr. LORD. We are working on a profit-sharing plan which has not
ueen put into effect, because it has not been completed. We do, in
loin.e communities, have group insurance, pensions, and so forth,
which are inducements, but as far as regular profits are concerned
there is no plan in force.
.t The CHAIRMAN. In Mr. Luce's questions this morning he was re-
4erring— to interest charges paid by your bank. You stated, I believe,
that was optional with the banks themselves.
Mr. LORD. Yes, sir.
The CHAIRMAN. Does the change in the Federal reserve rates or

rates on commercial paper or bills change the rates of interest paid
charged by any of your banks?
Mr. LORD. It changes the rate of interest charged more than that

Paid,
The CHAIRMAN. You do vary that charge in accordance with the

llzed money rates?
Mr. LORD. Yes, sir.

,Mr. Chairman, we have in Detroit to meet to a great extent the
Ilew York and Chicago rates.
, The CHAIRMAN. You spoke during the day here of closing many

anches in Detroit. That was brought about through the consolida-
'Ion of groups?
Mr. LORD. Of the other group,. particularly. When the other
oup got together it had approximately 200 branches. I believe

'hey expected to close quite a substantial number where they com-
Peted in adjacent locations.
The CHAIRMAN. You mean the commerce group that joined with

You?
Mr. LORD. No, sir; the Detroit Bankers Co. The Peoples Wayne

County Bank had about 100 branches.
The Peninsula State Bank had 30 or 40 branches.
The First National Bank had about the same number and the

&sank of Michigan also. When they were all put into the Detroit
Pankers Co. the combined picture showed about 200 branches, and
111 many locations there were two and three and four competing with
each other within an area of two blocks.
.The CHAIRMAN. The consolidation of these two groups in Detroit

Will result in closing a number of branches?
Mr. LORD. Over a period of two years, by the time it takes to

adjust it, they would close, I would say, from 30 to 40 branches.
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The CHAIRMAN. Does your holding company or your banks own
as investments, stocks in other banks than those which form your
group?
Mr. LORD. The Securities Co. may have some moderate holdine

in other banks that do not amount to anything. They may be too'
ing for customers.
The CHAIRMAN. They own no stock except of the group of banks

and companies affiliated, of which you put a list in the hearine
Mr. LORD. Yes, sir.
The CHAIRMAN. Some groups that have been developing have

M 
seein,

fit to take over banks in New York; for instance, the arine Mia
land group who have taken over the Commercial Fidelity of New
York. Have you an institution of that kind there?
Mr. LORD. No, sir; and I think we do business with almost every big

bank in New York. We have no interest in banks in New York.
The CHAIRMAN. Your investment companies do maintain an atee

in New York?
Mr. LORD. Yes, sir; the Guardian Detroit Co.
The CHAIRMAN. Your group company owns no other stocks excePi

the stock of institutions referred to by you as part of your grout'
Mr. LORD. That is correct.
The CHAIRMAN. It is purely a stockholding company?
Mr. LORD. Some of the subsidiaries may own other stocks, but the

group company does not. It owns only the banks and institutions
mentioned.
The CHAIRMAN. You referred to the fact that you did not take

over any banks that did not pay. Could you not take over mall
small banks that are now operated at a loss because of poor manage"
ment and high operating costs that you could operate at a profit?
Mr. LORD. As units?
The CHAIRMAN. As units; yes. From your statement I presume

you would say " yes" if you could operate them as branches.
Mr. LORD. If we could operate them as branches; there are rannY'

but not as units.
The CHAIRMAN. Under your plan of operating units, you could not

do that?
Mr. LORD. I would not want to do that as a business proposition.

In the first place, we want to retain the local management and thei
same management as far as possible, so as not to disturb the lot
situation and, with that in mind, we have endeavored to select bani"
operating satisfactorily.
The CHAIRMAN. As I understood you to say, it would be veri

difficult for the small banks, in small communities, to exist in tue'
future?
Mr. LORD. Yes, sir.
The CHAIRMAN. What would you recommend to this committee

to furnish banking facilities to those communities? Would You
recommend branch banking nation-wide, state-wide, or trade area ?
Mr. LORD. Trade area.
The CHAIRMAN. You think the trade area would cover every com-

munity in the United States that is now being served?
Mr. LORD. Yes, sir.
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The CHAIRMAN. In other words every part of the United States,
You believe, would be included in some particular trade area?
Mr. LORD. Yes, sir.
The CHAIRMAN. Do any of your banks or your holding company

11Y and sell stocks in your banks or companies; in other words, do
()11 maintain a market on any of your stock?
Mr. LORD. We maintain a market for the holding company stock

°It for the accommodation of our stockholders.
,,i;he CHAIRMAN. That is to say one of your companies buys and
°°1118 your holding company stock and maintains a market on it?
Mr. Um. We do not support the market unduly. We maintain

a, Market so that proper distribution will be given to the shares of

Ziat Company; for instance, we would rather have a shareholder comethe Guardian Detroit Co. when he wants to buy or sell shares of
ute group company than go to some broker with the stock.
. The CHAIRMAN. Your holding company maintains a market for
lodividual people in the country who want to buy stocks?
Mr. LORD. No sir i we do not have enough to sell, often.
The CHAIRMAN. In the fiasco last fall, it was shown some affiliated

e.°Mpanies were selling stocks of banks and recommending them to
14vestors. You do not pursue that policy with your organization?
Mr. LORD. We want to create local interest in the group company

1111 we try to select, in Kalamazoo or Jackson or Grand Rapids, or
14 Communities where we have a unit, people that we think can do
°lir institution good from the standpoint of business contact and we
uo try to place stock with such people, but the stock is quoted on the
exChanges and sold at the current market price.
The CHAIRMAN. In reply to Mr. Fort's questions in regard to

Ptofits on trust business, you said they were never carried on at a
Profit. What would you consider a profit in a trust transaction?
, Mr. LORD. We do not sell to our ow.n. trusts either mortgages or
,uoods except at our cost to the securities company and as I said
14.Mr. Fort, where there are funds in those trusts, they are deposited
!nth other institutions and the trust receives exactly the same rate of
Olterest we receive.
The CHAIRMAN. Where these various trusts have been invested in

Other stocks that are local and they have gone up in value and in
he management of those securities you sell them, do you give the
i'rOst whatever profit may have accrued on those investments?
Mr. LORD. Yes, sir.
The CHAIRMAN. You were speaking a few moments ago in regard

lo the consolidation of one, two, three, or more banks in small com-
Illonities, and I think you said it was better to have one well-managed
,ItPd conservatively operated money-making 1:Tik in the community
tuan to have three. Is it a voluntary proposition as to whether those
uanks get together
Mr. LORD. Yes, sir.
The CHAIRMAN. Do you not think it advisable to authorize the
oniptroller of the Currency? the Federal Reserve Board, or the

9Pervisor of banks to determine whether there are too many banks111 those towns and whether those banks should consolidate?
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Mr. LORD. I do not believe it would be wise to force them to CO
solidate, but I believe that the comptroller or the State banking
commissioner could advise with them with the result that the,r,
would be consolidations that would benefit the community. I u;
not see how you could force them to consolidate if they did ilu"
choose to.
The CHAIRMAN. Under the premise that the bank was not making

money and that there were too many banks in that area, could
the supervising function of one of those officers be applied se the'
it would become apparent that it was necessary to consolidate ill
order to facilitate the banking business in that community?
Mr. LORD. I do not know how you could do it by law, but I kli,011

that the banks always listen with open ears to the comptroller or we
State banking commissioner.
The CHAIRMAN. I am jumping from one thing to another here,'

Mr. Lord, but in the last few years we have had a change in We
method of financing industries; in other words, many industries el
now financing themselves through the sale of stock issues at
building up their treasuries that way. How has that affected ham'
ing business generally?
Mr. LORD. Take our own situation, Mr. Chairman; it has Iwo's-

sitated our carrying in the Guardian Detroit Bank—and I am using
that because I know that bank more intimately than any other',,
between 20 and 25 per cent of our deposits in Government bonw
because we have insufficient eligible paper.
The CHAIRMAN. That plan of financing tends to decrease the

amount of eligible paper in banks.
Mr. LORD. Yes.
The CHAIRMAN. And, because of that, you, just the same as mag

of the other large banks there, utilize Government securities as the
most convenient means of going to the Federal reserve bank, if you
have to?
Mr. LORD. As practically the only other way we can go to the

Federal reserve bank.
The CHAIRMAN. Do you not think that that is a situation that re'

quires very careful study in connection with any change in our baok"
uig system?
Mr. LORD. I do, sir.
The CHAIRMAN. Particularly when, in these days, we are hearing

a lot of talk about the amount of brokers' loans and all that, do yot!
not think that the changed conditions are a factor to be considered'
Mr. LORD. I think that should be recognized.
The CHAIRMAN. And before we deal with it we should know t°

what use that money is put before we attempt to regulate it?
Mr. LORD. Yes.
The CHAIRMAN. I am not going to keep you any longer.
Mr. LORD. GO right on.
Mr. Foirr. May I ask one question I omitted or, rather, two smell

ones?
Mr. Lord, we have a 10 per cent limit on individual borrowel

loans under the law. Do you think we should have any limit on tile
amount that might be loaned on the identical collateral by a ban'

L

nov,
easel

that

attc

eon(
the
kee
,
Ofti

t3
Iflit
We

the

Pei
to €kige
Ivo]

vvoi

rite]
gat
Pet

sal

il



ring
here
do
Dot

Ling
not
list

in

ow
the

re,
the
are
ad

ag

Is

BRANCH, CHAIN, AND GROUP BANKING 1167

liow that loans are made on collateral rather than on name in so many

Dir. LORD. No; I do not think so. I do not think it is necessary.
tLIAr. FORT. In many towns, is not the major type of frozen loans
gat the banks get on local securities?
Ur. LORD. Yes; but I think that situation is always called to the

attention of the bank of the examiner.
Mr. FORT. But he has no power to force them to do anything.
Air• LORD. He has no power, except that his comments on the

ic.fxidition of the bank, in my experience, are always recognized by
roe board and by the officers. So far as our bank is concerned, we
p a tunning record of how much is in General Motors stock and

1 W much in Packard stock, and so forth in connection with all ourtoans.

Air. FORT. Last week Mr. Wakefield, of the First Bank Stock
„._4̀41•poration, offered to furnish the committee his views as to the
,Pe of regulatory legislation which might be proper for the corn-
V.ttee to recommend, in regard to group and branch banking.
Iv uuld you be willing to do the same thing?
it,Mr. LORD. I would be willing to do anything you want me to
41at might be helpful.
81r. FORT. I think we would be very glad to have them. We
'mid get more help from you gentlemen who have had this ex-
r°rience in running these institutions as to the hazards we oughtn guard against in connection with inefficient and incompetent man-
gene nt than we can devise out of our own heads, and perhaps we
w°111d annoy you less if we got intelligent aid first.
Mr. LORD. I do not know that I can add anything to it, but I

'vould be glad to do anything I can.
Mr. Four. I think the committee would be very glad to get a state-

went from all of you gentlemen as to what regulations you may re-
as wise or necessary if the expansion of group banking is to be

ve"flitted.
n Mr. Logo. Have you in mind merely group banking, or the whole
'Ilbject of group, branch, and chain banking?
. Mr. FORT. Anyone of them. I think we would be glad to have the
views of any of these witnesses—don't you, Mr. Chairman?
The CHAIRMAN. I certainly do.
Mr. FORT. On essential regulation.

a The CHAIRMAN. After all, Mr. Lord, this committee is &ying to
constructively with this situation. Some of us are more or less

45Miliar with banking conditions throughout the country, but there
!ire men like you and the others who are in the midst of these under-
Lakings who can give us very good information, and we would ap-
Preciate it as a committee if you men who are appearing before this
,ecmunittee would take it upon yourselves to make any suggestion to,
48 which might be helpful to us in solving this whole problem.
, A.fter all, this is a study of the whole situation; we are looking for
!l at.
I want, on behalf of the committee, to express to you our sincere

14,13preciation of the statement which you have given us. I am sure it
'las been very helpful, but I am also of the opinion that, upon your
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return to Detroit, other things may occur to you that will be helpful
to us, and we would like to hear further from you and receive a,l'Y
suggestions which you may care to make.
Mr. Wm*. I think, in making suggestions in response to the re'

quest of Mr. Fort, he should not confine himself alone to suggestions

with respect to restrictive legislation, but if he thinks that there
any restriction that now exists that could be liberalized or rem0v,eu'
we would like to have that also. In other words, feel free to 011,er
such suggestions as to legislation which, if you were sitting in ?
place on the committee, would occur to you as being wise and 1ln"
portant.
Mr. LORD. I will be very glad to give you whatever may occur

tO

me in that connection.
(Thereupon, at 4.50 o'clock p. m., the committee went into execu-

tive session, following which it adjourned until Thursday morning/
April 24, 1930, at 10.30 o'clock.)
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THURSDAY, APRIL 24, 1930

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

'Washington, D. C.
The committee met in the committee room, Capitol, at 10.30 o'clock

• 41, Hon. Louis T. McFadden (chairman) presiding.
The CHAIRMAN. The committee will come to order.

i. before we hear from Mr. Rand, I would like to insert in the record
'Cre a communication which has come to the committee from the
uu,‘ uneapolis Council of Agriculture, under date of April 18, 1930, and
4hOther letter from Stanchfield & Co., St. Paul, Minn., under date01 April 22, 1930.
Unless there is objection, these letters will be placed in the record

at this point.
(There was no objection, and the letters are reproduced below.)

MINNEAPOLIS COUNCIL OF AoRiCuLTuRR,
Minneapolis, Minn., April 18. 1930.Col,

...MITIME ON BANKING AND CURRENCY,
house of Representatives, Washington, D. C.

(1,0k3NTLEasEN: C. T. Jaff ray, president Soo Line, former president and now
esetor First National Bank, Minneapolis; Joseph Chapman, affiliated with-lorthwestern National Bank, and manager L. S. Donaldson Co.; F. M Prince,
'1 st National Bank; W. H. Brammer, receiver Minneapolis & St. Louis Rail-

C. D. Mills, Midland National Bank & Trust Co.; L. E. Wakefield, Firstziatlonal Bank; F. B. Wells, Peavy Grain Co.; E. W. Decker, Northwestern

'
"allonal Bank, joined in a telegram sent to the then President Coolidge,
igfled by 20 in opposition to bill for the relief of agriculture, from which the
°flowing is quoted:

"FEBRUARY 15, 1927.
„r'As a result of our five years' diversified-farming program, the indebtedness

raember banks to the Ninth Federal Reserve Bank has been reduced from
P,5,000,000 to $3,500,000. Paper from closed banks acquired by the Ninthlederal Reserve Bank have been reduced from $14,000,000 to $1,800,000. Loansrowed by banks from the War Finance Corporation have been reduced from
r2,000,000 to $2,000,000. Total bank deposits in the Northwest now are the"lle as in 1920.
L.' We believe, with the proper methods of farming and application of sound
:usiness principles to our agriculture, almost every northwest acre can produce" gross profit of more than $25 annually.
82IDuring the past five years hundreds of thousands of dollars have been
,rot annually by northwest business leaders, representing railroads, banks,ittlotfacturers, newspapers, and many others, on educational work with thenorthwest farmers for the promotion of diversified farming."
a 46ain, in Minneapolis Tribune, January 26, 1927, Roy A. Young reports"eposits of district reached total held in 1920.

The sound financial position of the inland Northwest and its banking insti-
°lions is indicated by the fact that the loans of the Federal Reserve Bank of

1169100136-30--vot 2, PT 9-11
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Minneapolis to its members now are around $3,500,000, as compared ft°

$115,000,000 seven years ago," Roy A. Young, governor of the bank, told mesle7,.:
of the Northwest Shippers Advisory Board, and so forth, in his report as elis"

man of the board's committee on finance and credit. wed
"That the operating member banks in Montana on December 22, 1926,

the Helena branch of the Federal reserve bank but $23,033; on August 31, 1.'"'"

the banks' advances in Montana totaled $13,601,000.
"As further indication of the Northwest's improved financial situation, ilLe

banks of the ninth district to-day hold about the same total of deposits 
as 10

1920, when inflation was at its peak, although the number of banks has been

reduced considerably.
"Borrowing on a sound basis is legitimate and benefits the community of 

Ole

bank which does it."
According to press dispatches under date of April 6, 1930, L. E. 

Wakefield:

president First National Bank, Minneapolis, is quoted as having told ill;

House Banking and Currency Committee: "Since 1920, the Northwest has Ile

u
the scene of a constant struggle, political and economic, to reestablish ;se

foundation of its basic financial structures which were rudely jarred by t 

consequences of the war."
Developments which resulted in a group banking movement, he said, 

included.:

"The increase in production costs, due to sharp uptrend in output during ie`

war years and the general price level decline in 1920.

"PRIOR TO 1920

"The banks cooperated fully with the agricultural population by the elite!
sion of new credits which were reflected in tremendously increased dePesl.7i
A large equity in these newly developed farms was represented in 86'0'
mortgages held by banks as collateral for note loans.
"With the advent of 1920, the general price level took a sharp decline

the reaction followed throughout the entire credit structure.
"Much money from outside territory which was on deposit, attracted bY to

high rate of interest, was withdrawn.
"The pressure of the Federal reserve and trade associations against the

charging of exchange, deprived rural banks of another of their sources
Income. ye
"In reaching our decision to embark upon the group-banking program 0

were prompted solely by the necessity of some form of practical reorganize 
of the rural banking structure if the territory as a whole was to recover
the effects of the deflation. .1191-
"To correct the situation we felt that we would create an advisory orb- 40

zation, properly manned, and with sufficient banking experience to offer 'e

individual units making up the chain, expert advice and assistance ID
management of their local banks, that there would be no question as to
benefits which would accrue.
"We can expect that within a few years the farm mortgage will be restored

as a liquid instrument."
Mr. E. W. Decker, of the Northwest Bancorporation, Northwestern NatioP1

Bank, Minnesota Loan & Trust Co., on the same date is quoted: "The avers?:
small bank has been unable to earn a profit or even to pay the overhead
some cases. It can readily be seen that a bank operating on such a sit
margin would not be in a position to take care of such losses when they es'
necessitating the closing of its doors.
" They retain local officers and directors consisting of men intimately itirs

titled with local systems under the systems of group banking. Each State
the advantage of personal property taxes. In 1927 such taxes for Minnes°'
the Dakotas, and Montana amounted to over $3,000,000.
"The bank that can not make money should not be in business."
The attitude of Mr. Decker and Mr. Wakefield in 1927 seems to have bile

that there was nothing wrong with the Northwest—that there was no econoul,
problem, and it would seem to be substantiated by their message to Preside'
Coolidge.

riedFrom the statement of Mr. Young, it is found that during the 5-year Pe- ce
prior to 1927, the indebtedness of member banks in the ninth Federal resei4
district has been reduced by a total of $111,500,000, and paper from cleL
banks acquired by the Federal reserve bank, had been reduced $12,200n
Add to this, loans borrowed by banks from War Finance Corporation, Ww"
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IN'e. reduced $58,000,000. thus, according to Mr. Young's statement, during this
.,tlad of deflation, the residents of the ninth Federal reserve district had paid

total of $181,700,000 of obligations.
613,(11r Iii mind that this payment was forced—that is, the Federal reserve

refused agricultural paper for rediscount—and (luring this period, agri-
v.alture had no credit in the ninth Federal reserve district, this amount had to be
riaki out of its savings and current earnings, and during all of this period they

to pay the ever increasing tax burden, and all other obligations, other than
ietly Federal reserve and War Finance Corporation indebtedness.

th4uen again, Mr. Wakefield and Mr. Decker in that telegram state in offect
With proper methods of farming and application of sound business princi-

Pies to our agriculture almost every Northwest acre can produce a gross profit
. More than $25 annually. It would seem from this that the method of farm-
litlg and the unsound business principles used in the operation of the farming
ilaiustry in the ninth Federal reserve district for the 5-.year period prior zo
4e527 resulting as it did in the payment of $181,700,000 indebtedness to these two
Hreditors, was brought about by improper methods of farming and the applica-
"01) of unsound principles in the business of our agriculture.
,t These gentlemen now tell the committee that owing to the political and economic
ihrUggie to reestablish the foundation of its (Northwest) basic financial struc-
a",res a movement developed which resulted in group banking, and yet the facts
a, according to the statement of these gentlemen, that the group banking

t10venlent is about a year old, so all of this has developed, if you believe their
11,ternents in tile telegram to Mr. Coolidge, since 1927.

8,411 view of the now admitted unsound financial structure according to their
20'14%1:lents, what is the meaning of Governor Young's statement as of January

1927, that the sound financial position of the inland Northwest and its bank-
it'(g institutions is indicated by the fact that the loans of the Federal Reserve
'ard to its members have been reduced, and so forth? It does appear to the
Writer that these gentlemen in 1927 were in accord with Mr. Young, and atat tune agreed that the financial position of the Northwest and its banking
etitutions was sound. Their statement to Mr. Coolidge in the telegram that
ring the past five years hundreds of thousands of dollars have been spent4t41..

t, aally by Northwest business leaders representing railroads, banks, mann-
trtUrers, newspapers, and many others, on educational work with the Northwest
ttqlqllers for the promotion of diversified farming is another indication that
14t. gentlemen believed in the soundness of the financial structures up to
b. I, and the only flaw they found in the agricultural situation in the North-

Was improper farming methods and lack of diversification. Bear in mind
b lit at tills time in 1927, according to the statement of Governor Young, "total
ottitik deposits in the Northwest now are the same as in 1920," and the peak
$arlosits for that inflated war period was in 1920. ,

in view of the contradictory statements given to the President in 1927,
14a those statements given to the Committee on Banking and Currency in
_,C), have these gentlemen qualified as being competent to advise the agri-

irtural Northwest as to sound agricultural business and methods. In all
kil,!°rY I do not recall as ever having heard such all ill-advised and impossible

tenient as that they make when they say that every Northwest acre can
Ince a gross profit of more than $25 annually.

har. Wakefield says in a statement to your committee, "With the advent of
the general price level took a sharp decline." Again he says, "The pres-ktireqt of the Federal reserve and trade associations against the charging of

;.,hange deprived rural banks and others of another source of income."
th:`,L is true that there was pressure from the Federal reserve. In May, 1920,

Federal Reserve Board, in session at Washington, singled out the agri-
ural industry for deflation, and the instructions went to the various Fed-
reserve district banks to refuse agricultural paper for rediscount pur-

178, so that as far as the agricultural section is concerned in the district of
tò tell Mr. Wakefield and Mr. Decker speak, the Federal reserve bank failed

tanction for the purposes for which it was created, and when you bear in
1̀1(1 that in addition to this $181,700,000 of obligations paid through the Fed-

reserve bank and the War Finance Corporation, and vastly larger sumsObligations that must of necessity have been discharged in the other avenue
kounance, it is a wonder that the condition in the Northwest is as favorable

is. None but a people of the hardy pioneer type, with a territory rich in
-1.9ral resources, as this territory is, could have survived.
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You will bear in mind in this connection that Mr. Wakefield and Mr. Decit,r4
probably seconded and helped shape the policy of the Federal reserve ba11!
with reference to agricultural paper at this time. Mr. Young came to till
Ninth District Federal Reserve Bank as assistant to the then Governor WOlcut
and upon Mr. Young's selection as governor of the Ninth Federal Reserve MAD,
Bank, Mr. Wold became affiliated with the Northwestern National Bank, (4
which Mr. Decker is the controlling factor.
Mr. Wakefield further states to your committee, "In reaching our decision t°

embark upon the group-banking program we were prompted solely by the 'weer,
sity of some form of practical reorganization of the rural banking structure
the territory as a whole was to recover from the effects of farm deflation.
Is this an admission on the part of Mr. Wakefield that the Federal reserve 1)50_
as it functions, is a failure, and can not aid a territory in recovering froni
effects of deflation brought about by causes beyond their control, and t1,4
responsibility for this deflation rests, as Mr. Wakefield places it—upon If,
consequences of the war, he might well add that the evil consequences follosvha
this were augmented and enlarged by the action of the Federal reserve systt
in denying this depressed territory the aid of credit through the Federal reser':
system. Not only denial of aid and credit but the ruthless demand for til̀
immediate payment of all agricultural paper.
"Prompted solely by the necessity of some form of practical reorganizati°

of rural banking structure"—the first evidences of spreading out, or a groll

control, was when the First National Bank and the Northwestern Nationt

Bank of Minneapolis acquired control of various other banks in the citY
Minneapolis and in direct violation of what I believe was the law attempted

operate them as branches, and this was long before they felt the prompting
the reorganization of the rural banking structure. They state that they fe`i
they "could create an advisory organization properly manned and with suflietel134
banking experience to offer to individual Units making up the chain exPe
advice and assistance in the management of their local banks,"
Who are these supermen who have advised agriculture through these peri°1

of depression and who have now, that they are displacing the community laintte'l
the community center, and forming a channel through which they can contre,

the entire flow and line of credit and money to every community in the Nortir
west—is there anything in history of either of these men or the institutionO

that they are connected with which, if carefully examined, would justify
least efficient farmer or business man in placing his future and his prosper'w
in their hands? It is the opinion of the writer that if an examination Wani
made and an investigation held upon the methods used in the distribution °
funds through the Northwest Agricultural Credit Corporation and, if you pleof;
In the methods used by the First National Bank and the Northwestern Nations;
Bank in acquiring control of various banks now constituting their group, th,,.n
red-blooded Americans, proud of the liberties and honesty of its countrytorP"
would bow their heads in shame.
Your committee can not expect to secure from these gentlemen any adne

sion that they used anything hut the very kindliest persuasion to get ball";
Into their group, neither can you expect a small community banker, with t
very healthy bank, who is still independent, to come before your committre
and tell you of the means and methods employed to indicate to him ti't
necessity of his joining one group or other or finding himself possibly walla,

means of establishing a clearing, or a correspondent in either Minneapolis o'r

St. Paul. It is likely that a few independent bankers will appear before 1°_onl
committee and give testimony along this line but for the most part they
not care to incur the displeasure of a clearing house in Minneapolis and DI.
Paul, which is necessary for them in order to serve their customers. Mint

apolis banks no longer are in competition to secure correspondent accounts fr0 i.
the country banker and the independent banker is finding it harder and hart
to comply with the regulations required for carrying an account in these ba1217
through which to clear. In fact, It will be found to be true, I believe, tin
the group banker is now analyzing personal accounts and a small account Oa_

is active is being analyzed to determine whether there is a profit sufficient 1!,

the handling of the account to warrant their extending that convenience II:,
some of their customers and perhaps shortly the edict will go out that accoun"

that do not carry a daily balance of $500 or perhaps $1,000 are not desired. I
Your committee is undoubtedly familiar with the earnings of the Federo

reserve bank in the ninth Federal reserve district covering the territory di!,
cussed by Mr. Decker and Mr. Wakefield. I merely want to call your atteP
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to the earnings for the year 1921, in which occurred this sudden and drastic
4edation, and I believe it will be found that the Federal Reserve Bank of
,Ilinneapolis earned 126 per cent on its capital. There is something wrong
;‘,Illen a banking institution, at a time of distress felt in every home throughout
e district, can earn such an exorbitant income upon its capital invested and
! continuation of such a process is sure to absorb the entire production of

,wealtla and savings of any community wherein an institution of this character
Dermitted to exist.
, The inadvertent use of the word " chain " by Mr. Wakefield must not go
.ennoticed. Evidently he is having the same difficulty in differentiating 
a

be-
group bank, branch bank, and chain bank that Mr. Pole, Comptroller

%the Currency, experienced in his efforts and explanation to your committee.
In Mr. Pole's examination by your committee, the statement was made that
nadian failures were rare, yet those failures are more far-reaching and but

teethe Dominion Government coming to the rescue of the Canadian Bank of
nnnerce, one more failure might have been added, and we all know of the-

eellallse of the Home Bank, and I venture to make the statement that if there
were 110 bank examinations and regulations in the State of Minnesota, 90 per-
cent of the State banks closed would be still operating.
„When Mr. Decker states "The bank that can not make money should not
rin business," he gives you an insight into the workings of his mind, mayhap,
dicating that the controlling factor with him is—will I make money. It

:u2ly be that the Northwestern National Bank's business has been very profit-
Tte during this time when desolation, abandonment of homes, misery, and want
*talked throughout the district, that his institution should serve. Speaking
." taxes, it may be that the statement. the States of Minnesota, the Dakotas,
ld Montana taxes amounting to over $3,000,000 is true, but he does not say

Lunt this amount was paid, nor does he say that the national banks went into the
coUrts in Minnesota in an endeavor to pay a lesser amount, and they are now
114,Ying taxes in Minnesota under a "Gentlemen's agreement."
A‘juhe unit bank and the banking system in operation for so long in the United
netes, has adjusted itself to the rapid growth and development of the greatest
lation on earth. and until the Federal reserve system was adopted, no valid
Itrictment of our banking system would stand, so that it would appear that

functioning of the Federal reserve bank, or its failure to function, as
j,!ittipated, has hindered, or obstructed America's banking system from ad-
Sting itself to meet the conditions that have arisen since the adoption of the

;ederal reserve system, or perhaps more rightly, since it began to force
ledation beginning in 1920.
I, And it seems to the writer that the outstanding conclusion that can be drawn
4;41 our banking experience is that to no small group of men, however patriotic
' el may be, can be given the control of money and credits when such control,

t„lercised for other than the common good of the whole people, might result
Profit or advantage to some group or section and to the disadvantage, neces-

Z1,11Y, of some other group industry, or section, and perhaps to the personal
"In of the group controlling the flow of moneys and credits.
Itespectfully submitted.

•OdITTEE ON BANKING.
OENTLEMEN : I wish to protest against any legislation in favor of group or

/ encli banking. Rather, I urge action which will absolutely prevent action, as
4,elnly believe it will nullify all good features of the reserve system.

, gr. Wakefield's testimony on April 16 was remarkable for what he did not
'ell you.
He (lid not tell you that his 150 banks are controlled absolutely by the credit

rDartment of the parent institution and the old officers are merely puppets..
e local paper is examined by and absolutely controlled by a traveling credit'44n, who can have and has no interest in local affairs.
He did not tell you that through Ills trust companies and subsidiaries he

Peobably holds an amount of bad farm paper proportionate to any rural bank.LI-le did not tell you that increased money power will enable him to make'lege speculative loans in which his sole interest is large underwriting profits.8 he greatest hindrance to the development of Canada has been its bankingtem. In a rural town the only logical man to increase its prosperity is

JOHN MEYER, SCGTCiary..

STA NCIIFIELD & CO.,
St. l'aul, Minn., April 22, 1930,
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the banker, for he is in a sense the partner of every borrower and mutual

success is vital.
The group bank is merely a safe-deposit vault, and it is the consensus of

opinion of business men of this territory that group banking spells the ultimate,
ruin of the rural town. Too much centralization of money power is probabb

the cause of our nation-wide depression; in part, at least.
Any favorable legislation toward group or branch methods will simply be,

another nail in the coffin of the Grand Old Party, a coffin which, since the with
.has been almost totally completed.

The opinion of an individual citizen will probably reach only the waste'
.basket, but all the people can not be fooled all the time, as the Whig Part)

discovered.
Respectfully,

GEO. F. STANCHFIELD.

The CHAIRMAN. We have before the committee this morning gr.
George F. Rand, president of the Marine Midland Corporation

of Buffalo, N. Y.
Mr. Rand asks that he be permitted to make his statement without

interruption until he has completed it. So, if you will, Mr. Rand,
proceed in your own way.

STATEMENT OF GEORGE F. RAND, PRESIDENT MARINE MIDLAND
CORPORATION, BUFFALO, N. 'Y.

Mr. RAND. Mr. McFadden and gentlemen of the committee,
think that my statement will cover our corporation pretty well, and

after I have completed it I will be glad to answer any questions
you ask if I am able to.

INTRODUCTION

While the term "group banking" is of comparatively recent origin, tile
need for such a relationship between the larger city banks and the small 
town banks has become increasing evident to us for years past.
The traditional American banking system functioned for many years, before

the era of the automobile, good roads, radio, consolidations in industry, etc.,

quite successfully. Changing business methods have, however, made it in'
creasingly difficult to transact business in the smaller towns profitably 85
heretofore. Where formerly there were possibly 15 or 20 small or moderate

sized manufacturing concerns or Jobbers in a city of 25,000, there are 110°
perhaps 4 or 5 big companies. If these operate as branches of a parent c0,r2
poration, the bank balance which they carry in that community is probablY
reduced to petty cash or pay-roll accounts. If, on the other hand, they are_
the head offices of large corporations, their credit requirements are probaim
In excess of the available bank credit in that community, and if they have
large bank balances, these are probably carried in the larger metropolitan

banks either for the purpose of assuring adequate lines of credit or possibil
as a matter of safety. These conditions apply even in cities the size of Niaga1'5
Falls, Troy, and Rochester, the population of which ranges from 80,000 to
250.000.
We have had small banks come to us to sell or rediscount either secured 01.

unsecured paper which they are unable to handle on account of certain definite
limitations, perhaps because of insufficient resources. They have come to 05
pledging bonds other than Government securities, usually when bond prices
are low and money is in demand in their local communities. They have eve°
been forced to sell securities at times when they have had to take losses of 8
substantial character.
On the other hand, occasionally, lacking a sound local market for their

funds, in order to keep their money In use, we have seen such banks take
unsound credit risks locally or purchase investments in an inexperienced will'
being unduly influenced by the prospective yield. Prom our experience 0_,1
might cite instances where credit has not been granted to local enterp188:
because the amounts involved were not within the ability of the local ba08
to loan. The same local enterprises have found it difficult to obtain credit

L
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BRANCH, CHAIN, AND GROUP BANKING 1175

Ainder the correspondent banking system because the granting of such credit
InVolved an intimate knowledge of the company's management. Under the
sYstem of group banking such credit is extended, because through tile local
unit In the group there exists the necessary intimate knowledge of the com-
Dany's affairs and the resources of the entire group are thereby made avail-
able to it.
The management of the Marine Trust Co. of Buffalo has for years had an

!Merest in a small city bank (the First Trust Co., of Tonawanda). Through
lts affiliation this local bank has been able to keep its funds safely and profit-
ably invested and to supply the credit requirements of its community so
adequately that although it is in a city of 15,000 population. no other bank
lrts been started there, every other bank having failed years ago. Because of
lt5 relationship with the Marine Trust Co., this bank has experienced few of
I he difficulties which beset the management of the average small bank operating
alone.
Our experience with these conditions and knowledge of these facts prompted

OS to form tile Marine Midland group.

BACKGROUND

The Marine Trust Co. of Buffalo is the direct successor of the Marine Bank.
a New York State corporation, organized in 1850. In 1902 it became the
Abirine National Bank of Buffalo and absorbed the Buffalo Commercial Bank.
Which had been organized in 1836, so that it can now trace its corporate
eristence over a period of 94 years.
Branch banking in Buffalo started in 1916 when Bankers Trust Co. of Buffalo

(10orge(l into the Marine Trust Co. in 1919) organized by George F. Rand. sr..
°belied its Cold Spring branch. After it had absorbed tile Central National
'tank, it continued to operate the office of that institution as a branch, thus
ebening the first two branch banks established in the city of Buffalo.
George F. Rand, sr., who was at that time president of the Marine Trust

:-o• of Buffalo. was the first advocate in that city of branch banking. He
._inaugurated the definite policy of developing branch hap].•z in all of the more
;InDortant community centers within the city for the puri,,p4e of bringing bank-
Lug facilities within easy reach of all the retail business and residential centers.
inereby encouraging greater use of such facilities, educating the public in the
various branches of banking service which were available for their use. and
Inducing the removal of hoarded savings from chimneys, socks, and mattressesto the vaults of a financially responsible bank.
In carrying out this policy the Marine Trust Co. of Buffalo has continued to

°Den branches, with tile approval of the State superintendent of banks, at
various central locations, until it now has some 34 of such branches within the
City of Buffalo, operating to the mutual advantage of the public and the trustCompany.

Concurrently with the development of branch banking within the limits of the
Vt3' of Buffalo, Mr. Rand, sr., began laying the foundation of the present
atarine Midland group of banks, through extending tile influence of the Marine
Trust Co. outside the city of Buffalo. He had started his banking career in
Tonawanda and was a substantial stockholder in the First Trust Co. of Tona-
Wanda at tile time he became president of the Marine Trust Co. This Tona-
wanda bank, therefore, as stated above, was closely affiliated with the Marine
Trust Co., and the officers of the latter institution, as directors or advisers,
Played a very important role in guiding the policies and extending the develop-
ment of the smaller bank.

It was largely as a result of this experience, referred to above, and of the
realization of the mutual advantages to be derived from such relationships that
the officers of the Marine Trust Co. began systematically to build up a groupOf banks affiliated with their larger institution through closer cooperation, some
Common stockholders, and a growing acquaintance and friendship among the
°Ricers and directors.
The group so built up comprised, prior to the organization of Marine Mid-

land Corporation in September, 1929, the following banks:

The Marine Trust Co. of Buffalo.
Union Trust Co. of Rochester.
Niagara Falls Trust Co.
First Trust Co. of Tonawanda.
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State Trust Co. of North Tonawanda.
Lackawanna National Bank.
Niagara County National Bank & Trust Co. (Lockport).
Peoples Trust Co., Binghamton.
Workers Trust Co. of Johnson City.
Union Trust Co. of Jamestown.
Bank of East Aurora.
Bank of Snyder.

MARINE MIDLAND CORPORATION

On September 23, 1929, Marine Midland Corporation was incorporated under

the laws of the State of Delaware, with an authorized capital consisting of
10,000,000 shares of the par value of $10 a share, for the express purpose,
among other things, of acquiring a controlling interest in the stock of vatious
banks and trust companies in the State of New York. Certified copies of its
certificate of incorporation and by-laws are attached hereto, marked " Schedule
1 and 2," respectively.

Offers were made to the stockholders of all of the banks listed above, and,
also to the stockholders of the manufacturers National Bank of Troy, Cortland
Trust Co., Orleans County National Bank and Bank of LaSalle (Niagarl
Falls) to exchange their stock for stock of the new corporation. The ratio el
exchange was in each instance worked out between officers of the new er"
poration and officers and stockholders of the respective banks, giving due
consideration to the earning power, liquidating value and market value of these
bank stocks, and taking the stock of Marine Midland Corporation at $60 a share.
Concurrently with this offer, underwriting agreements were entered into for
the sale for cash of 1,000,000 shares at $60 a share, less commissions to the
underwriters.
The formal offer of exchange was made to the stockholders of all these banks

on September 24, 1929. They were given until October 7, 19'09, to deposit their
stock. On October 17, 1929, the necessary number of shares having been
deposited, the underwritten stock was taken up by the bankers for cash, and
1!,025,055 shares of stock were issued in exchange for stock of all of the banks
other than the Marine Trust Co. of Buffalo. On October 21, 1929, 2,816,430
shares were issued in exchange for stock of the Marine Trust Co. of Buffalo.

On October 25, 1929, an agreement similar to those made with the first 16
banks and trust companies was made with the stockholders of the Power ott
Bank of Niagara Falls, and on November 30, 1929, 140,328 shares were issueri
in exchange for stock of that bank.
On February 28, 1930, an agreement was entered into with the stockholders

of Fidelity Trust Co., of New York, similar to the agreement previously entered
into with the stockholders of the other banks and trust companies for (be

acquisition of stock of that bank. In this case, however, stockholders Of
Fidelity Trust Co. were offered the option of exchanging their stock either fe!
13/4 shares of Marine Midland stock, or for 1 share of Marine Midland stoei
and $40 in cash in exchange for each share of their stock carrying one share

of stock of Fitrust Corporation, an affiliated securities company.
This was the only instance in which cash was paid by Marine Midland for

stock of its affiliated banks, except a small amount paid for adjustment Of
fractional shares.
Under this agreement, on March 29, 1930, 274,893 shares of Marine Midland

stock and $8,498,360 in cash were delivered in exchange for 248,169 shares of
the capital stock of the Fidelity Trust Co. of New York, and the same number
of shares of stock of Fitrust Corporation.

PRESENT DANK HOLDINGS OF MARINE MIDLAND CORPORATION

Additional stock of all the banks was deposited and accepted for exchang'e
after the deposit date until as of April 9, 1930, Marine Midland Corporation
held stock of the various banks which, with directors qualifying shares retained
by the directors, constituted over 97 per cent of the aggregate number of share
of the 18 banks and trust companies.

Attached hereto, marked "Schedule 5," is a statement showing in detail the
number of shares of stock of each bank and trust company authorized and our:
standing, the number held by the directors as qualifying shares, the numbei
of shares exchanged and held by Marine Midland Corporation, the combined
percentage, and the number of shares remaining available for exchange held
by nondepositing stockholders.

1
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DIRECTORS OF MARINE MIDLAND CORPORATION

Attached hereto, marked "Schedule 3," is a list of the directors of Marine
Midland Corporation as of this date, showing the principal business occupation
Of each.

DESCRIPTION OF BANKING INSTITUTIONS CONTROLLED

Attached hereto, marked "Schedule 4," is a statement as of March 31, 1930,
Of each of the banking institutions controlled by Marine Midland Corporation,
Showing its name, location, capital, surplus, deposits, and total resources;
whether it is national or State; and which of the State institutions are not
Members of the Federal reserve system.

CORPORATIONS OTHER THAN BANKS CONTROLLED BY MARINE MIDLAND CORPORATION

It is the policy of Marine Midland Corporation to own the stock of banking
corporations only. However, in the case of two of the banks acquired there
were affiliated securities corporations controlled by the stockholders, the stock
Of the securities corporation being transferred with the stock of the bank.
Therefore in acquiring majority interests in the stock of these banks Marine
Midland also acquired a controlling stock interest in these two securities cor-
Dorations, viz, Security Properties Co. (Inc.), affiliated with Manufacturers
National Bank, of Troy, and Fitrust Corporation, affiliated with Fidelity Trust
Co., of New York.

METHOD OF ACQUIRING BANKS

Generally speaking, the policy of Marine Midland Corporation is to acquire
holdings of bank stocks through the issuance of its own stock in exchange

therefor, but this policy will not prevent it from using cash for part or all
Of the purchase price if that means will be helpful in any given case.

CAPITAL STRUCTURE AND STOCK DISTRIBUTION

As already stated, the capital structure of Marine Midland Corporation is
extremely simple, there being only one class of stock authorized, consisting of
10,000000 shares of the par value of $10 each.
The extent and method of stock distribution may be etinsidered under two

heeds. The stock issued in exchange for bank stocks was, of course, distributed
elnong the stockholders of the various banks who deposited their stock under
the several plans and agreements and received Marine Midland stock in
exchange therefor when the requisite amount of stock had been so deposited,
and the transactions were closed. In addition to this stock, 1,000,000 shares
Were underwritten and offered to the public at $60 a share. This public offer-
Leg was made by Stone & Webster and Blodget (Inc.), White, Weld & Co.,
u_bas. D. Barney & Co., Schoellkopf, Hutton & Pomeroy (Inc.), and Marine
Union Investors (Inc.), and 75,000 shares underwritten without commission by
certain individuals were sold to the management at the same price paid by the
Public. The total number of stockholders of the corporation is now somewhat
_eVer 20,000. The complete statement as to the distribution of stock in all
Marine Midland cities is as follows:

Place Number of 
stockholders Total shares

New York:
Buffalo .. — - - 

------------------------------------ 
 ---------------------6,505

New York City ------ , ---------------------------------------------- 2, 667
Rochester 

--------------------------------------------------------------- 

1 
1, 555

2, 891, 844
877,911
249,067Troy---- _ _ _ . ------------------------------------------------------------ 534 102 650

Niagara Falls ---------------- --
Binghamton 

------------------------------------------------------------

967
184

231, 297
31.788

Tonawanda ---- _, ------------------------------------------------------- 194 115,455
North Tonawanda ------------------------------------------------------ 169 84, 210Lockport- .... ------------------------------------------------------ 372 62, 315
Johnson City ----------------------------------------------------------- 80 11,457
Lackawanna ------------------------------------------------------------ 57 1, 535
Jamestown -------------------------------------------------------- 120 16,653
East Aurora 83 8,064
Cortland_ ---------------------------------------------------------------- 126 8, 2961
Albion , 47 1,864
Snyder I 116 3,458

Total Marine Midland cities 13, 778 4, 698, 464
411 other communities in New York State 2, 191 287, 778

Total, New York State, 427 I
1 15,967 4, 986, 242

, Nom—There are many communities tributary to Marine Midland cities whose figures are not Includedm Marine Midland cities totals.
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Marine Midland stockholders are distributed through 45 States, Canada, Eng'

land, Hawaii, and the West Indies.
In many cases where, under the unit system, one individual or a group of

two or three controlled the bank and the number of stockholders in the cos:
munity was comparatively small, now there is a much wider distribution 

of

Marine Midland stock throughout the same community and the percentage of
customers who are stockholders has been and is being substantially increased.

MARINE MIDLAND GROUP (INC.)

Marine Midland Corporation is purely a holding corporation, organixed.

under the laws of Delaware and transacting no business in the State of Nt.'A.
York. For the purpose of affording the various banks in the group the beneitt.s

of centralized supervision, cooperative buying and selling of securities, stabili-

zation of methods of operation, cooperative purchasing and advertising and tile

other advantages which naturally accrue from group organization, the abote

corporation was organized under the laws of New York as a management
company.
This company has only a nominal capitalization and all of its stock is owned

by the trust companies or officials of the banks comprising the group. It has lts
head office in Buffalo and a board of directors comprising representatives trel!I

all of the banks in the group. Under management contracts with each bank,
Its expenses are prorated quarterly among the various banks in proportion to
their deposits at the beginning of the quarter. This company has adopted 11,

very carefully worked out program covering the service which it renders ans
will render to the members of the group, which may be analyzed as follows:

1. Supervision and examinations.—An expert examiner, who was formerlY s
chief bank examiner of the New York State banking department, has bees
secured to head this department. He, with his associates, and with the assist"
ance of auditors drawn from other banks than the one being examined, wilt
conduct frequent examinations of the various member banks, thus insuring
that they will be maintained in excellent condition, that their methods will
be up to date and standardized according to the best accounting practice, and,
that any weaknesses will be promptly discovered. The best methods develoPen
in any one bank will be made available for all in the group. This we conceive
to be the most important service rendered available by the group system, ails
one which will inevitably tend to weed out incompetent officials and doubtfill
loans, build up the standards of each separate bank, and give to the smallest

institution the same high character of supervision otherwise available onlY
to the larger institutions.
2 Advertising and new biminess.—Through the management company a na-

tional publicity campaign is being carried on which has certain unique features
Each advertisement has reference specifically to one of the communities is
which the Marine Midland Group operates and features that city and the
particular bank located there, Batten, Barton, Durstine & Osborn have been
retained as publicity counsel, and a comprehensive program is being worked
out by which all the banks will benefit from the publicity of each and the
development of the local community in which each is operating will be
consisteittly advocated.

Representatives of this department will also be constantly on the alert to
obtain new business for the various member banks. This department will
furnish a clearing house where all information regarding business developments
which offer opportunity for banking service will be noted and followed 111).
Through having the combined resources of all the member banks at their
disposal, representatives of this department will be able to offer lines of
credit and other banking service commensurate with the needs of the largest
corporate enterprises in the country.

3. Bonds and Investments.—One of the important divisions of this manage'
ment corporation is that which will analyze the investments of the various
banks and assist them in making changes in their portfolios. The highest class
of investment service will thus be available for each bank and information
possessed by any one will be open to all. Experts have been at work for months
analyzing the portfolios of the various banks and recommending changes in
the investments tending to strengthen the list and increase the rate of return.
Their advice will always be obtained before any changes are made, and they
will likewise call the attention of the several banks to opportunities for
profitable and safe investments as they arise.
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4. Centre/ credit central credit file is being inaugurated which will
Contain credit information regarding customers or prospects whose principal
,,,4hees are located outside the immediate territory served by the group. This

be of great value to any member considering increasing lines to such ens-
miners or extending lines to new prospects. In addition, the credit files of
eac_11 bank will, of course, be at the disposal of all the members.
0. Central purchasing bureau.—As standardized forms and equipment are

'etroduced throughout the group, economies will be effected through the employ-

rent of the services of this department in making purchases in larger quan-ties and on better terms than otherwise possible.
t Trust departtnents.—One of the most important services will be that per-

to the trust departments of the various institutions. Here, especially,
e smaller banks are lacking in the experience and facilities which would,

Soable them to develop trust business in their communities. Efficient trust
rucers will be at the disposal of all the members of the group, so that the
,eternal organizations of their trust departments will be standardized, enlarged,.

improved, and their external relations with the community correspondingly
qeveloped.
,..7 • if isoel aneou8.—In addition to the services outlined above, this company

in position to help the member banks in many other ways, as for instance
developing their travel departments, their foreign departments, their real-

'bite and mortgage departments, and in all the other branches of banking.
One which should perhaps receive special mention is that of industrial survey

4141 financial advice. The company will supply experts to study the business
elethods and conditions of customers who are not making good, and to give
e_avice regarding changes in business methods or capital structure, by means of
which results advantageous to the banks and customers alike may be obtained.

GEOGRAPHICAL AREA

The Marine Midland Group is the normal development of affiliated banks
throughout a territory closely bound together by common ties of industry, com-
rnerce, and finance. This development started in the so-called Niagara frontier,
OClUdiiig the cities of Buffalo, Niagara Falls, the Tonawandas, Lockport, and
(,ackawanna, as well as the smaller communities of East Aurora, Albion, and
!mAler, and the territory immediately adjacent to the Niagara frontier extend-

as far south as Jamestown and as far east as Rochester. All of these
eenununities are united by close trade relations, and the territory which they
ec,ever may properly be described as a "trade area" in the restricted use of
'Mit term. By a normal extens:on three banks in the adjacent territory, known
LIB the southern teir, were added to the group in Binghamton, Johnson City,
.411a Cortland. Also In recognition of the fact that the conirnerce of western
"d central New York normally flows largely along the route of the Erie

and the New York Central Railroad a representative bank in the mann-
,ecturing city of Troy was added to the group. Finally, to round out the
,territory served and pursuant to the plan originally adopted, which recognized
the necessity of a New York City connection because of the very large volume
et trade, commerce, and finance between all of these communities and that
City, the Fidelity Trust Co. of New York was acquired by the group. For
flenerattions all the so-called " up-State " banks and industries in New YorkliV e had close business and financial relations with New York City.
The entire territory served by the Marine Midland Group may, therefore,

41/1.0Derly be regarded as a " trade area." The rural communities in the
,..e.lithern tier send their dairy and farm products to New York City. Grain,
!Jig iron, flour, and many other commodities originating in western New York
41..„__e shipped to New York City by rail or water transportation.
The State of New York is an economic unit bound together by a community

'r trade, transportation systems, uniform business customs, and the stone laws.It 15 also a financial unit comprising substantially the entire New York Federal
reserve district.
At the present time we do not contemplate the acquisition of any addi:tit)„ nal banks outside this territory, as we feel that we should first coordinate

:ae banks which we have acquired and such additional ones within these limits
:18 We may acquire in the near future before considering the possibility of
"rtending our investment beyond these lines. As a matter of principle, how-
ever, it would appear reasonable that a group of banks controlled by one
eernoration need not of necessity be confined to the limits of any one State
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or Federal reserve district. Certainly, where a recognized trade area overlair"

such lines the group of banks might well be likewise extended.
If the group is to be confined to one trade area, the definition of trade aree

should not be too limited or narrow, but should be broad enough to include

sufficient diversification so that if one locality is going through a busbies°
depression the others will be far enough removed not to be affected by such a
purely local condition.

Such a condition of trade area has been repeatedly recognized as applicable t!
New York State and contiguous territory. The United States Governmem
'census figures and all official reports divide the country into standard sections,
•one of which is the Middle Atlantic division, comprising the States of Nes4.
Xork, Pennsylvania, and New Jersey.
l'he Federal reserve district No. 2 comprises all of New York State, Fairfied

County in Connecticut, and the northern section of New Jersey as far aa
Mercer and Ocean Counties.
In the Market Data Handbook of the United States, published by liatten,

Barton, Durstine SL Osborn in 1929 as the result of an exhaustive field still
and statistical analysis covering several years of work, a trading-area map s„
the United States is presented which includes as a "major area" New Yoe:
State, 5 counties in Connecticut, 14 counties in northern New Jersey, and a Pe'.
tion or all of 9 northern counties of Pennsylvania. This so-called "major trade

area" has been adopted as the basis for sales promotion programs by a nursbe!.
,of large corporations, including, among others, Armstrong Cork Co., Atwar',:
Kent, Johnson & Johnson, Zellerbach, Clicquot, and General Electric Co. T11°
last-named company in its bulletin, Sales Office Territories, published PI;
nary 1, 1930, prints a map showing its New York sales territory to be exactu
that of the "major New York area" described above. International Magazi,1!
,Co. has issued a study of trading areas called Trading Area System of 3111,
Control, copyrighted 1929. In this a marketing map of New York State 15
published including, in addition to New York State, a portion of Connecticar,
northern New Jersey, and five counties in northern Pennsylvania. The Sars!
territory is shown on a map published by the Chicago Tribune Book of Fact-
Issued in 1927, except that the last named includes all of the State of 

No'_ 

Jersey instead of only the northern part.
From all these references it is clear that both logically and by recognised.

governmental and business authorities the territory served by the Mart"'
Midland Banks is well within a recognized major trade area.

Whether or not any geographical limitation upon the group is wise dePend'
largely upon each particular case, and until experience has given us more
-information upon which to base a judgment in this regard we prefer to remain
open minded.

GENERAL COMMENTS—RELATION TO GOVERNMENTAL OFFICIALS

Marine Midland voluntarily offered to permit the New York State superin:
tendent of banks to examine its business, affairs, and records at any time 0'
fully as though it were subject by law to such an examination. Later, the
New York Legislature amended the banking law so as to extend the jurind,i,e:

lmtion of the banking department to corporations affiliated with State ba'
or trust companies, and the governor has approved this bill. In my opinion
this is a proper arrangement. We are equally willing to submit to examination
by the Comptroller of the Currency, since some of our banks are nations`
hanks and others are members of the Federal reserve system.

STOCKHOLDERS' LIABILITY FOR ASSESSMENTS

Under both Federal and State laws, the stockholders of banks and trust c001:
panics are liable to an assessment for the benefit of creditors in an amoUrs,
equal to the par value of the stock owned by them. Bank holding corpora
tions have sometimes been criticized on the ground that they constitute a!
evasion of this liability. I feel that the contrary is the case, and that saes,
a corporation, properly organized and conducted, makes the stockholder 
liability much more readily enforceable.

Experience has demonstrated that under the ordinary unit banking conq
Cons less than 50 per cent of such liability is in practice actually collecre"
'Contrast this with our own situation. It is almost inconceivable that
'condition could arise among our banks where the stockholders' liability could se'
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BRANCH, CHAIN, AND GROUP BANKING 1181

!* enforced 100 per cent. The total authorized capital stock of all our banks
$28,025,000, which is, therefore, the extent of stockholders' liability, if all

Lue banks should fail so badly as to make the maximum assessments necessary.
11.,gainst this, Marine Midland Corporation has over $45,000,000 in cash, outside
te investment In bank stocks, and it is our policy to keep at all times an
amount in cash or its equivalent equal to our aggregate stockholders' liability
fl the bank stocks owned by us. It is, however, beyond the bounds of proba-
1!11tY that any such situation as the failure of all the banks should arise.
1.x it did, it could only be as the result of such a cataclysmic financial debacle as
,soould render the ordinary individual stockholders' liability actually unen-
torceable to any extent.
Experience has demonstrated that in nearly all cases it is the smaller banks

Ibvilleh get into difficulties requiring resort to assessments against the stock-
olders. When we remember that the total surplus and undivided profits.
Of our banks combined is $42,134,389.72, as of March 31, 1930, or half again,
ss much as their total authorized capital, and that the Marine Midland'Corporation owns substantially all of this surplus and undivided profits in.
Other banks (in addition to its other resources) it is readily seen that payment
(,)! an assessment by any one bank in full is assured. Certainly, therefore,.
"le depositors have vastly stronger protection than In cases where the stock
Of, a bank is widely scattered among individual holders of every variety of
'YR', business, and financial responsibility.
If a holding company were organized to own only the stock of a single bank,.

al111 no other assets, then it might properly be said to constitute an evasion of
the stockholders' liability. But where, as in our case, the holding company-

the stock of a large group of banks, located in many different com-Is
titaties, and serving widely varying industries, and has also a substantial
Oltli outside of such bank stocks, there can be no possible conclusion but that
'11,e stockholders liability becomes a much more readily enforceable and valu-
tMe asset of each separate bank. Moreover, the actual obligation of the hold-
111C company to protect every bank in its group is far greater than the legal.
.091f1rements represented by its stockholders' liability. It would be fatal for.

to permit any single bank controlled by it to fail for any cause whatever.
itS Moral responsibility goes far beyond its legal obligations as a stockholder.

GROUP BANKING THE NATURAL RESULT OF MODERN ECONOMIC TENDENCIES

i During the past 10 years the methods of conducting business in this country
Ore been revolutionized. As stated by Comptroller Pole in his testimony
.ofore this committee: "The economic movement away from a large number of
I,Bdependent local utility and industrial operating units towards a stronger anct
41Boe centralized form of operation in the large cities has curtailed the op-
Ilortunities of the country bank for diversity and extension of business while.
Broadening those opportunities for the large city bank. * * The expenses
(If °berating banks have been materially—very materially—increased. The op-
t sortunities of the country banks have diminished in that the small town ha
°c)me less of a factor by reason of the improvement in roads and the quicic

thransportation which takes people to the cities to do their business and their-
aoking frequently instead of doing it in the small town. Heretofore in years
!Boo by a community has been more or less independent, with its locally 
j 

op-
ice plants, and wagon factories, etc., all or roted utilities, its light plants,

,l'otch have been removed and those things have gone to the cities and now-
gre controlled by large corporations and those opportunities have been removed_
"There has been a change in corporate financing within the last 10 years-
retofore large corporations, and small corporations similarly, would borrow

Soasonably, whereas now they have financed themselves through reorganization•
Bf their capital structures. That has removed the opportunities from the banks
t1(1such things as that have made it very difficult for a bank to stay on an.

„von keel. • a • Banks in small communities have to be satisfied with
ali local loans and real-estate loans, which, frequently, are slow and un-satisfactory resulting in a greater percentage of loss than in years gone by."

t The banking system has not kept pace with all these changes. On the eon-
irarY, it tried to continue unchanged the traditional American ideal of the small;
iMePendent banker operating in thousands of small communities. The changed'oasiness conditions, as well as the agricultural depression, cut off the former
Isonrces of profit for such bankers. so that thousands failed, and other thousands
Blve been on the verge of failure.
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In the 10 years from 1920 to 1929, inclusive, about 750 national banks
4,900 State banks, mostly small in size, failed. It is a ghastly record. About 1e

per cent of the national banks and 20 per cent of State banks closed their doors.
In the current year 1930, the Comptroller of the Currency has testified before

this committee that from January 1 to February 21, 1930, 155 more banks,
failed, or at the rate of 1,140 a year. These failures have not only cause!
tremendous losses to the depositors and the stockholders, but they have virtuall,

paralyzed business in whole sections of the country. The remaining boas
have been afraid to make loans even well within their capacity, feeling tbst

they must retain sufficient liquid assets to meet a run which might be caused
at any time by the suspension of a neighboring institution.

Moreover, the vastly increased banking and financial needs resulting from
many consolidations and mergers rendered the resources of banks which hs°
been large enough 10 years ago inadequate to meet these new demands.
As a result of these two tendencies in industrial development, two distinct

movements have become manifest in our banking structure, first the stupendons
Increase in the size and decrease in the number of the metropolitan banks,
through huge mergers and consolidations, and, second, the rapid development 01
group banking throughout the country.

Unlike manufacturers or retailers, bankers could not establish branches 0.5"
eept to a very limited extent. Branch banking, except within city limits, le',
generally speaking, prohibited by the national bank act and by the laws of Mos'
States. The ownership of stock control of one bank by another is likewise fur;
bidden. Therefore, to accomplish the same results that industry had reaChe"
by means of consolidations and branches, group banking developed almost over

night, as an entirely new form of banking development.

GROUP BANKING V. CHAIN BANKING

As generally understood, " group banking" implies the ownership by a hold:
ing company managed by bankers of a contro:ling stock interest in a group ol
banks or trust companies. It is a banking system whereby a number of col;
porately independent financial lnstitutions, retaining their own identity, capit'
personnel, and management, are coordinated through majority stock control'
by a supervising holding company, operated by the banking interests of the
territory which it serves. The stock of this holding company is widely dlS.
tribute(' among a large number of stockholders.
"Clmami banking" as the expression is commonly used, refers to the ownershiP

of stock control of a number of banks, directly or indirectly, by one or More
individuals who may be bankers, but are more often business men who have
acquired or operate the banks as adjuncts of their business interests. Ultimate
stock control is usually lodged in one, or at most, in a very few individuals.

GROUP BANKING V. BRANCH BANKING

We were compelled to carry out our plans by the method of " group bank:ng ,
because as already intimated, the laws of New York State and the national
bank act both prohibit branch banking beyond city limits. It Is, therefore,
somewhat academic for me to try to compare one system with the other, whel
only one was open to us. However, in view of the suggestion that the nations'
bank act may be amended in such a way as to permit at least state-'de branellf
banking, I have given considerable thought to the question as to which form
operation would be preferable in our ease.

Obviously certain advantages of branch banking can not be realized fully nY
group banking. For instance, more economies may be effected, both in operating
costs and !n overhead. Administration, also, would be more direct and simPle*
The corporate set-up is less complicated, the resources of the system more
closely integrated, and authority more concentrated.
On the other hand, there appear to be certain advantages which group banh:

ing possesses over the branch system.
Ernest T. Clough in Barrons for April 14, 1930, in an article on " Circa

Banking Sweeps the Country," summarizes these advantares as follows •
Banking facilities broadened: In many ways, the group-banking movemen„

offers advantages to American business, to individuals in the community, all"
to the depositors and stockholders of the numerous unit banks. Banking opera:,
dons are thereby broadened, the ability to handle the credit requirements 01
large corporate enterprises in the various territories is improved, sounder
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BRANCH, CHAIN, AND GROUP BANKING 1183

Investment advice is being given, individuals are offered opportunities of trust
lePartment and safekeeping facilities never before available, and advantages
in the financing of foreign trade and in the obtaining of letters of credit for
travel abroad are given the community served such as they are not able to
secure in any other way under the present system of banking. At the same
time, the local banking personnel is handling the problems of each community,
Which means that local requirements are fully understood and given sympa-
thetic consideration. Depositors continue to have a feeling of pride in the
Institution as one which reflects the financial strength of the community, and
the ability to maintain this close kinship between the depositor and his bank
la Unquestionably one of the strongest factors of strength in group banking."
Group banking is a compromise between the British, continental, and Cana-

dian systems of branch banking, and the traditional unit-bank system of the
United States. Possibly it is only a transitional stage. But for the present,
at least, the retention of local interest and contacts, through independent
boards of directors and real local autonomy, seem very real advantages. Local
Pride and rivalry are stimulated. Cooperation rather than centralization is
stressed. In the numerous meetings we have had of the officers and directorsOf the different banks, a splendid esprit de corps was developed, with much
friendly emulation as to the relative merits, efficiency, and progress of their
respective institutions. It is hard to conceive of such a spirit—at least under
Present conditions—in a convention of branch managers. However, we are
°,_Pen-minded on the subject, and I am frank to confess that our experience
°as been too short to justify forming any final judgment as to the respective
Ultimate advantages of group versus branch banking. Nevertheless, I can and
do heartily indorse the statement made by Mr. Wakefield of the First Bank
Stock Corporation in his testimony before this committee, in which he said:
" The group system of banking is sound because it rests on these foundations:

Pirst, cooperation of resources; second, diversification of resources; third, own-
ership spread throughout the territory; fourth, creation and management by
blinkers"

ADVANTAGES COMMON TO GROUP AND BRANCH BANKING

Through its affiliations with the other Marine Midland banks, The Marine
Trust Co. in February was able to become the successful bidder for an entire
Josue of $50,000,000 of the United States Government certificates. This fact
attracted widespread notice and much favorable newspaper comment. It was
stated to be the first time that such a large Government issue had been taken

by a bank outside of New York City. This is one illustration of the many
Ways in which bigger things can be done under the group or branch system.
The Orleans County Trust Co. is one of our smallest banks, being located at

Albion, N. Y., in the midst of a farming community. Most of the farms are
already mortgaged, and the farmers are having a hard time to make them pay.
Through its affiliation with the Marine Midland group, this little trust company
has been able to secure the services of an expert on farm loans, who is now
studying the situation there and advising the farmers how they may so improve
,their methods or refinance their operations as to turn failure into prosperityand gradually liquidate their loans. This is an illustration of a very different
Way in which advantages may result from a coordinated banking system.
Another real gain from an organization viewpoint is the greatly enlarged

oPportunity afforded to every officer and employee in the whole group. HereWe can learn much from the experience of Canadian bankers, where they areable to try a man out in a small branch and promote him or shift him aroundUntil he has broadened his experience and developed his abilities and become aseasoned, well-trained banker. The chance for advancement is multiplied manynines. Good men are bound to is discovered and given promotion in their own.or some other bank. A messel.ger in one of the country banks may some daybecome president of The Marine Trust Co. or of the Marine Midland Cot--Duration.
RELATION TO OTHER INDEPENDENT BANKS

The Marine Midland banks number among their correspondents hundreds ofIndependent unit banks. It is the policy of Marine Midland to work with thesebanks and serve their requirements as conscientiously and ably as it does itsown member banks as far as it lies within its power so to do.



r

Industrial and economic progress in the past 20 years has improved the

standards of living and contributed to the happiness and welfare of the greater
bulk of the people. Most of this progress has resulted from developments in
transportation and communication which have broken down barriers and
prejudices and changed methods of transacting business both in manufuacturing
and distribution.
In this progress, up to the present time, banking organization has lagged

behind. To-day, however, group banking is the logical means by which the tvin
basic functions of a bank, the protection of its depositors' money, and the sound

constructive extension of credit can be most effectively exercised.
Marine Midland Corporation, as an exponent of modern banking structure,

definitely benefits the public, 350,000 depositors, and over 20,000 stockholders.
These advantages may be summarized as follows:

ADVANTAGES TO THE DEPOSITORS

1. Greater protection for their deposits in a member bank through the avail-
ability of greater resources in money and experienced management as applied
both to operations and the handling of the bank's investments.
2. Greater mobility of credit. (Example: The manufacturer in a small coni-

munity who needs more credit than has been available to him through an
isolated unit bank may now, through a group bank in his own home town, make
arrangements for his requirements with greater facility.)
Group banking will benefit many communities by furnishing the assurance

that credit is extended on the basis of sound business judgment rather than

prejudice. (Example: Many times the president of a small bank, because of
prejudice, will refuse to meet the legitimate needs of his customers or will often
use the bank for his own personal ends.)

Certain small town banks with little paper to rediscount have been unable
to take care of the legitimate matters of their individual borrowers. To such '
banks, members of Marine Midland, we are sending funds.

3. More complete financial service: The isolated country bank, while pro-
fessing to have trust anti investment departments, has been unable to afford
competent officers along such lines. Now through any Marine Midland member
bank there is available to the public such service through the part time of
men who are experienced in their respective fields.

4. More efficient service. , (Example: Through the extensive contacts of the
Marine Midland group member banks are able to secure better and quicker
credit information for their customers.)
In some instances readjustment of operating practice will improve the service

at tellers windows and necessitate less waiting in line on the part of the publie.
5. Financial advice: Manufacturers, jobbers, and merchants have a right te

expect advice from their bank on many problems of a semibanking or business
nature. If the officers in any particular Marine Midland bank can not front
their own experience contribute constructive advice, such counsel is more
directly available to the inquiring business man by virtue of the fat that the
bank is a member of the group.

1184 BRANCH, CHAIN, AND GROUP BANKING

Whatever power and influence the joining of this group of banks into the
Marine Midland group has given will never be used to force or coerce a smaller
independent bank either into joining the Marine Midland group or into taking
action detrimental to its own best interests.
Rather Marine Midland will use it power and influence to first protect it.s is

depositors' moneys, build up and assist local enterprise, better in so far as 1!
can local banking conditions, develop the communities which it serves to the ow
that by serving others efficiently and well it also best serves itself. Local bide'
pendent banks will find Marine Midland helpful, aggressive for business but
only on a fair and profitable basis. Several times at the request of the NeW th
York State banking department the Marine Trust Co. has aided in saving
smaller banks from failure each time at no gain to itself. A bank that is Ind
a profitable bank is a poor bank. The Marine Midland Corporation desires its
member banks to be profitable ones. We desire our employees and officers to
receive a living wage. Too often the wages and salaries paid bank employees
are a temptation to dishonesty.
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BRANCH, CHAIN, AND GROUP BANKING 1185

U. Development of communities and areas served by the group: The Marine
,taidiand Corporation is not a bank and can profit only as the communities
In the area which it serves themselves grow and prosper. With this in mind
a, national advertising campaign pointing out the advantages of Marine Mid-

cities and New York State from a manufacturing and sales distribution
standpoint is being run in national publications.
We are also preparing a marketing survey of New York State designedto Point out the opportunities in New York State.
None of these things which in the last analysis should tend to build up

these communities could be attempted or carried out by the average small
Or moderate size unit bank.

ADVANTAGES TO THE STOCK HOLDERS

1. Safety of investment: The value of stock in an isolated unit bank is
‘811,biect to depreciation, which might come from a business depression affecting
'oat particular community or even from a single credit loss. An investment
In stock, such as that of Marine Midland Corporation, owning as it does
17 banks, has the advantage of safety through diversification of risk.
,It change in management necessitated, perhaps, through the death of the
enief executive of a small country bank might be detrimental to the value of
stock in such a single institution. On the other hand, under group banking
Continuity of good management in any single bank is more readily assured.
2. Opportunity for normal increase in value: Economies in operation and

greater efficiency in management go hand in hand with group banking. Further-
°lore group banking furnishes opportunities for increased earnings through the
ahltifY to extend trust and investment facilities to a greater number of people.
3. Greatee marketability: Stock in the Marine Midland Corporation is listed

_and affords the investor an opportunity to liquidate at any time if he needs to
"0 so. Oftentimes the holder of stock in a small bank finds it almost impossibletO dispose of his holdings without sacrifice.
, The sole basis of profit, so far as Marine Midland Corporation is concerned,
it he growth and development of the banks in Marine Midland cities. In each
Of these there is aggressive normal competition. Our banks' opportunity there-
fore lies chiefly in better serving the public.
In advocating group banking I do not deprecate the accomplishments and

flbility .of the banker in a small city or town. Changes in business methods.
however, are mnking It more difficult for him to operate a safe and profitable
bank playing a lone hand. As outlined above, group banking retains all that
:13 good in the unit and contributes much in resources and management which
ta of benefit to the puhlic and through them of benefit to the bank in the smalltown.

We look forward to the future with confidence. We welcome cooperation with
rth State and governmental authorities and will furnish them every oppor-
tunity to examine our affairs. Our directors and officers have the confidence
af the communities in which we do business, and we are equally proud of the
Character of our customers. At the same time we are not unmindful of the
eat responsibility resting upon us, especially in being one of the pioneers in

;his new field of American banking, and we are determined to do our utmost
to serve faithfully and efficiently our 20,000 stockholders, our 350.000 customers.
—and every community, both the smallest and the largest, in which a Marine
Midland bank is operating.

CERTIFICATE OF INCORPORATION OF MARINE MIDLAND CORPORATION

First: The mime of this corporation is Marine Midland Corporation,
Second. Its principal office in the State of Delaware is located at No. 7 West

Tenth Street, in the city of Wilmington. county of New Castle. The name and
address of its resident agent is the Corporation Trust Co. of America. No. 7 West
Tenth Street, Wilmington,
, Third. The nature of the business and the objects and purposes proposed to

transacted; promoted, and carried on are to do any or all of the things
herein mentioned as fully and to the same extent as natural persons might or
Could do in any part of the world, as set forth below. (Wherever used in this
article 3, the expression "evidence of indebtedness" or "evidences of indebt-

100136-30—vot. 2, PT 9-12
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edness " shall mean and include, without limiting its generality, any and 811
bonds, debentures, notes, coupons, mortgages, commercial paper, and/or allY
other instruments evidencing indebtedness, however created, issued, or granted,

and whether fully paid or subject to further payments; and the expressioo

"certificate of interest" or "certificates of interest" shall mean and include,

without limiting its generality, any and all certificates or shares of stock, scriP,
Interim receipts, participation certificates, voting trust certificates, subscriP-
tion warrants, option warrants, and/or any other instruments evidencing inter-

est in share capital or other property, however created, issued, or granted, and
whether fully paid or subject to further payments.)
(1) To acquire by purchase, subscription, contract, or otherwise, hold for

investment or otherwise, own, sell, exchange, mortgage, pledge, or otherwise din*
pose of, and generally deal in and with evidences of indebtedness, and/or
certificates of interest issued or created in any and all parts of the world bY
banks, trust companies, financial institutions of every kind and description, eor"
porations, associations, partnerships, firms, trustees, syndicates, individuals,
governments, States, municipalities, or other political governmental division 

or subdivisions, or by any combinations, organizations, or entities whatsoever,

Irrespective of their form or the name by which they may be described, and to

issue in exchange therefor or in payment thereof, in any manner permitted hY
law, its own evidences of indebtedness, and/or certificates of interest, or lo
make payment therefor by any other lawful means of payment whatsoever;
and to exercise any and all of said powers, either on its own account, or with

or as agent for other persons, firms, corporations, or organizations.
(2) To receive, collect and dispose of interest, dividends, and income uporl,

of and from any evidence of indebtedness or certificate of interest and anis
other property held or owned by it, and to exercise any and all rights, power„
and privileges of individual ownership or interest in respect of any and in!
such evidences of indebtedness or certificates of interest, including the rigb'
to vote thereon for any and all purposes. '
(3) To indorse or guarantee the payment of principal and/or interest or

dividends upon, and to guarantee the performance of sinking fund or other
obligations of, any evidences of indebtedness or certificates of interest, and l°
guarantee the performance of any of the contracts or other undertakings in
which the corporation may otherwis ebe or become interested, or any corporation,
association, partnership, firm, trustee, syndicate, individual, Government, State,

municipality, or other political or governmental division or subdivision, dollies,.
tic or foreign, in so far as may be permitted by law to a corporation of t,10
character.
(4) To enter into, make, perform, and carry out or cancel and rescind CO

tracts relating to or underwritings of evidences of indebtedness or certificaf,,e6
of interest, of any corporation, association, partnership, firm, trustee, synar
cate, individual, Government, State, municipality, or other political or govern-
mental division or subdivision, domestic or foreign, or of any combination,
organization, or entity, domestic or foreign, and to act as manager of all,V
underwriting or purchasing or selling syndicate.
(5) To lend money, whether or not secured by mortgages or other liens ol!

real estate or personal property, and to negotiate and make, either as princiPs1
or broker or agent, contracts or other agreements in connection therewith.
(6) To borrow money with or without security, to make, accept, indorSe*

guarantee, execute, and issue evidences of indebtedness and to secure the seine
by a mortgage, pledge, deed of trust, other lien, or otherwise, upon all Or
any part of the property of the corporation, wherever situated.
(7) To act as agent or representative of individuals, firms, and corporations,

and as such to develop and extend the business interests of individuals, firrns'
and corporations.
(8) To purchase, hold, sell, and transfer the shares of its own capital stoa*

provided it shall not use its funds or property for the purchase of its
shares of capital stock when such use would cause any impairment of its caPe,
tal, and provided that shares of its own capital stock belonging to it shall 10"
be voted upon, directly or indirectly, but nothing in this subdivision shall I)°
construed as limiting the exercise of the rights given by section 27 of time
general corporation law of the State of Delaware.
(9) To take, lease, purchase, or otherwise acquire and to own, use, hold,

sell, convey, lease, exchange, mortgage, improve, develop, cultivate, and other
wise handle, deal in, and dispose of real estate, real property, and, any Were°
or right therein.
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(10) To purchase, manufacture, acquire, hold, own, mortgage, pledge, lease.
-sell, assign, and transfer, and to invest, trade, deal in and with goods, wares,
Merchandise, patents, trade-marks, rights, privileges, franchises, grants, and
Property of every kind and description; to carry on any of the above businesses
or any other business connected therewith, wherever the same may be per-
/flitted by law, and to the same extent as the laws of this State will permit
and as fully and with all the powers that the laws of this State confer upon
corporations and organizations under the general corporation law of the State
Of Delaware.
(11) To acquire.and take over as a going concern and/or carry on the busi-

ness of any person, firm, association, or corporation engaged in any business
Which this corporation is authorized to carry on.
(12) To render service, assistance, counsel, and advice to any person, firm,

association, or corporation in the conduct of his or its business.
(13) To do all and everything necessary, suitable, and proper for the accom-

Plishment of any of the purposes or the attainment of any of the objects or the
furtherance of any of the powers hereinbefore set forth, either as principal or
agent, either alone or associated with other corporations or with firms or indi-
viduals, and either directly or indirectly through one or more subsidiary com-
pany or companies organized or utilized for the purpose, and to do any other
act or acts, thing or things, incidental or pertaining to, or growing out of, or
connected with the aforesaid business or powers, or any parts thereof, provided
the same be not inconsistent with the law under which this corporation is
organized.
(14) The business or purpose of the corporation is from time to time to do

any one or more acts and things herein set forth; and it may conduct such
business in all its branches or any part thereof either within or outside the State
Of Delaware, and in other States and Territories and dependencies of the United
States and in foreign countries.
The foregoing enumeration of specific powers shall not be deemed to limit or

restrict in any manner the general powers of the corporation and the enjoyment
and exercise thereof as conferred by the laws of the State of Delaware upon
Corporations formed under the general corporation law of said State and the
'doing of any or all the things hereinbefore set forth to the same extent as
natural persons might or could do; but this corporation shall not by any implica-
tion or construction be deemed to possess the power of issuing bills, notes, or
Other evidences of debt for circulation as money, or the power of carrying on
the business of receiving deposits of money, or the business of buying gold and
Silver bullion or foreign coins.
Fourth. The total number of shares of stock which the corporation shall

have authority to issue is 10,000,000, and the par value of each of such shares
18 amounting in the aggregate to $100,000,000.

Fifth. The minimum amount of capital with which the corporation will coin-
Mence business is $1,000.

Sixth. The names and places of residence of each of the incorporators areas follows: C. S. Peabbles, Wilmington, Del.; L. E. Gray, Wilmington, Del.;
11 E. Grantland, Wilmington, Del.
Seventh. This corporation is to have pepetual existence.
Eighth. The private property of the stockholders shall not be subject to

DaYrrient of corporate debts to any extent whatsoever.
Ninth. The holders of the stock of this corporation shall have a preemptiveor preferential right to be exercised upon such terms and conditions (including

a determination of what disposition shall be made of fractional shares result-
ing from a pro rata offering to stockholders) as the board of directors in its
discretion may from time to time fix and determine, to subscribe to any shares
Of stock or obligations convertible into stock of this corporation, issued forCash: Provided, That such right of subscription shall not apply to any shares
Of stock issued upon the organization of this corporation or within 90 days
thereafter: Provkled also, That such right of subscription shall not apply toShy Shares issued to any director, officer, .or employee of the corporation, not

'exceeding 25,000 shares in the aggregate, at such price or prices, not less than$60 per share, as the board of directors may from time to time determine,but no shares issued upon the organization of this corporation or within 90
days thereafter shall be deemed to be issued out of said 25,000 shares; but no
holder of stock of this corporation shall have any preemptive or preferentialright of subscription to any shares of stock of this corporation or to any obliga-
tions convertible into stock of this corporation issued for any consideration
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other than cash. As used in this paragraph, the term "obligations convertible
into stock shall include any notes, bonds, or other evidences of indebtedness
which by their terms are convertible into shares of stock of this corporation
or with which are issued warrants (either in attached or detached form) or
other rights to purchase for cash shares of stock of this corporation.
Tenth. Subject to the provisions of law and in furtherance and not iu limita-

tion of the powers conferred by law, the board of directors of the corporation
is hereby empowered by resolution or resolutions:

1. Subject to the provisions of article 9 hereof, to provide for the issuance
from time to time of its shares of stock of any class, whether now or hereafter
authorized, and securities convertible into shares of its gtock of any class,
and/or securities whether now or hereafter authorized carrying a privilege to
subscribe for or receive shares of its stock of any class, for such considerations
and upon such terms and conditions as the board of directors may fix from
time to time.

2. To determine that only a part of the consideration which shall be received
by the corporation in excess of the par value of its shares of capital stock or
any thereof, which it shall issue from time to time shall be capital.
3. Without the consent of the stockholders of any class, to authorize the

issuance and sale from time to time of evidences of indebtedness (as defined ill
article 3 hereof) of the corporation for such consideration as it may deem ad-
visable, to provide that such evidences of indebtedness he issued in such series,
in such denomination or denominations, and with such interest rate or rates,
redemption price or prices, and maturing at such time or times and otherwise
varying as it may determine; and likewise without such consent to mortgage,
pledge, and/or hypothecate all or any part of the corporation's property, real,
personal, or mixed (except its corporate franchises), and its rents, revenues,
and income, whether now owned or hereafter acquired, and to authorize tbe
execution, delivery, filing, and recording of all mortgages, deeds of trust, or other
indentures, in such form as shall he determined by it, to secure the payment
of all or any of such evidences of indebtedness, the principal and interest
thereof, the premium, if any, thereon, and any and all other amounts or stuns
payable in respect thereof or in connection therewith.
4. To make, alter, amend, change, add to, or repeal the by-laws of this cor-

poration without any action on the part of the stockholders.
5. By resolution passed by a majority of the whole board, to designate two

or more of its number to constitute an executive committee, which committee,
so far as is provided in said resolution or in the by-laws of this corporation,
shall have and may exercise the powers of the board of directors in the man'
agement of the business and affairs of this corporation and have power to
authorize the seal of this corporation to be affixed to all papers which maY
require it.
6. When anti as authorized by the affirmative vote of the, holders of it ma-

jority of the stock issued and outstanding having voting power given at fl

stockholders' meeting duly called for that purpose, or when authorized by the
written consent of the holders of a majority of the voting stock issued and out-
standing to sell, lease, or exchange all of the property and assets of the col'
',oration, including its good will and its corporate franchises, upon such Woos

and conditions and for such consideration, which may be in whole or in part
evidences of indebtedness and/or certificates of interest (as defined in article
3 hereof) as its board of directors shall deem expedient and for the best
interests of the corporation.

7. From time to time, to determine whether and to what extent and at what

times and places and under what conditions and regulations the accounts andti
books of this corporation (other than the stock ledger) or any of them shall be
open to the inspection of stockholders; and no stockholder shall have any right 13;
of inspecting any account, book, or document of this corporation, except as con- it
ferret' by statute, unless authorized by resolution of stockholders or directors.

8. To set apart out of any of the funds or assets of this corporation, available
for dividends, it reserve or reserves for any propel' purpose, and to abolish It

any such reserve or reserves. Against any such reserve or reserves and/or
surplus so established, there may be charged losses at any time incurred by this it
corporation, also dividends or other distribution upon stock. Such reserve or

reserves and/or surplus may be reduced from time to time by the board of
directors by transfer from such reserve or reserves and/or surplus to capital Pr
account. • ae

9. Subject to the provisions of article ninth hereof, at any time or frog] th
time to time to create and issue (without any action by the stockholders of
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the corporation), whether or not in connection with the issue and sale of
any shares of stock or other securities of the corporation, rights or options
entitling the holders thereof to purchase from the corporation shares of its
capital stock, such rights or options to he evidenced by or in such instrument or
Instruments as shall be approved by the board of directors. The terms upon
Which, the time or times, which may be limited or unlimited in duration, at or
Within which, and the price or prices at which any such shares may be pur-
chased from the corporation upon the exercise of any such right or option
Shall be such as shall be fixed and stated in a resolution or resolutions adopted
by the board of directors providing for the creation and issue of such rights
or options, and set forth or incorporated by reference in the instrument or in-
struments evidencing such rights or options.
Eleventh. The number of directors which shall constitute the whole board

Shall be such from time to time as shall be fixed by the by-laws, but in no case
shall the board be less than three (3)• In case of any increase in the number
of directors, such additional directors shall be chosen by the directors or stock-
holders at the time entitled to vote, as may be prescribed in the by-laws of this
,corPoration. Directors need not be stockholders. This corporation may in its
1)9-1aws confer powers upon its directors in addition to those conferred in this
certificate of incorporation and in addition to the powers and authorities ex-
Dressly conferred upon them by statute.
Twelfth. The corporation shall be entitled to treat the person in whose name

any share is registered as the owner thereof for all purposes, and shall not be
bound to recognize any equitable or other claim to or interest in such share
On the part of any other person, whether or not the corporation shall have
notice thereof, save as expressly provided by the laws of the State of Delaware.
Thirteenth. Both stockholders and directors shall have power, if the by-laws

NO provide, to hold their meetings and to have one or more offices within or with-
out the State of Delaware and to keep the books of this corporation (subject to
_the provisions of the general corporation law of said State) outside the State of
Delaware, at such places as may be from time to time designated by the board of
directors.
Fourteenth. All the powers of this corporation in so far as the same may be

lawfully vested by this certificate of incorporation in the board of directors, are
hereby conferred upon the board of directors of this corporation, provided,
however, that by resolution of the board of directors adopted either by a quorum
disinterested in the subject matter of the resolution or interested therein, as the
case may be, any matter concerning the management of the corporation or its
affairs may be referred to the stockholders of the corporation for decision and
la such cases such matters may be authorized by vote adopted by the majority
of a quorum of the stockholders entitled to vote at a meeting thereof duly held.
Fifteenth. A director of the corporation shall not in the absence of fraud be

disqualified by his office from dealing or contracting with the corporation either
as a vendor, purchaser, or otherwise, nor in the absence of fraud shall any
transaction or contract of the corporation be void or voidable or affected by
reason of the fact that any director, or any firm of which any director is a mera-
Der, or any corporation or association of which any director is an officer, direc-
tor, or stockholder, is in any way interested in such transaction or contract ;
Provided that at the meeting of the board of directors or of a committee thereof
having authority in the premises, authorizing or confirming said contract or
transaction, the existence of an interest of such director, firm, corporation, or
association is disclosed or made known (or shall have been disclosed and spread
upon the records at a previous meeting at which a quorum was present) and
there shall be present a quorum of the board of directors or of the directors
constituting such committee. and such contract or transaction shall be approved
hY a majority of such quorum, which majority shall consist of directors not so 
Interested or connected. Nor shall any director be liable to account to the corpo-
ration for any profit realized by him from or through any such transaction or
contract of the corporation ratified or approved as aforesaid, by reason of the
fact that he or any firm of which he is a member, or any corporation or associ-
ation of which he is an officer, director, or stockholder, was interested in such
transaction or contract. Anything herein contained to the contrary notwith-
/ltanding, all or any of the directors of the corporation, in connection with the
°rganization of this corporation and the issuance of its stock for cash and/or
Droperties, may vote to approve and authorize plans and agreements for the
4,equi5iti0n by this corporation, through the issuance of its own stock in exchange
therefor, of stock in banks and/or trust companies of which said directors, or
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any of them, may be stockholders, directors, or officers, and to approve and au-
thorize an underwriting agreement or agreements for the sale of stock of this
corporation, in which they or any of them may be interested, with the seine
force and effect as though not so interested. Directors so interested may he
counted when present at meetings of the board of directors or of such committee
for the purpose of determining the existence of a quorum. Any contract, trans-
action, or act of the corporation or of the board of directors or of any committee
thereof (whether or not approved or ratified as hereinabove provided) which
shall be ratified by a majority in interest of a quorum of the stockholders en-
titled to vote at any annual meeting or any special meeting called for such pur-
pose or approved in writing by a majority in interest of the stockholders entitled
to vote without a meeting, shall be as valid and as binding as though ratified
by every stockholder of the corporation.

Sixteenth. This corporation reserves the right to amend, alter, change, or
repeal any provision contained in this certificate of incorporation in the manner
now or hereafter prescribed by statute, and all rights conferred on officers,
directors, and stockholders herein are granted subject to this reservation.
We, the undersigned, being each of the incorporators hereinbefore named

for the purpose of forming a corporation to do business both within and with-
out the State of Delaware, and in pursuance of the general corporation law of
the State of Delaware, being chapter 65 of the Revised Code of Delaware, and
the acts amendatory thereof and supplemental thereto, do make and file this
certificate, hereby declaring and certifying that the facts herein stated are

true, and accordingly have hereunto set our hands and seals this 23d day of
September, 1929.

C. S. PEDDLES [L. S.]
L. E. GRAY [L. S.]
H. E. GRANTLAND [L. S.]

In the presence of:
Albert L. Miller.

STATE OF DELAWARE,
County of New Castle, 88:

Be it remembered that on this 23d day of September, 1929, personally carne
before me, Albert L. Miller, a notary public for the State of Delaware, C. .8*
Peobles. L. E. Gray, and H. E. Grantland, all parties to the foregoing certifi-
cate of incorporation, known to me personally to be such, and severallY
acknowledged the said certificate to be the act and deed of the signers re-
spectively, and that the facts therein stated are truly set forth.
Given under my hand and seal of office the day and year aforesaid..
[SEAL.] ALBERT L. MELLER, Notary Public.

STATE OF DELAWARE.
OFFICE OF SECRETARY OF STATE.

I. Charles H. Grantland, secretary of state of the State of Delaware, !do
hereby certify that the above and foregoing is a true and correct copy of certlit
cate of incorporation of the Marine Midland Corporation, as received and filen
in this office the 23d day of September, A. D. 1929, at 11 o'clock a. m.
In testimony whereof I have hereunto set my hand and official seal, at Dover,

this 23d day of September in the year of our Lord 1929.
[ Sk:A L. ] CHARLES H. GRANTLAND,

Secretary of State.

BY-LAWS OF MARINE MIDLAND CORPORATION (AS AMENDED TO OCTOBER 1, 1929)

OFFICES

1. The principal office shall be in the city of Wilmington. county of Nevi.
Castle, State of Delaware, and the name of the resident agent in charge thereof
is the Corporation Trust Co. of America.

2. The corporation may also have offices at such other places, within or witfr
out the State of Delaware, as the board of directors may from time to tiro 
appoint or the business of the corporation may require.

it
ti
De

tli

ex

ho

Wi

Oi

itrr

031
cha
tit
1

Ott
Of

wri
Ott
to

ttleE

Ctat
1:

Dia
bef

et

Co



a-
is

Lte
ee
Is-
ee

n-

or
er

h-
of

'is
re
of

9

of

3e

BRANCH, CHAIN, AND GROUP BANKING

SEAL

1191

3. The corporate seal shall have inscribed thereon the name of the corporation.

Pi" Year a its organization, and the word "Delaware." Said seal may be used
causing it or a facsimile thereof to be impressed or affixed or reproduced orotherwise represented.

STOCKHOLDERS. MEETINGS

4. Meetings of the stockholders shall be held at the principal office of the
corporation in Wilmington, Del.
5. An annual meeting of stockholders, after the year 1929, shall be held .onthe first Wednesday after the first Tuesday in February in each year if not a

!ego holiday, and if a legal holiday, then on the next day following that is not
41014a1 holiday, at 12 o'clock m., when they shall elect by a plurality vote, by
Hiot, a hoard of directors and transact such other business as may properly be
°4'ht before the meeting.

, U. The holders of a majority of the stock issued and outstanding, and entitled
vote thereat, present in person, or represented by proxy, shall be requisite

Oa shall constitute a quorum at all meetings of the stockholders for thetransaction of business except as otherwise provided by law, by the certificate
Of incorporation or by these by-laws. If, however, such majority shall not
lie present or represented at any meeting of the stockholders, the stockholders
"otitled to vote thereat, present in person, or by proxy, shall have power to
'41.1ourn the meeting from time to time, without notice other than announce-
'tent at the meeting, until the requisite amount of voting stock shall be present.
4t such adjourned meeting at which the requisite amount of voting stock
t un be represented any business may be transacted which might have been
111,21sacted at the meeting as originally notified.
„ t. At any meeting of the stockholders every stockholder having the right to
:ote shall be entitled to vote in person, or by proxy appointed by an instrument
‘,_41 Writing subscribed by such stockholder and bearing a date not more than14Iree years prior to said meeting, unless said instrument provides for a longer
Deriod. Each stockholder shall have one vote for each share of stock having
voting power. registered in his name on the books of the corporation, and
elcept where the transfer books of the corporation shall have been closed or141 date shall have been fixed as a record date for the determination of its stock-
olders entitled to vote, no share of stock shall be voted on at any election for
nfrectors which shall have been transferred on the books of the corporation
Within twenty days next preceding such election of directors.
8. Written notice of the annual meeting shall be mailed to each stockholder

_entitled to vote thereat at such address as appears on the stock book of the
ùrporation, at least 10 days prior to the meeting.
8- A complete list of the stockholders entitled to vote at the ensuing election,
anged in alphabetical order, with the residence of each, and the number of

1;u1Ing shares held by each, shall be prepared by the secretary and filed in the
:lee where the election is to be held, at least 10 days before every election, and

at all times, during the usual hours for business, and during the whole
"He of said election, be open to the examination of any stockholder.
o„10. Special meetings of the stockholders, for any purpose, or purposes, unlessoleerwise prescribed by statute, may be called by the president or by resolution
1.1 the board of directors, and shall be called by the president or secretary at the
,eqUest in writing of a majority of the board of directors, or at the request in

of three or more stockholders owning at least 10 per cent in amount of
entire capital stock of the corporation issued and outstanding and entitled"1 Vote. Such request shall state the purpose or purposes of the proposedOleeting.

4,11. Business transacted at all special meetings shall be confined to the objects`ated in the call.
ra12. Written notice of a special meeting of stockholders, stating the time and1,•14.ee and object thereof, shall be mailed, postage prepaid, at least 10 daysitTrore such meeting, to each stockholder entitled to vote thereat at such address
aPPears on the books of the corporation.
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DIRECTORS

13. The property and business of this corporation shall, except as otherwise
provided in the certificate of incorporation, be managed by its board of direr:
tors, 20 in number. Directors need not be stockholders. They shall be electeo
at the annual meeting of the stockholders, and each director shall be elected to

serve until his successor shall be elected and shall qualify. In case of 001
increase in the number of directors, such additional directors shall be chose!)
by the directors.

14. The directors may hold their meetings and have one or more offices. and
keeep the books of the corporation ,except the original or duplicate stock ledge!,
outside Delaware, at such office of the corporation as they may from time to
time determine.

15. If the office of any director or directors becomes vacant by reason• of
death, resignation, retirement, disqualification, removal from office, or otherwise,
a majority of the remaining directors, though less than a quorum, shall choose,
a successor or successors, who shall hold office until the next annual election Oa
until a successor or successors have been duly elected, unless sooner displaced:
16. In addition to the powers and authorities by these by-laws expressly eon

ferred upon it. the hoard of directors may exercise all such powers of the
corporation and do all such lawful acts and things as are not by statute or
the certificate of incorporation or by these by-laws directed or required to he
exercised or done by the stockholders.

EXECUTIVE COMMITTEE

17. There shall be an executive committee of the board of directors consist"
lag of five directors in addition to the president, ex officio which shall be des1.
nated by resolution or resolutions, passed by a majority of the whole boarOi
The members of such committee shall serve for a period of one year and tint!

1
,

their successors are elected and have qualified. The board of directors may als 
in the same manner designate an alternate for each such member. In the even,
that any member of the committee is unable to attend any meeting or meetillg,'',
his alternate may act thereat in his stead. Vacancies in alternate membershir
shall be filled in the same manner as vacancies in the membership of the CO
mittee.
18. In the event of a vacancy occurring in the executive committee, the board

of directors shall, by resolution passed by a majority of the whole board desig.
nate a successor to fill the vacancy for the unexpired term.
19. Subject to such limitations and regulations as may be prescribed by 111,

or these by-laws or by the board of directors, the executive committee shit
have and exercise all the powers of the board of directors in the inters's':
between the meetings of the board, and shall have power to authorize di'
seal of the corporation to be affixed to all papers which may require it.

20. Regular meetings of the executive committee shall be held on such doll',
at such hours and at such place or places as the committee may by resolutiom
appoint.

21. No notice shall be required to be given of any regular meeting of the

executive committee.
22. Special meetings of the executive committee may be called at any tioe.

by any two members of the committee and may be held at any place and 01
any time designated in the notice thereof.

23. Notice of each special meeting of the executive committee, stating tin
time, place, and purpose or purposes thereof, shall be given by the presiden;
or by the secretary or by any member of the committee to each member o't
the committee not less than three days by mall or one day by telegraph n,
telephone prior to the meeting. Special meetings of the executive committn
may also be held at any place and time, without notice, provided all th;
members are present at such meeting or the members absent shall wail
notice.
24. At any meeting of the executive committee a majority of the entire cons;;

mittee shall constitute a quorum and, except where otherwise provided by la
or by these by-laws, a majority of such quorum shall decide any question OP
may come before the meeting. A majority of the members present at anie,.
regular or special meeting, although less than a quorum, may adjourn tut,
same from time to time, without notice other than announcement at the men
ing, until a quorum is present. At such adjourned meeting at which a quorilln
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shall be present any business may be transacted which might have been
transacted at the meeting as originally called.
25. The chairman of the executive committee shall be designated by the

hoard of directors and shall preside at all meetings of the committee. The
secretary of the corporation shall act as secretary of the executive committee.
In the absence of the chairman or of the secretary, tile committee shall appoint
a chairman or secretary of the meeting as the case may be. The committee
,13all keep a record of its acts and proceedings and report thereon to the
ooard of directors at its next regular meeting.

ADDITIONAL COMMITTEES OF DIRECTORS

26. The board of directors may, by resolution or resolutions passed by a
alitjority of the whole board, designate one or more committees in additionto the executive committee, each committee to consist of two or more of the
directors of the corporation. which, to the extent provided in said resolutionor resolutions, shall have and may exercise the powers of the board of directors

the management of the business and affairs of the corporation, and may
have power to authorize the seal of the corporation to be affixed to all papers
allich may require it. Such committee or committees shall have such name or
thames as may be determined from time to time by resolution adopted by the
voard of directors.
27. Said committees shall keep regular minutes of their proceedings and

report the same to the board when required.

COMPENSATION OF DIRECTORS

28. Directors, as such, shall not receive any stated salary for their services,
,_111- by resolution of the board, a fixed sum and expenses of attendance, if any,
"'ay be allowed for attendance at each regular or special meeting of the board:h
7onided, That nothing herein contained shall he construed to preclude any
director from serving the corporation in any other capacity and receiving
"In Densation therefor.
„ 29. Members of special or standing committees may be allowed like compen-
'ation for attending committee meetings.

.1H-ETINGS OF THE BOARD

30. Any member of a newly elected board of directors may call a meeting
"1 such board, to be held at such place either within or without the State
(t)ifl Delaware, and at such time as shall be stated in the notice to be given in
e same manner as for special meetings.

n 31. Regular meetings of the board may be held without notice at such time
nil place either within or without the State of Delaware as shall from time
'0 time be determined by the board.
„_32. Special meetings of the board of directors may be called at any time by
:-"e president or any three members of the board and may be held at any time
7tei place designated in a notice thereof given by the president or by the secre-1arY or by the members calling such meeting to each member of the board not
eas than three days by mail or one day by telegraph or telephone prior to theelecting.
h 33. At all meetings of the board one-third of the total number of the board
„Itt not in any case less than two directors shall be necessary and sufficient to
`•,..nnstitute a quorum for the transaction of business, and the act of a majority
ul the directors present at any meeting at which there is a quorum, shall be

act of the board of directors, except as may be otherwise specifically pro-
"led by statute or by the certificate of incorporation or by these by-laws.

ADVISORY BOARD

„ 34. The board of directors of the corporation may, in its discretion, at any
:line and from time to time make, constitute, and appoint an advisory board of
gle corporation, consisting of such persons as the board of directors of the cor-noration shall from time to time designate, under such rules and regulations48 the board of directors of the corporation may adopt. Such advisory board

11 be for the purpose of enabling the board of directors of the corporation to
tu,nfain counsel and advice with respect to such matters as may be from time toThe referred by it to such advisory board for such purpose.

A
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OFFICERS

35. The officers of the corporation shall be chosen by the directors, and shall
be a chairman of the board, a president, vice president, secretary, and treasurer.
The board of directors may also choose additional vice presidents, assistant
secretaries, and assistant treasurers. The secretary and treasurer may be the

same person, but a vice president may not hold at the same time the office of
secretary or treasurer. •
36. The board of directors at its first meeting after each annual meeting ef

stockholders shall choose a chairman of the board and a president from their

own number, and one or more vice presidents, a secretary, and a IreaSUrer,
who need not be members of the board.
37. The board may appoint such other officers and agents as it shall deal

necessary, who shall hold their offices for such terms and shall exercise such
powers and perform such duties as shall be determined from time to time hY
the board.
38. The salaries of all officers and agents of the corporation shall be filed

by the board of directors.
39. The officers of the corporation shall hold office until their sucessors

chosen and qualify in their stead. Any officer elected or appointed by the boars
of directors may be removed at any time by the affirmative vote of a majoritY

of the whole board of directors. If the office of any officer or officers becoMeS
vacant for any reason, the vacancy shall be filled by the board of directors.

THE CHAIRMAN OF THE BOARD

40. The chairman of the board shall preside at all meetings of the stockholders
and of the board of directors, and shall be entitled to vote upon all questions.
In thet absence of the president, the chairman of the board shall exercise the

power and perform the duties of the president. He shall also perform su _ell
other duties as the board of directors or the executive committee may from OW
to time prescribe.

THE PRESIDENT

41. The president shall be the chief executive officer of the corporation and
shall, under the control of the board of directors and of the executive committee;
have the general management of its affairs and shall perform all duties asu
exercise all powers incident to his office.

42. In the absence of the chairman of the board, the president shall preside,
at all meetings of the stockholders and of the board of directors. He sh.all

have power to employ and discharge all employees, and to fix their salarle„s
from time to time. He shall have power to fix and from time to time to chang'
the salaries of all officers whose salaries shall be at the rate of less that!

$10,000 per annum. He shall execute bonds, mortgages, and other contract‘;

requiring a seal under the seal of the corporation. He shall also perform suc41
duties and be vested with such powers as shall be assigned to him from time
time by the board of directors and by the executive committee, and shall be e;.
officio a member of all committees authorized by these by-laws or created 

, 
i.

the board of directors. He may, from time to time, in his discretion, coraPellv
sate any director who does not receive a salary from the corporation, for
special service rendered by said director, at his request, not exceeding, howeve`:
in amount for any day's service, the amount paid to a director for attending

regular meeting of the board.

VICE PRESIDENTS

43. The vice presidents shall, in the absence or disability of the presidel!t;

perform the duties and exercise the powers of the president and shall pertoo

such other duties as the board of directors shall prescribe.

THE SECRETARY AND ASSISTANT SECRETARIES

44. The secretary shall attend all sessions of the board and all meetingS 0t0
the stockholders and record all votes and the minutes of all proceedings 01.,„i
book to be kept for that purpose; and shall perform like duties for the stantu;
committees when required. He shall, if requested, give, or cause to be gile.,d
notice of all meetings of the stockholders and of the board of directors, s"

Or

itn
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Shall perform such other duties as may be prescribed by the board of directors
or president, under whose supervision he shall be. He shall keep in safe custody
the seal of the corporation, and when authorized by the board affix the same
to any instrument requiring it, and when so affixed it shall be attested by his
signature or by the signature of the treasurer or an assistant secretary. He
Shall be sworn to the faithful discharge of his duty.
45. The assistant secretaries may, in the absence or disability of the secretary,

Perform the duties and exercise the powers of the secretary, and shall perform
other duties as the board of directors shall prescribe.

THE TREASURER AND ASSISTANT TREASURERS

46. The treasurer shall have the custody of the corporate funds and securities
41. nd shall keep full and accurate accounts of receipts and disbursements in
books belonging to the corporation, and shall deposit all moneys and other
valuable effects in the name and to the credit of the corporation in such deposi-
tories as may be designated by the board of directors.
47. He shall disburse the funds of the corporation for proper corporate pur-

Poses, taking proper vouchers for such disbursements, and shall render to the
President and directors, at the regular meetings of the board, or whenever they
lortY require it, an account of all his transactions as treasurer and of the finan-
cial condition of the corporation.
48. The treasurer and the assistant treasurers shall, respectively, give the

roeporation a bond if required by the board of directors in a sum and with one
or More sureties satisfactory to the board for the faithful performance of the
duties of his office in such form as the president or board of directors shall
approve.
49. The assistant treasurers may, in the absence or disability of the tress-

or at his request, perform the duties and exercise the powers of the
treasurer, and shall perform such other duties as the board of directors shall
Prescribe.

DUTIES OF OFFICERS MAY BE DELEGATED

50. In case of the absence of any officer of the corporation, or for any other
reason that the board may deem sufficient, the board may delegate, for the
time being, the powers or duties or any of them, of such officer to any other
officer, or to any director.

CERTIFICATES OF STOCK

51. The certificates of stock of the corporation shall be numbered and shall
uo entered in the books of the corporation as they are issued. They shall
exhibit the holder's name and number of shares and shall be signed by the
President or a vice president and the treasurer or an assistant treasurer, or
the Secretary or an assistant secretary. If the corporation has a transfer agent
or an assistant transfer agent or a transfer clerk acting on its behalf and a
registrar the signature of any such officer may be facsimile. In case any officer
oe officers who shall have signed, or whose facsimile signature or signatures
than have been used on, any such certificate or certificates shall cease to be
1:Och officer or officers of the corporation, whether because of death, resigna-
tion or otherwise, before such certificate or certificates shall have been delivered

the corporation, such certificate or certificates may nevertheless be adopted
?3, the corporation and he issued and delivered as though the person or persons
who signed such certificate or certificates or whose facsimile signatures shall
have been used thereon had not ceased to be such officer or officers of the
t'orPoration.

TRANSFERS OF STOCK

52. Transfers of stock shall be made on the books of the corporation only
1'1 the person named in the certificate or by attorney, lawfully constituted in.
Writing, and upon surrender of the certificate therefor.

CLOSING OF TRANSFER BOOKS

8. The board of directors shall have power to close the stock transfer booksOf the corporation for a period not exceeding 40 days preceding the date of
4437 meeting of stockholders or the date for payment of any dividend or the
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date for the allotment of rights or the date when any change or conversion
or exchange of capital stock shall go into effect: Provided, however, That in
lieu of closing the stock transfer books as aforesaid, the board of directors

may fix in advance a date, not exceeding 40 days preceding the date of any
meeting of stockholders or the date for the payment of any dividend, or the
(late for the allotment of rights, or the date when any change or conversion
or exchange of capital stock shall go into effect, as a record date for the deter-

mination of the stockholders entitled to notice of, and to vote at, any such
meeting, or entitled to receive payment of any such dividend, or to any such
allotment of rights, or to exercise the rights in respect of any such changer
conversion, or exchange of capital stock, and in such ease such stockholders(
and only such stockholders as shall be stockholders of record on the date $e
fixed, shall be entitled to such notice of, and to vote at, such meeting, or to

received payment of such dividends, or to receive such allotment of rights, or
to exercise such rights, as the case may be, notwithstanding any transfer of

any stock on the books of the corporation after any such record date fixed 95
aforesaid.

REGISTERED STOCK HOLDERS

54. The corporation shall be entitled to treat the holder of record of anY
share or shares of stock as the holder in fact thereof and, accordingly, shall
not be bound to recognize any equitable or other claim to or interest in snch
share on the part of any other person, whether or not it shall have express
or other notice thereof, save as expressly provided by the laws of Delaware.

LOST CERTIFICATE

55. Any person claiming a certificate of stock to be lost or destroyed shalt

make an affidavit or affirmation of that fact and advertise the same In such
manner as the board of directors may require, and the board of directors intlY,
in its discretion, require the owner of the lost or destroyed certificate, or nio
legal representative, to give the corporation a bond, in such sum as it mil
direct, not exceeding double the value of the stock, to indemnify tile corporation

against any claim that may be made against it on account of the alleged loss

of any such certificate. A new certificate of the same tenor and for the same
number of shares as the one alleged to be lost or destroyed may be issued with-
out requiring any bond when, in the judgment of the directors, it is proper so
to do.

Cl [MKS

56. All checks or demands for money and notes of the corporation shall he
signed by such officer or officers or such other person or persons as the board of

directors may from time to time designate.

FISCAL YEAR

57. The fiscal year shall begin the 1st day of January In each year.

DIVIDENDS

58. Dividends upon the capital stock of the corporation, subject to the provt-

sions of the certificate of incorporation, if any, may be declared by the board
of directors at any regular or special meeting, pursuant to law. Dividends WAY
be paid in cash, in property, or in shares of the capital stock.
59. Before payment of any dividend there may be set aside out of any funds

of the corporation available for dividends such sum or sums as the directors

from time to time, in their absolute discretion, think proper as a reserve fund
to meet contingencies, or for equalizing dividends, or for repairing or maintaln°
ing any property of the corporation, or for such other purposes as the director0

shall think conductive to the interests of the corporation, and the directors mal,_
abolish any such reserve in the manner in which It was created. Any taleo
reserve or reserves may be reduced from time to time by the board of directors

by transfer from such reserve or reserves to capital account. Transfers t°
capital account may also be made from surplus.
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.60. Whenever under the provisions of these by-laws notice is required to be
given to any director, officer, or stockholder, it shall not be construed to mean
Personal notice, but such notice may, unless some other method is provided
therefor, be glven in writing, by mail, by depositing the same in the post officeor letter box, in a post-paid sealed wrapper, addressed to such stockholder,
officer, or director at such address as appears on the books of the corporation,
or, in default of other address, to such director, officer, or stockholder at the
general post office in the city of Wilmington, Del., and such notice shall be
deemed to be given at the time when the same shall be thus mailed.
.61. Whenever any notice whatever is required to be given under the provl-
sions of the general corporation law of Delaware or under the provisions of
the certificate of incorporation or by-laws of this .corporation, a waiver thereofin writing, signed by the person or persons ent:tled to such notice, whether
before or a fter the time stated therein, shall be deemed equivalent thereto.

AMENDMENTS

62. These by-laws may be altered or amended or repealed by the affirmativevote of a majority of the stock issued and outstanding and entitled to vote
thereat at any regular or special meeting of the stockholders or by the affirma-tive vote of a majority of the board of directors at any regular or special
rneeting of the board if notice of the proposed alteration or amendment or
repeal be contained in the notice of the meeting of stockholders or directors,
as the case may IN: Provided, however, That no change of the time or placefor the election of directors shall be made within 60 days next before the dayO n which such election is to be held, and that in case of any change of such
time or place notice thereof shall be given to each stockholder in person orby letter mailed to his last-known post-office address at least 2() days before
the election is held.
I, Edward H. Letchworth, secretary of Marine Midland Corporation, hereby(:ertify that the foregoing is a true and complete copy of the by-laws of said

corporation as the same are in force and effect as of the date hereof.
In witness whereof I have hereunto subscribed my name and affixed the sealOf said corporation this — day of , 19—.
i5xAt..1  , Secretary.

SCHEDULE No. 3

BOARD OF DIRECTORS OF MARINE MIDLAND CORPORATION (DELAWARE)

George G. Allen, president Duke Power Co.
John L. Clawson, chairman of the board, Clawson & Wilson Co.
Walter P. Cooke, chairman of the board, the Marine Trust Co. of Buffalo.
Arthur V. Davis, chairman of the board, Aluminum Co. of America.
William C. Feathers, president the Manufacturers National Bank of Troy.
Seymour II. Knox, president Marine Union Investors (Inc.).
Edward H. Letchworth, director and general counsel, the Marine Trust Co.Buffalo.
Raymond V. V. Miller, White, Weld & Co.
George 0. Multlfeld, vice president, Stone & Webster (Inc.).
Bayard F. Pope, president Stone & Webster & Blodget (Inc.).
George F. Rand, president the Marine Trust Co. of Buffalo.
Faris R. Russell, White, Weld & Co.
J. F. Schoellkopf, jr.. vice President, Schoellkopf, Hutton & Pomeroy (Inc.).Paul A. Schoellkopf, president Niagara Hudson Power Corporation.
Eustace Seligman, Sullivan & Cromwell.
Ernest Stauffen, jr., chairman of the board.
Charles Winslow Smith, treasurer Sherwood Shoe Co.
Harral S. Tenney, vice president, Marine Midland Corporation.
Thomas A. Wilson, president Peoples Trust Co., Binghamton, N. Y.
-Frederick W. Zoller, president Union Trust Co. of Rochester.



SCHEDULE No. 4

The Marine Midland Banks, classification, capital, deposits, and assets

Bank Federal reserve
system

Capitalization

Capital Surplus Undivided
profits Combined Reserves Total

deposits Total assets
Par

Out- ,
standing
shares

Marine Trust Co., Buffalo. N. Y Member_ _ $50.00 200, 000410,000,000. 00 $10, 000,000. 00$10, 848,041. 02$30, 848,041. 0282, 330, 000. 00$249, 723,992. 63$303,684, 043. 75
Fidelity Trust Co., New York, N. Y 
Union Trust Co., Rochester, N. Y 

do 
Nonmember_ _

20.00
oo

300,000, 6,
80, 006 4,

000.
000,

000. 00 4, 000. 000. 00
000. 00 3,400, 000.00

1, 710,
I, 045,

271. 48
961. 90

11. 710.
8. 945,

271. 48
961. 90

252, 863. 98
1, 957, 641. 91

56.756,
60, 779,

111.46
914. 59

76,
72,

316, 612. 80
122, 396. 40

Manufacturers National Bank, Troy, Member 25. 00 48, 006 1,290,000. 00 1, 200, 000. 00 1, 071,928. 40 3, 471,928. 40 916, 601. 11 29, 068,711. 32 34,457, 240. 83
N.Y.

Power City Bank (State), Niagara Falls,  do 25.00 40,000 1,000,000. 00 1, 000, 000. 00 338,034. 12 2, 338,034. 12 142, 719. 91 17,001,202.85 19,599, 006. 88
N.Y.

Niagara Falls Trust Co., Niagara Falls, Nonmember. _ 50.00 40,000! 2,000,000. 00: 750, 000. 00 225,279. 78 2, 975,279. 78 122, 469. 09 14, 115,866. 46 17,519, 836. 36
N.Y.

Peoples Trust Co., Binghamton, N. Y____
First Trust Co., Tonawanda, N. Y 

Member 
Nonmember_ _

100.00
100.00

5, 006
5, 000

500,
500,

000. 03
000. 00

500, 000.00 371,
500, 000. 00 922,

529. 93
765. 96

1,371,
1, 922,

529.93
765. 96

152, 991. 37
133, 859. 35

9, 763,
8, 658,

921. 92
787. 94

12,
10,

901, 188. 84
958, 039. 25

Niagara County National Bank St Trust Member  25.00 24, 000 600,000. 00 600, 000. 00 239,485. 57 1, 439,485. 57 129, 004.45 8, 375,739. 73 10,709, 516. 63
Co., Lockport, N. Y.

State Trust Co., North Tonawanda, N. Y. Nonmember.. _ 50.00 12, 000 600,000. 00 400, 000. 00 440,585. 06 1, 440,585. 06 247, 101. 88 7, 650,746. 52 9,534, 283. 04
Workers Trust Co., Johnson City, N. Y _ Member  25.00 8, 000 200,000. 00 200, 000. 00 551,968. 16 951,968. 16 46, 674. 84 4, 493,024. 77 5,491, 667. 77
Lackawanna National Bank, Lacks-  
wanna, N. Y.

do 100.00 2, 000 200,000. 00 200, 000. 00 68,182. 76 468,183.76 40, 117. 50 4, 687,055. 38 5,415, 355. 64

Union Trust Co., Jamestown, N. Y Nonmember_ _ 100.00 6,000 600,000. 00 600, 000. 00 549,644. 29 1, 749,644. 29 40, 976. 40 3, 016,022. 02 5,056, 642. 71
Bank of East Aurora (State), East Aurora. Member 100.00 1,750 175,000.00 75, 000 00 55,797. 31 305,797.31 78, 354. 38 3, 052,815. 55 3,616, 003. 59
N.Y.

Cortland Trust Co., Cortland, N. Y Nonmember_ _ 100.00 2,000 200,000. 00 70. 000. 00 6.191.73 276,191.73 26, 882. 31 1, 862,687. 27 2,370, 846. 43
Orleans County Trust Co., Albion, N. Y. Member_ .50.00 2,000 100,000. 00 100, 000. 00 5,435. 99 205,435. 99 33, 287. 56 981,596. 51 1,430,320. 06
Bank of LaSalle (State), Niagara Falls, Nonmember_ _ 10000 500 50,000. 00 25, 000. 00 8,137. 76 83,137. 76 1,677.37 757,806. 91 842, 622. 04
N. Y.

Bank of Snyder, Snyder, N. Y  do 50.00 2.000 100,000. 00 50, 000. 00 5,148. 50 155,148. 50 2, 430. 42 572,316. 60 759, 895. 52

Total 778,250 28,025,000. 00 23, 670, 000. 00 18, 464,389. 72 70, 159,389. 72 6, 655, 653. 83 481, 318,320. 43: 592,785, 518. 54
Affiliated security corporations:

Security Properties Co. (Inc.) (I) 48, 000 304,883. 00  32.241. 60 337, 124. 60  768, 124. 60
Fit rust Corporation 549.600 1,099,200. 00 1, 099, 200.00 8,81& 02 2, 207,218. 02 3, 211. 18  2,222, 551. 42

Total 1, 375, 850 29,429,083. 00 24. 769, 200. 00 18, 505,449. 34 72, 703,732. 34 6, 658, 865. 01  595,776, 199. 56

I No par.

11. ,• 4,1
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SCHEDULE No. 5

Status of stock of Marine Midland Banks at March 31, 1930

garine Trust Co 
,.union Trust Co., Rochester 
,rirst Trust Co., Tonawanda 
Litate Trust Co., North Tonawanda 
tiagara Falls Trust Co 
manufacturers National Bank, Troy,
...and Security Fropreties Co. (Inc.) 
'11 'agars County National Bank, Lock-
„,Port 
Leoples Trust Co., Binghampton 
„workers Trust Co., Johnson City 
vurdon Trust Co., Jamestown 
,„1.41ckawanna National Bank 
ank of East Aurora 

k•ortland Trust Co 
Orleans County Trust, Albion 
Dank of Snyder 
id_ank of LaSalle, Niagara Falls 
,..rower City Bank, Niagara Falls 
ldelity Trust Co., New York City 

Total share 

Total percentage 

Outstanding

Par

$50
50
100
50
50

25

25
100
25
100
100
100
100
50
50
100
25
20

Shares

200, 000
80,000
5,000
12,000
40,000

48,000

24,000
5,000
8,000
6,000
2,000
1,750
2,000
2, 000
2, 000
500

40,000
300,000

778,250

Directors
qualify-

ing
shares

430
302
110
180
510

1,400

690
175
92
140
161
100
150
140
260
90
680
280

Shares ex-
changed

197, 721
78, 624
4, 885
11,819
38,072

46,242

23, 034
4,721
7, 792
5,860
1, 782
1,603
1,850
1, 860
1, 717
400

38,606
263, 669

5,890 730,257

Com-
bined
per
cent

99.07
98.66
99.90
99.99
96.45

99.25

98.85
97. 92
98. 55
100.00
97. 15
91.32
100.00
10000
98.85
98. 00
98. 21
87.98

1199

Available shares

Unex-
changed

1, 849
1,074

358

276
104
116

57
47
0
0
23
10
714

38,051

42,103

.76 93.83   5.41

Per
cent

0.93
1.34
. 10
.01
3.55

.75

1. 15
2.08
1. 45

2.85
'2.68

1. 15
2.00
1. 79
12.02

„,NoxE.-Entire available stock of Union • Trust Co., Jamestown; Cortland Trust Co.; Orleans County
•urust Co., Albion, have been exchanged.

(Thereupon, at 12 o'clock noon, after an informal discussion, in
Which it was decided to question Mr. Rand on his statement to-
Morrow, an adjournment was taken until Friday morning, April 25,
1930, at 10.30 o'clock.)
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FRIDAY, APRIL 25, 1930

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Washington, D. C.
0 The committee met at 10.30 o'clock a. m. in the committee room,
ia.pitol, Hon. Louis T. McFadden (chairman) presiding.
I he CHAIRMAN. The committee will come to order.

STATEMENT OF GEORGE F. RAND—Resumed

The CHAIRMAN. Mr. Rand, in your very excellent statement which
iou read yesterday morning you covered, sufficient for our purposes,
a number of aspects of the type of banking in which you are en-
aged; but it seems to me that you touched rather lightly, if at all,
11Pon the question of the initiation and application of the group-
uianking policy. From the standpoint of this committee that is
La.00ut the most important question we have to consider in this inves-
Ligation. I should like, therefore, to ask you to state fully to the
,co, lumittee how and by whom—that is to say, by what committee—the Marine Midland Corporation arrived at a banking policy for the
group as a whole or for any member of the group, and what means
ate employed to make this policy effective in the banks.
I should like you to cover the following points:
First. Investment policy: After you have acquired control of a

°link what steps are taken to see that the securities which it pur-
chases are sound and liquid?
Second. Loan policy: What action does the Marine Midland, or

411Y other agency connected with it, take in the matter of reviewing
clir fixing lines of credit or otherwise attempting to improve the loans
one of its banks?
Third. Examination. When your examiner goes out and makes an

eXaniination of a member bank of your group I presume he brings in
Written report much the same as that of the National and State

uank examiners. Should one of these t eports reveal incompetency of
ka„ nagement, unsatisfactory loans, or securities purchased not up to
gle standard, what means does your group employ to remedy such atituation? As the majority stockholder of such a bank you hold the
kwer of removal over directors, and through that power indirectlysocontrol the appointment and tenure of Office of the management per-
cUnel. In such a case as I have described would the Marine Midland
rrporation call the officers of the bank on the carpet as a means of
forcing the group policy

100136-30—vot 2, PT 9-13 1201
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I wish you would address yourself to those questions and any other
points that may appear pertinent to you along those lines. The com-
mittee would be glad to have you answer as fully as you can.
Mr. RAND. I will state in answer to question No. 1—investment

policy—which question is, "After you have acquired control of a
bank, what steps are taken to see that the securities which it pur-
chases are sound and liquid?" the first thing we do after we have
acquired control of a new bank, and even before we have acquired
the bank, is to make a detailed examination of its loans and all it8
securities.

After we have acquired control of a bank we have in the Marine
Midland Group (Inc.) an investment committee who are experts
in the handling and purchasing of securities. This committee is con-
stantly working with the individual bank in going over its securi-
ties? in weeding out the undesirable ones. The securities that the
individual bank holds have generally been handled by the president
or by a vice president—one officer generally has had charge of them--
and our committee works with that officer more or less in advisin4
the retention of good securities and the elimination of unsouna
securities.

There is a statistical department and an analysis of securities
department. Every security that is owned by Marine Midland bank°,
is constantly being analyzed and reviewed. If we hold railroan
bonds, the reports of those railroads are followed very closely. If sve
hold industrial bonds, each report of that industrial concern
studied. The conditions of the industry are tabulated and watche",
something that the individual bank perhaps did not do before. 0°1
the securities are constantly reviewed and information about the
particular industry or the particular railroad is constantly before our
committee working with the officer in the bank who has particular
charge of the bank's investments.
Then the matter is brought up to their board, with the recoil'

mendation that certain securities be disposed of or certain new sear'
ities be added, with the reasons why we make the recommendations.
Many of these banks have not, in the past, -given 'sufficient con:

sideration to their liquidity and we have endeavored to remedy the'
by the putting of a certain portion of their security holdings .111
Government bonds and a certain proportion in railroad bonds, vat'
the idea of having a liquid additional reserve for those banks, to haTe
a certain proportion in high-grade rails, a certain proportion in hie"
grade industrials, a certain proportion in high-grade public utilities,
of course, starting with Government and municipal bonds.
The CHAIRMAN. Now there is a second question.
Mr. RAND. The second question referred to loan policy—
What action does the Marine Midland, or any other agency connected Wit!

it, take in the matter of reviewing or fixing lines of credit or otherwise atten/13̀

ing to improve the loans of one of its banks?

After we have assumed control of the stock of a Marine Midland
bank, we very carefully go over the loans, review as far as possible
the financial statements of the makers of the loans. We have
mind also the length of time the loans have run, what payment':
have been made upon the loans, and the type of industry to which th
credit is extended. We work with the proper loaning officers—tne
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president, vice president, or cashier. Sometimes we work with the
borrower in pointing out ways and means by which he can improve
his business.
This loan committee of the Marine Midland Group (Inc.) is con-

stantly working to eliminate unliquid loans or frozen loans, to get
the borrower, individual or corporation, in the habit of filing his
financial statements, or, if he is a farmer, working with him on his
farm problems.
The smaller banks have, in the past, not been as scientific as the

larger banks. They have loaned a small industry in the town be-
cause a director sitting around the table will say, "I know John
Smith, and know that anything he desires is all right," and they

bank, 
the loan. Now, in the interest of the borrower as well as our

oank, we are encouraging them to get auditors in and make an
audited statement of that particular company, to check up on the
kanagement and see what the trend is and look back over a period
of years to see what progress the company is making and check up
°I1 its inventory.
We have done another think in connection with the loans, which I

think is very helpful. In the past, the local banker has been too apt
'0 just sit in his bank and talk with his customers. We have urged
gur local bankers to get out and call on their customers and go into
their stores and see the condition of the merchandise, see whether the
store looks prosperous, see whether he is keeping his windows clean
and up to date, and the way he is operating his store, and offering
i'llggestions. We go through the local factories with the same object
44 View.

, We have retained a former agricultural expert to work with our
(arrners in the farming communities, to go out and advise with them
9/1 the diversification of crops, better ways of running his farm, and.
In, many cases, we have arranged sales for parts of the farm to enable
the farmer to operate his farm in a better way than before.
We are doing a great deal in trying to improve the character of

°ans in these banks, always, of course, cooperating with the local
rank board and the local president. We avoid dictating to them asisc4ng as the bank is running smoothly. We have some banks that
"fave been very efficiently and very properly run, and there are very
,cw loans that are subject to criticism. Those banks we have not4,4terefered with, but where a bank has an undue proportion of poorLoans, not as liquid as they might be, we do all in our power to
t rsist that bank and show them some similarly situated institutions.
a are constantly taking men from one bank and placing them in
hers for certain periods so that they may learn from observation°atter methods of operation. It has been quite an eye opener in

taany cases, and they have gone back and put their own banks vol-alltarily, of their own accord, in much better condition.
Are there any other questions on that?
The CHAIRMAN. I think that covers that quite well.
Mr. RAND. Now the next question, examination:

,When your examiner goes out and makes an examination of a member bank
Your group I presume he brings in a written report much the same as that"k the national and State bank examiners. Should one of these reports reveal
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Incompetency of management, unsatisfactory loans or securities purchased not
up to the standard, what means does your group employ to remedy such a
situation?

Now, our bank examiner, as I said in my statement yesterday, was
formerly chief bank examiner for western New York for the New
York banking department, a very able man. He has under }lira
seven or eight very capable men. They will go in and make an e%-
amination of a member bank of our group and unless the examina-
tion shows dishonesty, which it very rarely does, we endeavor to
educate the management of that particular bank by placing certain
officers or employees in other member banks very much as I have
said before. Many of these banks have had a poor business policy,
due to the fact they do not know how to run a bank. They have
been in a single small bank all of their lives and have had little op-
portunity to see how other banks operate.
In brief, what we endeavor to do is to educate the management.

If we find they have not operated the bank efficiently, we sometimes
loan a (rood man from another bank to work with them for a period.
Should their reports reveal gross incompetency, or should we find

that the men in the bank are,in our opinion, not capable of runninf
a bank, then we call a special meeting of the board of the small bana
and put the whole situation up to them. Fortunately we have onll
had to do that once, and we told the person who was in that bana
that he was not a born banker and did not have a future in the
banking business and should get in some other line. But we alwaYs
work through the individual board, and the cooperation of the in-
dividual boards, after we have had control of the bank, has bee°
very gratifying.
The CHAIRMAN. Your chief examiner, with a corps of assistants,

is engaged exclusively in examining that group of banks?
MT. RAND. Yes, sir.
The CHAIRMAN. And spends all of his time doing that work?
Mr. RAND. Yes, sir.
The CHAIRMAN. You get this information in regard to mismanage'

ment or anything else affecting conditions in those institutions
through your examiners?
Mr. RAND. Yes, sir.
The CHAIRMAN. That is the way it is brought to your group?
Mr. RAND. Yes, sir.
Now, our examiners confine themselves very much to the condition

of the bank. They do not handle the securities. They receive s
list of securities, but the handling of those securities is done by
separate division of our Marine Midland Group (Inc.). The aver;
age examiner is not an expert on securities, and we have three
four men who do nothing but handle securities. The bank er
aminers study the loans. The analysis of securities is handled tie
the securities division of the Marine Midland Group (Inc.). Tbt.
individual bank purchases its own securities, cooperating with ou
securities division and their own board of directors.
The CHAIRMAN. When the examinations by the banking depar.t,-,

ment or the examinations of the national banks which may be
your group, by the Comptroller of the Currency, take place, yotL,
examining department or your chief examiner and his 5ssistan1P
go through the examination with these independent examiners?
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Mr. RAND. No; we get the report of the banking department of
the State or the National department and then go over that report
With the officers of the bank, in addition to making our own com-
plete examination.
The CHAIRMAN. After the State examination has been completed,

however, or the national-bank examination is completed, those results
are reported to you?
Mr. RAND. Yes, sir.
The CHAIRMAN. How often does the State of New York examine

the banks?
Mr. RAND. Twice a year.
The CHAIRMAN. At stated periods?
Mr. RAND. No sir; we do not know when they are coming.
The CHAIRMAN. You do not rely upon the examinations of the

State banking department or the comptroller's examinations exclu-
sively to keep in touch with your bank's conditions, but keep your
own examining force and they go into these banks the same as the
State banks or national-bank examiners, without notice?
Mr. RAND. Without notice; yes sir.
The CHAIRMAN. As a matter of fact, then, I suppose they may

drop into any one of your banks half a dozen times a year, for that
flatter?
Mr. RAND. Yes. As a matter of fact, after we have made an

examination, this chief examiner of ours will make certain recom-
endations and then possibly within a month he will send out one of

ills men to that bank and say, "What have you done with these
recommendations? How are you following out the recommendations
We have made?" He will probably meet with the board of directors.
The board and our examiner will agree on a certain policy and later
We will follow up and see how the policy is being carried out.
The CHAIRMAN. Supposing the State banking department, as the

result of the examination made by their examiner and the comp-
troller's office, as a result of the examination by the national-bank
examiner, make definite recommendations to charge off assets which
are not in conformity with the department's idea
Mr. RAND. With our department's idea?
The CHAIRMAN. With the ideas of the comptroller's office or of

the State banking department?
Mr. RAND. I do not believe I understand that question.
The CHAIRMAN. In other words, if an examiner, either from the

comptroller's office or from the State banking department, recom-
kends certain assets to be charged off, are they charged out of the
roFets of those banks or does one of your banks take over the
criticized assets?
Mr. RAND. No, sir; they are charged off by that bank.
The CHAIRMAN. There is no taking out of criticized assets and

Putting them in another company?
Mr. RAND. No, sir.
The CHAIRMAN. Each bank stands on its own foundation?

„ Mr. RAND. Yes, sir. We handle it this way: In the case of a bank
'oat has a large number of charge offs, or the banking department,
either State or national, has to make certain charge offs and if those
eharge offs are of sufficient number to be serious, we will charge them
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off and then the holding company will pay in additional money int"
that bank.
You see, we raised $57,000,000 in cash. We are keeping a revolving

fund anywhere from thirty to forty-five or fifty million dollars in
cash at all times, and in case any bank's assets are impaired through
the charge offs we do either of two things—have the bank stop paY-
ing dividends and let their earnings build up to take care of it, 01;
increase their capital and pay in additional money to the surplus ana
their capital.
We do not feel that it is wise to take those assets out of the bank

for two reasons: First, it relieves the banker of his responsibility 00
those assets to a certain extent; secondly, they are not apt to be
followed up as closely as if left in the bank and that bank left te
collect them.
The CHAIRMAN. 

Now, 
as to the latter part of the question—as the

majority stockholder of such a bank you hold the power of removal
over directors, and through that power indirectly control the ap-
pointment and tenure of office of the management personnel-0e°
you elucidate on that, as to how you meet that situation?
Mr. RAND. In our banks we have never used our power to chilli;

nate any directors of one o:.° our member banks unless the board 01
that bank desired those directors eliminated themselves. In other
words, we will go to the president of one of our member banks when
the annual election comes up and say, "Are there any changes that
you people desire to make on your board?" And if the president
says
' 
"Well, John Smith is no longer of any use to us; we should

like to elect another man in the town who is a capable and corni
man in place of him," we will take their suggestions on him all
first we will check up on him to see if their recommendations see0'
sound to us, and the board will go ahead and make those changes
by the election of the additional directors.
Now, in the case of officers of banks, if they are incompetent—and

as I said, we have only had that experience once—we would call f'
special board meeting and put it up to the board, and the boa"df
would have to do that themselves. They will have to get rid 0
that president, vice president, or cashier or whoever it was that vas
incompetent.
The CHAIRMAN. But, as a general thing, you prefer to keep th

local boards or the majority of them in the locality where the bank is'
Mr. RAND. Yes, sir; in many localities we have not even put a man

on the board and have kept them intact. They run the bank under
our supervision and with our help. If the local board wants te
make a loan, they can loan any money they want to the communiti
providing it is good. The only time we veto a loan—and then I
only do it through moral suasion—is after a long conference, of
if we feel it unwise to make that loan we tell the member bane'
"We do not advise you to make that loan," and they do not do it.
The CHAIRMAN. Your management makes no limitation as to thev

amount the officers can lend, either to individuals or to corporations •
Mr. RAND. The officers do not make loans unless approved by their

particular boards and we make no limitation on the loaning power
of those boards other than the limitations made by law.
The CHAIRMAN. Do you find it necessary at times to transfer

funds from one locality to another?
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Mr. RAND. Yes, sir.
The CHAIRMAN. You do that?
Mr. RAND. Yes, sir.
The CHAIRMAN. That is done through your parent institution?
Mr. RAND. That is done through one of the larger banks in the

Poup; yes, sir; depositing money with the various banks. For in-
stance, at the time of the stock-market crash last fall we had about
$50,000,000 in cash or call loans, extra money which was ready to be
Used for any of these banks that needed additional funds. In three
or four cases, we deposited considerable amounts of money in those
banks to enable them to take care of their requirements at that
tune.
The CHAIRMAN. Do you find that, in the smaller towns, you fre-

ttliently have to send more money to serve the community, or do
they have sufficient money there to take care of their requirements?
Mr. RAND. It seems to average up pretty well. One town will

heed money and another will have a surplus.
would say at the present time we are not having to shift funds.

he banks are running on about an even keel themselves, but even
,h1 times of distress it seems to run fairly even—one bank will need
Ilinds and another will have an excess.
The CHAIRMAN. Now, you are operating an interesting group.

!' should like to ask you what economies in management you have
lbstituted I
Mr. RAND. The economies in management—I mentioned them in

11137 statement yesterday. We formed our group last October. The
economies are just beginning to show now. In one bank, for in-
stance, I think it is safe to predict a saving in overhead of from
8100.000 to $200,000 a year.
The CHAIRMAN. How did you bring about such economies—by

the discharge of unnecessary employes?
Mr. RAND. No.
The CHAIRMAN. Reducing salaries?
Mr. RANT). No; we have never made it a policy to discharge em-

Noyes. We have, on the contrary, recommended consistently the
'hcrease of salaries to employes.
Perhaps if I give a case involving one of our larger banks, a bank

Of. some $70,000,000, where we are able to effect a great many econo-
kies, it will serve to illustrate what I have in mind.
Those economies are to be made, first, in the rentals that bank has

lieen paying for space. That bank had several unnecessary offices.
t had 11 branches, I believe, and we are able to show them how they
ehn eliminate two or three of those branches.
In the second case—that same bank—in connection with the amount

°f cash that that bank carried in its own vault, we have been able to
s!tve that bank forty or fifty thousand dollars a year, by showing how
4inular banks, in our group, operate with less cash in their vault. In
Other words, it does not matter to a local bank whether it carries
!loth in its vaults or on deposit with the Federal reserve bank. The
!tilers were doing business with fifteen or eighteen thousand dollars
th their cages, and we were able to show those tellers that in another
nak of the same size, the teller could do the same amount of busi-
'Less with $4,000 in his cage if he .would use his head a little. We
were able to cut down the cash requirements in that bank and give the
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same service to the customer, I think almost to the extent of $1,0001"
000, in the aggregate. Now, if you figure 5 per cent on $1,000,000/
it is $50,000 a year.
We have done that in all our banks, and the saving has not beell

so much in the smaller banks, but in the larger banks it is quite
a great deal. We have done the same thing in purchasing.
Most of the little banks, and larger ones, are the prey of everY.

salesman that goes into their town. They will buy adding machines)
they will buy typewriters; they will buy ledgers, and a little bank,
with three or four million dollars in resources, will spend some-
times three or four thousand dollars a rear unnecessarily in doo-
dads that people come in and sell them. Ile savings we have made
in that connection are remarkable.
We are also showing these smaller banks, and larger ones, top,

that are in our group, that, through certain physical changes in,
their set-up of their bank inside, in the way they handle their col;
lections and handle their items, they can cut down the number O'
their employees.
As I said a moment ago, we have never let out employees. Where

we have, in our group, two or three thousand employees, they are
always leaving and there is always a turnover, and we simply stoP
from hiring for a while. If we go into one bank and find an eves!
of employees, we will take possibly two or three employees out o!
that bank—say, for instance, the bank is in Niagara Falls—ana
move them into our head office in the Marine Trust Co., in Baal!'
where we may need additional employees in the bond or trust depalv
ment.
We are trying to increase the salaries of our employes and at th. e

same time increase their efficiency and cut down on the total salari.es•
The CHAIRMAN. Would you say, in that connection, you have

creased or decreased salaries on the whole?
Mr. RAND. Increased them on the whole.
The CHAIRMAN. Would you care to state the maximum and milli"

mum salaries paid?
Mr. RAND. That is difficult to state, because the banks vary so.
The CHAIRMAN. You have no set rule, then, for the different classes

of work?
Mr. RAND. No; we have more or less standards. We feel that 8

man who handles money, a teller, should receive a decent living wsgeci
The CHAIRMAN. For instance, take a teller: What is the salary Po

to a teller?
Mr. RAND. Taking the teller in a bank in Buffalo, one of Ont

tellers receives $4,000 a year.
The CHAIRMAN. And in the smaller institutions?
Mr. RAND. In the smaller institutions the teller's work is ent1re1.1

different. There a teller does not have to be on his toes as he does
a big city, where he has a string of people waiting to cash checks 0:n
do business. He has to be a much more capable man in a larger citi;
In a smaller town we take into consideration the living conditions el
the town, whether he is married or not, and how long he has been
with the bank.
I should say that the teller in the small town would receive possibli

a minimum wage of $150 a month.
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The CHAIRMAN. Take stenographers and bookkeepers: What rate
of salary do you pay them?
Mr. RAND. With the stenographers and bookkeepers, it depends

upon the banks in which they are. In the small towns a stenog-
rapher will do all kinds of work in a bank. She may work in the
bank part of the time or may do stenographic work. We pay our
stenographers, I would say, depending upon their age, their qualifi-
cations, and length of time they have been in the bank from $75 a
Illonth to $250 a month.
The CHAIRMAN. Mr. Lord the other day in his testimony before

this committee made the statement that their group never took over
an institution that was not on a paying basis, and he also stressed
the thought that these small banks in small towns could not operate
successfully and that the only way that situation in these rural com-
Inanities could exist in the future would be to adopt a form of branch
banking; that those units could be operated as branches efficiently
and serve those communities. Do you agree with that statement?
Mr. RAND. In general I do.
The CHAIRMAN. You have taken over small banks in small corn-

alunities ?
Mr. RAND. Our group, Mr. McFadden, is very similar—our prob-

leins in our group are very similar—to the problems in Mr. Lord's
group. His group radiates out of Detroit and we radiate out of
1311ffalo. We have 18 banks in our group and he has more than that.
We have, for the most part, taken over paying banks. Now we

have taken over two or three banks—I will say two—that are not
snaking earnings at the present time, but we think they have a great
iliture. We believe the town in which they are located is growing.
I do not know of any way of taking care of the banking require-

raents of many towns in New York State without a straight-out
branch banking system.
The CHAIRMAN. In the acquisition of these banks, do you wait

for them to suggest to you that they be taken over or do you go out
and negotiate or buy up control of the banks?
Mr. RAND. We have never bought up the control of any bank, and

1437 policy is never to buy up the control of a bank unbeknown to
the officers of the bank or, in any way, detrimental to the best inter-
Sts of the town. In fact, we have never bought up control of the
banks without full consent of the directors of the banks. In every
ease in the acquisition of our banks we have never used any force or
Nasion. The banks have all come to us, I think, in every single case
and asked that they be included in our Marine Midland group.
In the original formation of the group, however, we went to some
N or 13 banks who had been working. with us for years and we
kflew them and knew their officers and directors, and told them what

were planning to do and asked them if they cared to come in with
!Is. We simply told them our plan, and if they wanted to come in11, Was all right, and if they did not want to come in it was all right.
The CHAIRMAN. You dwelt at some length yesterday on the trade

4t•ea of Buffalo. I notice, in looking over your group, that you have
4c'ne across the State line into territory that might be tributary to
4ew York City. Have you arrived at what you consider to be your
tifinite trade area or do you consider the whole of New York State
Ita Your trade area?
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Mr. RAND. We feel that the whole of New York State is unr
definite trade area. I should like to read something here that I have
prepared—
Mr. CHAIRMAN. I should like also to embody in that question for,

your thought and consideration in making your answer2 the 'No
that you have acquired a bank in New York City which is a some-
what different plan than some of the other groups are working
under. Will you explain to us that plan?
Mr. RAND. A New York City bank is very essential to our grout

I should like to elaborate on that. I was hoping you would 05
that question because it is very essential to us.
The CHAIRMAN. In that connection, the thought occurs to me as

to whether or not, in the working out of your plan of group BUS'
agement, you contemplate the use of that bank exclusively for your
group in New York—that is to say, whether your New York opera'
tions are to be conducted through that institution or whether you
will utilize other banks for correspondents, and so forth.
Mr. RAND. We do not contemplate using the New York bank

exclusively.
The CHAIRMAN. But the major portion of the business will he

done through that institution?
Mr. RAND. The major portion of the business will be done through

that institution; yes—probably 50 or 60 per cent through our New
York bank and the other 40 per cent through bank correspondents
in New York. Of course you must realize nearly all the banks are
members of the Federal reserve system and a large portion of the
New York business is done through the Federal reserve banks. A
The same changing methods in business and the tendency tows!'

consolidation which deter banks in small towns from retaining their

business makes a bank in New York of great value even to suclibaw
as the Marine Trust Co., of Buffalo, the Union Trust Co., of Roches'
ter, and our banks in larger cities.
In an ever-increasing measure we have seen independent man%

facturing companies in Buffalo and western New York merge or se'r
out to other concerns in a similar line of business. In case afte
case the executive offices are now in New York.
Cash balances which formerly ran into hundreds of thousands .°

dollars with our up-State banks are gradually reduced, becoming
small operating accounts.
In many instances a large stock interest in the merged comp 

remains—for, example, in Buffalo. Men whom we know well ht:
come prominent in the affairs of the company moving to New Yorl
Much as they would like to continue to do business with the old ban
which they know, gradually this business slips away, due to the CO
venience of doing business with a New York City bank at tht
headquarters. There is already an indication that with a bank ft
New York City we will regain their business which has been Ire
in recent years and retain within the group such business in tv
future.
(After discussion off the record.) he
Mr. RAND. I will say this, that we have seen no evidence of t•c,

New York banks trying to take this business away from us excePt
a perfectly fair competitive way. Many of these mergers and e°11‘
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solidations had nothing at all to do with the New York banks, but
just for economic and business reasons.
For instance the Hotel Statler Co. moved down to New York

because the president of it, Mr. Statler, wanted to live there, and
gradually he began doing business in New York, and there are many,
Many cases of that kind totally outside of the investment and under-
writing business or the power of the New York banks that have
Caused this business to go to New York.
I will also say that I do not see any way in which banks outside of

New York City could act as registrar and transfer agent of corpora-
tions whose stock is listed on the New York Stock Exchange. Other
cities have a similar rule. We have in Buffalo, in our local stock
exchange, a rule that you have to have a registrar and transfer agent
in Buffalo, and Chicago, I believe, has the same.
Mr. Wpm). Explain why that is necessary.
Mr. RAND. Because, when a man in Buffalo sells some stock on

the Buffalo Stock Exchange, he could not go to New York or Chicago
,and have a New York or Chicago bank act as registrar, because it
has to be delivered under the rules of the stock exchange immediately,
and the expense and all that is prohibitive.
Mr. Wirroo. You do not mean immediately. Explain that, for the

benefit of the thousands who may read this record and who do not
understand this transfer situation. You do not have to deliver it
On the very day; it is the next day, is it not?
Mr. RAND. I can not qualify to state the rules of the stock ex-

change, but it interferes seriously with the delivery if it has to go
but of town to be registered or transferred.
, Mr. Wiicao. I do not know anything about the stock exchange,
rait I have read somewhere that you have to make your transfer by
3 o'clock the next day.
• Mr. FISCHER. That is delivery, but that does not necessarily mean
it has to be transferred.
Mr. WiNoo. That is the point I wanted to get at; go on and ex-

Plain it, because you just made a statement in the record that will
be challenged by a great many gentlemen.
Mr. RAND. I will have to get somebody more familiar with the

rules of the stock exchange than I am.
The CHAIRMAN. Is not this the real answer: That these trans-

actions take place in New York City and, because of the require-
!bents of the exchange as regards deliveries, it would be physically
Irapossible to send them to these other cities for these transfers; in
Other words, it would impede these transactions to such an extent
that it would be a great handicap, and inasmuch as the New York
Ptock market is the big market, it is necessary that these transfers
and registrations take place in close proximity to the exchange?
Mr. WINGO. Both of you gentlemen, I presume, are lawyers?
The CHAIRMAN. I am not a lawyer.
Mr. RAND. I am not.
Mr. Wirroo. I said that sarcastically. When you say it is neces-

tary physically to do this, unless they are different stocks from any
have ever seen or any I have ever as an attorney prepared for a

'Ittle country corporation, I do not believe that you have given the
real reason yet. There is another reason, I anticipate, aside from the
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natural selfish desire to control the business. I have seen stock
certificates with three or four transfers on them before they were
ever transferred on the books. If a man wants to take a risk, and not
have it transferred on the books, he can do so, and in some instances
that happens.'
(After further informal discussion off the record.)
Mr. SEIBERLING. The important thing that we have not in the

record is that these corporations consolidating and moving to New
York affect the banks to the extent of $100,000 a year in connection
with transfers.
Mr. RAND. That is not accurate. I could not say with accuracY

just what that would amount to, but suppose one of our customers
in Buffalo were to sell a bond issue and have that bond issue listed
on the New York Stock Exchange. The trustee of the bond issue
would have to be a New York bank. If we had a bank in New
York, we would receive the fee ourselves, assuming that our customer
picked out our bank as trustee.
The CHAIRMAN. Which they would be likely to do.
Mr. RAND. Which they would be more apt to do. In many cases

this amounts to between $20,000 and $30,000, depending on the size
of the bond issue.
Mr. WINGO. That is a bond to be listed on the New York Stock

Exchange?
Mr. RAND. Yes.
The CHAIRMAN. I think a statement should go into the record that,

Mr. Rand discusssed with the committee, off the record, an angle 01
this development in banking such as he has engaged in through the
organization of the Marine Midland Corporation, with particular
reference to their taking over the Fidelity Trust Co. in New York,
operated as the New York City institution of their group.
Mr. WINGO. Before you get away from that stock transaction and

that stock registrar, there are two reasons why they insist up00
that, and one is to keep the stock there, and frequently stock will be
held in brokers' hands with numerous transfers of ownership but
without an actual transfer on the books, and the major reason wit,'
they insist on it is that they want to keep those transactions as 3
New York contract, governed by the laws of New York. For illus.'
tration, there are the call-loan rates. This is a real reason. There is
nothing physical that would require the registrar or the stock-trans:
fer bank to be there; and the registrar or the stock-transfer bane
could be in Buffalo just the same as in New York except for the,.
reason I mentioned. Their selfish idea is to keep it in New Yor"
City, and they use that practice to make it a New York contract,. se
that if any litigation arises the New York courts have jurisdiction
and the New York laws as to usury and everything else govern. ,
I think, if you ask them in New York, they will tell you that thto

is the real reason why they require it.
The CHAIRMAN. In connection with this discussion of consolicia-

tions and mergers and control of banking incident thereto, during the
past few years a new method of financing industry independentlf
from bank loans has developed through the issuance of comuti
stocks and their sale to the public. How has that affected, in You'
judgment, the general commercial banking business? In other words,
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• the Federal reserve act was created in 1913 to serve the business
interests of this country through making eligible for rediscount paper
representing commercial transactions, and practically ever since the
development and organization of that system, we have been having
a decreasing amount of that very class of paper, and the concerns
who were to be served from that source have gained their money
from the public through the issuance of common stock and other
classes of securities.
Now, in your judgment, how has that tended to affect the general

banking business of the country?
Mr. RAND. Well, it has changed quite materially the general char-

acter of our business by cutting down the eligible paper we have for
rediscount with the Federal reserve bank, in that the amount and
number of commercial loans that we are called upon to make is
declining, and on the other hand the amount of collateral loans we
are called upon to make is increasing.
The CHAIRMAN. Collateral loans are usually secured by stock-

exchange securities, are they not?
Mr. RAND. Stock-exchange collateral.
The CHAIRMAN. How do you meet that, then, in carrying your

assets in such condition that will permit you to obtain money from
the Federal reserve in case you require it? What class of securities
do .you carry?
Mr. RAND. We meet that by increasing, of course, our supply of

Government bonds. We carry larger amounts of Government bonds.
We also carry larger lines of acceptances and bankers' bills, which
are eligible for rediscount.
The CHAIRMAN. You are forced to do that because of these chang-

ing conditions?
Mr. RAND. Changing economic conditions.
The CHAIRMAN. And your situation in that respect is no different

from that of any of the other large banks?
Mr. RAND. No.
The CHAIRMAN. Particularly the banks in New York City.
Mr. RAND. Our situation is comparable to that of banks in New

York City, Cleveland, Detroit, and Pittsburgh.
The CHAIRMAN. Have you any suggestion to make as to whether

or not that is a development that synchronizes with the intent of the
Pederal reserve plan?
Mr. RAND. I could not answer that.
The CHAIRMAN. In other words, does not that tend to freeze the

assets of the Federal reserve system?
Mr. RAND. I suppose it does in a smaller way.
The CHAIRMAN. As a matter of fact, does not the large volumeof acceptances which the Federal reserve carries from time to time

Practically resolve itself into frozen assets?
Mr. RAND. I would not be qualified to say that.
The CHAIRMAN. MT. Luce.
Mr. LUCE. Before asking a question or two I want to take the

stand myself and from personal experience add something to the
considerations that have resulted in the centering of business in New
York.
Something more than 40 years ago I started a business in the cityof Boston. -Five years later we opened a branch in New York. The
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New York business grew rapidly and the Boston business grew
slowly, and three years ago we abandoned our business in Boston and
centered it in New York, and such funds as the corporation possessed
were transferred from a Boston bank to a New York bank.
That was not done through any love of New York. Personally/

if I were faced with the prospect of having to live in New York
in order to make a living I would go and try to exist without the
same sort of living somewhere else somehow. This business went
to New York simply because there was more money to be made in
New York, and I did not have to go with it.
I think you will find that is at the heart of this whole tendency

of business to go from the smaller to the larger place. It goes
because that is more profitable. There is no personal consideration,
and nothing in connection with any social tendency that could be
checked if we wanted to do it. I reiterate that business goes to the
larger place because it is more profitable to do business in the larger
place.
Now, as to the physical factors connected with the transfer of

stocks, in Massachusetts the head office of our public service corpora-
tions were generally at first in the city concerned. That is changin$,
but still there are some public-service corporations with their main
offices in the smaller cities. They maintain a transfer office in BosWn
in large part because of the convenience to the stockholders. It is a
nuisance when you are closing up an estate or when you are makin$
an individual purchase or sale to have to send certificates of stocK
of some 30, 40, 50, or 100 miles and take several days to get the thing
done, rather than to step around the corner into the office of the trans'
fer agent and have it done in five minutes.
Now, one or two questions. Unfortunately I was kept away front,

yesterday's hearing by the necessities of the business on the floor ot
the house, and I am not informed as to whether in your group there
are any securities companies.
Mr. RAND. When we took over the Fidelity Trust Co. they had

a small securities company called the Fitrust Corporation, and that,
is still in existence, and also in the Manufacturers

, 
National Bank 01

Troy they have a small securities company in connection with that
bank, called the Security Properties Co. (Inc.).
Mr. Luca It has been disclosed that in the West, from which we

have had most of the testimony prior to this, there has been a mark
growth of lending on securities. Is that true also of the business in
New York State?
Mr. RAND. Yes; lending on collateral. I just mentioned that.

The banks are lending in increasing amounts on collateral.
Mr. LUCE. Is it your expectation that you will concentrate the/

business of all your banks in that regard in one securities companY •
Mr. RAND. Well, the securities company has nothing to do Wig'

the loans that the banks make. The collateral loans that the bans5
make to customers are made at the banks, and not through ail,
securities company. I do not know of any securities company that
makes loans on collateral. That is a banking function.
Mr. LUCE. I think that we have different things in mind. I hare

had in mind the allotments to others.
Mr. RAND. Do you mean the underwriting of securities?
Mr. LucE. Yes; the underwriting of securities.
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Mr. RAND. What was the question?
Mr. Lurcz. Is it your intention to develop a central bank sep-

arately for that purpose?
Mr. RAND. Do you mean, is it our intention to develop a securi-

ties company for the underwriting of securities?
Mr. LUCE. Yes.
Mr. RAND. We are studying that proposition now, and we are not

ttepared to say at this time whether we will develop that or not.
,we are selling through our bond departments, through the bond
aepartment of the Marine Trust Co., the Union Trust Co. of Roch-
ester, and our other large banks—selling and distributing large
amounts of securities. We have to do it in self defense, and there
a demand by our customers for that kind of business, and it ful-

al.s an economic function, of the banks selling high-grade securities.
Whether we will form a securities company to handle that end of it
Or not, I am not prepared to say at this time. We have not de-
cided. I would imagine that we probably will.
Mr. LUCE. IS it your judgment that the tendency toward the

greater participation by banks in that particular type of business is
Wise or unwise?
Mr. RAND. My judgment is that it is probably wise. It all de-

tends on the way the securities company is operated. If the securi-
ties company is operated in a high-grade way, and distributes only
the highest-grade securities, I think it is a wise thing to do. In our
trust departments and in our fiduciary capacity, we have made it a
practice never to buy any securities that are sold by ourselves. In
any of our trust accounts, we never purchase securities from our
°Wu banks or from any member of our own bank group. We have
never done that; we never will.
Mr. LUCE. It has been charged that your high standard is not ob-

served in many parts of the country and that banks having trust
departments are willing to unload into trust funds the poorer grades

the 
securities for which they do not find a ready market. What is

Elle answer to that?
Mr. RAND. My answer to that is that all of the banks that I knowof, the higher-grade banks, particularly in New 'York and the larger

cities, have adopted the same policy that we have, of never purchls-
Ing securities from themselves with trust funds. I do not know of aarge New York bank or a large bank of any standing anywherethat purchases securities from itself. I may be mistaken on that,
ant that is my impression.
Mr. LucE. You have pointed out that the tendency of business togO from smaller cities to the larger cities has resulted in gain on the

Dart of the banks in the larger cities, at the expense of those in the
lnialler cities, and that you are attempting by your form of organi-
estion to recover some of that loss.
Turn the matter around. When the banks in New York discoverend realize that they are thus being attacked in a perfectly legitimate1:41?eay., will not the inevitable result be that they will turn around andgin to form holding companies themselves?
Mr. RAND. I should think it would be.
Mr. LUCE. Then tell me this: If you were to start over again with_ 
Perfectly free hand to establish branch banks, would you establish
branch banking system or a group banking system?

1215
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Mr. RAND. That is a difficult question to answer.
Mr. LUCE. It is an important part of what we are trying to find,

out, whether, with free competition between the two systems, allu
full opportunity, the branch banking system or the group bankini
system will bring the community greater economic advantage ana
more safety?
Mr. RAND. I discussed that at length in my statement yesterdaYt

of which I would be glad to give you a copy.
Mr. LUCE. It would be in the transcript, then, and I shall read it.

I feared I might be duplicating.
Mr. RAND. My conclusion on that was that we had not really mad8

up our minds which system was preferable, that each has mail
advantages over the other.
Mr. LUCE. That is all.
The CHAIRMAN. Judge Brand.
Mr. BRAND. I want to ask you a few questions only.
First, what is the approximate size of the smallest baak in your

system
Mr. RAND. About $1,000,000 in deposits.
Mr. BRAND. What is the population, say, of the city or cities in

which such a bank is located?
Mr. RAND. I would say about 3,000 population; 2,000 or 3,000. 
Mr. BRAND. Your group banks loan to farmers, as I understand it
Mr. RAND. I beg your pardon?
Mr. BRAND. Do your group banks loan to farmers?
Mr. RAND. Yes.
Mr. BRAND. Upon what character of security?
Mr. RAND. Sometimes we take a mortgage on their farm, and st

other times we loan them to buy a tractor, and we take a note frolu
them, and things of that kind.
Mr. BRAND. What rate of interest do you charge the farmer?
Mr. RAND. Six per cent.
Mr. BRAND. HOW long do you carry it?
Mr. RAND. When I said 6 per cent, that is our standard rate.

Some of the banks—and I may be mistaken—might charge 61/2 or 6Ih
per cent.
What is your other question?
Mr. BRAND. How long do you carry the loan?
Mr. RAND. A commercial bank should not carry a loan longer than

90 days. Of course, that is ridiculous when it comes to farmerst'
Sometimes we have loans that we carry along for several years, bu
we do not like to do it. We like to have the farmer amortize til°
loan.
Mr. BRAND. For instance, if he wanted to borrow $1,000 in March'

payable this fall, would you make him that loan?
Mr. RAND. Yes.
Mr. BRAND. Do you charge any commission outside of the rate 0f

interest?
Mr. RAND. NO2 sir.
Mr. BRAND. That is the total cost to him for the use of the

money?
Mr. RAND. Yes.
Mr. BRAND. Do you loan at any time on the crops that he po"

duces on the farm?
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Mr. RAND. We have never had that in New York State to any
extent; we have never taken an assignment of the crop, and never
been asked to. We will loan a man in the spring $1,000, with the
understanding that when his crop comes in he will pay us off, but

•vite, unlike banks in other localities, have never been called upon
to make loans directly on the crop.
Mr. BRAND. What is the average value of the land that the farm-

ers own who apply to you for money?
Mr. RAND. That would be hard to answer, because the sections are

different. We have some dairying, some in orchards, and some in
hay. I would say it runs anywhere from $100 an acre to $300 or
$400 an acre.
Mr. BRAND. We know that there has been more or less criticism—

and I think that is impliedly admitted in your statement and in the
statement of others—of this group banking on the ground that
either impliedly or expressly they are trying to evade the double
liability of stockholders in case of the insolvency of the bank. What
is the amount of stock on an average that your holding company
owns in these smaller banks?
Mr. RAND. Taking all the banks, we own about 97 per cent
Mr. BRAND. Suppose that you were to buy a bank and you could

not buy up over 51 per cent?
Mr. RAND. Then we would not buy it.
Mr. BRAND. Say two-thirds.
Mr. RAND. We would probably take it if we could get two-thirds.
Mr. BRAND. Suppose that that bank failed; your bank would be

liable for the double liability, would it not
Mr. RAND. Yes, sir. Bank stockholders would be liable.
Mr. BRAND. Would these other stockholders owning one-third of

the stock in that insolvent bank be assessed in order to help pay the
creditors of the failed institution?
Mr. RAND. In the first place, in our particular group we would

never let a bank get in that shape. Our holding company has as a
Part of its plan the keeping of a revolving fund of between $30,000,-
000 and $50,000,000 in cash at all times. At the present time we have
some $45,000,000 in cash. If a bank got in a bad condition, before it
got to the double liability we would pay any amount of money to take
care of it.
Mr. BRAND. But suppose that it did fail and the holding company

owned 66% per cent of the stock, which you would have to make
good and would make good; the owners of the other third of that
stock would be liable for the double liability, would they?
Mr. RAND. Yes.
Mr. BRAND. And have to pay?
Mr. RAND. Depending on whether we would allow them to pay

I do. not know. That contingency would probably never arise.
Mr. BRAND. Would you not require them to pay?
Mr. RAND. I would not say as to that. We might pay for them •

I do not know.
Mr. BRAND. But it would be paid in any event?
Mr. RAND. It would be paid.
Mr. BRAND. There is no danger, then, of a holding company not

paying the assessment which may be levied by the Government or
by the State banking department in case of the insolvency of a bank?

100136-30—voL 2, PT 9-14
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Mr. RAND. I can not say as to any other.holding company; I onlY
say as to our own. As far as our own is concerned, I can not
conceive of any minority stockholder having to pay anything.
Mr. BRAND. Does your holding company carry double liability in

case of insolvency?
Mr. RAND. Our holding company does not carry double liability.

We would welcome it if it were necessary.
The combined capital of our banks at the present time lu

$28,025,000, and therefore the double liability would be $28,025,000.
We aim to keep at all times in cash an amount sufficient to take
care of that double liability. In other words our company will
carry in cash anywhere from $30,000,000 to $50,000,000, so that the
double liability is assured. We have it in cash, in other words.
Mr. BRAND. Suppose that one of your banks began to get in

shaky condition or in an unsound condition, financially, and the
probabilities were that it would become insolvent. What would
you do?
Mr. RAND. I believe I explained that. We would keep it from

getting that way by our examination by working out the poor assets,
by paying in additional money from our holding company into the
capital structure of the bank.
Mr. BRAND. Getting back to that surplus fund that you referred

to once or twice, where do these member banks of the holding com-
pany deposit this surplus fund?
Mr. RAND. For the most part, in the Federal reserve bank where

they are members; most of our banks are members of the Federal
reserve. There are four or five exceptions. The other banks deposit
in their bank correspondents. I would say that very few of them
carry more than a third or a quarter of their funds with other mem-
bers of our own group.
The CHAIRMAN. May I ask a question there?
Mr. BRAND. Yes.
The CHAIRMAN. They do not deposit the surplus funds with your

holding company, do they?
Mr. RAND. No; the surplus funds of the holding company are car-

ried on deposit with our own banks and with other banks, and where
they are carried on deposit with our larger banks—
The CHAIRMAN. Do you mean the larger banks of your group/
Mr. RAND. The larger banks of your group—the money is placed

on call in Government bonds or invested so that it is always kept
liquid.
Mr. BRAND. You recognize that there have been criticisms of this

group banking?
Mr. RAND. Yes.
Mr. BRAND. Relative to the question whether you want to evade

this double liability.
Mr. RAND. The formation of our holding company was in n°

sense due to the intention to evade the double liability.
Mr. BRAND. But there has been that criticism made, that the hold-

ing companies were formed to evade this double liability. Do you
deny that that is true?
Mr. RAND. Yes.
Mr. BRAND. For your holding company.
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Mr. RAND. We are perfectly willing to have double liability on
our holding company stock, so far as that is concerned.
Mr. BRAND. Are your smaller units, located in agricultural sec-tions. supplied with all the money they want and need to carry on

their business?
Mr. RAND. I would not say that the small bank is supplied with

All the money they want; the small bank receives all that they
Should have. Sometimes a banker will think that he should have a
lot more than he is entitled to. I would say that they are supplied
With all the money they need for their legitimate demands to take
Care of their communities.
Mr. BRAND. Are there other banks in these cities where you have

Your smaller banks?
Mr. RAND. Yes, sir.
Mr. BRAND. Were they there when you got possession of your

banks?
Mr. RAND. Yes.
Mr. BRAND. Are all of them there that were there when you

established your group banks in those smaller communities, or have
any of them failed?
Mr. RAND. None has failed, to my knowledge. 
Mr. BRAND. Then, so far as your group banking business is con-

erried, you have not interfered with the other banking institutions
in cities in which they are located?
Mr. RAND. Not in the slightest.
Mr. BRAND. I want to ask you one other question, along the line

that the chairman was questioning you, which is more or less im-
material. As I understand you, the average salary that you pay to
Your tellers is $150 per month in your smaller banks.
Mr. RAND. I may be somewhat guessing on that. I should think

!hat that would be the average salary. In some of our smaller banks,
lh a bank of $1,000,000, where we sometimes have a cashier act as
teller, I would say as a general rule that $150 a month was about the
lowest we paid the teller.
Mr. BRAND. What do you pay your cashier in a $1,000,000 bank?
Mr. RAND. I would say that we pay him between $3,000 and $4,000
Year.

, Mr. BRAND. Do you have a vice president and a president in eachDank
Mr. RAND. Not in a small bank like that. A president and a

Cashier.
Mr. BRAND. What do you pay the president?

, Mr. RAND. Very often the position of president of a small bank
iIs an honorary position, but where he s active, we probably pay him 

i$8,000 or $4,000 a year, maybe $5,000. . Where the president s active,
the cashier would generally not be active.
Mr. BRAND. In the Bank of Snyder, I notice that the resourcesare about $650,000. In a bank like that, do you have a loan corn-

nuttee independent of the board of directors to pass on loans? 
iMr. RAND. That particular bank s practically in a suburb of

bIltralo ; it is to all intents and purposes a suburb of Buffalo; and
that bank is officered by some of our officers of the Marine Trust Co.,
and they have a loan committee that acts for that bank.
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Mr. BRAND. Are you familiar with the merger of the Fourth
National Bank in Atlanta with the Atlanta Lowrey National Bank/
into the First National Bank?
Mr. RAND. NO, Sir.
Mr. BRAND. What suggestion would you make in regard to the

establishment of a bank in a section where the people themselves
are not able to form a bank and where all the banks have failed/
Would you suggest that they go in a branch banking system or a
chain banking system, or a group banking system?
Mr. RAND. Branch banking system.
Mr. BRAND. A branch banking system can be more economically

operated than a group banking system, or chain banking system,
can it?
Mr. RAND. Yes, sir.
Mr. BRAND. Do you recommend branch banking because it is safer,

or cheaper?
Mr. RAND. It is more economical—that is, for the contingencY

that you mentioned.
Mr. BRAND. Take a State like Georgia or South Carolina. Georgia:

at least, is purely an agricultural State. What sort of a banking
system would you suggest for Georgia?
Mr. RAND. I could not offer a suggestion, because I do not know

the conditions.
Mr. BRAND. There is nothing there but farmers growing cotton.
Mr. RAND. I would think at'branch banking system would be the

best; but, as I say, that is only a haphazard answer, not knowing
the conditions there.
Mr. BRAND. Then, if Georgia does not have a branch banking law,

your opinion is that the State legislature ought to provide for it?
Mr. RAND. I could not answer that unless I knew the conditions

better. I think it is unwise to try to answer something where I d°
not know anything about the conditions in Georgia.
Mr. BRAND. Well, the agricultural classes are depending upog

wheat, or corn, or cotton to make a living, and in that State, as we°
as in the South generally and the West, which is preferable, in our
opinion, going into a branch banking system or a group bankU
system or a chain banking system?
Mr. RAND. I would hesitate to answer that, because I do not know

the conditions.
The CHAIRMAN. What is the please of the committee now? t is

12.30.
Mr. WING°. I would like to ask a few questions. I will have t°

leave in a few minutes.
The CHAIRMAN. All right; proceed.
Mr. Wncoo. You stated, in response to a question from Judge

Brand a moment ago, that branch banking is more economical thial
group banking. Did you mean that in connection with the situation
he mentioned down in Georgia, or as a general proposition?
Mr. RAND. I think it is true as a general proposition.
Mr. Wnsmo. Then why do you not engage in branch banking exclu.

sively, instead of group 'banking?
Mr. RAND. I thought I covered that in my original statement; till!!

group banking is more economical than independent banking, unly
banking, but there are so may other conditions that come up in grout'
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banking that are advantageous that, in my opinion, it offsets to some
extent the greater economies that might be effected out of straight
branch banking. In other words, in group banking you retain many
Of the benefits of independent unit banking which. you might not be
able to obtain in straight branch banking. As I said in my statement
Yesterday, I am not prepared to say which system is preferable, but I
think either system is preferable to the independent unit bank.
Mr. WING°. If the law and the restrictions were identical, do you

think then that you would in some instances maintain group banking
and in other instances maintain branch banking?
Mr. RAND. So far as our particular operation is concerned, if I

might hazard a guess, I would say we would probably go to branch
banking.
Mr. Wino°. That is the point I wanted to get at. If we liberalized

the law along the line you and the advocates of branch banking insist
Would be proper, the probabilities are that you would gradually be
transformed into a branch-banking system?
Mr. RAND. Yes, sir.
Mr. Wirroo. Which would you prefer, the trade area or the State

une ?
Mr. RAND. I feel that the trade area would be preferable.

, Mr. Wmno. What reasons now occur to you, as a practical banker,
Wised upon your own observation and experience, that would make
a. trade area preferable to a limitation based solely upon the polical
lines of a State

MI:. RAND. Well, I discussed that at length in my statement, and
I feel I can only speak for our own situation, because I am not
f!uniliar with the other trade areas or trade locations. For our own
131tuation, I would say that New York State and possibly a part of
Pennsylvania and a part of New Jersey, as well as a part of Con-
becticut, following in general the second Federal reserve district,
Which includes those particular States.
Mr. WING°. In other words, you have some natural industrial

centers which are near State lines, .and their trade and business are
llot limited to the political subdivisions of the country, but covers
Other States adjacent to those industrial centers and banking cen-
tors—that is the gist of your thought on that, I presume?
Mr. RAND. Yes.
MT. WINGO. Your corporation, as I understand, is a Delaware

Corporation
Mr. RAND. Yes, sir.
Mr. Wirroo. Where do you hold your stockholders' meetings?
Mr. RAND. Wilmington, Del.
Mr. Wurno. Do you intend to hold your stockholders' meeting

there each February, or are you permitted to hold it in Buffalo, if
You desire to do so?
,Mr. RAND. No; we are not_permitted to hold them in Buffalo.We hold them in Wilmington, Del.
Mr. WING°. I think you would be permitted to hold it elsewhere

i§ut your policy is to hold t at Wilmington and you have been hold!uig it in Wilmington?
Mr. RAND. Yes, sir.
Mr. WING°. All three of your original incorporators are citizens

of Wilmington?
Mr. RAND. Yes.
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Mr. Wpm. Under your charter, your holding corporation is pe.r-
mitted to engage in any business that an individual could engage in,
except a few functions of a banking nature; for illustration,. you
are not permitted to receive deposits; you are not permitted to issue
a circulating medium; and you are not permitted to buy and sell
gold bullion and foreign coins; but is there any other business that
you are barred from under your charter?
Mr. RAND. I do not know.
Mr. WINGO. You can do anything that an individual can do excePt

those things which are specifically enumerated in your charter that
you are barred from doing, can you not?
Mr. RAND. I could not answer that. I am not a lawyer, and

therefore could not answer that. I know that our holding compan7,
the Marine Midland Corporation, is a holding company exclusivelY
engaged in no other business except the holding of bank stocks.
Mr. WiNoo. You mean that in practice you are strictly a holding

company?
Mr. RAND. Yes.
Mr. Wirrao. Is your attorney here?
Mr. RAND. No, sir.
Mr. WINGO. That is my interpretation of your charter, that yoll

can do what any person naturally can do except those things whine
I have enumerated. I am under the impression, as a country lawyer,
that where you enumerate and include certain things in a document
that way, that that excludes the others, and the reverse would be
true, that where you undertake to give a broad authority except as
to certain things, then those few would eliminate from the exceP'
tions all others. But your directors do not have to be stockholders,
do they?
Mr. RAND. I do not know—no.
Mr. Wiwi°. Your directors may alter, amend, add to or repeal

any by-law without the consent, knowledge, or approval of the stock-
holders—is not that true?
Mr. RAND. I could not answer that.
Mr. SEIBERLING. That is true.
Mr. RAND. I believe that is true.
Mr. WINGO. You will find it on page 7 of your printed charter,

in article 4:
To make, alter, amend, change, add to, or repeal the by-laws of this corpora-

tion without any action on the part of the stockholders.
That is under the tenth subdivision, giving the powers of your

board of directors, and under your charter all your powers are
vested in your board of directors, who do not have to be stockholders,
and that board of directors in turn may subdelegate all of their
power to two members.
Do any of your banks act in a fiduciary capacity?
Mr. RAND. Yes, sir.
Mr. Wirroo. Do they loan on the stocks either of the parent cor"

poration or of any of the unit banks in your group?
Mr. RAND. No, sir.
Mr. WINGO. They are permitted to do it, are they not?
Mr. RAND. Our banks are permitted to loan on the stocks of eve"'

other bank in the group, but we do not do it. We do have a fel/

a
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loans, but our policy is not to lend upon our own stock, upon the
stock of the holding company. We do have a few loans that are
gradually being liquidated that hung over from before the time we
formed the Marine Midland Corporation. For instance, we took
into the Marine Midland Corporation the Union Trust Co. of
Rochester, the largest bank in Rochester. Before we took that into
the Marine Midland Corporation there were some few loans on the
Marine Trust Co. and Union Trust, of Rochester stock, and vice
versa. Now, that stock was exchanged for stock in our holding com-
pany, but gradually we are eliminating that, so that eventually we
will not loan upon our own stock.
Mr. WING°. Your policy, then, is to avoid what, of course, is obvi-

ously a dangerous practice, which would permit pyramiding? 
iMr. RAND. Our policy s to treat our holding company as much

like an actual bank as we possibly can, and not loan upon our own
Stock.
The CHAIRMAN. Do you maintain a market for any of your stocks?
Mr. RAND. Do you mean the other stocks of the constituent banks?
The CHAIRMAN. Yes.
Mr. RAND. NO.
The CHAIRMAN. DO you maintain a market on the stock of the

holding company?
Mr. RAND. We have nothing to do. with that. When our company

was formed we had a million shares of our stock that were handled
by four different firms, and whatever marketing was done was main-
tained by them, but we have never tried to manipulate the stock
or put it up.
The CHAIRMAN. Have you any arrangement for the maintenance

of or for making a market for your stock with any of those houses?
Mr. RAND. We have not. The houses themselves are doing it, but

it is independently of us.
The CHAIRMAN. Do you have to sell those stocks?
Mr. RAND. No sir; never.
Mr. Wilcock. AL to those banks that act in a fiduciary capacity, do

they receive on deposit the trust funds of the trust where they are
acting in a fiduciary capacity?
Mr. RAND. Yes.
Mr. Wiivoo. Do they pay the customary interest on that deposit?
Mr. RAND. Yes.
Mr. Wimp. Do they not pay any additional?
Mr .RAND. No, sir.
Mr. WING°. Do you think that is wise?
Mr. RAND. I do not see how we could discriminate and pay trustfunds left on deposit with us more than we pay our regular cus-

tomers. It would open up all kinds of embarrassing problems for usif we did. Our policy is to treat them all alike, however, paying our
trust funds the highest rate of interest we can under the clearing
house arrangements in the cities in which we operate.
Mr. Wiriao. Do you think a bank should be permitted to be exempt

from the ordinary rules governing a trustee where the trustee is an
individual ? Why should a bank be given preference over an indi-
vidual in connection with the income to be derived from the handlingof trust funds?
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Mr. RAND. I can not answer that.
Mr. WINGO. Do you not recognize that that is a sound rule, that

the trustee shall not derive any emoluments or profits from the
handling of trust funds other than the commissions allowed by law?
Mr. RAND. Yes; I agree with that.
Mr. Wncoo. Why should a bank acting in a fiduciary capacity be

permitted to profit from handling the trust estate in addition to the
regular commissions allowed by law?
Mr. RAND. Of course, we keep most of our trust funds invested at

all times; we have very little in the way of trust funds on deposit.
Most of them are invested, and most of the trust fees are fixed by law.
Mr. WING°. But, as to the deposits that are made, you simply treat

them as the other deposits bearing interest I
Mr. RAND. I do not know as I understand exactly what you mean.

We pay our trust funds the same interest that we pay our other
accounts, but we have no bank that I know of that has a uniform
rate for all their accounts. Some are savings, some are thrift, some
are checking accounts, and the rates vary. We aim to pay our trust
funds the largest rate of interest that we consistently can, but we GIo
not favor a trust account over some widow that may have a deposit
with us. In other words, it seems to me that we should have a fair
rate of interest, pay a fair rate of interest to all of our customers,
and, simply because one is a trust account, we should not pay more
on that than we would some individual or some poor person or some
widow or orphan, and that is the way we try to operate.
Mr. WINGO. Where you are dealing with an individual who comes

and voluntarily deposits the funds with you, each one of you, as con-
tracting parties, is capable of protecting the interest of himself; but,
on the other hand, where you are acting as trustee for an estate, you
are dealing with yourself, and is it not the natural tendency, without
any corrupt motive, for anyone who is borrowing money to pay the
lowest rate he can pay on it?
Mr. RAND. I think that is true, but in handling our trust estate we

pay the largest rate of interest we consistently can, and we have
never penalized to the slightest extent because of that contractual
relation.
Mr. Wnwo. But that results in the trust estate sometimes having t°

take a lower return than could be safely procured elsewhere.
Mr. RAND. I do not think so. It does not in our case. We invest

that money possibly down to $100 or $200. We do not let it lie in the
bank at interest.
Mr. WINGO. So your policy is not to take advantage of your power

there and accumulate the trust funds and simply pay a current rate
of interest on the deposits?
Mr. RAND. I think that would be very wrong.
Mr. Wnrao. That would be very reprehensible?
Mr. RAND. That would be wrong. We have never done that.
Mr. WINGO. Your corporation is authorized to do an underwriting

business. Have you ever done any of that?
MT. RAND. No, sir.
Mr. WINGO. Do any of your constituent banks do an underwriting

business?
Mr. RAND. Yes.
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Mr. WING°. Do any of your banks buy securities underwritten by
Your other banks?
Mr. RAND. Yes; our banks do. Where our Marine Trust Co., for

example, has a bond issue, we allow participation in that bond issue
to our group of banks, and that is one of the benefits of group
banking.
Mr. VViNoo. Is there not a possible danger there?
Mr. RAND. There may be a possible danger, but I do not see that

there is any more danger in buying from the bond department where
We underwrite the securities than in buying elsewhere. If they do
not buy from us, they will buy from some other bank, and maybe an
inferior security, or they will buy from some bond salesman or some
bond house, and it might be an inferior security.
The CHAIRMAN. I would like to ask, Mr. Rand, whether you invest

the trust funds of your customers in securities of your own
Organization?
Mr. RAND. No, sir; never have done that.
Mr. WiNoo. Notwithstanding the authority in your charter, you

have never engaged in anything except holding the stocks of your
Unit banks?
Mr. RAND. Yes.
Mr. WINGO. You have not done any mortgage business?
Mr. RAND. No sir.
Mr. WINGO. And your holding corporation has not done any un-

derwriting; your banks do that?
Mr. RAND. That is right.
Mr. WINGO. What size community, as a general proposition, do

You think would be able to maintain a unit bank profitably?
Mr. RAND. I think a town of 10,000 or 15,000 people could main-

tain a unit bank profitably.
Mr. WiNoo. Where there is a unit bank in a town and there is a

tnanufacturer in that small community who needs more credit, as
suggested in paragraph 2 under the heading "Advantages to the de-
Positors " on page 18 of your statement, it is customary now for the
Independent unit bank to arrange for the handling of that larger
credit through one of its correspondents, is it not?
Mr. RAND. Yes

' 
sir; if the correspondent will do it. Very often

the correspondent will not take the excess line of the unit bank.
Mr. WINGO. It would not do it unless it were profitable and sound.
Mr. RAND. Unless it were profitable and sound, and unless they

happened to have the money.
Mr. WiNoo. Would your group take it if it was not profitable

and sound?
Mr. RAND. We would not want our member bank to take the loan

originally unless it were profitable and sound. If our member bank
took the loan, we would assume that it was profitable and sound or
they would not have taken it.
Mr. WING°. You would assume it?
Mr. RAND. We would approve it before it came to us.
Mr. WiNoo. In other words, if a loan would appeal to you as

being safe and sound, why would it not appeal to the correspondent
of the independent unit bank?
Mr. RAND. Their judgment might be different than our own, and

it might appeal to the independent unit bank. I do not know—it
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would have to depend on the individual loan, and you can not
inswer in advance what it would be.
Mr. Wirroo. So the logic of your answer on that point is that the

superior judgment of your group system is the determining factor
as against the unit bank taking care of that excess credit needed
by the manufacturer in a local community?
Mr. RAND. Yes; I would say so.
Mr. Wricoo. Under subdivision 3 of the same chapter, on page 199

you say, "The isolated country bank, while professing to have trust
and investment departments, has been unable to afford epmpetent
officers along such lines." Then you say that through your banking
organization there is available to the public such service through the
part time of men who are experienced in their respective fields. D°
you mean that you send out your different experts to these different
unit banks in these small communities V
Mr. RAND. Yes.
Mr. Wilco°. As a matter of fact, you exercise considerable super-

visory control over the detailed operations of your unit banks, do
you not, in order to guarantee the safety and soundness of them?
Mr. RAND. Well, I think I covered that in my answer to Mr.

McFadden earlier in the hearing. Our examining committee works
with these banks; we get to know how they operate; we get to knoW
whether the loans that they are making are good and sound. We
do not require the individual bank to take up with us a loan before-
hand unless it is an unusually large loan or unless they are in doubt
as to whether they should make the loan.
Mr. Wpm. In other words, it is comparable to this, that in an

ordinary, individual unit bank there are certain types and sizes .of
loans and the operating officer, say the cashier or the active vice
president, or president, whoever is the operating head, makes the
great bulk of the loans without consulting the board of directors
or a loan committee
Mr. RAND. Yes.
Mr. WINGO (continuing)—and it is the unusual loan that the

board of directors or the loan board or committee passes on?
Mr. RAND. Yes, that is correct.
Mr. WINGO. Now, your holding company and its supervisor,'

officers and advisory officers occupy about the same relation to your
banks as the directors in the independent unit bank would occuP9
to the cashier on these current loans?
Mr. RAND. Marine Midland Group (Inc.) does.
Mr. Wricoo. And it is only the unusual loan that the operating

officer would not act upon?
Mr. RAND. Yes.
Mr. Wirroo. In other words, if I walked into a unit bank in one of

your towns, and I was a citizen there, and I asked for an ordinary,
small loan, nothing unusual in size, and I had an established credit
and standing, they would not ask the holding company or its advisory
group or board for approval, but if I asked for an extraordinary loan
or was engaging in some new venture and wanted to establish sour
new manufacturing enterprise and wanted a line of credit, the possi'
bilities are that they would get the benefit of your judgment?
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Mr. RAND. Yes.
Mr. WINoo. Although the local board would ultimately determine

What that would be?
Mr. RAND. Yes.
Mr. WING°. Now, you have examiners that go around, I un-

(lerstand ?
Mr. RAND. Yes.
Mr. WI/coo. And they are in close touch with the credit organiza-

tion of ..your holding company?
Mr. RAND. With the credit organization of Marine Midland

Group (Inc.)
Mr. WING°. And, for practical purposes, those examined are

really traveling credit representatives? They are the agency through
Which your holding company protects your stockholders against im-
Provident loans or improvident management of your units banks?
Mr. RAND. Yes.
Mr. WING°. And that control. in your experience, has been

effective?
Mr. RAND. Yes.
Mr. WiNoo. That is all.
The CHAIRMAN. Before we adjourn, I would like to ask you one or

two questions.
You defined your particular trade area as New York State and a

,certain portion of northern Pennsylvania. Would you acquire any
flanks outside of that areal
Mr. RAND. Our policy at the present time is not to acquire any

banks outside of New York State. We may some time later wish to
Change that, but we are not going outside of New York State at the
Present time.
The CHAIRMAN. There is nothing in your make-up to prevent you

from acquiring a bank in San Francisco if you want to, is there?
Mr. RAND. NO, sir.
The CHAIRMAN. Now, the presentation of Mr. Lord, of Detroit,

the other day embodied a statement as regards their stock holdings.
Por instance, he told us what per cent of his stock was held in Detroit,
What per cent was held in New York, and what per cent was held in
Other parts of the country. Have you your stock ownership classified
80 that you could give us some idea as to where your stockholders are?
Mr. HAND. Yes, sir.
The CHAIRMAN. Would you put that in the record at this point?
Mr. RAND. It is covered in my statement. Our stock is held in 45

different States.
The CHAIRMAN. If that is already in the record, I do not want it

repeated, but if you have it by States, I would like to have it. Have
You separated the amount that is held in New York City?
Mr. RAND. Yes.
The CHAIRMAN. If you would put that in also, we will appreciateit. and, without objection. that will be placed in the record at this

Point.
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(There was no objection, and the statement referred to is repro-

duced below.)

Distribution of Marine Midland Corporation stock on April 10, 1930

State and place
Number
of stock-
holders

New York:
Buffalo 
New York City 
Rochester 
Troy 
Niagara Falls 
Binghamton 
Tonawanda 
North Tonawanda 
Lockport 
Johnson City 
Lackawanna 
Jamestown 
East Aurora 
Cortland 
Albion 
Snyder 

Total Marine Midland cities 
411 other communities 

Total New York State (427)

New York
Alabama 
Arizona 
Arkansas 
California 
Colorado 
Connecticut  40
Delaware  6
District of Columbia  1
Florida  19
Georgia  4

State

_

'Total A
shares A

IS

A
A

IS

26; 660076 2' 8979,,71: n't46141 N
N

1' 555 :1r3012,251::: 46:i5;
967

169

184
194 

23 ,2L 0

372 '
80 , 11,457
57 1 1,535, C
120
83 8, 654
126 8,200 r
47 1, 864

358
116 

,4

13, 776 i 4,698, 
464
is

2,191 287,7

15,967 4, 986, 242

Number
of com-
munities

Number
of stock-
holders

Illinois:
Chicago
Other 

Total

Indiana 
Iowa 
Kentucky, Louisville 
Louisiana, New Orleans 
Maine 

Maryland:
Baltimore
Other 

Total

Massachusetts:
Boston 
Other 

Total

Michigan:
Detroit
Other 

Total

427
2
1
1
22
5

15,967
2
1
1

112
11

200
15
38
36
8

Number
of shares

7
4,986,54

10 V
50

59,161
2,025,
1235'
4, 348
879

10264
18, OS

44,371
10614

54,9_11.°

37,w"
1,2°3
150
154

Ii

56
371
137

57 508

13
19

38

43
60
6
2

136

10

11

88
17

1
164 1,006

165 1,726

1
16

17

NOTE.—There are many communities tributary to Marine Midland cities whose figures
In Marine Midland cities totals.

89°
892

105207

25,19°

9465

35 3,533
31 12 31,

es 15,92.1.

are not InclU
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844
911
067
650
297
785
456
210
315
457
535
653
654
266
564
455
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778

242

CS

$2
34

58
41
06
51
04

04
00

171
114

46

08
08
50
64
117

90
61

83

611
90

63

53
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31
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Distribution of Marine Midland Corporation stock on April 10, 1930--Contd.

State
Number
of com-
munities

Number
of stock-
holders

Number
of shares

Minnesot a 
Mississippi 
Missouri 
Montana 

12
1
2
2

56
3
15
e

3,850
200

2,355
280

Nebraska 4 12 450
New Hampshire 26 92 3,066
_New Jersey 71 499 ' 78,785
North Carolina 7 11 3,888
Now Mexico 4 5 236

Ohio:
Cleveland 1 74 11, 101
Oilier 34 85 11,429

Total 35 159 22,530

Oklahoma 3 4 275
Oregon 2 16 520

Pennsylvania:
Philadelphia 1 230 18,341
Other 111 201 60,632

Total 112 521 78,873

Rhode Island:
Providence 1 140 4,766
Other 16 74 841

Total 17 214 5,607

800th Carolina 3 4 56
South Dakota 
Tennessee Texas 
Rtah ,v,ermont, 

1
4
7
1
23

1
9
19
1

74

5
926

1,445
5

4,579
„,virginia 13 27 3,196

eshington 11 80 3,394
LYest Virginia 4 6 206

iSconsin 10 49 3,379
'V Yond  1 1 10

Total United States (45) 1,226 20,857 5, 509, 356

Pore! gn :
Canada 26 71 13,673
England 2 9 1,090
Hawaii 1 1 100
West Indies 10

Total, foreign 30 82 14,873

Grand total 1,258 20,939 5, 524, 229

The CHAIRMAN. Will it be convenient for you to come back at 2.30?
Mr. RAND. I will if you want me to. I had planned not to, but I

Will if you desire.
The CHAIRMAN. I think there are other members of the committee

that would like to question you. Perhaps we could make it at 2
O'clock, if that would help you any.
Mr. RAND. As I said, I place myself in your hands. I will stay

here as long as you want me to; I will be glad to.
The CHAIRMAN. Then I suggest that we recess until 2.30 o'clock

this afternoon.
(Thereupon, at 12.55 o'clock p. m., a recess was taken until 2.30

O'clock p. m.)
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AFTER RECESS

The hearing was resumed at 2.30 o'clock p. m. at the conclusion of
the recess.

STATEMENT OF GEORGE F. RAND—Resumed

The CHAIRMAN. The committee will come to order.
Mr. SEIBERLING. I should like to ask the witness just a few ques-

tions. By the way, are you going to put the articles of incorporation
and by-laws in the record, Mr. Chairman?
The CHAIRMAN. They were placed in the record yesterday.
Mr. SEIBERLING. I just wondered if you wanted it in; and how

about the exhibits that go with it? He has Schedules Nos. 4 and 5.
The CHAIRMAN. They also have been placed in the record.
Mr. SEIBERLING. Mr. Rand, I notice on page 3 of the articles of

incorporation, paragraph 8, that your corporation has the right t.o
deal in its own shares to the extent, however, that it can not impair
its capital. That is correct, is it?
Mr. RAND. Yes, sir.
Mr. SEIBERLING. In your statement of December 31, 1929, yell

show a surplus of $19,670,000. It would have been possible on tnat
date to have had invested in your holding company stock, holding
company funds of over $19,000,000?
Mr. RAND. The surplus of the 17 banks of the Marine Midland

Corporation as of December 31, 1929, was $19,670,000 not the sur-
plus of the holding company. The holding company as of that
date had cash on hand or in transit of $57,157,689.71. The wall
stock we have purchased of our own is eight or ten thousand shares
for our employees, as employees' stock. I think the amount, as of
January 1, was not over two or three hundred thousand dollars.
Mr. SEIBERLING. That is not the question I asked you. Under

your set-up it would have been possible to have invested over
$19,000,000 in your own stock if you had wanted to?
Mr. RAND. We had the right to do it2 but we did not do it. That

is common to Delaware corporations—investing in their own stock.
Mr. SEIBERLING. You have an executive committee provided for of

five members?
Mr. RAND. Yes, sir.
Mr. SEIBERLING. And, of course, they control the activities of your

company between meetings of the board of directors?
Mr. RAND. Yes.
Mr. SEIBERLING. And you have a provision that a majority shall

control so that, as a matter of fact, it makes it possible for three
men in your organization to control the whole organization be-
tween meetings of the board?
Mr. RAND. It does in theory, but actually the company is simplY

a holding company and does not take any action of any importance
without a full board meeting, although under the by-laws, we have
that power.
Mr. SEIBERLING. Of course, that is your present practice, but you

do not have to continue to run it that way and neither does your
successor?
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Mr. RAND. That is common with banks and with most corporations.
During the absence of the board, the men on the executive commit-tee-_a majority of them—are in control.
, Mr. SEIBERLING. You do not have to make any reports, as a
banking company?
Mr. RAND. We are not a banking company, but a holding company.
Mr. SEIBERLING. In accordance with your charter and by-laws, youare not a banking company?
Mr. RAND. That is correct.

. Mr. SEIBERLING. But, in reality, you are a tremendously big bank-
ing company?
Mr. RAND. No; we do not do any banking.
Mr. SEIBERLING. You run a great many banks.
Mr. RAND. The Marine Midland Corporation of Delaware does

not run any banks. It is simply a holding company to hold bank
stocks.
Mr. SEIBERLING. When you hold stocks, your holding company,

in reality, runs the banks?
Mr. RAND. Not the holding company; no. We have a separate

company, the Midland Group (Inc.) under which the banking busi-
ness of this company operates; that is, we do not do any banking
business or perform any banking function, but the explanation and
all functions I mentioned this morning are handled by a sort of
clearing-house group of the various banks themselves—the presidents
Of these various banks acting as the Marine Midland Group (Inc.).
Mr. SEIBERLING. That is true; but your holding company sits away

li on top and directs all of them, does it not?
Mr. RAND. It does not direct them.
Mr. SEIBERLING. It has a right to direct them, though?

, Mr. RAND. The holding company does not have the right to do
business in New York State and does not do business there.
Mr. SEIBERLING. It owns the capital stock of all the banks?
Mr. RAND. Yes, sir; but it does not actually do any business. It

transacts no business, but simply holds the stock of the banks and
receives the dividends and pays out dividends.
The CHAIRMAN. May I ask a question right there?
Mr. SEIBERLING. Yes.
The CHAIRMAN. It has no other income?
Mr. RAND. Except from the cash which it has on hand—forty or

4fti million dollars.
The CHAIRMAN. Except the income it receives from that?
Mr. RAND. Yes, sir; it has no other income.
Mr. SEIBERLING. Just one more question along that line: Then,

While you own all of these banks—substantially all the capital stock—You have here the sheet showing the proportionate part of the capitalRock you own, showing an average of 93.83 per cent—
Mr. RAND. Yes, sir.
Mr. SEIBERLING. You own 93.83 per cent of all the banks of thegroup and yet you contend you are not in the banking business?
Mr. RAND. We are not in the banking business, as a holding com-

Palay; no.
Mr. SEIBERLING. You make no reports as a holding company to thecitate or to the Federal Government—you are not subject to call for

any reports?
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Mr. RAND. No; but we have voluntarily offered to the banking de-
partment of New York State to permit them to examine our compq_
at any time and recently a bill has been passed in the New Y ars
State Legislature and the House, and I believe signed by the gover-
nor in the last few days, which would put our holding compaq
under the banking department for examination • so from now on I
believe the bank holding companies in New York 

so,
will be sub'

jeet to examination by the New York Banking Department.
Mr. SEIBERLING. You are familiar with living trusts and trusts

under wills, I take it?
Mr. RAND. Yes, sir.
Mr. SEIBERLING. Under this set-up, it will be possible, at future

times-25 or 50 years from now—to have all of the stock of this
holding company deposited in trusts of one kind and another and the
holding company run by men without a dollar's interest in the
company?
Mr. RAND. No, sir.
Mr. SEIBERLING. It would be possible?
Mr. RAND. I do not see how.
Mr. SEIBERLINCI. Under the set-up, it would be perfectly legal?
Mr. RAND. I do not know. I am not a lawyer, and can not

answer that.
Mr. SEIBERLING. You do know that a director does not have to

have any stock?
Mr. RAND. Yes, sir.
Mr. SEIBERLING. And a member of the executive committee doel

not have to have any stock?
Mr. RAND. No, sir. •
Mr. SEIBERLING. If three men on the executive committee earl,

control the company, then it would be possible to have your stoes
trusteed and three men run the holding company without any owner'
ship of stock?
Mr. RAND. In theory it would be possible, but not in practice

to-day. I do not see how much difference it would make under the
requirement that the three men should own 10 shares each—the dif-
ference between owning 30 shares of stock out of 5,500,000 shares
and owning none—the difference is so small that it reduces it almost
to the point of absurdity. As a matter of fact, the directors that
are on the executive committee are very large stockholders—thq
are the largest stockholders in the Marine Midland Corporation. I
suppose, in theory, you could take a bank like the National CitY
Bank and work out the proposition you have submitted, and have
the directors, owning ten shares of stock each out of five or si%
million shares of the National City Bank, control the whole bank.
Mr. SEreERLING. Do you thing it is a good thing to have such a

large company as you have here controlling so many banks and s0
many deposits of the people, and upon whom the people depend Or
their money to do business, controlled by three men who have 0,°
interest in the company an who do not even have to live in 08
State of New York?
Mr. RAND. Three men do not control the company.
Mr. SEIBERLING. I am not asking that. Would you think that

would be a good thing if such a thing should be done?
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e- Mr. RAND. If such a remote contingency arose, I think it would be
a Very bad thing, but it is almost impossible.
Mr. SEIBERLING. As long as you are managing this holding coin-

] Pa/ly, with the views you have expressed here, I have no doubt it
iy ,Would be all right, but looking into the future, do you think that

have 
should be passed permitting such a possible situation as I

1)- nave just described to you?
Mr. RAND. I think the situation is so remote that no legislation of

ts that kind would be needed. The same contingency you mentioned,
You could work up for any large corporation or any great bank. The
,13anie think could be true of the Chase Bank and the National City

re sank or any other great institution.
Lis Mr. SEIBERLING. You do not think a banking institution is corn-
Fie Parable with any large industrial company, do you?
4e Mr. RAND. No; but the same banking institution is comparable, in

some respects, to our holding company, and the same contingency you
Mentioned is perfectly possible in connection with any bank you can
Mention.
Mr. SEIBERLING. I just want to ask a few questions along another

'Me. You had the Lackawanna Steel in Buffalo recently?
ot Mr. RAND. Yes, sir.

„ Mr. SEIBERLING. And that consolidated with the Bethlehem
to oteel Co.?

Mr. RAND. Yes, sir.
, Mr. SEIBERLING. Did you do business with the Lackawanna at that

les gine
Mr. RAND. Yes, sir; and we still do.
Mr. SEIBERLING. Now, the consolidation—I do not want to dig into

an the affairs of that company, but the consolidation of that company
ck With the Bethlehem—what effect did that have on the banking situa-
o' lion in Buffalo, not only as to deposits, but as to the transfer of stock,

trusteeship of bonds, and those things that were necessary in the
tce actual financing of the company?
he Mr. RAND. In that particular company it did not have so large an
if- effect, except a Buffalo man who was president of it is no longer
re3 tresident, and the directors' meetings are no longer held in Buffalo.
)st lilat stock, before the merger with the Bethlehem, if I remember
at correctly, was already listed on the New York Stock Exchange.
el t Mr. SEIBERLINO. You are familiar with the contest going on be-

een Cleveland and New York now in reference to the Youngstown
tY k34....eet & Tube Co.?
ve Mr. RAND. Only from newspaper reports.
0 Mr. SEIBERLING. Do you know that just now, probably for the

'Irst time in this country, as far as I know, a Cleveland house is
a Lliderwriting debentures for an Akron company amounting to $30,-
so 000,000? That is very unusual, is it not?
b3r Mr. RAND. I would not say that it was unusual for a Cleveland or
TiO ‘-'hicago house to underwrite a large bond issue.
he h Mr. SEIBERLING. Is it not desirable that we keep these sections, like

4-Mffalo, Cleveland, and Chicago, in a position so that they can under
-Write securities for companies in their own territory?

iat Mr. RAND. I think that is very desirable.
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Mr. SEIBERLING. Why do you think it is desirable? I just want to
get your reasons for it.
Mr. RAND. Well, I think it is desirable because it diversifies the

large financial transactions and spreads them out over the country
as a whole. It builds up in these large cities like Chicago, Detroit,.
and Buffalo, and Cleveland big houses who can do a big underwriting
business. It retains money and business in those localities that other-
wise might be concentrated in another locality.
Mr. SEIBERLING. Incidentally, it also gives the lawyers of those

centers something to do?
Mr. RAND. Yes, sir.
Mr. SEIBERLING. And insurance agents something to do?
Mr. RAND. Yes, sir.
Mr. SEIBERLING. And the trust departments of banks something

to do in the way of registering bonds and collecting coupons, and
there is not any real reason why New York should do all the business
of that character in the country, is there?
Mr. RAND. No. Generally, when a big issue is handled by a house

in Cleveland, Buffalo or Chicago, or Detroit there are New York
partners taken into the picture.
Mr. SEIBERLING. I think that is all.
The CHAIRMAN. Mr. Busby.
Mr. BUSBY. On page 7 of your statement, headed "The Midland

Group (Inc.)," you say the Marine Midland Corporation is purely a,
holding corporation organized under the laws of Delaware an('
transacting no business in the State of New York?
Mr. RAND. Yes.
Mr. BUSBY. In the same paragraph you state that for the purpose

of affording certain advantages you mention there the Marine Mid'
land Group (Inc.) was organized under the laws of New York as a
management company.
I take it that you refer to the Marine Midland Group (Inc.) as

being a different organization from the Marine Midland Corporation,
the one originally mentioned?
Mr. RAND. Yes; we formed the Marine Midland Group (Inc.);

organized under the laws of the State of New York, which is a srnali
company with a moderate capital, which does these things mentione
in that paragraph.
The CHAIRMAN. Under the corporation laws or under the banking

laws?
Mr. RAND. Under the corporation laws.
Mr. BUSBY. So the Marine Midland Corporation and the Marine

Midland Group (Inc.) are two distinct bodies? 
Yes.

Mr. 
RAND. es.

Mr. BUSBY. One organized under the laws of Delaware and the
other under the laws of New York?
Mr. RAND. Yes. That is clone entirely for matters of taxation.
Mr. BUSBY. Well, what stocks or evidences of ownership in the

Marine Midland Group (Inc.) do you have outstanding? What iS
it, in other words, anyway?
Mr. RAND. The Marine Midland Group (Inc.) is in reality a sort

of clearing-house arrangement or group arrangement of various
banks with a capital, I believe, of $3,000. It is a very nominal caP-
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ital. Each of the presidents of the individual banks is a director in
the Marine Midland Group (Inc.). The expenses of the Marine
Midland Group (Inc.) are nominal. The only expenses they have
are the paying of the examining committee, the paying of the invest-
ment experts that we have, and the handling of whatever group ad-
vertising is being done by the group. In effect, it is like a clearing-
house arrangement of a city, where the banks chip in and pay the
elearing-house examiners and pay for whatever expenses may come up.
Mr. &MERLIN°. Who owns the $3,000 stock?
Mr. RAND. The $3,000 stock is owned by the trust companies that

ean own the stock. In case the member bank can not own the stock:
it is owned by the president of that bank. That amounts to from
$30 to a few hundred dollars in each case.
Mr. BUSBY. What relation does this body have to the other body—

the holding corporation?
Mr. RAND. The holding company is simply a holding company to

reevive dividends and pay out dividends. Some of the directors of
the Marine Midland Group (Inc.)—the key directors—are also
directors in the Midland Corporation, and from time to time the
executives and directors of the Marine Midland Corporation confer
With the directors of the Marine Midland Group (Inc.).
Mr. BUSBY. This organization is the agency that handles the limi-

tless. largely, of the main holding company, is it not?
Mr. RAND. Yes.
Mr. BUSBY. It is merely the contact agent between the holding

Company and the individual banking units in your system?
Mr. RAND. Yes.
Mr. BUSBY. You say you have $57.000,000 cash that belongs to

the holding company?
Mr. RAND. That was at the first of the year—yes.
Mr. BUSBY. How do you keep that cash invested—or is it in-

vested?
Mr. RAND. I explained that this morning. Were you here?
Mr. BUSBY. Yes•

' 
I was here.

Mr. RAND. That is deposited among the various member banks
and other banks.
Mr. Buser. And do those banks pay interest on that?
Mr. RAND. They pay interest upon that deposit. The banks that

that money is deposited in keep that money in Government bonds
or call loans—keep it liquid.
Mr. BUSBY. What do you think of an independent bank making

itoney in a town of six or seven or eight thousand people--an average
city of that size?
Mr. RAND. That is just about the border line in my own feeling.
feel a bank in a city of ten or fifteen thousand population—an inde-

Pendent bank—would have a chance to get along fairly well.
Mr. Busily.. Suppose you have several banks in a town of that

size--say three?
Mr. RAND. That makes it that much more difficult.

, Mr. BUSBY. What about a town of four or five thousand people
'laving its own independent bank?
Mr. RAND. It would have very hard sledding in a town of thattize.
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Mr. Busily.. Does your managing board, representing the holding
company, arrive at policies that should be put into effect by the
banks in your system?

• Mr. RAND. That is largely arrived at by the dicetors of the Marine
Midland Group (Inc.) rather than the directors of the holding
company.
Mr. BUSBY. Is that the institution we were talking about awhile

ago
Mr. RAND. Yes; the management company.
Mr. BUSBY. I believe it was Mr. Lord who, in his statement the

other day, told us about "approved policies" that had been decided
upon by the managers of his holding corporation. So the Marine
Midland Group (Inc.) decides on " policies " for your institutions?
How is the decision passed down to the several banks?
Mr. RAND. For each bank, a member of the group—the president

of the bank is a director in the Marine Midland Group (Inc.).
attends the meetings of the Marine Midland Group (Inc.) ; he en-
ters into the discussions and knows what is going on and when he
goes back to his own bank, the policy decided on he carries back to
his own bank and puts it into effect in his own bank.
Mr. BUSBY. Suppose the directors of his bank do not agree with

him?
Mr. RAND. That has not arisen so far.
Mr. BUSBY. But suppose it does arise?
Mr. RAND. He discusses that with his directors. That has net

arisen so far, however.
Mr. BUSBY. Do you think the time will ever arrive when the se138-

rate banks in your group will refuse to accept these policies de-

cided on by the Marine Midland Group (Inc.) ?
Mr. RAND. We would welcome that. If the directors of our ben1(

in Rochester, for example
' 

which is the largest bank in Rochester,1
big bank, should feel that the Union Trust Co. of Rochester shoula
operate under a different policy than the Marine Midland Grotif
feel they should, we would go down there and have a meeting wit'
those directors and thresh the matter out and discuss it, and if thei
convinced us, we would do what we thought was best; and agsinci
maybe we would convince them. It is all a matter of discussion an,,
conference. The larger banks in our group are well-run and
matters of policy are pretty well defined. They have operated mai:
the same policies as we have, and they are working together in the'
respect. There has been, so far, no conflict in that respect.
Mr. BUSBY. Whom do your examiners represent? Who select°

them, and to whom do they report?
Mr. RAND. The examiners are selected by the directors and officer°

of the Marine Midland Group (Inc.). They report direct to the
officers of the Marine Midland Group (Inc.).
Mr. BUSBY. Is there only one individual from each group that 1(51

a member of the organization that controls the Marine Midi 
Group (Inc.) ?
Mr. RAND. In some banks we have more than one.
Mr. Busny. How many members are in it?
Mr. RAND. About 25. We have about 17 banks. We had -18

banks, but we are merging two. We have 17 banks and the larger

1
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banks have more representatives than the smaller banks. We have
at least one from each bank.
Mr. BUSBY. Does this organization employ economists and statis-

ticians to keep them advised as to the situation of finance through-
out the country, as well as your business?
, Mr. RAND. It does in respect to the purchase of securities in our
bonds and investments. We have experts along that line.
The Marine Trust Co. is a large bank of $300,000,000 resources.

We have our own statistician and economist in the Marine Trust Co.
hat't function has not been taken over by the group, as yet. Later

bp/ undoubtedly it will.
Mr. Busily. Is it your belief or not that the credit of the country

should be in proportion to the needs of commerce and business of
the country?
Mr. RAND. Well, I certainly do.

, Mr. BUSBY. Suppose, through our banking system and method of
handling financing the credit is extended greatly in excess of the
Proper needs of the business of the country: What, in your judg-
Ment, would be the result?
Mr. RAND. That is difficult to say. I think the law of supply and

,demand will operate in banking the same as it does in any other

Mr. Busay. Do you not think the recent collapse of the stock
Market was due largely to the fact that the agencies for creating
securities and bonds and putting them on the market, and especially.
through the individual bond salesmen, who went to the individual
Person and solicited, and sold bonds, created such a great supply of
bonds and stocks throughout the country that credit was extended
far beyond any business needs of the present time, and that that
is what caused the collapse in finances recently?
Mr. RAND. I do not feel qualified to state why the collapse oc-

curred and what caused it. I have heard so many different angles
011 it and so many different agencies blamed for the smash, that I
,think anyone who would try to put his finger on the cause is a very
brave person. I do not feel qualified to express an opinion on that.
Mr. BUSBY. Of course, these investment houses underwriting syn-

dicates are bound to depend on stocks and bonds being handled in
quantity in order to have a big business, are they not—in order to
bake money?
Mr. RAND. That is a little out of my line, and I do not feel quali-

ged to state anything on that.
Mr. BUSBY. You have some of those organizations in your insti-

tution?
• Mr. RAND. We handle bonds and handle the underwriting of
,bbrids, but I have not seen how the underwriting of good, high-grade
bonds, such as we do, has created an oversupply, or has had a con-
tributory cause to the stock-market crash.
Mr. hussy. I will take but two or three minutes more. Suppose,

Its we have witnessed in this city, perfectly desirable buildings con-
structed by reason of the fact that an underwriting syndicate has
tbade it possible to supply the funds with which to place the bonds
,sf that building on the market: The building is not needed, but it
ts a good building. The bonds are sold to the public, and then the
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building is not used. It is a good building, and the public loses
what it has invested in the bonds, by reason of the building being
sold out under a first trust to pay off a part of the first-mortgage
bonds. Could you not see, under circumstances like that, where easY
money, being made available by underwriting syndicates, would be
a detriment to the people and to business?
Mr. RAND. I think you are getting back to the law of supply and

demand again.
Mr. BUSBY. I am not dealing with that now. I am looking at

the situation created by the underwriting syndicates and these
investment companies. I think they have gone far beyond the
requirements according to the law of supply and demand in furnish-
ing credit.
Do you not think that kind of condition would be detrimental t°

the people—business stability?
Mr. RAND. If you had a condition that caused the creation of more

production than you need, that might be detrimental, but I thillir
that might be just one of the many other contributing causes. I a°
not see how you can pin it onto any one agency.
Easy money may be conducive to speculation but it is only one of

the great many other contributory causes, and it is hard to put the°
in their proper relationship. You can read volumes on it and studi
it until you are dizzy, but I can not, in my own mind, pin it down
to any one cause.
The CHAIRMAN. Mr. Rand, I should like to ask two or three

questions before I defer to Mr. Fort, on the organization of your
group.
In the organization of your group, what was the motivating

cause that prompted it? Was it the business in your section, or
particular trade area, that demanded improved service, or was i!
to strengthen the local banking situation, or was it that you an'
your associates saw an opportunity to progress from a banking
standpoint?
Mr. RAND. I think that is the real reason—possibly a combination

of all three. As I said this morning, many of our customers 91
growing larger and becoming stronger and requiring larger lines °!.,
credit and carrying larger balances with us, and many spreading
out through our trade area and we desired to strengthen our position
in our territory. We desire to strengthen the position of a number
of the smaller banks who were having increasingly difficult sledding.
As I said in my statement yesterday morning, several times in the

last year or two, at the request of the State banking department, we
have aided State banks and kept them from failing in two or three
instances.
The CHAIRMAN. If the laws of the State and Nation had permitted

ycai to organize as a branch banking institution, would you ha re
organized as a group, as you have?
Mr. RAND. I think not. I think we probably would have organize,c1

as branches
' 
although I think the group system provides an admiral:Pe

transitional stage.
The CHAIRMAN. In regard to the purchase of these various banke'

do you believe that the price at which the stock was bought by yol
company, represents a fair capitalization of the earning power 0
the units?

to
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Mr. RAND. Yes.
The CHAIRMAN. IS it not true that some of the prices paid have

been such that the returns must, necessarily be low for some period of
fime?
Mr. RAND. That is probably true. Of course, our corporation was

formed in October or September of last year, when all bank stocks
Were selling on a very high basis. We ignored, as far as we possibly
could, the market value of the stocks, and took into consideration
Mainly the earning power and asset value, liquidating value, and the
communities in which they 

were, 
in arriving at the basis on which we

exchanged stock for the various banks.
The CHAIRMAN. In listening to the testimony of others, as well

as yourself, under the group plan, I am impressed with the thought
that where these companies are well managed they are successful
and probably advantageous to the community, as well as to the men
who are running the institution, but in view of the possibilities of
the future and possible changes in management, do you not think
that we, Representatives in Congress here, with legislation in mind,
Should take into consideration the question of maximum and mini-
/num as to the size of these groups and the territory they should
cover; in other words, this particular plan of group or chain bank-
ing—and there is quite a similarity between the two—has had a
variety of experiences in this country. It has been clearly demon-
strated that where it is in strong hands it has succeeded, but in
Weak hands it has usually failed. Do you not think there should
'he some limitations placed in order to protect the public?
, Mr. RAND. I think there should be limitations as to territory. I
do not see how or why you should limit the size of these groups any
More than you limit the size of large banks in New York or Chicago.
I do not see why they should be—
The CHAIRMAN. In other words, you think you have as good a right

in have a big bank in Buffalo as they have to have a big bank in New
ork City?
Mr. RAND. Yes, sir.
The CHAIRMAN. And in serving your particular trade area, if the

business of the trade area requires it, you should have the oppor-
tunity of taking care of the business of that particular territory,
Without regard to the size of your institution?
Mr. RAND. Yes, sir.
The CHAIRMAN. Supposing that branch banking were authorized

tlow, would you probably convert into a branch-banking system or
ec'ntinue under your present form?
Mr. RAND. Of course, that is a difficult question to answer. My

feeling is—and speaking only for myself and not for my board of
directors—I would prefer to see us in a reasonable time convert into
a branch-banking system.
The CHAIRMAN. Now. in regard to your holding companies the

uclawa re corporation, which is the Marine Midland Corporalion,
Which is the holding company of these_stocks of banks in your group,
Who votes that stock at the annual meetings?
Mr. RAND. The stocks of the varrous banks?
The CHAIRMAN. Yes.

_ Mr. RAND. That is voted by the officers of the Marine Midland
lUorporation of Delaware.

1239
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The CHAIRMAN. You designate certain officers?
Mr. RAND. Yes, sir; designated at the board meeting, as to the

voting power of the stock.
Mr. SEIBERLING. Who votes the stocks held in your companies and

trusts, and various corporations, banks, and so forth, held under

wills—who votes that?
Mr. RAND. As a rule, our policy under that is that unless we have

a large block of stock in any individual corporation we do not vote,
them. If we have a couple hundred shares of United States Steel
Corporation stock in one trust, we do not vote that stock unless our
coexecutor desires us to. If we have a very large block of stock i.11
a certain corporation and the management of that corporation is,
good and the company is making progress, our trust departme°,'
brings it before the executive committee of the trust company all!
we vote it in favor of the management. We try to put ourselves lo
the position that the person naming us trustee was himself before
he died.
The CHAIRMAN. What would be your view on the question of

examination of affiliated companies either by the Comptroller of the
Currency of national banks, or the superintendent of State banks
in connection with State banks?
Mr. RAND. I think they should be examined.
The CHAIRMAN. You would be in favor of that?
Mr. RAND. Yes, sir.
The CHAIRMAN. You do not have any examination by the corp2rt

tion department of the State of New York over your New Yoll'
coln_paily, do you?
Mr. RAND. No, sir.
The CHAIRMAN. That is, the group company?
Mr. RAND. Yes, sir.
The CHAIRMAN. Do you have to make any reports to the depart-

ment covering your operations of that group?
Mr. RAND. 1No what department?
The CHAIRMAN. To the corporation department of the State 0

New York.
Mr. RAND. I do not think we do.
The CHAIRMAN. Let me ask you one or two other questions pertain'

ing to the expenses of the Marne Midland Corporation of Delaware;
Is there any expense attached to the operation of that companY"
Mr. RAND. A nominal expense.
The CHAIRMAN. Any salaries of officers?
Mr. RAND. A few salaries of officers.
The CHAIRMAN. How about the Marine Midland Group (Inc.)."

the New York corporation?
Mr. RAND. The 'Marine Midland Group (Inc.) pays only salaries_

to its bank examiners and its bond experts, or where we have it'll:
number of cases, taken a man from the Marine Trust Co. who siaer
part time with the group and part time with the Marine Trust u°',
his salary is prorated.
The CHAIRMAN. How is that money furnished to the group car

pany? •
Mr. RAND. Each bank chips in, and we take our expenses for the

quarter, and each bank contributes in proportion to its deposits.
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The CHAIRMAN. The officers and directors of the Marine Midland
Co. of Delaware and the officers and directors of the Marine Mid-
land Group (Inc.)—their salaries are paid by the banks, are they
not?
Mr. RAND. The directors get no salary. The officers of the Marine

Midland Group (Inc.)—the only salaries they get are those who
are employed f ull time in the examinations and in a supervising
capacity.
Now, there are one or two officers there in the Marine Midland

Group (Inc.) who receive part of their salary from the group and
Part from the bank in which they serve. For instance, we have an
officer who serves as president of the Marine Midland Group (Inc.),
Mr. Becker. He was receiving a moderate salary at the Marine
Trust Co. When he went to the Marine Midland Group his salary
Was adjusted and paid in proportion to the work that he did for
the group and the trust company. So there is no double salary.
There is no double salary and there is no desire on the part of those
forming the group to give large salaries.
The CHAIRMAN. The salaries of the officers of the two holding

eolnpanies that are affiliated—
Mr. RAND. The officers' salaries of the Delaware corporation are

*very nominal.
The CHAIRMAN. And deducted from the dividends they receive?
Mr. RAND. Yes, sir; deducted from the income of the corporation,

dividends and interest.
Mr. FORT. Unfortunately, I missed a great deal of Mr. Rand's

testimony on account of having to attend to other duties. I do not
.pant to duplicate, and hope you will call my attention to the fact
If I should happen to.
We have asked other witnesses, Mr. Rand, who have been here

.representing other groups, whether they believed that there were any
legal regulations of group banking that we should adopt if we are
to recognize it legally at all. What is your view on that?
Mr. RAND. I think that probably the territory should be defined.

It is hard to give an off-hand opinion on that. I had not thought
of it--
Mr. FORT. When you say the territory should be defined, you mean

branch 
to the suggestion of the comptroller, for instance, as to

°ranch bankin..g, through trade areas?
Mr. RAND. es, sir.
Mr. Fowl% Some such basis of definition?
Mr. RAND. Yes, sir.
Mr. FORT. You men who have been running the companies are so

bluch better posted than we are as to the hazards there may be in bad
1,1,1anagement through your personal observation of it, we have asked
'Ile other gentlemen if they would not tender a memorandum of
their views as to what, if any, form of regulation it may be wise for
Congress to consider, applicable to group, chain, and branch banking.
Mr. RAND. I shall be glad to do that.
Mr. FORT. For advisory use.
Mr. RAND. I shall be glad to do that.

. Mr. FORT. In your handling, Mr. Rand, if your fiduciary business,
that so handled that the trust companies which act as trustees, or
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banks having trust departments, earn directly or indirectly any profit
whatever other than the statutory commissions?
Mr. RAND. None whatever.
Mr. FORT. Do they buy secruities from the security affiliates of the

bank?
Mr. RAND. No, sir.
Mr. FORT. They always buy outside?
Mr. RAND. Yes, sir.
Mr. FORT. And bank outside?
Mr. RAND. No, sir. We discussed that this morning at some length.
Mr. FORT. Then I will not go into that any further.
Mr. RAND. We keep very little on deposit of our trust funds. Meat

of it is immediately invested.
Mr. FORT. Have you expressed your views on branch banking as a

policy?
Mr. RAND. Yes; I expressed them at length in my original state-

ment.
Mr. FORT. I saw that. Have you gone into the question as to

whether branch banking should be permitted—that is, the establish-
ment of branches should be permitted—in competition with existing
unit banks?
Mr. RAND. We have not discussed that.
Mr. FORT. What would your view on that be? Let us take one of

the small towns that Mr. Busby spoke about: If there is a unit bank
in a town of five or six thousand, should the Marine Trust or anY
large institution, in a neighboring town, be allowed to go into that
town with a branch?
Mr. RAND. I should say no. I think the way to handle that would

be the way the national banking department and State banking de'
partment handle it now. If we had national branch banking and the
Marine Trust wanted to start a branch in a certain town, whether
they should be allowed to start the branch should be in the discretion
of the banking department, who would investigate the banking con-
ditions there and see whether the town would be better served by a
branch bank, and it should not be permitted if there is proper
service there.
Mr. FORT. That is difficult to do as long as you have a dual systea

naturally.
Mr. RAND. If you have State and national banks?
Mr. FORT. YeS. I speak as one coming from New Jersey. We had

a situation there three or four years ago where it seemed almost for,
a time that there was competition between the State department ana
the national department to see who would authorize the most banks,:
Mr. RAND. I have understood that the State banking departmenb

of New York State and the national department were cooperating,
pretty well on matters of that kind.
Mr. FORT. That always depends upon the personality at the head

of the departments?
Mr. RAND. Yes, sir.
Mr. FORT. We had a situation where that did not work out so well/

and we had to get rid of our commissioner. Consequently, as iong
as that dual control in that matter does not have access to a court et
appeals, you are faced with that bad situation?
Mr. RAND. Yes, sir.
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Mr. FORT. That leads to another question. Do you see any real
excuse in America for a dual code of banking; that is having both
national and State codes working side by side, or would we be better
off with a single code?
Mr. RAND. Well, that is a large understaking to answer.
Mr. FORT. I notice that the bulk of your banks are State char-

tered?
Mr. RAND. Yes, sir.
Mr. FORT. All but two.
Mr. RAND. We have two or three national banks.
Mr. FORT. Is that the result of preference in setting up the organ-

izations or does it happen that the banks you wanted were so incor-
porated in the first place?a Mr. RAND. There is no intention to discriminate against national
banks: it is simply a condition that exists in New York State to-day.
We have not changed any banks from State to National or from
National to State.A Mr. Fort. Is that because you are indifferent in your choke be-t tween the two sets of laws or because you did not want to disturb
the status quo?
Mr. RAND. I feel I personally would prefer to operate, at the

Present time, under a State charter, but not to the extent, if we had
ft good national bank or had a number of them, we would have them
Change over to State institutions. We would prefer to keep themT as national banks.it
Mr. FORT. That interests us here because we are considering, as a

.d Part of all this, some reference to the weakness or point of strength
of the national code in distinction to the State codes.
You say you think YOU would prefer the New York State code.

What are the reasons or that?
Mr. RAND. In the first place. we can be a trust company, which we

ean not be under the national code. We can be a national bank1- with trust powers, but as a trust company under the State law, we
have broader power in mortgage loans, etc. Our preference is not3r strong_
Mr. FORT. Is it in any way influenced by the fact that State insti-ll, tutions—trust companies—can buy and sell stocks which the national

banks can not do?
Mr. RAND. Not to any extent.
Mr. FORT. Do you think that is a wise power for a bank to haves/

id Mr. RAND. I do not think a bank should deal in stocks.
Mr. FoRT. Either for itself, for its own account, or as an under-e• 

writer?
Mr. RAND. I do not say as to underwriting.
Mr. FoRT. It may be for itself, for its own account?
Mr. RAND. Our trust companies have never underwritten stock.

Peeasionally we offer a high-grade preferred stock, but I do not know,In the last three or four years, when we have offered stock.
Mr. FORT. Do you have a securities affiliate?
Mr. RAND. No. I explained that this morning at length.int* Mr. FORT. Have you been asked about the question of segregation

of savings deposits
Mr. RAND. No.
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Mr. FORT. We have been trying to find out the views of bankers
on whether or not savings deposits ought not to be segregated as
to investment and made preferred creditors of a bank as against
commercial deposits. What is your view on that?
Mr. RAND. I think it would be unwise.
Mr. FORT. Some States have gone so far as to forbid joint opera-

tion even in the same building. You see no reason for elevating the
savings deposits accounts to a higher level of security than the
ordinary account?
MT. RAND. No.
Mr. FORT. In your institution, do you permit your subsidiary banks

to make collateral loans on the stocks of the Marine Midland Cor-
poration itself?
Mr. RAND. I discussed that this morning. Our policy is not to

make loans on our own stocks. As I said this morning, when yid
formed our group last October, the Marine Trust Co. was loaning
perhaps on the Union Trust Co. of Rochester stock and vice versa.
We are working that out and taking on no new loans.
Mr. FORT. It would be, perhaps, a wise regulation, if we regulate

this matter at all, to prohibit such loans except after a reasonable
period of time after the organization of the group?
Mr. RAND. I should be in favor of that.
Mr. FORT. In our banking laws now, we limit the amount that can

be loaned to an individual borrower to a certain percentage of the
bank's surplus and resources. Modern loaning having become se
much a matter on collateral rather than on names, have you ever
considered the question as to whether a similar limitation on per'
centage of loans on any one single collateral might or might not be
desirable
Mr. RAND. That is a question I would have to think about a little.

I am inclined to say that I think it would be desirable but, on the
other hand, it depends on the security. For instance, if a banker
were limited to an amount of United States Steel common or For
ferred stock it could take, it might work a hardship, whereas lt
might take a great deal of that stock profitably rather than take a
lot of little dabs of second-rate companies. It is rather a difficult
matter to legislate on. Some regulation might be worked out that
might be beneficial.
Mr. FORT. It has always seemed to me, as a banker, and looking

into this question, that many of our most serious troubles in these
banks has come from loans on frozen securities. I think every ban.k
has had its troubles with that and possibly some regulation of lt
might be in the general public interest and in the interest of the
banks themselves in the long run.
Mr. RAND. It would have to be worked out carefully because, as I

say, some banks could take a great deal of a great big nationally
known company that enjoys a good market, and a regulation of that
kind might hurt a bank that way. I think some regulation along that
line, taking that into consideration, might be advisable.
Mr. Forr. The factor of ready marketability might enter?
Mr. RAND. Yes, sir.
Mr. FORT. I guess you have heard, as we have, that the only pla.es

to buy control of a company is to go to one or two banks and get it,
and they would be glad to let you have it.

1
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Did you discuss this morning the question of how you set up your
directorates in your local banks?
Mr. RAND. Yes.
Mr. FORT. You keep them local?
Mr. RAND. Yes.
Mr. FORT. The stock which they hold to qualify them is your

stock?
Mr. RAND. No, sir; it is theirs.
Mr. FORT. For the time being?
Mr. RAND. In some cases it is owned outright by the individuals,

and, in a few other cases, we have an agreement to repurchase the
stock from them.
Mr. FORT. An enforceable agreement at your option?
Mr. RAND. Yes, sir; only a few cases.
Mr. FORT. So, you could disqualify a director overnight, by making

him give up his stock?
Mr. RAND. I think that that is not our case; that we have an option

to buy the stock of the director upon his death. We agree to buy it
from his estate, but he can own it until his death.
Mr. FORT. I would like to see a copy of the agreement, because

that is a very interesting situation.
Mr. RAND. We have no arrangement whereby we can disqualify a

director overnight.
Mr. FORT. Have you any arrangement in a bank where there is

any substantial minority interest for representation of that minority
interest?
Mr. RAND. In all our banks we own at least 93 per cent of the

stock and there is practically no minority interest.
Mr. FORT. I thought you showed in one of these documents 12 per

cent outstanding in the Fidelity Tra,st Co.?
Mr. RAND. That was in the process of taking over. Now I believe

we have 96 per cent in that institution.
Mr. FORT. Well, on the general principle of group banking or

some group institution having in some cases only control or some-
thing over control, would you feel it was desirable or undesirable for
us to consider the idea of providing for minority representation?
Mr. RAND. I should think the group bank itself would want the

minority interest on the board.
Mr. FORT. That would depend upon the sincerity of the group

management to some extent and its purposes.
Mr. RAND. I should think that might be incorporated in the regu-

lations.
Mr. FORT. What is your arrangement as to your security affiliates,

such as you have in your institution—you lock the stock of the se-
curity affiliates so it can only be sold as part of the stock of the bank
itself?
Mr. RAND. Both of our security affiliates were not of our own

forming. They had been formed when we took over the bank, andwe have arrived at no policy as to them.
Mr. FORT. Have you given any thought as to the wisdom, from

the general banking angle, of permitting the tying up a non-
banking stock as a unit with a bank stock and marketed the same
way?
Mr. RAND. I do not believe I understand that.

AIL 
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Mr. FORT. Is it not possible that, through bad fortune or specu-
lative efforts, or something else, of a security affiliate, when the stock et
is tied in with it, as a market factor, that a great lack of confidence
in the bank itself might come from a collapse of the stock value?
Mr. RAND. That might be possible.
Mr. FORT. And is it not putting an entirely fictitious view in the

public mind of the value of bank stocks, as bank stocks, to include
the market price of the stock of the corporate affiliate, as some are/
Mr. RAND. I could not answer that question. We are making a

study of that now. Some of these securities companies are able and
well run, and their business fits in admirably with the banking
business.
Mr. FORT. That is the next question I wanted to ask. Just what i

advantage do you think it is to a bank to have its own securities a
affiliate? I
Mr. RAND. It is a tremendous advantage in that it is a valuable 1

by-product of the bank's own business. What we are up against, n
not having a securities company of our own, is that some affiliated t1
security company of a New York bank or a Chicago bank or some sj
other bank, will go to one of our customers and underwrite a bond It
issue for him, and the first thing we know that customer will be N%

going to that other bank. Furthermore, the bank, by its close con- a
tact with the customs and through accounts, is very often in a posi- a
tion to guide its capital requirements and developments better than 1
some outside agency that comes in. a
Of course that opens up a field for a great deal of discussion and tl

a great deal of study and thought. I
Mr. FORT. That is all on the theory that investment and coal- Ni

mercial banking are now so close that it is difficult to find the line of

•demarcation. 1
Mr. RAND. That is true; there is a great deal in common. 1 1)
Mr. FORT. But if no bank had security affiliates, the first hazard

you spoke of, namely, losing your accounts to the bank whose security t1
affiliate would be financing, would not obtain? 1
Mr. RAND. Of course what might happen there—I am speaking

offhand—and as I said I have not given the possibility very moon
thought, and it requires a great deal of thought; if a bank did not ;
have a security affiliate, some officers or directors of a bank might a
organize one on the side and they might reap a very large profit out o
of operating a security company and the profits of that companY t;
would go to the individuals instead of to the banking institution b
where it rightfully belongs. As I say, that is a subject for profound .v
study and it is a big subject.
Mr. FORT. I have operated one myself and I know something

about it, but not for a bank. i I
You see no hazard in the affiliation between an investment house 11

and a bank of possibly getting your bank loaded with some frozen h
things? 1
Mr. RAND. There again you get back to the management of the , t

bank and the investment company. There is that possibility, but you ,
can get loaded and frozen with other things than that. (
Mr. FORT. You think there is no greater tendency to get loaded h

when they own the affiliate itself through circumstances arising from

4
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bad management than there is getting loaded at the hands of other
Customers?
Mr. RAND. I do not think so—perhaps not as much.
Mr. FORT. I think that is all.
The CHAIRMAN. I should like to ask you if you see any danger in

this quite recent development of mixing commercial and investment
funds
Mr. RAND. I do not see any; no.
The CHAIRMAN. Of course, in England they keep the two quite

Separate.
Mr. RAND. Separate the savings deposits from the--

. The CHAIRMAN. No; I did not mean that. For instance, you have
in banks short-time money and long-time money. You have cash
and you have credit. Short-time funds are mixed in with long-time
investments, and long-time investments are mixed in with short-time
flings. The thing is becoming quite mixed; in other words, we are
mixing our commercial and our investment banking to an extent
that it makes available, when not controlled, funds, for instance, for
Speculative purposes, like last fall or the past two years, in specu-
lating operations. There were all the funds .available that anyone
would want to play the market with by the mingling of those funds
and making them available for any particular movement and without
any segregation of the short-time funds and the long-time funds. 
For instance, savings are long-time funds and invested in securities,
and the short-time funds are supposed to be liquid. Do you think
there is any danger in that, or do you think it is a proper and ethical
banking movement, or do you think we should stop, look, and listen
When we mix commercial funds with long-time investments?
Mr. RAND. I do not see how you can very well differentiate those

funds. I do not see any real danger: I think the way the various
banking institutions came through this crash was really remarkable.
I am afraid that any radical change in handling or segregating

those funds might be more dangerous than the evil you are attempt-
ing to cure.
The CHAIRMAN. Let me ask you this,. quite aside from that ques-

tion: The movement toward consolidations in groups and branches
is pretty active just now. Returning to the question of Mr. Fort—
and the suggestion, I think, was brought about by the testimony of
other witnesses—to the question of regulation of these movements,
is it your practice, when you take over a bank, to consult with the
banking superintendent or the Comptroller of the Currency, or do
you acquire the institution without taking it up first with the bank-
ing superintendent or the comptroller?
. Mr. RAND. As a rule, we have conferred with the banking super-
intendent or the Comptroller of the Currency. We have conferred
more with the superintendent of banks, because most of the banks
have been State banks, and we have been in a little closer contact
With the State banking department than with the Comptroller of
the Currency, and in a nmnber. of cases, where we thought there was
any question that might arise in the mind of the Comptroller of the
Currency or in the mind of the State superintendent of banks, we
have conferred with them.
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The CHAIRMAN. Under the present movements is it possible for a
weak group or mercenary group to take over control of many banks
without consulting the Comptroller of the Currency or the banking
superintendent?
Mr. RAND. It is possible.
The CHAIRMAN. It seems to me there should be some check on that

temporarily while this movement is running so rapidly. For instance,
I was furnished with information the other day that indicated to me
a group which apparently did not have sufficient financial backing
was considering taking over some 200 banks in one of the States of
the Union, and they could proceed to do that without consulting the
banking superintendent or the comptroller. So while that move-
ment is as active as it is now, it seems to me some temporary check
should be placed on it either through the State banking department
or through the comptroller's officer. What would you think of a
regulation like that, before these groups can extend, that they must
get permission of the Comptroller of the Currency or of the State
superintendent of banks?
Mr. RAND. I think these groups should be under the jurisdiction

of the State superintendent or the Comptroller of the Currency, or
both; and that, in taking over 

banks, 
that should be one of the func-

tions of the comptroller or the State banking department to pass
upon the stability and strength of the various holding companies.
That would overcome the objection you mentioned.
The CHAIRMAN. We could probably reach most of those by pro-

viding a regulation in the national law in regard to membership in
the Federal reserve system to prohibit membership if their business
was not conducted in that manner by first getting the consent of the
Comptroller of the Currency or the banking superintendent.
Mr. RAND. I think the Controller of the Currency or 'the superin-

tendent of banks, or both, should have the power to prevent a hold-
ing company that had not passed their requirements or is not the
type of holding company that they feel a bank should be owned
by—I think they should have the power of preventing that holding
company from taking over the bank.
The CHAIRMAN. Mr. Dunbar.
Mr. DUNBAR. In your testimony, Mr. Rand, you stated that one

of the means of economic reforms and activities in the substation
banks you acquired, was to cause them to have less actual cash in
their safe, and you instructed them to deposit some of that money
in the Federal reserve bank.
Now, the Federal reserve bank pays no interest. Did you mean

to make that statement?
Mr. RAND. Yes; our banks have to carry a certain amount en

deposit with the Federal reserve banks anyway. We have certain,
requirements as to the money we have to carry wit hthe Federal
reserve banks. If we take money out of the tellers' windows and
from out of our own vault and put it there, that releases other
money which we will have to invest in Government bonds or t°
put in other banks where we do get interest on it.
Mr. DUNBAR. Is your Marine Midland Corporation a member of

the Federal reserve system?
Mr. RAND. No sir; it could not be.
Mr. DUNBAR. How many of the substation banks are members ef

the Federal reserve system?
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Mr. RAND. Ten of our banks are members of the Federal reserve
System. The other eight are not, but those eight, for the most part,
are very small banks.
Mr. DUNBAR. Would your corporation be permitted to be a mem-

ber of the Federal reserve system?
Mr. RAND. NO.
Mr. DUNBAR. No bank holding company would be permitted to be
member of the Federal reserve system?
Mr. RAND. Not under the present law.
Mr. DUNBAR. Now, you stated that you deposited this money in

the Federal reserve bank and it would release credit to you that
Would enable you to make money.
Mr. RAND. 'Yes, sir.
Mr. DUNBAR. In the Federal reserve bank you are required to carry

a certain amount on deposit for reserves, and you get no interest for
that?
Mr. RAND. Yes sir.
Mr. DUNBAR. Have these banks that you advised to deposit their

surplus money in the Federal reserve bank been depositing their
Money there?
Mr. RAND. Yes, sir; they have been.
Mr. DUNBAR. Then, why deposit any more there when you get no

interest on it, but could get interest on it by depositing it in other
banks?
Mr. RAND. In other words, this is what we were doing: We were

taking money that they were holding in the bank in the tellers' win-
dows and in the vault, and on which we were drawing no interest,
and we deposited that money in the Federal reserve bank, and that
released money that was in the Federal reserve bank so that we
could use that in buying Government bonds or in placing it in banks
Where we did get interest:
Mr. DuNsAa. But why not use the money that you saved from the

tellers' windows and held in your vault for that purpose, instead of
swapping the money?
Mr. RAND. We took the money that we were getting no return on,,

and placed it where we got return; in other words we could have
taken the money we had in the tellers' windows and put it in other
banks and gotten a return on it.
Mr. DUNBAR. But you get no return on any money in the Federal

reserve bank over and above your lawful reserve that you are
required to keep there?
Mr. RAND. NO, Sir.
Mr. DUNBAR. I wish you would explain how it was possible to get

Money from money you put into the Federal reserve bank.
Mr. RAND. We took money that was idle and put it in other banks.

We had money in the Federal reserve banks, and we replaced that
money by money that we saved by the methods I mentioned.
Mr. DUNBAR. You put the money in the Federal reserve and you

released the money in the Federal reserve bank to other banks?
Mr. RAND. Yes, sir.
Mr. DUNBAR. I thought you loaned more money and took the

Paper and rediscounted it and continued to pyramid it?
Mr. RAND. No, sir.

100136-30—vot 2, rr 9-16
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Mr. DUNBAR. The same effect could be effected by depositina the
money directly into other banks instead of putting it into the t'Fed-
eral reserve bank?
Mr. RAND. Yes, sir.
Mr. DUNBAR. Now, Mrs. Pratt this morning, brought out the

point in reference to your establishing a bank in the city of New
York so that you there might take care of your customers who
would naturally leave you and go to other banks there and she said
the thought was new to her and possibly the trust companies would,
fall into that habit and the chairman said perhaps they would, and
I think Mr. Wine said after they got there they would be swallowed
up by the banks in the city of New York. Is not that a possibility/

• Mr. RAND. That is a possibility, but—
Mr. DUNBAR. In other words, are we not going right toward

centralization and everything of that sort
Mr. RAND. No; sir; I think it is going the other way.
Mr. DUNBAR. 'You think the business is decentralizing?
Mr. RAND. No, I think our plan of banking decentralizes banking

control away from, for instance, one center. I think it means
stronger banks in the Northwest and stronger banks in Detroit and
stronger banks in Buffalo and decentralizes the banking business.
Mr. DUNBAR. Then, by buying this bank in New York City who

made your bank in Buffalo stronger?
Mr. RAND. Yes, sir.
Mr. DUNBAR. Has this bank in New York more capitalization than

your bank in Buffalo?
Mr. RAND. No.
Mr. DUNBAR. The resources of your bank in Buffalo are available

for this bank in New York?
Mr. RAND. No, sir.
Mr. DUNBAR. If your customers were transferred to a bank in

New York City not as strong as your bank in Buffalo, I should think
there would be a little hesitancy—I should think they would go t°
the stronger bank.
Mr. RAND. I thought I covered that this morning.
Mr. DUNBAR. Perhaps you did, and I will look it over.
Now, this morning., you said you sold securities in self defense/

and Mr. Luce thought it was not wise to do so. These securities
which you sold in self defense—what do you mean by that? Does
that mean people you are doing business with issue bonds, and yon
buy them and sell them?
Mr. RAND. Our Marine Trust Co. has 150,000 customers. TheY

are coming to their banker and asking him for information about
securities. They are coming to us and asking us to find or secure
certain securities for them, so our bond department in our Marine
Trust Co. is selling securities to our own customers, the same a°
other banks throughout the territory are doing.
Mr. DUNBAR. You do that as much as an accommodation to youf

customer as yourself, because they expect you to do that for them
MT. RAND. Yes sir ,
Mr. DUNBAR. Do you encourage your substation banks to become

members of the Federal reserve system?
Mr. RAND. We have not changed the banks that have gone intot

our group. If they are members of the Federal reserve. we wan
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them to remain members of the Federal reserve. So far, we have
not adopted a policy. I should say, however, our policy is to have
our large banks, particularly, members of the Federal reserve system.
Mr. DUNBAR. Why should not the smaller banks be members?
Mr. RAND. Well, we allow our banking boards a very large degree

of local autonomy and where the board of directors of the local
bank wish to become a member of the Federal reserve system, we
encourage it and sometimes they have not wished to become a mem-
ber of the Federal reserve system and we have not interfered with
the local autonomy that they cherish.
Mr. DUNBAR. You are a believer in the Federal reserve system?
Mr. RAND. By all means. I am a director in the Buffalo branch

of the Federal reserve.
Mr. DUNBAR. To what extent will these holding companies inter-

fere with the Federal reserve banks?
Mr. RAND. I do not think they will interfere.
Mr. DUNBAR. You believe the holding company will encourage

rnost of the substation banks to be members?
Mr. RAND. Ye,s, sir.
Mr. DUNBAR. All of your national banks are members of the

Federal reserve system, of course?
Mr. RAND. Yes, sir.
Mr. DUNBAR. You have to deal, in doing business with your in-

dustrial companies, you have to deal in a great many of their bonds
and stocks, do you not?
Mr. RAND. Not in stocks. We occasionally buy some of their

bonds.
Mr. DUNBAR. Now, to what extent do you think that our industrial

System is being encouraged to promote their business beyond re-
quirements, by reason of the easy credit which exists throughout
our country most of the time?
In my district I have seen more failures of industrial plants due

to the fact that when they get on easy street and make $100,000 they
Want to make $500,000; and they begin to expand and their credit
Was good, and before they knew of it they gotin deep water. Would
you call that a fault of the banking system out there as much as any-
thing else?
Mr. RAND. I have not had experience out in your territory, so I

really can not answer that.
Mr. DUNBAR. You watch all the people you lend money to very

carefully, of course?
Mr. RAND. Yes.
Mr. DUNBAR. That is one of the advantages you claim for group

banking?
Mr. RAND. Yes sir.
Mr. DUNBAR. IS there any legislation, in your opinion, going to

solve this problem? I have been coming here every day and the
longer I come the more confused I get. Could we have any national
legislation that would affect group banking all over the United
States to apply to it?
Mr. RAND. Yes; if Congress would put it into effect, it would.

, Mr. DUNBAR. If Congress put it into effect, the States could pass
laws in respect to group banks. and they might antagonize, might
they not?
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Mr. RAND. I really could not answer that question.
Mr. DUNBAR. We have our State banks, which are antagonizing

our national banks, and it seems to me we would have different laws
in different States respecting group banking that would not be in
harmony with the national act. For instance, take the matter of tax-
ation: In your State of New York you only pay one-tenth the tax
on your capital we have to pay out in Indiana. It is just a matter of
State law. The laws of the State of New York are especially appli;
cable to all bank stocks and all capital. Out in Indiana the bana
stock is assessed as capital, surplus, and undivided profits, and then
pays tax at 4 per cent.
The States are not in harmony in their dealing with banking insti-

tutions and the States could enact laws which are not in harmonY
with our Federal law so long as they remain within the State.
You believe, even under this situation that will exist, that the Fed-

eral Government could enact a holding company group bank law
that would be made effective throughout the country? •
Mr. RAND. As far as it applied to Federal reserve banks or national

banks. I could not answer your question fully because it is a legal
question, and I am not a lawyer.
Mr. DUNBAR. I infer from your testimony that you are broad-

minded and you believe branch banking has a place just as well as
group bankin0
MT. RAND. es.
Mr. DUNBAR. You spoke about group banking should be established

in cities above 10,000, because you said unit banks could flourish in
towns between 10,000 and 15,000—could prosper?
Mr. RAND. Well, I said in answer to the question as to how large

a city should be to start an independent bank, the city should be
approximately 10,000 or above. I think that is correct.
Mr. DUNBAR. Now, it would be your opinion, if we had a Federal

group law—and for that matter we could have a State law on the
subject—in all probability the unit banking system will disappear?
Mr. RAND. No, sir; I do not think so. I think we will alwaYa

have unit banking.
Mr. STRONG. I wanted to ask you a few questions about the organi"

zation of your holding company. As I understand, the first authori-
zation was for $10,000,000 capital.
Mr. RAND. Ten million shares authorized.
Mr. &norm. At a value of $10 par?
Mr. RAND. $10 par.
Mr. STRONG. And that stock was used in exchange for stock of the

group banks?
Mr. RAND. Only a part of it. If you read the original statement,

it gives the whole history of that.
Mr. STRONG. I wanted to ask some questions and wanted to lay the

foundation.
Mr. RAND. About 3,800,000 shares were issued in exchange for the

stock of various banks.
Mr. STRONG. How many banks were in the group when it was firot

formed?
Mr. RAND. When it was first formed there were 16 banks.
Mr. STRONG. Was that the start of your group?
Mr. RAND. Yes, sir.
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Mr. STRONG. Now, what arrangements are made as to the exchange
of the stock of the banks for the holding company stock?
Mr. RAND. I explained that while you were out. We worked out

a plan with all the various banks, taking into consideration their
earnings, asset value, liquidating value, and the market value of
the stock at the time, and the prospects of the bank and the locality
in which it was located.
Mr. STRONG. When you take in new banks, what procedure do you

go through?
Mr. RAND. The same.
Mr. STRONG. What I am asking is whether the banks that first

created the holding company did not have the advantage of making
their own deals as to the proportionate amount of holding company
stock they should have for the stock of their exchanging bank, and
When the other banks come in, you do not scrutinize them very
carefully, and perhaps make a less generous proposition with them.
Mr. RAND. We carefully refrained from that. We were afraid

We would be open to that criticism, and besides it would not be fair
and it is not fair.
We go through exactly the same procedure when we take over a

bank as we did when we formed the group.
Mr. STRONG. Is the amount of stock larger in amount—than the

combined amount you hold in the banks?
Mr. RAND. It is, in number of shares, but the stock we exchange

for the stock of the bank coming in is probably about equal in value
for the bank stock that we are receiving.
Mr. STRONG. Of course, the bank stock you are putting out at first

has really no value until you get control of the banks for which the
stock is issued; it is only paper. You issue that for the stock of
the bank?
Mr. RAND. Yes. No stock has been issued except for cash or bank

stock.
Mr. STRONG. Do you issue a proportionately larger amount of the

Stock of the holding company than the stock of the bank you take in?
Mr. RAND. No; for instance we have outstanding at the present

time approximately $55,000,000—five and one-half million shares at
$10 par. The combined capital of these various banks is $28,025,000.
Their surplus and undivided profits are over $40,000,000. The com-
bined capital surplus and undivided profits of the banks is $70,-
159,000.
Mr. STRONG. Capital and surplus
Mr. RAND. Yes, sir. The issue in exchange was five and one-half

Million shares, approximately, of new stock, of $10 par, or
$50,000,000.
Mr. STRONG. What is the stock of the holding company worth?
Mr. RAND. It is selling for approximately $4ea share.
Mr. STRONG. That is four and one-half times the original value

fif the stock?
Mr. RAND. Yes.
Mr. STRONG. There are considerable paper profits in that?
Mr. RAND. When we took over the various banks, their own stock

Was selling from three to eight times their book value. When we
took over the Marine Trust Co., the stock was selling for $1,200 a
share, and had a book value of about $150 a share.
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My position on the market value of the stocks of these banks has
been that I am not interested in the market values. The market
values are created by conditions over which we have no control.
Mr. STRONG. You have control over the profits; if you make a

good profit you increase the value of the stock.
Mr. RAND. By increasing the earning power of these various

banks, and that is all we have been interested in doing.
Mr. STRONG. You have been organized about four or five months?
Mr. RAND. We organized September, 1929.
Mr. STRONG. Have you paid any dividends yet?
Mr. RAND. Two-30 cents a share each.
Mr. STRONG. How do the earnings compare to those dividends?
Mr. RAND. We are earning about $2 a share.
Mr. STRONG. Quarterly?
Mr. RAND. No; per year. Our stock is selling on a higher yield

basis than the average New York bank stock; that is, it is not selling
as high as the average New York bank stock.
Mr. STRONG. Do you intend to confine your operations to the State

of New York?
Mr. RAND. That is our intention at the present time.
Mr. STRONG. Have you some banks in Canada?
Mr. RAND. No.
Mr. STRONG. You say it is your intention to stick to the State of

New York?
Mr. RAND. Yes.
Mr. STRONG. Does your charter provide you can go outside of the

State of New York
Mr. RAND. Yes.
Mr. STRONG. You do not intend to do that? •
Mr. RAND. At the present time we do not intend to. We unif

change our minds later.
Mr. STRONG. I presume you do not want to take into your group 01

bank that does not make money.
Mr. RAND. The only banks we have taken in that do not m ,alte

money are banks that we feel in the future will make money. A Wm
that does not make money is a poor bank, and we do not want to take
them in.
Mr. STRONG. What is your scheme or your proposition in these

holding companies? What do they provide in the way of taking
care of the small towns or small businesses?
Mr. RAND. I thought I covered that in my original statement.
Mr. STRONG. Maybe you did, but I will not keep you very long,.
Mr. RAND. I have discussed that so much to-day I hardly kilo"

where to commence. We, of course, try to build up the local coin'
munities.
Mr. STRONG. Mr. Seiberling says that your argument was that

branch banking was necessary to take care of that situation.
Mr. RAND. In the very small town I think that branch banking i5

necessary.
Mr. STRONG. Then you think branch banking is preferable to yuar

system of banking?
Mr. RAND. I should say if branch banking were permissible in Nellb

York State, or if Congress would amend the law and make bran° ,
banking legal, the chances are that we would favor the branch systeta'
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Mr. STRONG. You would convert to a branch banking?
Mr. RAND. Our inclination would be to do that.
Mr. SmoNo. Are you in favor of the suggested trade area plan of

branch bankin_g?
Mr. RAND. Y es.
Mr. STRONG. What trade area would your group of banks belong

to?
Mr. RAND. As I said previously, I feel that the second Federal

Reserve District would just about suit our trade area; that is, New
York State., parts of New Jersey and parts of Pennsylvania and part
*of Connecticut.
Mr. STRONG. Do you think your group would be able to dominate

the banking in that trade area?
Mr. RAND. NO.
Mr. STRONG. Are there other groups?
Mr. RAND. Yes; there are other groups.
Mr. STRONG. Organized along your lines?
Mr. RAND. Somewhat along our lines?
Mr. STRONG. How many banks are in your group?
Mr. RAND. Seventeen.
Mr. STRONG. That is including branches?
Mr. RAND. No. I think the 17 banks operate 68 branches.

• Mr. STRONG. They are State banks mainly that have these branches?
Mr. RAND. State and national. I think there are four national

banks and the balance State banks.
Mr. STRONG. National banks have no branches outside of the State

ni which the bank is located?
Mr. RAND. No, sir; that is against the law in New York State and

national banking laws. Some national banks have branches inside of
the city but not outside.
Mr. STRONG. The real purpose of organizing your group is to have

branches outside of the city in other parts of the State or States in
Your Federal reserve district?
Mr. RAND. That is one of the purposes.
Mr. STRONG. If your group continues for 5 or 10 years, do you

think you will be able to dominate the Federal reserve bank in your
territory?
Mr. RAND. No; it would be ridiculous to think we could dominate

the Federal reserve bank.
Mr. &mown. You have dominated the other banks in that territory,

have you not?
Mr. RAND. No_,_.• there are some pretty strong banks in our territory.
Mr. STRONG. You started about five or six months ago and you

have 68 banks now.
Mr. RAND. No; 17 banks.
Mr. SnioNa. But you have 50 or 60 branches?

, Mr. RAND. Thirty-four branches in Buffalo, but there are other
oanks in Buffalo that have almost as many as we have.
Mr. STRONG. That is pretty good progress in that short time?
Mr. RAND. We have added only one in the last two or three years in

Mr. STRONG. Now, you have 17 banks in this original group con-
trolling about 70 branches. Do you contemplate you will take in a
great many more banks and branches?
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Mr. RAND. Not indiscriminately. We might add three or four
banks a year, but we are not—
Mr. STRONG. Are you contemplating that those banks will each

have a number of branches?
Mr. RAND. We can not tell that.
Mr. STRONG. How many other groups in that trade area that you

refer to—how many other groups have branches like you have?
Mr. RAND. I could not answer that offhand. There is one at

Syracuse, the Bank of Manhattan of New York City, and others in
New York State. . .
Mr. STRONG. Do you not really believe as a practical proposition in

time there will be a uniting of some of those groups, as a natural
consequence?
Mr. RAND. There may be. I do not know.
Mr. STRONG. It is reasonable to suppose there will be?
Mr. RAND. I could not say.
Mr. STRONG. You would say it is reasonable to believe that?
Mr. RAND. I would not say that, even.
Mr. STRONG. If there were, and those banks up there would unite

in these groups, don't you think they would have a dominating
influence in the control of the Federal reserve bank?
Mr. RAND. No; I think there are too many banks in New York

State to have any one group have any appreciable influence on the
Federal reserve.
Mr. STRONG. I was suggesting there would be a combination Of

banks down to two or three groups and if that should happen, I think
there would be a domination of the Federal reserve bank. One of the
things I am worrying about in this new changing banking system e

i 
f

ours into chain, group, and branch banking, is whether or not, during
the course of the years, there will not be such a combination of banks
that they will dominate and control the Federal reserve banks.
Everybody knows that if banking be centered in. one or twe
groups in each Federal reserve district, they would exert a tre-
mendous influence on the Federal reserve banks.
Mr. RAND. I can not see any danger of that in New York State.

I do not know the conditions outside of New York State. I can see
no danger in New York State at present or future of one or twe
or three groups dominating the Federal reserve bank in New York
State.
Mr. STRONG. Have you ever attempted to solicit any other banks

to join your group?
Mr. RAND. No sir; they have come to us.
Mr. STRONG. Unsolicited?
Mr. RAND. Yes. We might solicit them in the future. We would

never use any force or coercive methods to get banks to join our
group.
Mr. STRONG. Mr. Wakefield and Mr. Decker held out that state-

ment to us, and yet before they got home we got a letter from a
considerable group insisting they had used persuasive measures that
might be described as practically force to bring certain banks into,
the group. Do you realize that if that were done it would be a
serious proposition?
Mr. RAND. Yes.
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air Mr. STRONG. Just one more question: Do you not really believe
that if combinations of banks are allowed to spring up and grow
as rapidly as your system is growing, and the one at Minneapolisand St. Paul and St. Louis and San Francisco and throughout the
country2 eventually we are going to have a control of money and
credits in this country by a few groups?
Mr. RAND. No; I think the country is so large and the proportion

it Abe groups could have in proportion to the total resources and
growth and strength of -the country—I do not believe any group
can dominate or attempt to dominate in the country.
Mr. STRONG. We have had group banking only a few months, and

al they are controlling hundreds of banks in their groups and dominat-
ing and controlling the banking business in their territories.
If those strides are maintained, in the course of a few years it

seems to me there is serious danger of a control of money and credits
iI1 various territories of the United States and which will, in turn,
lead to amalgamation of such interests, and what I am afraid of is
that, through combinations of group banking, chain banking, and
branch banking, we will have a control of money and credits in the
country that will be a dangerous thing for the Nation.
Mr. RAND. I do not think you will have anything to fear on that.
Mr. STRONG. Naturally, having formed a successful combination

of banks, I imagine you would not be fearful of it, and as long as
You are at the head of them, probably there should not be any such

f fear, but our lives are short and when men get into power they
become selfish, and it has been the history of the world that the
greatest domination of a nation is money and credits. They domi-
nate armies, and we said during the war "that men win battles, but
Money wins wars."
That is all I care to ask.
The Amigo CHAIRMAN (Mr. Seiberling). We thank you very

Much for your testimony, Mr. Rand. The committee will stand ad-
journed until Tuesday, April 29, 1980.
(Whereupon, at 4.20 o'clock p. m., the committee adjourned, to

meet at 10.30 o'clock a. m., on Tuesday, April 29, 1930.)
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TUESDAY, APRIL 29, 1930

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Washington, D. C.
The committee met in the committee room, Capitol, .at 11.10

o'clock a. m., Hon. James G. Strong presiding.
MT. STRONG. The committee will come to order.
Mr. Ottley, you are to address us this morning, and you will pro-

ceed, please. We are very glad to have you here.
Mr. BRAND. This is the day we agreed that Mr. Ottley was to be

here.
Mr. STRONG. Just state your name and whom you represent.

STATEMENT OF JOHN K. OTTLEY, PRESIDENT FIRST NATIONAL
BANK OF ATLANTA, GA., AND PRESIDENT FIRST NATIONAL
ASSOCIATES OF ATLANTA

Mr. OTTLEY. I am president of the First National Bank of Atlanta
and president of the First National Associates of Atlanta, a corpor-
ation organized under the laws of Georgia.

Before proceeding with the information called for in the question-
naire addressed to me by your chairman, I should like, with the per-
mission of the committee, to make a few general observations with
respect to the banking situation in our part of the country. The
First National Bank of Atlanta was chartered in 1865 and is the oldest
and largest national bank in the sixth Federal reserve district. Its
aggreagte resources exceed $108,000,000. It has ten branches in
operation in the city of Atlanta. Within the area of its operations
the First National Bank offers all of the modern facilities of banking
to every type of customer.
There is in the sixth Federal reserve district, of which Atlanta is

the Federal reserve city., a great diversity of industry and business.
In raw materials there is produced lumber, iron ore, coal, phosphates,
and oil. We have cotton and manufacture of cotton, rice, livestock,
dairying, and the commercial production of all of the cane sugar made
in the United States. We have one of the greatest fruit-producing
territories in the world. In addition to cotton factories, there are steel
and iron mills and factories of national importance. Hydroelectric
power is highly developed. .In this district there are five seaport
cities with great volumes of ocean shipping. The sixth Federal reserve
district is economically sound and the diversity of its business enter-
prise offers an ample opportunity for a sound banking system to
prosper.
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How does it come to pass that with this great potential economic
strength the sixth Federal reserve district has witnessed so many
bank failures during the past decade and still witnesses them? The
population of our small cities and of the farming rural sections have
suffered loss after loss as depositors, borrowers, and stockholders of
local community banks. Your committee already has the statistical
information with respect to these failures and I shall not attempt to
repeat these figures.

Public confidence in the small independent bank has been greatly
shaken in our section of the country. The system of banking with
which the rural population had to deal has failed. This has added
greatly to the burden of the farmer and the small business man.
When strongly adverse economic conditions strike a local community
in which there is a bank which serves that community alone it is
next to impossible to prevent such a bank from failing. Successive
periods of drought, the activity of a fruit pest or of a plant disease,
the adverse conditions of the market for a local product—such
causes as these have brought about the downfall of hundreds of
small banks in our district. Such banks by virtue of their limited
size and influence can not possibly secure the type of management
which modern banking demands, but even with good management
the little local bank under such conditions as I have described would
be virtually helpless. As has been said by members of this com-
mittee at these hearings, many of these banks failed because the com-
munity in which they operated failed. The bank had to attempt
to the last to offer what facilities it possessed. •
What is really the matter with the small bank? The answer lies

in the narrow base upon which it rests. It can not avail itself of the
diversity of business which is essential to banking strength. Without
such diversification it can only be a fair-weather bank. If, therefore,
we could throw behind every local bank in the Sixth Federal reserve
district the strength and stability which come from the diversified
business of the entire district, bank failures from local causes would
cease. The local bank itself can not extend its business to tap the
great variety of enterprises embraced in our area. That contact it
can gain by becoming a part of a group system of banks or a branch
of a large parent bank.

First National Associates of Atlanta have begun under the group
system to undertake to stabilize banking conditions in the Atlanta
trade area—using the term which has been discussed before your
committee. It has brought together 8 banks, 3 in Atlanta—includ-
ing the first National Bank-1 in Augusta, 1 in Columbus, 1 in Macon,
1 in Rome, and 1 in Savannah. The parent bank and the 10 branches
in Atlanta bring the total banking offices of the group to 18. The
smallest bank in this group has a capital and surplus of $362,000.
These banks are limited entirely to the State of Georgia, but by
reason of the business spread of the First National Bank of Atlanta
they now have behind them a large share of the diversification of busi-
ness in the sixth district. The extensibn of the First National group
into other parts of the Atlanta district would strengthen the group
from this point of view.
I do not argue that the banking conditions in the agricultural dis-

tricts which are served by small local banks, which have been so im-
pressively brought to your attention by the Comptroller of the Cur-
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rency, can be met and remedied by group banking. Group banking
under the form in which we have it can not afford to attempt to oper-
ate a local bank unless there is in that community a sufficient amount
and variety of banking business to make the enterprise profitable as a
business investment. The local bank under the group system remains
an independent banking corporation. It is not flexible in its technical
organization or in its responsibilities under the banking laws. It
must operate, if at all, as a full-fledged bank with capital, surplus,
reserves, loans, investments, and deposits. Group banking, to be
successful, must therefore confine its membership to the banks with
resources, I should say, above $1,000,000.

It seems to me that branch banking alone can meet the needs
of the small communities, either straight-out branch banking from
large banks in cities like Atlanta, or a combination of group banking
and branch banking.
. Branch banking is in operation to some extent in all of the States
in the sixth Federal reserve district except Florida. So far as I know
there is no public prejudice against it. In the State of Georgia we have
had State-wide branch banking for a number of years. There is a
branch in Atlanta of a national bank in Savannah which bank also
has several other branches in different parts of that State. The
McFadden Act has restricted member banks to branches within city
limits where branches are permitted at all. If in view of the present
situation national banks in Atlanta were permitted, for example,
with the approval of the Comptroller of the Currency, to put branches
uito the small towns in the agricultural sections the First National
Bank of Atlanta could in my opinion effectively establish a safe and
sound system of banking for those people.

There is a great difference between a branch of a bank and an
independent bank. The size of a branch and the extent of its opera-
tions can easily be adapted .to the banking needs of a particular
community. There are outlying communities where a small branch
could be placed and kept open two or three days a week as a conveni-
ence in the depositing of money, paying of checks, deposits of valu-
ables for safe keeping, perhaps making a few small loans and making
available other banking facilities. The cost of the operation of such
a. branch would be very small. In other somewhat larger communi-
ties such a branch could be kept open daily and would vary in size
and personnel according to the available local banking business.
Every one of such branches would tap the mass business operations
embraced in tha diversified activities of the entire area covered by the
parent bank. Local depression in agriculture in one section would be
offset by favorable business in other lines.
The branch itself would not necessarily require a diversification of

local business because it would not rest for its support upon that
business. This is the real difference between a branch and an inde-
pendent unit bank. A branch, wherever situated, of the First
National Bank of Atlanta, would be an office of that bank and all
of the strength of the capital structure and of the great diversification
of banking business of the First National Bank would be in that
branch just as much as in the head office of the bank. If such a
branch be situated in a peach-growing section where the principal
banking business rests upon that industry, two or three successive
years of failure to make profits on the peach crop might cause the
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failure of independent local banks, but any losses which might be
made in the branch would be absorbed by the entire branch banking
system, which would have many avenues of profitable business besides
that dependent upon the growing of peaches.
In our own case the organization of the First National Associates

as a group banking plan, was due to the lack of a national law per-
mitting the extension of branch banking within the Federal reserve
system outside of Atlanta.. I myself have always been in favor of
branch banking by national banks and my associates and myself in
the First National Bank of Atlanta would have preferred to engage
directly in branch banking rather than to resort to the more cumber-
some method of group banking as a means of furnishing adequate
banking facilities to our territory. The First National Bank has for
eight years been engaged m branch banking within the city of Atlanta
and has developed sufficient experience to extend its branches beyond
city limits into the trade area which it serves. In establishing a
group banking system we pursued the only means available under
the law to make an approach to the advantages and benefits of a
wider operation of branch banking. The question may be raised
whether, since branch banking beyond city limits is prohibited by
the McFadden Act, the First National Bank is not doing indirectly
what is unlawful to be done directly. My answer is that the law
permits us to do exactly what we are doing. It is done under the
sanction of the law.
I do not regard group banking in its present form as the equal of

branch banking either in its ability to meet the needs of local communi-
ties with dispatch and precision, in .the flexibility and simplicity of its
organization or in the economy of its operation. On the other hand
I regard group banking as undoubtedly superior to that of the inde-
pendent local unit bank with its isolation from metropolitan business
contacts and its complete dependence upon the business of the com-
munity in which it is situated.
In view of the fact that group banking, such as the First National

Associates has embarked upon, is designed to respond to an economic
demand in our civilization—a demand. for .greater strength and sta-
bility in banking and a more even distribution of banking facilities to
the various types of our population—may I take the liberty to say
that this committee should make toward it a sympathetic approach.
If the committee should decide that group banking ought to be per-
mitted to continue in operation under Federal supervision and con-
trol, certain restrictions and safeguards should be thrown around it
for the general protection of the public. The first National Associates
of Atlanta would welcome any reasonable provisions to this end.
If Congress in its wisdom should see fit to permit branch banking by
national banks into wider areas than is at present possible under the
law it would seem that those corporations engaged in group banking
should be permitted gradually to adapt their organizations to branch
banking rather than be forced suddenly to embrace it. The First
National Bank of Atlanta would immediately avail itself of the oppor-
tunity to substitute branch banking for group banking. On the

iother hand, I realize that our situation s different from those other
communities in which group banking is operating in the entire absence
of branch banking.
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shall now proceed to give more specifically the information called
for in the letter sent out by your chairman.
I am submitting, marked 'Exhibit A," the incorporation papers

including all by-laws of First National Associates of Atlanta; a list
of its directors showing he business connection of each, marked
"Exhibit B"; and a list of the banks in First National Associates
Group showing the date when organized, name of bank, city in which
located, capital structure, deposits and total resources, marked
"Exhibit C."
The First National Associates of Atlanta is an affiliated subsidiary

of the First National Bank of Atlanta. Its capital stock is entirely
owned by the Trust Co. of Georgia, the shares of which in turn are
owned by the shareholders of the First National Bank.
The senior executive officers of the bank, the trust company, and of

the Associates are identical, and the directorate of the bank includes
all of the directors of the trust company and of the associates. In
addition, the presidents of each bank in which the associates are
controlling shareholders are members of the board of the associates.
The Associates owns the controlling stock of four national banks;

one State bank, which is a member of the Federal reserve system, a
real estate loan bank, and of a company for the underwriting and
distribution of investment securities.
The Associates owns from 50.16 per cent to 78.28 per cent of the

capital stock of the four national banks and one State bank located
in cities other than Atlanta. These banks are located in five cities in
all sections of the State of Georgia. The shares of these banks were
acquired by purchase for cash after negotiations with the management
of each bank and the purchase consummated after an examination
and appraisal of the assets in each instance.
The First National Bank of Atlanta actively cooperates with each

of these banks in the management of its affairs. Coordination of
activities and cooperation in the management are effected by one
officer of the parent bank being on the board of each affiliate bank
and by one vice president being assigned exclusively as a contact
with the local management of each affiliate bank. As an officer of
the First National Bank, of the Associates, and of the affiliate
bank, this official supervises operating methods and obtains for
each affiliate the aid of any department of the parent organization.
Each affiliate bank is audited by the audit department of the First
National Bank. In addition, each affiliate has at its disposal con-
stantly the facilities of the credit and statistical department of the
parent bank. Our first act was to set up in each affiliate adequate
credit records, which, as a unit bank, would have been very difficult
to accomplish. Each affiliate furnishes daily reports, including its
daily statement, new loans, accounts opened and closed, and com-
parative figures of deposits, loans, investments, and earnings. These
reports are inspected daily by the operating and credit divisions of
the parent bank. In short, each affiliate receives the complete co-
operation and supervision of a large metropolitan bank staff which
would have been impossible had those banks continued as independent
institutions. That such a system is effective is best evidenced by the
fact that credit losses have been smaller, operations more economical,
and earnings increased in each instance since the affiliation was made.
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The scope of banking service in each of the communities where these
affiliate banks are located has been materially widened. Credit lines
have, in many instances, been granted by the parent bank to worthy
customers of the affiliate banks whose needs were greater than local
banks could either legally or comfortably meet. Facilities for the
investment of funds in securities, the administration of trusts, the
obtaining of mortgage loans, etc., have been made available through
the affiliate banks where formerly no such services were offered to the
public.
The First National group has, up to this time, confined its affilia-

tions to the State of Georgia, but it is my opinion that the natural
development of group or branch banking will justify our considera-
tion of extending into the larger trade territory served by the city of
Atlanta. While it is difficult to define this territory exactly, it may
be roughly outlined as including the sixth Federal reserve district in
addition to portions of North .and South Carolina. Atlanta now
enjoys trade relations actively in .that area in almost every line of
business. Such a development will require, doubtless, a change in
the form of holding companies which we now use—that is, the sub-
sidiary holding company—to a parent holding company, owning the
stocks of each bank or company in the group, and effecting further
affiliations by an exchange of shares, rather than by cash purchases.
(The exhibits submitted by Mr. Ottley are reproduced below.)

EXHIBIT A
GEORGIA,

Fulton County.

To the Superior Court of said County:

The petition of J. E. Hickey, C. T. Hopkins, jr., and T. T. Flagler, all of said

State and county, respectfully shows:
1. That they desire for themselves, their associates, successors and assigns, to

be incorporated and made a body corporate under the name and style of Trusco

Investment Co.
2. That the principal office of said corporation is to be located in the city of

Atlanta and State of Georgia, but with the right, power, and authority to estab-

lish branch offices for the transaction of its business in any other place within

the State of Georgia, and in any other States, territories, or dependencies of the

United States of America.
3. The general object of the incorporation is pecuniary profit to its stock-

holders.
4. The nature of the business and objects and purposes proposed to be trans-

acted, promoted, and carried on are as follows:
(a) To purchase or otherwise acquire, hold, own, sell, deal in, and otherwise

dispose of stocks, bonds, notes, mortgages and other evidences of indebtedness,

whether secured or not secured, and whether issued by corporations or individ-

uals, as well as any other personal property of any kind and character which it

desires to own or deal in.
(b) To do a general commission and buying and selling agent's business, and

acting for others to purchase, or otherwise acquire, sell, deal in or otherwise dis-

pose of, any of the securities herembefore enumerated, or any other property,

either real or personal, and to negotiate and procure loans, secured and unsecured,

and to receive commissions or other compensation for its services as such agent.

(c) To purchase, or otherwise acquire, hold, own, sell, deal in or otherwise

dispose of, any real property, leaseholds thereon, or other right, title or interest

therein in any State, territory, or dependency of the United States or in any

foreign country or place, with the right to improve, develop, subdivide or

otherwise deal with such real estate as in the opinion of said corporation may be

beneficial or profitable to it.
(d) To act as agent, either general or special, and to receive compensation 

for

its services as such, for life, fire, casualty, liability, burglary, tornado, fidelity,

and any and all other kinds of insurance companies.
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(e) To guarantee or indorse bonds, notes or other evidences of indebtedness and
other obligations of any corporation or individual. To lend its own money upon
such terms and at such rates of interest as it may desire and either with or without
security.

5. Petitioners desire that said corporation shall have the right, power, and
authority to borrow money, to issue bonds, notes, or other evidences of indebted-
ness, and to secure the same or any of them, by trust deed or mortgage or pledge
of any or all of the real or personal property which may be owned by the corpo-
ration, and generally to use any or all of its property, both real and personal, as
a. basis of credit for the raising of money to be used in connection with its opera-
tions and the prosecution of its business.
6. Petitioners further desire that said corporation shall have the right and

Power to do each and every thing which will be necessary, suitable, convenient,
or proper for the accomplishment of any of the purposes, or the attainment of
any one or all of the objects hereinbefore enumerated or incidental to the powers
herein named or which shall at any time appear conducive to or expedient for
the protection, profit, or benefit of the corporation, either as holder of or as
interested in any property or otherwise and generally to have all of the rights,
Powers, and privileges now or hereafter conferred by the laws of the State of
Georgia upon like corporations, including the right to sue and be sued, to have
and use a common seal, and all other rights enjoyed by such corporations.

7. The capital stock of said corporation is to be $50,000, divided into 500
shares of the par value of $100 each, all of which has been paid in; with the right,
nevertheless, in said corporation at any time, upon the vote of the holders of a
majority of all of the stock at the time outstanding, and from time to time as
may be deemed expedient and best, to increase its capital stock, provided that
the maximum capital stock which it may ultimately have outstanding shall not
exceed the sum of $1,000,000.

8. It is desired that said corporation shall likewise have the right, power, and
authority at any time, upon the vote of the holders of a majority of its capital
stock then outstanding, to reduce its capital stock from time to time as may

deemed expedient and best, to such sum as may be determined upon, pro-
vided that the minimum capital stock which said corporation shall be entitled
to have shall not be less at any time than $25,000.

9. It is also desired that said corporation shall have the right, power, and
authority at any time, upon the vote of the holders of a majority of the capital
stock at the time outstanding, to amend its charter, either in form or in substance;
and also the right, power, and authority, upon a like vote, at any time to wind
pp its business, dispose of all of its assets of every kind, and nature whatsoever
and distribute the same among its shareholders as they may be entitled to the
81911e and to cease to do business, whether said corporation be then or thereafter
dissolved under the provisions of the laws of Georgia or not.

Wherefore your petitioners pray that they, their associates, successors, and
assisns, be incorporated and made a body corporate under the name and style
of Trusco Investment Co. for all the purposes and objects, and with all the
rights, powers, and privileges hereinbefore set out, together with all other rights,
Powers, and privileges usually, enjoyed by like corporations under the laws of
the State of Georgia, and that it be incorporated for a period of 20 years, with
the right of renewal from time to time as may be then allowable under the laws
of the State of Georgia.

ANDERSON, BOUNDTREE & CRENSHAW,
Attorneys for petitioners.

Filed in office, this the 23d day of June, 1922.
ARNOLD BROYLES, Clerk.

BY-LAWS OF THE TRUSCO INVESTMENT CO.

ARTICLE I. OFFICES

SECTION 1. The principal office of the corporation shall be in the county of
Fulton, State of Georgia.
The corporation may also have offices in such other places as the board of

directors may from time to time appoint and the business of the corporation
require.

ARTICLE It. SEAL

SECTION 1. The corporate seal shall be circular and shall have thereon, aroundthe edge of the circle, the name of the corporation and the words "Fulton County "and in the center of the circle the word "Seal."
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ARTICLE III. STOCKHOLDERS

SECTION 1. Annual meeting.—A meeting of the stockholders shall be held
annually at the office of the corporation in the county of Fulton, State of Georgia,
on the second Wednesday in April in each year, if not a legal holiday, and if a legal
holiday, then on the next successive business day, at 4 o'clock in the afternoon,
for the purpose of electing a board of five directors (unless the number be changed,
as hereinafter provided for) to serve one year and until their successors are elected
and qualified, and for the transaction of any other business authorized or required
to be transacted by the stockholders. Notice of the annual meeting shall be
mailed at least 10 days prior thereto to each registered stockholder entitled to
vote at his address as the same appears on the books of the corporation.

SEC. 2. Special meetings.—Special meetings of the stockholders for any purpose
or purposes shall be held at the office of the corporation in the county of Fulton,
State of Georgia, whenever called by the president, the board of directors, or by
stockholders holding together at least one-fourth of the capital stock of the
corporation then issued and outstanding. Notice of each special meeting, stating
the time, place and in general terms the purpose or purposes thereof shall be mailed
at least five days prior to the meeting to each registered stockholder entitled
to vote at his address as the same appears on the books of the corporation;
but in the event any stockholder shall reside at such distance that a letter mailed
would not, in due course, reach him so as to enable hirn to attend at the date
fixed for such meetings, such stockholder may be notified by telegram, and the
sending to him of a telegram five days before the date of the meeting, addressed
to his last address as appears on the books of the corporation, shall be a sufficient
notice of said meeting.

SEC. 3. Quorum.—At any meeting of the stockholders, the holder or holders of
a majority of the stock of the corporation issued and outstanding, present in per-
son or represented by proxy, shall constitute a quorum for all purposes, including
the election of directors, except where otherwise provided by statute.

SEC. 4. Order of business.—The order of business of all meetings of stockholders
shall be as follows:
(a) Roll call; a quorum being present (b) reading of minutes of preceding meet-

ing and action thereon; (c) reports o. f officers; (d) reports of committees; (e) Elec-
tion of directors; (f) unfinished business; (g) new business.

SEC. 5. Adjournments.—If at any annual or special meeting a quorum shall
fail to attend in person or by proxy, a majority in interest of the stockholders
having voting powers attending in person or by proxy at the time and place of
said meeting, may adjourn the meeting from time to time without further notice
until a quorum shall attend, and thereupon any business may be transacted which
might have been transacted at the meeting as originally called had the same been
then held.

SEC. 6. Organization.—The. president, and in his absence the vice president,
and in the absence of the president and vice president, a chairman appointed by
the stockholders present and entitled to vote, shall call meetings of the stock-
holders to order and shall act as c.hairman thereof. The secretary of the company
shall act as secretary at all meetings of the stockholders when present. and in his
absence the presiding officer may appoint any person to act as secretary.
SEC. 7. Voting.—At each meeting of the stockholders every stockholder en-

titled to vote shall be entitled to vote in person or by proxy appointed by an instru-
ment in writing subscribed by such stockholder or by his duly authorized attorney
and delivered to the secretary of the corporation, and he shall be entitled to vote
one vote for each share of stock appearing in his name on the books of the cor-
poration, provided that no share of stock shall be voted on at any election for
directors which has been transferred on the books of the corporation within 10
days next preceding such election. Transfer books of stock may be closed so as to
fix the persons entitled to vote the same, by order of the board of directors, not
exceeding 30 days preceding any stockholders' meeting. Upon the demand of any
stockholder, the vote for directors, or upon any other question before the meeting,
shall be by ballot; in the absence of such demand, it may be viva voce. All
matters or questions before a stockholders' meeting shall be decided by a vote of
the majority of those present, except where otherwise required by the charter.

ARTICLE Ill. DIRECTORS

SEC. 1. Number.—The business and affairs of the corporation shall be managed
and controlled by a board of directors, five in number, which number may be
altered from time to time. The directors shall be elected by the stockholders
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entitled to vote at the annual meeting of the corporation, and each director shall
be elected to serve until the next annual stockholders' meeting and until his
successor shall be elected and qualified.
. In the event it is desired that the number of the directors be increased at any
time other than the annual meeting, the additional directors may be elected by
the board of directors to serve until the next annual meeting or until their suc-
cessors are elected and qualify.
SEC. 2. Vacancies.—In case of any vacancy among the directors through

death, resignation, disqualification, removal or other cause, the board of directors
May elect a successor to hold office until the next annual election and until the
election and qualification of his successor. If the number of directors be reduced
below the number necessary to constitute a quorum, the remaining directors,
though less than a quorum, may fill the vacancies. The stockholders may fill
an vacancies not promptly filled by the directors,

bEc. 3. Place of meeting.—The directors shall hold their regular meetings and
keep the books of the corporation at the principal office of the corporation in the
County of Fulton, State of Georgia, as the same may be hereafter located, but
may hold meetings at such other place or places within the State of Georgia, or
outside of the State of Georgia, as the board may from time to time determine.
SEC. 4. Annual meeting of the board.—After each annual meeting of the stock-

holders, the newly elected directors may meet for the purpose of organizing, the
election of officers, and the transaction of other business at such place and time
as shall be fixed by the stockholders at the annual meeting or by the by-saws of
the company, and if a majority of the directors be present at such place and time,
no prior notice of such meeting shall be required to be given to the directors. The
Place and time of such meeting may also be fixed by written consent of the direc-
tors.
Sc. 5. Regular meetings.—Regular meetings of the board of directors shall be

held at the office of the corporation in Fulton County, State of Georgia, until
Otherwise ordered by the board, and at such times and places as the board of
directors shall from time to time appoint, of which no notice shall be required.
SEC. 6. Special meetings.—Special meetings of the board shall be held when-

ever called by direction of the president or the vice president or of a majority of
the directors for the time being in office. The secretary, or some other officer
or director of the corporation shall give notice to each director of each special
meeting, by mailing the same at least two days before the meeting or by tele-
Phoning or telegraphing the same not later than the day before the meeting. If
every director shall be present at any meeting, any business may be transacted
Without previous notice.
SEC. 7. Quorum.—A majority of the directors shall constitute a quorum for

the transaction of business, but a majority of those present at the time and
Place of any regular or special meeting, if there be less than a quorum, may adjourn
the same from tine to time without notice, until a quorum be had. The act
of a majority of directors present at any meeting at which there is a quorum
shall be the act of the Board of Directors.
SEC. 8. Compensation of directors.—Directors, as such, shall not receive any

stated salary for their services, but by resolution of the board a fixed sum and
expenses of attendance, if any, may be allowed for attendance at each regular
or special meeting of the board; provided, that nothing herein contained shall
be construed to preclude any director from serving the corporation in any other
Capacity and receiving compensation therefor.
Members of special or standing committees may be allowed like compensation

for attending committee meetings. •
SEC.' 9. Order of business.—The Board of Directors may from time to time

determine the order of business at their meetings. Until changed, the order of
business at such meetings is as follows:
(a). Roll call, a quorum being present; (b) reading of minutes of preceding

Ineeting and action thereon; (c) report of officers; (d) report of committees;
(e) unfinished business; (f) miscellaneous business; (g) new business.

SEC. 10. Chairman.—At all meetings of the board of directors the president,
or, in his absence, the vice president, or, in his absence, a chairman chosen by
the directors, shall preside.
.SEC. 11. Committees.—From time to time the board may appoint any com-

mittee or committees for any purpose or purposes to the extent lawful which will
have such powers as shall be specified in the resolution or resolutions of appointment.
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ARTICLE V. OFFICERS

SECTION 1. Executive officers.—The executive officers of the corporation shall
be a president, a vice president, a treasurer, and a secretary, any two of which
offices may be held by the same person, except that the same person may not be
president and vice president; all of whom shall be elected annually by the board.
SEC. 2. Subordinate officers.—The board may appoint one or more assistant

treasurers and one or more assistant secretaries, and such other officers and em-
ployees as it may deem necessary, who shall have such authority and perform
such duties as from time to time may be prescribed by the board.
SEC. 3. Tenure of officers--Removal.—All officers and agents shall be subject to

removal at any time by affirmative vote of a majority of the whole board. The
board may delegate powers of removal of subordinate officers and agents to any
officer of the company.
SEC. 4. The president.—The president shall be a chief executive officer of the

corporation, with all of the powers usually exercised by the chief executive officer
of like corporations; he shall sign all deeds, conveyances, transfers, assignments
of personal and real property, and other instruments in writing which may be
executed in behalf and in the name of the corporation; he shall have general
charge of the business of the corporation; and shall do and perform such other
duties as from time to time may be assigned to him by the board.

SEC. 5. The vice president.—The vice president shall have such powers and per-
form such duties as may be assigned to him by the board. In case of the absence
or disability of the president, the duties of his office shall be performed by the
vice president.
SEC. 6. The treasurer.—The treasurer shall have the custody of all of the funds

and securities of the corporation which may come into his hands; he shall sign
all checks or drafts drawn against the funds belonging to the corporation; he
shall sign all notes, obligations, and other evidences of indebtedness, and shall
perform all duties incident to the position of tresaurer, subject to the control of
the board. He shall do and perform such other duties as may from time to time
be assigned to him by the board. If required by the board, he shall give a bond

ifor the faithful discharge of his duties n such sum as the board may require.
SEC. 7. The secretary.—The secretary shall keep the minutes of all proceedings

of the board and the minutes of all meetings of the stockholders in books pro-
vided for that purpose; he shall attend to the giving and serving of all notices for
the corporation; be shall have charge of the certificate books and such other
books and papers as the board may direct; he shall attest all instruments in
writing required to be under seal, and have the custody of the seal; and he shall 
in general perform all the duties incident to the office of secretary, subject to the
control of the board; he shall also perform such other duties as may be assigned
to him by the board.

SEC. 8. Vacancies.—All vacancies among the officers shill be filled by the
board of directors.

ARTICLE VI. CAPITAL STOCK

SECTION 1. Form and execution of certificates.—The certificates of shares of the
capital stock of the corporation shall be in such form as shall be approved by the
board. The certificates shall be signed by the president or the vice president
and the secretary or an assistant secretary. Each certificate of stock shall cer-
tify the number of shares owned by the stockholder in the corporation.
SEC. 2. Certificates to be entered.—All certificates shall be consecutively num-

bered and the names of the owners, the number of shares, and the date of issue
shall be entered in the books of the corporation.
SEC. 3. Old certificates to be canceled.—Except in cases of lost or deStroyed

certificates, and in that case after receipt by the. corporation of satisfactory in-
demnity, no new certificate shall be issued until the former certificate for the
shares represented thereby shall have been surrendered and canceled.

SEC. 4. 7'ransfer of shares.—Shares shall be transferred only on the books of

the corporation by the holder thereof in person or by his attorney, upon the
surrender and cancellation of certificates for a like number of shares.
SEC. 5. Regulations.—The board may make such rules and regulations as it

may deem expedient concerning the issue, transfer, and registration of stock.
SEc. 6. Transfer agent and regIstrar.—The board may appoint a transfer agent

and registrar of transfers, and may require all stock certificates to bear the
signature of either or both.
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SEC. 7. Closing of transfer books.—The transfer books of stock entitled to vote
may be closed by order of the board of directors not exceeding 30 days next pre-
ceding any stockholders' meeting and may also be closed for the payment of
dividends during such period as from time to time may be fixed by the board,
and (luting such period no stock shall be transferred on such books.

ARTICLE VII. DIVIDENDS AND WORKING CAPITAL

SECTION 1. Board to declare dividends.—The board, in its discretion, from time
to time may declare dividends upon the capital stock from the surplus or net
Profits of the corporation and may fix and change the dates for the declaration
and payment of dividends.
§nc. 2. Surplus.—The board of directors may fix a sum which may be set

aside or reserved over and above the capital stock paid in as a surplus and work-
ing capital for the corporation, and from time to time they may increase, dimin-
ish, and vary the same in their absolute judgment and discretion.

ARTICLE VIII. FISCAL YEAR

SECTION 1. Fiscal year.—The fiscal year of the corporation shall be the calen-
dar year or otherwise as the directors may determine.

ARTICLE IX. NOTICE AND WAIVER OF NOTICE

SECTION 1. Notice.—Any notice required to be given under these by-laws may
be given by mailing the same, addressed to the person entitled thereto, or by
telephoning or telegraphing the same, as hereinbefore provided for in these by-
laws, at his address as shown on the books of the corporation, and such notice
Shall be deemed to be given at the time of such mailing, telephoning, or tele-
graphing.
SEC. 2. Waiver of notice.—Any stockholder, director, or officer may waive any

notice required to be given by these by-laws.

ARTICLE X. AMENDMENTS

SECTION 1. By-laws subject to amendment by stockholders.—All by-laws shall be
subject to amendment, alteration, or repeal by the stockholders entitled to vote
at any annual meeting and at any special meeting called for that purpose.
August 16, 1922.

At a special meeting of the stockholders of the Trusco Investment Co. held
May 14, 1929, the following amendments to the by-laws were made:
Further resolved, That article 4 of section 1 of the by-laws be amended by

changing the number of directors called for in said section from 5 to 12.
Further resolved, That article 10, section 1, be amended so that as amended

the same shall read as follows:
"SECTION 1. By-laws subject to amendment by directors.—All by-laws shall be

subject to amendment, alteration, or repeal at any regular directors' meeting,
or at any special directors' meeting called for that purpose."
In a special meeting of directors of Trusco Investment Co. held May 14, 1929,

the following amendments to the by-laws were made:
Resolved, That Article V, section 1, of the by-laws be amended so that as

amended it shall provide as follows:
"SECTION 1. Executive officers.—The executive officers of the corporation shall

be a president, four vice-presidents, a treasurer, and a secretary, any two of which
Offices may be held by the same person, except that the same person may not be
President and vice president; all of whom shall be elected annually by the board."

Further resolved, That Article V, section 5, of the by-laws be amended so that
as amended the same shall read as follows:
"The vice presidents shall have such powers and perform such duties as may

he assigned to them by the board, or the president. In case of the absence or
disability of the president his duties shall be performed by any available vice
president."

GEORGIA,
Fulton County.

To the Superior Court of said county:
The petition of Trusco Investment Co. respectfully shows to the court:
1. Your petitioner was incorporated by an order of this court granted on the

22d day of July, 1922, and thereafter duly organized in accordance with the pro-
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visions of the laws of this State, and is now in the active conduct of its business in
accordance with the provisions of its charter.

2. Your petitioner desires to change its name from Trusco Investment Co. to
First National Associates.

3. This change in name has been requested and approved by the unanimous
vote of the stockholders of your petitioner at a meeting held on the 20th day of
November, 1929, at which the following resolution was unanimously adopted by
the stockholders:

Whereas it is deemed advisable and beneficial to change the name of this
company from Trusco Investment Co., to First National Associates: Be it there-
fore

Resolved, That the name of this company be, and is hereby, changed to First
National Associates and the officers and attorneys of the company are authorized
to make application for an amendment to the charter of the company accomplish-
ing such change of name and take such other steps as may be necessary to carry
these resolutions into effect.

4. The action of the stockholders looking toward a change in the name of your
petitioner was unanimously ratified, approved, and adopted at a meeting of the
directors of your petitioner held on the 20th day of November, 1929.

Wherefore Trusco Investment Co. prays that its charter be amended by
changing its name to First National Associates.

Allornew for Petidoner.

IN THE MATTER OF THE APPLICATION OF TRUSCO INVESTMENT CO. TO AMEND ITS
CHARTER BY CHANGING ITS NAME TO FIRST NATIONAL ASSOCIATES

The attached and foregoing petition of the Trusco Investment Co. praying for
an amendment of its charter as therein set forth came on for a hearing in due
course. It was shown to the court that the petition was published as required
by law in the Fulton County daily report on the days of , and the
 days of ; and it further appears to the court that all other require-
ments of law for such cases have been fully complied with, and that the subject
of said petition comes within the purview and intent of the law: It is therefore

Considered, ordered, and adjudged, That the prayer of said petition be granted
and that the charter of Trusco Iuvestment Co. be and the same is hereby amended
as requested, and the name of said corporation is hereby changed to First National
Associates.
In open court this  day of , 1929.

Judge Superior Court, Fulton County', Ga.

EXHIBIT A

BY LAWS OF TRUSCO INVESTMENT CO.

MEETINGS OF STOCKHOLDERS

SECTION 1. There shall be an annual meeting of the stockholders on the
fourth Tuesday in January of each year, at 11.30 o'clock a. m., for the purpose
of electing directors and transacting any other business that may lawfully come
before an annual meeting. A majority of the capital stock at the annual meet-
ing or at any other meeting shall constitute a quorum.

SEC. 2. Stockholders shall have one vote for each share of stock held by them
and may vote by written proxy.

ELECTION OF DIRECTORS

Suc. 3. At each annual meeting of the stockholders a board of not more than
26 directors shall be elected and 7 directors shall constitute a quorum for the
transaction of business at any meeting lawfully held. The directors so
elected shall hold office for one year and until their successors are elected and
have qualified. Any vacancy that may occur, either by resignation or other-
wise, may be filled by the remaining directors at any regular or at any special
meeting called for that purpose on proper notice to each director.
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SEC. 4. The board of directors shall have full authority to give directions tothe policy of the company and as to the general conduct of its business; shall
have supervisory authority over all officers; shall elect all officers not otherwise
required by law to be elected; shall fill all vacancies that may occur; and shall
generally discharge the duties incident to boards of directors of institutions of
like character.

MEETINGS OF THE BOARD OF DIRECTORS

SEC. 5. The regular meetings of the board of directors shall be held imme-
diately after the adjournment of the stockholders' annual meeting and there-
after on the second Tuesday in each month of April, July, and October, at 11.30o clock a. m.

EXECUTIVE COMMITTEE

SEC. 6. The chairman of the board, after each annual meeting, shall appoint
nine members of the board who, with the chairman, the pi esident and such other
officers of the company as from time to time shall be called by the committeeto act with it, shall constitute the executive committee. The executive committee
shall meet on the first Tuesday of each month at 11.30 o'clock a. m.; shall have
the full authority of the board when the board has not otherwise directed; and
Shall keep records of its meetings and actions to be submitted to the board for its
aPproval, and a majority of its members shall be necessary for a quorum. Its
chairman shall preside at all its meetings and shall perform such other duties
as the committee may direct. Each member shall receive a fee of $10 for each
Meeting he attends.

OFFICERS

SEo. 7. The officers of the corporation shall be a chairman of the board, a
President, a chairman of the executive committee, an executive vice president,
as many vice presidents as the board of directors may determine upon, a secretary,
a treasurer (the last two offices may be united in one person) and such other
officers as the board of directors may from time to time appoint. Each officer
shall hold his position for a term of one year and until his successor is duly elected
and qualified, or until his resignation is requested by -Hip board of directors or
the executive committee.

DUTIES OF OFFICERS

SEC. 8. The chairman of the board of which he shall be a member, shall pre-
side at all meetings of the stockholders and directors; shall be the chairman and
Presiding officer of all committees except the executive committee; shall appoint
all committees, except that the board of directors at its first meeting held after
the adoption of these by-laws shall appoint the executive committee; shall per-
form all the duties of the president in the event of the latter's absence or disa-
lollity, and such other duties as may be lawfully required of him by the board of
directors or the executive committee.
SEC. 9. The president shall be a member of the board; shall be the chief execu-

tive officer of the company; shall have general charge of the business of the com-
PanY, subject to the lawful control of the board of directors and the executive
committee; shall perform all the duties of the chairman of the board in the event
of the latter's absence or disability; and he shall perform such other duties as
may be required of him by the by-laws, and such as may be lawfully required
by the board of directors and the executive committee. The president shall
have the right to prescribe the duties of the vice presidents and other officers,
except the chairman of the board, when not prescribed by the board of directors
or the executive committee.

THE TREASURER

SEC. 10. The treasurer shall have the custody of the funds and securities of the
company and shall deposit its money in the name of the company in such bank
fie the board of directors may designate. He shall render a full and particular
statement of his cash accounts as often as called for by the board of directors or
the executive committee, showing the condition of the company's affairs. He
shall perform such other duties as the board of directors or the executive corn-
Mittee may require. No money shall be drawn from any bank or other deposi-
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tory, except on checks signed by the president or vice president and by the
treasurer. The treasurer shall not give such bond as the board of directors or
the executive committee may require.

THE SECRETARY

SEC. 11. The secretary shall give due notice of all meetings of the stockholders
and directors; shall report the proceedings of all meetings in a book of minutes;
shall perform all other duties pertaining to his office and such as may be required
of him by the board of directors or the executive committee.

STOCK CERTIFICATES

SEC. 12. Certificates of stock shall be signed by the president and counter-
signed by the secretary and shall be in such form and words as the board of
directors may determine. No transfer of stock shall be valid unless entered on
the books of the company.

SPECIAL MEETINGS

SEC. 13. Special meetings of the stockholders, the board of directors, and the
executive committee may be called at any time by the chairman of the board,
or by the president, or, upon written request of any five directors, by the treasurer,
on 24 hours' notice; and the chairman of any committee may call it in special
Session at any time on such notice as he may determine upon. At special meet-
ings lawfully called a quorum shall be authorized to transact any business that
could be transacted at a regular meeting.

BY-LAWS

SEC. 14. These by-laws may be changed or amended at any meeting of the
directors and shall be subject to revision, modification or repeal by the stock-
holders at any meeting.

SEAL

SEC. 15. The board of directors shall be authorized to adopt a seal.
SEc. 16. All meetings of the stockholders, directors, and committees shall be

held at the company's office.
SEC. 17. When any meeting day provided by these by-laws shall fall on a legal

holiday, the meeting for that day shall be held on the first day thereafter that

shall not be a legal holiday.

FIRST NATIONAL ASSOCIATES—ATLANTA

A special meeting of the stockholders of the First National Associates was

held January 15, 1930, and the following amendments to the by-laws were made

at this meeting:
Section 1 of the by-laws was amended to read as follows:
"There shall be an annual meeting of the stockholders on Friday after the

second Tuesday of January of each year, at 11 o'clock a. m., for the purpose of
electing directors and transacting any other business that may lawfully come
before an annual meeting. A majority of the capital stock at the annual meeting

or at any other meeting shall constitute a quorum."
Section 5 of the by-laws was amended to read as follows:
"At each annual meeting of the stockholders a board of not less than five

directors shall be elected and amajority shall constitute a quorum for the trans-

action of business at any meeting lawfully held. The directors so elected shall

hold office for one year and until their successors are elected and have qualified.

Any vacancy that may occur, either by resignation or otherwise, may be filled

by the remaining directors at any regular or at any special meeting called for

that purpose on proper notice to each director."

Section 5 of the by-laws was amended to read as follows:
"The regular meetings of the board of directors shall be held Friday after the

second Tuesday immediately after the adjournment of the stockholders' annual

meeting and thereafter on Friday after the second Tuesday in March, June,

September, and December at 11 o'clock a. m."

Section 6 of the by-laws was amended to read as follows:

"The chairman of the board, after each annual meeting, shall appoint siX

members of the board who, with the chairman, the president, and such 
other
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officers of the company as from time to time shall be called by the committee to
act with it, shall constitute the executive committee. The executive committee
shall meet on Friday after the second Tuesday of February, April, May, July,
August, October, and November at 11 o'clock a. m.; shall have the full authority
of the board when the board has not otherwise directed; and shall keep records
of its meetings and actions to be submitted to the board for its approval, and a
majority of its members shall be necessary for a quorum. Its chairman shall
Preside at all its meetings and shall perform such other duties as the committee
May direct. Each member shall receive a fee of $10 for each meeting he attends."
At a meeting of the board of directors of the First National Associates held

March 11, 1930, the following amendments to the by-laws were made:

S̀ection 5 of the by-laws was amended to read as follows:
Sc. 5. The regular meetings of the board of directors shall be held imme-

ulately after the adjournment of the stockholders' annual meeting and thereafter
on the second Tuesday in each month at 5.20 o'clock p. m., or as soon thereafter
as the meeting of the board of directors of the First National Co. held on that
day shall adjourn.

Section 6 of the by-laws was amended to read as follows:
. 'SEC. 6. The chairman of the board after each annual meeting shall appoint
six members of the board, who, with the chairman, the president, and such other
officers of the company as from time to time shall be called by the committee to
act With it, shall constitute the executive committee. The executive committee
shall meet when called by the chairman of the committee, the chairman of the
oard or the president shall have the full authority of the board when the board

, as not otherwise directed, and shall keep records of its meetings and actions to
Pe submitted to the board for its approval, and a majority of its members shall
oe necessary for a quorum. Its chairman shall preside at all its meetings and
Shall perform such other duties as the committee may direct."

EXHIBIT B

DIRECTORS OF FIRST NATIONAL ASSOCIATES

Lee Aslicraft, president Ashcraft-Wilkinson Co., Atlanta.
James L. Dickey, president Dickey-Mangham Co., Atlanta.
Harry L. English, president Chattahoochee Brick Co., Atlanta.
Thomas K. Glenn, chairman Board First National Bank of Atlanta.
1. N. Goddard, vice president and general manager Conklin Tin Plate &

metal Co., Atlanta.
11... H. Nunnally, president the Nunnally Co., Atlanta.
-Deo S. Read, president Southern Bell Telephone & Telegraph Co., Atlanta.
C. A. Wickersham, president Atlanta & West Point Railway, Atlanta.
David Woodward, president Woodward Investment Co., Atlanta.
J.. S. Floyd, president Interstate Investment Co., Atlanta.
• P. Houlihan, president Liberty Bank & Trust Co., Savannah, Ga.

John K. Ottley, president First National Bank of Atlanta.
Attonlikaer.t F. Maddox, chairman executive committee First National Bank of

James D. Robinson, executive vice-president First National Bank of Atlanta.
Robert Strickland, jr., vice president First National Bank of Atlanta.
.„1-1• Warner Martin, vice president First National Bank of Atlanta.
R. Clyde Williams, vice president First National Bank of Atlanta.
A. E. Thornton, attorney First National Bank of Atlanta.
,m. R. Wilkinson, chairman of board Ashcraft-Wilkinson Co., Atlanta.
4, • W. Woodruff, president Coca-Cola Co., Atlanta.
J. R. Campbell, chairman of board Campbell Coal Co., Atlanta.

t. A. Stubbs, vice president First National Bank of Atlanta.• Woodruff, capitalist, Atlanta.
_0. C. Dobbs, capitalist, Atlanta.
[homes P. Hinman, dean Atlanta Southern Dental College, Atlanta.

H. Inman, capitalist, Atlanta.
• C. Payne, Payne & Jones, attorneys, Atlanta.
(lward C. Peters, president Peters Land Co., Atlanta.
E. Allen, president Continental Trust Co., Macon, Ga.

eo. F. Nixon, president First National Bank, Rome, Ga.
.„,r. E. May, president National Exchange Bank, Augusta, Ga.
L. S. Fleming, president Fourth National Bank, Columbus, Ga.
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Char-
ter
No.

1559
None.

None.

Date

1865
18911891

1922

None. 1929

1880 1871

4691 1892

None. 1890

2368 1877

None. 1889

None. 1892
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EXHIBIT C

First national group

Name

First National Bank..
Trust Co. of Georgia;
stock held by trus.
tees for prorate bene-
fit of shareholders
of First National
Bank.

First National Asso-  do
elates; entire capi-
tal owned by Trust
Co. of Georgia,
owns a controlling
interest in each of
the following banks
and corporations.
First National
Co.

National Ex- Augusta__
change Bank.

Fourth N a - Columbus.
tional Bank.

Continental Macon__
Trust Co.

First National Rome 
Bank.

Liberty Bank & I Savannah_
Trust Co.

Atlanta Savings Atlanta
Bank.

I Represents capital structure.

Location Capital

Atlanta... $5, 400,000.00
 do.. _ . 2, 000, 000. 00

400, 000. 00

Exhibit J

Surplus and
undivided Deposits

profits

$6, 664, 351. 7
2, 946, 724. 4

661, 672. 26

$91,015,331.07
2, 286, 503. 98

Total re-
MIMEO

$198, 009, 181.11
8, 236, 180.

I None. 1, 001,672. 26

do....1, OK 000.00 1, 843, 080. 59 'None.

400, 000. 00 197, 417. 58 2, 776, 696. 96

300, 000. 00 124, 976. 26 1, 625, 427. 78

350, 000 00 228, 836. 80 4, 173, 615.80

150, 000. 00 268, 687. 71 2, 752, 793. 39

600, 000. 00 154, 916. 61 4, 690, 874. 42

100, 000. 00 261, 591. 47 58, 251. 70

2, 843, 080. 59

3,806, 768 88

2, 074, 425. 80

4, 801, 522. 81

3, 373, 692.'

5, 601. 154.70

669, 528. 88

10, 700, 000. 00 13, 352, 255. 48  140, 477, 207.51

Mr. STRONG. Mr. Ottley! I will say to you that I think you have
taken an unusually fair position.

I, of course, do not .agree, however, that your group banking has
proceeded under sanction of law. The intention of Congress, when
it passed the McFadden Act, was to permit national banks to engage
in branch banking only in the city where the parent bank was located,
but, unfortunately, not knowing that group banking was to come
upon us, we used the word. "branches"; that they should not have
"branches" outside of the city of the parent bank. Of course, when
you go around the law and put m groups instead of branches, I do
not thinkiyou can hardly say that t is done with sanction of law, but,
rather, in avoidance of the law..
What I would like to examine you. about and to get your opinion

on is this: How far do you think it is safe to let the money and
credits of the United States be controlled by small groups of men?
Mr. OTTLEY. Mr. Chairman, I want to be perfectly frank in anY

answer that I give, and I would like to have you just enlarge a little
on that question.
Mr. STRONG. The reason that I have opposed branch banking,

group banking, and chain banking, is that I have the fear that, througn,
their growth and mergers and amalgamations, eventually we will
have all the money and credits of this national controlled by a feW
groups of men, who, through working together, can dominate and
control the country.
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It was proposed first by a Comptroller of the Currency that we
Should let national banks meet the competition of State banks that
'ere allowed branches, by permitting national banks likewise to have
B,ranches in States where they permitted the State banks to have
floril, but to confine them to the city in which the parent bank was
ocated. Now, group , banking has been brought into the picture in
order to get around that law, and now the Comptroller of the Cur-

comes before us and recommends that we have branch banking,
ll'hich he thinks will curb group banking the same as you suggest, but
to limit branch banking to trade areas. •
The term "trade areas" has been rather indefinitely defined, but

'ne best definition tha I think we got was that territory where a
oney center attracted the trade of the tenitory, and Governor
°ung thought that perhaps there might be 37, indicating that the

-roderal Reserve Board had given some thought to how many areas
there should be, although they said they were not ready to submit
their conclusions to us.
Now, your suggestion is that you should have branch banking to

tIgment your group banking in order to take care of the little town,
"Cause you do not want in your group any bank that is not a money
inaker, but you want to serve the little town that can not support a
111°11eY-making bank with a branch, and you say you think that if
You were allowed to have extended branch banking, your banks would
go into it. How far would you want to extend that, and would not
Your plan lead to a control of money and credits.
Mr. OTTLEY. I thank you for your explanation.

, Mr. STRONG. It is rather long and probably involved, but I hope
I got the idea over.
Mr. OTTLEY. I have tried in my statement, in a very limited way,

!"° Cover that, but I would be glad to explain further that I think that

1:111 the cities that were large enough throughout the country, branchanking would develop within the area. I think the trade area,

reasured by my yardstick, is the hardest nut that your committee
8 eing to have to crack.
Alr. STRONG. We appreciate that.
Mr. OTTLEY. Now, you will recall that when our Federal reserve

7stein was established and it was decided that we should have 12
,ederal reserve districts, there were, I believe, 130 places in the
united States that put a dot on their city and took a string and drew
circle and made that city the exact center of that territory.

t. Now, a very careful study, of course, was given by the organiza-
,1" Committee, and it resulted in the establishment of 12 Federal
._eserve districts, and I think that in the main those 12 Federal
rseserve districts have to a very large extent established or, you might
Y, put an emphasis on what might be considered a trade area,rd I think that possibly some cities might not cover the entire area,
I think that when it would come to what you have in mind, the

tloentration of credit, that certainly this country would be safe
Z°01 any monopoly if the trade areas within Federal reserve districts
were adopted.

great many corporations are beginning, in the operation of their
t,"sinesses, both in sales organization and m finances, to adopt those
fkle areas.
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Now, in my statement I have cited, as the trade area of Atlanta,-
the sixth Federal reserve district. When that district was estab-
lished, we felt in Atlanta that certain portions of the Carolinas should
come within the Atlanta area; for instance, the South Carolina line
is only 100 miles from Atlanta, and that is a very short distance in a-
big section of the country as far as business is concerned, with con-
stant communication, many daily trains, air mail, airplanes, paved
roads, and so forth, constituting very close communication, and, to
be perfectly frank, I think that anything outside of the Federal
reserve district should be the exception rather than the rule, and they
should be measured very carefully.
Mr. STRONG. Your idea is, then, that the taritory covered by each:

Federal reserve bank could very fairly constitute the trade areas of
the nation?
Mr. OTTLEY. I think that should be the basis. I am perfectly-

frank on that.
Mr. STRONG. How many States are there in your district?
Mr. OTTLEY. Well, we have all of Georgia, all of Alabama, all of

Florida, a part of Louisiana, a part of Mississippi, and east Tennessee..
So that we have in whole and in part, six States.
Mr. STRONG. Then your idea would be that the Atlanta bank

should be allowed to have branch banking to cover those six States?
Do you not really relieve, with the advantage you have secured bY
the building of your group, that if branch banking were allowed and
limited to all of the sixth Federal reserve district area, your group.
would dominate and control the banking of the sixth district in the
course of time? I ask you that as a fair proposition.
Mr. OTTLEY. Well, I am too modest a man to agree to that.
Mr. STRONG. Would you set aside your modesty by saying what

you think would be the situation 25 years from now?
Mr. OTTLEY. I will be perfectly frank with you. There is another

banking institution, with headquarters at Savannah, that has a large
branch, as I pointed out, m Atlanta, and that has branches in the
State. It is a large and successful institution. Then there are banks
in other cities, such as in Birmingham and in New Orleans, and they
are large banks, that have the capital and the experience to establish
branches if branch banking should be allowed, and I do not think
there would be any basis for .thinking that either the First National
or any other bank would dominate the banks in so large a territory as
the sixth Federal reserve district.
In other words, I think that competitionis the life of trade, and

banking is to-day, I believe, one of the most highly competitive'
businesses we have and I do not see any reason to suspect or to suppose,
that there would not be a number of different systems.
Mr. STRONG. But you have destroyed the competitive feature of

banking in Atlanta and in the trade area served by your grouP'
banks, have you not?
Mr. OTTLEY. I beg your pardon; we have not.
Mr. STRONG. You then think that there would be probably five

or six groups dominating in the sixth Federal reserve district?
MT. OTTLEY. Yes, sir.
Mr. STRONG. Do you not really think that if combinations in

banking. result in better banking, less .overhead expense, and se'
forth, that eventually those six groups will get together—and I sin

3

3
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taking a term of years—and that they will say that in the interest of
reducing overhead costs, better banking and better facilities, it
Would be a good think for them to unite their banks through mergers
and to have one or perhaps two banks? Would not that naturally
occur to them as proper?
Mr. OTTLEY. Mr. Chairman, I am not a prophet or even a son of a

Prophet, and as to what will happen in 25 years I have not even a
remote forecast, but, having been in the banking business all my life,
and having had to fight for everything that either I personally or my
bank has gotten, and looking at other lines of business, it is my
°Pinion that whenever profits in any line of business are sufficiently
great, that that will produce competition..
Mr. STRONG. How long have you been in the banking business?
Mr. OTTLEY. I am ashamed to tell you—all Tay life.
Mr. STRONG. How long have you been actively engaged in the

uankmg business?
Mr. OTTLEY. Forty years in Atlanta.
Mr. BRAND. Prior to that time, what experience did you have as a

banker?
Mr. OTTLEY. I started in the Boatmen's Bank, as a boy, in St.

Louis, and cashier in a country bank in Mississippi. Then I came to
Atlanta in 1890 w;th the same bank with which I am now connected.
Mr. STRONG. What position did you first take?
Mr. OTTLEY. I started in what was then the American Trust &

,Banking Co., as assistant cashier, which was the bottom office in the
bank.
Mr. STRONG. And how many banks have you now in your group?
Mr. OTTLEY. Eight.
Mr. STRONG. When did you commence to expand in that group?
,Mr. OTTLEY. We started our expansion about eight years ago,

w191 branches in Atlanta and in that vicinity. Within a year ago
this .last January, we started—well, several years ago we acquired
One in Macon—but last year we acquired part of them and the last
One about three months ago.
Mr. STRONG. For 32 years, then, you were a unit banker in Atlanta?
Mr. OTTLEY. Yes, sir.
Mr. STRONG. And for eight years you have been a branch banker

and a group banker?
Mr. OTTLEY. Yes, sir.

n. Mr. STRONG. During those eight years, you have gotten together
'Ight group banks with 10 branches, comprising 18 banking institu-tions?
Mr. OTTLEY. Yes, sir.
Mr. STRONG. That has occurred in eight years?
Mr. OTTLEY. Yes, sir.

n Mr. STRONG. I was just going to suggest something that might
rn to you a little foolish, namely, what would happen, in 25 years.
might be said that I could make predictions ahead for 25 years with

rrrie degree of safety from the fact that I do not expect to be here 25
.:Tare from now, and that I run no danger of being confronted with
e charge that I was a false prophet, but, if you should continue at

f,°nr present rate for 25 years, at the same ratio, do you not believe
J°11 will cover your whole Federal Reserve district?
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Mr. OTTLEY. Why, Mr. Chairman 
Mr. STRONG. I am not saying it would not be to the advantage ol

the district, but I am asking you if you do not think that is reasonable?
Mr. OTTLEY. Suppose that is true. The point I intended to convey

and would like to convey now, is just what the First National Bank
could do, there is nothing to stop anybody else from doing.
Mr. STRONG. I appreciate that.
Mr. OTTLEY. And there are, at the present time 16 branches,

owned and operated by State banks in Georgia, independent of the
First National Bank of Atlanta and the national bank in Savannah.
Mr. STRONG. But it is generally admitted that if Congress should

permit national banks to override State lines, the State banks will
probably go out of business or convert to national banks, because
they would only have the right to have branch banking within the
State. But the proposition proposed now is to have branch banking
within Federal reserve districts and even in your district that would
cover six States, which naturally represents a very large handicap or
the State banks and I think would cause them either to go out oi
business or change their charters to national bank charters, so that
gradually State banks, with the group banking, and chain banking
will be eliminated and you will have, in the sixth Federal reserve
district, and may be one and maybe four or five systems of large
branch banks established.
Now my idea is that it might become an advantage to those three

or four or five groups to say, "Here; there is no use of our fighting
each other for business. Let us merge into one or two groups with
friendly working relation with each other."
Would they not dominate and control the money and credit of thal

district if that should happen?
Mr. OTTLEY. Mr. Chairman, I would say that there is nothing al

the present time to prevent, by law, the consolidation of all of th(
banks in a given city into one bank, even under the unit system.
Mr. STRONG. That is what I am getting to.
Mr. OTTLEY. I mean now. There is nothing to prevent that at all
Mr. STRONG. You think that would be desirable?
Mr. OTTLEY. I do not, but I do not think there is anything t(

prevent it, and I think that it would not be desirable. I believe that
bankers in any city, if they were reasonable, intelligent—and certainl)
if they were intelligent enough to be in the banking business in thy
competitive day—would realize that that was not good business—noi
good for the public—and it is my humble thought that what is goo(
Tor the public in the end is good for the banks, and what is not goo(
for the public in the end is not good for the banks, because they are
to say the least, in my judgment, at least semipublic institutions an
I do not know of any city in which that has happened.
I do not believe that in any city of any size that will ever happen

because, if you should take 10 banks in a city and consolidate thein
into 1, overnight there would be another, another, and another.
Mr. STRONG. You do not think it would be a good thing to allow

two or three groups to control the money and credit of your district?
Mr. OTTLEY. When you have two, you have competition in bank

ing, but, Mr. Chairman, I should like to say this, that I do not think
there is any more likelihood of those groups combining than there
would be of unit banks in the several cities in that district combining
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, Mr. STRONG. Yes, but they told us when we passed the McFadden
D ill there would not be any likelihood of anyone wanting to extend
branch banking outside of the city where located. They said there
WS no need of it, and that it was simply wanted within the city
Within which the parent bank happened to be located, to meet the
competition of State banks, but we have found they were mistaken
or insincere.
You do not think it would be a good thing for this Federal reserve

district—and naturally that would apply to the people and districts
all over the country—to have its money and credits controlled by
two or three groups in those six States?
Mr. OTTLEY. What I should like to say for the record is that defi-

nitely I think it would be a very bad thing for the money and credit
to be controlled by one group.
Mr. STRONG. Yes, sir.
Mr. OTTLEY. But now, when you come to the question of three,

Why I do not know that I would be so sure of that.
Mr. STRONG. You would not be so sure if it was only two?
Mr. OTTLEY. In other words, this is just my opinion expressed to

You in an effort to meet your question fairly. It is my opinion that,
With the number of strong individual unit banks in the sixth Federal
reserve district, if you announced branch banking tomorrow within
Federal reserve district lines, you would likely have half a dozen right
now.
Mr. STRONG. But you do not think one would be a good thing?
Mr. OTTLEY. No, sir.
Mr. STRONG. Then, do you think Congress should pass laws pre-

venting, through group banking or any other form of banking, the
alnalgamation or the merger of those groups in those districts, or if
You do not think so, what restrictions do you think we should pass?
Mr. OTTLEY. I think in the interest of the public there should

certainly be restrictions or if they got below a given number, either
he Comptroller of the Currency or some governmental agency should
nave discretion to stop it; in other words, I come back to my original
.proposition that I do not think it should come down to one. I think
it should be confined to two or more.
Mr. STRONG. I am advised that Mr. Luce has to attend a meeting,

and I shall yield to him at this point.
Mr. LucE. I thank the chairman for his courtesy in yielding to

I see, Mr. Ottley, by Exhibit C, which is the statistical exhibit
relating to your statement, that the Trust Co. of Georgia owns all ,
of the stock of the First National Associates, and the First National
,.'esociates own a controlling interest in the stock of eight other
eanks, and in turn the Trust Co. of Georgia stock is held by the
1Tustees for the benefit of the shareholders of the First National
-116ank. That brings the control of this whole set-up to the First
National Bank.
, Much criticism is being expressed of the complicated arrangements,
13Y which it turns out, in the last analysis, that a few men or one man
IllaY control a network of corporations, which makes it difficult for
Investors to understand the true situation and is thought by some
to endanger minority holders.
What is the reason for this complication in your case?
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Mr. OTTLEY. Well, in the first place, by law a national bank can
not own stock of any kind. The Federal reserve bank stock, I under-
stand, is the only stock permitted by law for a national bank to own;
so the idea of this set-up or similar set-ups—it can be done in several
different ways—the main idea is to maintain the same list of share-
holders in the First National Associates as are maintained in the
banks. Consequently the only certificate of stock that is issued is
the stock of the First National Bank, and there is an indorsement on
the back of it showing that the shares of the Trust Co. of Georgia
are held for the beneficial interest of the shareholders in the First
National Bank.
Mr. LUCE. If the results not contemplated by the existing law are

secured in this fashion—without raising any question of whether such
evasion of law is reprehensible or not, but assuming for the moment
there is nothing questionable about it—do you not think that the exist-
ing law should be changed so as to get rid of these complications?
Mr. OTTLEY. I am very frank to say to you that I think—as far as

my opinion is worth anything—that it should be changed to simplify
the situation and that the interests of the country and banking would
be best served by permitting branch banking. That would simplify
the very things to which you refer.
Mr. LUCE. That would not, of itself, remove this pyramiding of

corporations nor meet the view about protecting the rights of minority
stockholders.
Mr. OTTLEY. I hold no brief for the particular form of this. As a

matter of fact you probably noticed in my paper that I stated if we
are going to progress, instead of the holding company being a sub-
sidiary company, it is my opinion that it would be simpler for the
holding company to be the major company and for that company to
own directly the stocks of these other institutions.
Mr. LUCE. Has this title "Trust Co. of Georgia" any significance

in the word " trust "?
Mr: OTTLEY. Yes sir; that has, for the reason that that Trust Co.,

with its capital of $2,000,000 and surplus and undivided profits of
$2,946,000 is what its name implies; that is, it is the first trust company,
organized in the State of Georgia and the business of that company Is
confined strictly to trust business and exclusively that business.
Mr. LUCE. Do your other banks turn over to it all the trust business

or do they continue to do a trust business?
Mr. OTTLEY. Under the law, the First National Bank, by approval

of the Federal reserve board, has trust powers. If you come into the
First National Bank with a trust business you are referred to the
Trust Co. of Georgia. If you say for any reason, "I prefer to have a
national bank act as my executor, trustee, etc.," why, we say, "All
right." But what I mean is that the First National Bank, while it
does a banking business, has two vice presidents who are trust officers,
in addition to being vice presidents. If anybody insists or prefers s
national bank to handle their trust business, we do it. But the Trust
Co. of Georgia does a trust business.
Mr. LUCE. Will you tell us about the relations between the Trust

Co. of Georgia and the First National Co., which, I take it, is a
securities company?
Mr. OTTLEY. Yes, sir; the First National Co. is a securities companl

and they do the usual business done by such companies connected
with banks throughout the country.
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Mr. LUCE. Does the Trust Co. of Georgia, having at issue the dis-
Pos.al of $1,000,000 say, that has been turned over to it in trust—does
it, itself, continue to buy securities, or does it turn to the First National
Co. and have the First National Co. buy the securities?
Mr. OTTLEY. The First National of Georgia is not engaged in

either the purchase or sale of securities.
Mr. LUCE. What do they do with their money?
Mr. OTTLEY. They simply invest it. When I say purchase and

sale,. I mean that in the proper sense; that is, they do not do any
trading. They make loans on real estate and own certain bonds, and
employ their capital to earn an income on it in addition to the income
Which they receive from the trust business proper. But so far as the
Purchase and sale of securities to the public are concerned, that is
conducted by the First National Co.
. Mr. LUCE. Suppose some industrial amalgamation is in progress

New York and you are notified of a chance to participate. Who
lurnishes the money?
Mr. OTTLEY. The First National Co.
Mr. LUCE. Where do they get it?

• Mr. OTTLEY. If they have it themselves, they use their own money.
if they need additional money, they are in a position to borrow it and
du borrow it.
Mr. LUCE. Does the First National Bank, for .example, get a chance

to get into this distribution, through the First National Bank of
A.tlanta?
., Mr. OTTLEY. The profit on the transaction you referred to in the
last few moments is earned by the First National Co., which, in

tiro, at the end of the year, is the same thing as the First Nationalrank, since it is all one. But I mean the bank does not engage in
lose participations. They are handled by the First National
rilst 

Co.

. Mr. LUCE. NI v questions are directed to find out how this situa-
tIon meets the charge that when securities of less assured safety are
!ssued in New York and distributed throughout the country, banks
In such places as Atlanta are virtually compelled to take a share in
that issue, through the probability that if they decline because their

,judgment is against it, they will not have a chance in other
‘ustributions; and the further charge that where there are these
e,,olithinations, it is possible for a bank which does not readily sell
1ms or that type of securities, to work them off by investing them in
'rust funds which have been put at the command of the bank.
Do I make myself clear?
Mr: OTTLEY. Yes; you make yourself clear. In answer to your

question I would say that the First National Co. is organized
and does the business to which you refer. Now, if that company
should acquire securities that they could not sell and should go
tEtkead and invest in them assets which they hold for trust purposes,
„eY would be doing that certainly contrary to law and contrary to
'lie custom in this institution as well.
Mr. LUCE. Now, a final question 

e Mr.. OTTLEY. Just one minute further: You have a member of your
„?mmittee here who is a lawyer from Georgia who will tell you that
'lie law is very specific as to what can be done unless authorized
linder the
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Mr. LUCE. We have been confronted this year by the tangled
situation of a joint stock land bank in Kansas City—and by the waYr
I would say for the benefit of the committee, a full statement of the
proposal by the stockholders in that matter is printed in this morn-
mg's United States Daily—and in that situation the trouble arose
from the opportunity of the management to invest in doubtful
securities, indulge in promotion and to resort to various types of
questionable banking.
That naturally prompts us to examine bank set-ups to see if theY

furnish the same opportunity, regardless of whether they are in
righteous hands.
Now, let me turn to the last institution on this sheet, the Atlanta

Savings Bank, which seems to have deposits of only $58,258. I au.,1,
unfamiliar with the situation of savings deposits in the South. Will

you explain why that is so trivial?
Mr. OTTLEY. Yes, sir; I shall be glad to. The Atlanta Savings

Bank has a very old charter; it was originally chartered by the
Legislature of the State. It does not solicit deposits and the nominal
amount of deposits are simply deposits to comply with a decision
of the Supreme Court of Georgia.
The business of the Atlanta Savings Bank is strictly confined W

the lending of money on real estate by way of mortgages for itself
and for its clients. Those clients are individuals, but very largell
represent life insurance companies. They represent, as loan corre-
spondents, several life insurance companies, the custom being that in
some of the cases they make the loans out of their own funds and thei
present them to the life insurance companies as completed transae;
tions. But they do not solicit deposits and I hope I have made myseil
clear that they simply accept, as a matter of fact, a few deposits to
comply with a decision that was rendered by the Supreme Court of

Georgia quite a number of years ago. They are not in the deposit°
business. The real estate mortgage loan business is their real business.
Mr. LUCE. If a wage earner in Atlanta wishes, against the needs

of sickness and old age, to lay aside a few dollars every month to
put in some bank, where does he go?
Mr. OTTLEY. The First National Bank. There are several strictlY

savings banks in the city and, in addition to that, the commercig
banks all have savings deposits.
Mr. LUCE. What is the customary rate of interest you are payingt
Mr. OTTLEY. The rate of interest of the First National Bank $

3% per cent per annum.
Mr. LUCE. Are those funds separated in any way from the other

funds of the bank?
Mr. OTTLEY. No, sir; they are not.
Mr. LUCE. Has it ever been discussed in your neighborhood that

the savings of the poor deserve particular protection?
Mr. OTTLEY. Well, of course, that matter has been discussed frau

time to time—certainly in print—at various times by different people.
Mr. LUCE. Does it seem to you proper that we should permit

national banks to mix the funds of those depositors with those pt.it
in by men engaged in commercial enterprise who are, as a rule, 10

a much better position to hazard the risks of a commercial bank?
Mr. OTTLEY. Well, I think that is a question perhaps not as

simple as it sounds, for this reason, that you take a large number
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of people of very small means that carry their accounts in what are
termed straight checking accounts; that is to say, they are on deposit
!ubject to check, people who carry their household accounts and
„nave them immediately- available. There are really thousands of
wlat type of people and they do not receive any interest on that at
all—on those small accounts subject to check.
. Theoretically it would seem, at first blush, that your question would
Indicate that the savings accounts were those of the poor or of very
nioderate means. On the other hand, the savings deposits, by dollars,
are not represented by people such as you would imagine, but theyare the thrifty people. Corporations have surplus money from timeto time and in order to produce interest they will put it into a savings
Recount to draw 3% per cent interest. So, I would say that the major
Portion of the accounts, not necessarily by numbers, but by dollars,are represented by owners other than the class of people that you
Particularly have in mind, but that taken into consideration and to
?Aenie out with a clear, flat answer to your question, I would say that
1,1 customers were dealing with a national bank, they should all be
'rested alike and particularly the man who has $100 and comes and
Puts it to his account subject to check and does not draw interest on

With the man who puts $100 in a savings account and draws interest
!II it which, in another way of speaking, means that one man is
?Positing money and another man is lending it. I do not think
there should be any difference between one class of customers and
Mother class.
„ Mr. LUCE. I should like to pursue the inquiry, but I must leave.
:t will simply say that your point of view is not that of the law-makers
• my own neighborhood for in New England we find a trust corn-

compelled by law to segregate its savings deposits, although
Pext door a national bank, which is beyond the reach of a State
'egislature, allowed to mingle those deposits. Our belief is that
savin, gs have a peculiar sanctity and should be segregated.
• Mr. STRONG. Mr. Wingo has an engagement that is pressing and
',will yield my questioning to him in order to permit him to question
t'oe witness before he has to leave.
Mr. WINGO. As I understand it, your holding company or parent

cellipany is the Trust Co. of Georgia?
Mr. OTTLEY. No; our holding company is the First National

4880cia tee.
Mr. WINGO. And all of the stock of that is owned by the Trust Co.

of Georgia?
MT. OTTLEY. Yes, sir.
Mr. WINGO. So at the top of your structure is the Trust Co. of

'eorgia, which owns all of the stock of the First National Associates,
tl.k1 the First National Associates, in turn, own a controlling interest
4tt the different unit banks that compose your group?
Mr. OTTLEY. That is correct.
Mr. WINGO. That is the structure?

_ Mr. OTTLEY. On the other hand, the First National Bank, I really
would take it, is the head, in that that is the stock held by the public

the ownership of the Trust Co. of Georgia stock is indorsed on
*at certificate, so the shareholders really own the First National
15413.1c and likewise the Trust Co. of Georgia.
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Mr. WINGO. Well, in other words, your corporation at the head—
the Trust Co. of Georgia—its shares are owned by the shareholders'
of the First National Bank?
Mr. OTTLEY. Yes sir.
Mr. WINGO. And the connection is not a corporate connectiour

it is the similarity in identity of the stockholders?
Mr. OTTLEY. Yes, sir.
Mr. WINGO. As far as the corporate identity is concerned, the'

prima facie one is the Trust Co. of Georgia whose stock is owned br
the First National Associates, and the First National Associates if
the corporation that owns the controlling stock in the different small
corporations that constitute the unit banks in your so-called group? ,
Mr. OTTLEY. Yes, Sir.
Mr. WINGO. Do you find that structure gives you effective contra

of the different unit banks?
Mr. OTTLEY. Yes, sir.
Mr. WINGO. And you are enabled to dominate those banks so as

to protect your shareholders against improvident loans by the small
banks constituting your group?
Mr. OTTLEY. I do not know whether you were here when I read

my original paper.
Mr. WINGO. No; and I have not read it all. The point I waut

to get is this: Here is a proposition that you have set up there—
Mr. OTTLEY. I think I can tell you in one second what I think'

you want to know and that is that in those affiliated banks, each one"
of those banks has an officer of the First National Bank as a director

in that institution. Next, we have a vice president who gives his
exclusive time to 
Mr. WINGO. If you will pardon me, you have set all this out

your previous statement. The record shows it. My question is-
bottomed upon what you said before; that is, you have found, WI
practical experience, that the set-up which you explained, and Or
connection by which you dominate and control these unit banks,.
has been effective in practice to the extent you have protected your
stockholders in the parent association against improvident man'
agement of the individual units of your system.
Mr. OTTLEY. Yes.
Mr. WINGO. Nothing but necessity puts you in the group banking

business. If you had been authorized to conduct branch banking'
within trade areas, you would be engaged in that?
Mr. OTTLEY. Yes, sir.
Mr. Armco. Do you regard branch banking as the most efficient

and economical method of banking?
Mr. OTTLEY. Yes, sir.
Mr. WINGO. You were one of the receivers of the Witham chain'

banks that failed a few years ago?
Mr. OTTLEY. Yes, sir.
Mr. WINGO. How many banks were in that chain?
Mr. OTTLEY. Somewhere between 100 and 200.
Mr. WINGO. How many States did they cover?
Mr. OTTLEY. They covered Georgia and Florida and I think per

haps some in New Jersey and some in New York.
Mr. WINGO. They were scattered around considerably and

were not confined to any particular trade area, were they?

1
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Mr. OTTLEY. No.
Mr. WINGO. They failed, did they not?
Mr. OTTLEY. A great many of them did. All of them did not
Mr. FENN. Did you say they all failed?
Mr. OTTLEY. No, sir.
Mr. PENN. Pardon me; I did not hear the witness's answer.Mr. WINGO. How many failed?
Mr. OTTLEY. Well, I have not the record on that, but I would just

BilnP137 say two-thirds of them failed.
Mr. WINGO. Approximately—that isM  all I wanted.
Mr. OTTLEY. Two-thirds to three-quarters.
Mr. WINGO. And the rest of the pins in that alley would have fallen

t('Ivti if you, as receiver, had not taken hold of them? I think that
1,8a fair way to put it—that the pins were falling down and when two-
thirds of them fell down they were put into the hands of a receiver
and you took charge as receiver?
, Mr. OTTLEY. I should like to refresh your memory on that, or atI 

state exactly what happened. I was not receiver of the Witham
,ks. They were never put into the hands of receivers, but what
'QV did was they had a concern known as the Bankers Trust Co.,
_Ma the Bankers Trust Co. went into the hands of receivers and I
Was one of the three receivers.
The Bankers Trust Co. did not own a control in these banks, nor

°Id they have stock in a great many of them, but their method of
,?Peration was simply a contractual relation; that is to say, this
"5.ankers Trust Co. made a contract with those banks for a compensa-
,Ion Of so much a year to act as what they termed fiscal agents and
e Bankers Trust Co. was the concern that went into the hands of
'eecivers.

Mr. WINGO. And you were one of the receivers of that concern?
Mr. OTTLEY. Yes, sir.

, Mr. WINGO. That is what you might call the parent corporation oftnat chain?
Mr. OTTLEY. Well 

e Mr. WINGO. Either by ownership of stock or by being tied up by
oatraet, they controlled them?
Mr. OTTLEY. It was not by ownership of stock but by contract.
Mr. WINGO. In some cases they owned controlling interest in the

stock?

Mr. OTTLEY. I do not know. So far as that is concerned, I doubt
they owned the control of a single one of the banks; and if they did,Would be probably only one.
Mr. WINGO. But they owned considerable stock?

OTTLEY. Not so much. The founder of that system organized
„arge number of those banks himself.

ohmr. WINGO. He owned quite a large portion of the stock in each
`tite of them, did he not?

OTTLEY. Yes.
WINGO. At any rate, that was known as a chain banking

tern?

h Mr. OTTLEY. That was known as a chain system; yes, sir; but it
could be called strictly a chain system. In a sense it was

o;r unique and in a class by itself; in other words, a chain, group,
°ranch system, as I understand it—and I suppose you do—means

1285



1286 BRANCH, CHAIN, AND GROUP BANKING

ownership. This was rather a peculiar banking system. This
banker conceived the idea of just simply establishing these banks
and making contracts to supervise them for a consideration. That
was the main method. It was not by ownership.
Mr. WINGO. In other words, it was an operating control and not

an ownership control?
Mr. OWLET. Well, now, when you say an operating control, I

should like to go into that a little further. I am trying to give you
clear picture of it. These banks made a contract with the Bankers
Trust Co., we will say, as financial agent for which the bank agreed,
on the one hand, to pay a cash consideration per annum and, on the
other hand, this Bankers Trust Co. agreed to do certain things, which
were to audit the banks and borrow money for them and assist then,'
in investing money when they had a surplus, and so forth. So far a.
the control is concerned, they did not have control and, if I may make
myself clear, there was nothing in the contract that gave them the
control. The control remained with the board of directors.
Mr. WINGO. Technically; yes. I am speaking about the substance

of the thing. That is one reason why they failed. The people
regarded it as a chain, dominated by one man or one group, and when
they saw one link in the chain break, they started a run on the rest
of them.
I am talking of the psychology of it and not of the technical feature

of it. They knew the corporations belonged to one group or one chain
and they got afraid because one link had broken or proven defective
and that precipitated the run.
Mr. OTTLEY. That is the general impression.
Mr. WINGO. That is the danger of chain banking, is it not?
Mr. OTTLEY. Yes.
Mr. WINGO. You are opposed to chain banking?
Mr. OTTLEY. Yes, sir.
Mr. WINGO. You think it is unwise, unsound, and uneconomical?
Mr. OTTLEY. I do.
Mr. WINGO. You regard the branch banking system as the most

economical system that can be established?
Mr. OTTLEY. I do.
Mr. WINGO. What, in your judgment, as a practical banker,

experienced in banking in that part of the country of which your citY
is about the hub, in the South Atlantic States—in your judgment;
in what size community can a unit bank be operated profitablr
What is the minimum size community?
Mr. OTTLEY. I think the population would not be so good a measure

as deposits.
Mr. WINGO. Of course there are exceptions, but as a general rule'

there is a fairly uniform relation between population and banking
resources in business. It may be a very strong community financialli

and otherwise, but taking it by and large over the South Atlantic

States, there is a relation between population and the banking done'

In your judgment, what would be the size of community better

served by a branch than by an independent unit bank, from the
standpoint of population?
Mr. OTTLEY. You have propounded a question that would take

just a little thought. Now, about your population, I think as to 
th:

unit bank, the population would have naturally a bearing but at 
th
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Stune time the question of the business of the surrounding or subordi-
;late territory of that town also has a bearing; that is to say, if you
"ve a purely agricultural territory, with no manufacturing or no
diversification, I think all those questions have their bearing.
Mr. Wixao. In other words, you think it is easier to maintain a

linit.bank system in a community, even if it is small, if the business
is. diversified than in a larger community if the business is not
diversified?
Mr. OTTLEY. Yes, sir.
Mr. WING°. In the last analysis, does not the question of the
1.11ntenance of any bank on a profitable basis depend upon two

taings—one, the available business, and the other, the ability and
character of the management? Can .an independent unit bank
thrive if the public has no confidence m the ability and character
of the management, whereas, in the same community or maybe a
altaller community, a unit bank would thrive if there was a complete
confidence in the ability and integrity of the management? Does
not the personal equasion count more in banking than in manufac-
turing?
Mr. OTTLEY. I think so.
Mr. WINGO. Because you depend, for the greater amount of your

eap4al, on the deposits?
Mr. OTTLEY. Yes, sir.
Mr. WINGO. And deposits depend on confidence?

, Mr. OTTLEY. Yes, sir. The deposits unquestionably depend
largely upon confidence.
, Now, the question about your loans, is a very important but still
a very different matter.
Mr. WINGO. Do your constituent banks, your different units—

'flake loans upon the shares of stock of either the First National Bank
or the Trust Co. of Georgia or the First National Associates?
Mr. OTTLEY. The trust Co. of Georgia occasionally has made, and

;Ipccasionally does make, loans upon stock of the First National Bank.
that is the only transaction of that kind which we make.
. Mr. WINGO. Take one of your small individual unit banks tied up
la your corporation—we will call it a constituent member of your

goup— does it make loans upon the shares of stock of either the Trust0. of 
two? 

Georgia, the First National Associates—either one of those

Mr. OTTLEY. There is only one exception to the rule that they do
riot that I should like to make off the record.
(Discussion off the record.)
Mr. WINGO. Under the law, your banks can make loans upon the

4ocks of each other?
Mr. OTTLEY. Under the law they can.
Mr. WINGO. And in at least one instance they have done it—with-

lit iving the name in your answer?
Mr. OTTLEY. That is correct.
Mr. STRONG. I want to go back, Mr. Ottley,to the line of questions
had adopted. I believe we had reached a point where you thought,

ill order to keep branch banking from being controlled by one or two
gr,oups in the Federal reserve districts, that Congress should pass
"lie law preventing it.

100136-30—voL 2 PT 10-3
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If we should have branch banking throughout the Federal reserve
districts, there should be some law to keep them from being reduced
to one or two groups?
Mr. OTTLEY. I am free to admit there should be a law to prevent

them from being reduced to one group.
Mr. STRONG. Do you not really think if there were two groups and

the dominating minds of the .two groups belonged to the same club,
the same church, and went with the same crowd, they would be very
apt to consult with each other and plan with each other and a borrower
who would want a large line of credit would discover that those two
gentlemen would agree between themselves as to how much they would
give him if they gave him anything at all? Do you not know they
would consult together as two managers of two great combinations?
Mr. OTTLEY. I think it is perfectly reasonable they should and I

think they would.
Mr. STRONG. They would work together if there were two; they

would consult together, because they would work together?
Mr. OTTLEY. I presume so.
Mr. STRONG. Do you think there should be some law to prevent

holding companies from dominating branch banking groups in two or

more Federal reserve districts?
Mr. OTTLEY. Well, the idea I have, Mr. Chairman, as outlined, is

trade areas.
Mr. STRONG. You would not let any one who controls banks in

one trade area go over and control banks in another trade area?
Mr. OTTLEY. That is correct.
Mr. STRONG. You think that would be bad?
Mr. OTTLEY. Yes, sir.
Mr. STRONG. What is the most northerly Stat,e in your district?
Mr. OTTLEY. Tennessee.
Mr. STRONG. You think they should go into Tennessee in your

district but not into Kentucky?
Mr. OTTLEY. I would think, judging from Atlanta, KentuckY

would be out of the trade area.
Mr. STRONG. You do not think they should be allowed to go out

of the trade areas? .
Mr. OTTLEY. No, sir.
Mr. STRONG. Governor. Young, when before this committee,

thought or said it was his opinion that within 50 years we would
have nation-wide branch banking, evidently realizing the human
desire to dominate and control would want to step across those trade
areas. Do you think there is any danger of that?
Mr. OTTLEY. I havde. just said,. Mr. Chairman
Mr. STRONG. Yes; you think it should be kept to trade areas.
Mr. OTTLEY. In my opinion it should be kept within trade areas.
Mr. STRONG. And your idea is that we should say they may have

trade-area branch banking but not let them set up branches in other

than their trade areas? .
Mr. OTTLEY. That is right. . I made the slightest exception. I

am more familiar, naturally, with the sixth Federal reserve district.

You stated that Tennessee is the northern State within our boundaries

and I said going into Kentucky would be out of the trade area of

Atlanta. You took, for instance, as I said, the hardest nut the

committee will have to crack, which is the trade area. Georgia goes

right up to the South Carolina line.
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Mr. STRONG. I know.
, Mr. OTTLEY. I think the trade areas should be restricted to the
Trth Federal reserve district, and if anything over that it should betile exception and should be passed upon by the Federal Reservenoard or the Comptroller of the Currency.
Mr. STRONG. Whatever trade areas we set up, they should be ab-

solutely kept within them?
Mr. OTTLEY. Yes.
Mr. STRONG. Why?

, Mr. OTTLEY. Because of just what apparently is in your mind about
the absorption of credit and money in this country into the hands of
It few. If you did that, you would have 12--
Mr. STRONG. Your idea is if we do not maintain 12 Federal reserve

Yintrlets outside of which branch banking shall not reach or extend
'rom one district to another, there would be a danger of monopoly of
credit and money in the country?
Mr. OTTLEY. Yes, sir.
Mr. STRONG. You think it would be all right to have a monopoly

of money and credit inside of the Federal reserve districts?
, Mr. OTTLEY. The monopoly would be divided by 12, to say the
'east, in the first place, and in the second place, I am not in favor of
a Monopoly in the sense of one banking combination or two 
„ Mr. STRONG. But if you are afraid to let them overlap from one
r ederal reserve district to another because of the fear of monopoly of
Illeney and credit in the United States, are you not afraid of monopoly
of Money and credit inside of the Federal reserve districts?
Mr. OTTLEY. Personally., I am not.
Mr. STRONG. You would not be afraid if you were the man in

control?
Mr. OTTLEY. Mr. Chairman, I do not mean that.

, Mr. STRONG. If you knew that the man in control was able and
nonest and competent, you would not be afraid?
Mr. OTTLEY. TI would not want one individual of any kind in

control.
Mr. STRONG. But you do not think two is bad?
Mr. OTTLEY. I think it would be better if there were three or four.
Mr. STRONG. But you are not afraid 

„Mr. OTTLEY. I can give you a picture along that line, and that is
Pis: You take in the smaller towns, if you had half a dozen groups—
Pranch or group or any other system—a number of those small towns
111 the rural communities would not support more than one bank
under any circumstances, and it would not make any difference
Whether you had five or six or a dozen.
Mr. STRONG. Do you not know, as a matter of fact, when you havetb)ut. one bank in a town, it pretty much dominates and controls the

us/mess of that town?
Mr. OTTLEY. Certainly.
Mr. STRONG. Now, let us get back to this proposition of having

jtvwo or three or four or five great banks having branches within the
ederal reserve district: Would there be any security against the

,cashier of the head bank absconding with the money of the bank?
J:here would not be any protection against that, would there?
. Mr. OTTLEY. In this day and time, all well-regulated banks carry
Insurance policies against that.
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Mr. STRONG. But if you were president of any insurance companY
how would you like to insure a bank spreading over six States and
having 400 or 500 branches that one man dominates and controls
would you like to carry that insurance?
Mr. OTTLEY. Mr. Chairman, you are getting out of my territory

when you get into the insurance field.
Mr. STRONG. Well, I know, but you are a pretty reasonable man

and I imaginea pretty good banker and a pretty good business man
i 

.
I just wonder f you would not want a pretty good premium to insure
a big group of banks. For instance, here was the chain of banks of
which you were receiver, with 100 banks that failed. An insurance
company that carried insurance on those banks would be in a pretty
bad way, would it not?
Mr. OTTLEY. The cause of the failure of those banks is entirely

separate and apart from what you are discussing now—that is,
abscounding.
Mr. STRONG. Yes; I know they said that that failure was due

to very bad investments. But it would be a pretty serious thing for
this country for a bank having several hundred branches, dominating
six States, to fail?
MT. OTTLEY. Yes.
Mr. STRONG. If the Government should permit the building up qf

financial institutions of that kind—you suggested they are semi-
public institutions—we should enact some pretty close regulations
of those banks?
MT. OTTLEY. Yes, sir.
Mr. STRONG. Should we permit them to buy and sell securities?
Mr. OTTLEY. The banks themselves?
Mr. STRONG. Certainly.
Mr. OTTLEY. Under the present law 
Mr. STRONG. You think the regulations should be pretty strict!
Mr. OTTLEY. I think regulations all along the line should be strict.

Mr. STRONG. Of course, the temptation now is to underwrite or

float great bond issues or great stock issues. You think that should
be prohibited?
Mr. OTTLEY. NO, sir.
Mr. STRONG. You would not let one of these big banking groups,

in a position to dominate and control the business—the money and
credit—of five or six States, have free rein to buy and sell securities?
Mr. OTTLEY. What you contemplate right now would have no

bearing whatever on the. domination of business or finance--the
purchase and sale of securities.
To illustrate that exactly, you take the major banks in New York

and Chicago and in Boston: They all have offices in the city. of
Atlanta right now for the purchase and sale directly of securitie

i 
s.

So, if there was only one bank n Atlanta and only one bank in the
territory, they would have no monopoly.
Mr. STRONG. I am not talking about competition; I am asking if

they should have the right to do that?
Mr. OTTLEY. I think if banks can not be depended upon to distrib-

ute securities, then I do not know whom you can depend upon to do 
it.

Mr. STRONG. You think group banks or banks with many branches
should be allowed to buy securities?
Mr. OTTLEY. I do.
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Mr. STRONG. And you think they should be regulated by the
Government as to the interest they should charge the people?
Mr. OTTLEY. The various States have that.
Ir. STRONG. But if the Government is going to permit trade areas

nation-wide branch banking—
Mr. OTTLEY. Yes, sir; that is all right.
Mr. STRONG. You think it is all right for the Government to limit

the amount of interest to be charged?
Mr. OTTLEY. Yes, sir.
Mr. STRONG. What should that be?
Mr. OTTLEY. How low OT how high?.
Mr. STRONG. How high. I do not think you need protect the bank-

ers against lending it too low.
Mr. ornEy. If you were in the banking business to-day you might

nave a different view of that.
Mr. STRONG. I do not think I would make it too low. What do

You think should be the rate in a national usury law to protect the
People? If we are going to turn the banking over to groups in Federal
Serve districts, should we have a national usury law, and if so, how

hl h should it go?
Mr. OTTLEY. Why, I would have no hestitation in saying that

8 Per cent should be the maximum. 
Mr. BRAND. If they did have one, it should be 8 per cent?
Mr. OTTLEY. I mean if the Government permits branch bankingfor national banks, I think it is perfectly all right for them, along

With the other regulations, to have a usury law.
Mr. STRONG. Do you think there should be a limit to the amount

of loans these great banking institutions could make? You must
remember that there is going to be an immense capital and lending
411Y certain percentage of their capital would not b. e any protection.
, If you had a branch bank in Atlanta covering six States with 100
13ranches in each State, that would be 600 branches. You would
nave an immense capital. Do you think you should have a limitation
On the amount you can loan to any one individual or corporation?
Mr. OTTLEY. In order to fully understand the question, do you

tnean the greatest amount they could lend?
Mr. STRONG. Yes; to any individual or corporation.
Mr. OTTLEY. Absolutely.
Mr. STRONG. In other words your idea is—and it is min—that if

We must permit a bank to have branches throughout a trade area in,
fLaY, six States, like your Federal reserve district, we should pass lawsto regulate them in the protection of the public as we do other public-
Service corporations?
Mr. OTTLEY. Yes, sir.

. Now to illustrate that point: You have a national bank now that
re.gulated to the extent that they can only lend 10 per cent of their

capital and surplus to any one corporation .or individual.
Mr. STRONG. But you might have a billion dollar surplus, and if

You run a banking institution with branch banks in six States and
Were allowed to lend 10 per cent of the bank's capital to any one
•crpo. ration, it would be a rather dangerous loan. My proposition
this: We have permitted monopolies in public service corporations.

:._,Myself had an interest in a small power company and a couple off
‘elephone companies. When I sold them they merged into a very
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large concern where they cover 15 or 25 counties in my State anti
75 to 100 towns. Now the State, when it permits such public sem?
corporations a monopoly, is very careful in guarding the public

interest, what they shall charge the public, how much stock they
shall issue, what surplus shall be set aside, what amount shall be
set aside for reconstruction and depreciation and it lowers the rate,
if the corporation is making too much money.
I am just wondering, if we are going to allow the money and

credit of the Nation to be controlled by monopolies, divided .1'P
into 12 Federal reserve districts or 20, with a strict law prohibiti1g
them from overlapping, whether or not, in the interests of the public,
we should not pass laws governing their operations to protect the
public.
Mr. OTTLEY. I think laws governing the operations of banks should

be passed and they should be very strict.
Mr. STRONG. In the interests of the public?
Mr. OTTLEY. In the interest of the public; yes, sir.
Mr. STRONG. That is all.
Mr. OTTLEY. Now, when it comes to the question of regulation, 1

think that your usury law would really protect you. If you had a
general usury law it would protect the public and it is my opinion that
the old law of supply and demand, plus keen competition, would really

take care of it,. and one very material difference between banking arid
the general utilities companies or public utilities, to which you re-
ferred, is this, that m the utility company and telephone company te
which you referred, that you sold and were merged into other conr
panies, the people m those areas could not get telephone service front
anybody but that company and could not get power from anybodY

but that company, but as a matter of information I should like to saY
to you that even in this large bank of which I am president in Atlanql,

we are in constant competition with New York and with Philadelp1118
and with Boston and with other cities, and particularly the commercial

note brokers, so that when a man comes in and wants $100,000 01
$200,000 he asks, "What is. your rate?" and you have to quote the

rate and if that rate suits him, yes; if not, he sells his note to a not?
broker and that note broker, in turn, may sell it to a bank in Cali-
fornia.
Mr. STRONG. I understand the large borrower can protect himself,

but in the small towns, where there would not be competition in such
towns, unless we have a usury law, the people would have no protee.:
tion. So I think we should have laws defining how the bank shall

invest its money, how much it shall lend to each borrower, what inter-
est it shall charge, what surplus it shall have and all the regulatiope

you can put around the banks—if you turn over the money and credits

of the Nation to two or three groups in each Federal reserve district,

I think we are facing a grave danger and I just wanted to get your
views, and you have been very fair and I thank you very much.
Mr. LETTS. Mr. Ottley, did I understand you to say that under

your State system branches are permitted?
Mr. OTTLEY. Yes, sir; and have been for many years.
Mr. LETTS. With any restriction in that regard?
Mr. OTTLEY. Up until a few years ago, and for ninny years past,

branch banking- in Georgia has been wide open. A few years ag°

an antibranch banking bill was passed.
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These branches that were established many years ago are still in
operation.
As I say, several years ago they passed an antibranch banking bill.

Nobody had any notice of it. It was attached onto some bill after12 o'clock at night. That bill prevented the establishment of addi-
tional branches in Georgia. At the last session of the legislature,
Which was a little less than a year ago last summer, they passed a
l'ePeal of that to an extent which practically conformed to the
McFadden Act.
, Mr. LETTS. How long did that restriction operate in the State—
new long was it in operation before it was repealed?
Mr. OTTLEY. Just two or three years.

, Mr. LETTS. I understood you to say that you favored branch
oanking as the best way of rendering service.
Mr. OTTLEY. Yes.
Mr. LETTS. You think it is better than group and better than

Chain banking?
Mr. OTTLEY. Yes, sir.
Mr. LETTS. Feeling that way about it, how does it come you did

Rot reorganize and go into the State system rather than stand by
the national system, and thereby enable yourselves to pursue the
Policy that you regard as the best for the organization and mainte-
nance of branches throughout your trade area?
Mr. OTTLEY. I am very pleased to answer that question and to say

that I am a very strong advocate of the national banking system.
Mr. LETTS. What particular advantage do you find in that system?
Mr. OTTLEY. In the first place, a national bank in Georgia is a

Rational bank in California. You have the same laws governing that
Alt" a great many corporations doing a national business prefer to
'leal with a national bank.

In the second place, I think the regulation and supervision of
national banks is better than that of State banks. With the head
?nrnptroller at Washington being a national official, he is not sub-
ject to what you might say is the close intimate touch that the various
superintendents of the State banks have.
Mr. LETTS. How long have you been an advocate of the branch

oanking system?
OTTLEY. Well, personglly, for a great many years.

wir• LETTS. For a long time?
Mr. OTTLEY. Yes.

, Mr. LETTS. I was interested in one part of your formal statement,
13ecause it relates to a situation which I am interested in. I come
'tom Iowa, which is a rural State where we have many smq11 towns.
Your statement is this, that for outlying communities where a

'quail branch could be placed and kept open two or three days a
Week, service might be rendered by providing a place for the deposit
?f money and the paying of checks and deposits of valuables for safe-
4eeping and then you state: "Perhaps making a few small loans."
Does that hold out the right and the necessary opportunity for

rural communities? I notice you minimize the idea of loans?
Mr. OTTLEY. I should like to amplify that statement and I am

glad of the opportunity of doing it. I tried to be conservative in mystatement and I think that is a very conservative statement about
the loans.
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I do not know whether you gentlemen will agree with me, but when
it comes to banking I think that the primary and first function of s
bank is a safe place for people in which to deposit money, and you
take in a lot of these communities that have suffered by small bank
failures, the depositors who have not owed the bank any money have
been really the greatest sufferers. My suggestion is that if you can
primarily put a place in which people can deposit their money safelY
and take care of their valuables, and such other functions and to
make such loans—I mean to be very conservative in that statement--
make such loans as might present themselves as safe and sound „
Mr. LETTS. Primarily I imagine there are a great many places 5‘,.0

over the country where animals are raised and feed is produced. It
is often necessary for farmers to borrow money at seasonal times to
hold over their crops and feed it out to the growing animals and the'
need accommodation. Would it be your notion that in cases of that
kind these borrowers should be prepared to go to the central bank for
their accommodation?
Mr. OTTLEY. No, sir. That, as I outlined, would be handled right

there.
Mr. LETTS. You think that should be handled locally?
Mr. OTTLEY. Yes, sir.
Mr. LETTS. A great many men out my way raise corn in abundance

and find that the best market for it is by feeding cattle and hogs'
Many of the hogs are raised in my State and many of the cattle are
brought in from Texas, New Mexico, and Colorado and other States
and they are held in Iowa for a few months, fed up and sent on int°
Chicago.
Now, many farmers that have raised the corn necessary for those

operations, find that they must borrow the money with which to bill
the cattle and they must have that money until the cattle resell
Chicago.
Under your suggestion, could those men be accommodated?
Mr. OTTLEY. I should think that would be very desirable.
Mr. LETTS. When you say perhaps making a few small loans, you

rather overemphasize the idea of being conservative, do you not?
Mr. OTTLEY. I think I can make that plain.
Mr. STRONG. Let me suggest that we are right by 1 o'clock now.
Mr. LETTS. I have just one other question.
Mr. STRONG. All right; proceed.
Mr. OTTLEY. When I wrote .that statement, I had primarily in,

mind the sixth Federal reserve district, and I did not have a picture oi
the State of Iowa which I know does a lot of business such as Yon
have in mind. The mere fact I stated a few small loans, was a con-
servative statement and what I really thought would develop in the,
small communities, but the branch of a bank, regardless of the size co
the town, would be capable of handling just as large a loan,if the
opportunity and necessity presented, as they would be at the head

office.
Mr. LETTS. The answer to it would be that in each trade area the

central bank would through these branches, furnish the service which
the community demands?
Mr. OTTLEY. Yes.
Mr. LETTS. And, in justice, requires?
Mr. OTTLEY. Yes.
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Mr. STRONG. Mr. Seiberling wants to ask just one question.
Mr. SEIBERLING. How many cities are there in the sixth Federal

reserve district of 100,000 population or more?
Mr. OTTLEY. Atlanta is one. Of course, we start with New

Orleans, that being the largest.
.80,, New Orleans is one. I have not the census before me, but I

Just approximate it. Atlanta is two, and Birmingham, say,
‘nree. Nashville would be four and Chattanooga five, and I suspect
Savannah would be sixth.
Mr. SEIBERLING. HOW about Macon?
Mr. OTTLEY. I think Macon has less than 100,000, but it might be

around in that neighborhood. They would be the largest cities in
the district.
New Orleans, Atlanta, Birmingham, Nashville, Chattanooga,

°avannah, and Macon—those would be the largest cities.
Mr. STRONG. I think we had better adjourn now until to-morrow

111°rning. You will be here to-morrow morning?
Mr. OTTLEY. I am at your service:

, Mr. STRONG. If there is no objection, we will adjourn until 10.30
Clock to-morrow morning.
Mr. SEIBERLING. And I will continue, Mr..Ottley, in the morning.
(Whereupon, at 1 o'clock p. m., the committee adjourned to meetat 10.30 o'clock a. m., Wednesday, April 30, 1930.)
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WEDNESDAY, APRIL 30, 1930

HOUSE OF REPRESENTATIVE,
COMMITTEE ON BANKING AND CURRENCY,

Washington, D. C.
„The committee met at 11.10 a. m., in the committee room, Capitol,
oon. Robert Luce, presiding.
Mr. LUCE. The committee will come to order and we will resume

the hearings.

STATEMENT OF JOHN H. OTTLEY—Resumed

Mr. LUCE. Mr. Seiberling, I believe you were questioning the
Witness when we adjourned yesterday.
Mr. SEIBERLING. Mr. Ottley, I asked you yesterday about the

Cities in your district that had a population of 100,000 or more and
You gave me a list of seven of them. I notice among the cities you
Ran me Nashville was one of them?
Mr. OTTLEY. Yes, sir.
Mr. SEIBERLING. I notice you do not have a bank in Nashville?
Mr. OTTLEY. No, sir; we do not.
Mr. SEIBERLING. Now, has Nashville financial institutions large

enough and capable of taking care of the needs of that community?
,Mr. OTTLEx. Yes, sir; they have several very strong banks in
!Nashville and, as a matter of fact, they have gone out in their terri-
6017 in some of the smaller towns around in the surrounding territory
of Nashville. There is one bank in Nashville—at least one banking
4rin in Nashville—that has gone as far as Memphis.
Mr. SEIBERLING. I suppose they have a large banking building in

Which they have made an investment?
Mr. OTTLEY. Yes, sir; in Nashville?
Mr. SEIBERLING. Yes, sir.
.Mr. OTTLEY. Yes, sir. There is one very large bank there that I

itillnk owns its own building and then there is another large national
°auk that I think leases their building.
, Mr. SEIBERLING. And what is true of Nashville is true also of
tnese other cities of 100,000 or more?
, Mr. OTTLEY. Yes, sir. And, in fact, I might say along that line,
Inat certainly two banking groups in Nashville are doing group
plinking now. One has gone as far as Memphis.
•Mr. SEIBERLING. Now, assuming that we should legislate to pro-

ride for branch banking in Federal reserve districts or some other
1297
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trade area, what regulation, if any, do you think should be put into
this legislation in reference to permitting banks to put branches in
cities, say, of 100,000 or more where they have ample financial
facilities?
Mr. OTTLEY. In answer to that question, I would not think that

it would be necessary to have any legislation along that line.
Now, it has been. brought out by this committee that you do not

want a monopoly, in which I thoroughly concur. Now, if you go
and say that a bank in Atlanta should not go to Nashville or a bank
in Nashville should not go to Atlanta, right then you are beginning
to restrict the number of groups that could formulate and operate
within these districts.
Now, what I would think is that common sense and good judgment

would more or less take care of that and in the interest of the pubhc
you would not want to put that restriction in the legislation.
Mr. SEIBERLING. You would at least have five or six groups in your

district because you have five or six centers of population?
Mr. OTTLEY. Yes, sir—as I outlined, Atlanta, Nashville, New

Orleans, and certainly Birmingham and maybe one or two other
cities are capable of T-.ganizing and operating groups.
Mr. SEIBERLING: Well, do you think it would be right to let your

large bank, with its large resources and its long history, go into
Nashville and, with a very small investment, put a bank in next door

to a bank in Nashville that had made a large investment for the benefit

of Nashville and had spent a great deal of money in advertising
its business and had established a fine good will—permit you to come
in with practically no investment at all and without any cap4a1
subscribed there and open a bank next door and advertise for deposits
and do business? Do you think that would be fair to let other

centers do the same thing in Atlanta next to your bank?
Mr. OTTLEY. Yes, sir; I think so, because those things take care of

themselves. I would say this to you: Assuming you had branch
banking to-day, I would certainly be very slow to advocate it—just

what you are suggesting—for the reason that, for instance, we have
valuable accounts from those banks in Nashville. The. minute we do

what you suggest, we will lose something that we already had.
MT. SEIBERLING. YOU dunk We should at least make the establish-

ment of branches in cities of that size subject to the approval of the
Comptroller of the Currency?
Mr. OTTLEY. Oh, yes. In other words, I think if you take to-day,

under the McFadden Act, national banks may establish branches 111
their cities in which the parent bank is located, but the establishment

of those branches is subject to the comptroller's approval. I should

like to compliment him on what he has done. The First National
Bank made an application for a branch at a little place called Buck'
head. There was a unit bank there that was doing business there for
several years, just a little hole in the wall. It was not doing so well,

but with the idea of being fair we offered to buy them, and another
bank came along and offered to buy them. We had our application

in for a straight-out branch, but one of our neighbors, pretty smart,
offered more than we did and they got the bank and the comptroller

denied our application for a branch an that community on the ground
that this other bank had gone and bought that little bank and they

were entitled to something. I just said, "I think you are all right,

and let it go at that.
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While no agreement or suggestion has ever been had between the
banks in Atlanta that town is pretty well plastered with branches,
but they are distributed, and they have not set down branches right
alongside of each other.
Mr, SEIBERLING. If you had branch banking authorized, you would

Undoubtedly extend banking facilities to. many small communities
Where they do not now have banking facilities—is that correct?
Mr. OTTLEY. Yes, sir.
Mr. SEIBERLING. That could be done possibly by having banking

days in these communities where you would not have to keep an
orga ation there all the time?
Mr. OTTLEY. Yes. At the present time, with, the group banking,

we have gone to the principal cities in the State of Georgia so far
find all those cities have banking business enough to operate these
'institutions at a profit and certainly we do not feel under the present
law any obligation to go to any particular town that will not pay a
Profit and, as I outlined in my paper, probably a million dollars has
been employed in establishing separate unit banks, with their own
Presidents, cashers, and boards of directors with separate capital
surplus and undivided profits and all.
I say roughly about a million dollars. You could take a branch,

such as you have outlined there and, if necessary, keep it open one
iday, two days, or three days a week and f it was a branch, you would

Rot have to have all the machinery necessary to operate a separate
bank. So you could go into smaller towns on a very much more eco-
nomical basis.
Mr. SEIBERLING. It would be possible in these western districts,

Where the distances are greater and even put a bank on a motor
,vehicle and run it into a small village and have a banking day or do
oanking for half a day and go on to the next village for half a day.
I assume such a scheme as that would be feasible?
Mr. OTTLEY. If they worked at all, they would work for a day,

but I can conceive it can be done very easily.
, Mr. SEIBERLING. If you had a run on that bank, you could travel
Iaster than the depositors, anyway?
Mr. OTTLEY. Yes, sir.

vl§fr. SEIBERLING. You stated yesterday you thought there ought
to be more than one group in a Federal reserve district. I would liketo have you briefly state your reasons for that.
Mr. OTTLEY. My reason for stating I thought there should be

More than one group is that I suppose we are all human. I am
certainly willing to admit I am human, and I think that banking is a
!Iernipublic business and that individual banks are semipublic
Institutions. When you have two banks or two groups you have got
competition. I have had experience and very large acquaintance in
country towns. Some one said something about belonging to the
"me church and belonging to the same club. Why, you go to a(.ountry bank and the general custom is that you find one bank on
9118 corner and one on the other corner. One banker you will find
;8 the leader of the Baptist Church and the other banker is the
leader of the Methodist Church, and when it comes to politics, one
group is in one political line-up and the other in the other and there
!8 competition right straight through. I was brought up and born
la that kind of atmosphere in Columbus, Miss., and it is my idea
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when you have two groups you do have competition. I think you
ought to have competition.
Mr. SEIBERLING. But if you go out into a small community where

it will only support one bank and maybe only a half-time bank—s
one day a week bank—you do have a monopoly in that community.
Mr. OTTLEY. I am glad you brought that up. I think that you

gentlemen might be of the opinion that if you had branch banlaq
and it happened that a community would be so small that you cot&
only have a bank in there that operated one or two days a week—well,
I think that would indicate that there was not enough business in
that particular town to have two banks go in there, even though you
had a dozen groups. I think it is sound business, just like all the
banks in Atlanta have branches; they do not have branches at the
same spot, but what is true in Atlanta in regard to those branches 
andI am going to try to give you my idea about it—the same thins
would be true in the country towns. That is to say, if there is a bank
on this corner in Atlanta and a man likes to do business with either
that bank or that branch manager, why, he is going to do it. if
he does not like that bank or does not like that branch, even though
he is next door to that, he can walk two or three blocks and do business
with another bank.
Mr. SEIBERLING. That would not be true in the country town.
Mr. OTTLEY. All right. What I am going to say about the countr5'

is that I think it is entirely likely and probable. This sheet [exhibit-
ing] represents a county and here are four or five small towns. For,
instance, if a group went in and set down a bank, with the approval
of the comptroller, at this place [indicating] certainly I would not want
to go and set down a bank in that same town. What I would like to

do is to be represented inthat county, probably at this point or that,
point [indicating]. So, with the roads you have to-day, you wouln,
still not have a monopoly because I think that the same thing would

apply in the country that applies in the city; that you are likely to be
represented in these neighborhoods and if they do not like this bank
[indicating] they could go to that bank [indicating]. •
Mr. SEIBERLING. All these difficulties that we are speaking about

could be entirely taken care of if we had proper and reasonable reale-., .
tions?
Mr. OTTLEY. Yes, sir. And I would like to say about your regula-

tions now at the present time, that a lot of those communities have
not got anything, and as time goes on the number of these communi-
ties will increase.
I should like to put this thought across to you: That under the

present situation, under unit banking, a great many places do not

have any banks at all and under the unit system of banking they Will
not have anything and as time goes on they will have less and so, ill,
my.opinion, about your regulation, all the regulation I think you neon
about where these banks shall go and shall not go is the restriction,
as to trade areas and then make it necessary to get the approval el
the Comptroller of the Currency, if it is a national bank, to establish
branches.
Mr. SEIBERLING. And possibly regulation as to the maximuin

they can charge for the use of money?
Mr. OTTLEY. Yes; but I think you would want to let them go an5fr

where they wanted to go.
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Mr. SEIBERLING. Your branch-banking scheme would make all
deposits absolutely secure?
Mr. OTTLEY. Yes, sir. In other words, the man in the country

town would have the same protection as the man in the city, and
that has not been true under the unit system.
' Mr. SEIBERLING. The only thing the man who does business with a
bank is interested in is what you pay him on his deposits and the
interest you charge on loans.
Mr. OTTLEY. The first interest is safety of his deposits.
Mr. SEIBERLING. Yes; that his deposits are safe.
Mr. OTTLEY. Yes, Sin
Mr. SEinEnuNo. The next interest is the amount you charge for

the loans and the amount you pay on the deposits?
Mr. OTTLEY. Yes

' 
sir.

Mr. SEIBERLING. The amount you charge him for the loans is
really one of the most important things?
Mr. OTTLEY. Yes, sir.
Mr. SEIBERLING. What is your opinion as to whether there should

be a limit on the interest you charge, if you are going to make a man
a loan at all? What would be your idea as to the maximum of in-
terest he should have to pay?
Mr. OTTLEY. I think 8 per cent.
Mr. SEIBERLING. What effect, if any, do the high call money rates

in New York have with respect to the withdrawal of funds from your
district to New York, if you know?
MT. BRAND. YOU mean the sixth Federal reserve district?
MT. SEIBERLING. The sixth Federal reserve district; yes.
Mr. OTTLEY. I can only speak from personal observation. Take

the case of the First National Bank, why it is our policy to accom-
tiodate our customers first and then, if necessary for us to invest
our money, secondly to make it earn something—it is a question of
secondary reserve in the form of bonds, principally United States
bonds, commercial paper or the call money market in New York.
Mr. SEIBERLING. Would you venture an estimate as to the amount
5 money that was withdrawn from banks in Atlanta and sent to
New York during the high call money rate that would not other-
wise have gone? Give us your best estimate, if you have one?
Mr. OTTLEY. I would not be able to make an intelligent estimate.

ror in4tance, we had a few customers, very limited in number, that
carried large balances with us—larger than we could really expect or
logically require under any form of what you might term the 20 per
cent balance against lines, and so forth—that were not borrowing any
rnoney and had large surplus funds on hand and they asked us to
lend some of their money. But that was very limited in numbers.
Mr. SEIBERLING. Now, I just want to ask one more question and
have done.
Mr. OTTLEY. Might I just say something further?
Mr. SEIBERLING. Yes.
Mr. OTTLEY. There is one question that I should like to amplify

You asked about the rate of interest that should be charged.
Mr. SEIBERLING. The maximum rate.
Mr. OTTLEY. Yes; and I said 8 per cent. When you asked that

question you asked it in connection with what the First National
Bank would want to charge at home or in its branches. I said
8 per cent and I still repeat that.
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But when it comes to the question of call money, I think that the
question of the rate of interest on what are termed "street loans on
call," on stock exchange collateral—when it comes to the rate on that,
I think that is subject to great consideration, in that it is the theory
of a great many people that the rate of interest has a tendency to curb
the volume of trading and so-called speculation.
Now, that is a field in which I am not experienced, and I merelY

throw that out for your information; namely, that my 8 per cent rate
of interest is for the class of business in which we deal.
Mr. SEIBERLING. Since you volunteer that statement, which is

all right, I will have to ask you a few more questions.
Mr. OTTLEY. All right.
Mr. SEIBERLING. You were a former director of the Federal reserve

bank?
Mr. OTTLEY. Yes, sir; I was a class A, group, 1 director for Si

years.
Mr. SEIBERLING. Of course, I suppose you know that the com-

mittee that fixes the call-money rate is connected with the New York
Stock Exchange and is not responsible to anybody. Now, if we are
going to have somebody fix the call-money rate, and if it is necessary
to take that at higher than 8 per cent at times, do you not think:
that the power to do that should be put into the Federal Reserve
Board or some responsible organization; responsible to someone?
Mr. OTTLEY. I think that is reasonable.
Mr. SEIBERLING. You do not consider it fair to the people of the

country that four or five men should get together at 10 o'clock in
the morning at the stock exchange at New York and raise the rate
of interest they have to pay all over the United States without anY
responsibility to anybody, do you?
Mr. OTTLEY. Now, Judge, when you get into New York, as I said

before, you are getting out of my territory, and the only thing I
would like to say on that is that the question as to the rate of inter-
est on that class of transaction is worthy of very careful considera-
tion, and I would certainly be modest enough to think that you woul 
be able to find people that are going to appear before you that have
made a closer study along that line than I have and will make you
a better witness.
Mr. SEIBERLING. There are two theories. One is that the bigh

call-money rate retards speculation and another theory is that it
brings a lot of money into New York and stimulates speculation.
There are two theories, are there not?
Mr. OTTLEY. Yes, sir.
Mr. SEIBERLING. We have tried one, have we not?
•Mr. OTTLEY. Yes.
MT. SEIBERLING. And it has not been very satisfactory. It hes

been very disastrous. Do you not think it would be well for us te
try the other to see how that works?
Mr. OTTLEY. Well, I come back and tell you that I am a commer-

cial banker, and I do not consider myself a specialist, if I may stlY
so, along that line.
Mr. SEIBERLING. Now, one more question—the one I intended

to ask you awhile ago: The Comptroller of the Currency and Gover-
nor Young—I think I am putting it correctly—stated that the stock"
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lp.arket crash was a substantial element which resulted in the industiral
aepression and unemployment and business chaos we have experienced
tisnce last October in this country. Secretary Lamont and Mr.
arnes last night at the meeting of the United States Chamber of

‘-'0Ininerce blamed a great many of our troubles upon the stock-
olarket crash.
Now, if a manipulation of that kind results in such great disaster

to our country, then will you agree with me that we should find some
solution and some remedy to stop it?
Mr. OTTLEY. I think that would be very desirable.
Mr. SEIBERLING. Have you a solution or a remedy?
Mr. OTTLEY. You ask me have I one?
Mr. SEIBERLING. Yes.

, Mr. OTTLEY. I am certainly frank enough to tell you I have not.
1,8 a matter of fact, being a commercial banker and having been so
„au my life, I have always proceeded upon the theory that there were
41v0 things that were certain and only two things certain; one is death
;Ind the other is taxes and, holding that view, when it comes to specu-
!ation I am just not there. Of course my idea about securities is
that they are for investment and not as a basis of speculation.
L But you take the American people

' 
for instance, among whom I

ve lived for some time; they ran to Florida and they started in
'Iorida and they just pyramided up and people made fortunes on paper
"erY day and all at once it was all over and, in their desire for excite-
toent, the next thing you heard was people talking about the stock
olarket. The stock market started up and then went down. It
eoris to me that must go on on the theory that some people advance

'Qat there is a sucker born every minute.
, Mr. SEIBERLING. I understand that you agree with some of the
bheories that have been advanced here that the banking business is
Illore of a quasi-public nature than any other business in the country?
Mr. Omni,. 1 do sir.
Mr. SEIBERLING. More so than transportation or communication,

belephone or telegraph, or any of those other quasi-public businesses?
Mr. OTTLEY. I think all of the companies you mentioned are

set/1i, _Public.
SEIBERLING. YOU think the banking business is more of a

411asi-public character than any of these businesses?,, 
OTTLEY. Yes, sir; I do.

Mr. SEIBERLING. I take it your reason for that is that the people
t, a whole, down to the last individual, are vitally interested in the
rculating medium of the country and that the banking business
°tall have that circulating medium available wherever they are
entitled to it?
Mr. OTTLEY. Yes, sin
Mr. SEIBERLING. Does that express it?
Mr. OTTLEY. Yes

' 
sir.

Mr. SEIBERLING. I think that is all.
,Mr. BRAND. May I go ahead? I want to be in the House at 12

(3 e_lock if I can?
Mr. LITcE. Mrs. Pratt is next on the list.
Mrs. PRATT. I shall be glad to yield to Judge Brand.

I, Mr. BRAND. Mr. Ottley, how long were you a member of the
'ederal Reserve Board, in the Atlanta bank?

i00136-80—vor, 2 PT 10-4
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Mr. OTTLEY. I was six years a member of the Federal Reserve
Bank of Atlanta.
Mr. BRAND. Did not you have any connection with the Govern'

ment relative to the War Finance Corporation?
Mr. OTTLEY. Yes, sir; I was the chairman of the War Financ°

Corporation Agency for Georgia and Florida and organized that
agency.
Mr. BRAND. How long have you been in the banking business?
Mr. OTTLEY. I have been in the banking business in Atlanta 40

years.
Mr. BRAND. And then practically- the whole of your adult life,

taking into consideration your banking connection in Missouri, has
been in the banking business?
Mr. OTTLEY. Yes, sir.
Mr. BRAND. Until the Committee on Banking and Currency 11°

the opportunity to formulate legislation seeking to remedy existin.g,
evils in the banking laws, what recommendation or suggestion, 11
any, would you make in view of the constant taking over of TO,.
banks by group systems such as adopted by you and being adopteu
all over the United States?
Mr. OTTLEY. Judge, I would appreciate it if you would read that

question again.
Mr. BRAND. Until this committee has an opportunity to formulate

legislation—
Mr. OTTLEY. I get it now.
Mr. BRAND. In other words, should the Comptroller of the Cur'

rency be given authority to approve or disapprove taking over anY
other banks by its various systems of the country in the future?
Mr. OTTLEY. I see. I think that it is very important that some

emergency legislation should be adopted or enacted to give the Cola";
troller of the Currency the opportunity to approve or disapprove 011
banks going into those groups until Congress has enacted some roe'
form of legislation.
My reason for making that statement is that we are certainly gel

there and I imagine the majority of this committee, if not all
them, appreciate the evils and dangers of the unit system, particularlY

in the rural districts, existing at the present time and we are gOirig

without any legislation. In fact, have already made a long Ai
from unit banking to group banking. I think it if; important tha

until definite and permanent legislation has been enacted, there.

should be strict supervision and that the consent and approval of thy

Comptroller of the Currency must be obtained by banks entering
groups until that time.
Mr. BRAND. Before these groups take over any other bank?
Mr. OTTLEY. Yes, sir.
Mr. LETTS. Will you pardon me a minute! because I think there

is something that should be cleared up right in that connection.
Mr. BRAND. Yes.
Mr. LETTS. Since the holding companies are not banking instittv

tions and not subject to control, how can that be accomplished? t

Mr. BRAND. Suggest emergency legislation for the present to enact

some legislation now until we can formulate and pass permanen
legislation.
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. Mr. LETTS. But that is in respect of corporations not banking
institutions.
. Mr. BRAND. If it is in the business of banking—taking over banks
into groups—Congress has this authority, I should think.
Mr. LETTS. It is not a bank but a holding company to hold the

stock of banks.
Mr. BRAND. That is one way of getting around seeking the approval

O r disapproval of the Comptroller of the Currency, if Congress can
give him such authority.
, Mr. LETTS. I do not want to take your time, but I think that is an
Important element.
Mr. BRAND. What is your criticism of the suggestion?
, Mr. OTTLEY. My answer was based on the thought that that was
u,osirable, but not being a lawyer, I do not know whether that can be
"ne or not. But I do think it is desirable.
Mr. BRAND. I can not understand, Judge Letts, why Congress can

°°t pass any legislation upon the subject it wants to pass.
„ Mr. LETTS. With respect to corporations holding stocks of banks,
"ing business in various States?
Mr. BRAND. Yes; if it is a banking institution.
Mr. LETTS. But you could not legislate for and control a Delaware

corporation.
Mr. BRAND. If it is ft banking institution, taking over one bank

after another in different areas, I should think Congress would have
jurisdiction over the question as to how many shall be taken over,
where located, and when they shall terminate taking over. Other-
wise, if you leave it to these groups, in 10 years the group-banking
8Ystem will practically control the banking institutions of the United
States.
Mr. LETTS. The point I have in mind is this, that when the stock

of a national bank is held by individuals scattered throughout the
country the Comptroller of the Currency nor anyone else has any
cnitrol over its sale. An individual holder of that stock can transfer

ins shares to a holding company as freely as he might to an indi-
°idual. That is the thought I have in mind.
Mr. BRAND. I See.
Mr. LETTS. But I do not want to take up your time, Judge.

, Mr. BRAND. I have no objection to it, except I do want to get
'0 the House before it goes into the Committee of the Whole.

I will ask you this question: Do you think that the Comptroller
of the Currency should have any authority over the constant mergers
of these great banks going on throughout the United States at the
Present time?
Mr. OTTLEY. I do; in fact I understand he has that authority now.

, Mr. BRAND. He can approve or disapprove, but the question is,
lould he be given authority, if he approves, to place some limita-

'Ions in regard to the mergers of these big corporations or holding
colnpanies?
Mr. OTTLEY. As I understand it now, he has authority to approve

°r disapprove and if he does not approve, it can not be done.
.1 Mr. BRAND. Of course not, but suppose he wants to approve and
Pos not want to disapprove, but he thinks some limitation ought
ln be conditional upon his approval or that the approval should be
conditioned upon certain reservations or limitations. Do you not
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think it advisable that Congress should vest him with that addi'
tional authority?
Mr. OTTLEY. If that is needed, I see no objection to that. I

was of the opinion that he had all the necessary authority needed.
Mr. BRAND. You answered, I understood, that some emergeneY

legislation should be enacted by Congress giving him authority to
prevent these groups taking over any other banks until permanent
legislation may be enacted?
Mr. OTTLEY. Yes, sir.
Mr. BRAND. You still adhere to that opinion?
Mr. OTTLEY. I do.
Mr. BRAND. Now, I want to ask you in regard to this part of your

statement made yesterday:
If, in view of the present situation, national banks in Atlanta were permitted,

fo example, with the approval of the Comptroller of the Currency, to put branches
in the small towns in the agricultural sections, the First National Bank of Athaat&

could, in my opinion, effectively establish a safe and sound system of banking
for those people.

How can you do that in Georgia where they have no State branch
banking law?
Mr. OTTLEY. You could not until that law was changed.
Mr. BRAND. I did not think so.
Mr. OTTLEY. Absolutely, but it is my opinion that the situation

in Georgia has very materially changed in the last year or two,
certainly a straw showing which way the wind blows occurred when,
at the last session of the legislature, they modified the Georgia law
in regard to branches and made it practically in line with the Mc'
Padded Act.
Mr. BRAND. But they repealed the Georgia law authorizing branch

banking.
Mr. OTTLEY. That was done several years ago. Then, until the

last session of the legislature, for the last three or four years, 37.0°
have not been able to establish a branch even in the city in whie°
the bank was located..
Mr. BRAND. Why did they repeal the State branch banking law?
Mr. OTTLEY. Judge, that is something I am not able to tell you.

As a matter of fact I sat pp there until—well, all night the last nigb!
listening to what was going on and after practically everybody he.°
gone home to bed, they hitched that change on to some bill, and it
went through.
Mr. BRAND. Nobody knew anything about it?
Mr. OTTLEY. No, sir.
Mr. BRAND. A member of the legislature from my county and the

State senator did not know anything about it and I have never been
able to find out who was the author of it.
Mr. OTTLEY. Personally, I was never able to learn who it was don°

by, or what the motive was.
Mr. BRAND. I always thought it was some of the banks in Atlanta

that brought that about.
Mr. OTTLEY. I do not know that.
Mr. WINGO. Does my friend from Georgia cite that as an unusual

legislative experience?
Mr. BRAND. No.
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Mr. OTTLEY. In regard to the repeal by the legislature last year,lie question was duly considered and I was approached last sessional regard to branch banking and it was my advice and opinion thatao action be taken on it at the last session of the legislature for the
.!,eason that no bank could be a national bank or a member of the
ederal reserve system and establish branches. I felt that the mainpr larger banks that were in business and qualified and able to establishbranches, such as we are discussing here, would not and could not

afford to retire from the national banking system or from the Federal
1:eserve —system; so that it meant at that time, if anybody went intothe branch-banking business in Georgia, it would have to be some
rrIcern outside of the national banking system or outside of the
ederal reserve system. As I stated, I do not know of any public

Prejudice in Georgia against branch banking and if Congress should
c‘hange this law, authorizing branch banking, I. do not apprehend
'here would be any trouble about Georgia following.
Mr. BRAND. In the formation of your group, did the Comptroller

?! the Currency have to give his approval to your bank to take over
Qe member banks?
Mr. OTTLEY. He did not.

. Mr. BRAND. He had nothing to do with it, as you construed your
rights?
Mr. OTTLEY. No, sir.
.Mr. BRAND. Do you not think he ought to have something to do

trIth that—some authority.?
Mr. OTTLEY. I think it is quite in order.
Mr. BRAND. I want to ask you relative to another portion of your

!statement, appearing on page 2, which has been quoted in the Wash-
ton Post and United States Daily. These papers said that John
Ottley of Atlanta appeared before the Banking and Currency

nad stated "that the system of banking with which the
ral population had to deal has failed," referring to the State of

`*eorgia.
• This is what you said:
0, Public confidence in the small independent bank has been greatly shaken in

section of the country. The system of banking with which the rural popula-
:4.°11 had to deal has failed. This has added greatly to the burden of the farmer•ntd the small business man.

b Now, do you stand by that statement, that public confidence has
een destroyed, as a rule, in all small independent banks in Georgia?
6 Mr. OTTLEY. Not all. I say that as a system, the public con-
dance has been shaken, due to the large number of failures.
Mr. BRAND. I agree with you that due to so many bank failures

(leclthclence in banks has been shaken. But you do not mean to charge
d: assert that there is no small independent bank doing business in„orgia in which the public has confidence?
Mr. OTTLEY. No, sir; I do not.
Mr. BRAND. There are many of them, are there not?
Mr. OTTLEY. Yes, sir.
Mr. BRAND. And many of them solvent?
\I r. OTTLEY. Yes, sir.

t Mr. BRAND. And many of them solvent notwithstanding all the
1._r9lible we have had during the lean and hard years since the deflation
"Icy of 1920?



1308 BRANCH, CHAIN, AND GROUP BANKING

Mr. OTTLEY. Yes, sir.
Mr. BRAND. You say that "The system of banking with which the

rural population had to deal has failed." I do not agree with you
about that altogether.
Mr. OTTLEY. I would like to say this: Of course, there are exceptiona

to the rule, but as a system, I think that public confidence has been
shaken and I guess you and I agree on that—I mean as a system.
Mr. BRAND. Do you mean to include in your answer the inde-

pendent unit system?
Mr. OTTLEY. Yes, sir.
Mr. BRAND. I know what you say is true as to the Witham's bank

system and the banks included in the Manley system, who wee
sentenced to the penitentiary a short time ago.
Mr. OTTLEY. Yes.
Mr. BRAND. I will state why I do not agree with your sentence that

"The system of banking with which the rural population has had to
deal has failed." I know of some sections in Georgia where, if it were
not for these independent unit banks, the farmers could not borrnsit
money to make crops with. You know that, do you not?
Mr. OTTLEY. At the present time, yes.
Mr. BRAND. Do any of your member banks loan money to farmer'

on real estate?
MT. OTTLEY. I do not think so.
Mr. BRAND. Is there a single bank in Atlanta that lends any moneY

to farmers in order to make crops?
Mr. OTTLEY. I think there are some loans; very few, but there are

some to farmers.
Mr. BRAND. I am talking about loans to make crops with.
Mr. OTTLEY. They make them seasonal loans, yes.
Mr. BRAND. Do your banks make them in Atlanta?
Mr. OTTLEY. Make Some.
Mr. BRAND. What sort of security do you require?
Mr. OTTLEY. It depends altogether on the man. In other words,

with the majority of loans that we make of that character, and Nve
make very few of them, we lend the money to the man on his note,
plain note.
Mr. BRAND. Take a farmer who owns no land and no property'

except livestock to pledge as security and he wants to borrow moneY

to make a crop; have you any of that class of loans?
Mr. OTTLEY. No, sir; We have not.
Mr. BRAND. You would not make them, would you?
Mr. OTTLEY. We would not make them to-day.
Mr. BRAND. Do you know of any bank in Atlanta, including your

banks, that would make a loan to a farmer and take as securitY
mortgage on the crop?
Mr. OTTLEY. You are asking a hypothetical question.
Mr. BRAND. No; a very practical question.
Here is what I want to know: I am very much interested in findiq

out whether your bank in Atlanta, or any other Atlanta bank, loair
money to farmers to make crops with and takes a mortgage on tiler

crops to secure it, with only that security?
Mr. OTTLEY. No.
Mr. BRAND. You do not do it, do you?
MT. OTTLEY. No.
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Mr. BRAND. Do you know of any bank in Macon that does it?
Mr. OTTLEY. I can not answer that.
Mr. BRAND. Does your bank in Macon do it?
Mr. OTTLEY. I would say no.
Mr. BRAND. Do you know of any bank in Athens that does it?
Mr. OTTLKY. I could not tell you.
Mr. BRAND. I know that they do not.

1, Now, what is going to become of the farmers of the country who
t'ave no means of borrowing money except through these small
14, dependent unit banks on crop mortgages? Athens does not do it,
4flanta does not, and your bank in Macon does not. 110w can they
reake a crop without getting money on that sort of security?
„ Mr. OTTLEY. Well, I would not attempt in this hearing to answex6nat question, Judge.
Mr. BRAND. You are not making that sort of loan?
Mr. OTTLEY. As a matter of fact, at the present time we are not

:Ting business directly in those smaller communities, except through
"'a banks themselves.
Mr. BRAND. Yes

' 
I know. Suppose, though, that a bank in aarniall town or city does not want to borrow any money from you or

ront any other bank, and the directors of such a bank are willing to
1'31d to farmers money with which to make their crops and to accept
a crop mortgage as security, do you regard that sort of bank as "afailure," having in mind your statement that "The system of banking
'1_11 which the rural population had to do has failed"?

A. Mr. OTTLEY. Simply because they do that does not go to their
ulaeredit, and, as a matter of fact, the First National Bank lends to
Country banks on collateral—I mean that frequently that constitutes
a .00d part of the collateral.
Mr. BRAND. What benefit is your bank and the banks in Macon

tlad Athens to a farmer in Gwinnett County, for instance, if these...,anks decline to loan money to him for the purpose of making a crop
with crop mortgages as security?
Mr. OTTLEY. I will tell you, none, at the present time.
Mr. BRAND. If a bank in Gwinnett County, for instance, does make

°Nis like that to farmers in order to enable them to make a crop,
Lith only crop mortgages as security, is not the Gwinnett bank ren-1,:i_ng a valuable service to the farmer?
Mr. OTTLEY. Yes, sir.
Mr. BRAND. Then that kind of a bank has not failed to serve theUral community, has it?

e Mr. OTTLEY. I still say this: Suppose that a bank does lend on
4:$31) mortgages; my thought is that the first requisite of a bank is to

a safe place in which people may deposit money.
Mr. BRAND. I agree with you about that.

tisMr. OTTLEY. All right. Now, I say, to come back to the point in
that public confidence, in my opmion, has been shaken in the

41, _all unit bank by the failure of so large a number of them.
Mr. BRAND. I agree with you about that.

is Mr. OTTLEY. All right. When I say that I think that the system
:Ifts failed, here is what I mean by that, and we can either agree or

agree on a conclusion, that so many banks, particularly in our own
ts_Late, bank after bank have failed in the small rural communities,
`I'd 110 banks have stepped in there to take the;r place, and you know
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that both in number and in assets they have from year to year de-
creased. When I see any system that is on the decline, I call that
failure, when it does not stay level or go up.
Mr. BRAND. You stated a while ago, and I agree with you about

that, that a banking institution is somewhat of a public-service insti-
tution. Suppose that none of the banks in a great county like Gwin-
nett—and I use this city only as an illustration—should lend to farm-
ers who have nothing to pledge except a crop mortgage, what would
become of the people of that county?
Mr. OTTLEY. The predicament of the farmer, in my humble judg-

ment, on what little I know about it, is not due to the inability to
borrow money. In the first place, he has been able to borrow money
on his land from these land banks; he has been able to borrow mond'
from the intermediate credit banks; and he has been able to borrow'
money from the country banks. The question of borrowing it is one
thing, but paying it back is something else.
Mr. BRAND. You know that the Federal joint-stock land bank in

Atlanta does not lend any money to farmers in order to make 6
crop?
Mr. OTTLEY. I said on their land.
Mr. BRAND. They are not now making any loans on land, are they?

I refer to your joint-stock land bank in Atlanta. They have pre&
tically quit business.
Mr. OTTLEY. I think at the moment they have.
Mr. BRAND. Is it not true that the intermediate credit bank 11

Columbia, S. C., has practically quit making loans to farmers on land.
Mr. OTTLEY. I have no information to that effect.
Mr. BRAND. I can state to the witness that that is the fact so far as

my section of the State is concerned.
Have you any agricultural credit corporation in the city of Atlanta?
Mr. OTTLEY. No.
Mr. BRAND. There is none that I know of within 100 miles °f

Athens except the one in Athens, and it failed at one time at least.--
because I personally lost $400 in cash on account of its failure in tiling
to help its farms to obtain money through it. Many of the farmers
in my section of the State are unable to cultivate lands and make
crops unless they can borrow money on their stock and crop mort-

gages, and I have been wondering and worrying about what is going
to become of the farmers of the country who are in that condition.
I do not mean by what I have said or asked that I am criticizing

the policy of your banks in Atlanta or anywhere else.
Mr. OTTLEY. I understand that.
Mr. BRAND. I know that we are forced to lend money over in

Gwinnett County on crop mortgages. We loaned over $30,000 thnr:
last year, and during the five weeks of continuous rain last fall I sleP
but little at night worrying over the situation. But in the end vo
collected it all except around $300. Our directors have been CO
sidering the proposition to quit making this class of loans, but whell
we do quit, what in the name of common sense is going to become 0;
that class of people? Did you ever think about a situation like that.
Mr. OTTLEY. Yes, sir; that is a question.
Mr. BRAND. That is the real situation in my old home county.
Mr. OTTLEY. I have great confidence in your judgment and es:

perience, and in your knowledge of the banking business, as well 8'

1
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a very high opinion of you personally, as you know, and therefore
take the liberty of asking this question, whether or not in your
?Pinion it is to the best interests of the public generally and of the
°Iisiness interests of the country at large that these big banks in all
large centers, including Atlanta, should continue to merge and con-
solidate with each other?
Mr. OTTLEY. I think that, with business growing larger all the

time—and banks are but the servants of business—that mergers and
consolidations have been all right.
, Mr. BRAND. But suppose that all of them are doing like the Atlanta
banks do, decline to lend to farmers throughout the different sections
of the country, who are unable to borrow upon any security except
liens upon their livestock and crops?
Mr. OTTLEY. I do not think the question of consolidations has

,any bearing on that whatever. In other words, if you take the banks
lfl Atlanta, they are too far removed to deal with the farmer in the
location of their main offices, and if you have a large number of banks
or a small number of banks, that has no bearing on the question, in
InY opinion, that you propound.
Mr. BRAND. Do you not think that the merger or consolidation of

the large banks of the great centers is calculated to create, or tends
to create, a monopoly of capital and credit throughout the country?
Mr. OTTLEY. No, sir; I do not.
Mr. BRAND. You do not think it is likely to have that effect?
Mr. OTTLEY. I do not think so, because you do not have a monopoly

as long as you have competition, and if there is competition anywhere
to-day, believe me, it is in banking.
Mr. BRAND. Let us come to that competition for a minute. You

said you were not in favor of one group in each of the Federal bank
areas, but that there ought to be at least two?
Mr. OTTLEY. Yes, sir.
Mr. BRAND. Well, now, suppose that those two should get together

and agree upon a rate of interest that they will pay on daily balances,
for instance, which might have the effect of reducing the rate from
33 to 23 per cent; would not that be against the interests of the
People generally, the rank and file of the public?
Mr. OTTLEY. You are asking me that question as to the future?
Mr. BRAND. Yes. Suppose that these two groups should get

!.ogether and agree that they would not pay 3% per cent any longer,
but reduce the rate to 2% per cent.
Mr. OTTLEY. In the past to a large extent, the question of interest

Paid on deposits, savings or otherwise, has been influenced more or
less by the demand for money. You take, for instance, at the
Present time; the rates that banks can obtain on loans to-day and the
spread between that and 3% per cent leaves very little profit. Now, if

have 
rate should go down with or without any agreement, you would

nave this situation, that the people that have money to deposit wouldgO elsewhere, and that applies also to the people who may want to
borrow money. They are not compelled to do business with any
particular bank iu any particular town; they are not compelled to do
I.?.usiness with any particular bank in any particular State, and to
Illustrate that point, there are banks all the way from New York to
!Ind through the surrounding States that are canvassing Georgia for
business right now, particularly for deposits as well as loans.
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Mr. BRAND. Mr. Ottley, the question I asked is: If there is not a
probability that if there were only two groups in the sixth Federal
reserve district, that the big bankers would get together and agree
that they are losing money in paying 3% per cent on daily balances
and that they will put it down to 2 or 2% per cent?
Mr. OTTLEY. In answer to that question, I would say that if they

are losing money, they ought to do it, and what I would like to saY
to you, and I do not mean to say it in a selfish point of view, is this---
Mr. BRAND. Then they would do it if they were losing money?
Mr. OTTLEY. Yes, sir; and I would just like to say this that the

Federal Reserve Board has very valuable statistics on file that it
would be greatly to the advantage of this committee to see, if Y°,I1
have not already done so, that show the gross profits of the banksio
all the 12 Federal reserve districts that are members of the Federal
reserve system, and which also shows what happens to those profits.
A bank is, as you say, a semipublic institution, and it ought to make
money.
Mr. BRAND. But as long as there is severe competition betweeu

two banks or two large groups there wont be any reduction in the
rate of interest on daily balances, and I come back to my first questin
which is this: What would prevent them from getting together anu
agreeing that they will increase the rate of interest charged to their
customer bank.
Mr. OTTLEY. Nothing would prevent it any more than if they did

it now where you have two banks in Atlanta.
Mr. BRAND. Let us suppose that there were only two groups 15

the sixth Federal reserve district. Could not the head men toe,
master minds of the two institutions, get together and say :tilt'
instead of lending money to their correspondents at 6 per cent, the)"
will charge them 7 and 8 per cent?
Mr. OTTLEY. Do you know what would happen if they did it;

if they were foolish enough to do that when it was not worth it;
There are banks in Nashville and Chattanooga and Birmingham, anu
immediately surrounding us, that are ready to lend money, and there
are banks in New York, Boston, and Chicago that have represents:
tives that are continually traveling this whole district over, so that'
if a bank had a rate that was not in line with the market, the custonier

would borrow from somebody else and that bank would perhaps,
lose a customer, and what you have to do in the end is to cred"
banks and bankers with the same desire to please their customers as
exists in other lines of business.

For example, if a country merchant, when a man came in there
who had been paying 10 cents for an article, attempted arbitrarilY
to charge that customer 20 cents, what would happen?
Mr. BRAND. But suppose all the merchants agreed to charge 2°

cents?
Mr. OTTLEY. Then he would go somewhere else and get it.
Mr. BRAND. He might not have any credit somewhere else.
I do not say that would happen if you had two big groups in the,

sixth Federal reserve district, but I do say that I do not see AO(
reason why they could not get together and agree on the rate ,t);
interest they would pay on daily balances and the rate they woo"'
charge their corresponaents.who want to borrow money.

•
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Mr. OTTLEY. My whole point is that I am against one group, andI think that in the interests of the public as well as of the banks con-
terned they should have a minimum of two.
Mr BRAND. I agree with you fully.
Mr. OTTLEY. But I do not think it would ever get down to two.
Mr. BRAND. What difference is there in the matter of practice and

Procedure in organizing the group banks in your system and in
0,rganizing the systems in Buffalo, Detroit, Minneapolis, and St.
raid, for instance? is it practically the same?

OTTLEY. I think it is more or less the same. Now, in the
;Northwest Bancorporation, as I understand it, they have a master
nolding company. You have had their testimony; but, as I under-
!Wild it, they exchanged stock in their company for the stocks in the
winks. As I have stated in my opening statement, the stocks that
We have acquired in the various banks we have, have been bought for
Cash.
Mr. BRAND. But you have a controlling interest in all of those

banks?
Mr. OTTLEY. Yes, sir.
Mr. BRAND. And you elect all of the directors, or there is none

Piccted except by the approval of your parent bank?
, Mr. OTTLEY. As a matter of fact we have a controlling interest,
but, so far as the actual practice is concerned, from the time that we
acquired an interest in these banks until the annual meeting, we
never added a director and we never substracted a director, and the
c()1)1y change we have ever made has been the addition of one officer
l'oto the First National Bank—just added one officer to their board.
, Nip. BRAND. In other words, you have the authority to say who

'null be elected or not elected, if you see fit to exercise that authority?
Mr. OTTLEY. Well, we have the authority; and when it comes to

la question of sound business, we have gone into those towns and we
"Ve done everything to maintain that as a separate unit to go right
ahead simply to supplement the management that was already there.
Mr. BRAND. What was the real reason that caused you and your

People to form this group that you have there in Georgia?
, Mr. OTTLEY. Our reason was, in a sense, following the trend of
toe times.
, Mr. BRAND. The same reasoning has moved you that is moving
tQese other great groups throughout the country?
Mr. OTTLEY. Yes,

. Mr. BRAND. Is it your purpose to continue to buy up or to take
Ill other banks which are good banks and making money in the
Iliture as you have done in the past?
Mr. OTTLEY. I should think 80.
, Mr. BRAND. How many stockholders did the Fourth National
13axik have before you merged it with the First National Bank? Do
You recall?
Mr. OTTLEY. Not identically. In round numbers, about 500.
Mr. BRAND. How many did the Atlanta-Lowrey have?
Mr. OTTLEY. Something over 700.
Mr. BRAND. Have you increased the number of stockholders over

What you had and the Lowrey crowd had before the merger?
Mr. OTTLEY. Some; yes.

A
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Mr. BRAND. I wish you would just explain briefly—and this
about the only question I want to ask—the history of that bran 
bank at Decatur. Decatur is about 6 miles from Atlanta. When
was that established?
Mr. OTTLEY. Between eight and nine years ago.
Mr. BRAND. Was that established under the State branch banking

law at that time?
Mr. OTTLEY. Yes, sir.
Mr. BRAND. It was in existence at that time?
Mr. OTTLEY. Yes; there was a little struggling bank down there

at Decatur. Decatur, as you gentlemen know, is about 6 or 7 miLes
from Atlanta, in a separate county and a separately incorporate;
town. The bank at that time had about $150,000 of deposits, enu
when we started to establish these branches we wanted a branch dovg!
at Decatur. We thought that it offered an opportunity, in the fire'
place, and, second, we wanted to do it for the benefit of the experience
that we would get in the establishment of a branch there. Se wv
went down to Decatur and negotiated with the president and thre,
board of directors about the purchase of that bank, and we bong'
it at a price that was agreeable both to ourselves as well as to the
people who owned the stock, and we converted that into a branch.
As I say, it had $150,000 in deposits, and was a little hole in tb?

wall, not as big as this room, but within a short time it outgrew that'
and we bought a suitable lot on the square there and put up a first"
class building.
Mr. BRAND. A fine building.
Mr. OTTLEY. And that has gradually developed from $150,000 in

deposits to where they have now more than $1,000,000.
Mr. BRAND. That is what I wanted to know about.
Mr. OTTLEY. That is, as you know, right on the edge of the count
Mr. BRAND. What would you advise in reference to Oglethoir

County, in Georgia, just as an illustration, which has not a bank In
it? Would you advise the people to go into branch banking or grouP
banking or chain banking?
Mr. OTTLEY. I would not advise chain banking, certainly.
Mr. BRAND. Well, between group banking and branch bankui. g.,

we had a branch banking law in Georgia, and it probably 1t be
enacted later, which would be to their best interest, to join Ynti
group or to establish a branch bank?
Mr. OTTLEY. I think the answer would be that they would be best

served and they would come nearer getting a branch of a bank the

they would become a member of some group. I would have to realli,

know more about it than I know now, but it would have to offer..

sufficient profit to warrant a bank putting an independent membe'
of a group in.
Mr. BRAND. In other words, under existing circumstances 9.°11

would prefer the branch bank if it could be established?
Mr. OTTLEY. I think they would come nearer getting a branch the°

they would a bank in any other way.
Mr. BRAND. That is the next question I wanted to ask you.
The CHAIRMAN. Judge Brand, will you yield?
Mr. BRAND. Yes.
The CHAIRMAN. Mrs. Pratt wants to ask two or three questions'

as she has to leave.
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Mrs. PRATT. Mr. Chairman and Mr. Ottley, I just want to ask a
question in connection with the questions that Judge Brand was
askillg you.
You would have no objection to handling the farmers' business or

to giving loans to farmers, would you?
Mr. OTTLEY. Certainly have no prejudice against dealing with the

'armers, where they were on the same basis that we deal with the
xnerchant.

' 
Mrs. PRATT. If they had sufficiently good credit, they would be

entitled to the same consideration as anybody else?
Mr. OTTLEY. Yes.
Mrs. PRATT. It has been brought out here in nearly all of these

°earings, Mr. Ottley—and I do not know whether the people who
tuade the statements felt that the condition was not normal or was
!1°t exactly the right thing—that large sums of money are invested

New York by the bankers, or that credit is drawn from the local
,auks to the New York market, but is it not true that all solvent
°auks must have and should have a large amount of easily available
eiredit against their deposits, and is it not normal and natural that they
:Omld go to the largest market, where there is a more diversified
b3rX3 of credit? Do you see anywhere any disadvantage in that?
„ Mr. OTTLEY. In answer to your question, I will say that I think
'uere are distinctly two sides to that question. When it comes to
hat might be termed the interior bank, and speaking for the First

Aational Bank, of which I am president, we have found that a very
treat convenience. Our first service is to our customers, but in viewcl! the fact that the Federal reserve bank does not pay any interest,
ejther on our reserve or any surplus over and above our reserve, it
nen becomes a question, after we have first served our own customers,
as to what we are going to do with that money to make it, first, safe
„and, second, easily available, and, to add one more consideration, to:
vhltrn the best return, and if it is commercial paper, we buy commercial
svaPer ; if it is Government bonds, we buy Government bonds. Money
heeks its level just the same as water, and if the call money market
YS us better than to purchase commercial paper, that is where we go.
Under the practice of the First National Bank for a number of

ears, we have divided, and our reports will show it, our surplus
„ °/ley in practically three ways; that is to say, practically one-third

the call market, practically one-third in Government bonds and
4rtain stocks, possibly, and practically one-third in commercial paper.
Mrs. PRATT. You feel that the day of the small unit bank is really

13% ..ssing, do you?
if Mr. OTTLEY. Yes; and I so stated in my statement yesterday.
thinore unit banks are going out than coming in, I think that shows
e‘ _Way the wind is blowing.
Mrs. PRATT. Do you feel that if a system of branch banking should

he authorized, there should be any means provided to prevent a
I'Inch bank being established in a community where that would come
, _competition with an existing unit bank that was giving fair service?
Mr. OTTLEY. Personally I do not.
Mr. PRATT. You think that there should not be a branch bank
't,ablished?
, Mr. OTTLEY. No; you asked me if there should be legislation to
"I'event that.
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Mrs. PRATT. Yes.
Mr. OTTLEY. The whole idea that has been prevalent in this com-

mittee is that you do not want 
MTS. PRATT. Monopoly.
Mr. OTTLEY. Monopoly. You can not eat your cake and have it,

too, and if you go ahead and say that there should be branch banking
and then legislate that you can not do this, or that, or put a bank
here, the result will be that you will be giving that local bank the
the very thing you have tried to legislate against, a monpoly.
Mrs. PRATT. Would it not be true that a branch bank, with its

larger resources back of it, could drive a unit bank out of existence
even though that unit bank had been giving a fair service? Is it net
pretty hard for the unit bank to stand up under the competition of a
branch bank?
Mr. OTTLEY. Mrs. Pratt, I would like to say that probably there

is no business that is more dependent on public favor than banki4
and if a bank from the outside went in and it did not meet Wit?,
popular favor, or did not have the indorsement of the community, it
could not do business.
I can illustrate that point right now by referring to the question

that Judge Brand asked me about Decatur. There was another
bank in Decatur at the time we bought this little struggling ba31,1(
down there, and that bank has gone along and while this bronco
started with about $150,000 in deposits and has increased thole
deposits to $1,000,000, the other bank at that time had in Total'',
figures $1,000,000 and in round figures it has $1,000,000 now. That
is to say, we have brought business into the town that was not there
before, not that we have taken it away from that bank.
That is a practical illustration of what we were discussing.
Mrs. PRATT. The point I was leading up to is this: Would you be

in favor of restraining large metropolitan banks in establishillg
branches in the smaller communities?
Mr. OTTLEY. The point about it is that I think that you would be

giving the smaller communities something that they do not have nevi
and it is in their interest.
Mrs. PRATT. Just one more question, and that is with regard to the

holding company. In your opinion, would it be wise or desirable
have those holding companies subject to the same supervision aau
examination that the national and State banks have?
MT. OTTLEY. It would.
Mrs. PRATT. I think that is all, Mr. Chairman.
Mr. BRAND. I will finish. I have only one or two other questions

to propound, Mr. Chairman.
Mr. Ottley, in your smaller banks, what is the average salary you

pay your clerical force?
Mr. OTTLEY. You mean those banks outside of Atlanta?
MT. BRAND. Yes.
Mr. OTTLEY. We have not any that small.
Mr. BRAND. What is the smallest?
Mr. OTTLEY. Well, the smallest in capital and surplus I think

$362,000. That is the smallest one we have.
Mr. BRAND. You have one here at Columbus, about $2,000,000. t
Mr. OTTLEY. Yes; that is the smallest one, and that is abet'

$2,000,000.

A
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Mr. BRAND. Mr. Luce, you asked a question yesterday, I believe,
and I want to come back to it while you are present.
In Mr. Ottley's statement, this occurs:
The question may be raised whether, since branch banking beyond city limits18 prohibited by the McFadden Act, the First National Bank is not doing indirectlyNvhat is unlawful to be done directly. My answer is that the law permits us todo exactly what we are doing. It is done under the sanction of the law.
)[ think that he discussed that question with you, but there is one

„thing I did not understand, and I am only asking for information.
under what law was it, State or Federal, that you have formed your
group of banks down there?
Mr. OTTLEY. Under State law.
Mr. BRAND. Were all of these banks State banks, or were some of.

them national banks, that you took over?
Mr. OTTLEY. No, sir. The holding company is organized under

the laws of the State of Georgia, and the charter was granted by the
Superior court.
Mr. BRAND. The courts have no jurisdiction over national banks.

And I can understand how you could take State banks over.
Mr. OTTLEY. All in the world that that company has done is what

f!'.1Y member sitting around this table could do; that is to say, they
"ve just simply gone out and bought a certain .fimount of stock from
the individual shareholders that wanted to sell it.
Mr. BRAND. I wanted you to amplify your statement, because Idid not really understand it. .

, Mr. OTTLEY. Yes. I would like to say this in connection with our
buying of this stock, that first in each case we went to the presidents
of the banks and said, "You have a bank of which we think well"—
and I will tell you another thing, that all these banks had been
1'respondents, corresponding banks for years, and were good

friends, like you and I are, and we went to the presidents of those
Qanks and said, "We think this is the trend of the times and we
would like to buy a majority of your stock. We are not looking!or. any jobs; all that we are interested in and expect to make out of
it is a fair return and we want to buy your stock and pay what it is
Worth, and with our system and cooperation we think that we can
Inake it a better and larger bank and help you to make more moneyhan you are making at the present time."
Mr. BRAND. I think that is very fine. What. per cent, as a rule,

"es your parent bank own in these banks which you have taken'iver—what per cent of the stock?
Mr. OTTLEY. We own in excess of 50 per cent. 

L Mr. BRAND. I know you do. You have a majority control, but
"Iv much over 50 per cent, as a rule?
Mr. OTTLEY. We own from 50.16 per cent to as high as 78 per

e"t. What we have done is this: We have gone to the presidentd to the board of directors and said, "Now, gentleinen, we want a
141. nimum of 50 per cent and we are willing to buy as much more asnYbody wants to sell," and in each ease we made an offer to the
*eareholders to sell any portion of the stock that they wanted to
;eh, and, as I say, the smallest one is 50.16 per cent; the other is8.21 per cent, as I remember it.
„ Mr. BRAND. I just want to state, for the benefit of those present,'fl iat when I said "We" a while ago n referring to the practice of our

L
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bank lending to farmers on crop mortgages, I was referring to the
Brand Banking Co., which has been a correspondent of Mr. Ottley's
bank ever since it was organized. We have kept more deposits in his
bank than in any other bank in Atlanta or elsewhere.
You know that to be a fact.
Mr. OTTLEY. That is a relationship, I would just like to take the

opportunity to say, that we have enjoyed through these many years.
Mr. BRAND. I am much obliged; it has been mutual.
The CHAIRMAN. In connection with the questions that Mrs. Pratt

asked you a few moments ago as to the concentration of banking
resources in the city of New York, I want to ask you one or two

questions. Some money is deposited, according to the custom ef
country banks, with their correspondent banks; but during the last
year or two an accumulation of the country's credit has gone into
brokers' loans and has been invested in the maket. It has been the
practice of these banks to loan money for their customers, throng!
the rules of the stock exchange, by letting them invest in brokers
loans, and this also may be a part of the clearing-house rules. Di
acting for their correspondents in that respect, the New York banks
have been making a charge of one-half of 1 per cent when they loaned
money for their customers in the market.
I would like to ask you if in your opinion and with your knowledge

of the national banking laws, this is a legal procedure? Have the

New York national banks the legal right to act in that capacity?
Mr. OTTLEY. Mr. McFadden, I am not able to answer that

question.
The CHAIRMAN. Inasmuch as the comptroller happens to be here,

I am going to ask him if he will tell us whether it is legal under the
national banking law, for the New York national banks, as agents
for country banks as lenders, to act in that capacity in regard to
financing brokers' loans?
Mr. POLE. I have heard of no legal objection to it, Mr. Chairman.

I would hardly be qualified to answer that question, however.
The CHAIRMAN. The matter has been called to my attention by an

ex-national bank examiner, and he makes the definite statement that

the national banking law does not permit national banks to act in
that capacity. It is an interesting question.
Mr. POLE. Yes.
The CHAIRMAN. And I wanted to raise it.
Mr. POLE. It is an interesting question.
The CHAIRMAN. It is a matter that should be definitely known!

particularly by your office.
Mr. POLE. Yes, indeed; very interesting.
The CHAIRMAN. I am going to ask you, Mr. Pole, if you will giN1

some deliberation to that question and write me what the opinion °'
your office is as regards national banks acting in that capacity.
Mr. POLE. I shall be very glad to do that.
The CHAIRMAN. We only have 10 minutes now until our adjoinli"

ing time, and I am wondering whether you will be back this afternoon,

Mr. Ottley.
Mr. BUSBY. I just have a few questions, and I can finish in 1°

minutes.
The CHAIRMAN. Very well.



BRANCH, CHAIN, AND GROUP BANKING 1319

Mr. BUSBY. Mr. Seiberling has a question which he asked me to
ask, and I would yield to him.
Mr. SEIBERLING. The question was this: If you had branch bank-

ing in the sixth Federal reserve district, do you think that that would
increase the financial importance of the centers of that district tosuch an extent that in all probability the district would do substan-
tially all of the financing required by industry and corporations in
that district?
Mr. OTTLEY. I think it would very largely increase and enhance

the ability of the district to do its own financing. In short, my con-
ception of it is that it would have a tendency along the lines that
followed the establishment of the Federal reserve system; that is to
say, that when reserves were required by law to be carried there
instead of being carried somewhere else, it made those districts

' 
par-

ticularly the sixth Federal district, very much more self-contained
from a financial point of view than it ever was before, and I think
along the same line—
Mr. SEIBERLING. You think it would have the effect of decen-

tralizing to some extent money and credits and distributing them to
the various Federal reserve districts?
Mr. OTTLEY. Yes, sir.
Mr. SEIBERLING. That is all.
Mr. BUSBY. Business throughout the country is combining and

coining together in larger units in all of the several spheres of business
activity, is it not?
Mr. OTTLEY. It is, sir.
Mr. BUSBY. In other words take a corporation such as the one

known as General Foods. That is a holding company that deals with
all types and kinds of business activities that are in line with the sup-
Plying of food to the people of the Nation. There is the Steel Cor-
Poration, General Motors, and many other like business activities,
Many other holding companies, that control the business activities in
the several fields, and they are getting together in larger and larger
units all the time, are they not?
Mr. OTTLEY. Correct.
Mr. BUSBY. Now, following Mr. Seiberling's question, it would be

impossible to keep the headquarters for those institutions from going
to the larger money centers m our country, would it not?
Mr. OTTLEY. Yes, sir; it would be impossible.
Mr. BUSBY. You had one institution that grew to very great pro-

Portions in Atlanta, the coca cola business. Do you know where the
coca cola business headquarters are at the present time, whether in
Atlanta or New York?
Mr. OTTLEY. Atlanta.
Mr. BUSBY. Now, while business is growing bigger, banks will haveto grow bigger to take care of the business of these growing institu-

tions, will they not?
Mr. OTTLEY. That is correct.
Mr. BUSBY. And do you not think that that is largely the reason

Why banks are being put to the test in trying to get together as
quickly as possible in larger units?
Mr. OTTLEY. Undoubtedly so, sir. In other words, the banks are

but servants of business, and in order to serve bigger business, they
must be larger themselves.
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Mr. BUSBY. Now, you spoke of a great many- banking failures .in
Georgia. I know that North Carolina, South Carolina, Georgia?
and Florida had a very unusual percentage of bank failures during
the last !imp years. Do you not think that that was due largely to
speculation in lands and in land values during that period of time?
Mr. OTTLEY. Well, I would not think it was necessarily due to

land speculation.
Mr. BUSBY. That was largely true in Florida, was it not?
Mr. OTTLEY. Yes, sir.
Mr. BUSBY. Was it true to any extent in Georgia?
Mr. OTTLEY. We have had, I would say, very little land speculation

in Georgia.
Mr. BUSBY. The result of the Florida boom, however, was to siphon

the money out of your territory, it being close by, into the Florida
operations, was it not?
Mr. OTTLEY. A great deal of money went there; yes, sir.
Mr. BUSBY. And that was also true of other States such as those

just north of Florida, North Carolina, and South Carolina?
Mr. OTTLEY. Yes.
Mr. BUSBY. Do you not think that those States were ultimately

affected in a financial way by reason of the fact that the people
took available money and went to Florida and tried to make fortunes
with it and then lost much of it when the crash came?
Mr. OTTLEY. I think that had some effect, but within a very short

time this system that has been discussed here, the Manley systeIfl?
produced a very large number of banks which failed immediately or
within a very short period of time, and then the other bank failures
in Florida, that have continued following that, have been due to the
depression as an after result of land speculation. Now, in Georas,
primarily, I would think, and as far as I would express an opinion, 0.1
South Carolina, it is mainly due to the depressed condition of agri-
culture, and, as I have endeavored to point out, the foundation for the
average country bank is banking, and if the farmer makes money?
the banks make money, and if he does not, then they are out of luck.
Mr. BUSBY. Now, agriculture was boosted and developed con-

siderably in response to the appeal of the Government during time

war and shortly after the war, to grow foods and supply the Nation

and the Army, do you not think?
Mr. OTTLEY. I think so.
Mr. BUSBY. Do you remember the days of 1918 and 1919, when

we were appealing to people to even plant gardens in their back yards?
MT. OTTLEY. Yes.
Mr. BUSBY. During those days wheat stood at $2.20 a bushel all

through the Northwest. I notice another great stretch of territory'?
in the central Northwest, in the wheat-growing district, where bank
failures were tremendous during the last nine years. Do you not
Think that that was du p largely to the appeal that caused us to over-
develop our agricultural activities?
Mr. OTTLEY. Well, I see what you mean. At any rate, there was

an overproduction at high prices, and it was the deflation from the
high prices to the low prices that resulted in these bank failures..
Mr. BUSBY. The banks that were doing business in those sections

of the country could not help but go down when the country went
down.
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Mr. OTTLEY. That is correct; and when the community fails, the
little bank fails under that system.
Mr. BUSBY. Now, the present method of handling finances in this

country has the tendency to overdevelop commercial activities, es-
Pecially with regard to stocks and bonds, has it not?
Mr. OTTLEY. Mr. Busby, that is a question I believe to be a little

out of my line.
Mr. BUSBY. You know this, however, that financing trading on the

New York Stock Exchange, through the sale of stocks and bonds listed
on it as well as some other exchanges, has drawn considerable money
out of all parts of the country into those centers, and this action has
left a dearth of money in the outlying sections of the country, so much
so that business has been stifled considerably for lack of money on
Which to operate; is not that true?
Mr. OTTLEY. According to my observation, that is not correct.
Mr. BUSBY. It is not correct? .
Mr. OTTLEY. I might just say this, that a great many corporations

heretofore have financed their business by borrowing money on the
inotes of the corporation, but n later years those corporations have

taken advantage of the money market to sell preferred stock, to sell
debentures, and to sell bonds which would finance their business for
a number of years, and those securities have been sold throughout
the country, and that has taken them out of the banks to a large ex-
tent and relieved them of the necessity of borrowing from banks;
and right at that point I might say that under the Federal reserve
system one of the most difficult things that banks have to deal with
to-day is to keep their funds invested in loans that are eligible for
rediscount with the Federal reserve bank.
Mr. BUSBY. What do you think about the law being broadened

sO as to make more classes of paper subject to rediscount at the
Federal reserve banks?
Mr. OTTLEY. I think that is worthy of this committee's most

earnest consideration.
Mr. BUSBY. IS it not quite an effort to try to find enough eligible

Paper to invest the assets of the banks that must be kept liquid?
Mr. OTTLEY. That is correct. .
Mr. BUSBY. Formerly corporations and business institutions bor-

rowed their money from banks, did they not?
Mr. OTTLEY. 'Y 'es, sir.
Mr. BUSBY. And under the present system those same business

activities or institutions or corporations issue their stocks, bonds,
and debentures and sell them through the stock exchange, getting
their money directly from the people who purchase these stocks,
bonds, and securities?
Mr. OTTLEY. ,That is correct.

, Mr. BUSBY. And it has reversed the entire system within the last
TeNy.years?
Mr. OTTLEY. Yes, sir; and might I just add one word along

that line?
Mr. BUSBY. Yes.
Mr. OTTLEY. And that is this, that up to the period of the war,

the large majority of loans that were offered to banks were without
collateral; that is, they were plain notes, based on indorsements or
a statement, as the case might be. The agitation that went through
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the country about buying United States bonds was a wonderful
step toward thrift, so that now in the majority of instances when
people come in for a loan, they have invested in Liberty bonds,
started that way, and then bought these securities to which you
referred, and they come in from time to time with collateral, and
the number of borrowers who voluntarily offer collateral listed on
the stock exchange has multiplied very, very greatly.
Mr. BUSBY. That is all, Mr. Chairman.
The CHAIRMAN. We will recess until 2.30 o'clock this afternoon.
(Thereupon, at 1 o'clock p. m., a recess was taken until 2.30

o'clock p. m.)
AFTER RECESS

The hearing was resumed at 2.30 o'clock p. m., at the conclusion of
the recess.

STATEMENT OF JOHN K. OTTLEY—Resumed

The CHAIRMAN. Mr. Ottley, I should like to ask you—and nlY
question does not apply particularly to your own situation but to the
development generally throughout the country—about the con-
solidation of banking groups which results in chain, group, and the
extension of branch banking. How much of this development do
you think is a desire of the moving spirits to become big, because
bigness means financial power; in other words, is that prompted by
a desire to get big or prompted by other motives?
Mr. OTTLEY. Mr. Chairman, it is my belief that it is prompted by

the economic trend of the business..
The CHAIRMAN. In that connection, some people make the argu-

ment that great banking consolidations are not needed to accommo-
date great industrial combinations and point out that it is fallacious.
They point to the fact that most of these corporations do not need
banking help.
This morning Mr. Busby asked you some questions pertaining to

the change in the method of financing business; that whereas it was
heretofore done largely through banks, now the corporations and
big industries are getting their money through the issuance of com-
mon stocks and modern vehicles of investment securities.
In that connection I recall the other day when Mr. George F.

Rand, of Buffalo, was before the committee, he cited, off the record,
case after case of large accounts, m and around Buffalo, or within the
area of their banks, which because of consolidations with larger
corporations, with their main offices in New York City, had been lost. 
Ifyou will look over the annual statements—look over the Sep-

tember 29 clearing-house banks of New York City—you will fina
where those banks were acting as brokers for these industrial corpora-
tions and lending large amounts of money which at that time was
running up into the billions of dollars. I think you will find that We
have an entirely different situation. Would you care to comment on
that particular angle of the thing?
Mr. OTTLEY. As to the angle of these New York banks acting as

brokers for those concerns in lending money?
The CHAIRMAN. Not particularly that, but I was attempting t°,

show how that was piling up in New York on account of these changea



BRANCH, CHAIN, AND GROUP BANKING 1323

methods of financing. You say that this is necessary to accommo-
date these large groups that are being formed, whereas, as a matterof fact, most of them are being financed independently of the banks.
Mr. OTTLEY. I shall be glad to give you my idea on that.
The CHAIRMAN. It is a factor in this whole situation and we wouldbe glad to get your thought on it.
Mr. OTTLEY. Just as I stated this morning, a large number of these

corporations, instead of borrowing, as they formerly did, you might
say, in a small continuous or seasonal demand, that is not now so
true because of their particular financing. On the other hand, from
tune to time these big corporations for a short period—maybe one
time this one and another time that one and at intervals—want sums
of money that, on account of their size were formerly accepted as
being worth while, do not now mean anything when they want to
borrow money.
The CHAIRMAN. So that in order to take care of their casual de-

mands, you feel it is necessary to grow big in order to hold that
business?
Mr. OTTLEY. I should like to make a statement that I would prefer

Dot to go in the record, if it is agreeable to you.
The CHAIRMAN. We will be glad to have you do that.
(Discussion off the record.)
The CHAIRMAN. I understood you to say this morning that, in your

ludgment, these many small bank failures throughout Georgia, Flor-
ida, and other sections of the country were due largely to the deflation
Which took place in the price of products raised in those sections.
Was that a complete answer, do you think?
Mr. OTTLEY. I said that and I repeat that, and I might just simply

say to the general depression in which agriculture finds itself in our
territory.
The CHAIRMAN. Would you attribute management as any factor

in that situation?
Mr. OTTLEY. Management, I think, is always a factor.
The CHAIRMAN. Would you go so far as to say that these little

banks located in the isolatea farming communities, as a general thing,
were not competently managed?
Mr. OTTLEY. No, sir; I would not—
The CHAIRMAN. I am not intending that as a reflection on them,

but I am prompted to ask that question to elicit the information be-
cause of the fact in some of these localities there are good banks
existing to-day who have been making loans to that class of people
Whereas other banks in that community or territory have failed.
I am trying to ascertain what is the real cause for that. During

giis distressed condition, I happened to. address a group of bankers
in .New Hampshire when banks were failing in the Northwestern and
Middle sections of the country and I was impressed by the type of
Men who attended that meeting. There have been practically no
bank failures up there, but here was a conservative type of men
entirely different from the type that existed in the localities where
the failures occurred, where oftentimes they were the sons or brothers
pf the farmers of the community or the people engaged in vocationsin that community, where their money was received from that class
of people and loans made to that class of people where, if crops were
bad they were liable to be involved.
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I wondered how much management entered into that situation.
Mr. OTTLEY. I think management enters very materially into the

success or failure of any line of business and it is no different in banks.
Along that line, you will find in a community these several banks and
one or sometimes two will be successful and continue to be success-
ful, whereas the other bank in the community will limp along for a
while and then fail. Now, broadly speaking, they have the same
opportunity.
But I think that general conditions also have a great bearing.

Now when the base on which a bank rests is very much restricted,
it makes it very different. When it comes to the question of manage-
ment you will find in communities, particularly here and there, men
of property and who have grown up with the community and have
had experience and all, for reasons satisfactory to themselves, will
stay on in those communities. But you take the younger men that
are coming along, the opportunities apparently are so small in those
communities and in those small banks, that the best minds are sought,
I will put it, by the larger communities, giving them the larger
opportunity.
So, based upon my knowledge and information and experience, it

is growing increasingly difficult for the owners of those banks to
continue to have the management go along as it should in anY
organization. Based on that, we have constant inquiries from the
large owners—sometimes from the directors and sometimes from the
presidents—to assist them in finding young men who are willing to
come on as cashier and take over the work.
The CHAIRMAN. So, after all, management is a factor in those

situations?
Mr. OTTLEY. Yes sir; it is a great factor.
The CHAIRMAN. 1VIy familiarity with that period of time from 1893

up until 1923 comes from the fact that I grew up in a country bank
of the type we are now discussing and I knew personally of the
different changes that were run in on us from time to time and many'
times thoughts of those experiences have come to me since we got inW
these studies. Many of the causes most of us were not able to under-
stand at the time.
One of the most important changes that took place was in 1913

and 1914, when the Federal reserve act was created. I am wondering
whether the putting into operation of the Federal reserve act and the
classifications of loans, as to eligibility for rediscount in the Federal re-
serve, and perhaps the adoption of a different set of rules in regard to
country banks, and the fact that subsequently the opportunity for maul
of these banks to make money was taken away from them—whether or
not that has not had considerable bearing and influence in connection
with this readjustment.
Would you care to say whether or not that is a factor in this situa-

tion? In other words, years ago the country bank was an entirelY
different shop from what it is to-day. It has been modernized and
is more up to date and along the lines of a city bank. Are we not
trying to make something of the country bank that is impossible?
Mr. OTTLEY. Mr. McFadden, I came up here prepared to come

before the committee and tell everything I know and everything 1
think.

t4
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The CHAIRMAN. I know this is a subject, Mr. Ottley, that you
have given some thought to.
MT. OTTLEY. Yes, sir.
The CHAIRMAN. Any banker who has been in the business as long

as you have and situated as you have been, in a position to observe
the small country bank and the city bank, certainly possesses valu-
able information for tnis committee in this study, and I am asking
the questions to get your views.
Mr. OTTLEY. And I am glad to give it to you. In the first place,

I should like to say that I am a great advocate of the Federal reserve
System, and I have been since its inception an ardent supporter of
that system.
The CHAIRMAN. I was not casting any reflection on it, you under-

stand.
Mr. OTTLEY. I understand, but I would like to preface what I

am going to say by the statement I have made, because there are
some things that I may say which, if I have not made that statement
in the opening, you might, or someone else might, think I was inclined
to criticize the Federal reserve system.
So, I want to open my statement by that.
I think that the establishment of the Federal reserve system has

been a great thing for the United States as a whole. I think that it
has been a great thing for the banking industry as a whole. I do
feel that, with regard to the small country bank, the Federal reserve
System might be liberalized; in fact, I think there are certain things
I will he gFad to mention that I feel the Federal reserve system might
be liberalized in regard to, in regard to all banks, but particularly to
the small country bank.
The question of exchange on collection of checks which, if they are

a member of the Federal reserve system they must remit without
any charge, has taken from the country bank a source of revenue.
In addition to that, the requirement that they shall keep their
reserve with the Federal reserve bank without interest, whereas they
could before keep their reserve with a correspondent and draw
interest, has been another thing.
I have been such an advocate of the Federal reserve system that

When country banks have asked me my advice as to whether to join
the system, I have unhesitatingly recommended them to be a mem-
ber of the Federal reserve system with the idea of giving their indorse-
Ment and their support and of really paying their part of the burden of
the Federal reserve system. Now, when they get right down to the
question of dollars and cents, from the standpoint of income, due to
the fact that, say, the First National Bank of Atlanta—this is purely
ilnpersonal—is a member of that system and gets the benefits of the
Federal reserve system, these country banks, of course, can get the
benefit of the stabilization that the Federal reserve system offers to
the banking industry really through us without paying the expense,
in a sense, that they would have to pay if they are a member of the
sYstem.
So I think, in view of the difficulties that country banks, particu-

larly, are having in making money—and no bank can be safe or other
business be safe unless it does make money—I think along that line
Probably, due to certain questions asked by members of this commit-
tee, they may be under the impression that the banking business as
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a whole is a very profitable and very lucrative business, but I think
as an offset to that, a study of the bank failures of this country,
particularly in the rural districts, might make them take a second
thought on that 
The CHAIRMAN. You would also recommend a study of the earnings

of small banks throughout the country?
MT. OTTLEY. Yes, sir.
The CHAIRMAN. And the amount of interest they pay on deposits?
Mr. OTTLEY. Yes, sir. Along the line that we were discussing,

it has occurred to me that the Federal reserve system might, to the
advantage of the banking fraternity, as well as to the advantage of
the Federal reserve system itself, liberalize its policy in two particu-
lars. One is to the country bank in the possibility of paying or
allowing them some form of exchange. For example, when the
Federal reserve system was organized it said that a check in one place
is immediately available, without cost, in a different place in the
country. That was passed on to the public, but as a matter of fact,
the Federal reserve bank—and you know better than anybody else
when you put a check in, the bank has to carry that float.
The CHAIRMAN. I am sure you will recall the fact that I led the

fight for the country banks when the so-called Hardwick amendment
was up. I felt then and feel now there should be some way to recom-
pense the small country banker for that service. I think the Federal
reserve system has since recognized that and I think they agree there
was a grave mistake made.
Mr. OTTLEY. I believe that because of this par clearance that they

at one time outlined they would enforce rigorously, but they have not
continued.
The CHAIRMAN. The Federal reserve itself has adopted a service

charge on certain collections?
Mr. OTTLEY. No, sir.
The CHAIRMAN. They have not?
Mr. OTTLEY. No, sir. So, I would think they could well afford to

consider a modification of the Federal reserve system in allowing
compensation for the collection and remittance of checks and collec-
tions—checks particularly, because they may allow it under collec-
tions; but checks in towns of small population.
Second, I feel that the earnings of a Federal reserve bank could well

afford to have what I would term a more even distribution than they
have at the present time in that the banks make a contribution of the
capital which was originally the thing which was put at risk, on
which they get 6 per cent, but in addition to the capital, then the
banks furnish the reserve on which they are not allowed any interest.
The Government, on the other hand, gives them the franchise for
using Federal reserve notes.
Now, I feel the Government and the banks are really partners

in the operation of the Federal reserve system, whereas the only
compensation or only return that the banks ever receive is the interest
or dividends on the amount of capital stock which they have actuallY
paid in. All of the profits and all the reserves belong to the Govern-
ment over and above the actual capital paid in and I believe I sin
correct in saying that the Federal Reserve Bank of Atlanta, for
illustration, for the last year, paid a franchise tax to the Government
of approximately $900,000.
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Now, roughly speaking, the member banks made an equal con-
tribution along with the Government. Now, if the exchange was
given consideration to the banks M the smaller communities, that
would help them and be an incentive to them to join the Federal
reserve system.
The CHAIRMAN. You recognize, of course, that the Federal reserve

System is of more value to the banks that are located in close proximity
to the Federal reserve centers, than to the little banks off in the field?
Mr. OTTLEY. Yes.
The CHAIRMAN. If I understand you correctly, you would like

to do something out of the Federal reserve earnings for the fellow in
the sticks—do more for him than for the fellow who gets a more direct
benefit from the Federal reserve bank?
Mr. OTTLEY. Yes, sir.
The CHAIRMAN. You make a distinction between the two?
MY. OTTLEY. Yes, sir.
The CHAIRMAN. I think there is a demarcation there where some

additional relief could be extended from the system.
Mr. OTTLEY. In short, I am suggesting that the question of con-

sideration in the matter of exchange for the collection of checks be
allowed in towns of small population which would automatically cut
out places like Atlanta, New Orleans, and cities of that kind.
The CHAIRMAN. Have you any other suggestion as to how the small

Country bank might be put into a stronger position to have more
earning power?
Mr. OTTLEY. Yes, sir. The question of exchange, I think should be

an exclusive proposition with reference to towns of small population.
Now, then, I think that it would be a great mistake for the Federal

reserve system to increase its fixed charges, but I do believe that the
expenses should be paid and losses should be charged, the dividends
on the small capital stock should be paid and that the residue of
earnings should be on a basis of a fair division between the Govern-
rnent and the shareholders; that is to say, that the country bank then
Would not be guaranteed a given percentage of interest on its reserve
or any member bank so far as that is concerned, so as to create a fixed
Charge on the Federal reserve system, but when the year's business
Was done and finished and wound up, that both the Government and
the member banks would participate in the earnings.
The CHAIRMAN. In the distribution?
Mr. OTTLEY. Yes, sir; in the distribution of earnings.
Now, that would help the country bank in addition to its exchange.

It also would help the member bank, whether large or small.
The CHAIRMAN. I introduced a bill in the present session of Congress

attempting to deal with that particular thing. In it I attempted to
distinguish between the bank located near the Federal reserve bank
as against the smaller country bank, giving the country bank a larger
Percentage of the earnings. It is a difficult thing to work out, but I
Was trying to do it, basing it on their capital and legal reserve deposited
With the banks.
Mr. OTTLEY. Another thing I think should be allowed and that is

that participation in the division of earnings should apply only up to
the required legal reserve; that is to say, I am not suggesting that
they should pay it on the amount of money that a bank might keep
there, but on what they are required by law to keep there. I am of
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the opinion that that would really not cost the government a lot Of
money to do that, for this reason: When people have money invested
and they have an opportunity to get a return on it, they take an active
and direct interest m the management of that concern and in the
amount that it makes.
Under present conditions, why member banks, under the existing

law, can only get 6 per cent on the amount of the capital stock they 
inpay . .There is no incentive for the member banks to take an active

interest m a Federal reserve bank. They do not have any stock-
holders' meetings, such as are ordinarily held. The election of the
directors is conducted by mail under the various classes, and so forth,
whereas I believe that if the member banks had a chance to participate
in .the earnings it would be first an incentive to increase the member-
ship m these banks and, second, it would create an active interest
in the Federal reserve system which now does not exist.
The CHAIRMAN. There is another angle to this, Mr. Ottley, that I

want to direct your attention to, from my own observation, from the
period between 1893 to 1924, in the country banks.
Mr. BRAND. May I ask a question there without interrupting you?
The CHAIRMAN. Yes.
Mr. BRAND. You mean,. as I understand you, after ascertaining

the amount of the franchise tax to be paid m the Treasury of the
United States and before the 12 banks pay the same to take a part of
it and give it back to the country bank?
Mr. OTTLEY. That is the point I am trying to make. Do you know

what the franchise tax is now?
Mr. BRAND. Total amount paid by all the Federal reserve banks

since organization is $147,109,574. The Atlanta bank paid for 19291
$803,790.
Mr. OTTLEY. Well, they call it a franchise tax, but, as a matter of

fact, it is all that they earn.
The CHAIRMAN. During the period I have referred to the method

of conducting these country banks has entirely changed. For long
periods during that time there were comparatively few failures. of

coantry banks, and I wonder whether the question of supervisi.on

or the introduction of new methods has had anything to do with
these more recent failures; m other words, this distinction: Were
we, during those periods of no failures, more lenient in regard to the
class of securities these banks held, or have we adopted more drastic
methods of examination and criticism now, that bring about these
failures?
I wish to bring out another point that has a bearing on this. 10

most of these country banks it is very difficult to have any market
values on the loans that are in there—that is, the security that is
back of them. It is a slow and different class of security, as con-
trasted with the security in city banks where there is a ready market
for it. I wonder whether our later rules and classifications and our
examinations have not proved too chkstic. In other words, as con-
trasted with the old rules which are as familiar to you, as a banker, f?
the A B C's are to a boy, we have not recently applied more drastic
rules.
I should like to go a step further in that connection, as to the

method of arriving at the real value of these assets. If we set up 0,
gage, as we have in the New York Stock Exchange, of securities, ni
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supply and demand for securities, as a daily average, which is repre-
sented in the quotation of securities, I wonder whether that is an
accurate criterion or whether the judgment of the men in the locality
Where the country bank is located as to the value of those securities
Might not be just as good. For instance, there was a time when
certain stock on the New York stock market, in the last few years,
was selling as high as $400 a share, whereas an accountant who
examined the assets of the company would find the liquidating valueof those shares was under $1. Do I make myself clear to you?
Mr. OTTLEY. Yes, sir; absolutely.
The CHAIRMAN. Has the question of arriving at the value of

securities back of loans in banks had anything to do with the drying
111) of these country banks?
Mr. OTTLEY. I think I understand what is back of your mind.

I would say, based on very accurate—I do not say accurate, but very
intimate—knowledge of the conditions of these country banks, both
national and State and their method of examination both in and out
of the Federal reserve and in and out of the national banking system,
I do not attribute the failures that we have had, to any change of the
form of examination or any change in the form of requirement or
to applying new rules as to the market value of the assets of thesepanics.
I am of the opinion that the national-bank examiners have been

intelligent but considerate. I am of opinion that the superintendents
of State banks have been very considerate—extremely so—and I
believe that the same applies to the examinations made by the Federal
Peserve system; that they have been intelligent but have been con-
siderate.
I think I can give you an illustration that will bring out the point

You have in mind, but I should like to make it off the record if it is
agreeable to you.
The CHAIRMAN. That may be done.
(Discussion off the record.)
The CHAIRMAN. You do not see any possibilityl in the building up

of these groups that there might be a concentration of power which
Would restrict and tend to dry up the rural districts of 

this 
country?

Mr. OTTLEY. Mr. McFadden I do not. So far as the groups are
concerned, I think the real difficulty will be to get good groups to
go into the country.
The CHAIRMAN. You think they would be better served? You

tiay have answered this question as to group and branch banking.
You think the group plan would be preferable to chain or branch
banking?
Mr. OTTLEY. I have answered that at length, but you were not

here, and I will be glad to answer it again, and I wish to say that,
in my opinion, the group system is superior to unit banking and that,
011 the other hand, branch banking is superior to group banking in
that it can be made very much more flexible and can be operated at
,'-ery much less expense than can the group system. I have outlined
nek my statement—I have just made a rough estimate of it and it
will answer what you have in mind—just a rough estimate on my
Part is that it would take a bank of approximately $1,000,000 to
Warrant a group in wanting to take over the control of it; in other
Words, it would take about $1,000,000 under the group plan, to interest
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the group in going into any particular bank, whereas, as a matter of
fact, a branch could be operated and make money on very much less
deposits.
The CHAIRMAN. Under the present predicament that we are in,

with this movement in progress to the extent it is, supposing that
Congress fails to act on the subject of branch banking: Will the de-
velopment in these various forms continue under the impetus already
given them; in other words, that this thing will go on and go on and
go on until we develop the group and chain banking idea to the
"nth" degree, probably?
Mr. OTTLEY. I would like to speak about group or branch banking,

but the chain idea I am not in favor of. But I think, in the absence
of legislation, the group method will continue to progress.
The CHAIRMAN. Well, would you think it advisable, in view of the

possible tendency of weak groups to get into that particular kind of
business now—the danger that exists, for instance, in building UP
such a group as was known as the Manley Group in your country?
I mean by that--and I stated this the other day—they are formu-
lating groups by promoters who are proposing to take over a large
number of small banks in various States and operate them through
holding-company management. They are going into stock promo-
tions and getting the money to buy up control of these banks and
use them in the way that holding-company promoters might use thou
first, to gain control of the assets and preempt the business of the
particular vicinity in which they are operating and use it in the
exploitation and sale of securities.
They are a different type of people than you and the Guardian

Trust people in Detroit and the Marine Group in Buffalo and these
other groups. There is no check on those people doing that; in other
words, any one can go out to-day and buy a bank anywhere without
asking any superintendent of banks or the Comptroller of the Cur-
rency or the Federal Reserve Board whether or not it is the right
thing to do.
Would you think, in the circumstances—and I think you knoc,

what is in the air at the present time—while this discussion is on an°
we are studying this situation and. getting ready, perhaps, to legislate
to cover the requirements, it might be advisable to put in some
restrictive legislation to provide, for instance, that no bank could he
taken over into a group, either a national or State member bank of the
Federal Reserve System, without getting the consent of the Com?'
troller or the Federal Reserve Board or both?
Mr. OTTLEY. Mr. Chairman, I think that would be highll

desirable.
The CHAIRMAN. The thought has been growing, while we are

considering this particular legislation and the agitation is on, that
the mere discussion of this subject has enlarged and magnified the
opportunity in the minds of clever people that here was a chance W
proceed while there was no check, so that there might be built uP
m this country bank groups that might be in entirely wrong hank
and that perhaps we should, pending the outcome, put some chea
on it.
Mr. OTTLEY. I am very much impressed with the question and .the

way you have put it, and I would say this, that, first, the Fire!
National as a group would welcome any check that you might put'
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in other words, if ,the Comptroller of the Currency, or the FederalReserve Board, or both, objected to our annexing or acquiring any
Other bank, I would think that we ought not to do it; we might!igree with it and we might not, but I mean by that that in theinterest of this system as a whole I think it is desirable, particularly
desirable, to insure the right kind of people going in it and on a
Proper basis, and, so far as I am concerned, and so far as the interestsI represent are concerned, I would welcome it.
The CHAIRMAN. Of course, the only way the Congress could reach

that would be through national banks and State member banks ofthe Federal reserve system. That would leave unprotected, how-
ever, unless the State banking departments of the various States
P.rornulgated special rules and regulations, or the States provided
similar laws the State banks which are not members of the Federal
reserve system. However, it would confine the. operations of pro-
Motors attempting to do this thing to that particular class of non-
member State banks.
Mr. OTTLEY. I catch your point.
The CHAIRMAN. I have before me a draft of bill to cover that, and

I would like to have your opinion on it. The bill proposes to authorize
the Comptroller of the Currency and/or the Federal Reserve Board,
or both, to approve or disapprove the entry of. any member bank in
the Federal reserve system into group or chain banking. The bill
Would read as follows:
Be it enacted by the Senate and House of Representatives of the United States of

America in Congress assembled, That after the approval of this act it shall be
unlawful for any corporation, copartnership, individual or trustee to purchase or
Otherwise to acquire more than 25 per cent of the shares of the capital stock of
znore than one member-bank of the Federal reserve system, whether State or
national bank member, except after first having the approval of the Comptroller
of the Currency and/or Federal Reserve Board, or both.
Any person Or corporation violating this act shall be deemed guilty of a mis-

demeanor and shall upon conviction thereof in any District Court of the United
States be fined not more than $10,000.:

Would you think that such a provision as that would cover this
situation?
Mr. OTTLEY. Yes, sir. The only suggestion I would make, just

from hearing you read it over, is with respect to the question of the
25_per cent. I would think, if I may make a suggestion—
The CHAIRMAN. I want your suggestion.

, Mr. OTTLEY. I would think something along that line would be
highly desirable, for this reason, that in my judgment group banking
for the country is better than unit banking, and I do not know howlong it is going to be, but I feel that that is going to be the real sub-
stitute for branch banking.
You gentlemen have a hard task before you, and it may take some

time; nobody knows how long it is going to take for you to reach
Your final conclusion in this committee, and then in Congress, but
Pending that I feel that any restrictions or supervision that you can
hrow around group banking are desirable, with the idea of protect-

the public and not having a disrepute on what is going on at the
Present time.
The only suggestion that I would make about what you have read

there, as far as I can see it, is that I think that 25 per cent should
oe reduced. What I mean by that is not that 25 per cent is con-
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trolling, but I think that at the same time it would be undesirable
for a bad group to buy as much as 25 per cent.
The CHAIRMAN. Would you say 10 per cent?
Mr. OTTLEY. I would not want as much as 25 per cent.
The CHAIRMAN. Just what is your suggestion?
Mr. OTTLEY. In other words, I would say 10 per cent instead of

25 per cent. That would be my suggestion, because that 25 per
cent in one block would be too much influence if it was not the right
kind.
I may be wrong about it, but that is just a suggestion, and if you

are going to do it, you can do it with 10 per cent as well as 25 per
cent, and it will be that much safer.
The CHAIRMAN. In the formation of these groups it has come to

our attention that some of them, and rather strong groups, have been
taking over some banks that were not solvent. Some of the men who
are engaged in this group form of banking have suggested to us that
they would not take over a bank that was insolvent.
In your particular instance, have you confined your operations in

the South entirely to the soundness of the institution, or have you
taken over some banks where you wanted to preempt the business of
that locality and have taken them over at a possible loss?
Mr. OTTLEY. Mr. Chairman, I am very glad to be asked that ques-

tion and to be given an opportunity to answer.
I will say that our line of procedure has been first that we have

dealt only with banks for whom we had served as correspondents for
long number of years, and by virtue of that we knew the managemept
and we were well acquainted with the banks, and all of our negotia-
tions have been directly with the management; that is to say, I have
dealt right with the president of the institution and not gone on the
outside and bought up any stock. In addition to that, we have made
our negotiations based on an actual examination and appraisal of the
assets, and we have not bought any bank, first, that did not have
good management, second, that was not sound and clean—and I do
not know whether you have before you the names of the banks and
the dates on which they were organized. You will note that not $
single new institution is in there, not a single one that is an old bank.
with a fine reputation, well deserved.
I might add to that that the First National Bank is sufficiently

jealous of its reputation that we would not be willing to buy a bau0
that was not of the same character in its neighborhood that we were
in ours.
The CHAIRMAN. In your operations, have you an affiliated invest-

ment company?
Mr. OTTLEY. Yes, sir, we have; the First National Co.
The CHAIRMAN. Do you deal in investment securities?
Mr. OTTLEY. Yes, sir.
The CHAIRMAN. Are your activities in your investment companY

confined to your particular area or do you seek business outside?
Mr. OTTLEY. Of course, we do seek business. We do seek busin.ess

outside, but it primarily is confined to the sixth Federal reserve district.
The CHAIRMAN. Do you intend to confine your operations to what

you might call a trade area, or to the State of Georgia, or just what
is the fixed area that you have in mind?

a

st

ti
hE

CO
hu
th
Fe
as
th(

thf
Sp(

Fel
ftn(

ha \

tha
A

line
tak,
thei



BRANCH, CHAIN, AND GROUP BANKING 1333

Mr. OTTLEY. Our operations up to the present time have been con-
fined, so far as the affiliated banks are. concerned, to the State of
Georgia, but I do not have any hesitation in saying that I do not
feel that State lines mean anything, and, with regard to laws that
may be enacted, it is my suggestion, or rather my opinion, for I do
pot mean to suggest, that it would be advisable to limit branch bank-
ing, if you saw fit in your wisdom to permit it, to what might be called
trade areas, and when you come to the question of what should be a
trade area, I think that is probably the most difficult nut that you
are going to have to crack, and it isimore or less difficult for me to
answer the question as to what I term a trade area, but I would an-
swer that by saying that the country as a whole should be limited to
the Federal reserve districts as a basis. Various corporations have
made studies to determine what those trade areas were from a finan-
cial standpoint and the trend of business in the different sections of
the country, and a great deal of time and study were put in on that,
but I think that, as far as I have been able to observe, great wisdom
was exhibited in the establishment of those Federal reserve districts.
The CHAIRMAN. You would not go so far as to say that we should

co.nfine the banking business to be done in your district to that dis-
trict, would you?
Mr. OTTLEY. I would not suggest that you confine the banking

business to the district, because, of course, there are banks that do
business all over the United States; and I think that the idea of
avoiding monopolies is a fine thing, and I think that will stop the
Possibility of monopoly.
The CHAIRMAN. A/1y question was whether we should provide that

all banking business originating in a.certain Federal reserve district
Shall be done in that district, and with banks in that district only?
Mr. OTTLEY. NO, sir.
The CHAIRMAN. You would no go that far?
Mr. OTTLEY. I would not even touch that, because I think that

the public should have all the leeway that they can; but what I do
have in mind is this, that if you are going to grant branch banking,
I would suggest the Federal reserve districts as a basis, and in certain
eases I fake itTyou would find it desirable to go outside of the district,
but I think that the)Federal reserve district should be the basis for
the branches of a bank, that you should confine the branches to the
Federal reserve districts in which the banks are located, and then,
as to anything outside of that, it should be the exception rather than
the rule.
To illustrate what I mean more clearly from a personal standpoint

than otherwise, I said in my original statement that, just roughly
!peaking, I would suggest that in the case of Atlanta the sixth
Federal reserve district be the basis, plus a portion of South Carolina
and North Carolina.
The CHAIRMAN. In the formation and. operation of your group,

have you made any change in your lending policy from the policy
that the units followed in dealing with local business men?
Mr. OTTLEY. Yes, sir. We have made changes. The principal

hies 
that we have made in that respect have been to increase the

lines of credit to worthy customers in those cities; that is to say, you
take the cities into which we have gone; we have strong corporations
there that used or were likely to use lines of credit that were incon-
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sistent with what those local banks could either legally or comfortably
furnish. To illustrate what I mean, suppose that a concern was
getting a $100,000 line of credit from one of those local banks with
which we affiliated ourselves, and that those people had use for
$200,000, $300,000, or $400,000. We have granted those increased
loans where we were satisfied as to their soundness, and so forth, and
we have said to the local bank, "Go ahead and tell him he can get so
much," and to help that local bank we have just let them pass 418
paper in payable to their order, and when they got it up to their limit,
they just charged it to our account and sent it to us, and we bought
it without any recourse the same as we would buy commercial paw.
The CHAIRMAN. So you do make available, in the communities

where you are taking over these banks, funds from these other banks?
Mr. OTTLEY. Yes, sir.
The CHAIRMAN. From your observations up to date, would you

say that you have probably sent in more money to those localities than
you have taken out, or is that a difficult thing to state?
Mr. OTTLEY. I would say that we have sent more money in than

we have taken out, and, as a matter of fact, that was one of the things
that really appealed to the first national group, the fact that we
have a very large deposit account from a clsas of customers that aro
not continuous borrowers, and for that reason we have large sums.of
money for investment at all times, and we are seeking commergial
paper and other investments, and we felt that instead of just buying
commercial paper through a broker, somebody in San Francisco or
Boston or some place else, if we could invest that money in the South,
in our own district, that that would be of benefit to that customer as
well as of benefit to ourselves.
The CHAIRMAN. Have you been able to determine the effect that

the establishment of these members of your group has had on the
rates of interest paid by borrowers? In other words, has it changed
the rate of interest, or do you charge the current rates?
Mr. OTTLEY. Mr. Chairman, I could not answer that quest.iou

specifically, as to what effect, if any, it has had on the communitY,
but the loans with which I have come in contact have been based on

current going rates.
Mr. BRAND. May I ask a. question right there?
The CHAIRMAN. Yes.
Mr. BRAND. Suppose Congress should establish nation-wide branch

banking; what would become of your group of banks? Would they
continue to exist, or adapt themselves to the new law?
Mr. OTTLEY. Judge Brand, that is more or less a difficult questin,11

to answer, because that is in the future. In the first place, I do .no'
believe that this country is ready for nation-wide branch banking'
but regardless of whether it is or not, and regardless of whether Con:
gress should enact it, those of us in the First National Bank felt thab
group banking is here and on its way and that that was but a step W
branch banking, and we felt, first by the merger of the Atlanta'
Lowrey and the Fourth National into the First National, that WI
created an institution that was able to take care of big business full
that was in line with the trend of the times, and that it strengtheneu,
our position and, second, in creating this group, we felt that it pl.
us in an independent position so that if there was nation-wine
branch banking we would be in a position that we would have a place
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in the sun and it would put us in an independent position so that
We would not be and could not be forced to do something that did
not commend itself to us.

Is that clear?
Mr. BRAND. Yes.
The CHAIRMAN. Mr.. Ottley, in connection with the operation of

Your group and your investment houses, do any of your affiliated
Companies deal in the stocks of your own banks?
Mr. OTTLEY. I do not understand.
The CHAIRMAN. Do any of your banks or holding companies or

investment companies deal in the stocks of your own bank; or do
You make a market for them, buy and sell them actively?
Mr. OTTLEY. The First National Co. deals in securities, and they

buy if somebody comes along and has a few shares of stock that he
Wants to sell in the First National Bank, and they will sell it the same
48 they will buy the stock in any other bank.
The CHAIRMAN. But you do not do it for the purpose of main-

taining control, or anything like that, or to make a market for your
securities or maintain a market?

It was brought to the attention of the committee that in one in-
stance a holding company was created by a dividend out of the sur-
plus earnings of the bank and that that holding company is now
holding 70 per cent of the stock of the bank: Would you think that
Was good policy for a holding company, affiliated with and owned by
the same stockholders, to carry on?
Mr. OTTLEY. NO, Sir.
I might say, roughly speaking, that the First National Bank stock

is owned by around 1,250 shareholders, and if the First National Co.
has any of the stock of the First National Bank, it would be merely a
nominal amount.
The CHAIRMAN. In connection with the securities which your

securities company handles, either by underwriting them or other-
wise, does the central control use the units. of the group as a market?
In other words, do you originate securities and sell them to your
banks, as a general thing? .
Mr. OTTLEY. Those banks, if you would like to know exactly what

Our relationship is—
The CHAIRMAN. Yes.
Mr. OTTLEY. The First National Co. has an office in Savannah for

,the distribution of securities. Our affiliated organization there has a
pond department of its own, so that the operations, while friendly,
are entirely separate, and that bank, having a bond department, has
certain participations from time to time offered to them on their own
account.
The First National Co. also has an office at Macon, and they operate

their own bond department.
At Augusta the First National Co. has an office, and in view of the

fact that they are housed in the affiliated bank there, and furnished
certain clerical help and light, and so forth, a percentage of the
Profits made through that office is given to them, and they assume no
tesponsibility whatever. They have no money invested, and if there
Should be any loss, it is a loss of the First National Co.
Then there is one at Columbus on the same basis.

100136-30—vot 2 pr 10-6
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At Rome the First National Co. has no office, and the First National
Bank at Rome has no bond department.
The CHAIRMAN. Is it your observation that you are distributing

a larger amount of investment securities in that area than you did
previously through the individual banks? In other words, has this
evolution of this group tended to increase or decrease, your sales of
investment securities?
Mr. OTTLEY. Mr. Chairman, of course you know the trend of the

security business at the present time. I would answer your question
by saying that I think the evolution of these institutions would give
the company a greater prestige in those several localities than they
had theretofore enjoyed, and in the end that it would have a tend-
ency to increase the distribution.
The CHAIRMAN. Then there is something to the thought that in

the building up of institutions like this within a trade area there IS
apt to be a preemption of that territory in the distribution of securi-
ties?
MT. OTTLEY. Yes, sir.
The CHAIRMAN. I can presume that you look forward to the sale

of the major portion of the investment securities in that territory?
Mr. OTTLEY. Not necessarily so. I mean that I think it has

potential value, but the competition for the sale of securities is very
strong, due to the fact, as I stated sonic time in this hearing, that
the principal distributors of securities, mainly the affiliated com-
panies in the case of these larger banks in New York, Boston, and
Chicago, maintain offices in Atlanta, and some of them have a larger
number of men traveling out from Atlanta.
The CHAIRMAN. But this kind of an association strengthens your

opportunity to compete with that very class of business?
Mr. OTTLEY. Yes. I can tell you one other thing, that along with

that, in this group, we have an institution, the Atlanta Savings Bank,
which is purely a real-estate mortgage institution, and they lend
money on their own account and they also represent clients, both
individually, and as correspondents of insurance companies, and We
are gradually working out a basis to offer those facilities to the people
in these communities.
The CHAIRMAN. I assume that you would raise no objection to

throwing open for examination by the comptroller or the State_
banking department these affiliated companies of yours, would you.
Mr. OTTLEY. No, sir.
The CHAIRMAN. On the contrary, you would advise it?
MT. OTTLEY. Yes, sir; advise it and welcome it.
The CHAIRMAN. I thought you would.
I think that is about all that I can think of this afternoon.
Have you any further statement you would like to make to the

committee that would be helpful to us? After all, we are studying
this subject.
Mr. OTTLEY. Well, I made a suggestion about the Federal reserve

system, and you brought out your suggestion about inunediatm
legislation.
The CHAIRMAN. I am drafting that bill in proper form, and if it le

completed before the House adjourns to-day, it will be introduced.
If not, it will be introduced to-morrow morning.
Mr. OTTLEY. I heartily commend that.
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I think your committee is to be very highly commended for thepatience and all that they are putting in on this, because it is a veryimportant subject.
The CHAIRMAN. We are very grateful to you for coming up here,and if there is any other thought that comes to you, we will be gladto have you send it along to us.
After all, we are trying to do a constructive job here; we are tryingto get the facts and to find out just what is going on as well as whatlegislation is necessary to follow as a matter of course. It is a tre-

mendous undertaking to try to concentrate into these hearings all ofthe information that we ought to have, and the questions that havebeen asked of you around the table have been asked principally forthe purpose of eliciting information, for it does not always mean that
when I ask a question that I believe a certain thing; it merely means
that I am trying, and that is true of the other members of the com-
mittee, to bring out information, and you have been very frank withthe committee, as I knew you would be and as you are always.
So we are deeply appreciative, and I am sure that I express the

sentiment of all of the members of the committee to you for having
taken the time to come up here and appear before us.
Mr. OTTLEY. I am very glad that I came, and I would like to

thank you and the other members of your committee for the very
great consideration and courtesy which I consider they have all
shown me.
(Whereupon, at 4 o'clock p. m., the committee adjourned until

Thursday, May 1, 1930, at 10.30 o'clock a. m.)
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TUESDAY, MAY 8, 1980

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Washington, D. C.
The committee met in the committee room, Capitol, at 10.50 o'clock

a. m., Hon. Louis T. McFadden (chairman) presiding.
The CHAIRMAN. Gentlemen of the committee, we have before us

Mr. James A. Bacigalupi, president of the Transamerica Corporation.
Mr. BACIGALUPI. No, sir; I have not that honor.
The CHAIRMAN. What is your title?
Mr. BACIGALUPI. I am vice chairman of the advisory committee

of the Transamerica Corporation.
The CHAIRMAN. If you will take a seat opposite the reporter there,

We will be glad to hear from you. I presume you would like to pro-
ceed with your statement without interruption until you have com-
Pleted it?
Mr. BACIGALUPI. Yes, sir.
The CHAIRMAN. All right; you may proceed.

STATEMENT OF JAMES A. BACIGALUPI, VICE CHAIRMAN OF
ADVISORY COMMITTEE, TRANSAMERICA CORPORATION

Mr. BACIGALUPI. Mr. Chairman and members of the Committee
on Banking and Currency of the House of Representatives, at the very
Outset, we of the so-called Transamerica group wish to assure you of
Our readiness and eagerness to fully cooperate with your committee
In the matter of this important and timely investigation and study of
branch and group or chain banking in the United States, by placing
before you whatever experience or information we may have gained
during the past quarter of a century in this type of banking.
In our endeavor to lay a proper foundation for an intelligent inquiry

into our experience and to convey an adequate idea of the organization
we here represent, we have deemed it advisable to prepare a formal
introductory statement that might prove to be as explanatory of our
Many and varied activities as might be consistent with conciseness
and comprehensiveness.
As an aid to you in properly visualizing the present status of our

organizatio
'
n we have prepared two wall charts and a number of

smaller photostatic copies of them so that each committee member
may be possessed of a set and thus more easily follow, the origin
and the development of our many institutions over the past 25
Years.
Our activities begin with the establishment of the Bank of Italy

and, inasmuch as its origin, policies, trials, and triumphs constitute
1339
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the foundation and furnish the explanation of the present enlarged
structure of our interests, we ask your indulgence while we dwell a
little upon its humble beginning and phenomenal progress.
The Bank of Italy was incorporated under the laws of California-,

August 10, 1904, by a small group of San Francisco men, mainly
Italians and Americans of Italian origin.

It frequently has been said that ail institution is but the lengthened
shadow of a man. Certainly any consideration of the ideals, the
purposes, the growth, and progress of the Bank of Italy, unmistakably
reflects the peerless ability and forceful individualism of its founder—
a man who has been aptly. referred to as "stout-hearted, long-
headed, keen-visioned, enthusiastic American and Californian—A. P.
Giannini."
In the fall of 1904, with scarcely a ripple to mark its appearance

in the financial pool of western America, the Bank of Italy, with the
modest capital investment of $150,000, was launched in the great
city by the Golden Gate.
Mr. Giannini, excepting for a short previous association as a

director of the Columbus Savings and Loan Society, a small bank in
San Francisco which catered largely to an Italian and Italian-
American clientile, was not an experienced banker when the Bank of
Italy was organized. He was then about 34 years of age and had
but recently retired from the firm of. L. Scatena & Co., wholesale
commission dealers in California fruits and other food products,
which he had helped to build up to become the leading house of its
kind in that State. He was not .a rich man, neither were the other
men who joined him in the organization of the Bank of Italy.
During his busy and successful years in the commission business he

had formed a wide acquaintance .with men of all races and stations
as well as with agricultural, horticultural, and general business and
banking conditions; he was quick to sense the need of rural Cali-
fornia for a more democratic and helpful banking service, and he
dreamed his dream of a state-wide banking system that would in
due course bring to even the remotest corners of his native State the
boon of a more resourceful and adequate metropolitan bank. There
was nothing original in this thought, because San Francisco even then
possessed several successful branches of Canadian branch banks and
his reading and reasoning had convinced him that there must have
been sound merit in the fact that practically all other civilized
nations, much older in banking experience than our own, after try-
ing out every form and type of banking system, had uniformly adopted
nation-wide branch banking. He must be given full credit, however,
for having realized at the very start that the temperament of the
American people would not tolerate a condition of absentee " bank-
lordism." This obstacle he foresaw could easily be overcome if the
people of each locality entered were given a local management of
their acquaintance and confidence, a voice in the conduct of the local
branch and the opportunity of acquiring a financial interest in the
parent institution itself.
Having as a result of the skillful guidance and dynamic energy of

its founder most successfully survived the terrific quake and confla-
gration which laid San Francisco in ruins in 1906, when the bank was
but a little more than a year old, and having creditably come through
the national financial panic of 1907 with the distinction of having



BRANCH, CHAIN, AND GROUP BANKING 1341

been the only bank in California which paid exclusively in gold coin
throughout that distressful period, the Bank of Italy in 1909 first
availed itself of the permissive extra-city branch banking statute of
California by establishing its first out-of-town office. This branch
represented the absorption of the business and assets of the Commer-
cial Savings Bank of San Jose, situated 50 miles south of San Francisco.
The method used in the establishment of the San Jose branch has

been consistently employed in every other community entered, with
but one exception, namely, Sacramento, the State capital, where it
was found impossible to purchase a bank and, as a result of popular
Petition, led by the chamber of commerce of that city, the then
superintendent of banks granted the Bank of Italy a permit to open
a brand new office, a so-called de novo branch.
With the single exception of Sacramento then, the uniform policy

of the Bank of Italy has been to enter outside communities only
through the acquisition of an established local bank; to convert it
into a branch office; to retain its management and directorate, thence-
forth acting in the capacity of an advisory board, exercising a similar
supervision over the loans and business of the branch as it had there-
tofore when acting as a board of directors, excepting that its decisions
became recommendations rather than edicts; and, while not obliga-
tory, to interest as many of the old stockholders as possible and, in
addition, others of the community, in Bank of Italy stock.
When San Jose was entered, it was reasoned that the prudent way

to enter an outside community was to purchase an established bank,
because otherwise it could only be hoped, at the outset, to attract a
few disgruntled depositors and before sufficient good business could
be worked into, principally that which theretofore could find no
accorrunodation there on account of the smaller capital and limited
resources of the local banks, it would be years. Then, again, the
bank would inevitably be confronted with the necessity of building
a brand new local staff for the branch office—not the easiest thing in
modern banking.
Subsequent experience of the bank of Italy has amply demonstrated

the soundness of this reasoning. By purchasing a good bank—and,
almost without exception, such have been the banks which it has
Purchased—it acquired a staff, an advisory board, and local stock-
holders who were interested in the locality and familiar with local
People, values, and conditions. If the staff was found deficient, in
any given case, it was always a simple matter to straighten it where
needed. It started at once with an established and, in most cases, a
Paying business. It was able, because of the elimination of the capital
of the acquired bank and because also of its method of operation, the
guidance of experts at headquarters, wholesale purchases, etc., to
cut down the overhead prevailing at the time of the take-over, and
because of the bank's greater resources it was immediately able to
bid for and to receive a great deal of local business which theretofore
had to look to larger centers for accommodation.
The general policies which have uniformly characterized and dis-

tinguished the Bank of Italy from its very foundation may be briefly
stated as follows:

It has always been a truly democratic institution, a bank owned by
the people, conducted by men and women chosen from among the rank
and the file of the people and dedicated to the uniformly courteous
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and considerate service of all deserving people, regardless of social
standing or the size or importance of their business or patronage.
All of its officers and employees, from the president down, have been
stationed "out in the open' and are readily accessible during business
hours either by telephone or personal call, without the necessity of
breaking through a cordon of uniformed guards or officious underlings
to reach them. One of its inflexible rules has been to rigidly require
in its service a full 100 per cent of the time, thought and energy of
its officers and employees, without distinction. No entangling or
conflicting outside interests on the part of its officers and employees
has ever been countenanced. Demonstrated merit and not seniority
or "pull" has ever determined promotions within the bank. Total
abstinence in politics and all controversial questions, that do not
directly affect the weal of the bank, has always been the rule. It
has always been operated for the benefit of its customers and stock-
holders and not for the personal prestige or enrichment of its officers.
It has been progressive and dedicated to the demonstration of the
correctness and superiority of the branch-banking system as pursued
by it. It has never willingly permitted precedent to shape its course,
when once it has been convinced that a different method was equally
lawful and sounder and safer in principle and effect. And finally,
while "exceptional service" has always been its slogan, "Safety
above every other consideration" has been its constant admonition
and inviolable requirement.
The growth of the Bank of Italy and the expansion of its branch

system was gradual and extremely conservative in the first years of
its development. It was the pioneer in state-wide branch banking
in the United States and as such, without precedent or personal
experience to guide it, deemed it prudent to 'make haste slowly"
and to build carefully and soundly. Up to the beginning of 1919,
its record of branch establishments was as follows: One in 1909, one
in 1910, one in 1912, two in 1913, one in 1915, five in 1916, seven in
1917 and five in 1918.
The only parts of the bank act of the State of California effective

July 1, 1909, under which authority the Bank of Italy developed
its branch system, which gives the right to every State bank to
establish branch offices anywhere in the State upon obtaining the
required permission of the superintendent of banks, are as follows:

Sac. 127. No bank shall transact any business in this State without the written
approval of the superintendent of banks * * *.
Sac. 9. No bank in this State, or any officer or director thereof, shall here-

after open or keep an office other than its principal place of business, without
first having obtained the written approval of the superintendent of banks to
the opening of such branch office, which written approval may be given or with-
held in his discretion, and shall not be given by him until he has ascertained to
his satisfaction that the public convenience and advantage will be promoted by
the opening of such a branch office * * *.

These provisions as originally enacted remain unchanged.
It will be readily appreciated that so brief though sweeping a

statute practically vests the superintendent of banks with almost
absolute and arbitrary power to grant or withhold permission for the
establishment of a branch. In other words, all depends, in any given
case, upon whether or not he is satisfied "that the public convenience
and advantage will be promoted by the opening of such branch office."
With such a law and with little or no precedent in this country to
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serve as a guide, coupled with the fact that it was a comparatively
new and unimportant factor in the financial field, the earlier branch
banking years of the Bank of Italy were replete with interesintg, not
to say difficult, situations. At first its competitors gave it little, if
any, serious thought. It was pitied or mildly ridiculed for its fool-
hardiness by the old line or othordox bankers, in whose eyes it was
but .a "fool rushing in where angels fear to tread." Free from
outside pressure, the then superintendent of banks administered the
law, as he found it, to the best of his ability, and the bank enjoyed
he full and free opportunity of blazing its novel though lawful trail
in strict accordance with its bent and business judgment. About
1914, however, some of the influential bankers of the State began to
notice with manifest uneasiness the rapid growth of the Bank of
Italy and suddenly, one by one, all of the objections, which subse-
quently became stock phrases in the mouths of opponents to the
System, began to be aired. A few of these objections were: That it
Was monopolistic; that it was a means of getting the money from the
rural areas to be fed out to speculators in the large cities; that being
Spread out it could not be properly examined; that it was more
vulnerable to attack; that it was in its very nature cold-blooded;
that it functioned pursuant to the dictates of one man or, at best,
of a small group of men, in a central and far removed location, almost
Wholly lacking in knoweldge of and sympathy with outside people
and industries, etc. By this time, however, the bank was able to
demonstrate by its actual experience and performance that these
Objections were imaginary and not real. Needless to add, all exam-
inations of the bank were most searching and complete, and because
of this unfailing scrutiny—which frequently was conducted by
Prejudiced or antagonistic officials—every effort was constantly
exerted from within to keep the bank exceptionally strong, clean, and

Briefly told, the method used by the Bank of Italy in acquiring
the stock of a bank prior to the early part of 1917 was as follows:
California law forbade and still forbids a bank to purchase the stock
of another bank. Section 31 of the bank act provides only for the
Purchase of the assets of another bank, while section 31a provides
for consolidation. The Bank of Italy's practice was to follow section
31, as it never made it a rule to compel the exchange of stock. The
selling stockholders were always left free to take all cash or part
13E91k of Italy stock and part cash in exchange. As a practical
tiling, therefore, it was never practicable to negotiate for the purchase
of the assets of a bank and arrange for the conversion of that bank's
business into a branch of the Bank of Italy until after a satisfactory
sale of the stock had been consummated. The selling stockholder
naturally wanted his cash or Bank of Italy stock in hand before he
consented to a transfer of the assets to another bank. As a conse-
quence, one or several of the principal officers of the Bank of Italy
?aye his or their personal notes, secured by the shares of the bank
nelng acquired, to the Crocker National Bank; paid the selling
stockholders; perfected the procedure under section 31 of the bank
!Let and, after consolidation, liquidated the shell of the selling bank-
ing corporation, in which was always left in cash and such assets as
could not lawfully be taken over by the purchasing bank an amount
equal to the capital, surplus, and profits of the selling bank plus such
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bonus as had been paid, if any, which was just sufficient to pay off
the Crocker National Bank.. In other words, a few men pledged
their personal credit and the stock thus acquired for the benefit of
all of the stockholders of the Bank of Italy without charging them
anything for whatever personal risk might have been involved in
the transaction. In the beginning this procedure, when the number
of banks purchased was small, was not burdensome or inconvenient,
but later the hardship became heavy and irksome.
This fact, in addition to several other inconveniences encountered

in operation, because of the restriction of the bank act—such as being
forced to write off any and .all real estate which had been carried
on the bank's books for a period of five years, irrespective of its real
value, and thereafter likely to become nobody's business in a profit-
and-loss account, and so forth, it was decided to incorporate a general
corporation under California laws, the beneficial interest in the stock
of which corporation would be entirely owned by the Bank of Italy
stockholders in exactly the same proportion as their Bank of Italy
holdings. In this way this auxiliary could do many legitimate
things which the bank could not do, and whatever profit or loss
ensued would be enjoyed or borne by the identical stockholders in
the exact proportion of their holdings. This auxiliary company was
also intended to keep the bank cleaner. Whenever an asset of the
bank became doubtful or an apparent loss it could be transferred
for a nominal consideration to this auxiliary, where it would become
some one's special duty to look after it, and thus the probability of
its collection or realization be materially improved. This corpora-
tion could also engage in one or another of the several legitimate
businesses which are incidental to an established banking business.
It could, for illustration, act as an insurance broker or agent, and in
this way take full advantage of placing the bank's own large lines of
insurance and such other insurance business as naturally come to a
bank through its mortgage and kindred departments; the commis-
sions accruing therefrom going to all of the stockholders, instead of
to the president or cashier personally, as so frequently happens,
even to-day, particularly in the smaller banks of the country. This
oompany, first known as Stockholders Auxiliary Corporation, was
incorporated under the laws of the State of California, June 20,
1917, with an original capital of $500,000. Subsequent to said date
Stockholders Auxiliary Corporation became the purchaser of the
banks intended to be converted into the Bank of Italy system.
Pursuant to its progressive policy, particularly in matters calculated

to better serve the agricultural needs of the people, the California
Joint-Stock Land Bank was incorporated by the Bank of Italy in
1919 under the provisions of the Federal farm loan act, with a capital
of $916,000. This was the first joint-stock land bank to be incor-
porated in the West and it has ever since operated most successfully
and helpfully in the States of California and Oregon. In fact, and
without any vainglory, I might add that it has functioned as one of
the most successful joint-stock land banks in the United States. Its
total outstanding loans to-day are $14,511,167.92.
The year 1919 also marked another significant event in the life of

the Bank of Italy, for it was in that year that it again demonstrated
its progressive spirit by being the first California State bank to join
the Federal reserve system. It joined primarily because it believed



BRANCH, CHAIN, AND GROUP BANKING 1345
it to be its patriotic duty to do so, and also because it desired to expose
itself to the scrutiny and supervision of still another governmental
authority.
In 1921, the Bank of Italy moved its head office from Clay and

Montgomery Streets to No. 1 Powell Street, an entirely different
section of San Francisco, just one block removed from its long estab-
lished and flourishing branch at Market and Mason Streets. It was
considered ill-advised to operate two important offices of the same
hank within one block of each other, and yet the good will which has
been built up in that location was far too valuable to be abandoned.
As a result of these considerations, a new State bank was organized
by Stockholders Auxiliary Corporation under the name of Liberty
Bank, and its headquarters was established in the vacated banking
room formerly occupied by the Market and Mason office of the Bank
of Italy.
In 1923 Stockholders Auxiliary Corporation acquired the Com-

mercial National Bank of Los Angeles.
In 1924 Americommercial Corporation was formed by Stock-

holders Auxiliary Corporation and certain stockholders of the Bank of
America of Los Angeles to serve as a holding company to control
the Bank of America of Los Angeles and the Liberty Bank of San
Francisco.
In due course the entire ownership of Americommercial Corpora-

tion passed to Stockholders Auxiliary Corporation. Later in 1924,
.alnericommercial Corporation also acquired direct control of the
Commercial National Bank of Los Angeles.
The Liberty Bank of America was formed January, 1927, by a

Merger of the Liberty Bank of San Francisco and the Bank of America
of Los Angeles.
In March, 1927, the Bank of Italy absorbed the Liberty Bank of

America and the Commercial National Bank of Los Angeles and
Within the same month converted to a national charter. This
absorption represented an increase, overnight and without a hitch, of
$172,260,087.25 in the deposits of the Bank of Italy and the addition
of 178 branches throughout California to the 98 offices theretofore
conducted by it. Mention of this is made to direct special attention
,to the splendid organization of the Bank of Italy which thus proved
Its ability to perform so huge a task with such ease, speed, and
accuracy.
The name of Stockholders Auxiliary Corporation was changed to

National Bankitaly Co. early in 1927.
Soon after the nationalization of the Bank of Italy it was deemed

desirable by National Bankitaly Co. to organize a mortgage com-
PanY and an agricultural credit corporation; the former to further
serve borrowers, seeking loans upon the security of mortgages on real
estate situated in towns and cities of Califorme having a population
in excess of 10,000, whose legitimate needs might be greater than
could be met by a national bank; and the latter to render a more ade-
quate service to California farmers. Accordingly Bankitaly Mort-
gage Co. and Bankitaly Agricultural Corporation were incorporated
under the laws of California, the former in 1927 and the latter in
1928.
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Believing that you may be interested in the methods by whicb.
control of the Bank of Italy is maintained, we respectfully submit
the following summary:
At the head, as is required by law, is the board of directors, the

members of which are to a very large degree senior officers of the
institution and actually engage in administrative and executive
duties. Apart from the board itself, we have an advisory committee,
acting as the name implies, in an advisory capacity. All of the mem-
bers of the advisory committee are directors of the bank, but not
active officers.
Under the board of directors, the organization has been separated

for all operating purposes into two large divisions.
The Los Angeles division embraces all branches situated south of

the northern boundary line of Santa Barbara County, and the San
Francisco division takes in all branches lying north of that line. Each
of said divisions is under the immediate charge of a board of manage-
ment, made up of all senior officers and heads of important general
departments, resident within the division. The boards of manage-
ment meet weekly, and oftener if necessary, and have original and
direct jurisdiction in all matters of operation and minor investments
within their respective divisions.
In addition to these boards of management, there has been created

a regional board in Los Angeles, the membership of which has been
recruited from among the advisory boards of the branches in the
Los Angeles division. The function of this regional board is to keep
in touch with the conduct and progress of the bank's affairs within
the division, to take such action with reference to the promotion of the
bank's business in the Los Angeles division and to make such recom-
mendations to the general executive committee and the board of
directors as may from time to time be deemed proper for the best
interests of the bank in southern California.

Boards exercising similar functions within their respective counties
have been set up in Oakland and San Diego. The one in Oakland is
known as the East Bay district board, and the one in San Diego
County is known as the San Diego district board.
The general executive committee is made up of the members of

both boards of management who are also directors of the bank. The
general executive committee meets at least once a month in San
Francisco and under the board of directors is the general managing
body of the bank.
In order to more closely knit the branches to head office it has been

thought expedient to further subdivide the system into districts and
to place each under the care of a seasoned officer, generally a vice
president, resident within the district, who acts in the capacity of a
supervisor. These supervisors are charged with the duty of regularly
visiting the branches within their respective districts; to keep in close
touch with these branches; to counsel with them and to make sure
that the bank's policies are being adhered to; to attend all advisory
board meetings within the district and to act as mediators between
head office and the branches intrusted to their supervision.
Each of the principal functions of the bank is managed by a special

committee, the composition of which includes those who are engaged
in the particular operation with which the committee is concerned.
The chairman of the various committees are members of the execu-
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five committee of the bank, and since all members of the executive
committee are also members of the board of directors, each of the
8. Pecial committees is presided over by a director. The committees
include: General finance, business extension, purchasing, building,
bank properties, personnel, agricultural credits, advertising, and
suggestion.
In addition to these special committees, there has been instituted

an auditing committee of the board of directors itself. The personnel
of the auditing committee is drawn from the members of the board
who do not have active duties with the bank. They are required to
hold monthly meetings and to carry on a constant and independent
audit of the institution. The work they initiate is dictated by their
o'Arn members, and the reports which they prepare are made to the
howl of directors as a whole.
The individual operating and administrative departments are, of

course, to a large extent identical with those found in any large
institution. Each has its appropriate representation in the special
and standing committees. This method of coordination insures a
more perfect understanding of general policies and at the same time
Permits adequate opportunity for a thorough discussion of important
subjects whose ramifications affect more than one department.
As has already been pointed out, every branch outside of San

Francisco has a local advisory board. The advisory boards meet at
stated intervals, consider loan applications, lend their knowledge of
local conditions to the solution of problems that arise in the adminis-
tration of branch affairs, and constitute a group to which the manager
ma. y refer for guidance in any specific action. The important con-
scientious service rendered by the bank's approximately 1,700
advisory board members is regarded as a most valuable asset.
The actual control of the institution is maintained by properly
nchronizing the functions of each of these interrelated bodies.

Ine problem is one to which a great deal of attention has been given
(-wring the bank's quarter of a century of operation.

The bank's policy has been to allow as much latitude as possible
to the several branches in the matter of their operation. Different
communities have different problems and the bank must take into
consideration those identifying characters. In consequence each
,hranch makes up its own daily financial statement on standard forms,
m so far as individual accounts are concerned. The bank does not
maintain a supergeneral ledger at head office, but simply consolidates
,tae daily financial statements, adding to them such items as capital,
Investments, etc., not carried by. the branches. This reduces to .a
minimum the clerical effort required to keep the records complete,
and at the same time it gives to each branch an identity that could be
secured in no other way.
In addition to the records and books kept at the 292 branches, the

,h,auk has a set of books known as 
administration, 

where are carried
the capital accounts referred to, and with which the branch state-
Ments are consolidated. No portion of the capital is assigned to
individual branches, but each one has the benefit of the great lending
Power of the entire sum, as well as' the added security which this
affords depositors.
Loans are made direct by the branches except in instances where

the amount is unusually large or the branch manager wishes to secure
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the advice of the head office credit department. The customers of
the branch deal with the local officers, and only in extraordinary cir-
cumstances are they brought into contact with the head office depart-
ments. Each branch has a general lending limit fixed by the bank's
finance committee. Within this limit each branch may lend and
report without previous consultation of head office. These limits
vary with the proven credit capacity of the various branch loaning
officers. Experience has demonstrated that the limits thus fixed are
usually sufficient to take immediate care of the ordinary requirements
of the branches. In other cases lines are established for the larger
borrowing accounts, in advance of the time when these firms or indi-
viduals require the accommodation for their seasonable operations.
As a matter of fact, after a branch has been in operation for a year or
more, experience shows that easily 80 per cent of the annual com-
mercial credits extended by the branches are renewals under estab-
lished lines. All applications for unfixed lines of credit in excess of
the lending limit of a given branch are promptly considered and acted
upon by the proper central credit department and proper advice and
instructions issued. The branch makes daily reports of all loans, and
as these are received the credit department reviews them. Pertinent
comments or suggestions are then forwarded to the branch manager,
so that the loan may be properly followed and collection insured at
maturity. The broad fundamental policies respecting credits are
outlined by the general executive committee and interpretation and
application is then made by the credit department.
This system permits the smallest branch in the organization to

secure the benefits of the best obtainable advice and counsel on every
loan that is made, and it also insures uniformity of policy, based on
a thorough knowledge of conditions throughout the entire organiza-
tion and the country as well.
As an auxiliary to the credit department, and yet distinctly an

entity in itself, there is a central real-estate loan department, syn-
chronizing all of the loan operations in urban and rural property, and
providing a uniform system of appraisal throughout the State.
Under the direction of the auditing committee a constant check

and examination of the business at the various branches is main-
tained. A trained staff of inspectors is engaged in the work, appear-
ing without advance notice at the office to be examined, and spending
as much time as is necessary to see that the task is completed.
Not only do they follow the usual channels of examination ptuasued

by State or Federal authorities, but also check into the observance
of operating practices required by the bank's rules and regulations.
The report of the examination, with any and all irregularities noted,
is filed with the auditing committee, and subsequently the items that
have to do with other departments of the bank are referred to those
who are directly concerned. Upon their next visit to the branch the
inspectors verify the fact that matters have been corrected.

Responsibility for the operation of the bank rests with the cashier's
department, subordinate to which are the comptroller's and account-
ing departments. All operating instructions for the branches are
cleared through the cashier in the process of transmission. The in-
troduction of new standards of practice and preparation of improved

A



LI

BRANCH, CHAIN, AND GROUP BANKING 1349

forms, find their way into general use by appropriate action of the
cashier.

It is this adherence to definitely established procedure in all
'natters, large or small, that makes possible the absolute control of
the institution. Each department has a fixed place in the scheme of
organization, and the necessary machinery for coordinated action
has been supplied. The actual control is simple because of the care
that has been exercised in laying the foundation.

While we do not believe that we have achieved perfection in the
practices we have adopted, at the same time we know that they are
fundamentally sound, and by following the rules that have been
worked out we have been and are able to successfully direct the affairs
of the large institutions.
The Bank of Italy conducts through appropriate and well-organized

departments all of the financial activities and functions which are
!low performed, almost without exception, by all large modern banks
II?. the United States, viz: Commercial, savings, safe deposit, securi-
ties, international or foreign trade and exchange, trust and travel
departments. In addition to these departments, the Bank of Italy
!las since 1911 devoted much time and expended considerable money
in the encouragement of thrift among the school children of California.
Through its school savings department, the bank is to-day in contact
With 1,671 schools throughout the State having an attendance of
285,000 children.
These schools are visited every week without fail on a certain day

and hour by 20 young bank employees, who travel approximately
8,000 miles in order to accomplish the task of collecting the amounts
Which the participating pupils desire to save. Even 1 cent is ac-
cepted as a deposit from individual pupils, who are shown just as much
consideration by the visiting bank men as are any other clients of the
bank. Two hundred and twelve thousand children throughout
California from the Oregon line down to the Mexican border now
have on deposit in the school savings department of the Bank of Italy
nearly $3,000,000, an average of about $15 each. In the accumula-
tion of this vast sum, who will question the incalculable importance
of the lessons incidental to thrift that have been learned by children,
!iucli as self-denial, patience, industry, and independence, all of which
insure a better appreciation of the nobler ends of life and of the rights
of others.
The Bank of Italy, because of its branches, leads the world in this

very progressive economic movement, which has always meant more
to the child than to any bank that has ever undertaken it. Then,
too, in helping children to save regularly, in a systematic manner,
a bank unquestionably assists all other depositaries by creating a
demand for banks. And, in the last analysis, by teaching children
to save during their school years, a bank gives aid to the family—
the --very foundation of society—whose youthful members are encour-
aged to persevere in a course of providential living.
Your attention is now directed to a number of exhibits which we

have caused to be prepared for your committee and which we believe
Will prove both instructive and interesting.
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The CHAIRMAN. Before you start on Exhibit. A, I want to insert,
at this point, without objection, the two charts which you have been
referring to. We will designate them as "Charts of organization,
Nos. 1 and 2."
Mr. BACIGALUPI. No. 1 will be headed the "Bank of Italy" on

the upper left-hand corner, and No. 2 will be the Transamerica chart.
(The charts referred to are printed below, as follows:)
The CHAIRMAN. You are about to insert other exhibits?
Mr. BACIGALUPI. Yes, sir; they are prepared to be left with the

secretary of your committee.
The CHAIRMAN. They should also be inserted in this record?
Mr. BACIGAliuPI. Yes, Sir.
The CHAIRMAN. In the order in which they appear?
Mr. BACIGALUPI. Yes, sir.
The CHAIRMAN. I understand that one of them is confidential?
Mr. BACIGALUPI. There is one that is confidential. It contains the

names of certain borrowers.
The CHAIRMAN. Without objection, then, all of these exhibits

which you are referring to as part of your testimony, with the excep-
tion of those which you will designate as confidential, will be placed
in the record in the order in which they appear in your statement.
Mr. BACIGALUPI. I might state in reference to the one that is

confidential, it might be well to file it with you to be kept privately,
so that the members of the committee may refer to it.
The CHAIRMAN. It will remain available in the hands of the

secretary of the committee for the members that want to see it.
Mr. BACIGALUPI. Exhibit A shows the care which has been con-

sistently exercised by the management to keep the capital structure
of the bank in proper relationship to the constantly increasing re-
sources of the institution. On December 31, 1929, the capital,
surplus and profits of the bank were $108,251,158.52, while that of
its affiliate, National Bankitaly Co. (owned share for share by the
same stockholders and evidenced by the same certificate) was $91,620,-
927—a combined working capital of approximately $200,000,000.
Total resources of the bank at the end of the year were $1,055,113,-
373.09. This exhibit further discloses every capital increase and
its allocation and shows the capital, surplus, and profits of all absorbed
banks to have totaled $56,066,000.
Mr. BRAND. Are those exhibits in this pamphlet [exhibiting]?
Mr. BACIGALUPI. No, sir; this is Exhibit A [exhibiting] which

gives chronologically the date of the capital issue, how it was dis-
tributed, as to capital and surplus, whether the bank or auxiliary and
also gives here a tabulation of the increase in resources from year to
year of the bank and also gives the name of every bank acquired
together with the capital of that bank at the time of its acquisition.

(Exhibit A referred to is here printed in full, as follows:)
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Ex insIT A

Giving the growth of capital and resources of the Bank of Italy National Trust &
Savings Association

12,000,000 shares, par value $25 each]

Date

Dec. 31, 19(4
Dec. 30, 1905 
Rec. 31, 1900 
ec• 31, 1907 

gee. 31,11198 

c. 3311,' 1199°190 
Dec. 30, 1911 
Dee. 31, 1912 
E/ee• 31, 1913 
,...ec• 31, 1914 
Vec • 31, 1915 

30, 1916 Sc. 3311, 119911; 

T.,4-Jec• 30, 1919 
t'ec. 30, 1920 
ec 30, 1921 .Rec. 29, 1922 

b"ee• 19Z1 
,-.ee • .8-, 1924 
bee. 30, 1925 
,sec. 30, 1920

30, 1927 l'ec. 31,1990 
Dec. 31, 1929 

Capital

$150, 000. 00
300, 000. 00
500, 000. 00
500, 000. 00
750, 000. 00
750, 000. 00

1, 000, 000. 00
1, 000, 000. 00
1, 000, 000. 00
1, 25(1, 000. 00
1, 250, 000. 00
1, 250, 000. 00
2, 000, 000.00
3,000. 000.00
5, 000, 000. 00
6, 000, 000.00
9, 000, 000. 00
10, 000, 000. 00
15, 000, 000. 00
15, 000, 000. 00
17, 500, 000. 00
17, 500, 000. 00
20, 000, 000. 00
37,500, 000.00
50, 000, 000. 00
50, 000, 000. 00

Surplus and
undivided

profits

81, 023. 70
10, 000. 00
31, 564. 98
46, 945. 14
78, 673. 41
90, 820. 13
150, 000. 00
201, 649. 12
251, 437. 30
330, 389.73
350, 217. 18
374, 243. 60
091, 452. 39

1, 100, 000. 00
2, 000, 000. 00
2, 500, 000. 00
3, 913, 240. 24
6, 086, 948. 06
5, 533, 057. 07
6, 228, 474. 13
7, 778, 695. 04
10, 789, 255. 20
13, 918, 288.41
25, 540, 829. 28
55, 750, 832. 41
58,251, 158.52

Total resources

$285, 436.97
1, 021, 290. 80
1, 899, 947. 28
2, 221, 347. 35
2, 574, 064. 90
3, 817, 217. 79
6, 539, 861. 47
8, 739, 347. 02
11, 228, 814. 56
15, 882, 911. 61
18, 030, 401. 59
22, 321, 860. 69
39, 805, 995. 21
77, 473, 152. 79
93, 546, 161.50
137, 900, 700. 30
157, 464, 685. 08
194, 179, 449. 80
254, 282, 289. 52
301, 963, 477.77
358,656, 301. 77
422, 838, 587. 01
460, 981, 772. 98
765, 188, 976. 54
847, 910, 538. 60

1,055, 113, 373. 09

NATIONAL BANKITALY CO.
[Identical in ownership with the Bank of Italy National Trust di Savings Association; 2,000,000 shares,

ec. 31, 1929:
par value $10 each]

Capital 
SurPlus and profits  

$20, 000 000, 
71,620, 927

C •
aFital surplus and undivided profits of banks converted into Bank of Italy National

Trust and Savings Association

San Francisco, Liberty Bank of America $28, 142, 000Alanieda: 
Citizens Savings Bank 

. Citizens National Bank ./yeadia, Arcadia Savings Bank Bakersfield, Ardizzi Olcese Burbank:
Farmers & Merchants Savings Bank _   69, 000

Ch
First National Bank  58, 000

""nico, Butte County National Bank  311, 000
gplina, Colma State Bank 96, 000
rescent City, Smith River Bank  47, 000

t
(18 Palos, Farmers & Merchants Bank  61, 000
agle Rock, Eagle Rock State Bank _   51, 000
,1 Centro, First National Bank  268, 000
,Fs..resno Main, First National Bank  1, 408, 000
•Vest Fresno, Industrial Bank Rialtrofoyr,dB:ank of Gilroy  

136, 000
150, 000

Hanford National Bank  200, 000
Peoples Savings Bank  105, 000

oalyirstaerrd:, First National Bank  61, 000

Bank of Hollister  565, 000
Savings Sr Loan Bank  234, 000

100136-30-voL 2 PT 11-2

295, 000
169, 000
30, 000

273, 000
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Hollywood, Federal Trust & Savings Bank 
South Hollywood, Santa Monica Boulevard State Bank 
King City, First National Bank _  
Livermore:

$734,
30,
76,

000
000
000

Livermore Savings Bank 41,000
Farmers Merchants National Bank 65,000

Lompoc, First National Bank  175,000
Long Beach (main), Long Beach National Bank 362,000
Seventh and Pine Avenue:

Bank of North Long Beach  50,000
American Savings Bank 200,000

International, International Savings & Exchange Bank 413,000
Los Banos, Bank of Los Banos  190,000
Madera:

Madera Savings Bank 38,000
Commercial National Bank 104,000

Marysville, Rideout Bank 453,000
Modesto, First National Bank 183 000
Napa, Jas. H. Goodman Co. Bank  102,000
Broadway Grand, Broadway Bank  253,000
Oakland Bank Office, Oakland Bank  6,851,000
Oroville:

Bank of Rideout Smith Co  
Rideout Smith National Bank  

61,
477,

000
000

Palo Alto, First National Bank  271,000
Pasadena (main), Central National Bank  100,000
Petaluma, Petaluma Swiss American Bank _  442,000
Redwood City:

„

Redwood City Commercial Bank 
Savings & Loan Co., San Mateo County 

81,
39,

000
000

Reedley, Reedley National Bank  125,000
Sacramento:

Peoples Bank  
Farmers Mechanics Bank ________ ___  

1,089,
600,

000
000

Salinas.
First National Bank  
Salinas Valley Savings Bank  

334,
179,

000
000

San Diego (main), Merchants National Bank 787,000
San Fernando, First National Bank  53,000
Cal. Montgomery, Italian American Bank  9,.. 283I 000
San Juan, First National Bank  34,000
San Leandro, State Bank 214,000
San Luis Obispo, Union National Bank 117,000
San Pedro, First National Bank 254,000
Santa Ana:

Orange County Trust & Savings Bank 
American National Bank 

506,
208,

000
000

Santa Clara:
Santa Clara Valley Bank 
Mission Bank 

100,
33,

000
000

San Mateo, San Mateo Bank 100,000
Santa Maria, First National Bank 228,000
Santa Monica, First National Bank 161,000
Selma:

First National Bank 
Selma Savings Bank 

117,
53,

000
000

Shafter, First National Bank 30,000
Stockton (main), City Bank 835,000
Sunnyvale, Bank of Sunnyvale 74,000
Tracy, American Bank 206,000
Tulare, First National Bank 154,000
Vacaville, Bank of Vacaville 186,000
Venice, State Bank of Venice 56,000
Ventura:

National Bank of Ventura 
Ventura Savings Bank 

701,
507,

000
000

L



00
00
00

00
00
00
00

00
00
00
00

00
00
00
00
00
00
00

00
00
00
00
00

00
00
00

00
00

00
00
00
00
00
100
00
00
00

DO
DO

00
100
100
100
100

100
100
100

100
100
100
100
100
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Watsonville:
Bank of Watsonville  $237, 000

• Watsonville Savings Bank  130, 000
Fruit Growers' National Bank  137, 000

Wheatland, Farmers Bank  62, 000
Winters, Citizens Bank  123, 000
Woodland:

Home Savings Bank_  250, 000
First National Bank  156, 000

tuba City, First National Bank  127, 000

Total capital surplus and undivided profits of banks con-
verted into Bank of Italy National Trust and Savings
Association   56, 066, 000

Ca.pital surplus and undivided profits of Bank of Italy National
Trust and Savings Association, Dec. 31, 1929  106, 172, 000

Capital surplus and undivided profits of banks converted into Liberty Bank of
America group

San Francisco, Liberty Bank $4,265,000
Los Angeles, Bank of America 3, 158,000
Alameda, Encinal National Bank 125,000
Angels Camp, Calaveras County Bank 243,000
Baldwin Avenue (Arcadia), First National Bank 42,000
Berkeley, Commercial National Bank 312,000
Beverly Hills, Beverly National Bank 124,000
Camarillo, Farmers Bank 50,000
Chula Vista, Peoples State Bank 86,000
Concord. Bank of Concord 75,000
Corning, Tehama County Savings Bank 95,000
Fillmore, Fillmore State Bank 195,000
Glendale, Glendale State Bank 143,000
Ralf Moon Bay, Bank of Half Moon Bay 87,000
La Mesa, Bank of La Mesa 67,000
Long Beach (main), Marine Trust & Savings Bank 557,000
Commercial National, Los Angeles 1,852,000
Los Gatos, Bank of Los Gatos 197,000
Manteca, First National Bank 115,000
Martinez, National Bank of Martinez 55,000
Merced, Merced Security Savings Bank 
Mill Valley, Bank of Mill Valley 142,000
Monrovia:

First National Bank 
Granite Savings Bank 

105,
84,

000
000

Morgan Hill, Bank of Morgan Hill 84,000
Mountain View, Farmers Merchants National Bank 187,000
Ontario, Ontario National Bank 204,000
Oceanside, Oceanside Commercial & Savings 75,000
Ojai, Ojai State Bank 130,000
Orange, First Commercial Bank 79,000
Pasadena (main), National Bank of Commerce 100,000
Pfscadero, First National Bank 31,000
Pittsburg, First National Bank 80,000
Pleasanton, Bank of Pleasanton 122,000
Redono Beach:

Farmers Merchants National Bank 
Farmers Merchants Savings Bank 

122,
64,

000
000

Roseville (first branch), First National Bank 63,000
Sacramento, Bank of Sacramento 138,000
Salinas, Salinas City Bank 528,000
San Anselmo, Home Savings & Commercial Bank 54,000
San Bernardino, California State Bank .. 275,000
San Diego (main):

Union National Bank 
Southern Trust & Commercial Bank 1,

406,
720,

000
000
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University, University Avenue Bank  $168, 000
San Jose, Bank of San Jose  87, 000
San Leandro, San Leandro National Bank  110, 000
San Rafael, Tamalpais Bank  226, 000
East Santa Cruz, First National Bank 
Santa Cruz:

First National Bank  308, 000
City Savings Bank  405, 000

Santa Maria, Commercial National Bank  148, 000
Santa Paula, New First National Bank  301, 000
Sausalito, First National Bank  55, 000
Sawtelle, United States National Bank  57, 000
South San Francisco, Citizens National Bank  62, 000
Stockton (main), Commercial & Savings Bank  1, 338, 000
Walnut Creek, San Ramon Valley Bank  92, 000
Watsonville, Fruit Growers National Bank  137, 000
Willows, Glenn County Bank  229, 000
Winters:

First National Bank  106, 000
Savings Bank of Winters  ________________ 41, 000

Yuba City, Producers Bank, Sutter County  100, 000
Lancaster, Antelope Valley Bank  63, 000
Alhambra, Citizens Savings & Commerical Bank  63, 000
Wilshire-Robertson, Bank of Beverly   64, 000

Total capital surplus and undivided profits of banks con-
verted into Liberty Bank of America  20, 795, 000

Total Capital surplus and undivided profits Liberty Bank of
America, February 19, 1927 ___________________________ 28, 142, 000

Capital surplus and undivided profits of banks converted into bank of America group

Bank of America, Dec. 31, 1924 _ ___________________ $1, 471, 855
Anaheim, Golden State National Bank  la 000
Burbank, State Bank  112, 000
Culver City, Culver City Savings & Commercial Bank  130, 000
Fullerton, Farmers & Merchants National Bank  128, 000
Gateway, Community Savings & Commerical Bank  44, 000
Huntington Park, National Bank of Huntington Park  212, 000
Placentia:

Placentia National Bank  60, 000
Placentia Savings Bank  36, 000

Pomona:
American National Bank  221, 000
American Savings Bank•  90, 000
State Bank  177, 000

Estado-Cota, Santa Barbara, Central Trust & Savings Bank_   702, 000
Santa Monica, Citizens State Bank  103, 000
Torrance, State Exchange Bank  50, 000

Total capital surplus and undivided profits of banks con-
verted into Bank of America 2, 197, 000

Total capital and surplus, Jan. 27, 1927  3, 158, 000

Capital surplus and undivided profits of banks converted into Liberty Bank group

Liberty Bank, San Francisco, Dec. 31, 1924  $1, 120, 000
Arcata:

Arcata Savings Bank  216169,, 000000
Bank of Arcata 

Burlingame, Peninsula Bank  60, 000
Crescent City, Del Norte County Bank  179, 000
Daly City, Daly City Bank  129, 000
Eureka, Home Savings Bank  411, 000
Fairfax, Fairfax Bank  57, 000
Fort Bragg, Fort Bragg Commercial Bank  159, 000

 vi
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Fortuna, Bank of Fortuna 
Oustine, Bank of Gustine  

$104, 000

Healdsburg: 
155, 000

Healdsburg National Bank  214, 000
LodiBealdsburg Savings Bank  140, 000

First National Bank 340, 000
ReddCinegntral Savings Bank 176, 000

First Savings Bank 125, 000
Redding National Bank  130, 000

R•oseville, Roseville Banking Co  175, 000
San Bruno, California Bank San Mateo County  36, 000
St. Helena, Bank of St. Helena 
Tulare, Farmers State Bank  

158, 000
77, 000

Vallejo: 
, Central Commercial & Savings Bank  407, 000r First National Bank  158, 000

First Savings Bank 
Yreka: 

84, 000

First Savings Bank Siskiyou County  177, 000
Siskiyou County Bank  181, 000

Total capital surplus and undivided profits of banks taken
over 4, 217, 000

Total capital and surplus, Jan. 27, 1V27  4, 265, 000



Distribution of proceeds

Date

Sale of stock

of sale Capital

Bank of Italy

Shares sold Proceeds Surplus Contingent

Credit Balance ' Ratio Price Credit Total Credit Balance Source Credit Balance Credit Balance

Oct. 17,1904 $1,500 $1,500 (9 $100.00 $150,000 $15,.., 000 $150,000 $150,000  
Feb. 25, 1905_ .... 300 1,800 1-5 100.00 30,000 180,000 30,000 180,000  
Apr. 29, 1905 300 2,109 1-6 100.00 30,000 210,000 30,000 210,000  
July 15, 1905 300 2,400 1-7 100. 00 30,000 240, 009 30,000 240,000  
Sept. 16, 1905 300 2,700 1-8 10000 30,000 270,000 30,000 270,000  
Nov. 11, 1905 300 3,000 1-9 100.00 30,000 800,009 30,000 309,009  
Jan. 1, 1906  From profits $2, 500 $2, 500  
June 30, 1906  do 1,500 4,000  

Do 2,000 5, 000 1 2-3 105.00 210,000 510,000 , 200,000 1 500,000 Stock 10,000 14,000  
Dec. 31, 1906 From profits 2,000 16,000  
June 29, 1907  do 2,500 18,500  
Dec. 31, 1907  do 2,000 20,500  
June 30, 1908 do 2,000 22,500  
Dec. 30,1908 2,500 7,500 1-2 110.00 275,000 785,000 290,009 750,000 Stock 25,000 47,500  
Dec. 31, 1908  From profits 2,000 49,600  
June 30, 1909  do 2,000 51,500  
Jan 13, 1910 do 2,000 53,500  
July 9, 1910 do 2,000 53,500  
Dec. 31, 1910 2,500 10,000 1-3 110.00 275,000 1, 060, 000 ' 250,000 1, 000, 000 Stock 25,000  

Do From profits 10,830 91,330  
Jan. 23, 1911 do 3,250 94,580  
June 30, 1911 do 3,500 98,080  
Dec. 30, 1911 do 7,000 105,080  
June 30, 1912  do 5,000 110,080  
Dec. 31, 1912 do 5,000 115,08f)  
June 30, 1913 2,500 12,500 1-4 130.00 325,000 1, 385, 000 290,009 I, 250, 000 Stock 26,000 141,080 *49,000 $49, 000
Apr. 22, 1914 From profits 5,920 147, 000  
July 22, 19)4  do 1,500 148,500  
Jan. 5, 1915 do 1,000 149, 500  
Apr. 2, 1915  do 3.600 153,100  
July 1, 1915 do 5,000 1.58,100  
Jan. 4, 1916........   do 6,000 (64,1(8)  
Mar. 15, 1916  7, 500 20,000 3- 5 130.00 975,000 2, 360, 000 750, 000 2,000, 000 Stock __ 225, 000 389, 100  
July 11, 1916 From profits 8,500 397, 600
Jan. 9. 1917.  do 14,000 411, 600  
Mar. 15, 1917 10.000 30.000 1- 2 140. 00 1, 400, 000 3. 760. 000 1. 000,000 3, 000, OM Stock . _ . 400, 000 811,600
Jan. 29, 1918. _ 7,000 37,000 7-30 147.50 1, 032, 500 4, 712, .515) 700.009 3, 700, 000  240,000 289, 00u
June ZS, 1918. 13.000 50,000 16-43 147.50 1, 917, 500 0, 710, 000 I, 309.0(1) 5.000, 000  do_ 438, 4(8) 1, 250,000 146,600 435,600
July 9, 1919 ------10.000 60,000 1- 5 150.00 1, 500,000 5, 210. 000 1.000,000 6, 000, 000 _110 250,000 1, 500, 000 225,000 600,600
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July 9, 1919 Iii. 15141 11.110 1- I IR) I, Al I. )04), KA) ,1.111)11. tRIU _ _Qv] - 11118J I, $J8J,15JIJ MX) 3,3308)

Mar. 9, 1920  10.185)
July 14, 1920 

Do  20,000
Dec. 30, 1920 
Jan. 18, 1921.  
June 26, 1921 1 10,000
June 30, 1921 
July 24, 1922 ' 50,000
Mar. 5, 1924 I 12,500
Mar. 28, 1924  12,500
June 29, 1925 

70.0(81

90,000

1- 6 160.00/1, 604 000 9, 810, 000 1, wo, 000 7,1834 000  do

2- 7

100,000 1- 9

150,000
162500
175, 000

1- 2
1-12
1-13

165. 00 3,300, 000 13, 110, 000

2011 00 2, 000, 000 15, 110, 000

200.00
200.00
225.00

10, OCO, 000
2, 500,000
2, 812, 500

25, 110,000
27, 610, 000
30, 422, 500

Z 000,000 I 9, 000, 000 Stock 
  From profits 

 do 
1, 000, 000 10,000, 000 Stock 
  From profits _
5, 000, 000 15,000, 000 Stock 
1, 250, 000 16, 250, 000
1, 250, 000 17, 500, 000

Dec. 30, 1925 
Mar. 15, 1926  25,000
Mar. 22, 1927  50,000
Mar. 27, 1927 ' 50,000
Apr. 8, 1927 

Do  900,000
Nov. I, 1927  300,000
Mar. 15, 1928  250,000

Do  250,000

Total

200,000
250, 000
300,000

1, 200, 000
1, 500, 000
1, 750, 000

2, 000,000

1-7
1-4
1-5

4-1
1-4
1-6

1-6

400.000'I, 900, 000 I 175,000 1 835,600
  5!5.(00 310,600
100, 000 2, 000, 000
12.5,000 2,125, 000
100,000 2, 225,000
250,000 2, 475, 000
25, 000 2, 500, 000

2, 500, 000 5, 000, 000

250.00
450. 00
600.00

180 00

180.00

6, 250, COO
22, 500, 000
30,000, 000

36, 672, 500
59, 172,500
89, 172, 500

2, 500, 000 20, 000, 000
5,000, 000 25, 000, 000
5, 000, OW 30, 000, 000

From Profits
 do 
Stock 
 do 
 do 

45, 000, 000

45, 000, 000

134, 172, 500

179, 172, 500

7,500, 000 37, 500, 000
6, 250, 000 , 43, 750, 000

6,250,000 .1 50, 000,000

Surplus 
Stock 

_do 
Profits 

1, 000, 000 6,000, 000
3, 000, 000 9, 000,000
1,700, 000 10, 700, 000
5, 000,000 15, 700, 000
5,000, 000 20, 700, 000

225,000
537, 500

535,600
1,073, 100

7,500,000 13, 200, 000
13, 750,000 26, 950, 000
13, 750, 000 40, 700, 000
4, 300, 000 45, 000,000

(1)

Date

Feb. 25, 1905 
Jan. 1, 1906 
June 30, 1906 
June 29, 1907 
Dec. 31, 1907 
June 30, 1908 
Dec. 30, 1908 
June 30, 1909 

Jan. 13, 1910 
July 9, 1910 
Jan. 23, 1911 

Amounts to affiliation

National Bankitaly Co.

Capital Surplus

Div dends

Amount By-

Credit Balance Credit Balance Source Credit Balance
Amount

Year Kind
se 

Total
Bank of
Italy

National
Bankitaly

Co.

1995 Cash__ $2.50 $5, 250.00
1906 __do_ 2.50 7, 500. 00
1906 __do_ 2.50 12, 500. 00
1907 __do_ 2.50 12, 500. 00
1907 __do_ 2. 50 12, 500. 00
1908 __do- 2.50 12, 500. 00
1908 do_ 3.00 15, 000. 00
1909 do_ 3.00 15, 000. 00
1909 __do_ 3.00 22, 500. 00
1910 __do_ 3.00 22, 500. 00
1910 __do 3. 00 22, 500. 00
1911 do 3.00 30, 000. 00

$5,250. 00

20, 000. 00

25, 000.00

27, 500. 00

37, 500. CO

45, 000. 00

Opening. 2 Dividend at 57.50 payable to Stockholders Auxiliary Cori ation. 3 Split $100 par to $25 par, stock dividend. 4 Stock dividend 4 for I. 3 To Bankitaly Co.
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Distribution of proceeds-Continued

Date

Amounts to affiliation

National Bankitaly Co. Dividends

Capital Surplus Amount By-

Credit Balance Credit Balance Source Credit .Balance Year Bind
Amount

per
share

Total Bank of
Italy

National
Bankitaly

Co.

June 30, 1911 
June 30, 1912 

 1911
1912

Cash__
__do_

$3.00
3.00

$30, 000. 00
30,000. 00  

$60,000. 00  

Dec. 31, 1912 1912 __do_ 3.00 30, 000. 00 60,000. 00  
 1913 do_ 3. 00 30,000. 00  

1913 __do 3.00 37,500. 00 67,500. 00  
Apr. 22, 1914 1914 __do 3.00 37,500.00  
July 22, 191.4 1914 __do 3. 00 37,500. 00 75,000.00  
Jan. 5, 1915  1915 __do 3. 00 37,500.00  
Apr. 2, 1915  1915 __do 3. 50 43,750. 00 81,250. 00  
Jan. 4, 1916  1916 __do 3. 50 70,000.90  
Mar. 15, 1916  1916 __do 3.50 70,000. 00 140,000. 00  
Jan. 9, 1917  1917 __do 3.50 105,000.00  
Mar. 15, 1917 1917 __do 3. 75 105,000. 00 210,000. 00  
Jan. 29, 1918 $92, 500 $ 92, 500 ' $92,500 $92,500   1918 __do 3.75 138,750. 00  
June 28, 1918__ 32, 500 125,000 32, 500 125, 000   1918 __do 3. 75 141,250. 00 280,000. 00  
July 9, 1919 25,000 150,000 25, 000 150,000   1919 __do 4.00 200,000. 00  

 Profits $50, 000 $50,000 1919 __do 5.00 287,500. 00 487,500. 00  
1919 Special'  375,000. 00 375,000. 00  

Mar. 9, 1920 25,000 175, 000 25,000 175, 000    1920 Cash__ 5.0) 350,000. 00  
July 14, 1920 

Do 
525,000

1, 200, 000
700,000 525, 000

1, 900, 000 280,000
700, 000
905,090  

Stock 1, 000, 000 1, 050, 000 1920
1920

__do 
Special,

0.00
7.50

540,
525,

000. 00
000.0)

890,
525,

000. 00  
000.00  

Jan. 18, 1921  1921 Cash__ 6.90 540,000. 00  
June 26, 1921 750.000 2, 650, 000 100,000 1, 000, 000  1921 __do 6.00 600,000. 00 1, 140,000. 00  
July 24. 1922 2, 500, 000 5, 150,000 500,000 1, 500, 000 Stock 6.50,000 1, 700,000 1922 __do 6.00 600,000. 00  

 From profits_ 100,000 I, 800, 000 1922 __do 6.00 900,000. 00 1, 500,000. 00  
 Stock 2, 000, 000 3, 800, 000 1923 __do 6.60 990,000. 00  
 From profits. 200,000 4, 000, 000 1923 6.75 1,012,500. 00 1. 650,000. 00 6352,500. 00

Mar. 5, 1924 1, 025, OW 6, 175, 000 125,000 1, 625, 000 Stock 900,000 4, 900, 000 1924 .do 6.75 1,096,875. 00  
Mar. 28, 1924 1, 025, 000 7, 200, 000 123,000 1, 750, 000  do 900,090 5,800.000 1924 7.00 1,225,000. 00 1, 664,843. 75 657,031. 25
June 29, 1925 From profits 40,000  1925 __do 1.00 1,225,000. 00  
Dec. 30, 1925 do 160,000 6, 000, 000 1926 7.75 1,356,250.00 1, 793,750. 00 787,500. 00
Mar. 15, 1926 2, 050, 000 9, 350, 000 210,000 2, 000, 000 Stock 1, 800,000 7, 800, 000 1926 __do 8.00 1,600,000. 00  

  1926 __do 9.00 1,800,000. 00 2,242,708. 33 1, 157,291. 67
Mar. 22, 1927 12, 500, 000 21, 750, 000 500,000  Stock 12, 000, 000 19, 800, 000 1927 __do 8.32 6,529,833. 34 4, 103,333. 34 2, 426,500. 00
Mar. 27, 1927  20, 000, 000 41, 750, 000 200,000 3, 000, 000  do 19, 500,000 39, 300,000  
Apr. 8,1923  Profits 500,000 39, 800, 000  

Do I I  9,000,600 i 12,606,000 I I 9,005,000 30,8&50,000I   I1 
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Apr. 8, 1927  300, WO 2J,sOO,000  
  9,000,000 20,84%000 . 

/liar. /.5, 1928 
Nov. 1, 1827 i   3, 034 000 I 15, 000, 000

Stock 

Do 

I 24 cog (xx 1 68, moo° g soo, 000 1 17, 504 000

1 25, 004 OW 1 91, 750, 000 2, 500, OM 20, 000, 000 t - - -d°

Total 

I To Stockholders .ktailiary Corporation. 7 Bank of America, 1-40 division.

  4 OA, 0 0 0 0 0 i 27, 804, 02 I 

  22, 000, 000 i 7z 000, 000 11E8 Cash,„ ;_

119"I'29 CPseaf. 1 .m_ ..71

7.00 14, 000, 000. 00

0. 00 ilt 1°,. °007.. 80°

, 4 000,

6, 000,

000. 00

000. 00

11 8, 000, 000. 00

1 0: gg: 02: gg
1

58, 636, 958. 34 29, 506,135. 42 29, 130, 822. 92
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1360 BRANCH, CHAIN, AND GROUP BANKING

Mr. BACIGALUPI. Exhibit B shows the steady phenomenal growth
of the bank's deposits. At the beginning of this year total deposits
were $893,892,732.87, and the total number of accounts exceeded
1,500,000-believed to be the largest number of depositors enjoyed
by any other bank in the country.
(Exhibit B referred to is here printed in full, as follows:)

EXHIBIT B

Giving the growth of deposits of the Bank of Italy National Trust & Savings Asso-
ciation

Date: Deposits Date: Deposits

Dec. 31, 1904_ _ _ $134,413.27 Dec. 31, 1917_ _ _ $72,044,728. 71
Dec. 30, 1905_ _ _ 703,024.07 Dec. 31, 1918_ _ _ 85,937,839.04
Dec. 31, 1906_ _ _ 1, 348,723.31 Dec. 30, 1919_ _ _ 127,258,625.92
Dec. 31, 1907_ _ _ 1, 660,324.47 Dec. 30, 1920_ _ _ 140,993,545.37
Dec. 31, 1908_ _ _ 1, 728,898.99 Dec. 30, 1921_ _ _ 177,867,610.68
Dec. 31, 1909_ __ 2, 929,494.90 Dec. 29, 1922_ _ _ 229,751,525.82
Dec. 31, 1910__ _ 5, 348,151. 11 Dec. 29, 1923_ _ _ 276,548,879. 20
Dec. 30, 1911_ _ _ 7, 129,456.39 Dec. 29, 1924_ _ _ 328,963,919.05
Dec. 31, 1912._ _ 9, 916,018. 16 Dec. 31, 1925_ _ _ 389,433,241.00
Dec. 31, 1913_ _ _ 14,226,242.32 Dec. 31, 1926_ _ _ 416,656,511.00
Dec. 31, 1914_ _ _ 16, 272,563. 13 Dec. 31, 1927_ _ _ 645,002, 138.00
Dec. 31, 1915_ _ _ 20, 474,872.53 Dec. 31, 1928_ __ 698,435,841.00
Dec. 30, 1916_ _ _ 36, 804,775.71 Dec. 31, 1929_ _ _ 893,892,732.87

More than 1,500,000 depositors

Mr. BACIGALUPI. Exhibit C shows the record of growth of the
bank's normal deposits, both natural and by absorption. Also a
chart which discloses the very interesting fact that $381,462,000,
about one-half of the total normal deposits, have been accumulated
through natural growth, while $382,783,000 are due to absorptions,
while only 50 branches were established de novo and 242 were estab-
lished through the purchase of banks.

This I think will prove an interesting chart. We have very often
been questioned as to whether our institution is the representation of
putting together of a lot of resources that we have bought here and
there-just how much of the growth is due to acquisition and how
much was due to natural growth. This chart shows, from year to
year, for instance, the growth by the two processes. The green, for
instance, on this chart-
The CHAIRMAN. We will not be able to show those in colors in the

printed hearings. I mention that here so those who read the record
may understand.
Mr. BACIGALUPI. They may show that in black and white.
Mr. FORT. Or by heavy and thin lines.
The CHAIRMAN. You might designate for the record, how they

should be shown, for the benefit of the printer, so that the reader of
the record will know just what you are talking about:
Mr. BACIGALUPI. I suggest that broken and heavy lines be used.

This chart shows the normal deposits of the bank, tho green repre-
senting natural growth and the red the absorptions.
Mr. FENN. Those colors might be represented by solid black lines

and broken lines, and by broken lines, I mean a dash and then a
spece.
The CHAIRMAN'. In the correction of the galley proof, I suggest

that some notation be made so as to effect the distinction.



GROWTH OF BANK OF ITALY N. T. & S. A. IN DEPOSITS AND NUMBER OF BRANCHES

TOTAL DEPOSITS

SHOWING NATURAL GROWTH AND

GROWTH THROUGH AB SORPT IONS

NUMBER OF BRANCHES

SHOWING INCREASE IN NUMBER THROUGH

ESTABLISHMENT DE - NOVO AND THROUGH ABSORPTIONS
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Mr. BACIGALUPI. You will notice how these red and green lines
compare as to growth.
• The de novo, or brand new branches established out of San Fran-

cisco would be easily less than one-half a dozen. Most of these de

rrvo !)ranches were new branches established in the cities of Sanan.cisco and Los Angeles, cities in which we were already operatmg,
bilt in which we extended additional windows in the business areasas they were organized. You will note, however, even charging
"rselves with every de novo branch, the differentiation between the
branches started brand new and those that were established only as
the result of the acquisition of established institutions in the State,and how they compare.
(Exhibit C referred to is here printed in full, as follows:)

EXHIBIT C

Baitk of Italy, National Trust & Savings Association deposits, record of growth

t

Itykt!.1.9.15 

1192187  

1199.1209 

----------------------------------------------------------------------------------------------------------------

1921. -------------------------------------------------,4 11)22 ----------------------
1923 -------
1924 ----------------------------------------------------------
1326 ---------- -----------

- - - -------------- ------------------------
---------------------------------------------------------

---------------------------------------------------------
1929

 --------------------------------------------------------------
-----------------------------------------------------

Increase in
deposits

Natural
growth

Purchased
growth

$20, 474, 872 $16, 049,872 $4, 425,000
16, 329, 904 7, 438, 904 8, 891,000
35, 239, 954 10, 057, 954 25, 182,000
13, 893, 110 8,406, 110 5, 487,000
41, 320, 786 41, 320, 786 None.
13, 734, 919 13, 734, 919 None.
36, 874, 065 19, 384, 065 17, 490, 000
51, 883, 916 26, 199,916 25, 684, 000
46, 797, 354 28, 968, 354 17, 829,000
52, 415, 039 41, 877, 039 10, 538, 000
60, 469, 322 55, 928,520 4, 540, 802
27, 223,270 25, 954,429 1, 268, 841

228, 345, 627 I 27, 273, 877 201, 071, 750
53,433, 703 17, 638,703 35, 796,000
195, 456, 892 130, 262, 892 65, 194,000

310 in determining this increase, reserves carried by the Liberty Hank of America of approximatelyM00,000 have been subtracted from the 1926 deposits.

, Mr. BACIGALUPI. Exhibit D gives a complete list of the bank's
ranches, arranged in alphabetical order, the name of the predecessor
oank, and the date when opened as a branch.
(Exhibit D referred to is here printed in full, as follows:)



EXHIBIT D

BANK OF ITALY—NATIONAL TRUST & SAVINGS ASSOCIATION

The following is a list of our branches:

Town Branch name and address

American
Banking
Associa-
tion No.

lute-
nor Post-office box No.
No' •

Predecessor
Date opened
as branch or

change

Alameda  Alameda Branch, 1500 Park Street 90-1167 147 it5_ Citizens National Bank Nov. 21,1927
Head office Citizens Savings Bank Do.
Branch Liberty Bank of America, San Francisco Feb. 19, 1927
E ncina I National Bank Feb. 14. 1927

Alhambra   Alhambra Branch, 2 West Main 90-1052 KO 188 Branch Liberty Bank of America, San Francisco Feb. 19, 1927
Street. Citizens Savings & Commercial Bank Jan. 28, 1927

Anaheim  Anaheim Branch, 102 East Center 90-269 209  Branch Liberty Bank of America, San Francisco Feb. 19, 1927
Street. Branch Bank of America, Los Angeles Jan. 28.1927

Golden State National Bank May 7,1925
Golden State Bank Aug. 27,1920
German-American Bank Aug. 24,1918

Anderson  Anderson Branch, East Center 90-541 122 188 Branch Liberty Bank of America, San Francisco Feb. 19, 1927
Street. Branch Liberty Bank, San Francisco Jan. 28.1927

Stanch First Savings Bank, Shasta County, Redding Nov. 30, 1925
Bank of Anderson Feb. 3.1915

Angels Camp ngels Camp Branch, Angels 90-542 159 258 Branch Liberty Bank of America, San Francisco Feb. 19, 1927
Camp, Calif. Calaveras County Bank Jan. 28, 1927

Arcadia Arcadia Branch. First Street and 90-1111 88 Drawer 1 Arcadia Savings Bank Mar. 26, 1925
Huntington Drive.

Do Baldwin Avenue Branch. Bald-
win Avenue and Duarte Road.

90-877 153 545 Branch Liberty Bank of America, San Francisco 
First National Bank 

Feb. 19, 1927
Jan. 28, 1927

Arcata Arcata Branch, 837 H Street 90-544 108  Branch Liberty Bank of America, San Francisco Feb. 19,1927
Branch Liberty Bank, San Francisco Jan. 28, 1927
Arcata Savings Bank.  Sept. 21,1925
Bank of Arcata Do.

Atwater Atwater • Branch, Third and 90-721 218 34 Branch Liberty Bank of America, San Francisco Feb. 19,1927
Broadway. Branch Merced Second Savings Bank, Merced Feb. 17, 1927

Bakersfield  Bakersfield Branch, 1705 Nine-
teenth Street.

9-139 2 999 First National Bank Apr. 24,1922

Do  East Bakersfield Branch, 824 90-142 1 Drawer D, station Ardizzi Cheese Bank_  Do.
Baker Street. A.

Benicia  Benicia Branch, 698 First Street 90-550 105 Drawer 1   Branch Liberty Bank of America, San Francisco Feb. 19, 1927
Branch Liberty Bank, San Francisco Jan. 28,1927
Branch Central Commercial de Savings Bank, Vallejo July 26, 1925
Peoples Bank Dec. 10,1919

Berkeley ...... . Berkeley Branch, 2000 Shattuck 90-1186 175 209 . Branch Liberty Bank of America, San Francisco Feb. 19, 1927
Avenue. Connuarcial National Bank Feb. 14, 1927

t.D
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_Beverly Rills

Brawley 

Burbank 

Burlingame 

Camarillo 

C enter vine 

Chico 

Chula Vista 

Colma 

Compton 

Concord 

Corning 

Coronado 

Crescent City 

Culver City

Daly City 

Danville

Beverly Rills Branch, 9460 Wil-
shire Boulevard.

Wilshire-Robertson Branch, 498
Wilshire Boulevard.

Brawley Branch, 568 Main Street'

Burbank Branch, 221 West San
Fernando Boulevard.

Burlingame Branch, southwest
corner Burlingame Avenue and
Park Road.

Camarillo Branch, Ventura Boule-
vard near Pujol Street.

Centerville Branch, southeast
corner Main and Niles Road.

Chico Branch, 201 Broadway 

Chula Vista Branch, Corner
Third Avenue and F Street.

Colma Branch, Mission Road,
San Pedro Avenue and Rainier
Street.

Compton Branch, 185 East Main
Street.

Concord Branch, 1997 Mount
Diablo Street.

Corning Branch, 1124 Solano
Street.

Coronado Branch, Park Place and
Orange Avenue.

Del Norte County Branch, north-
west corner Second and 11
Streets.

  Culver City Branch, 3849 Main
Street.

Daly City Branch, 6298-A Mis-
sion Street.

  Danville Branch, Hartz and Pros-
pect Avenues.

90-1112 245 None 

90-1154 246 _do 

90-820 i 167 L 

90-966 217 156 

90-695 116 Drawer F

90-841 174 10 

90-564 5 149 

90-305 6 1033 

90-567 232 688  

90-930 71 Drawer T

90-1069 60 44

90-525 141 38  

90-755 146 68. 

90-573 168 D 

90-481 109 30 

90-828 206 38 

90-946 115 None

90-576 225 77 

Branch Liberty Bank of America, Ban Francisco 
Beverly National Bank 
Wilshire-Preuss Branch (renamed) 
Branch Liberty Bank of America, San Francisco 
Bank of Beverly 
New 
Branch Liberty Bank of America, San Francisco 
Branch Southern Trust ck Commercial Bank, San Diego._
American State Bank 
Farmers di Merchants Savings Bank 
First National Bank 
Branch Liberty Bank of America, San Francisco 
Branch Bank of America, Los Angeles 
btate Bank of 
Branch Liberty Bank of America, San Francisco 
Branch Liberty Bank. San Francisco 
Peninsula Bank 
Branch Liberty Bank of America, San Francisco 
Farmers Bank 
Branch State Bank, San Leandro 
Newark Branch State Bank, San Leandro 
First National Bank 
Bank of 
Butte County National Bank 
Bank of Chico 
Branch Liberty Bank of America, San Francisco 
People's State Bank 
Chula Vista State Bank 
Colma State Bank 

American Savings Bank 
Bank of 
Branch Liberty Dank of America, San Francisco 
Bank of 
Branch Liberty Bank of America, San Francisco 
Tehama County Savings Bank 
Branch Liberty Bank of America, San Francisco 
Branch Southern Trust tt Commercial Bank, San Diego  
Smith River Bank, Smith River, Calif. (moved) 
Branch Liberty Bank of America, San Francisco 
Branch Liberty Bank, San Francisco 
Del Norte County Bank 
Bank of Crescent City 
Branch Liberty Bank of America, San Francisco 
Branch Bank of America, Los Angeles 
Culver City Commercial di State Bank 
Branch Liberty Bank of America, San Francisco 
Branch Liberty Bank, San Francisco 
Daly City Bank 
Branch Liberty Bank of America, San Francisco 
San Ramon Valley Bank Branch, Walnut Creek 

Feb. 19,1927
Feb. 16,1927
Jan 14,1928
Feb. 19,1927

Do.
Feb. 17,1927
Feb. 19,1927
Jan. 28,1927
Nov. 1,1919
Sept. 29,1928

Do.
Feb. 19,1927 b:1Jan. 28,1927
Jan. 19,1926
Feb. 19,1927
Jan. 28,1927 0
Nov. 2,1925
Feb. 19,1927
Jan. 28, 1927
Aug. 23,1927 0

Do. 1:11
July 5,1921 s.
May 29,1920
Oct. 2,1922
July 31,1915
Feb. 19,1927 12:..
Jan. 28,1927
Aug. 21,1916 t
June 2,1923

0Dec. 24,1923
Dec. 21,1923
Feb. 19,1927
Jan. 28,1927

biFeb. 19,1927
Jan. 28,1927
Feb. 19,1927
Jan. 28,1927
Apr. 2,1928
Feb. 19, 1927
Jan. 28,1927
Sept. 21, 1925
Apr. 30,1918
Feb. 19,1927
Jan. 28,1927
Apr. 11,1925
Feb. 19,1927
Jan. 28,1927

, 19927Nov. 25 I-,
Feb. 19,1927 02
Feb. 8,1927

CAD
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Town Branch name and address

American
Banking
Associa-
tion No.

Inte-
rior
No.

Post-office box No. Predecessor
Date opened
as branch or

change

Dos Palos Dos Palos Branch, Marguerite 90-580 126 58_ Farmers & Merchants Bank May 31,1927
Street and Center Avenue. Branch Liberty Bank of America, San Francisco Feb. 19, 1927

Branch Liberty Bank, San Francisco Jan. 28, 1927
Branch Bank of Los Banos Mar. 8, 1926

Eagle Rock Eagle Rock Branch, 5040 Eagle 16-213 238 190. Arcade sta- Eagle Rock State Bank Oct. 28,1929
Rock Boulevard. tion, Los An-

geles.
Eagle Rock Branch (moved) 
Pico-Robertson Branch, Los Angeles (moved) 

Do.
Apr. 23,1927

Branch Liberty Bank of America, San Francisco__ _ Feb. 19, 1927
New  Feb. 14, 1927

El Centro  El Centro Branch, 601 Main Street 90-884 188 Bin M Imperial Valley Branch (renamed) Feb. 1,1930
El Centro Branch (branch.merger) Oct. %, 1927
First National Bank  Mar. 26, 1925
Branch Liberty Bank of America, San Francisco Feb. 19, 1927
Branch Southern Trust & Commercial Bank, San Diego Jan. 28,1927
El Centro National Bank June 30.1920

Do  Imperial Valley Branch (dor-
mant).

90-43.5 91  El Centro Branch (renamed) 
Charter retained 

Feb. 1, 1930
Oct. 23,1927

Emeryville  Emeryville Branch. 3900 San 90-1208 249 None_ Branch Liberty Bank of America, San Francisco Feb. 19, 192T
Pablo Avenue. New Feb. 17, 1927

Escondido    Escondido Branch, Grand Ave-
nue and Lime Street.

90-461 169 _do  Branch Liberty Bank of America, San Francisco.. 
Branch Southern Trust & Commercial Bank, San Diego 

Feb. 19, 1927
Jan. 28,1927

Eureka  Home Savings Branch, 3,50 E 90-145 124 993  Branch Liberty Bank of America, San Francisco Feb. 19, 1927
Street. Branch Liberty Bank, San Francisco  Jan. 28,1927

Home Savings Bank  Dec. 1, 1925
First Savings Bank  July 1, 1921

Fairfax  Fairfax Branch, Main Street and 90-970 106 K Branch Liberty Bank of America, San Francisco Feb. 19, 1927
Roffino Avenue. Branch Liberty Bank, San Francisco Jan. 28, 1927

Fairfax Bank Sept. 8,1925
Fillmore  Fillmore Branch, Main Street and 90-592 199 D Branch Liberty Bank of America, San Francisco Feb. 19,1927

Central Avenue. Fillmore State Bank Feb. 8,1927
Firebaugh  Firebaugh Branch, corner 90-838 127 None Branch Liberty Bank of America, San Francisco Feb. 19,1927

Eleventh and 0 Streets. Branch Liberty Bank. San Francisco  Jan. 28,1927
Branch of Bank of Los Banos Mar. 8, 1926

Fort Bragg  Fort Bragg Branch, 363 Main 90-734 129 G Branch Liberty Bank of America, San Francisco Feb. 19,1927
Street. Branch Liberty Bank, San Francisco Jan. 28,1927

Fort Bragg Commercial Bank Mar. 29,1926
Branch Mendocino Bank of Commerce, Mendocino Oct. 1,1921

Fortuna  Fortuna Branch, corner C and 90-596 130 Q  Branch Liberty Bank of America, San Francisco Feb. 19,1927
Fourth Streets. Branch Liberty Bank, San Francisco Jan. 28,1927

Bank of Fortuna Mar. 29, 1926
Fresno  Belmont-Blackstone Branch, 501 90-1178 9 1275 New (Charter First Branch, Fresno) Nov. 1,1926

Blackstone Avenue.
Fresno Main Office, corner Fulton
and Tulare Streets.

90-90 10 1275 First Branch Fresno (branch merger) 
First National Bank 

Do.
June 27,1921

Peoples State Bank   Dec. 28,1916
Fresno National Bank  - Oct. 25.9956
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Fullerton 

Gilroy  

Glendale

Gridley 
Gustine 

Half Moon Bay

Hanford 

Hayward 

Healdsburg 

West Fresno Branch, 949 F Street_l

  Fullerton Branch, corner A merige
and Sparks.

Gilroy Branch, 116 Monterey
Street.

Glendale Branch, 109 East Broad- i
way.

Gateway Branch, 1801 South 1
Brand Boulevard.

Gridley Branch, Hazel Street__
Gustine Branch, corner Fifth and
Fourth Avenues.

Half Moon Bay Branch, Maine
Street and Kelly Avenue.

Hanford Branch, corner Seventh
and Irwin Streets.

Hayward Branch, 1004 B Street__

Healdsburg Branch, 320 West
Street.

Highland Park  Highland Park Branch, 5570 Pasa-
dena Avenue, Los Angeles.

Hollister  Hollister Branch, corner San
Benito and Fifth Streets.

Hollywood  Hollywood Branch, 6780 Holly-
wood Boulevard.

90-95

90-430

90-378

90-960

90-1025

90-492
90-807

90-605

90-262

90-694

90-416

16-112

I

90-392

16-145 '

reopies state pans  vet:. ca, ono
Fresno National Bank  Oct. 21.1916

80

207

I 1275 

229_

West Fresno Branch of Valley Bank, Fresno 
Industrial Bank 

 Branch Liberty Bank of America, San Francisco 
Branch Bank of America, Los Angeles 
Farmers and Merchants National Bank_  

i Mar. 3, 1924
May 22,1923
Feb. 19,1927
Jan. 28.1927
Apr. 25,1925

Fullerton State Bank Sept. 20,1905
11  Bank of Gilroy Oct. 21,1916

Gilroy Savings di Loan Bank May 31,1912
162 900   Central-Glendale Branch (renamed) Apr. 21,1927

Branch Liberty Bank of America, San Francisco Feb. 19,1927
Glendale State Bank Jan. 28,1927

212 900 Glendale Branch (renamed) Apr. 21,1927
Branch Liberty Bank of America, San Francisco Feb. 19,1927
Branch Bank of America, Los Angeles Jan. 28,1927
Community Savings & Commercial Bank Dec. 9,1925

25  8 Branch Hideout Bank, Marysville Feb. 3, 1922
125 189 1 Branch Liberty Bank of America, San Francisco Feb. 19,1927

Branch Liberty Bank, San Francisco Jan. 28,1927
Bank of Gustine Mar. 8;1926

181 38 Branch Liberty Bank of America, San Francisco Feb. 19,1927

Bank of Half Moon Bay Jan. 28,1927
18 471 Hanford National Bank May 5,1924

Peoples Savings Bank Do.
The old bank July 24,1922

14 Drawer 4 First National Bank in Hayward Sept. 20,1927
Branch State Bank, San Leandro Aug. 23,1927
First National Bank July 5,1921
Farmers and Merchants National Bank Do.

119  Branch Liberty Bank of America, San Francisco Feb. 19, 1927

Branch Liberty Bank, San Francisco Jan. 28,1927
Healdsburg National Bank Nov. 2,1925
Healdsburg Savings Bank Do.
Sotoyome Bank June 28, 1912

304 190, Arcade sta-
tion, Los Ange-
les.

Branch Liberty Bank of America, San Francisco Feb. 19, 1927

Branch Commercial National Trust and Savings Bank,
Los Angeles.

Jan. 28,1927

New June 1,1922
12 377  Bank of Hollister Dec. 19, 1916

Savings and Loan Bank of San Benito County Do.
307 190, Arcade sta-Federal Trust and Savings Bank 

tion, Los Ange-
Jan. 16,1928

les. Branch Liberty Bank of America, San Prancisco Feb. 19,1927
Branch Commercial National Trust and Savings Bank,
Los Angeles.

Jan. 28,1927

New Jan. 7,1924

B
R
A
N
C
H
,
 C
H
A
I
N
,
 A
N
D
 
G
R
O
U
P
 
B
A
N
K
I
N
G
 

c:5-



Town Branch name and address

American
Banking
Associa-
tion No.

Inte-
rior
No.

Post-office box No. Predecessor
Date opened
as branch or

change

Hollywood Hollywood-Wilcox Branch, 6436
Hollywood Boulevard.

16-135 204 190, Arcade sta-
tion, Los Ange-
les.

Branch Liberty Bank of America, San Francisco Feb. 19,1927

Branch Bank of America, Los Angeles Jan. 28, 1927
New Sept. 15,1924

Do South Hollywood Branch, 7179 90-1104 89  do Santa Monica Boulevard Branch (renamed) Aug. 1,1927
Santa Monica Boulevard.

Santa Monica Boulevard State Bank Mar. 26,1925
Huntington Park Huntington Park Branch, 6601 90-1061 208 605 Branch Liberty Bank of America, San Francisco Feb. 19,1527

Pacific Boulevard.
Branch Bank of America, Los Angeles Jan. 28,1927
National Bank of Huntington Park Feb. 27,1926
Huntington Park State Bank May 12,1925
Bank of Huntington Park Feb. 2,1921

Kelseyville Kelseyville Branch, South Main 90-909 114 167 Branch Liberty Bank of America, San Francisco Feb. 19,1927
Street.

Branch Liberty Bank, San Francisco Jan. 28, 1927
Branch Farmers Savings Bank, Lakeport Oct. 19,1925

King City King City Branch, southwest cor-90-856
ner Broadway and Third Streets.

15 228  First National Bank July 5,1921

Knights Landing Knights Landing Branch, corner 90-853 88  Branch Home State Bank, Woodland July 24,1922
Third and Mills Streets.

La Jolla La Jolla Branch, corner Prospect 90-621 170 38  Branch Liberty Bank of America San Francisco (branch Feb. 19,1927
Street and Girard Avenue. Southern Trust & Commercial Bank, San Diego) Jan. 28,1927

Lakeport Lakeport Branch, southwest cor-90-510 113
ner Main and Second Streets.

Drawer F Liberty Bank of America 
Liberty Bank 

Feb. 19,1927
Jan. 28,1927

Farmers State Bank Oct. 19,1925
La Mesa La Mesa Branch, 2 Lookout Ave-90-622

nue.
231  7 Branch Liberty Bank of America, San Francisco 

Bank of La Mesa 
Feb. 19,1927
Jan. 28,1927

Lancaster Lancaster Branch, 117 West Tenth 90-756 172 575 Branch Liberty Bank of America, San Francisco Feb. 19,1927
Street. Antelope Valley Bank Jan. 28,1927

Bank of Lancaster May 24,1915
Farmers and Merchants Bank Do.

Live Oak Live Oak Branch, C Street  90-727 28 L-1 Branch Rideout Bank, Marysville Feb. 3,1922
Livermore Livermore Branch, First and 90-409 13 387_  Livermore State Bank Jan. 27,1917

Lizzie Streets. Farmers and Merchants National Bank Do.
Bank of Livermore  Jan. 3,1911

Lodi First Central of Lodi Branch, 101 90-361 107  2 Branch Liberty Bank of America, San Francisco Feb. 19, 1927
West Pine Street. Branch Liberty Bank, San Francisco Jan. 28,1927

Central State Bank Sept. 21,1925
First National Bank Do.

Lompoc. Lompoc Branch, 101 West Ocean 90-449 16 87  do July 5,1921
Avenue. Farmers and Merchants State Bank Aug. 5,1920

Bank ot Lompoc  Sept. 1,1916
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,YU11,05.
Bank of Lompoc   1 Sept. 1,1910

Long Beach  American A venue Branch, 301
American Avenue.

, 90-1001 73 Bin 9 ' Seventh and American Branch (branch merger)  I Apr. 30,1929
Branch Liberty Bank of America, San Francisco  Feb. 19,1927
Branch Marine Trade and State Bank, Long Beach  Jan. 28.1927
Bixby Park Branch (branch merger)  Nov. 3, 1928
Branch Liberty Bank of America, San Francisco  Feb. 19, 1927

8 New  Jan. 28,1927
Branch Long Beach National Bank, Long Beach  May 14,1924
Home Office American State Bank. Dec. 24,1923

Do  Belmont Shore, 5203 East Second 90-1199 229 do Pacific-Anaheim Branch (moved and renamed)  Aug. 27,1927
Street. Branch Liberty Bank of America, San Francisco Feb. 19, 1927

New Jan. 28,1927
Do Bixby Park Branch (dormant) 90-1198 228  do Charter retained, merged with branch 73 Nov. 3, 1928
Do East Long Beach Branch, 3000 90-1197 227  do Branch California National Bank, Long Beach Apr. 25, 1927

East Anaheim. Branch Liberty Bank of America, San Francisco Feb. 19, 1927
New Jan. 28,1927

Do First and Pine Branch, corner 90-969 189  do New, charter of Long Beach office retained Dec. 9, 1929
First and Pine Avenue.

Do Long Beach main office, 350 Pine 90-120 74 _do Long Beach office (branch merger) Dec. 9, 1929
Avenue. Home office, Long Beach National Bank May 14, 1924

Golden State Bank Dec. 24, 1923
Exchange National Bank Dec. 21, 1921
Marine Trust Office (branch merger) Dec. 9, 1929
Branch Liberty Bank of America, San Francisco Feb. 19, 1927
Home office Marine Trust & Savings Bank Jan. 28,1927
Marine Commercial & Savings Bank Apr. 11, 1923
Long Beach Branch Bank of America, of California (branch
merger.)

Dec. 9, 1929

First National Bank Jan. 21,1929
Do North Long Beach Branch, 5300 90-1193 192  do__ Branch Liberty Bank of America, San Francisco Feb. 19, 1927

Long Beach Boulevard. Branch Marine Trust & Savings Bank, Long Beach Jan. 28,1927
Do Redondo and Seventh Branch,

3401 East Seventh Street.
90-1195 193  do Branch Liberty Bank of America, San Francisco 

Branch Marine Trust & Savings Bank, Long Beach 
Feb. 19,1927
Jan 28,1927

Do Seventh and American Branch 90-1194 190  do Charter retained, merged with Branch 73 Apr. 30, 1929
(dormant).

Do Seventh and Pine Avenue Branch,
650 Pine Avenue.

90-1119 75  do Branch Long Beach National Bank, Long Beach 
Branch American Savings Bank 

May 14,1924
Dec. 24, 1923

Bank of North Long Beach  Dec. 5, 1923
Do Union State Branch, 1705 East 90-1196 191  do Branch Liberty Bank of America. San Francisco Feb. 19, 1927

Anaheim. Branch Marine Trust & Savings Bank, Long Beach Jan. 28,1927
Union State Bank Feb. 4,1925

Los Angeles Angeles-Mesa Branch, 5360 An-
geles Mesa Drive.

16-197 223 Box 190
Station.

Arcade Branch Liberty Bank of America, San Francisco 
Branch Bank of America, Los Angeles 

Feb. 19,1927
Jan. 28,1927

New May 15,1926
Do 
Do 

Broadway Office 
Broadway at Seventh Street 

16-104 , 19  do 
 do 

Bank of America office (branch merger) 
Eighth and Broadway Branch (renamed) 

July 28, 1928
Feb. 28, 1927

Branch Liberty Bank of America, San Francisco Feb. 19,1927
Home office Bank of America Jan. 28,1927
Commonwealth Trust Co Sept. 28,1923
Western State Bank Feb. 2,1923
New Mar. 26,1923
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Town Branch name and address

American
Banking
Associa-
tion No.

Inte-
ior
No.

Post-office box No. Predecessor .
Date opened
as branch or

change

Los Angeles Brooklyn - Soto Branch, 2336 16-190 315 Box 190 Arcade Branch Liberty Bank of America, San Francisco Feb. 19, 1927
Brooklyn Avenue. Station. Branch Commercial National Trust & Savings Bank, Los Jan. 28,1927

Angeles.
New Jan. 2,1920

Do Commercial National office, Ninth
and Main Streets.

16-78 301  do Branch Liberty Bank of America, San Francisco 
Home office Commercial National Trust dr Savings Bank..

Feb. 19,1927
Jan. 28, 1927

Continental National Bank & Commercial National July 16, 1925
Bank, merged.

Do Echo Park Branch, 1572 Sunset 16-199 318  do Branch Liberty Bank of America, San Francisco Feb. 19, 1927
Boulevard.

Branch Commercial National Trust and Savings Bank,
Los Angeles.

Jan. 28,1927

New Mar. 5,1926
Do  Eighth and Vermont Branch, 800 16-141 305  do Branch Liberty Bank of America, San Francisco Feb. 19,1927

, South Vermont Avenue.
Branch Commercial National Trust and Savings Bank,
Los Angeles.

Jan. 28,1927

New Dec. 1,1923
Do  Florence-Vermont Branch, 7201 16-211 Ma  do Sixty-eighth and Western Branch, branch merger__ ...... Sept. 10,1929

South Vermont. Charter transferred to branch 240, Western-Manchester
branch, moved and renamed.

June 10,1927

Branch Liberty Bank of America, San Francisco Feb. 19,1927
Branch Commercial dr Savings Bank, Los Angeles. Jan. 28,1927
New Jan. 2, 1926
Branch Liberty Bank of America, San Francisco  Feb. 19,1927
New Do.

Do  Fort y-eighth and Western Branch,
4728 South Western Avenue.

16-191 316  do Second Avenue and Forty-eighth Street Branch Bank of
America of California.

Mar. 3, 1930

Second Avenue State Bank Jan. 26,1929
Branch Liberty Bank of America, San Francisco Feb. 19,1927
Branch Commercial National Trust & Savings Bank, Los Jan. 28,1927
Angeles.

New Jan. Z1926
Do  Fourth and Spring Branch, 401 16-17 310  do Branch Liberty Bank of America, San Francisco Feb. 19,1927

South Spring Street. Branch Commercial National Trust & Savings Bank, Los Jan. 20,1927
Angeles.

New, original head office Commercial National Bank 1903
Do Hill Street office, 855 South Hill 16-105 201  do Head office, Pacific National Bank Sept. 10, 1929

Street. Bank of America office charter used Do.
Bank of America office business merged with Branch 19,
charter dormant.

July 28,1928

Do  Industrial Branch, 2363 East 10-216 241  do Industrial office, Pacific National Bank Sept. 10,1929
Ninth Street. Charter of West Adams Branch Do.

Business of West Adams Branch transferred to B. A. C. Do.
Branch 627.
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Do  International office, 220 North ' 16-51 I 21 1 do  International Savings & Exchange Bank  Sept. 16, 1917
Main Street. . Union Savings Bank, Riverside, moved to Los Angeles_   Sept. 15,1904

Do  Jefferson-Vermont Branch, 3103 16-212 237  do  Thirty-sixth and University Branch, moved and renamed. Sept. 2, /927
South Vermont. Branch Liberty Bank of America, San Francisco  Feb. 19, 1927

New Feb. 14, 1927
Do.  Lincoln Heights Branch, 2223 16-210 327  do  Broadway-Alpine Branch, moved and renamed June 27, 1927

' North Broadway. Branch Liberty Bank of America, San Francisco Feb. 19, 1927
Branch Commercial National Trust & Savings Bank, Los Jan. 28, 1927
Angeles.

New Jan. 2, 1926
Do  Main at Pico Branch, 1242 South 16-143 306  do  Eleventh and Main Branch Bank of America of California__ Mar. 3, 1930

Main Street.
Branch Merchants National Trust and State Bank, Los Dec. 10, 1928
Angeles.

Branch Liberty Bank of America, San Francisco Feb. 19,1927
Branch Commercial National Trust and Savings Bank,
Los Angeles.

Jan. 28,1927

New Dec. 1, 1923
Do  Main office, Los Angeles division,

Seventh and Olive Streets.
16-66 20  do  Seventh and Figueroa Branch (branch merger, charter ! Mar. 24,1928

transferred to branch 220). 
1Branch Liberty Bank of America, San Francisco  Feb. 19.1927

Branch Bank of America, Los Angeles i Jan. 28,1927
New  Feb. 27,1926
City and County Bank  Sept. 30,1913
Home office, Park Bank  May 1,1913
Central Trust Co 'Mar. 29,1908
Dollar State Bank and Trust Co  Mar. 29,1906
Riverside Savings and Loan Association moved to Los Dec. 10,1901
Angeles.

Do  Manchester-Broadway Branch,
8601 South Broadway.

16-201 320  do Branch Liberty Bank of America, San Francisco 
Branch Commercial National Trust and Savings Bank,
Los Angeles.

Feb. 19,1927
Jan. 28,1927

New Oct. 23,1926
Do  Manchester Heights Branch, 8600 16-215 240  do.  Manchester Heights office, Pacific National Bank Sept. 10,1929

South Vermont Avenue. Charter of Sixty-eighth and West Branch used (Sixty-
eighth and Western branch business transferred to
branch 236).

Sept. 10, 1929

Do Melrose-La Brea, 7031 Melrose 16-188 213  do Branch Liberty Bank of America, San Francisco Feb. 19,1927
Avenue. Branch Bank of America, Los Angeles Jan. 28,1927

New Dec. 15,1925
Do Pico-Heights Branch, Pico Street

at Fedora.
16-87 22  do Branch Park Bank, Los Angeles May 1,1913

Do Pico-Hoover Branch, 2201 West 16-113 302  do Branch Liberty Bank of America, San Francisco Feb. 19,1927
Pico Street. Branch Commercial National Trust and Savings Bank,

Los Angeles.
Jan. 28,1927

New Apr. 20,1922
Do Pico-Redondo Branch, 5086 West 16-214 239  do Pico-Hauser Branch (moved and renamed) Dec. 17,1927

Pico. Branch Liberty Bank of America, San Francisco Feb. 19, 1927
New Feb. 14,1927

DO Seventh and Central Branch, 1303 16-114 303  do Branch Liberty Bank of America, San Francisco Feb. 19,1927 I .
EastiSeventh Street, Branch Commercial National Trust and Savings Bank,

Los Angeles.
New 

Jan. 28, 1927

June 6, 1922 c•Q



Town Branch name and address

American
BankingAssocia.

tion No.

Inte-. _
nor
No.

Post-office box No. Predecessor
Date opened
as branch or

change

Loa Angeles Seventh and Westlake Branch 16-142 309 Box 190 Arcade Branch Liberty Bank of America, San Francisco Feb. 19,1927
2000 West Seventh Street. Station. Branch Commercial National Trust and Savings Bank,

Los Angeles.
Jan. 28,1927

New June 28,1924
Do Trust department (Los Angeles),

Seventh and Olive Streets.
16-66 620  do 

Do Vermont Avenue and Forty-
eighth Street Branch, 4801 South

16-202 321  do Vermont Avenue and Fifth-fourth Street Branch (moved
and renamed).

Aug. 19,1927

Vermont Avenue. Branch Liberty Bank of America, San Francisco Feb. 19,1927
Branch Commercial National Trust 8: Savings Bank,
Los Angeles-

Jan. 28,1927

New Oct. 21,1926
Do Vermont-Melbourne Branch, 1776 16-136 205  do Branch Liberty Bank of America, San Francisco Feb. 19,1927

North Vermont Avenue. Branch Bank of America, Los Angeles  Jan. 28,1927
New Dec. 15,1924

Do Vernon-Broadway Branch, 4400 16-192 317  do Forty-fifth Street and Broadway Branch (renamed) Mar. 11,1927
South Broadway. Branch Liberty Bank of America, San Francisco Feb. 19,1927

Branch Commercial National Trust dr Savings Bank, Los Jan. 28,1927
Angeles.

New Jan. Z 1926
Do Washington-Crenshaw Branch,

4182 West Washington Boule-
vard.

16-198 222  do Branch Liberty Bank of America, San Francisco 
Branch Bank of America, Los Angeles_
New 

Feb. 19,1927
 Jan. 28,1927

May 15,1926
Do Washington-Vermont Branch,

1561 West Washington Boule-
vard.

16-199 319  do Branch Liberty Bank of America, San Francisco 
Branch Commercial National Trust dr Savings Bank, Los
Angeles.

Feb. 19,1927
Jan. 28,1927

New July 1,1926
Do Western-Melrose Branch, 700 16-148 314  do Branch Liberty Bank of America, San Francisco Feb. 19,1927

North Western Avenue. Branch Commercial National Trust dr Savings Bank, Los Jan. 28,1927
Angeles.

New Jan. 2,1926
Do  Western-Pico Branch, 3088 West 16-147 312  do Branch Liberty Bank of America, San Francisco  Feb. 19,1927

Pico Street. Branch Commercial National Trust dr Savings Bank, Los Jan. 28,1927
Angeles.

New Dec. 5,1925
Do  Western San Monica Boulevard 16-205 325  do Branch Liberty Bank of America, San Francisco_ Feb. 19,1927

Branch, 1100 North Western Branch Commercial National Trust dr Savings Bank, Los Jan. 28,1927
Avenue. Angeles.

New Nov. 20,1926
Do  West-Sixth-Rampart Branch (dor-16-134 203  

mant).
do  Charter retained (merged with Seventh and Hoover Branch

Bank of America of California).
Mar. 3,1930

Do  Whittier-Lorena Branch, 3361 16-189 313  do  Branch Liberty Bank of America, San Francisco Feb. 19,1927
Whittier Boulevard. Branch Commercial National Trust di Savings Bank, Los Jan. 28,1927

Angeles.
New Dec. 21,1925
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Do I Wilshire-La Brea Branch, .5328 f 16-118 I 311  
Wilshire Boulevard.

do  Wilshire & Detroit Branch, B. A. C  Sept. 10,1929
Branch Merchants National Trust & Savings Bank ; Dec. 10,1928
Branch Liberty Bank of America, San Francisco ' Feb. 19, 1927
Branch Commercial National Trust & Savings Bank, Los ' Jan. 28,1927
Angeles.

New  Oct. 26,1925
Do  Wilshire-Western Branch 635 16-80 202 do Branch Liberty Bank of America, San Francisco  Feb. 19, 1927

South Western Avenue. Branch Bank of America, Los Angles  Jan. 28, 1927
New  Apr. 4.1923

Los Banos  Los Banos Branch, corner Sixth
and I Streets.

90-522 17 Drawer C Bank of Los Banos  Mar. 8. 1926
First National Bank  July 5, 1921

Los Gatos  Los Gatos Branch, Main Street
and Santa Cruz Avenue.

90-628 142 Drawer E Branch Liberty Bank of America, San Francisco  Feb. 19.1927
Bank of Los Gatos  Jan. 28,1927

Madera  Madera Branch, corner C Street
and Yosemite Avenue.

90-382 23 Drawer A Madera Savings Bank  July 17,1917
Commercial National Bank  July 14,1917

Manteca  Manteca Branch, 2 East Yosemite 90-712 143 Drawer L Branch Liberty Bank of America, San Francisco  Feb. 19. 1927
Avenue. First National Bank Jan. 28.1927

First State Bank May 15,1920
Martinez  Martinez Branch, corner Main

and Estudillo.
90-1117 195 157 Branch Liberty Bank of America, San Francisco  Feb. 19.1927

National Bank of Martinez  Feb. 14.1327
Marysville  Rideout Branch, 231 D Street 90-232 27'F H. 0. Rideout Bank  Feb. 3. ton
Mayfield  Mayfield-Stanford Branch, 2391 90-630 118 918 Branch Liberty Bank of America, San Francisco  Feb. 19.1927

El Camino Real. Branch Liberty Bank, San Francisco  Jan. 28, 1927
Branch Stanford Bank of Palo Alto  Nov. 2,1923
Mayfield Bank moved to Palo Alto and changed to Stan-
ford Bank.

May 31,191S

Mendocino  ' Mendocino Branch, corner Main
and Kastin Streets.

90-633 132 227 Branch Liberty Bank of America, San Francisco  Feb. 19.1927
Branch Liberty Bank, San Francisco  Jan. 28.1927
Branch Fort Bragg Commercial Bank  Mar. 29, 1926
Mendocino Bank of Commerce  Oct. 1, 1921

Merced  Merced Branch, 601 L Street 90-337 24 8-2 Security Branch (branch merger)  June 1. 1927
Branch Liberty Bank of America, San Francisco  Feb. 19. 1927
Merced Security Savings Bank  Feb. 17.1927
Commercial dc Savings Bank, Merced  June 7, 1916
First National Bank  Do.

Do Security Branch, dormant 90-336 247 B-2 Charter retained (merged with Branch 24)  June 1, 1927
Mill Valley Mill Valley Branch, 102-104 90-634 139 817 Branch Liberty Bank of America, San Francisco Feb. 19, 1927

Throckmorton Avenue. Bank of Mill Valley Jan. 28,1927
Modesto Modesto Branch, 902 Tenth 90-296 30 Drawer C First National Bank Apr. 25, 1927

Street. Farmers de Merchants Bank July 31, 1917
Security Savings Bank of Stanislaus County  Feb. 1. 1917

Monrovia Monrovia Branch, 525 South 90-315 230 636 Branch Liberty Bank of America, San Francisco  Feb. 19, 1927
Myrtle Avenue. First National Bank Jan. 28,1927

Granite Savings Bank Do.
Granite Bank & Trust Co Do.

Monterey Monterey Branch, 332 Alvarado 90-257 81 Bin 10 Branch Valley Bank, Fresno  Mar. 3,1924
Street. Bank of Monterey  Apr. 18, 1923

Monterey Savings Bank  Do.
Morgan Hill Morgan Hill Branch, Monterey 90-637 180 M Branch Liberty Bank of America, San Francisco   Feb. 19,1927

Street. Bank or Morgan Hill  Jan. 28,1927
1 Morgan Hill Second State Bank I Jan. 6, 1906
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Town Branch name and address

American
Banking
Associa-
tion No.

Inte-
rior
No.

Post-office box No. Predecessor
Date opened
as branch or

change

Mountain View Mountain View Branch, 201 Cas-
tro Street.

90-638 144 575 Branch Liberty Bank of America, San Francisco 
Farmers .1.c Merchants National Bank 
Bank of Mountain View 

Feb. 19,1927
Jan 28, 1927
Oct. 27,1909

Napa Napa Branch, 1100 First Street._ 90-225 31 248 Jas. H. Goodman di Co. Bank  Jan 27,1917
National City National City Branch, 5 East

Eighth Street.
90-753 171 k Branch Liberty Bank of America, San Francisco 

Branch Southern Trust ez Commercial Bank, San Diego 
National City State Bank 
Peoples State Bank 

Feb. 19,1927
Jan. 28,1927
Apr. 14,1922
Aug. a 1909

Newhall Newhall Branch, corner Eighth
and Spruce Streets.

90-988 93 262 Branch of San Fernando, Valley State Bank Mar. 26,1925

North Hollywood North Hollywood Branch, 5341
Lankershim Boulevard.

90-1200 322 308 Lankershim (town renamed) 
Branch Liberty Bank of America, San Francisco 
New 

Aug. 30,1927
Feb. 19,1927
Feb. 14,1927

Oakland Broadway-Grand Branch, 2200
Broadway.

90-21 57 349 Eighteenth and San Pablo Branch (branch merger)... 
Charter transferred to Branch 234 
Broadway Bank 

Dec. 23,1929
Dec. 23,1929
July 24,1922

Do College Avenue Branch, 5665
College Avenue.

90-11 54 349 Branch Security Bank, Oakland Nov. 4,1918

Do Eleventh and Broadway Office
(dormant).

90-7 53 349 Charter retained (merged with Branch 251) Apr. 14,1930

Do Elmhurst Branch, 9400 East Four-
teenth Street.

90-1202 242 349 Branch Liberty Bank of America, San Francisco 
New 

Feb. 19,1927
Feb. 14,1927

Do Fruitvale Branch, 3204 East Four-
teenth Street.

90-12 55 349 Branch Oakland Bank, Oakland 
Branch Security Bank, Oakland 
Citizens Bank, Fruitvale 
Bank of Fruitvale 

Dec. El, 1929
Nov. 4,1918
June 15,1918
Nov. 10,1917

Do Grand-Lake Branch, 496 Lake
Park Avenue.

90-1209 250 349 Branch Liberty Bank of America, San Francisco 
New 

Feb. 19,1927
 Feb. 18,1927

Do Melrose Branch, 4,580 East Four-
teenth Street.

90-23 56 349 Branch Security Bank, Oakland Nov. 4,1918

Do North Broadway Branch, 4101
Broadway.

901201 100 349 Branch Liberty Bank of America, San Francisco 
New 

Feb. 19,1927
Feb. 14,1927

Do Oakland Bank Office, 1200 Broad-
way.

90-1 251 349 Eleventh and Broadway Office (branch merger) 
Home office Oakland Bank 
Hopkins and Thirty-eighth Avenue (charter transferred) 
Business transferred to Allendale Brarch Oakland Bank 
Oakland office (renamed) 

Apr. 14, 1930
Dec. 23,1929
Dec. 23,1929
Oct. 21,1929
Jan 3,1930

Do Oakland bank office, 1200 Broad-
way.

90-1 , 251 349 East Bay Branch (branch merger), (charter transferred to
Branch 234).

Branch Liberty Bank of America, San Francisco 
East Bay National Bank 
Home office, Security Bank 
Home office, Security Bank 44 Trust Co 
Athenian Bank of Oakland 

Feb. 1,1928

Feb. 19,1927
Feb. 16,1927
Nov. 4,1918
Feb. 5,1914
Oct. 7.1,19113
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Do  Pablo Avenue Branch, 5800 90-24 as 349 iNew 1 July 1,1922
San Pablo Avenue.

Do (
San

Seventy-fourth Avenue and Foot-
hill, Boulevard Branch, 733.5

90-1203 243 349 Havenscourt Branch (moved and renamed) 
Branch Liberty Bank of America, San Francisco 

Oct. 21, 1929
Feb. 19,1927

Foothill Boulevard. New Feb. 14, 1927
Seventy-fourth Avenue Branch, Oakland Bank Oct. 21,1929
New Dec. -, 1927

Do Telegraph Avenue Branch, 4881 90-25 59 349 do Oct. 18,1922
Telegraph Avenue.

Do Twenty-third Avenue Branch,
1254 Twenty-third Avenue.

90-27 244 349 Branch Oakland Bank, Oakland 
East Oakland Branch (moved and renamed) 

Dee. 23,1929
Do.

Branch Liberty Bank of America, San Francisco Feb. 19,1927
New Feb. 14,1927

Do West Oakland Branch, 1228 90-26 234 349 Seventh Street Branch, Oakland Bank, Oakland Dec. 23,1929
Seventh Street. Eighteenth and San Pablo Branch (charter transferred) Do.

(business transferred to Branch 57).
East Bay Branch (charter transferred) Feb. 1,1928
Business transferred to Branch 53 Do.

Ocean Beach Ocean Beach Branch, corner I 90-1183 I
Newport and Bacon Streets.

179 1042, Ocean Beach
station, San Di-
ego.

Branch Liberty Bank of America, San Francisco 

Branch Southern Trust ez. Commercial Bank, San Diego 

Feb. 19,1927

Jan. 28,1927
Ocean Park Ocean Park Branch, 2701 Main 90-1076 219 37  Branch Liberty Bank of America, San Francisco Feb. 19,1927

Street. Branch Bank of America, Los Angeles Jan. 25,1927

Oceanside Oceanside Branch, 202 North Hill 90-1170 184
, Branch Citizens State Bank, Santa Monica 

Drawer K  Branch Liberty Bank of America, San Francisco 
Jan. 20,1926
Feb. 19,1927

Ojai 
Street.

Ojai Valley Branch, Ojai Avenue 90-643 197
, Oceanside Commerce Se 3avings Bank 

369  Branch Liberty Bank of America, San Francisco 
Feb. 14,1927
Feb. 19,1927

between Montgomery and Sig-
nal Streets.

1 Ojai State Bank Feb. 8, 1927

Ontario Euclid Avenue Branch (dormant)_ 90-290 163  Charter retained (merged with Branch 70). Apr. 20,192.8
Do Ontario Branch, 200 North Euclid 90-291 70  Euclid Avenue Branch (branch merger) Do.

Avenue. Branch Liberty Bank of America, San Francisco Feb. 19,1927
Ontario National Bank Jan. 28,1927
Security State Bank May 28,1923

Orange Orange Branch, 100 North Cilassell 90-1055 233 248  Branch Liberty Bank of America, San Francisco Feb. 19,1927
Street. First Commercial Bank Jan. 28,1927

Oroville   oroville Branch, 526 Montgomery 90-301 29 Drawer C  Bank of Hideout-Smith dr Co Feb. 3,1922
Street. Hideout-Smith National Bank  Do.

Palmdale  Palmdale Branch, Center Street
and Antelope Avenue.

90-833 173 26 Branch Liberty Bank of America, San Francisco 
Branch Antelope Valley Bank, Lancaster 

Feb. 19,1927
Jan. 28, 1927

Palo Alto  Palo Alto-Stanford Branch, 251 90-617 117 367 Stanford-Palo Alto Branch (renamed) Apr. 23,1928
University Avenue. First National Bank Do.

Branch Liberty Bank of America, San Francisco Feb. 19,1927
Branch Liberty Bank, San Francisco Jan. 28, 1927
Stanford Bank moved from Mayfield Nov. 2,1925

Pasadena_   Commercial Bank Branch, 935- 90-1057 226 620  Branch Liberty Bank of America, San Francisco Feb. 19,1927
937 East Colorado Street. Commercial National Bank Feb. 8, 1927

Do  Pasadena Main Office, 160 East 90-1136 161 620  Central National Bank Jan. 16,1928
Colorado Street. Branch Liberty Bank of America, San Francisco Feb. 19,1927

National Bank of Commerce Feb. 14,1927
Bank of Commerce  Sept. 20, 1911
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Town Branch name and address

American
BankingriorAssocia-
tion No.

Into-

No.
Post-office box No. Predecessor

Date opened
as branch or

rhange

Paso Robles Paso Robles Branch, corner
Thirteenth and Park Streets.

90-456 28 '117 First National Bank 
Citizens Bank 
Bank of Paso Robles 

Feb. 27,1922
Mar. 29,1921
Aug. 11, 1909

Pescadero Pescadero Branch, San Gregorio
Street.

90-914 198 236 Branch Liberty Bank of America, San Francisco 
First National Bank 

Feb. 19,1927
Feb. 8, 1927

Petaluma Petaluma Swiss-American Branch,
201 Main Street.

90-222 7 B-1 Penngrove Branch Central Commercial Trust & Savings
Bank, Vallejo.

Petaluma Swiss-American Bank 
Wickersham Banking Co 
First National Bank 

July 23,1925

Jan. 29, 1923
May 1,1910
Sept. 11,1894

Piru  Piru Branch, Main and Center
Streets.

90-888 200 B Branch Liberty Bank of America, San Francisco 
Branch Fillmore State Bank, Fillmore 

Feb. 19,1927
Feb. 8,1927

Pittsburg Pittsburg Branch, Railroad Ave-
nue at Fourth Street.

90-893 140 397 Branch Liberty Bank of America, San Francisco 
First National Bank 

Feb. 19,1927
Jan. 28,1927

Placentia Placentia Branch, 141 West Santa
Fe Avenue.

90-702 216 144 Branch Liberty Bank of America, San Francisco 
Branch Bank of America, Los Angeles 
Placentia National Bank 
Placentia Savings Bank 

Feb. 19,1927
Jan. 28,1927
Dec. 23,1925

Pleasanton Pleasanton Branch, Main and
Neal Street.

90-466 235 38 Branch Liberty Bank of America, San Francisco 
Bank of Pleasanton 

Feb. 19,1927
Feb. 17, 1927

Pomona Pomona Branch, corner Second
and Garey Streets.

90-180 210 H Branch Liberty Bank of America, San Francisco 
Branch Bank of America, Los Angeles 
State Bank of Pomona 
American National Bank 
American Savings Bank 

Feb. 19,1927
Jan. 28,1927
May 14,1925
Jan. 26,1926

Do.
Redding Redding Branch, corner Market

and Butte Streets.
90-703 121 67 Branch Liberty Bank of America, San Francisco 

Branch Liberty Bank, San Francisco 
First Savings Bank, Shasta County 
Redding National Bank 

Feb. 19,1927

Jan. 28,1927
Nov. 30,1925

Do.
Redondo Beach Redondo Beach Branch, 100 South

Pacific Avenue.
90-346 221 67 Branch Liberty Bank of America, San Francisco .. 

Farmers & Merchants National Bank 
Farmers dr Merchants Savings Bank 

Feb. 19,1927
Jan. 28, 1927

Do.
Redwood City Redwood City Branch, 2102

Broadway.
90-376 32 D Redwood City Commercial Bank 

Savings dr Loan Co. of San Mateo County 
Sept. 15, 1917

Do.
Headley Reedley Branch, 1100 0 Street_ 90-419 77 398 Reedley National Bank 

Branch Valley Bank, Fresno 
First National Bank of Reedley 
Reedley State Bank 

May 31,1927
Mar. 3,1924
Oct. 31,1921
Sept. 16, 1907

Roseville First Branch, 200 Vernon Street 90-957 136 I-1 Branch Farmers dr Mechanics Bank, Sacramento 
Branch Liberty Bank of America, San Francisco 
First National Bank 

Feb. 23,1928
Feb. 19,1927
Jan. 28, 1927

Do Roseville Branch, corner Lincoln
and Church.

90-657 120 Drawer Branch Liberty Bank of America, San Francisco 
Branch Liberty Bank of San Francisco 
Roseville Banking Co 

Feb. 19.1927
Jan. 28,1927
Nov. 30,1925
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Sacramento  Sacramento office, Eighth and J 90-1109
Streets.

148 , 1279 I Peoples Office (renamed).    Sept. 3, 1929
Home office Farmers and Mechanics Bank  Feb 23,1928
Peoples Bank  June 14,1927
Twelfth and I Branch (moved and renamed)  Do.
Branch Liberty Bank of America, San Francisco Feb. 19,1927
Bank of Sacramento Jan. 28, 1927

Do 

Salinas 

Sixth and K Branch, corner Sixth 90-961
and K Streets.

City Branch, Dormant  90-30,

49 1279 

134 127 

Sacramento Main Office (renamed) 
New 
Charber retained (merged with Branch 72) 

Sept. 3, 1929
July 5 , 1921
Mar. 14, 1927

Salinas Branch, 202 Main Street.--90-310 72 127 City Branch (branch merger) Mar. 14, 1927
Branch Liberty Bank of America, San Francisco Feb. 19, 1927
Home Office Salinas City Bank Jan. 28,1927
Salinas City Bank of Savings May 5, 1910
First National Bank June 20,1923
Salinas Valley Savings Bank Do.

San Anselmo San Anselmo Branch, 401 San 90-1155 183 265 Branch Liberty Bank of America, San Francisco Feb. 19, 1927
Anselmo Avenue. Home Savings & Commercial Bank Feb. 14, 1927

San Bernardino San Bernardino Branch, 361 E 90-132 196 237 Branch Liberty Bank of America, San Francisco Feb. 19, 1927
Street. California State Bank_ Jan. 28,1921

San Bruno San Bruno Branch, San Mateo 90-904
and Sylvan Avenues.

123 49 Branch Liberty Bank of America, San Francisco 
Branch Liberty Bank, San Francisco 

Feb. 19, 1927
Jan. 28,1927

California Bank of San Mateo County Dec. 1, 1925
San Diego Fifth and Market Branch, 600 90-50

Fifth Avenue.
164 1362 Market Street Branch, Bank of America of California,

Southern Trust office charter retained.
Dec. 9, 1929

Branch San Diego State Bank  • Dec. 10, 1928
Market Street State Bank July 14, 1928

Do Logan Heights Branch, 2160 Lo-90-1116
gan Avenue.

165 1362 Branch Liberty Bank of America, San Francisco 
Branch Southern Trust & Commercial Bank, San Diego 

Feb. 19, 1927
Jan. 28,1927

Do Normal Heights Branch, Adams 90-1122 166 1362 Branch Liberty Bank of America Feb. 19, 1927
Avenue at Felton Street. Branch Southern Trust & Commercial Bank, San Diego Jan. 28, 1927

Do San Diego Main Office, 615 Broad-90-53
way.

50 1362 San Diego office, branch merger 
Merzhants National Bank 

Nov. 18, 1929
Dec. 18, 1922

Southern Trust office, branch merger Nov. 18, 1929
Branch Liberty Bank of America, San Francisco Feb. 19,1921
Head office, Southern Trust & Commercial Bank Jan. 28, 1927
Southern Trust & Savings Bank July 26,1917
Bank of Commerce & Trust Co Do
Union Office, branch merger_ Nov. 18, 1929
Branch Liberty Bank of America, San Francisco Feb. 19, 1927
Union National Bank Jan. 28, 1927

Do Twenty-ninth and U niversii y 9.; 61 187
Branch, 2497 University Avenue.

CIO Branch Bank of America of California, Union office charter
retained.

Dec. 9, 1929

Branch San Diego State Bank Dec. 10, 1928
Do University Branch, 406 University 90-58 104 13,12 Branch Liberty Bank of America, San Francisco Feb. 19,1927

Avenue. University Avenue Bank Feb. 8, 1927
San Fernando San Fernando Branch, 1100 Porter 90-859 92 456 First National Bank June 6, 1925

San Francisco  
Avenue.

Bay View Branch, 5000 Third 11-05 CZ 3152 
San Fernando Valley, Savings Bank 
New 

Mar. 26, 1925
Mar. 31,1923

Street.
Do Bernal Height Branch, 433 Court.

land Avenue.
11-120 257 3152 do  June 13,1927
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Town Branch name and address

I
American I Into-Banking ,Associa. nor Post-office box No. I'redecessor

Date opened
as branch or

tion No. No. change

San Francisca California - Montgomery Office. 11-85 33
corner California and Mont-
gomery Streets.

3152 Italian-American Branch (charter and business transferred,
renamed and business transferred from former Mont-
gomery Street branch.

Dec. 19,1927

Head office, Italian-American Branch, San Francisco Feb. 17,1927
Montgomery Street Branch, new July 1,1921Do Castro-Market Branch, Market 11-90 64

and Seventeenth Streets.
3152 New Jan. 3,1922

Do Clay-Montgomery Branch, Cor-11-31 99
ner Clay and Montgomery

3152 Montgomery Street, charter only retained, renamed, and
business Columbus Branch transferred.

Dec. 19,1927

Columbus Branch, Italian-American Bank Feb. 17,1927
Columbus Savings ei Loan Society Nov. 28,1923Do College Hill Branch, 3835 Mission 11-129 259 3152 New Sept. 1,1927Street.

Do Columbus Branch, 1451-1455 11-91 68 3152 Columbus Avenue Branch, renamed Mar. 5,1926Stockton Street. New Nov. 15,1922Do Corporate Trust Division, Cali-11-83 633 3152 
fornia-Montgomery, corner Cal-
ifornia and Montgomery Streets.

Do Day & Night Branch, 948 Market 11-84 101 3152 Head office, Liberty Bank of America, San Francisco Feb. 19,1927Street. Head office, Liberty Bank, San Francisco Jan. 28,1927
New Aug. 8,1921Do Divisadero-Hayes Branch, 600 11-110 98 3152  do   Dec. 5,1925Divisadero Street.

Do (Excelsior Branch, 4645 Mission 11-93 67 3152  do Oct. 2,1922Street.
Do Fillmore-Haight Branch, 546 11-128 265 3152 do_  Dec. 19,1927Haight Street.
Do Fillmore-Post Branch, 1700 Fill-11-94

more Street.
69 3152   do_  Mar. 3,1923

Do Fillmore-Sacramento Branch, 2223 11-172 264 3152  do July 9,1928Fillmore Street.
Do Geary-Divisadero Branch, 1500-11-124 261 3152  dot Nov. 28,19271504 Divisadero Street.
Do Geneva-Mission Branch, 5137 11-104 87 3152  do_  Dec. 1,1924Mission Street.
Do Glen Park Branch, 2901 Diamond 11-119 256 3152  do _  June 6,1927Street.
Do Haight - Clayton Branch, 1599 I 11-125 262 3152 do Dec. 27,1927Haight Street.
Do Harbor Branch, 100 Embarcadero 11-175 267 3152  do Dec. 9.1929Do Head office, Market, Powell, and 11-35 66 3152  Head office name transferred from Montgomery and Clay July 1,1921Eddy Streets. Streets, charter and business of Market and Mason

St. eets branch transferred.
Market and Mason Streets branch; new, charter and busi-
ness Mission Branch; new, Aug. 1,1907, transferred.

Nov. 1,1910
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Head office Bank of San Francisco 
Polk Street Branch Bank of San Francisco 
Mechanics Savings Bank 
Moved, Montgomery and Clay Streets 
Moved. 632 Montgomery Street 
Opened, 2745 Van Ness Avenue 

0 Do.
Do.
Do.

Aug. 1,1907
May, 1906
Temporary.

Closed, account of fire Apr. Is, 1906
New, Montgomery and Washington Streets Oct. 17,1904

Do  International Banking Depa.t-
ment, 477 C'alifornia Street.

11-35 661 152 Moved from head office Dec. 19,1927

Do  Jones-Geary Branch, 601 Geary 11-99 82 3152 New May 5,1924
Street.

Do  Market-Geary Branch, 706-708 11-86 36 3152  do July 1,1921
Maiket Street or 9 Geary Street.

Do  McAllister-Fillmore Branch, 1019 11-106 95 3152 do July 1,1925
Fillmore Street.

Do  Mission—Twenty-third Street 11-105 102 3152 Mission and Twenty-second Branch, B. A. C Sept. 10,1929
Branch, 2701 Mission Street, Branch Union Security Bank & Trust Co., San Francisco_

Branch Humboldt Bank 
Nov. 28,1928
Apr. 2.1928

Branch Liberty Bank of America, San Francisco Feb. 19, 1927
Branch Liberty Bank, San Francisco  Jan. 28,1927
New Jan, 2.1925

Do  Noe Valley Branch, 4100 Twenty-
fourth Street.

11-118 255 3152  do  June 6,1927

Do  North Beach Branch, 270 Colum- 11-112 186 3152  Branch Italian-American Bank Feb. 17,1927
bus Avenue. I New Dec. 1,1917

Do    Ocean Faxon Branch, 1649 Ocean 11-117 252 3152  do May 2,1927
Avenue.

Do Park-Presidio Branch, 801 Clem-
ent Street.

11-89 65 3152  do Dec. 20,1921

Do Parkside Branch, 959 Taraval 11-121 258 3152  do Aug. 11,1927
Street.

Do Pierce-Chestnut Branch, 2201 11-126 263 3152  do  Nov. 28,1927
Chestnut Street.

Do Polk-Van Ness Branch, 1537-1541 11-88 38 3152  do Jan, 3,1922
Polk Street.

Do Portals District Branch, San 11-107 96 3152  do July 1,1925

Do 
Bruno and Thornton Avenue,

Powell-Sutter Branch, 455 Powell 11-123 260 3152  do  Nov. 28,1927
Street.

Do  Sixteenth and Mission Branch,
2001 Mission Street.

11-115 254 3152  do June 25,1927

Do  Sunset Branch, Eighth and Irving 11-92 39 3152 do July 1,1922
Streets.

Do  Thirty-eighth and Balboa Branch,
3701 Balboa Street.

11-173 266 3152 do Oct. 15,1928

Do Trust Department (bead office)
Market, Powell, and Eddy

11-35 , 662 3152 

Streets.
Do Twentieth and Irving Branch,

1850 Irving Street.
11-116 253 3152 New May 2,1927
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Town Branch name and address

American Jute-Banking .
nor Post-office box No. Predecessor

Date opened
as branch orAssocia- 

No.tion No. change

San Francisco Twenty-fourth and Bryant 11-100 85 3152 New_ May 24,1924
Branch, Twenty-fourth and
Bryant Streets.

Do Twenty-ninth and Mission
Branch, 3236 Mission Street.

11-87 37 3152 Mission Branch, name changed 4, , 
New 

Mar. 23,1927
Nov. 1,1921

Do Union-Webster Branch, corner 11-109 97 3152  do Dec. 12,1925
Union and Webster Streets.

Do West-Geary Branch, 5500 Geary 11-98 76 3152  do Mar. 17,1924
Street.

Do 

Sanger 

West Portal Branch, 90 West
Portal,

Sanger Branch, 1348 Seventh

11-62 , 185

90-661 78

3152 

248 

Columbus Branch (charter only transferred and renamed;
business transferred to Branch No. 99).

Commercial Bank 

Dec. 19,1927

Dec. 5,1927
Street. Branch Valley Bank of Fresno Mar. 3,1924

First National Bank Feb. 3,1923
San Jose East San Jose Branch, 946 East

Santa Clara Street.
90-77 156 C 

•
Bank of San Jose Branch (charter only transferred; busi-
ness transferred to Branch No. 35).

Aug. 20,1927

Do Hester Branch, 1449 The Alameda 90.86 157 C Branch Liberty Bank of America, San Francisco Feb. 19,1927
Branch Bank of San Jose Jan. 28,1927

Do San Jose main office, corner First
and Santa Clara Streets.

90-83 35 C Bank of San Jose Branch (branch merger) 
Branch Liberty Bank of America. San Francisco 

Aug. 20,1927
Feb. 19,1927

Head office Bank of San Jose Jan. 28,1927
San Jose Safe Deposit Bank Nov. 20,1917
Commercial ez Savings Bank Dec. 31,1909

Do South First Street Branch, 256 90-85 158 C Branch Liberty Bank of America, San Francisco Feb. 19,1927
South First Street. Branch Bank of San Jose Jan. 28,1927

San Juan, Bautista San Juan Branch; post office, San 90-885 86 14 First National Bank May 19,1924
Juan Bautista.

San Leandro San Leandro Branch, 1300 East 90-1147 149 258 Head office State Bank of San Leandro Aug. 23,1927
Fourteenth Street. Branch Liberty Bank of America, San Francisco Feb. 19,1927

San Leandro National Bank Feb. 14,1927
San Luis Obispo San Luis Obispo Branch, Iliguera

and Garden Streets.
90-238 61 731 Union National Bank July 24,1922

San Mateo San Mateo Branch, B Street at 90-284 40 69 San Mateo Bank Dec. 31,1912
Third Avenue.

San Miguel San Miguel Branch, Twelfth and 90-770 47 138 Branch Citizens Bank, Paso Robles July 5,1921
Mission Streets.

San Pedro San Pedro Branch, corner Sixth
and Palos Verdes Streets.

90 998 62 F Branch Bank of America of California 
Branch Merchants National Trust dc Savings Bank, Los

Mar. 17,1930
Dec. 10,1928

Angeles.
First National Bank Do.
Bank of America of California, charter transferred to San Dec. 7,1928
Francisco.

Bank of America Nov. 28,1928
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I Harbor Commercial & Savings Bank I Apr. 30,1928
New 1 June 2,1922

San Rafael San Rafael Branch, $OO Fourth 90-217 182 E Branch Liberty Bank of America, San Francisco  Feb. 19, 1927'
Street. Tamalpais Bank  Jan. 28,1927

Santa Ana Santa Ana Branch, 116 West 90-189 SOT Orange County Trust & Savings Bank  June 20, 1927
Fourth Street. American National Bank Mar. 26, 1925

Santa Barbara Estado-Cota Branch, 600 Estado 90-1151 215 698 Haley Street Branch (mbved and renamed)  Dec. 23, 1927
Branch Banes Popolare Fugazi, San Francisco  Do.
Branch Liberty Bank of America, San Francisco  Feb. 19,1927
Branch Bank of America, Los Angeles  Jan. 23,1927
Branch Central Trust and Savings Bank, Santa Barbara  Sept. 12, 1925

Do Santa Barbara Main Office, 737 90-159 214 698 Branch Liberty Bank of America, San Francisco ' Feb. 19,1927
State Street. Branch Bank of America, Los Angeles I Jan. 28, 1927

Head office Central Trust and savings Bank  Sept. 12, 1925
Central Bank  Sept. 24,1924

Santa Clara Santa Clara Branch, Franklin and 90-286 42 J Nov.Mission Bank   15,1917
Main Streets. Santa Clara Valley Bank  Feb. 13, 1916

Santa Cruz  East Santa Cruz Branch, 381 - 90-168 177 None Branch Liberty Bank of America, San Francisco  Feb. 19.1927
Sonnet Avenue. Branch of First National Bank Jan. 28, 1927

Do Santa Cruz Branch, 189-193 Pacific 90-164 176 643 Branch Liberty Bank ot America, San Francisco Feb. 19, 1927
Avenue. First National Bank Jan. 28,1927

City Savings Bank _  Do.
Santa Maria Santa Maria Branch, 120 South 90-1165 150 327 First National Bank Jan. 16, 1928

Broadway. Branch Liberty Bank of America, San Francisco Feb. 19,1927
Commercial National Bank Feb. 14,1927

Santa Monica  • Santa Monica Branch, 231 Santa 90-1030 218 157 First National Bank Feb. 27,1928
Monica Boulevard. Branch Liberty Bank of America, San Francisco Feb. 19, 1927

Branch Bank of America, Los Angeles Jan. 28, 1927
Citizens State Bank Jan. 20,1926

Santa Paula Santa Paula Branch, Corner Main
and Hill Streets.

90-1154 151 339 Branch Liberty Bank of America, San Francisco 
New First National Bank 

Feb. 19, 1927
Feb. 14,1927

Santa Rosa Santa Rosa Branch, Exchange 90-195 43 574 Branch Central Commercial and Savings Bank, Ballejo___ July 23. 1925
Avenue between Third and Santa Rosa Bank Dec. 7,1917
Fourth Streets.

Sausalito  Sausalito Branch, 915 Water Street 90-1110 178  Branch Liberty Bank of America, San Francisco Feb. 19,1927
First National Bank Jan. 28,1927

Selma  Selma Branch, 2036 Second Street_ 90-427 I 79 188 First National Bank Jan. 16,1928
Selma Savings Bank Do.
Branch Valley Bank, Fresno Mar. 3, 1924
Selma National Bank Feb. 9,1922
Farmers Savings Bank Do.

Shatter  Shatter Branch, Central Avenue
and James Street.

90-913 84 138 First National Bank May 5,1924

Soledad  Soledad Branch, Front Street  90-746 135 327 Branch Liberty Bank of America, San Francisco  Feb. 19,1927
Branch Salinas City Bank, Salinas  Jan. 28,1927

Sonoma  Sonoma Branch, Napa and Broad-90-667 104
way.

118 Branch Liberty Bank of America, San Francisco 
Branch Liberty Bank, San Francisco 

Feb. 19, 1927
Jan. 28, 1927

Branch Central Commercial and Savings Bank, Vallejo... July 26,192.5
Sonoma Valley Bank Dec. 16, 1922

South San Francisco  South San Francisco Branch, 254 1 90-1080 145 398 Branch Liberty Bank of America, San Francisco________ Feb. 19,1927
Grand Avanue. Citizens National Bank Jan. 28,1927
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Town

-

Branch name and address

American
g Bankin-Associa-

tion No.

lute-
nor
No.

Post-office box No. Predecessor
Date opene
as branch 0

change

St. Helena St. Helena Branch, 13.51 Main
Street.

90-437 110 384  - Branch Liberty Bank of America, San Francisco 
Branch Liberty Bank, San Francisco 
Bank of St. Helena 

Feb. 19, 19
Jan. 28,19
Sept. 21, 19Stockton East Side Branch, 131 North Wil-

son Way.
90-1192 155 516 Branch Liberty Bank of America, San Francisco_  

Branch Commercial and Savings Bank 
Feb 19, 19
Jan. 23,19Do Hunter Square Branch, 11 North

Hunter Street.
90-104 44 518  New (charter of Stockton Branch retained) June 10, 19

Do Stockton Main Office, 345 East
Main Street.

90-109 154 618 Commercial and Savings Bank Branch (renamed) 
City Bank 
Branch Liberty Bank of America, San Francisco____  
Commercial and Savings Bank 
Stockton Branch (branch merger, charter retained by
Hunter Square Branch).

San Joaquin Valley National Bank 
San Joaquin Valley Bank 

Do.
Jan. 16,19
Feb. 19,19
Jan. 28, 19
June 10, 19

Nov. 28, 19
Do.Sunnyvale Sunnyvale Branch, Murphy and

Washington Avenue.
90-672 41 69 Bank of Sunnyvale June 4, 19

Taft Taft Branch, 501 Center Street 90-708 3 69 Branch First National Bank, Bakersfield  Apr. 24, 19Tipton Tipton Branch, Tipton, Calif 90-997 112 None Branch Liberty Bank of America, San Francisco____ ______
Branch Liberty Bank, San Francisco 
Branch Farmers State Branch, Tulare 

Feb. 19, 19
Jan. 28, 19
Sept. 21, 19Torrance Torrance Branch, 1130 Sartori

Avenue.
90-1009 211 an BranchLiberty Banker America, SanFrancisco 

Branch Bank of America, Los Angeles 
State Exchange Bank 

Feb. 19, 19
 Jan. 28, 19

May 18, 19Tracy  Tracy Branch, Central Avenue
and Seventh Street.

90-459 48 Drawer A American Bank 
West Side Bank 

Aug. 6,19
 July 3, 19Tulare Tulare Branch, K and Kern

Streets.
90-949 111 158 First National Bank 

Branch Liberty Bank of America, San Francisco 
Branch Liberty Bank, San Francisco 
Farmers State Bank 

Dec. 19,19
Feb. 19, 19
Jan. 28, 19
Sept. 21,19LI kiah Ukiah Branch, 102 North School

Street.
90-405 128 615 Branch Liberty Bank of America, San Francisco 

Branch Liberty Bank, San Francisco 
Commercial Bank 

Feb. 19,19
Jan. 28, 19
Mar. 29,19Vacaville Vacaville Branch, Main and

Elizabeth Streets.
90-473 51 P Bank of Vacaville Jan. 29, 19

Vallejo First Central of Vallejo Branch,
332 Georgia Street.

90-153 1133 M__  Branch Liberty Bank of America, San Francisco 
Branch Liberty Bank, San Francisco 
First National Bank 
First Savings Bank  '
Head office Central Commercial and Savings Bank 
Citizens Bank  

Feb 19, 19
Jan. 28,19
Oct. 5. 19

Do.
July 26,19
Nov. 1,19Van Nuys Van Nuys Branch, 6225 Van Nuys

Boulevard.
16-195 220 1338 Seventh and Figueroa Branch (charter only transferred)

(business transferred to branch No. 20).
Mar. 21,19

Venice  Venice Branch, 79 Windward
Avenue.

90-983 94 67. State Bank of Venice_ Mar. 26,19

00



Ventura Ventura Branch, 3Y4 East Main 90-342 1 45 ! Drawer A-2  National Bank of Ventura _  Jan. 28.1916
I Street. Ventura Savings Bank 

Visalia ' Visalia Branch, 128 East Main 90-267 I 46 Bin I  National Bank of Visalia  ..47r.1:).2o9, 1921
Street. i Visalia Savings Bank & Trust Co 

Walnut Creek grin Ramon Valley Branch, Main 90-652 224 34  Branch Liberty Bank of America, San Francisco Feb. 19,1927
Street San Ramon Valley Bank  FCh. 8, 1927

First National Bank Al)!. 4,1922
Wasco Wasco Branch, Seventh and F 90-745 4 367 Branch First National Bank, Bakersfield Apr. 24,1922

Streets. ,
Watsonville Fruit Growers Branch (dormant)_ 90-917 1 133 Drawer 4  Charter retained June 9,1928

Do Watsonville Branch, 400-402 Main 90-280 34  do  Fruit Growers Branch (branch merger) Do.
Street. I Branch Liberty Bank of America, San Francisco Feb. 19,1927

Fruit Growers National Bank Jan. 28, 1927
Bank of Watsonville Dec. 24, 1923
Watsonville Savings Bank  Dec. 22,1923

West Los Angeles West Los Angeles Branch, 11328 ,
Santa Monica Boulevard. ,

90-1006 324 I , Sawtelle Branch (town renamed)  Nov. 29,1929
I Branch Liberty Bank of America, San Francisco  Feb. 19,1927
I United States National Bank  Jan. 28,1927

Wheatland Wheatland Branch, Front Street. 90-688 83 T , Farmers Bank Apr. 22,1924
Willows Glenn County Branch, 201 Butte ' 90-478 137 650  Branch Liberty Bank of America, San Francisco Feb. 19,1927

Street. , Glenn County Bank Jan. 28,1927
Wilmington Wilmington Branch, Anaheim and

Marine Avenues.
90-1016 , 308 821 I Branch Liberty Bank of America, San Francisco 

Branch Commercial National Trust & Savings Bank,
Los Angeles.

Feb. 19,1927
Jan. 24,1927

Wilmington State Bank  Feb. 8,1924
Winters Winters Branch, 32 West Main

80_302 138
218 Citizens Bank  Mar. 12,1928

Street. I Branch Liberty Bank of America, San Francisco  Feb. 19,1927
I First National Bank  Jan. 28, 1927
1 Savings Bank of Winteis  Do.
; Bank of Winters  Jan. 29,1912

Woodland Woodland Branch, 629 Main 90-331 52 A  Home Savings Bank  July 24,1922
Street. I First National Bank I Do.

, Farmers & Merchants Bank Aug. 31, 1909
Yreka First Siskiyou County Branch, 218 90-479 131 38  First National Bank Mar. 26,1928

Miner Street. 1 Branch Liberty Bank of America, San Francisco  Feb. 19,1927
1 Branch Liberty Bank, San Francisco  Jan. 28,1927
' First Savings Bank of Siski) ou County Mar. ?A 1926
Siskiou County Bank  Do.

YubaSlity Yuba City Branch, 219 Bridge 90-1120 152 E  First National Bank  Dec. 19,1927
Street. Branch Liberty Bank of America, San Francisco  Feb. 19,1927

Producers Bank of Sutter County  Feb. 14,1927
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1382 BRANCH, CHAIN, AND GROUP BANKING

Mr. BACIGALUPI. Exhibit E is a statement which has been set up
to show at a glance the bank's liquidity during the past two years.
The uniform policy of the Bank of Italy has been not only to main-
tain a strong ratio of working capital to deposits but in addition .to
keep its assets more than 50 per cent liquid or in a character readily
convertible into cash should occasion require it. You will note from
the exhibit, for instance, that on December 31, 1929, total demand
deposits were $308,597,812.95 and time deposits $582,992,370.03,
or total deposits of $891,590,182.98. Available to readily meet these
deposits—without having to call a single loan—there was due from
banks $81,995,019.14; loans eligible and available for rediscount with
the Federal reserve bank, $42,120,006.27 (and in passing it may be
of interest to note that the privilege of rediscount has never once
been exercised by the Bank of Italy); miscellaneous marketable
securities, $68,644,707.21; exchanges for clearing and other checks
in process of collection, $90,574,597.35; cash on hand $9,304,797.08;
and United States Government bonds, $168,893,673.43, or a total of
liquid assets of $461,532,800.48, representing 51.77 per cent of total
deposits. Considering that almost two-thirds of the bank's total
deposits are time, or savings deposits, this percentage is compara-
tively high.
(Exhibit E referred to is here printed in full, as follows:)

EXHIBIT E

Statement of liquidity, Bank of Italy National Trust & Savings Association

June 30, 1928 Dec. 31, 1928 June 29, 1929 Dec. 31, 1929

Demand deposits ..  $192, 828, 786. 96 $215, 307, 807. 10 $207, 533, 612. 43 $308, 597, 812, i
Time deposits 473, 554, 347. 24 486, 920, 121. 22 499, 502, 411. 96 582, 992, 370. C

Total deposits 666, 383, 134. 20 702, 227, 928. 32 707, 036, 024. 39 891, 590, 182. E

AVAILABLE TO MEET THESE DEPOSITS

Due from banks, including Federal
reserve bank (all subject to check) _

Cash on hand 
46, 977, 274. 77
21, 490, 068. 97

46, 741, 503.81
7,076, 626. 15

68, 649, 550. 31
6, 969, 667. 45

81, 995, 019. 1
9, 304, 797. C

Loans eligible and available for redis-
count with Federal reserve bank
reported to home office (loans un-
der $500 not reported in detail to
home office, and not included in
these figures) 27, UV, 576.99 31,262,013. 22 30, 882, 893. 34 42,120, 006.2

United States Government bonds_ 155,006, 916. 04 203, 901, 848. 73 182, 474,954. 75 168, 893, 673.4_ _
Other securities 74, 279,811. 57 62, 669, 884. 20 71,494, 555. 66 68,644, 707. 2
Exchanges for clearing and other
cheeks in process of collection 29, 124,979. 00 41, 278, 713. 18 34, 362, 438. 65 90,574, 597. 3

Subtotal 363, 979, 627. 34 1 392, 830, 589. 29 8 394, 834, 060. 16 1 461, 532, 800. 4
Other loans 

.1
385, 280, 330. 65 380, 645, 007. 97 380, 970, 721. 70 499, 794, 027. 2

Other resources 28,722, 787. 20 29,464, 588. 19 32, 545, 799. 46 37, 187, 975. 7

Total I 767, 982, 745. 19 • 802,940, 185.45 7 80S, 350, 881.82 I 998, 614, 803. 4

Dverdrafts 727, 250.99 666, 033. 22 723, 441. 18 686, 975. 9
Bank premises, furniture, and fix-
tures, etc 

Dther real estate owned 
25, 926, 740. 66
1, 767, 937. 07

25, 870, 852. 05
2,205, 147. 17

28,339, 321.49
2, 660, 826. 87

31, 958, 656. l'
4, 100, 448.6

i per cent redemption fund 300, 000. 00 300, 000. 00 300, 000. 00 442, 895. 0
tdjustments pending 858. 48 422, 555. 75 522, 209. 92  

-
Total 28,722, 787. 20 29,464, 588. 19 32,545, 799.46 37, 187, 975. 7

-

1 Per cent, 53.12.
Per cent, 55.94.

8 Per cent, 55.84.

Per cent, 51.77.
Per cent, 115.25.
Per cent, 114.34.

7 Per cent, 114.33.
I Per cent, 111.99.

7

1

5

8
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, Mr. BACIGALUPI. Exhibit F is a tabulation of loans and depositsby communities.
So that the committee members may understand exactly what is

the situation at each of the branches in reference to deposits and loans
at those branches—
Mr. FORT. Does that show by branches or communities?
Mr. BACIGALUPI. This is by communities. I also have it by

°ranches though.
(Exhibit F referred to is here printed in full, as follows:)

100136-30—vor. 2 PT 11-- 1



EXHIBIT r
Month end totals

January February March April May ; June July August

0Eposms

1928

Commercial deposits 
Savings deposits 
Public 
Other 

Total 

1929

Commercial deposits 
Sayings deposits
Public 
Other 

Total

LOANS

1928

Real estate 
Other loans _ _ 

Total

$152, 053, 000 $157, 473, 000 $152, 411,000 $167, 229,000
36.5, 292, 000 304, 761, 000 361,852; 000 360, 686, 000
68, 095, 000 60, 772, 000 60, 378, 000 62, 518, 000
31, 827, 000 40, 072, 0001 62,582, 0001 42, 828, 000

$166, 982, WO $154, 407, 000 $155, 546. 000i$160, 570,000
357, 711, 000 376, 731, 000 353, 405, 000' 365, 666, 000
73, 248, 000 68, 409, 000 57, 8i .9, 000 49, 774, 000
41, 518, 000 64, 695, 000 41, 082, 000 43, 427, 000

September

$165, 694, 000
364, 084, OW
51, 403, OCO
50, 288, 000

617, 367, 000 623, 078,000 637, 223,000 633, 261, 000 639, 459, 000 664, 242, 000 607, 902, 000 618, 837, MO 631,469,000

October November December

$173, 204, 000 $177, 723, 000 8167, 772,000
369, 840, 000 359, 866, u00 377, 324, 000
44, 371,000 46, 712, 000 77, 371, 000
35, 506, 000 48,419, 0001 79, 684, 000
 1 

622, 921, 000 632, 720, 0041 702, 151, 000

168, 788, 000
370, 746, 000
70, 313,000
50, 588, 000

164, 002, 000
368, 782, 000
59, 416, 000
52, 461, 000

153, 206, 000 162, 556, 000, 157, 979, 000
387, 108, 000 380, 833, 0001 385, 314, WO
56, 220,0(X) 63, 557, 000 79, 541, 000
50,164, 000 41, 697, 000 51, 078, 000

158, 149, 000 167, 280, 000
401, 883, 000 381, 976, 000
76, 070, 000 64,91)6, 000
70, 747, 000 43, 397, 000

172, 917, 000
378, 908, 000
68, 230. 000
44, 854,000

182, 904, 000 194, 565, MI
382, 086, 000 382,289, 000
67, 909, 000 60, 180,000
48, 258, 000 42, 149, 000

18.5, 161, 000 214, 963,000
363,162,000; 411, 035, 000
66, 514, 0001 162, 527, 000
52, 773, WO 10S, 21(1,000

660, 435, 000 644, 661, 000 646, 698, 000 642.643, 000 673,912, 000 706, 849, 000 657, 539,000 664, 909, 000 681, 157, 000 579,183, (100 047,610, 0001 896, 735, 000

218, 721,0(1)
176, 856, 000

222, 578, 000, 223, 711, 000 223, 896, 000
177, 121, 0001 178, 241, 000 181,848,000

226, 347, 000
185, 964, 000

226, 327, 000
185, 198, 000

224, 401, 000
176,466,000

224, 080, 000
187, 142, 000

1222, 461, 000
177, 457, 000

220,644,000 219,891,000
177, 815,000 187, 935, 000

219, 788, 000
191, 800, 000

395, 577, 000 399, 699, 000 401, 952, 000 405, 742, 00(4 412, 311,000 411, 525, 000

1929

Real estate  218, 673, 000
Other loans 1 175, 022., 000

Total.

400, 867, 000 411, 222,000 399,918, 000 398, 459, 000 407, 826, 000 411, 588, 000

217, 072, 000 215, 886, 000 215, 162, 000 214, 677, 000 214, 037, 000 212, 394, 000
175, 073, 000 178, 709, 000 182, 244, 000 200, 561, (10u 199, 701, 000 198, 987, 000

211, 298, 000
208, 853, 000

210, 192,0001 209, 376,0(9)
225, 697, 000 243, 606,000

210, 253, 000 244, 017, 000
253, 489,19/0 276, 150, 000

393, 701,000 392, 145, 000 394, 595, 000 397, 406,000 415, 239, 000 413, 7:19,8)) 411, 381, 000 420, 151,000 435, 889, 000, 452,982; 000 463, 742, OCO 520, 167, 000
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Net increase or decrease in deposits and loans from February es, 1917, to February R8, 1.980, inclusive



Net increase or decrease in deyoszls and loans from February .98, 1.9.21; to February e8, 1.980, inclusive

[Decreases appear in Italic figures.]

Loans, Feb. 28

1927 1928 1929 1930

Total in- Less pur- Net in-
crease or chases crease or
decrease increased decrease

Los Angeles  $61, 429, iii $62, 885, 0001868, 740, 000j$78, 368, 000$16, 939. $12, 589,
San Francisco__   95, 976, 000 103, 860, 0001104, 733, 127, 874. 000 11,898, 14,293,
Oakland  14, 016, i 0 i 23, 063, 000 21,129,0001 58,413, 44,497,0001 39, 492,
Long Beach  6, 241, 000 5, 718, 000; 6, 256, 000 8, 585, 000 2, 304, 000 1,739,000]563,000$
Bakersfield  5, 647, 111 5, 163, 000 4, 148. 000 4, 190,000 1, 457, 0001 I 1, 467, 000

Wasco  771, III 970, 000 71.8, 000 718,000 58,000  
108,000Taft_   525, 111 373, 000 337, 000 417, 000 108,000 
53,000

Centerville  837, 1 1 1 903, 000 781, 000 710,000 73, 249, 176,000
Chico  1, 230, 11: 1, 297, 000 1. I-11, 000 1, 268, 000 38. 000  1 1
Petaluma  2, 778, 2, 762, 000 2, 456, 000 2, 619, 000 159,04) 
Knights Landing. 36,"II  26,000 31,000 50, 14,000 
Fresno  7,454, 7, 472, 000 6, 886, 000 5,818, 2,656,000 
Gilory  1,888, 111 1, 888, 000 1, 787, 000 1, 635, 000 253,000 
Hollister  3, 011, I I 2,967, 000 9 644,000 2,361, 000 650,000 
Livermore  804, 11 726, 000 752, 000 814, 0001 10, 000 
Hayward  I, 938, 000 2, 550, 000 2, 292, 000 2, 058, 000 120,000 661,000
King City  845,000 8.52, 000 1, 325, 000 1, 362, 000 517, 000 
Lompoc  983,000 869, 000 718, 000 679, 000 304,000 
Los Banos  1, 421, 000 1, 259, 000 1, 243, 000 1, 213, 000 208,000 
Hanford  792,000 797,000 740,000 889,000 97,000 
Madera  1,317, 000 1, 205, 000 1, 100, 000 1, 203, 000 953,000 
Merced  4, 414, 000 3, 602, 000 3, 137, 000 2, 863, 000 1, 551,000 
Gridley  1, 238, 000 I, 389. 000 1, 411, 000 1, 395, 000 159,000 
Live Oak  288,000 332,000 262, 000; 224, 000 64,000 
Marysville  2,734, 000, 3, 030, 000 2,74.5, 0001 2, 678, 000 56,050 
Paso Robles  827, 000 763, 000 683, 0001 546,000 281,000 
Oroville  1,043, 000: 1, 040, 000 934,000 989,000 54,0(X) 
Modesto  1, 158, 090 1, 951, 000 1, 524, 000 1, 588, 000 450,006 746,000
Napa  3, 114,0001 3, 167, 000 2, 768, 000 2, 705. 000 409,000 
Redwood City ___ 2, 493, 009! 2, 665, 000 2, 603, OW 2, 412, 000 81,000 
Watsonville  3, 251, 000; 1, 381, 000 1, 887, 000 1, 883. 000 1,368,000 
San Jose  12. 819. 000; 12. 249, 000 12, 124, 000 11, 671, WO 1,148,000 
San Mateo  2, 902, 000 2, 781, 000 2, 554, 000 2, 448, 000 454.090 
Sunnyvale  741,000 748.006 720,000 618,090 123,000 
Santa Clara  2, 016, 000; 1, 928, OW 1, 763, 000 1. 729, 000 287,000 
Santa Rosa  1,671, 000; 1, 457, 000 1, 331, MO 1, 308, 000 363,000 
Stock ton  13, 660, 000 14, 124, 000 12, 038, 000; 11. 793, 000 1.867,000 2, 571, 000
Ventura  4, 115, 000, 3. 401. 0002.509,000!  2, 700. COO 1,415,0(1) 
Visalia  12. 571, 000 1, 571, 000 1, 178, 000; 1, 053. 000 518,0(10 
San Miguel  67,0031 82,0(18 69,000) 74,000 7,000 

Deposits, Feb. 28

1927 1928 1929 / 1930 i Total in- Less pur-
crease or chases
decrease increased

Net in-
crease Or
decrease

$4, 350, 000 $80, 267, 000 $99, 641, 000;6117, 625. 000 $12S, 001, 000 $47, 734, 1 i 1 $13, 675, 000 $34, 059,000
17, 605, 000 142 003, 129, 573, 000 127, 671, 000 137, 966, 000 4, 087, 000 17, 921, 000 21,958,000
5, 005, 000 24 263 000 25 143 000 26, 412 000 67, 513 000 43, 250, I II 48, 605,900 5,355,000

10, 745, 000 11, 080, OM 11, 650, 000 15, 194,000$4, 114, 000 5, 449, 000 1,335,000
6, 321, 000 6, 793, 0001 7, 086, 000 6,685, 000 364, 000   364, 000
1,840, 000 1, 674, owl 1, 639,000 1, 525, 818,000  318,000
448, 000 419, 0001 483, 000 485, 37, 000  37, 000

1,435, 1, 707, 000 1, 619, 000 1, 630, 195, 382, 000 187,000
, 2,093,000 2130,0001 2 184,000 2,199,0001106, 106, 000

159,000 3,155, 000 3, 054,000 9, 999, 000 3,067, 000 88, 88,000
14,000, 380,000 394,000 406,000i361, 000 19,000  19,000

2,636,000 17, 077, 000 16, 826, 000 15, 973, 000 14, 863, 000 2,314,41,   2,214,000
253,000, 1,489,000 1, 379, 000 1, 405, 1, 488, 000 5,3,000
650,000 I, 943. 000 1, 819, 000 1,905,00012,133,000]190,ili   190,000
10,000! 1, 359, 000 1, 350, 000 1, 374, 1,401, 000 6,III   6,000

541,000 2, 101, 000 2, 854, 000 2, 710, 000 2, 846, 000 745,000 1, 099, 000 654, 001.)
517, 000, 432,000 462,003 601,000 783, 000 351, 351, 000
804,000 611,000 767, 000 1, 019, 000 949,000 338, 000  338,000
208,000 1,031, 000 1, 122, 000 1,113, 000 1, 093, 000 62,000  62,000
97,000 „ 1„ 1,615, 000 1, 677, 000 372, 000  372, 000
953,000 1,300, 000 147, 000 1,515. 000 1, 499, 000 190, 190,000

1,551,000 5, 198, 000 5, 090, 000 4,960, 000 5, 102, 000 94,000   94,000
159,000 1,500. 000 1, 398, 000 1, 285, 000 2, 5b0, 000 I, 080,  1, 080, 000
84,060 297, 000 262,000 256, 000 237,000 60,000  60,000
56,000 2,945, 000 2, 777, 000 2, 784, 000 2,675, 000 )10,000  270,000
281,000 919,000 886.000 1. 024, 000 944,000 26, 25,000
54, 00u 2, 257, 000 2,336, 000 2, 402,000 2, 268, 000 1, 1,000

836,000 2, 169, 000 2, 782, 000 2, 730,000 2,566, 000 397,000 898, 000 
409,000 2, 498, 000 2, 421, 000 2, 412, 000 2,281, 000 8.17,900  217,000
81,000 1, 899. 000 1, 845, 000 1, 840, 000 1, 777, 000 122,000  122,000

1,868,000 2, 348, 000 2, 411. 000 2. 496, 000 2, 619. 000 271.000   271,000
1,148,000 16. 248, 000 14, 069. 000 13,156. OCO 12. 428, 000 3,820,000  8,820,000
454,000 2, 686. 060 2, 634, 000 3,077. 000 3, 853. 000 167, 000   167, COO
123,000 799, 000 791, 000 833,000 826.000 27,000  27,000
287,000 2, 318, 000 1, 879, 000 1,843, 000 I, 883, 000 486,000  435,000
363,000 3. 409, 000 3, 207,000 3, 212,000 3, 228,000 181,000  181,000

4,4.58,0110 15. 013, 000 16, 481, 000 15,098. 000 13, 763, 000 1,250,000 3, 745, 000 4.995,090
1, 415, (X10 3,312, 000 3,689. 000 4, 415, 000 4, 235. 000 923,000  923,000 1-1.
618.000 3, 226.0(X) 2, 496, 00) 2,736, 000 2,783, 000 443,000  445,00(4 CAD

7,000 171, 0(0 178, 000 184,000 198,000 27, 000  27,000

000  
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Net increase or decrease in deposits and loans from February 28, 1927, to February 28, 1930, inclusive-Continued

Loans, Feb. 28
Total in-
crease or
decrease

Less put-
chases

increased

Net in-
crease or
decrease

Deposits, Feb. 28
Total in-
crease or
decrease

1.444 pur-
chases

increased

Net in-
Cre41.413 or

decrease2719 1928 19 29 1930

•

1927 1928 1 929 1930 
.

$64, 001
knaheim 

,

$549. 000 $757, 000 $759. 000 $920, $371,000 $371, 000 $810, 000 1,856, 000 $956, 000 $874, 000 $64, 000 Pomona 
rorrance 

I, 750,88)
130. WO

I, 663, 000
16S, 000

1, 302. 000
200. 000

1,340,
275,

510,000  
145, 000 

610,000
145,000

1, 708,000
282,000

1, 388, 000
593,000

1, 482, 000
591,000

1,283,
500,080

426,000 
218, 000 

426,00
218.00Santa Barbara_ .... 1, 477. (X)0 5,771, OM 2. •.69, ow 2,385,000 008.000 $1, 455, 000 .547, 000 1, 186,000 2, 936, 000 3, 209, 000 3, 245, 000 2, 059, 000 $1,137, 000 ¶122,00Placentia 37.13(8) .111. 000 105, (1(8) 544, 227,000 227, 000t 437, 000 515,000 845,000 507,000 70,000 70,00Burbank 30,i110 I10,000 /..32.3M 692, 329,000 357, 000 28,500 473, 000 545, 000 1, 037, 000 888,000 412, 000, 347,000 (85,00Walnut Creek _  (110,(1(X) 7,:7, OM 733(88) 701, 88,000 85,008 601,000 592, 668, 720, 119,000: 119,00Danville 

kionrovia 
129,000

1, 067. 000
100,10))
037(1(8)

75.181)
,9.1(810

75,
1, 021, 000

54,000 
46,0(83 

,54, 000
48,000

322, (8)0
I, 295, 000

340,
1, 236, 000

365,000
1, 038, 000

340,000
949,000

24, 000 
348,000 

24.00
348,00IA Mesa 250,18)0 .20,000: 263,110) 328, 69,000 69,000 545, 000 442,000 470,000 440,000 106,0001 106,00. 'hula Vista 407,300 400,0(11 419, 000 533, 128,000 128,000 591,000 678, 000 687,000 728, 137, 000  137,00

:)range 231, 009 113.00)) 105, 000 161, 70,000 70,000 341,000 275,000 225,000 272, 69,0001 89,188Pleasanton 502.11)0 550,000 537,14W) 490, (06,118) 102,000 979,000 816, 824,000 856, 123,000; 128,00iBeverly Hills 755,00)1 870.168) 942.0)8) 1,368, 609,000 609,000 830,000 1,333, 1,918, 2,035, 1, 205, 000 1, 205, 00Atwater 194, 0110 547, 000 516, ono 579, 38.5, 000 388,000 547,000 699, 7341, 742, 205,009 205,00
I,

I 1 0 --I 4
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Mr!. BACIGALUPI. Exhibit G is a compilation which discloses the
v,ery interesting fact that in 100 branches of the Bank of Italy over
(0 per cent of the local deposits are lent in the local community. in
IT'any of these instances more than 100 per cent of the local deposits
are fent in the neighborhood. In these 100 branches the deposits
total $279,176,200, and the loans aggregate $277,177,000.
(Exhibit G referred to is here printed in full, as follows:)

EXHIBIT G

0ltePort showing that 100 of our branches have a ratio of 70 per cent or more,
loans to deposits:

1. Bakersfield  2
,2• !Vasco  4
u• retalunaa  7

11
  12

l7/: 1..4tYward  14
4.,1111g City  15

18): ...ompoe  16io. hoasdBanos  17
M
26
27

It Pa  311, Redwood City  321:. California, Montgomery Street  33;. San Jose main office  35
118: LvnesnettY-ninth and Mission 
  39

37

19. Ban m ,,,,  4022?. Sunnyvale  41
ID* ,,,Senta Clara  42-. Try 

 4823* Vaca 'II   514. vi e, 
Oakland office  53,. _ rose '9. Mei • 56. Broadway -Grand  57ii. Castro-Market  64,. Park-Presidlo  65
Read office   6630, Ez , .,,. _ ceisior  67;;;. Volumbus Branch  68PllIrnore-Post  69

'• Ont. •  at 
Salinas  

70

,.36. Shaftrr  84
72

a-?,.. B_Itn Jtian  .  se. 
ueneva-Mission 3i,4,. 
Arcadia  

87
88

as,eUth Hollywood  89- Santa km   9091 r, - i4„. Mon-Webster  97it: Divi
sad'o-IlaYea  984:si North Broadway Branch  MO

45 Raly City  115,.. _uriingame  116'43. nlo Alto-Stanford  117
48: -neY-stanford  1184, pealdsburg  11960. an Bruno • 

Gust'   
123
125.1, ,„

62. .1-',51ah  128. o inters  138its kill Valley  139n. Manteca 6641. 
2orniils  

143
1460' .411ba city  15268: galdwin Avenue  153

89 'ornmercial & Savings Bank  154Iv; last Side  155ii• ,., est San Jose  15663. ,00uth First Street  158, asadena, main office  161

9. Gilroy 
O. Bollister

Live Oak12. Itideout 13. Na

Deposits
demand and

savings

$4,448, 000
485, 000

3, 067, 000
1, 486, 000
2, 133, 000
2, 896, 000

783, 000
949, 000

1, 093, 000
I, 499, 000
237, 000

2, 672, 000
2, 281, 000
1, 777, 000

29, 411, 000
11, 617, 000
1, 998, 000
862,000

2, 853, 000
826, 200

1, 883, 000
1, 241, 000
822, 000

13, 165, 000
1, 481, 000
1, 804 000
1, 815, 000
1, 379, 000

62, 177, 000
2, 074, 000
3, 829, 000
1, 605, OW
1, 235, 000
4, 473, 000
161,000
255,000
689, 000
365, 000

1, 222, 000
1, 900, 000
1, 112, 000
662, 000
366, 000
717,000

1,322, 000
2, 552, 000
403, 000

1, 006, 000
350,000
579,000
635, 000
585, 000
829, 000
410, 000
860,000

1, 314, 000
351,000

10, 333, 000
395, 000
283,000
320, 000

2, 068, 000

Loans

$3, 319, 000
718, 000

2, 620, 000
1, 635, 000
2, 361, 000
2, 058, 000
1, 362, 000
679, 000

1, 213, 000
1, 204, 000
234,000

2, 678, 000
2, 705, 000
2, 412, 000

40, 047, 000
11, 088, 000
3, 900, 000

733, 000
2, 448, 000
619,000

1, 730, 000
987, 000
635, 000

13, 694, 000
1, 234, 000
1, 657, 000
1, 557, 000
1, 593, 000

54, 431, 000
2, 016, 000
3, 374 000
1, 164, 000
1, 230, 000
4,508, 000

182,000
222,000
682,000
548, 000

1, 040, 000
2,255,000
815, 000
506, 000
265, 000

1, 433, 000
1,673, 000
1, 885, 000
418,000
888,000
310,000
507, 000
783, 000
599,000
719, 000
808,000
421,000

2, 216, 000
529,000

9, 656, 000
334, 000
280, 000
234, 000

1, 534, 000

Ratio of
loans to
deposits

Per cent
74. 62
145.04
85. 42
110. 03
110. 09
72. 31

173. 94
71. 54
110.97
80.32
94. 51
100 22
118. 59
135.73
136. 16
95. 44
195. 19
85. 03
85. 80
74. 93
91. 87
79. 53
77. 26
104. 02
83. 32
91. 95
85. 78
115. 51
87. 54
97. 20
88.06
72. 52
99.59
100. 78
120. 53
87.05
05.99
160. 14
85.11
118.68
73.29
76. 44
72. 40
199.86
126. 55
73.86

103. 72
88.36
88.31
87. 56
123.30
102. 40
86. 70
148. 30
84.20
168. 72
150. 70
93.43
84.55
98.94
73. 20
74.17
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63. Glendale  162
64. Logan Heights  165
65. Coronado  168
66. Escondido  169
67. La Jolla  170
68. Half Moon Bay  181
69. San Ansel=  183
70. Oceanside  184
71, Union office  187
72. Imperial Valley  188
73. University  194
74. Ojai Valley    197
75. Fillmore  199
76. Hill Street office  201
77. Wilshire-Western  202
78. Fullerton  207
79. Anaheim 909
80. Pomona    210
81. Gateway   212
82. Santa Barbara main office  214
83. Placentia  216
84. Burbank  217
85. Van Nuys  220
86. San Ramon Valley  224
87. Commercial Bank  226
88. Monrovia  230
89. La Mesa  231
90. Chula Vista  232
91. Elmhurst  242
92. Beverly Hills  245
93. Atwater  248
94. Emeryville  249
95. Oakland Branch  251
96. Parkside  258
97. Commercial National office  301
98. Fourth and Spring .  310
99. Forty-eighth and Western  316
100. Ocean-Faxon  252

Deposits
demand and

savings

$1, 118,000
424, 000

1, 075, 000
1, 092, 000
1, 005,000
687.000
437, 000
413, 000
214,000

2, 843, 000
1, 512, 000
651,000
626,000

3, 384, 000
1,427, 000
1,135,000
874,000

1, 283, 000
524,980

1, 469, 000
586,096
863,096
375,000
719,000
455, 000
949, 000
440,000
727,000
421,000

1, 547, 000
742, 000
371.000

37, 193,000
162,000

2, 883, 000
4, 068, 000
328,000
320, 000

The ratio of loans to deposits for the entire Hank of Italy system is 6195 per cent.

Ratio of
Loans loans to

deposits

$1, 280, 000
325, 000
808,000

1, 323, 000
718, 000
476,096
441.000
413, 000
271,000

2, 199, 000
1, 667, 000
502, 000
640,000

5,840, 000
1,461, 000
1, 037, 000
920, 000

1, 239, 000
406,000

1, 157, 000
544, 000
691,980
274, 000
700,006
466,000

1, 020, 000
327,000
533,000
300, 000

1, 169, OW
578,000
261,000

35, 080,000
143,000

2, 522,000
3, 552, 000
240,000
282,000

Per cent
114.67
76,70
75.06
121.0

i.47
81.25
100.05
MO. 00
l2&50
77.36
110.17
75.84
102.40
172,05
102 38
91.36
105.26
96.57
75. 46
78.76
107.32
78.19
75.19
97.36
102.19
107. 0.
74.31
73. 21
71.0
75.66
77,90
70.86
94 31
88.80
87.48
87.,31

87.86

Mr. BACIGALUPI. Exhibit H is an itemized list of loans made bY
branches in excess of the limits of the predecessor banks. Such loans
total $43,867,229.56. This exhibit we request be treated as confiden-
tial, inasmuch as it contains the names of the borrowers and then'
business should naturally be considered as a private matter.
And this is the exhibit, Mr. Chairman, which we have decided

should be filed with you for ready reference by the members of the
committee. The exhibit shows the community. It shows the loan-
ing limit of the banks we acquired. It shows the name of the bor-
rower, the purpose for which the loan is made-for instance, cattle,
lumber, department stores, and so forth; it shows the amount of
the accommodation he is now enjoying from the Bank of Italy and
the total for that community of excess loans.
Mr. FORT. Would it not be possible to have that printed in soine

form with the names left out?
Mr. BACIGALUPI. I think so. I think it may be easy to leave the

name of the borrower out.
Mr. FORT. And possibly the line of business.
Mr. BACIGALUPI. And just show the amount of the loan?
Mr. FORT. The amount would not make any difference if you did

not have the name.

a

ti
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rl,r Mr. BACIGALUPI. That is true.
Al Mr. FORT. It might be an interesting exhibit not only to this com-

nlittee, but to the great number of bankers and others who are
ia studYing this proposition.
7o Mr. STRONG. Suppose you leave out just such information as will
67

05 Prevent disclosing the borrower and put the rest of the informationo4
47 into the record?
4 The CHAIRMAN. Might I suggest here that it is going 

in 
be a very

25
co difficult thing to do that. If you show this by towns, n the handsco
0
a ,1 some one who wants to gain knowledge in regard to these loans,
14 they could very easily pick out the individuals. It seems to me
0 the only way to do it is to have it printed and circulated privately
O te the members of the committee.
se „Mr. BACIGALUPI. For the purposes of general enlightenment of
10- 'as members of the committee.s
le. . Mr. PENN. Since it is a confidential communication, why not treatleor It as a confidential communication?
so , Mr. FORT. You can take the name of the man, the town and theto
it Pasiness out and it will still carry very interesting information; for
1 •til_stance, it might show that in town A a certain individual has a

"trowing limit of $5,100, and so forth.
1.11e mere reference to the contrast between the former borrowing

ge • alWit and the present loans is a thing that I think is extremely
°4111able information, without any reference to the town or the

• name of the individual.
The CHAIRMAN. Mr. Bacigalupi, would there be any objection if

!fa designate these towns by numbers and designate the lines of

1391

SS

l'usiness? They could go in just the same; that is, as cattle, lumber,
alld so forth.

1 Mr. BACIGALUPI. Yes; they would not need know the town.
PLB iThe CHAIRMAN. And designate the borrowers by letters?
a- AIr. BACIGALUPI. Yes.
it. „The CHAIRMAN. There would be no objection to that going into

'Ile record?
,d Mr. BACIGALUPI. Not at all, so far as we are concerned.
le sLThe CHAIRMAN. I am going to suggest, then, that this information
a- Inculd be reported as to the towns by numbers and as to the borrowers
I - 41',3' letters, giving the number of accounts in each community and
a 11 e balance of the information be inserted in the record, so as not to
c 1."sclose confidential references here as to the names of borrowers.
I 4t. 15 very valuable information which should go into these hearings.

(Exhibit H, as redrafted, is here printed in full, as follows:)

IF
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EXHIBIT "H"
Examples of loans granted by Bank of Italy, N. T. dc S. A., in excess of legal limit

permitted to former independent bank

City

No. 1....

No. 2..

No. 3_ ... _

No. 4....

No. 5._

No. IL_

No.

No. 8._ __

No. 9....

No, 10...

No. 11

No. 12_ .

Former
maximum

loan
Borrower

$5, 000. 00 Mr. A 

16, 500. 00 Mr 
Mr. B 

20, 000. 00 Mr. A 

5, 500. 00 Mr. A 
Mr. B 

42, 500. 00

9, 000. 00

9, 000. 00

33, 000. 00

11, 500. 00

6, 500. 00

$11, 000.00

No. 13... 7, 000. 00

No. 14_._ 15, 000. 00

Mr. it
Mr. B

Mr. A

Mr. 4.
Mr. B
Mr. C

Mr  k

Mr. 1
Mr. B
Mr. C 
Mr. D
Mr. E
Mr. F 

Mr. A
Mr. B
Mr. C 
Mr. D
Mr. E 
Mr. F 

Mr. A 
Mr. B 
Mr. C 
Mr. D 
Mr. E 
Mr. F 
Mr.  
Mr. H 
Mr. I 
Mr.  
Mr. K 
Mr. L 

Mr. A 
Mr. B  
Mr. C  
Mr. D 
Mr. F 
Mr. F 
Mr. 0 
Mr. H 
Mr. I 
Mr.  
Mr. K 
Mr. L 
Mr. M 
Mr. N 
Mr. 0.. 
Mr. P 
Mr. Q. 

Mr 
Mr. B 

Mr. A _
Mr. B 

Mr. A_  
Mr. B 
Mr. C _  
Mr. D 
Mr. E 

Business Present
credit Total

Cattle 

 do 

Lumber 

Department store 

Butcher 
Sheep and farming. _

Department store 

$8, 500.00

88, 000.00
20,000. 00

225, 000. 00

$s, 54».

108, 000. 00
225, 000. oo

50, 000. 00
15, 000. 00

80, 000. 00
98, 968. 10

65, 000. 00

178, 968. 10
20, 000. 00 20, 000. 00

Sheep  45, 000. 00 I
 do  42, 500. 00 1
Sheep and farming._ _ 65, 000. 00

Contractor  120, 000. 00 1

Rancher 
Tobacco 
Rancher 
  ttorney 
Lumber 
Cattle 

Retired 

Automobiles 
do 

Department store_____
Rancher 
Canner 
Cotton gin 

Rancher 

Rancher 
Cooperative 
 do 

Real estate 

Cattle 
Orchardist 
Dairyman.  
Automobiles 
Doctor 
Hardware 
Orchardist 
Canners 
Orchardist 

do  
Cattleman 
Orchardist 
Loans 
Dairyman _  
Seed grower 

Orchardist 

Rancher 
 do  

Truck gardening 
l'roduce 

Finance 
Grain rancher 
Tractors 
Rancher 
Sheep and cattle 

22, 500. 00
13, 280. 00
15, 000. 00
12, 000. 00
36, 069. 64
12, 000. 00

13, 300. 00
12, 787. 00
11, 000. 00
10, 000. 00
11, 761. 00
10, 285. 00

75, 000.00
495, 000. 00
566, 000. 00
100,000. 00
140, 000. 00
325, 000. 00
110, 000. 00
110, 000. 00
595,000. 00
500, 000. 00
322, OW. 00
250, 000. 00

108, 000. 00
12, 5.50.00
29, 000. 00
20, 835. 00
25,000. 00
13, 000. 00
30, 000. 00
836,000.00
16, 140. 00
54, 700. 00
16, 800. 00
20, 500. 00
23, 000. 00
16, 800. 00

140, 000. 00
17, 800. 00
20, 500. 00

13, 000. 00
12, 100. 00

14, 000. 00
14, 000. 00

100, 000. 00
26, 000. 00
50, 000. 00
53, 000. 00
113, 000. 00

152, 500. 00
120, 000. 00

108, 879. 64

69. 113.03

3, 568, 000. 00

1, 400, 625. 00 ,

25,100.00

N, 000.00

342, 000.00
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Examples of loans granted by Bank of Italy, N. T. & S. A.,
 in excess of legal limit

permitted to former independent bank—Continued

City

No. IL
No. 

16..-
..

Former
maximum

loan
Borrower Business

Present
credit Total

$56, 500. 00 Mr. A
12, 229. 00 Mr. A 

Mr. B 
Mr. C 
Mr. D 
Mr. E 
Mr. F 
Mr. G 
Mr. H 
Mr. I 
Mr. J 
Mr. K 
Mr. L 
Mr. M 
Mr. N 
Mr. 0 
Mr. P 
Mr. Q 
Mr. R 
Mr. S 
Mr. T 
Mr. U 
Mr. V 
Mr. W 
Mr. X 
Mr. Y 
Mr. Z 
Mr. Aa 
Mr. Bb 
Mr. Cc 
Mr. Dd 
Mr. Re 
Mr. Ft 
Mr. Gg 
Mr. 1111 
Mr. li 
Mr. .1J  
Mt. Kir 
Mr. T.I 
Mr. Mm
Mr. tin 
Mr. Oo 
Mr. Pp 
Mr. Qo 
Mr. Rr 
Mr. Ss 

No. 17.__ $12, 000. 00

No. 18_ 6, 500. 00

No. 19 _ 32, 000. 00
No. 20... 17, 500.00

No. 21.. 17, 000. 00

No. 22_ -- 7,000.00

Mr. A
Mr. B
Mr. C
Mr. D

Mr. A 
Mr. B 
Mr. C 
Mr. D
Mr. E 

Hay and grain
Farmer 
Dairyman 
 do 

Mr. A 
Mr. A (also borrowers at
Brawley branch).

Total credit

Mr. A
Mr. B
Mr. C
Mr. D
Mr. F 
Mr. F 
Mr. G
Mr. Fl
Mr. I 
Mr. J 

Mr. A 
Mr. B 
Mr. C 

Mr. D 

do
Hotel 
Farmer 
 do 
 do 
Dairyman
Farmer 
 do 
Sheep 
 do 
Farmer 
Sheep 
Cattle 
Farmer 
 do 
Dairyman
Farmer 
 do 
Dairyman
Doctor 
Farmer 
Dairyman
Capitalist 
Farmer 
Insurance 
Dairyman
Cattleman
Farmer 
Cattleman
 do 
Dairyman

Farmer 
Dairyman
Theater 
Farmer 
Canning 
Cattleman
 do 
Farmer 

.do 
Realtor 

Lumber 
Cooperative
 do 
Resort

Farmer 
Fuel and feed
Real estate 

Livestock

Farmer
Cattle

Cattleman 
Doctor 
Lumber 
Sheep 
 do 
lodge 
Sheep 
Real estate 
Hotel 
Cat 1 le and sheep 

Retired
Dry goods
Ilair-tonic manufac-
turer.

Capitalist 

$162, 000. 00
13, 500. 00
38, 200. 00
36, 698. 00
18, 500. 00
28, 000.00
18, 000. 00
13, 900. 00
21, 000. 00
21, 200. 00
13, 800. 00
12, 950. 00

338, 107. 00
142, 000. 00
16, 000. 00
79, 366. 00
18,328. 00
20, 000. 00
35, 000. 00
14, 000. 00
13,300. 00
23, 000. 00
20, 000. 00
18, 000. 00
17, 000. 00
15, 100. 00
17, 186. 00
23, 000. 03
12, 500. 00
20, 000. 00
36, 400. 00
15,000. 00

120, 000. 00
30, 000. 00
29, 000.00
20,04)0. 00
12, 000. 00
20, 000. 00
25, 000. 00
13,000. 00
13, 000. 00
.53, 600.00
12, 515. 00
13. 000. 00
37, 000. 00

000. 00

25, 000. 00
IS, 000. 00
17, 000. 00
12, COO. CO

16, 000. 00
S. 530. no
12, 600. 00
11, 700. 00
03, 000. 00

33, 000 00
65, 000. 00

315, 000.00

56, (110.00
30, 500. 00
35, 000. 00
38, 500. 00
36,500. 00
49, 000. 00
71, 2,14. 115
125, 000. CO
45,64,0. 00
132, 500. 00

50, 000. 00
15, 000. 00
46. COO. 00

50, 000. 00

$162, 000. 00

1,022, 130. 00

102, 000. 00

111, 850. W
33, 000. 00
65, 000. 00

624,551.95

109, 000. 00
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Examples of loans granted by Bank of Italy, N. T. d; S. A., in excess of legal 1$
permitted to former independent bank—Continued

City
Former
maximum

loan
Borrower Business

Present
credit

No. 23... $10,000.00 Mr. A Grain broker $20. 000.00
Mr. B Tractor dealer 20. 000. 00
Mr C Farmer  65. 600. 00
Mr. D  do  1;5, 001,. 00
Mr. E  do   25, 000. 00
Mr. F _do 000.1)026. 

No. 21... 10, 000. 00 Mr. A Bomber  50, 000. 00
Mr. B  Grain and feed 50. 000. 00

No. 25... 45, 000. 00 Mr. A Orchardist 50, 000 00
Mr. B Realtor 65, 000. 00
Mr. r Itolesale grocer 200, 000. 00
Mr. I) Rancher 63. 000. 00
Mr. F  Tractor Pm, 000. 00
Mr. F  Realtor 60, 000. 00
Mr. 0 Automobiles 75. 000.00
Mr. II Rancher. 50, 000. 00

No. 26... 6, 250. 00 Mr. A Canners 235, 000. 00

No. 27_ __ 11, 000. 00  do Lumber 45, 000. 00 '
19, 850.00 Mr. B Livestock 150, 000. 00

I
No. 28_ . _ 10, 500. 00 Mr. A  Automobiles 15, 000. 00
No. 29_ _ 18, 000.00  do Chain store manager. _ 275, 000. 00 1

Mr. B Tractors 75, 000.00

No. 30... 12, 500. 00 Mr. A Capitalist 32, 000. 00
Mr. B Hotel  30, 000. 00
Mr. C Automobiles  70, 000. 00
Mr. D Garage  55, OM. 00
Mr. E Farmer 48, 000. (N)

No. 31_ _ . 6, 500. 00 Mr. A 9, 700. (Sc

No. 32... 15,000. 00  do Building materials.... 35, 000. 00

No. 33... 10, 000. 00  do 250, 000. 00
Mr. B Lumber  250, 000. 00
Mr. C Shoe manufacturers. --41,000. 00
Mr. D State farm  54, 800. 00
Mr. E Capitalist  28, 350. 00
Mr. F Nurseyman  26, 500. 00
Mr.  Farmer and canner._ _ 27, 000. 00
Mr. H Butcher 12, 700. 00
Mr. I 22, 000. 00
Mr. J 21, 000. 00
Mr. K Theater 36, 000.00

No. 34... 49,000. 00 Mr. A Canner 1, 325,000. 00
Mr. B Furniture  270, 000. 00
Mr. C Automobiles  50, 000. 00
Mr. D Cattle and sheep  50, 000. 03
Mr. E Shipbuilder  700, 000. 00
Mr. F Jewelry.  65, 000. 00
Mr. G Wholesale meats 635, 000. 00
Mr. H Chain grocery 800, 000. 00
Mr. I Wholesale meats 70, 000. 00
Mr. J Chain grocery 1, 000,000. 00
Mr. K Clothing 370,000. 00
Mr. L Hotel  141,000.00
Mr. M  do  98, 000. 00
Mr. N Realtor  1,050,000. 00
Mr. 0 150,000. 00
Mr. I" 77, 000. 00
Mr. Q 119, 000. 00
Mr. R 67, 000. 00
Mr. S 95,000. 00
Mr. T 111, 700.00
Mr. U  350. 000.00
Mr. V  Automobiles  100,000. 00
Mr. W Bonds  700, 000. 00
Mr. X  do  250, 000. 00
Mr. Y 51, 000.00
Mr. Z 63,000. 00
Mr. Aa Automobiles 60, 000. 00
Mr. Bb Contractor 350, 000. 00
Mr Cc Hospital 675,000.00
Mr. Dd Realtor 500,000. 00
Mr. Ee 250,000.00
Mr. Ft Realtor 200, 000. 00

Tote

$220. 001.

100. 010110

601,00
235, 010

l95001
15,0011

350, 0004'

215,
9,7p„

769, 330. •

No,

No,

No.

No,

No:

No

No

No

No

No
No

No
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E4amples of loans granted by Bank of Italy, N. T. & S. A.
' 
in excess of legal limit

permitted to former independent bank—Continued

city

NO. 34...

NO, 36._

No.

No]

Ne,

NO 40

110.

14.0, 42...

110. 43_,.

No. 4a•

Former
maximum

loan

$49, 000. 00

47, 700. CO

6, 250.00
25, 000.00

10, 000, 00

..........

Borrower Business
I Present

credit Total

Mr. Gg 
Mr. Jib 
Mr. Ii 

Mr. A 
Mr. B 
Mr. C 

Stanford Bank 
First National Bank 
Mr. A 
Mr. B 
Mr. C 
Mr. D 

Mr. A 
Mr. B 
Mr. C 
Mr. I) 
Mr. E 
Mr. F 
Mr.  
Mr. II 
Mr. I 
Mr. J 
Mr. K 
Mr. L 
Mr. M 

. Mr. A
Mr. B
Mr. C
Mr. D
Mr. E
Mr. F
Mr.
Mr. H
Mr. I 

S. 0(0.00

IC

12, 500.00

8, 000. 00

12, 500. 00

16, 000. 00

5, 600. 00

30, 000. 00

Mr. A

Mr. A 
Mr. B 
Mr. C 
Mr. D 
M.. E 
Mr. F 

Mr. A 
Mr. B 
Mr. C 

Mr. A 
Mr. B 

Mr. A 
Mr. B 
Mr. C 
Mr. D 
Mr. E 
Mr. F 

Mr. A 

Mr. A 
Mr. B 
Mr. C 
Mr. D 
Mr. E 

Mr. A 
Mr. B 
Mr. C 
Mni D 
Mr. E 
Mr. F 
Mr. 0 
Mr. 11 
Mr. I 
Mr. J 
Mr. K 
Mr. L 
Mr. M 

Hotel 

Lumber 
 do 
Cattle 

$210, 000.00
250, 000. 00
120, 000. 00

500, 000. 00
300,000. 00
120,000. 00

Department store 
Capitalist 
Lawyer 
Building and loan 

Garage 
Farmer 
Hotel 
Fraternal 
Omchrd 
Grain merchant 
Farming 
Orchard 
Farming 
Cattle and farming 
Dairyman 
Orchardist 
Garage and hotel 

Millers 
 do _  
Baby chicks 

Baby chicks
Produce 

Contractor 

Stock raiser 
Hay and grain 
Contractor 
Livestock 

Contractor 
Cattle 

do 

Capitalist 
do 

Rancher
do 

100, 000. 00
62, 300.00
14, 000. 00
70, 000. 00

11, 500. 00
50, 000.00
80, 000.00
40, 000.00
22, 000. 00
17, 000. 00
11, 500. 00
20, 000. 00
15, 325. 00
21, 000. 00
13, 000.00
18, 000.00
22, 000.00

300,000. 00
250, 000. 00
250,000. 00
75, 500. 00
23, 500. 00
25, 000. 00
35, 000. 00
49, 985. 00
75, 000. 00

$11,372,700.00

13, 500. GO

12, 000. 00
13, 000. 00
10, 000. 00
11, 000. 00
21, 000. 00
30, 000.00

15, 000. 00
60, 000.00
20, 000. 00

do 
 do 

_do 
Lumber and rancher_ _

Oil manufacturer 

Sheep 
Capitalist 
Sheep 
Automobiles 
Hardware and ice 

Cattle 
Dairyman and farmer_
Farmer 
Cattle 
Rancher 
Realtor and insurance_
Farmer 
Dairyman 
Farmer 
Dairyman 
Farmer 
Cattle 
Rancher 

22, 000. 00
34, 700. 00

49, 000.00
17, 500. 00
10, 000. 00
14, 500.00
15, 000. 00
13, 900. 00

16, 000. 00

75, 000. 00
57, 000. 00
45,000. 00
51, 000. 00
19, 535. 00

69, 000. 00
188, 000. 00
47, 500. 00
65, 000. 00
4Z 385,00
31, 0(0. 00
31,000.00
37, 000. 00
90, 000. 00
75, 783. 00
50, 500. 00
61, 500. 00
47, 841. 00

920, 000.00

245, 300. 00

341, 32.5. 00

1, 083, 985.00
13, 500. 00

97, 000. 0)

95, 000. 00

56, 700. 00

125, 900. 00
16, 000. 00

247, 535. 00

836, 509. 00
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Examples of loans granted by Bank of Italy, N. T. ct S. A., in excess of legal limit
permitted to former independent bank—Continued

Former
City maximum

loan

No. 47._ $10, 000. 00

No. 48 

Borrower

No. 49... 60. 000. 60

No. 50

No. 51

No. 52_ _ _

No. 53_

No. 54...

No. 55.. _

No. 56...

Mr. A
Mr. B
Mr. C
Mr. D

Mr. A
Mr. B
Mr. C
Mr. D
Mr. F 
Mr. F 
Mr. G
Mr. H

Business

Realtor 
Capitalist 
Trucking contractor_._
 do 

Hotel 
Cattlemen 
Automobiles 
Box manufacturer 
Cattleman 
Cooperative 
 do 

Mr. A  Manufacturer 
Mr. B  Canner 
Mr. C  Canner and rancher__
Mr. D   do.. 
Mr. E  Cooperative 
Mr. F  Canner 
Mr. G  Canners and rancher__
Mr. H  Dried fruits 
Mr. I  Canner 
Mr. J  Dried fruit broker 
Mr. K  Dried fruits 
Mr. L  Cattlemen 
Mr. M  Building and loan 

Mr. A 
Mr. B.
Mr. C 
Mr. D 
Mr. E 
Mr. F 
Mr. G 
Mr. H 
Mr. I 
Mr. J 
Mr. K 
Mr. L 
Mr. M

  Mr. A
Mr. B
Mr. C
Mr. D

22, 500.00 Mr. A

  Mr. A
Mr. B
Mr. C
Mr. D
Mr. E
Mr. F 

20, 000. 00

20, 000. 00

5, 500. 00

Mr. A
Mr. B
Mr. C
Mr. D
Mr. E
Mr. F 
Mr. G

Mr. A 
Mr. B 
Mr. C 
Mr. D 
Mr. E 
Mr. F 
Mr. G 
Mr. 23 
Mr. I 
Mr. J 
Mr. K 

Capitalist 
Contractor 
Tires 
Dairyman 
Farmer 
Butcher 
Cattleman 
Farmer 
Merchant 
Rancher 
 do 
Apartments 
Capitalist 

•
Feed and fuel 
Department store
Doctor 
Lumber 

Road contractor 

Millwork 
Preserved cherries 
Tanner 
Rancher 
Orchardist 
Seed store and ranch-
ing.

General merchandise..
Paving contractor 
Finance 
Lawyer 
Finance 
Butcher 
Lumber 

Automobiles 
 do 
 do 
Farming 
Realtor and insurance_
Contractor 
Capitalist 
Theater 

Mr. A  Capitalist 
Mr. B  Boat builder 
Mr. C  Railroading 

Present
credit Total

$30, 500. 00
23, 000. 00
15, 000. 00
40, 500.00

10,000.00
20, 000. 00
10, 000. 00
9, 000. 00
11, 000. 00
40, 000.00
10, 000. 00
10, 000. 00

250,000. 00
2, 790, 000. 00
1,481,000. 00
680, 000. 00

3, 000, 000. 00
225, 000.00
194, 000. 00
119, 000. 00
111,000.00
213, (0). 00
150, 000. 00
166, 000.00

1, 000, 000. 00

20,000. 00
18, 500. 00
15, 191. 72
21, 350. 00
14. 939. 05
17, 330. t/0
21, 902. (10
29. 8i10. 00
49, 000. 00
33. 237. 33
05, 500. 00
23, 500. 00
87, 500. 00

100, 000. 00
100, 000. 011
32, 000. 00
30, 000. 00

32,000.00

100. 000. OD
75, 000. (10
60, 000. 00
25, 000. 00
160, 000. 00
59, 900.00

50, 000. 00
24, MX). 00
30, 000. 00
33, 000.00
25, 0(11. 00
30, 000. 00
40, 000. 00

171, 898. 73
43, 553. 46
113, 466. 33
37, 000(1)
82, 177.50
30, 000. 00
36, 000.00
55, 000. 00
73, 500. 00
33, 800. 00
25, 000. 00

8109, 000. 00

120, 000. 00

10, 379, 000.00

407, 800. 00

262, 000.00
32, OW. 00

479, 900. 00

232, 500. 00

651, 396.02
12, 900. 00
6, 500.0))
7, 000. 00

26, 400. 00

1\

1
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Examples of loans granted by Bank of Italy, N. T. & S. A., in excess of legal limit

permitted to former independent bank—Continued

City
Fo,mer
maximum

loan
Borrowe. Business Present

credit

No. co...

No.

No, 62...

No. 63...

No. 64_

No. ;

$10, 000. 00

12, 650. 00
15, 000. 00
42, 500. 00
83, 750. 00

12, 700.00

15. 000. 00
7, 500. 00

7, 500.00

9, 400. 00

9, 000. OO

X), 000 00

No. 66... 18, 500. 00

No. 67.... 10, 700. 00

No. 68._ 25, 000. 00

Mr. A
Mr. B
Mr. C
Mr. D
Mr. E
Mr. F 
Mr. G

Mr. A 
San Joaquin Valley Bank.
City Bank 
Commercial & Savings
Bank.

Mr. A 
Mr. B 
Mr. C 
Mr. D 
Mr. E 
Mr. F 

Mr. A

First National 
Farmers State Bank
Mr. A 
Mr. B 
Mr. C 

Mr. A
Mr. B 
Mr. C
Mr. D
Mr. E 
Mr. F 
Mr.
Mr. H
Mr. I 
Mr.  

Mr. K

Rancher

Rancher 
 do 
 do 

do 
 do 

do 

$43, oo0. 00
45, 000. 00
35,000. 00
14, 500. 00
17, 000. 00
19, 800. 00
15, 500. 00

35, 000. 00

Druggist 
Livestock 

do 
Beans and grain 
Produce 
Doctor 

Dairyman

78, 000. 00
70, 000.00

125, 000. 00
750, 000. 00
200, 000. 00
110, 000. 00

23, 000. 00

Automobiles
Cattle 

do 

Rancher
do 

Mr. A 
Mr. B 

Mr. A 
Mr. B...

M. A 
Mr. B 
Mr. C 
Mr. D 
Mr. F 
Mr. F 
Mr.  
Mr. II 
Mr. I 

Rancher and packer__
Rancher 

do 
 do 
 do 
 do 
 do 
Cooperative purchas-
ing.

Li yestock 
Rancher 

Contractor
Realtor 

Capitalist
do 

Mr.  
Mr. K 
Mr. L 
Mr. M 
Mr. N 

Mr. 0 
Mr. P 
Mr. Q 

Mr. A 
Mr. B 

Mr. A 
Mr. B 

Mr. A 

General merchandise._
Transportation.  
Merchant 
Cattle 
Contractor 
Orchardist and ship-
per.
 do 
Ice and storage 
Baker 
Orchardist 
Orchardist and ship-
per.

Merchant 
Laundry 
Rock and gravel 

Cattle and sheep 
do 

Farmer 

Grain broker 

20, 000. 00
30,000. 00
17,000. 00

28, 000. 00
30,000.00
48.000. 00
22, 500. 00
19, 500. 00
12, 000.00
14, 300. 00
19,000. 00
13,000. 00
17,000. 00

21,000. 00

30, 000. 00
21,000. 00

15, 000. 00
10, 000. 00

31, 700. 00
31, 478. 00

248, 000. 00
25, 000. 00
30,000. 00
35, 000. 00
26, 800, 00
70, 000. 00
25, 000. 00

71, 763.00
35, 000. 00
22, 000. 00
36, 000. 00
37, 000. 00

31, 647. 75
31, 000. 00
75, 000. 00

120, 000. 00
68, 500. 00

23, 000. 00
15, 400. 00

55, 000. 00

Total

8100,800.00
35, 000. 00

1,333, 000. 00

23, 000. 00

67,000.00

239, 300. 00

51, 000. 00

25, 000.00

862, 388. 75

188, 500. 00

38, 400. 00
55, OM. 00
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Examples of loans granted by Bank of Italy, IV. T. cfc S. A., in excess of legal Unlit
permitted to former independent bank-Continued

City

No. 69_ _

Xo. 70_ -

Former
maximum Borrower Business Present Total

loan credit

$20, 000. 00
9, 500. 00

12, 500.00

Sisk iyou Co. Bank 
First National Bank
Mr. A 
Mr. B 
Mr. C
Mr. D
Mr. E

Mr. A 
Mr. B 
Mr. C 

Total 

Cattle 
do 

 do 
Cattle and ranching._
 do 

Orchardist 
Orchardist and canner
Miller 

$21, 500. 00
80, 000. 00
50,000. 00
20, 450,00
11, 650. 00 $183,600.6")

175, 000. 00
150, 000. 00
25, 000. 00 00

,o 50
  43, 867, 2,-

Mr. BACIGALUPI. Exhibit I sets forth the real-estate loans made in,
California by Bankitaly Mortgage Co., California Joint Stock Lao',
Bank, Bankitaly, Agricultural Credit Corporation, and the trus'
department of the Bank of Italy National Trust and Savings AO;
ciation in participation mortgage trusts. These loans totto
$44,794,830.07.
(Exhibit I, referred to, is here printed in full, as follows:)

EXHIBIT I

Active loans of the California Joint Stock Land Bank of San Francisco in the SO
of California as of March 19, 1930

County
Num-
ber of
loans

Amount County

Alameda 
Butte 
Colusa 
Contra Costa 
Del Norte 
El Dorado 
Fresno 
Glenn 
Humboldt 
Kern 
Kings 
Lake 
Lassen 
Los Angeles 
Madera 
Mariposa 
Merced 
Modoc 
Mono 
Mendocino 
Monterey 
Napa 
Nevada 
Orange 

2
28
7

5
3
ea
14
6
64
36
1
2
16
6
1
22
15
2

28
6
2
19

$47,500
603,700
146,5(8)
63,1810

108,518)
40,500
776,060
210,050
48,000
551,900
708, 500
10,000
35,000
606,800
50,000
35,000

304, 100
292, 500
45,000
193, 500 I
781,000
186,500
70.000 1
183,500 

1
I

Placer 
Riverside 
Sacramento 
San Benito 
San Bernardino  
San Diego 
San Joaquin 
San Luis Obispo 
Santa Barbara 
Santa Clara 
Santa Cruz 
Shasta 
Siskiyou 
Solano 
Sonoma 
Stanislaus 
Sutter 
Tehama 
Tulare 
Ventura 
Yolo 
Yuba 

Total 

Num-
ber of
loans

3
45
13
27
85
18
26
2
8
ao
4
1
23
43
8
41
34
14
39
2.5
16
6

892
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229.56
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stale

91,0

00, S4)1)
55, 03
78,6, 9.51

63, 6°
01, dpf°
73,
20,
3451
77,
27,0
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38,
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Bankitaly Mortgage Co. loans, March 12, 1980

1399

Alameda. $372, 585. 47Bakersfield:
Bakersfield $78,691.68
East Bakersfield 6, 735.00

85, 426. 68Berkeley 
Burlingame 

95, 139. 15
306, 102. 89

Eagle Rock 12, 943. 06Elteryville 
Fresno 

2, 022. 33
55, 478. 70Fullerton 16, 708. 95

Glendale:
Gateway 22,242.92
Glendale 4,841. 19

27, 084. 11
tillihland Park 8, 902. 53
."0115,wood:

Hollywood 4,000.00
Hollywood-Wilcox 34, 228. 30

38, 228. 30
La Jolla 25, 650. 00
Long Beach:

American Avenue 74,690.00
Long Beach office 306,741.54
Redondo and Seventh 3,250.00
Seventh and Pine Avenue 28,900.00
Union State 31,950.00

Los Angeles:
445,531.54

Broadway office 2,024,825.00
Brooklyn-Soto 4,200.00
Commercial National 42,340.00
Forty-eighth and Western 3,500.00
Fourth and Spring 32,270.00
International office 1, 997,500.00
Lincoln Heights 2,017.44
Main at Pico 2,540.00
Main office 3,469,800.94
Pico Hoover 14,000.00
Seventh and Central 13,800.00
Vermont Melbourne 9,240.00
Wilshire Western 18,600.00

Los Gatos 
Monrovia

7, 634, 633. 80
53, 000. 03
22, 875. 80

North Hollywood _
Oakland.

880. 00

Broadway Grand $17,089.86
College Avenue 28,448.65
Twenty-third Avenue 30,600.00
Elmhurst 1, 200.00
Fruitvale 350, 131. 71
Seventv-fourth and Foothill 31,226. 23
Melrose 58,399.07
North Broadway 59,505. 77
Eleventh and Broadway _ 2,270,781.63
San Pablo Avenue 18,844.61
Telegraph Avenue 7,000.00

_Pasadena 
2, 873, 227. 53

5, 170. 45
,,t'ottiona 
Itedondo Beach 

20, 329. 27
21, 063. 53

100136-30—vor, 2 PT 11-5
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Sacramento:
Sacramento Main  $66, 542. 21
Sixth and K branch  107, 573. 09

$174, 115.80
San Diego:

San Diego office 
University 

$2, 171, 484. 71
199, 500. 00

2, 370, 984. n
3, 025. UuSan Fernando 

San Francisco:
Bay View 
California Montgomery 
Clay Montgomery 
Columbus Avenue 
Day and Nite 
Di visadero-H ayes 
Elcelsior 
Glenn Park 
Haight-Clayton 
Head Office 
Market Geary 
McAllister Fillmore 
Pierce Chestnut 
Polk Van Ness 
Twenty-ninth and Mission 
Union Webster 

$14, 897. 45
1, 937, 531. 80

47, 197. 18
192, 415. 00
501, 186. 41

5, 802. 56
161, 164. 38

5, 828. 06
2, 802. 73

2, 794, 456. 35
120, 650. 00
15, 700. 00
12, 500. 00
25, 725. 00

779, 111. 75
32, 200. 00

San Jose 
San Leandro 
San Mateo 
San Pedro 
Santa Barbara:

Estado-Cota  $244, 238. 28
Santa Barbara Main  228, 614. 04

Santa Monica 
Sawtelle 
Stockton:

Hunter Square   $247, 542. 90
East Side branch  3, 750. 00
Stockton Main    728, 670. 74

6, 649, 168. 61
507, 517. 3_ „3

7, 700. ys
394, 885. l

3, 800. Uu

472, 852. 8!
3, 300. Uu
3, 360. 

Uu_

979,963.64

23, 693, 655. 63

Bankitaly Agricultural Credit Corporation loans secured by chattel mortgages an
sheep and cattle as of March 19, 1930—Classified by counties in California

Livestock located Amount vestock located Amount

Alameda $200, 962. 50 Riverside $23, 492. t
Butte 18, 838.91 Sacramento 14,000.00
Calaveras 2, 300. 00 San Benito 658, 310.
Colusa 
El Dorado 
Fresno 

17, 998. 90
10, 000. 00

158, 737. 60

San Bernardino 
San Joaquin
San Mateo 

5, 000. u"
54
; 
450. 00

s 500.0°
Glenn 45, 000. 00 Santa Barbara 243, 9601
Imperial 720, 357. 76 Santa Clara 57, 026.
Kern 
Kings

70,751. 21
87, 000. 00

Bolan° 
Sonoma 

44, 800. u"
4 000. 00

Los Angeles 72,000. 00 Stanislaus. 46, 188.8„„1
Madera 20, 000. 00 Tehama 363, 569. IP
Mann 31, 900. 00 Tulare 108, 949 OS
Mariposa 51, 453. 50 Ventura 31, 970. aj,
Mendocino 2, 500. 00 Yolo 44, 849. 1$1
Merced 168, 869. 61

3, 551, 132 10Monterey 165, 509. 97

Ii
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Participation mortgage trusts

Name

-

Hale Bros. Realty Co Providence Hospital, Oakland 
14vaggi Estate Co 
Anita Grimm 
ne°„Ilege of Notre Dame, Belmont 
'ouege of Notre Dame, San Jose 
Acorn Realty Co. (E. F. Oolnett) 

DeAlartini et al !!! firehouse Investment Co 
all. J. Burk hard ?IV illiarn P. RogersR. Birnbaum Investment Co 
nsu• Bercovich 
,„r• W. Coreer (Inc.) 
narnelY Jacobs Estate 

Total 

Source of IORTI Amount

1401

Amount. (.1
trust fun,:s
in v

Head office 
Eleventh and Broadway, Oakland _
California-Montgomery 
 do 
San Jose 
 do 
Eleventh and Broadway, Oakland.
Calibrnia-Montgomery 
 do 
Los Angeles No. 20 
 do 

do 
Oakland Bank office 

do 
do 

$500, 000.00
200, 000. 00
67, 500. 00
74, 000.00
263, 000. 00
82, 500. 00
510, 000. 00
76, 000. 00
102, 500. 00
70, 000. 00

375, 000. 00
150.000. 00
250, 000. 00
300, 000. 00
100, 000. 00

$500, Out
200, OW
57, 500. ou
72, 660. 00
260, 735 no
82, 500
510,0(5
75,050.
94, 500. 00
64, 400. 00
288, 850. 00
89, 275. 00
250, 000. 00
300, 000. 00
99, 310. 05

3, 109, 500. 00 2, 944, 729. 05

, Mr. BACIGALUPI. Exhibit J is a comparison, over a period of the
;,1!at five years, of the course of deposits of the Bank of Italy National
Trust & Savings Association in various communities as against
those of competing banks. This comparison is offered in support of
our contention that our competition has not hurt. our smaller corn-
Petitors, and that to the extent of their capacity to serve they have
grOW n proportionately.
I think, gentlemen, that this chart also will prove most interesting.

rr, he exhibit has, for instance, Bakersfield First National Bank. Its
u.Neposits on December 31, 1924, were $1,075,000 and its deposits on

00 "ecember 31, 1929, were $2,035,000.
00 The Bank of Italy, National Trust & Savings Association, at the

e,,ucl of December 31, 1924, was $6,800,000. In December, 1929,
they were $8,500,000. The percentage of increase of the First National
of Bakersfield was 89.30 per cent while that of the Bank of Italy was

64 4.88 per cent. That same ratio (lees not prevail all the way through,
but we have given it for the leading communities and many of the

63 rural communities of California. That is Exhibit J.
(Exhibit J referred to is here printed in full, as follows:)

2.10

bak

Pres

Hay

EXPIIBIT J

Showing increase or decrease in deposits over period of five years

Deposits Dec.
31, 1924

Deposits Dec.
31,1929

Increase or
decrease

Per cent in-
crease or
decrease

,Tsfield:
. irst National Bank $1, 075, 000. 00 $2, 035, 000. 00 $960, 000. 00 89.30
/ank of Italy National Trust & Savings
Association 6, 875, 000. 00 8, 586, 000. 00 1, 711, 000. 00 24.88

D:
utte County Savings Bank 2, 119, 000. 00 2, 003, 000.00 —116,000.00 —5.47

. irst National Trust di Savings Bank_ 2, 542, 000.00 3, 272, 000. 00 730, 000. 00 28.72
'eoples Savings & Commercial Bank.-
lank of Italy National Trust & Savings

814, 000. 00 1, 200, 000 00 380, 000. 00 47.42

Association 
to:

2, 085, 000. 00 2, 641, 000. 00 576, 000. 00 27.89

Pirst National Bank 
lank of Italy National Trust di Savings

2, 369, 000. 00 4, 776, 000. 00 2, 407, OK 00 101.60

Association 
wards:

17, 645, 000.00 17, 893, 000. 00 248, 000. 00 1.41

lank of Hayward 
lank of Italy National Trust & Savings

Z 108, 000. 00 2, 820, 000.00 712, 000. 00 33.78

Association 1, 971, 000. 00 2, 976, 000. (w.` 1, 005, 000. 00 50.99
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Showing increase or decrease in deposits over period of five years—Continued

Long Beach:
Citizen State 
California First National Bank 
Farmers & Merchants Bank 
Seaside National Bank 
Western Trust & Savings 
Bank of Italy National Trust & Savings
Association 

Madera:
First National Bank 
Bank of Italy National Trust & Savings
Association 

Merced:
First National Bank 
Bank of Italy National Trust & Sav-
ings Association 

Marysville:
First National Bank 
Decker Jewell 
Northern California Bank of Savings.. _
Bank of Italy National Trust & Sav-
ings Association 

Modesto:
Modesto Trust & Savings Bank 
Bank of Italy National Trust & Sav-
ings Association 

Monterey:
First National Bank 
Monterey Bank 
Bank of Italy National Trust & Sav-
ings Association 

Napa:
First National Bank 
Bank of Italy National Trust & Sav-
ings Association 

Oakland:
Central National Bank 
Central Savings Bank 
First National Bank 
Farmers and Merchants Bank 
Oakland Bank 
Bank of Italy National Trust & Sav-
ings Association 

Ontario:
First National Bank 
Citizen's National Bank 
Bank of Italy National Trust & Sav-
ings Association 

First National Bank 
Bank of Oroville 
Bank of Italy National Trust & Sav-
ings Association 

Redwood City:
First National Bank 
San Mateo County Bank 
Bank of Italy National Trust & Sav-
ings Association 

Sacramento:
California National Bank 
California Trust & Savings Bank 
Capital National Bank 
Citizen's National Bank 
Merchants National Bank 
Sumitomo Bank 
Bank of Italy National Trust dr Sav-
ings Association 

Salinas:
Monterey County Bank 
Bank of Italy National Trust & Sav-
ings Association 

San Jose:
First National Bank 
San Jose National Bank  
Bank of Italy National Trust & Sav-
ings Association_

Deposits Dec.
31, 1924

$404. 000.00
2, 880, 000. 00
9, 792, 000.00
(I)

3, 106, 000. 00

7, 136, 000. 00

1, 324, 000. 00

1,478, 000. 00

(I)

2, 598, 000.00

959, 000.00
1, 524, 000. 00
3,408, 000.00

2, 926, 000. 00

2, 145, 000.00

1, 961, 000. 00

I, 316, 000. 00

1, 975, 000.00

3, 041, 000. 00

2, 777, 000.00

20, 552, 000.00
28, 888, 000. 00

4, 844, 000. 00
52, 826, 000.00

19, 483, 00090

1. 027, 000. 00

550, 000.00

I, 048, 000. 00
676, 000. 00

1, 890, 000. 00

1, 012, 000. 00
1, 214, 000. 00

1, 800, 000. 00

14, 815, 000. 00
11, 070, 000. 00
10,378, 000. 00

631, 000. 00
3, 100, 000. 00

(1)

9, 207, 000. 00

3, 430, 000. 00

2,620, 000. 00

7, 709, 000. 00
1, 350, 000. 00

11, 610, 000. 00

Deposits Dec.
31, 1929

I Per cent 01-Increase or crease or
decrease decrease

$414, 000. 00 $10, 000. 00
4, 763, 000. 00 1, 883, 000. 00

12, 149, 000.00 2,357, 000.00
2, 213, 000. 00 2, 213, 000. 00
3,078, 000. 00 —28, 000. 00

18, 576, 000. 00 11, 440, 000. 00

1, 388, 000. 00 64, 0011 00

1,936, 000. 00 458, 000.00

952, 000.00 952, 000. 00

6, 695, 000. 00 4, 097, 000. 00

995, 000. 00 36, 000. 00
1, 688, 000. 00 i 164, 000. 00
3, 482, 000. 00 74, 000. 00

2, 948, 000. 00 22, 000. 00

4, 541, 000. 00 2, 396, 000. 00

3, 338, 000.00 1, 371, 000. 00

1, 958, 000. 00 642, 000. 00
396, 000.00 396, 000.00

2, 661, 000. 00 686, 000. 00

3, 517, 000. 00 476, 000. 00

2, 876, 000. 00 99, 000. 00

28, 499, 000. 00 7, 947, 000. 00
31, 584, 000. 00 2, 696, 000. 00
4, 479, 000. 00 4, 479, 000. 00
5, 814, 000. 00 970, 000. 00
(1)

75, 259, 000. 00 55, 776, 000. 00

1,772, 000. 00 745, 000. CO
701, 000.00 701, 000.90

1.487, 000. 00

1, 237, 000. 00
904, 000. 00

2, 733, 000.00

1, 004, 000. 00
1,273, 000.00

3, 160, 000. 00

23, 605, 000.00
19, 645, 000.00
12, 990, 000. 00
1, 149, 000. 00
2, 773, 000. 00
1, 285, 000. 00

49, 920,000. 00

6, 216, 000. 00

5,291,000.00

8, 300, 000. 00
2,360, 000. 00

14, 092, 000. 00

937, 000. 00

189, 000. 00
229, 000. 00

843, 000. 00

—98, 000. 00
59, 000. 00

1,360,000. 00

8, 790, 000. 00
7 , 575, 000.00
2, 612, 000. 00
518, 000. 00

—327,090. 00
1, 285, 000. 00

40, 713, 000. 00

2. 816, 000. 00

2,t11, 000.90

591, 000. 00
1, 010, 000. 00

2, 472. 000. 00

New bank. 1 Acquired by Bank of Italy.

945
65.35
si.54
i-0°
-.90

100. 31

4.53

300

100.0°

137.70

3.70
10. 76

17

75

111. 70

39.91

44.7$
100.00

34.73
15. $5

3.0°

%Ca
9.3!

1000.""
20.02

Nk23

72 54
Ma 0°

170.0°

14. 0°
33.02

44.6°

—s.55
4.$56

75. 56

39 33
59.33
25 11
82.05

—10.13
100. u"'

4412°

82. 10

101. 65

7. 51
74. 51

21.0°



1. 45
1.38
84
oo

.90
1.31

.83

99

L 00

70

5.75
1. 75
17

, 75

,.10

1. 91

5.18
I. 00

5. 55

1.33
33
II
99

).55
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Showing increase or decrease in deposits over period of five years—Continued

Deposits Dec. Deposits Dec.
31, 1924 31, 1929

Increase or
decrease

Per oent in-
131118813 or
decrease

Stockton:
First National Bank $1, 914, 000. 00 1 $2, 615, 000. 00 $701, 000. 00 36.62
Stockton Saying and Loan Bank 7, 124, 000. 00 , 8, 338, 000. 00 1, 214, 000. 00 17.04
Union Safe Deposit Bank 1, 458, 000. 00 1, 837, 000. 00 379, 000. 00 2.5.99
Bank of Italy National Trust and Say-

t, logs Association 
• entura:

11, 073, 000. 00 15, 617, 000. 00

i
4, 544, 000. 00 41.04

First National Bank 833, 000. 00 1,551, 000.00 718, 000.00 86. 19
Home Savings Bank 431, 000.00 1 1, 550, 000. 00 1, 119, 000. 00 259.63
Union National Bank (I) 1, 384, 000. 00 1, 384, 000. 00 100.00
Bank of Italy National Trust and Say-

,.., jogs Association 
,•oodland: 

2, 582, 000. 00 6, 088, 000. 00 3, 506, 000. 00 138.79

Bank of Woodland  690, 000. 00 636, 000. 00 —54,000.00 —7.83
Bank of Yolo  1, 725, 000. 00 2, 234, 000. 00 509, 000. 00
Yolo County Savings Bank  2, 389, 000. 00 2, 5.50, 000. 00 161, 000. 00

29.51
6.74

Bank of Italy Natirrnal Trust and Say-
ings Association  2, 711, 000. 00 2, 496, 000. 00 —215,000.00 —7.93

'411 Francisco:
Anglo California Trust Co  52,466, 000.00 72, 26.5, 000. 00 19, 799, 000.00 37. 74
Anglo and London Paris  115 910 MO. 00 111, 313, 000. 00 —4,597,000.00 —3.96
Hibernia Sayings  75, 681, 000. 00 75 603 000. 00 —78,000.00
Ban Francisco 13ank  92, 916, 000. 00 120, 138, 000. 00 27, 222, 000. 00 

291-1.:529190Wells Fargo Bank & Union Trust Co.., 112, 513, 000. 00 125, 558, 000. 00 13, 045, 000. 00
Bank of Italy National Trust and Say ,
ings Association  91,452, 000.00 256, 625, 000. 00 165, 172, 000.00 180.61

44'3 Angeles:
Citizen National Trust and Sayings.— 87, 951, 000.00 118, 496, 000.00 30, 545, 000. 00 34.72
Farmers and Merchants National
Bank  45, 164, 000. 00 57, 559, 000. 00 12, 395, 000. 00 27..0445

United States National Bank  „ . 16, 038, 000. 00 12,049, 000.00 
302 

Union Bank & Trust Co  12, 207, 000. 00 , 23, 614, 000. 00 11, 407, 000. 00 93.44
Bank of Italy National Trust and Say- •
ings Association  77, 278, 000. 00 ! 138, 077, 000. 00 , 60, 799, 000. 00 78. 67

I I

I New bank.

Mr. BACIGALUPI. Exhibit K and Exhibit L comprise specimens
.„ef accounting department reports and report forms in use by the
sank of Italy.
Now, these are technical and I put. them in for good measure,

'scaling that if the committee should desire to press into service some
expert who would want to make a summary of the accounting forms
and system used, he would find the bulk of that here.
(Exhibits K and L are not printed but held in the committee room

for reference.)
Mr. BACIGALUPI. Exhibit M is an authentic copy of the bank's

lieual semiannual supplemental report of earnings, operating ratios,
ayd so forth, prepared for the information of the bank's chief execu-
tives. The particular point which we desire to stress here is that
several of the smaller country branches will be noted as operating
et a loss and yet no branch of the Bank of Italy has ever been closed
because it was not operating at a profit. It has felt that it could
very conveniently stand these small losses and offer them as a willing
contribution to the residents of these smaller communities, who
pth9rwise would be forced at no little inconvenience to go to neigh-
boring towns for their banking accommodations.
That is this report, gentlemen [exhibit], and this will answer your

Pestion, sir [exhibit to Mr. Fort]. Starting with about page 6 or
I, we begin to itemize the various districts and branches. This has
to. do with the earnings of branches and also covers loans, too, I
think. Exhibit K would give you the deposits.
(Exhibit M is not printed but held in committee room for reference.)
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Mr. BACIGALUPI. Exhibit N contains two articles on the trust
department of a branch bank and should prove of interest.

(Exhibit N referred to is here printed in full as follows:)

EXHIBIT N

DEVELOPING AND ADMINISTERING TRUST BUSINESS IN A BRANCH BANKING
SYSTEM

(By W. J. Kieferdorf, Vice President, Bank of Italy, National Trust and Savings
Association, San Francisco, Calif.)

Branch banking is now regarded as the boldest forward step in American
finance, but it would fail of its true destiny if it did not include in every instance
a complete program of fiduciary service.

There must be no subordination of fiduciary service to commercial and savings
banking, or relegation of it to the background as a secondary activity, declares
Mr. Kieferdorf. Every community where a branch is located, not matter how
small nor how far-removed from the head office of the bank, should be given the

benefits of metropolitan trust service.
Mr. Kieferdorf describes the methods adopted ill California by his institution

to initiate and develop trust service in the branch banking system of that Stet!.
Every trust, whether private or court, is administered at the branch where It

originates. The head office, through the district supervisors, maintains control

by requiring a system of reports and strict adherence to given policies. The
record system used in estate settlement, custodian service, the system of tickler

cards, the filing of trust agreements, the supervision of escrows, and the method

of reviewing securities and investments are fully explained.
A state-wide educational program was begun by the Bank of Italy nearly 10

years ago, and intensified during the past four years, to the end that all employees,
advisory bbard members and stockholders, individually and collectively, should

be made "trust-minded" and "will-conscious." The fine team work which

resulted accounts in large measure for the growing number of nominations of
the bank under wills—now upwards of 5,000 a year—and for the fact that the
trust earnings of some of the smaller branches exceed the earnings of their respec-
tive banking departments.
One of the most satisfactory results of the campaign has been the high.lY

satisfactory relations with lawyers. Past antagonisms have been largely dis-
pelled by the frequently reiterated policy of the bank scrupulously to respect
the rights of attorneys and their relations with their clients.
The introduction of branch banking into American finance is now ahnost

universally regarded as the boldest, if not, indeed, the greatest forward step in
the financial progress of our country.

Those of us who hail from the great West, who have witnessed the birth and

growth of this new, yet very old, idea of banking, whose imaginations have been
fired by its immense possibilities for public service, recognize that it had its
inspiration in the same spirit of daring, the same spirit of self-sacrificing adven-
ture that led our forefathers—the hardy pioneers of California—nearly 100 years
ago, to brave the pathless prairies, the trackless deserts and the snow-capped,
towering mountains to reach the promised land.

Whether it be confined to the limits of a city and thus becomes merely local
ill its operations, or whether it be extended to include a group of cities more or
less contiguous, or whether, indeed, it embraces under one central managetnent,
banking service to the several hundred cities and towns and villages of a great
State, complete branch banking, based as it is upon sound and enduring prin-
ciples, must find a permanent abode in our country. The time is not far distant,

if I may hazard a prophecy, when the public of the States that do not now permit

branch banking, viewing this safer, more complete, more varied, more demo-
cratic, more widely extended metropolitan banking service, will demand appro-
priate legislation so that this proven type of banking may be permitted in their

own States; and then, only, will small communities, now generally denied adequate

banking facilities and corporate trust service, enjoy the ministrations of the
corporate fiduciary and the trained trust officer, and be able to command for

their development the great capital concentrated at the head office of the bank,
as and when they require it.

1
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NO BRANCH BANK COMPLETE WITHOUT FIDUCIARY SERVICE

•
,H But branch banking would fail of its true destiny, however, if it did not include
.every instance in its far-reaching program complete fiduciary service, for it is

axiomatic that complete banking service connotes complete fiduciary service.
_ There must, even in a branch banking system, be no subordinating of fiduciary
rrviee to commercial and savings banking; there must be no relegating it to the
"Mkground as a secondary activity; there must be no dodging the duty of givingeve 

community where a branch is located, no matter how small nor how far
11  loved from the head office of the bank, the benefits of metropolitan trustservice.

1, The criticism occasionally imputed to branch banking institutions—that the
uraticli managers and perhaps the branch trust officers are mere machines in a
re network of automatons, that their sole guide is the ubiquitous and omniscient
tile book, and that they have no independent judgment or discretion—is refuted

_0Y the service given, by the appreciation of thousands of satisfied depositors
?IA stockholders, and best of all by the results obtained. No other instrumen-
gilitY of finance was ever dedicated to a higher ideal of service than branch trust
service in a branch banking system.

!
t. It is scarcely possible for me, in the limited time at my disposal for the prepara-
:" of this paper, to discuss, except superficially, trust service in ''city-wide"ienitsiteist.utions, or in institutions having branches in a few more or less contiguous

, I welcome the suggestion of your program committee that I may limit this
`tillcussion to trust service more or less state-wide in scope, and describe the
Prc'gress that has so far been made and some of the methods adopted in Cali-
iT,11111a by the institution that I am honored to represent, in its attempts to
"'date and effectuate this service in our great State.

PROGRAM FOR STATE-WIDE SERVICE

At the outset may I say that while highly satisfactory progress, both from the

:Midpoint of service and of net profits, has been made, particularly during the
lit few years, in extending trust service to practically every one of the 293
L4anches in the 166 cities in which the bank operates, much additional work
"Mat yet be done to perfect our administrative processes, and much additional
,1)er.sonnel must be trained at the head office, where in fact all of our trust men are
"Med. The results so far obtained encourage us to continue the plan as origin-
4"Y laid out for the development of "State-wide trust service." It would, how-
per, be erroneous to conclude that we have achieved perfection in this wide, neweld of trust endeavor, and that we may now rest on our laurels.
The trust service of our bank in the beginning was confined to the metro-

iklitan areas of San Francisco and Los Angeles, and localized at the main office
ill each city. The branches contiguous to the main offices in these two cities
31rere limited in their fiduciary service, with few exceptions, to escrows handled
eY Part-time or full-time escrow men or assistant trust officers, who, though farni-
4,m with trust work, referred all prospects for trust business to the main office.

after 10 years of successful experimentation, this is still the case in all of
r le large cities where more than one branch is located—except that, attached
t
oeach main office, are highly-trained trust men who call at the branches regularly
13 Interview the prospects that the branch managers have interested in a trust
a will; the assistant trust officers at the main office, too, are always at the callpi the branch managers for special appointments. It is a vital part of our system,
the key note of our success, that there must be intimate and constant coopera-

:'1011 between the branch manager on the one hand who, himself, is well versed
di the practical phases of trust management by reason of head office training,

on the other hand the trust officer, who supplies the technical knowledge.
combination works perfectly, and is of the greatest importance in the rural

districts. Our intracity trust service, therefore, is not, at this stage of our
..evelopment, a serious problem. The key cities of the trust districts, as explained
'4.tFr, are district centers; the trust officers in charge of the offices in these key
cities are district trust supervisors as well.
A.8 new branches were added in the rural communities, new centers of trustactivity were established—first in the cities of the Santa Clara Valley and in the

great valley of San Joaquin; then in the coast counties and the great valley of the
?acr.amento River; and finally in the extreme northern and extreme southernnetions of the State, all this expansion taking place while the institution was a
'tate bank.
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BANK OF ITALY UNDER NATIONAL CHARTER

With already existing trust offices in many of the most important cities, sub-
ordinated in policy and operation to the head office in San Francisco, it vise
but natural that the district plan of organization for the administration of trusts
should be adopted; and, accordingly, the State of California, with respect to
Bank of Italy state-wide trust administration and development, was divided In
14 trust districts, covering geographically the entire State, each district, with one
exception, having its supervising trust officer and staff.

While this plan was in the making, the bank was nationalized, and we found
ourselves for the first time with a definitely fixed number of branches, now nu.ro-
bering, as before stated, 293 in all, offering banking services in 166 cities, with
no further increase possible under the limitations imposed by the present national
banking laws.
Each district is, in a sense, a complete unit subordinated to the head office only

with respect to policy, accounting, supervision of investments, compliance wi.th
established procedure, and control of the personnel. The size of any district
depends on density of population and geographical location; in several districts
there are four or more counties with as many as a dozen banking branches, sll
within easy reach of the district trust officer's headquarters in a central branch/
which is usually located in the most important city or town of the group.

THE IDEAL DISTRICT STAFF

The ideal district staff consists of the district trust officer, assistant trust officer,
trust examiner, and the usual clerical and stenographic help. In addition te
his local duties, the district trust officer keeps in constant touch with the branches
in his jurisdiction, has a definite visiting day for each of them, and endeavors to
adhere as closely as possible to a regular schedule of visits so that the branch mane.
ger can make definite appointments with the clients of his branch. He is Ms!)
subject to call at any time if a special emergency or special business requires hie
presence. His whereabouts is known at all times at the trust headquarters so
that he can be reached whenever he is needed. Thoroughly trained at the head
office in trust administration, probate matters, living trusts, agencies, escrow's/
securities management, and tax questions, and having a basic legal, and often a
liberal classical, education, possessing sufficient maturity to impress his clientele
and justify their confidence, the district trust officer is the keystone of the arch
in the finely-knit-together fiduciary structure. Attendance at periodic meetings
of district trust officers at the head office and constant touch with the trust
executives of the bank, assure uniformity of operation throughout the syston
and faithful adherence to established policies.
The branch managers, on the other hand, have acquired, with very few excep-

tions, a fine practical knowledge of trust functions and know how the trust de-
partment can serve their clientele. Each branch maintains its own trust records,
handles the receipts and disbursements required by the trusts, and diarizes the
specific duties in the administration of estates, thus assuring local administratio.n
of estates and trusts, as against absentee administration. In fact, in most dis-
tricts the closest possible cooperation exists between the branch banking staff and
the district trust officer. Due to comparatively few changes among managers of
branches, many of whom have had legal training, the educational efforts that are
constantly expended to educate the rank and file of the entire banking systeT
of the bank in trust matters and the resultant efficiency of operation and intelfi-
gent attention to duty account for the success so far attained. Under this
arrangement, the branch manager is the business manager of the trusts handled
at his branch; the district trust officer is the consultant, supplying legal and tech-
nical skill; while the trust examiner audits and keeps in order the accounting detail
so that proper reports may be made to district headquarters and the head office,
as required by the rules of the bank.

CARRYING TRUST SERVICE TO RURAL COMMUNITIES

Before the advent of the branch bank giving trust service, rural communities
in our State were without trust service. The unit banks located there could not
efficiently and profitably give such service. Grouped into districts under the
district plan of administration, the clientele of contiguous rural communities and
towns can now be as effectively served as if the trust departments were estab-
lished in each community, and profitably, too; for estates of decedents must be
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Probated and the affairs of the living must be administered in the country as well
"a in the city; and wealthy agriculturists and prosperous small-town merchants
ave need of trust service as well as their brethren in the big cities. In fact,

the district plan of trust administration, under the branch banking idea, is soelastic that possible mergers with other branch-banking institutions in the State
that have trust departments can readily be consummated. Indeed, if by new
!Pgislation national banks shall be permitted to extend their service to border
tat.es within their respective Federal reserve districts, the program of adminis-

tratn:!n and control of trust business, if desirable, could readily be adapted even
to. this new condition, subject, of course, to the varying laws of the other States
Within the Federal reserve district.
It requires no great stretch of the imagination to picture a gradual unification

9f Probate law, procedure and practice, and uniformity of inheritance-tax laws
1.11 such States, if this drastic change in our banking laws affecting branch banking
lithe national system should come to pass.

EDUCATIONAL PROGRAM FOR TRUST OFFICIALS

The problem of supplying trust executives and supervising trust officers has
been practically solved by our educational program started nearly 10 years ago
and intensified during the past 4 years. To-day it is a regular part of our routineat the head office under the leadership of veteran trust men who understand
,I3ranch banking and branch psychology and who, in addition to the burdens of
their ordinary duties, are giving generously of their own time and talents as
Professors in the great school of fiduciary science.
We realized early in the game that education was the basic necessity; educe-

"on of the higher officers, of the general banking staffs, of the advisory board
Ilienabers of each branch; also education of the public in the communities where
°or branches are located; and finally, to some extent, of lawyers by frank dis-
Flosure of our plan of operations, to the end that all of our employes, advisory
poard members and stockholders, individually and collectively, should be made
'trust minded" and "will-conscious." Commercial bankers in the past have
Side-stepped trust business because they did not understand it; and some declined
to lend a willing ear because to familiarize themselves with fiduciary service
°leant study and too much attention to technical details and legal matters that
Were not to their liking. The objective of our great State-wide campaign of
e.ducation is to make the far-flung personnel familiar with the fundamentals of
trust service—to impart to them the basic. principles of fiduciary service by
emus educational devices, such as "question and answer" courses, talks by

trust officers and trust examiners, trust literature, perennial classes at the head
°Moe, lectures, and community meetings; this program is succeeding beyond our
expectations. While this is being written, there are at our head office 25 repre-
eeqatives of various branches, some of whom have had legal training, undergoing
!tn intensive two-weeks' study of trust functions. Only a few of these men are in
the trust department of the bank; the majority of them are in the banking de-
partment. When they return to their respective branches, they will not only be
better fitted by reason of their training to appreciate trust service, but they will
Itla, 0 have absorbed some of the enthusiasm of the big city bank. The remark-

small turnover among our branch executive officers, and the promotions
torn within the organization if there be changes, make this educational effort
Well worth while. It is no reflection on the intelligence and enthusiasm and good
Will of the general personnel of our bank, now numbering 7,200 men and women,
!beluding advisory board members, that the job of "selling the trust depaitment "
to the rank and file of the bank must still go on, no matter how satisfactory our
Progress is, nor how thoroughly the trust department is appreciated.
No small role in this educational effort is played by the district supervising

tilist officer; lie is the leader and teacher as well as the trust expert, aided and
!0betted by the branch manager who is the originator of trust business at his
branch, and the efficient trust administrator when it has been placed on our books.

FINE TEAM WORK BRINGS BUSINESS

It is this fine team work that accounts for the ever-increasing record of nomina-
tions of our bank under wills, now numbering upwards of 5,000 a year; it accounts,

for the fact that the trust earnings of some of our smaller branches exceed
he earnings of their banking departments. What better encouragement can a
°ranch manager have?
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As already stated, every trust, whether private or court, is administered st
the branch where it originates. This is in accordance with our desire to give
metropolitan trust service to every community where a branch of our bank is
located.
The head office, through the district trust supervisors, maintains an indireet

control by requiring a system of reports and strict adherence to well-define!
policies. For example, Circular A-247 directs that on the last day of each
month, each branch shall prepare a "fiduciary financial statement" which must
be forwarded to the district trust supervisor who, in turn, examines it and imme-
diately sends it to the head office. This fiduciary financial statement is a trail'
script of the "trust general ledger" as of the close of the last day of the month,
showing the control accounts of all trusts handled at the branch.

Circular A-260, to cite another example, sets forth in detail the document0
that must be sent to the head office and to the district of subdistrict headquarters.

RECORD SYSTEM IN ESTATE SETTLEMENT

Whenever any of our depositors dies leaving a will in which our bank is named
executor two copies of the following documents are sent in due course to the
district or subdistrict headquarters, where they are carefully checked, altar
which one copy is forwarded to the head office for additional checking before
being permanently filed: Copies of will, petition for probate, letters testamentary,
notice to creditors, statement of publication of first notice to creditors, affidavit
of publication of notice to creditors, inventory and appraisement, all petitiees
for sale of real or personal property, all orders confirming sales, order for handl
allowance, income, inheritance, and federal estate tax returns, all accounts
rendered, petition for distribution, order settling final account and decree a
distribution, final discharge.

Likewise, when the bank acts as administrator with the will annexed, or ad-
ministrator without a will, copies of the principal documents similar to those,
above must be sent to the head office and district or subdistrict headquarters le
the same manner except, of course, that a copy of renunciation of the one entitled
to act must accompany the petition for letters of administration.
When the bank acts in other fiduciary capacities under court trusts, such se

special administrator, trustee under wills, guardian of minors or incompetents,
the relative documents must be similarly supplied to the district headquarters
and head office. '

RECORDS IN CUSTODIAN SERVICE

The service offered by trust departments of banks to act as depositary Or
custodian of the personal property of decedents for personal executors, adminis-
trators, trustees and guardians, thus effecting a reduction in the bond that mil
be required of such executors and administrators, trustees and guardians,
being appreciated now more generally than heretofore by the legal profession.
In these cases, the branches are required, pursuant to the requirements of Circular
A-260, to file in due course at the district office and at head office copies of (es)
order of court designating the bank depositary of such personal property, (b!
receipt for securities deposited, (c) order terminating depositaryship, (d) receipt
of executors, administrators, trustees, or guardians.

In foreclosure matters under deeds of trust securing loans, in cases where the
bank is not the beneficiary, copies of (a) the deed of trust and note, (6) notice
of breach and election to sell, (c) notice to trustee, (d) notice of sale, (e) affidavit
of publication, (f) affidavit of posting notice of sale, (g) copy of trustee's deed
must likewise be filed at the district offices and the head office at the proper
time.
Most attorneys comply graciously with our requests for duplicates of sil

necessary documents required by our plan of district and head office control'
thus eliminating much copy work in our own offices.

SYSTEM OF TICKLER CARDS

In order to assure our receiving copies at appropriate times, and to maintail
a check on the various necessary steps in probate and other procedure, so OP
there shall be no failure on our part to comply with the laws governing the
administration of court trusts or our duties in other respects, a system of tickle
cards has been set up at the head office and at district or subdistrict offices, .0!
which are printed (a) trust number, (b) name of depositor, (c) capacity in whim'

 dab
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We are acting, (d) the list of important documents described above, and (e) two
blank columns to the right of each card, respectively, headed "Date due" and
"Date received."
For example, when the district office (or head office) receives notice of the death

of one of its clients, leaving a will in which our bank is named executor, the card
headed "executor" is immediately filled in by inserting the trust number, the
name of the decedent, and the approximate dates when the various documents
Should be filed.
The opening record card and a copy of the will should be received almost

irnmediately after receiving notice of death of testator; a copy of the petition for
probate of will, within 30 days; letters testamentary, within 30. days; request for
income tax determination should be submitted to the internal revenue collector
iMmediately upon receipt of letters testamentary; notice to creditors should be
Published immediately upon issuance of letters testamentary; statement of pub-
lication of notice to creditors should be filed within 30 days after date of issuance
of letters testamentary; preliminary report for Federal estate tax (where neces-
sary) must be filed within 60 days from date of death; inventory and appraise-
Ment should be filed within 90 days from date of issuance of letters testamentary;
rePort, of inheritance tax appraiser and determination of „inheritance tax should
he filed within six months from date of death so that the tax may be paid and the
Per cent discount taken advantage of; Federal estate tax returns should be

flied within one year from date of death; final account and petition for distribu-
tion should, ordinarily, be filed immediately after time for notice to creditors
'ins expired; decree of distribution should be received within a reasonable time
thereafter, and decree of final discharge should be received shortly after that.

All dates are, therefore, listed in the first column under "Date due," and the
card is placed in the tickler file and will automatically show up on the date first
,50Pearing thereon. . In each instance, the dates are far enough in advance so asto enable us to write to the branch that a certain document should be filed on
a certain date. This is followed up if necessary until a copy of such document
is received by the district office and the head office. When such document is
l'eeeived the date of such receipt is entered in the second column under "Date
received," and the card is immediately placed in the tickler file under the next.
following date and so on until all documents have been received.

It is conceivable that there may be documents filed in connection with any
estate, the titles of which do not appear on these cards, such as petitions and
orders for sale of property; any extraordinary proceedings, etc. In these cases,
it is usually easy to obtain a copy of the respective documents without delay and
Without the necessity of a follow-up.

FILING OF TRUST AGREEMENTS

This same official circular (A-260) requires the filing of copies of all private
trust agreements and declarations of trust. Practically all private trust agree-
Merits and declarations of trust are prepared at our head office, although many
such documents, especially subdivision trust agreements or declarations, are
drafted at our Los Angeles main office; but whether prepared by us from data
sent us by the district offices or elsewhere, all such agreements and declarationsare reviewed at the head office, where one copy, after execution of the trust,
Must be filed. The original executed copy remains at the branch where the
setlor transacts his business, the duplicate original is handed to the customer.
Notarial acknowledgments of the signatures of all parties to such documents
Must be affixed to original and duplicate copies.
Advances to trusts, both private and court, are charged to a specific fund of

T100,000 of the bank's capital set aside for this purpose. Branches are author-
ized to draw against this fund up to the amount allocated to them by the head
office, and are required (Circular A-256) to send, each night, to the head office9r to the district or subdistrict headquarters, as applicable a report of any change
in the title of "Advances to private trusts" or " Advances to court trusts."
including full particulars. Should it become necessary for any branch to make an
advance to either a court or private trust in excess of the authorization for that
particular branch, head office, upon application, increases the allocation to thisi).ranch and reduces the allocation of some branch not requiring advances for thetime being, thus obviating the necessity ,of increasing the total fund in excess
Of $100,000. Under no circumstances are our In *inches permitted to carry any
funds in these accounts beyond the total amount authorized for the branch, nortniltany loans to beneficiaries or setlors of such trusts he carried under these
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SUPERVISION OF ESCROWS

Supervision of escrows is committed to district and subdistrict headquarters
where copies of (a) escrow agreements, (b) any amendments thereto, (c) assign-
ments thereof, must be filed.

All stocks and bonds held by branches in their court and private trusts must
be repotted to the head office trust department through district or sub-district
headquartes on a special form provided for the purpose, on the fifteenth of each
month from the "Asset ledgers." If there has been no change since the last
repoit, the form must nevertheless be returned, marked "No change" (Circular
A-272).

All uninvested cash held by branches in court and private trusts must be re-
ported at close of business on Friday of each week from trust cash ledger sheet.
to the head office through district ot subdistrict headquarters, as applicable.

REVIEW OF SECURITIES AND INVESTMENTS

The review of securities and the investment of cash requiring investment are
undertaken at present, by three subsidiary committees, composed of executive
trust officers and other branch executives, operating, respectively, at San Diego
for the San Diego district, which includes the extreme southern section of the
State; at Los Angeles for the metropolitan district of Les Angeles, including such
cities as Long Beach and Pasadena; and at head office trust department for the
balance of the State. The proceedings of these meetings are set forth in formal
minutes, forwarded immediately to head office in San Francisco for final action
of the director's committee. Additional investment committees for the invest-
ment of trust funds and the audit of securities will be appointed for other sections
of the State as conditions may require.
When it is found that there are uninvested cash funds available for invest-

ment in any trust, the branch, at which the trust is administered, reports such
fact to the district trust supervisor, who forwards such request to the office where
the truit investment committee functions, together with a statement of facts
concerning the particular trust, accompanied by his recommendation as to the
nature of investment which he deems appropriate. This matter is then sub-
mitted to the proper subsidiary investment committee, which meets as often as
is necessary. This committee decides upon the nature of the security to be
purchased as an investment for the trust, taking into consideration the purpose
of the trust, the existing assets, the ages and other sources of income of the
beneficiaries, the date of termination, and other pertinent facts. Thereafter, the
action of this committee is reviewed by the directors' investment committee of
the bank for final disposition. In practice, the directors' committee rarely'
reverses the judgment of the subsidiary investment committees, as the bank's
policy with reference to investment of trust funds and the kind of securities to
be selected is well know and established. So there is no undue delay in promptly
investing cash funds in suitable securities.

ALLOCATION OF PROFITS

The question of allocation of profits, when business originating in one branch
is administered at another, is generally settled by inquiry into the merits of each
case separately. However, as a general rule, when a will is obtained by one
branch and later probated at another branch, because of change of residence
of the testator, or for some other reason, the originating branch receives 25 per
cent of the fee collected by the administering branch.
Time will not permit further detailed description of the operation of trusts at

branches and the supervision exercised by district headquarters and the con-
trol maintained by the head office at San Prancisco, to assure faithful and accu-
rate service.

Besides the examinations and audits made by the trust examiners of the trust
districts and the periodic examinations made by the national-bank examiners
and by the office of the superintendent of banks of the State of California which
has jurisdiction over the operation of trust departments of all State and National
banks in our State, the general auditors of the bank conduct rigorous audits of all
trust department records at the head office and the branches. Under such rigid
supervision it is not likely that deliberate neglect in administrative service Is
possible.

It is plain that the trust operations at our branches are safeguarded in every
possible way. In fact, our bank may be visualized as operating unit trust de-

1
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Partments in every branch where court and private trusts are being adminis-
tered; yet the units themselves are grouped together in districts under the di-
rection and supervision of the district trust officers, who must look to the head
office in San Francisco for general policies and practice.
There is no dearth of potential trust business in the rural districts of our

State. Our out-of-town branches, under capable trust district administration,
will serve the public in rural districts satisfactorily and profitably, and will do

to make our State thoroughly "trust minded," thus stimulating trust
business for the other large banks of our State that conduct trust departments.

COOPERATION WITH LAWYERS

Our relations with lawyers for the most part have been highly satisfactory.
,Iiitagonisms of the past have been largely dispelled because the members of
!Ale bar are now thoroughly aware of our desire to work whole-heartedly with
them, rather than against them. Our former president and now chairman of
our advisory committee, James A. Bacigalupi, himself an outstanding attorney,

e Personally assured the lawyers of our State, in his many eloquent public utter-
re ances, that our institution will always scrupulously respect the rights of attor-
D neYa and their relations with their clients, and will retain the services of any

[18 reputable attorney who refers any business to out bank.
h , In conclusion, may I refer to the report of the public trust officer of New
Le 4 aland for the year ending March 31, 1929, which recently reached me? It
il discloses the fact that the office "has branches and agencies in 110 cities and
O towns throughout the country," where trusts are handled in much the same
t Manner as in our bank; that "the value of estates and funds under administration
03 ,°,11 March 31, 1929, was 48,334,790 pounds sterling" (nearly $250,000,000);

l'ilat "during the year wills numbering 6,053 were deposited with the public
i trustee"; that on March 31, 1929, "62,841 wills of living persons were held in
h safe custody"; and that during the year "3,508 new estates and funds of a total
e yalue of 7,091,350 pounds sterling (nearly $35,000,000) were accepted for admin-
8 latration." The report also showed that "the wills on deposit represent prospec-
e tIve business worth over 250,000,000 pounds sterling" (over $1,250,000,000).

I look forward to the time, even though perhaps comparatively few years may
s Yet be allotted to me, when the great branch banking institutions yet to come,
e of which the few now in existence are but the forerunners, located in every
O strategic financial center of our country, will not only disclose records as monu-
e mental as those that I have just quoted but what is more important will give to
e finance a new dignity and a nobler objective, offering to every community in our
of country, near and remote, the safe and dependable service of the corporate trustee
)5 

and the ministrations of trust-minded bankers and sympathetic trust officers.

o
Y

Mr. Chairman, ladies and gentlemen, I have been asked to address myself this
morning to a brief consideration of the growing importance of the trust depart-
ilmelit in the modern bank.
My only warrant to speak to you with any degree of authority upon this subject

must be found in the fact that I began my banking career, a little more than a
,tlecade ago, as the organizer and manager of the trust department of my institu-
1'h:in, having been chiefly attracted to the work by a keen appreciation of the
ljninense potentialities of trust company service. While it was not my good
?ortune to remain in intimate association with this newer phase of the banking
usiness for More than a few years, I have never relinquished my warm initial

Interest in its development, and have consequently followed its progress with
ever-increasing conviction and delight.
The outstanding and unmistakable impression that even the most casual

9bserver receives to-day when contemplating the ever-broadening opportunities
Or genuine and helpful corporate trust service to the public, is that of marvelous
growth.

shall not burden you by a long recital of statistics, but I deem it opportune
5'0 cite just a few pertinent facts in support of the proposition that trust business

the United States to-day—both potential and actual—is increasing at a
tremendous rate.
, A nation-wide survey conducted by this the trust company division of the
American Bankers Association has disclosed the fact that there are to-day
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approximately 3,500 qualified trust departments of banks in our country as
against only 14 in 1870; that the majority of the trust companies or active trust
departments of banks in this country in operation to-day have been established
since 1915; that over 20,000 officers and employees of banks in the United States
are to-day devoting their full time to the handling of trust work, and that fully
45,000 Americans chose a corporate executor or trustee during the past year alone.
From the recent report of the Comptroller of the Currency, in which trust

findings from the bank call of June 29, 1929, are summarized, we are struck by
the following significant figures:

There are to-day in operation in the United States 1,734 trust departments of
national banks alone, managing 75,988 individual trusts, representing assets in
excess of $5,237,000,000—a gain of 359 per cent in such assets and of 191 per cent
in the number of such trusts since 1926. The assets under corporate trustee
ships in national banks aggregate more than $7,370,000,000—a gain of approxi-
mately 200 per cent over similar assets in 1926. This is indeed a remarkable
showing, particularly when cognizance is take of the fact that until the compara-
tively recent enactment of the Federal reserve act national banks were not per-
mitted to exercise trust power.
In a recent address the Hon. Joseph S. McCoy, United States Government

actuary attached to the Treasury Department at Washington, D. C., revealed
the significant fact that approximately 400,000 estates, representing assets Of
over $5,000,000,000, are now probated annually, and that about 60 per cent
of this vast sum, or over three billions for the year ending December 31, 1927,
belonged to estates administered in only five States of the Union, namely, New
York, Pennsylvania, Illinois, Massachusetts, and California.

Statistics recently released in the States of Massachusetts and Pennsylvania
—the only two States in the Union which publish consolidated statements of
trust funds held in all trust companies or trust departments of banks, both State
and national—show that the total trust funds administered by banks in Or
State of Massachusetts in 1900 amounted to about $14,000,000, and that in
1929 this volume has grown to the imposing figure of $600,000,000, while in the
State of Pennsylvania the total funds held in all banks in 1900 approximated
$500,000,000, and that in 1929 this volume has increased to the staggering figure
of more than $4,000,000,000.

And now, for your greater edification, permit me to conclude these citations
with a passing reference to just one type of corporate fiduciary service which has
only lately sprung into being, but which promises, if intelligently and diligently
cultivated, almost unlimited possibilities—I allude to the life insurance trust.

Life insurance, like a great giant that has but lately found his stride, increasing
by leaps and bounds because of the realization that insurance of human lives must
be viewed as to its objects in terms of income rather than of principal, now looks
to the corporate fiduciary as the complementary medium for the complete
fruition of its purpose, because life insurance without a concomitant conservation
plan—so that the beneficiaries may be the better protected and their comforts
and independence the better assured—fails of its essential destiny.

It is of immense significance, therefore, that in the United States to-day there
are in force nearly $100,000,000,000 of life insurance; that this is now increasing at
the rate of $10,000,000,000 a year, and that life insurance companies, during 19*
paid out in cash total claims calculated to be in excess of $700,000,000. It is
estimated that of this huge sum of life insurance in force to-day, only $2,000,000-
000, or 2 per cent of it, has as yet been lodged with American trust companies
under agreements of trust; yet more than five hundred millions so held or in
excess of 25 per cent of this total was trusteed during the past year alone.

Impressive as these figures are—in my humble opinion—they do not begin to
reflect the true measure of the immense resources awaiting trust companY
management in America.
At this juncture, however, it behooves us to pause a moment to seek and to

firmly establish in our minds the real reasons for this recent phenomenal popu-
larity, throughout the country, of corporate trust service.

In the first place, the wealth of the American people has grown apace during
the past 15 years with the ever-increasing prosperity of our great country•
This unprecedented rapid enrichment of so large and widely scattered a proportion
of our people—theretofore almost total strangers to the intricate science of safe
investment, conservation, and transmission of so much newly acquired wealth--
rendered it not only advisable but most necessary that they should seek the
guidance and the cooperation of some trusted, wiser, and better qualified friend
or acquaintance.
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th!n the second place, be it said to the enduring credit of our banks engaged in
field of fiduciary service, the American people have been gradually and are

now being more rapidly, led to understand and to appreciate the overwhelming
Superiority of corporate trust service. Our people are coming more and more to
realize that whether the qualified bank act as custodian of securities, or as escrow
hOlder; or as the executor or trustee under the will of a decedent; or administrator
21 yls estate; or guardian of the estate of a minor or incompetent; or trustee of a
living trust with all the wide ramifications of custody and investment manage-

rent that modern finance implies; or trustee under corporate hypothecations
r the protection of bondholders; or registrar of stock to safeguard the share-

holders against overissues; or transfer agent to facilitate the issuance of stock in
eOnformity with the rigid rules of our stock exchanges—in fine, that in all of its
Wide range of endeavors, the underlying principle of corporate trust activity is
conservation, protection, painstaking, and efficient service, cordially, conscienti-
ously, and constantly supplied. Schooled in the practice of probate law; expert

financial matters; familiar with the handling of stocks, bonds, real estate, and
aIe insurance; functioning at times as an investment committee for the speedy
and safe investment of trust funds; auditing and revising at other times the
Becurities left by a testator or subsequently acquired and held in trust; using
the bank's superior credit information, always ready at hand, to pass judgment
°,11 questionable notes and other evidences of debt; having at instant command
me combined experience of seasoned bankers to solve the ever new and intricate
Problems of modern taxation and finance; available at all times during business
flours; never incapacited by illness or absence, and enduringly strong as to
financial responsibility—the qualified bank as executor, trustee, guardian, or
depositary stands conmianding and paramount in the field of fiduciary service.

Verily, in this new era of massive industrial and commercial structures; in
day of our complicated and highly specialized civilization, departmental

unancial emporiums are inevitable, and the one big opportunity of banks for
further profitable development and of public benefaction lies in the field of trust
service.
, Having established the growing recognition of, and the ever-increasing demand
t9r, corporate fiduciary service, it would seem to follow that every bank of any
Size or importance in our country should seek to equip itself to handle trusts.
It should do so not only because of the material profit to be directly derived
from a trust department when once well organized and properly developed, but
also because such a department will insure the retention of a bank's depositors
Who might otherwise be attracted to a competitor in their search for this service.
It is not only advisable, but important, therefore, to regard the trust department
48 a most effective cementer of a bank's general business. It operates at once
to retain present depositors, and the likelihood of retaining the patronage of their
succeeding generations is not only a reasonable expectation but almost an
absolute certainty.
This leads us to a brief consideration of what should be the proper attitude of a

bank's general management toward the trust department.
In the first place, as I view it, the trust department should be regarded neither

,as an "ornament" nor as a "side show." The modern bank should see to it
that its trust department is placed at least on a par, both as to prominence and
IPPortance, with its general banking departments; it should exercise great
?a, ligence and care in the selection of its trust officer; it should not relinquish
I ?3 initial interest in the department or cease its cooperation with its trust execu-
tive after his selection; it should not leave the development work to the depart-
fluent alone, but every general officer and employee, under the guidance of the
trUst officer, should at once undertake to learn enough about the broad functions
0I-the department and the superiority of its service so as to be able to recognize
and to intelligently direct a prospective piece of trust business as soon as it
a,PPears; and above all, its general management should be patient and tolerant in
its expectations of huge profits.

It frequently happens that trust departments are tucked away in the basement
Or in some other remote and inconspicuous place in the bank, and that little or no
effort whatever is exerted on the part of the institution's general officers or con-
tacting personnel to feature or to build up the new department. Dissatisfaction
or disappointment is then later expressed because of the slowness of the progress
tnade, and erroneous appraisements are Indulged in regarding its worth and
Potentialities. In this day of hurry and scurry the uninitiated public must be
sold on everything new, and the only way to get over the message that a new
service has been added by a bank is to feature it strongly, both in the prominence,
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propriety, and attractiveness of its quarters and in the bank's campaign of
publicity and advertising.
A bank, therefore, should not elect to enter the trust field unless it intends to

make the trust end of its business a major department of the institution. In the
establishment of a trust department, a bank's first concern should be to so equip
and develop it as to be prepared to render a type of service that will insure the
highest degree of safety and satisfaction to its customers and thereby reflect
credit not only upon itself but likewise upon every other trust company and trust
department in the country.
And in this connection, I am pleased to proclaim—to the enduring credit and

honor of this country's banks which have already entered this fertile field—that
no charge of negligence or loss has ever been successfully prosecuted against anY
bank engaged in the administration of a. trust. This is, indeed, an enviable
record and one which we must jealously maintain.
As to the selection of a suitable trust officer, too much emphasis can not be

laid upon the essential qualities which he should possess. He should be, above
all, a man of recognized sterling character, and in addition should possess execii-
tive ability, initiative, sound judgment, a fair knowledge of banking, investments
and law, and be blessed with some imagination and plenty of soul. The quest
for such a man may, on first thought, seem almost hopeless, and in candor
it must be admitted that it is no easy task to find one—not already a trust
company employee—who will at once measure up to all of these exacting
requirements.

I think that the experience of my institution in this particular is eminently
pertinent, and I therefore make bold to cite it. We are to-day exercising true
functions through every one of our 292 offices, spread over 166 cities of Cali-
fornia, and, with but a scant half dozen exceptions, every one of our trust men
and women have been developed within our own organization. Our trust de-
partment is only 12 years old and the major part of its development, both as to
business and personnel, has taken place within the last six or seven years. We
first chose intelligent men and women who possessed the natural qualities set
down among the requirements I have here enumerated, and then we set to work
building them up in the qualities or essentials which they lacked but which are
readily attainable and acquired through application and study. We have made
lawyers out of bankers and bankers out of lawyers, and in not a few instances
we have made both bankers and lawyers our of just plain good men and women.
My successor as the head of our trust department, was neither a banker nor a
lawyer when he first joined our institution in 1918 and entered the trust depart-
ment in 1920. I had, however, known him at college and had long admired him
for his excellent qualities of mind and heart. By dint of appplication and obser-
vation he has proven himself a master in the science of fiduciary service, having
served as chairman of the trust section of the California Bankers Association
and delegated to represent it at this convention as vice president for Californi.
He has gradually. developed an exceptional personnel, ever keeping his organi-
zation in step with the growth of our trust business, so that while the department
did not begin to show material profits until about seven years ago, he nevertheless
kept it "in the black" practically from the very beginning of his administration.
He has also, in the interim, personally supervised a systematic campaign of edu-
cation in the matter of trust company functions, among our directors, advisory
board members, general officers and employees throughout the States, and stanc.ls
ready to-day to intelligently, safely, and efficiently care for, through his splendid
department, the ever growing volume of trust business which is being influenced
to our institution.

It has been nay observation that while some uninitiated bankers are inclined
to underestimate the importance of the trust department, more of them are
prone to expect too much from it, too soon.
The trust department is in truth a potential gold mine which offers almost

inexhaustible possibilities as a profit maker, but it requires much intelligent,
painstaking and constructive effort and plenty of patience and cooperation
before pay dirt is struck. I offer this out of sympathetic regard for such unfor-
tunate trust officers as there may be in the country to-day whose superior gen-
eral officers may be a little too restive and unreasonable at times in their ex-
pectations of immediate fabulous profits. I have known some managers of
trust departments who have been driven, because of this unwarranted clamor
for immediate and larger profits, to knowingly accept trusts fraught with the
probability of most disastrous liability to the hank. This .of course should not
be. A bank's first concern in the operation of a trust department should be
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to Maintain the highest and safest standard of trust service, and this can only
13e done by carefully scrutinizing every bit of trust business before accepting

and by careful and expert handling after it has been undertaken.
A As to what would be reasonable to expect by way of profits from a trust
u,ePartment, I believe it to be the consensus of men qualified to voice an opinion
tnat normally no profit should be expected for at least the first five years of
°Peration, and that in cases where such a department has been established
9,v er a period of years and has succeeded in building up a *volume of business,
should attain an operating ratio of at least 50 per cent, so that of every dollar
cen in at least 50 cents should represent the net profit to the institution.
he potentialities for profit from this source, over the years, may therefore be

Said to be most encouraging and practically unlimited.
In this day of keener banking competition and the insatiate demand of the

public for more and varied gratuitous personal service, it is not only advisable
143ut almost necessary that banks turn to this newly cultivated field of the
trust department as a certain and most effective means of restoring narrowing
uanking profits.
Another intriguing feature of corporate trust service, in addition to the most

ftPPealing human side of the business lies in the fact that the idea of competition
Is supplanted by the idea of cooperation and that in the trust business there is
no competition in the real sense of the term. In other words, every success
chieved and work well done in this field by one bank inevitably inures to the
uenefit and profit of all. This great service needs only to be understood to be
appreciated, so that the sooner its message can be spread among our bankers and
he Public generally, the greater and the more enduring will its importanceoeceme.
Let us, therefore, acknowledge the ever-growing importance of the trust

department in the modern bank; let us strive to give it its proper place of impor-tl
ance in our institutions. Let us be unfailing in our efforts to hold high the type9f our trust personnel and to keep excellent the character of the service rendered;

let us resolve to ever put quality above quantity and safety above profits in our
Pursuit of this most interesting and helpful humanitarian feature of our banking
service; let us never fail in our willingness and eagerness to sympathetically
Cooperate with our trust officers in the discharge of their trying and most impor-
,utnt responsibilities; let us not be niggardly in our educational efforts to make the
reat American people "will conscious" and to bend the public attitude toward
'trust mindedness"; and then, and only then, may we hope and confidently
Pect to reap our reward a thousandfold, a reward not only in dollars and cents,

oUt—what should be of infinitely greater satisfaction to us as the favored recipi-
ents of such boundless confidence—in the abiding appreciation and undying
gratitude of generations yet unborn.

Mr. BACIGALUPI. Exhibit 0 comprises two tabulations showing,
alnong other things, that an original investor in one share of Bank of
Italy stock in 1904 who exercised all of his rights to purchase addi-
tional shares when issued, would have invested, up to and including
January 25, 1930, $54,510 and would now own 3,469 shares of Trans-
america Corporation stock (provided he has exercised his privilege
to exchange his Bank of Italy stock for Transamerica stock). Figured
at the present market value of $44 per share, his shares would have a
value of $152,636, equivalent to an average cost of $16 per share, and
representing an unbooked profit of $98,126, or an average profit of
828 per share. He would further have received dividend payments of
$22,563. The combined profit from appreciation in market value of
Shares held with dividends received totals $120,689. This amounts
,!.,0 an average total profit of $35 per share purchased, equivalent to
419 per cent return for the period on the actual investment, or an
average profit of about 9 per cent per year.
(Exhibit 0 referred to is here printed in full, as follows:)

100136-30—voL 2 PT 11-0

;
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EXHIBIT 0 .

Table showing the status on January 25, 1930, of an investor who purchased 100

shares of stock in the Bancitaly Corporation on the date of organization 001
exercised all his rights to purchase additional shares

I

Date I

,
,

Total shares

Approxi-
mate
market
value

Shares
rights

Nuns-
ber

purchased
exercised

Rate

with

Cost

Total cash
invest-
ment

I
1

Dividends

Num-
ber

A pproxi-
mate

market
price

Rate Amount T

I
June 30,1919 100 $100. 00$10, 000.00 $10,000.00', 
Dec. 30, 1919   $3.00 $300.
June 30, 1920  105.00 10, 500. 00  3.15) 300.
Dec. 31, 1920  3. 50 350.00
June 30,1921  110.00 11,000.00 3)0 350.00 1.
Dec. 31,1921  3.00 (50.00 1,
June 30, 1922  115.00 11,500.00 3.50 350 . 00 2,
Dec. 31. 1922 ' 3.50 3.'0. 00 ''.
June 30,1922 , 200 121.00 24, 200. 00 1006115.00$11, 500.00 1 21, 500. 00 4.0)) 400.155 72,
Dec. 31, 1923  4.04) •00. 00 3,
June 30, 1924  120. 00 24,000. 00 4. 00 MO 00 4,
Sept. 30, 1924   1 2. 00 400. 00 4,
Dec. 31,1924  2.04) 400.10 5,
Mar. 30,1925   2(1) 400. (2) 5,
June 30,1921  209.00 41,800.00  2.00 400.00 5,
July 3,1925 229 29 160.00, 4, 640. 00 26, 140.00 
July 10, 19/5 258 29 185 5, 365. 00 31, 505. 00 I 
Sept. 30,1925   2.25 180.50 6.,
Dec. 31, 1925   ,  3 5.25 1, 354. 50 7,
Mar. 30,1926 387 129 22.5.00 29, 025. 00 60, 530. 00 2.25 580.50 8,
Apr. 10,1926 1,935 (21)  1 
June 30,1926 , 79.00 152, 865.00 .56 1.083. 60 9,
Sept. 30, 1926  . 56 1, 083. 60 10,
Dec. 31,1926 2,056 121 85

1 
10
' 

285. 00 70, 815. 00 .56 1, 083. 60 11,
Mar. 30,1927  .56 1, 151. 36 12,
June 30,1927 2,467 120. 00296, NO. 00 411 100.00 41, 100. 00 111, 915.50 .56 I, 151. 36 14,
July 29, 1927 3,453 90. 00310,770. 00 (29  
Sept. 24, 1927 3,945   (3e) (4)
Sept. 30, 1927 3,946  540, 602. 00  (5) .56 1, 933. 68 15,
Dec. 31, 1927
Mar. 31,1928

3,946
3,946 

137. 00  
•  

. 56

.56
2,209. 76
2,939 76

18,
20,

June 30,1928   I .56 2, 209. 76 22,
Sept. 30,1928   I .56 2, 209. 76 24,
Oct. 31, 1928 6 3, 946 (11) (22)
Nov. 1,1928 9 4, 093 125. 00511, 625. 00 
Jan. 1, 1929 56 2, 209. 76 ...,
Apr. 15, 1929.  135. 00552, 553. 00 
Apr. 25, 1929.  

Do 4 4133 (16) 552, 555.00 
C0

 111,915.00  
1.00 4,093,00 31,

31,
July 25, 1929_

Do 
4133  

'°4174 145. 00593, 485.00  I  III, 915. 00  
1. 00 4, 133. 00 35,
 35,

Aug. 23, 1929_ 4174 154. 00642, 796. 00  111, 915.00  225,093.00 40,
Sept. 10, 1929_ 21 1.0435 65. 00678, 275. 00   III, 915. 00   40,
Oct. 25, 1929._

DO 
23 10539 65.00685, 036. 00  111, 915. 00  

(14) .40 4. 174 00
 40,

44.

(at

.00:Oa
;oft 00
95(1.00
300.00
4150.00
(530.00
350 w
750.00
550 0°
550, 0°
750 0°
ma 00
55a 0090, 00
.....

886.00
40A 50

632. 70
716.0u
sat°
01902
....

162.46
37232
$81.98
7(21.74

ofn:-515

094. 55
094. 50
0,7. 50
727,7. 50
320. 50
3•20. 50
320. 50
414. 50

100 per cent Increase in capital. Sold 90,000 shares in odd lots to stockholders over varying periods 03
prices averaging $115 per share of new stock for each share formerly held.

2 Dividend changed to quarterly basis.
Christmas dividend $3.
1 new share for each 7 held to stockholders of record this date.

5 This dividend voted on 3,463 shares to stock of record Sept. 15, 1927.
Transamerica conversion, I for 1.

7 Stock dividend 1-40; 1 share of Bank of America for 40 shares Bancitaly Corporation. Later converted
Into Transamerica stock on basis of 1 shore of Bank of America for 1% shares Transamerica Corporation.

Dividend amount changed to $1 and date forwarded to Apr. 26, 1929. First Transamerica dividend.
Stock dividend 1-100.

1‘2 Stock dividend 1-100.
11 Intercoast warrants issued on basis of 1 for 9 (rights to subscribe 10 463 shares on basis of 4,174 shares

as of July 25, 1929). Selling price of rights, $11.
150 per cent stock dividend on stock of record July 25, 1929. (4,174 shares).

19 1 per cent stock dividend on stock as of record Oct. 5, 1929. (10,435 shares).
55 Dividend changed to $1.60 on basis of 40 cents per quarter. On stock as of record Oct. 5, 1929.
15 Stock dividend (1-100).
15 2.5 per cent stock dividend and par reduced to $25.
40 per cent stock dividend.

13 1434 per cent stock dividend.
26 Trans-America conversion.
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Table showing the status on January 25, 1930, of an investor who purchased 10t)
shares of stock in the Bancitaly Corporation on the date of organization emu
exercised all his rights to purchase additional shares-Continued

Da

Total shares Shares purchased with
rights exercised Dividends

Total cash
A

A pproxi- A pproxi-
invest-
ment

Num-
ber

mate
market
price

mate
market
value

Num-
her Rate Cost Rate Amount Total

1929._ 10960 $6.5. 00$712,400.00 ii 421 $55. 00$23, 155.00$135, 070.00  $44, 494. 50
1930._ 10960 712,400.00  135, 070. 00 $0. 40$4, 384. 00 48, 878. 50. _ .... 1611069 44. 00 487,036.00  17135,070.00   48,878. 50

Rights to purchase additional shares of new Transamerica stock to be issued Nov. 20, 1929 to stock-ers on record Nov. 5, 1929. Basis of rights 1-25; rate $55. The value of the stock acquired through
Ye) Sing these rights is shown as the price prevailing on Sept. 24, 1929.
titock dividend (1-100).
Average cost per share, $12.20.

SUMMARY

e,Eleven thousand and sixty-nine shares of Transamerica Stock worth $487,036 have been secured for
795,070 equivalent to an average cost of $12 per share, and represents a profit of $351,966 at the market pricekup4 a share, or an average profit of $32 per share-including the dividend payments of $48,878.50, the combined profit from appreciation in market value
lb 

Shares held, with dividends received totals $400,844.50. This amounts to an average total profit per
are Purchased of $36, or 300 per cent for the period. This would average approximately 27 per cent a year.

Table showing the status January 26, 1930, of an investor who purchased one share
of stock in the Bank of Italy on the date of organization and exercised all his rightstO purchase additional shares

9et, 31
June30
bIC . 31June 30

Pee. 31
;stifle 30
rue:6 3301

C. 31•une 30
Pee. 31
;1111e 30
AJee. 3

'Lune 30
rweaet.3 3301

Pee. 31
;tine 30
4-•ee. 3iJune 30

14c. 31June 30

Pee. 31
• tine 

30,
Pee. 31.one

pee. 31
-urle 30'

'Pee. 31,1101 

30,Pee. 31,ta 1141 30

D

IC. 31,• one 
30'Pee. 31,• One 
30'/3ee 31,

Utia 30 

Includes special dividend July 14 of $7.50.

Date

Shares acquired
through exer-
cising rights Total

shares
acquired

Total
invest-
ment

D iv 'clends

Ratio ol
capital

Num- Cost per to date to date Total to increase
ber share R ate

date

1904 1 $100.00  
, 1905 $2. 50 $2. 50  
. 1905 1 $105.00 2 205. 00 2. 50 5.00 2-3
.1906 2.50 10.00  
, 1906 . .. -------------------- 2. 50 15. 00  
.1907 2.50 20.00  
, 1907 ------------------------------------------------ 2. 50 25. 00  
, 1908 i i io. ixi ; ii,i. 06 2.50 30.00 2-1
, 1908 ------------------------------------------------------------ 3. 00 48.00  
.1909 3.00 64100  , 1909 
, 1910 - ----------------------

--- - ----- 3.00
3. 00

84.64)  
102.00  

, 1910 3.00 120.00  
, 1911 

------------------------------------------------------------ 3' °° 138. 00  
1911_ ----------------------------------------------------------- 3. 00 166.00  

. 1912 ------------------------------------------------------------ 3. 00 174.00  
1912 - ------------------- 3. 00 192.00  

, 1913 1 130.00 7 775.00 3.00 210.00 1-4
1913 ----------------------------------------------------------- 3. 00 231.00  
1914 ----------------------------------------------------------- 3. 00

252. 00  
1914 3. 00 275. 00  
1915 3 130.00 10 1, 165 3.00 294.90 3-5
1915 ------------------------------------------------------------ 3. 50 329.00  

11991166
 ________________________________________________________________________________________ __________ __ 33.. 6050 304.00  

399. 00  
1917 5 1;10. 60

i_ .5.. i_:_i_ti_i

3. 50 434. 00 1-2
1917 10 147. 50 25 3,340 3. 75 490. 25 2-3
1918 3.75 584.00  
1918 3.75 677.75  
1919 5 150.00 30 4,090 4. 00 777.75 1-5
1919 ____________________________-____, „ , _ , ________ _____- _ . _ 5. 00 927. 75  
1920 5 160.00 35 4,890 1 12. 50 1,302. 75 1-6

10 165. 00 45 6, 540  2-7
1920 6.00 1, 572. 75  
1921 5 200.00 - 50 7,540 6.00 I, 842. 75 1-9
1921 6. 00 2, 142. 75  
1922 25 200.00 75 12,540 6.00 2, 442. 75 1-2
1922 6. 60 2, 937. 75  
1923 6.60 3. 432 75  
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Table showing the status January 25, 1930, of an investor who purchased one share
of stock in the Bank of Italy on the date of organization and exercised all his rights
to purchase additional shares—Continued

Dec. 31, 1923 
Mar. 5, 1924 
June 30, 1924 
Dec. 31, 1924 
June 30, 1925 
Dec. 31, 1925 
June 30, 1926 
Dec. 31, 1926 
Mar. 21, 1927
June 30, 1927 
Sept. 30, 1927
Oct. 25, 1927 
Dec. 31, 1927 

Do 

Date

Shares acquired
through exer-
cising rights

Num- Cost per
ber share

Total
shares

acquired
to date

Total
invest-
ment
to date

Dividends

Rate Total to
date

6
6

$200.00
225.00

81
87

$13,740
15,090

12
24

250.00
450. 00

123 (4)

99
123

'492

18,090
28,890

615

Mar. 31, 1928 
May 5, 1928 
June 30, 1928 
Sept. 29, 1928 
Oct. 31, 1928 
Nov. 1, 1928 
Dec. 31, 1928 
Apr. 25, 1929 

Do 
July 25, 1929 

Do 

102 180. 00 717

717

47, 250

47, 250

1, 255
1, 282

$6.75

6.75
7.00
7.00
7. 75
8.00
9.00
4. 50
1.31
1. 31

1.50

Ratio of
capital
increase

83, 939. 00 ----- ;

4, 445. 25 14"
5,034. 25 ------
5, 863. 25 --------
6,337.50 --------
7,035.50 1-,
7, 924. 50 fre

8, 478. 00 ------ "
9, 122. 52 --------
9,767.04

--- -•
--------

10,689.54 -----

1.50

1.50
11 2. 00

Aug. 23, 1929 
Sept. 10, 1929 
Oct. 25, 1929 

Do 
Nov. 5, 1929  132
Jan. 25, 1930 

Do 

if 1, 295

11 1,308
1,308

11 3, 270
11 3, 303

--- 1165 -
'1.00

47,250
47, 250
47, 250
47, 250

1, 3, 435 54,510

74 3, 469

11,765.04 --------
11,765.04 ------"
12, 840. 54 -
14, 274. 54 ..

-----------
-----------------

15, 708. 54
16, 990. 54 ------
  -------

1. 00 16, 285. 54 ------

  le 19, 880. 54 - 
--- -*

----- •'
------------------------------

--- --
".40 21, 188. 54 ------

21, 198.54 1-4"
.40 25, 562. 54 --------
  22,562.54 ------

Average cost per share to stockholder, $15.71.
Quarterly hereafter.
Stock split 4 for 1, par value reduced to $25.

4 25 per cent stock dividend.
'Special 50 cents dividend on national Bank Italy profits.
Transamerica conversion, 1% for 1.

7 Stock dividend, 1 for 40; a share of Bank of America for 40 shares of Bank of Italy stock. Later c011"
vetted into Transamerica stock on basis of! share of Bank of America for 1M shares Transamerica CorPora.
don stock.

Dividend changed to $1 and date forwarded to Apr. 25, 1929.
Stock dividend, 1 per cent.

11 Intercoast warrants issued on the basis oft for 9 (rights to subscribe to 145 shares on basis of 1,308 share,
as of July 25, 1929); selling price of rights, $11.

11 150 per cent stock dividend on stock of record July 25, 1929(1,308).
"1 per cent stock dividend on stock of record Oct. 5, 1929 (3,270 shares).
11 Dividend changed to $1.60 on basis of 40 cents per quarter. On stock of record Oct. 5, 1929.
,4 Rights to purchase additional shares of new Transamerica stock to be issued Nov. 20, 1929, to st ock hold'

ers on record Nov. 5, 1929. Basis of rights, 1-25; rate, $55.
"Stock dividend, 1 per cent.

SUMMARY

Three thousand four hundred and sixty-nine shares of stock having a value of $152,636 at the preseng
market price of $44 a share have been secured for $54,510, equivalent to an average cost per share of $16, and
representing a profit of $98,126, or an average profit of $28 per share.
Including the dividend payments of $22,683, the combined profit from appreciation in market value of

shares held with dividends received totals $120,689. This amounts to an average total profit of $35 per share
purchased, equivalent to 219 per cent returned for the period on the actual investment, or an average profit
of about 9 per cent per year.

Mr. BACIGALUPI. Exhibit P is a booklet which fully describes the
bank's employes' compensation and benefit plans. These plans have
had the effect of materially quickening the interest of the bank's
employees and have resulted in materially lowering labor turnover,
in increased efficiency, and in more general and telling participation
in new business activities, and in insuring a more cordial, courteous,
and efficient service to the public.
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(Exhibit P, referred to, is here printed in full, as follows:)

EXHIBIT P

1419

EMPLOYEES COMPENSATION AND BENEFIT PLANS OF THE BANK OF ITALY,
NATIONAL TRUST & SAYINGS ASSOCIATION, CALIFORNIA

INTRODUCTION

, When the Bank of Italy opened its doors for business in 1904, it began a
'looking career which has proved to be one of the most noteworthy in the history
°f American finance.
„Guided by the principles so clearly laid down by its founder, A. P. Giannini,
he bank has avoided "entangling alliances"; and its officers and employees,
ref,raining from all outside interests, have "kept clean, kept clear, and attended
84°1* to the business of banking." It is only fitting, therefore, that on the
arentieth anniversary of its founding, the bank should add to its previous plans

for the advancement of its employees' interests, a plan designed to perpetuate
1,01d still further to encourage and reward that whole-souled loyalty to the wel-
`are of the bank upon which its success has been founded.
„ With the remarkable results of these policies, as evidenced by the growth of
,rie bank and reflected in the character of its service, every one has long since
uecome familiar. Very little is known, however, of what the bank is doing to
Itie,rPetuate and encourage these policies and at the same time give to employees
II° widest possible opportunities and privileges. One of the most important
asPects of this phase of the bank's activities is found in the development of the
various plans for employees printed in this booklet.
fo the development of these plans the board of directors has been mindful not

°Illy of the welfare of its employees—it has been mindful of the welfare of the
140ekholders and of the public as well. It has been the experience of the board
Omat whatever benefits and rewards employees stimulates a desire on their parttoo effect ptct eiconomies in operation, to increase efficiency, and to give better service

blic. It is, therefore not as an act of philanthropy but rather as a
,8,ound economic move for the benefit of all concerned that the bank has inaugu-
'ated its various plans for employees. More particularly are these purposes
1.1erved by the last of these plans, which adds to the employee's normal coinpen-
ntion, a share in the capital stock of the bank, the size of which depends upon
(41e faithfulness with which he serves the bank, his frugality, and his effort,
ksurnbined with those of his fellows) in increasing the net receipts of the bank
°I. in decreasing its cost of operation.
,For this reason, the plan is put forward not as profit-sharing, but rather as a

of employee compensation—over and above normal salaries—to be used by
7.1Uployees in acquiring an ever-increasing share in the ownership and control of
re bank. Employees are thus put in a position to capitalize their efforts in
ehalf of the bank and build themselves up to a position it would otherwise be

Irn,Possible for them to attain.
That in the working out of this plan stockholders would be benefited has been

:rankly granted. That is only fair and that the stock they acquire shall have an
4.11,creasing value is as important to the employe stockholder as to any other. For
'ais reason, it was decided that after deducting from the net receipts of the bank, 

Operating expenses, all normal dividends, and all proper reserves for depreci-
ation, taxes, and insurance, 40 per cent of the remaining net receipts should be
98ed as a fund to purchase stock for employes, and to meet the expense of admin-
istering this and other plans for employees.

considering the way in which the above sum could be distributed most
àirlY, it was suggested by employees who were consulted on the plan, that it
Ilhould be in proportion to such contributions as employes themselves wished to
Make for the purchase of stock. It was felt that employes would acquire stock
rnore rapidly if they added their own savings, and that it would be quite appro-

niate for the bank to distribute the fund in proportion to these savings. This,
:Weyer, did not meet all the requirements of the board of directors who wished
t,o bring everyone into the plan irrespective of what he could afford to contribute.

Was therefore decided that while employees would be allowed to contribute a
Percentage of their salaries as savings for the purchase of stock, and would have
Veil savings increased by proportionate contributions of the bank from the fund,
'lie bank would also pay to every employee who received less than $6,000 a year,
a sum based upon his salary and length of service, called "extra compensation,"
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which would operate as the employee's minimum contribution, must as if made
by the employee himself. The bank's contribution of extra compensation cou1.r1
then be increased by the employee up to a maximum amount determined by his

salary and length of service. Since those with a small salary and with dependents
would find it harder than others to exercise this latter privilege, it was further

decided that, in the case of a married employee with children who receives less
than $2,400 per year, the bank will add to such employee's extra compensation,
for each dependent child, an amount equal to 15 per cent of the sum of his extra
compensation and such additional contribution as he has made himself. There
is a maximum limit in this provision of 45 per cent of the sum of such extra conr
pensation and additional employee contribution.
The fund remaining after deducting extra compensation is termed "Sped.l

Compensation" and is to be prorated among employees in proportion to their
contributions to the savings provision of the plan, no matter whether such con-
tributions are the result of extra compensation contributed by the bank, Per"
centage of salary contributed by the employee, or the sum of these twe
contributions.
Thus arose the three main features of the plan: Extra compensation, savings

provision, and special compensation. These features are the essence of the plain.
For the rules concerning their administration, the percentages paid as extra
compensation, the amount employees may contribute, the methods of prorating
special compensation, the manner in which stock is held and acquired, and for

other necessary provisions, the plan itself must be consulted.
From the combination of these three features comes the incentive of the ern;

ployee to find in the development of the bank his own best development. Throngs
the operation of the plan, the employee acquires stock by doing what ever)/
other person does who builds a business for himself—that is, by devoting his Urns
to it, by increasing the value of his services, by contributing his money, and
finally by helping increase the profits of the bank; for it is by doing all of these.
things that he is enabled, under the plan, to acquire an ever-increasing share la
the ownership and control of the bank.
The plans for employees, other than the compensation plan, have been in

operation for some time, and employees are familiar with them. The full telt
of these plans is also published in this booklet, in order that employees may have
a complete knowledge of the opportunities and advantages available to thou-
All the plans express the settled policy of the bank to build the organization 139
and for its own employees—a policy that has resulted in rapid advancernentf
from within, and which means the development of employees to positions 0
ownership and financial independence as fast as circumstances make possible.

EMPLOYEES COMPENSATION PLAN

(Adopted October 14, 1924; effective January 1, 1925 amended to January 1,
1927)

The uniform practice of the bank has been to require employees to devote 0
of their time and energy exclusively to the welfare and advancement of the in-
terests of the bank, without emoluments or fees other than the regular conr
pensation paid by the bank. To insure the perpetuation of this practice, .te
provide a method of compensation for employees which will stimulate a desire
on their part to effect economies in operation and to increase efficiency, to en-
courage employees to become part owners in the bank, and to reward saving hi
employees, the bank has adopted the following plan of compensation.

This plan has three provisions: (1) Extra compensation; (2) savings provision;
(3) special compensation.

I. Extra compensation.—Each employee now or hereafter in the continuous
employ of the bank, and receiving a total fixed salary of less than $6,000 for the

calendar year, shall be entitled to extra compensation consisting of a percentage
of his salary based upon length of service, as follows:
The minimum percentage shall be 5 per cent, and shall apply to the employee

up to and until the end of the first full calendar year of continuous employment'
Thereafter, the percentage of extra compensation shall be increased by 1 per can
for and during each full calendar year after the completion of the first full calends!
year of continuous employment, until a maximum of 10 per cent of the ctirrem
year's salary is received. After that, it shall continue at the rate of 10 per cent.

Any employee who shall not remain in the continuous employ of the bank for
at least one full calendar year shall not be entitled to extra compensation. Ern'
ployees who do so remain in the employ of the bank shall be credited on Jana-

a
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ads arY 1 following the first full calendar year of continuous employment with extrauld ecubPensation equal to 5 per cent of the salary theretofore paid to the employee,
hit; and extra compensation shall not be credited prior thereto.

3nto I. After the first full calendar year of employment, the extra compensation shall
ther l)e credited to the salary of the employee semiannually on January 1 and July 1,
PO ,ID,nt shall be retained by the bank and paid out only through the operation of
IOU, Pe savings provision hereinafter mentioned, provided that an employee after
ctra ,suecorning entitled to credit of extra compensation at the rate of 10 per cent for
Jere "Ile Year may receive such portion of the extra compensation in excess of 3 per
corr cent of his average semiannual salary as he Shall in writing direct. Said sums

shall be paid to him semiannually.
cial a For the purpose of fixing extra compensation, continuous service with an insti-
lair l'ation absorbed by the bank shall be considered as employment with the bank.
un- ,11. Savings provision.—The bank shall deduct from the salary of - every ern-
Jo' liaoYee as often as his salary is payable, not less than 3 per cent nor more than
t Wo 0 per cent of the salary, plus 1 per cent of the salary additional for and during

each full calendar year after the completion of the first full year of continuous
tga ell,IPloyment, but in no event in excess of 30 per cent. The sums so deducted
III. 4'11111 he paid forthwith to the trustee hereinafter mentioned.
tra The percentage to be deducted from the salary shall be fixed as follows:
jog (a) In the case of employees who are credited with extra compensation (i. e.
for those who receive a salary of less than $6,000 per annum), the minimum per-

centage to be deducted shall be the amount of such extra compensation, and said
in- Minimum deduction shall be made from the extra compensation at the time it is
ugh credited; provided, that in the case of employees who have been entitled to
el credit of extra compensation at the rate of 10 per cent for one year, the minimum
ma to be so deducted thereafter may be reduced at the option of the employee to
ind not less than 3 per cent of the salary. The maximum which may be deducted
e$e at the option of any employee shall be 10 per cent of the salary plus 1 per centin acf the salary' additional for and during each full calendar year after the comple-

Prt of the first full calendar year of continuous employment, but any amount so
in oeducted in excess of the extra compensation prior to the end of the first fullt.st calendar year of continuous employment shall be paid to the employee if his

tve ernPloyment is terminatec prior to said date. The extra compensation per-
iii. centage shall be counted as part of the maximum which may be deducted.by „ (b) In the case of employees who are not credited with extra compensationult IL e., those who receive a salary of $6,000 or more per annum), the minimum
of Percentage to be deducted shall be 3 per cent of the salary, and the maximum

Which may be deducted at the option of the employee shall be 10 per cent of the
8alary plus 1 per cent of the salary additional for and during each full calendar

11

Year after the completion of the first full year of continuous employment. Any
ellIns deducted prior to the end of the first full calendar year of continuous employ-

1, 41, ent shall be paid to the employee if his employment is terminated prior to said
oate.

ill For the purpose of fixing the percentages under the savings provision, the

the bank; 
of an employee shall date from the time of entering the employ of11- 'ae bank; or in the case of employees of institutions absorbed by the bank (in-

inching purchase of a majority of the capital stock of such institutions for the
o-
to Penefit of the bank), employment shall date from the date of acquisition of suchre 

"Istitutions.r I' On request, employees must demonstrate to the bank their financial abilityty
1° Pay the amount of the optional deduction from their salary.
1 In the case of a married employee with children, who is receiving a salary of
leo; ss than $2,400 per year, the bank, after application to it through its executive
c(nnmittee and investigation of the merits of the case, will increase the amountis
(4. Ruch employee's extra compensation, as follows: For each dependent childle 
Under 18 years of age there shall be added 15 per cent of the extra compensationce and optional deduction paid to the trustee under the savings provision; but this
Ruin is not to exceed a maximum of 45 per cent of the extra compensation and

t. (2))tional deduction paid to the trustee under the savings provision. The addi-
it "(mai sum so provided shall be paid to the trustee under the extra compensation

Provision.lir
it III. Special compensation.—The bank will pay to the trustee semiannually,
t. 

on or about January 1 and July 1 of each year, beginning July 1, 1925, as special
Compensation to employees, upon the terms herein provided, a sum equal toif
V  Per cent of the current net receipts of the bank of Italy National Trust &l-
?avings Association and National Bankitaly Co., (estimated separately), for1.-
r'he semiannual period then ended, less the sums provided for employees' benefits.
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The current net receipts for the purpose of this plan shall be determined an
follows:
From the receipts for the semiannual period then ended, there shall be deducted:
1. All operating expenses, interest, taxes, commissions, and charges of even'

kind and charact,er during said period.
2. Deductions for reserve or contingent funds, or for any other purpose whLC

the board of directors or executive committee may direct.
3. The regular or special dividends declared or paid during said period.
4. Any profits realized during said period upon any assets owned on December

31, 1924, which at said, date were not carried upon the books, or which were carried
upon the books at substantially less than their actual value.
There shall be charged to this 40 per cent of said current net receipts all slims

paid or set aside during said period for employees' benefits now or hereafter in
operation either under this plan (excepting fixed and special compensation), or
otherwise.
The balance shall be paid to the trustee, and all except such reserves as the

trustee may deem it necessary to set up to cover extra and special compensation
of employees not entitled to credit for said extra and special compensation
(i. e., employees not having completed their first full calendar year of service),
shall be prorated to the credit of the respective employees having one full calendar
year or more of service, in proportion to the respective stuns paid to the trustee
for the credit of said employees under the provisions of the extra compensation
and savings provision during said period.
Upon the completion of the first full calendar year each employee shall receiV!

credit for extra compensation as hereinbefore provided, and a prorata of special
compensation on the total savings deduction and extra compensation then
standing to his credit at the average rate that has prevailed during the preceding
three semiannual perio& for the distribution of special compensation. In

figuring such average rate, amounts smaller than 1 per cent shall be dropped.
Each employee shall also receive, as his prorata of the profit or loss arising frorn

the increase or decrease in the value of the stock putchased with funds reserved
for credit to him upon the completion of his first full calendar year, a credit or a
debit equal to the average increase or decrease in the value of the stock purchased,
with the funds in the hands of the trustee during the three preceding semiannual
periods. This credit for debit shall be figured as a percentage of the total amount;
before posting interest, standing to his credit upon the completion of his first full
calendar year. Amounts smaller than 1 per cent shall be dropped.
IV. Application of funds by trustee—All sums paid to the trustee shall be

applied by the trustee semiannually (following the receipt of the payment of

extra and special compensation), in the acquisition of capital stock of the Bank
of Italy National Trust & Savings Association (together with such beneficial
interest in the stock of National Bankitaly Co. as shall be appurtenant thereto)
at a price which shall be fixed semiannually by the board of directors and the

trustee, said price to be substantially the market price. In the event of a dis-
agreement, the price shall be fixed by a majority of a board consisting of a repre-
sentative of the board of drectors, a representative of the trustee, and a third
person selected by the two.
Each employee shall be credited on the books of the trustee with the nearest

number of full shares which can be purchased for him at the price set. AnY
excess over the sum required for the purchase of the nearest number of full

shares shall be used by the trustee, together with similar excesses as to oth0r.
employees, in the acquisition of capital stock of the Bank of Italy National
Trust & Savings Association, and upon the receipt of the succeeding semiannual
payment of extra and special compensation, the trustee shall credit to or deduct
from each employee as to whom there has been any such excess, a sum equal to
his pro rata participation in the profit or loss arising from the purchase of said,
stock. The profit or loss arising from the purchase of said stock shall be deemed
to be the difference between the price then fixed for stock as provided in the
preceding paragraph and the price fixed for stock at the succeeding semiannual
date. All dividends on said stock shall be credited to employees in proportion
to their interest therein. In prorating profit and loss and dividends no account
shall be taken of fractions of less than 1 per cent.
The dividends (except stock dividends) accruing upon stock purchased by the

trustee shall be paid by the trustee to the respective employees in accordance
with their respective interests therein. Stock dividends shall be held by the
trustee and carried to the account of the respective employees.

In the event stockholders of the bank are given the right to subscribe to addi"
tional shares of its capital stock, the employee shall have the right to purchase
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8aid shares in proportion to the number of shares then held by the trustee to his
iount (not including shares represented by trust certificates) by delivering to
_se trustee, 20 days prior to the termination of said right to subscribe, a sum

ficient to purchase said shares, and said shares so purchased shall be delivered
t° said employee. Upon a failure of an employee to exercise said right to sub-

the trustee shall have the right in its individual capacity to subscribe for
?rld purchase said shares and upon said purchase the said shares shall be the
nidividual separate property of the trustee.
The employees shall not be entitled to receive any of the sums paid to the

brostee except upon the terms provided in this plan, but the same, and the stock
oPlirchased thereby, shall be carried upon the books of the trustee to the account

the respective employees subject only to application and disposal as herein
Provided for.
The full and complete voting power on all stock acquired and held by the trustee

under this plan shall be vested in the trustee.
„ V. Delivery of trust certificates and certificates of stock.—After January 1, 1925,
'Oon the termination of 10 calendar years of employment, net stock which has
olen acquired by the trustee for the account of an employee under the provisions

this plan, shall forthwith be held by the trustee under a trust, the provisions
,0! which are found in that certain agreement of trust, dated as of October 14, 1924,
etween the bank, the trustee, and employees of the bank, which agreement is
ncorPorated in this plan and is a part hereof. A duplicate original of said agree-

1,:,asent is on file in the office of the trustee and is open to inspection at any time.
ville trustee shall forthwith deliver to the employee a trust certificate evidencing

ownership in said shares of stock, subject to the provisions of said agreement.
l'aid agreement provides that the voting power of said stock is vested in the
Pstee under said agreement, and that at the termination of 10 years after the
'ssuance of the trust certificate the trust as to the shares represeuted thereby
!},'all terminate, and the shares shall be delivered to the holder of said trust cer-
Ilficate. The certificates held or delivered under the trust shall not besold or
Yansferred without 10 days' prior written notice thereof being given to the trustee,
"ring which period the trustee shall have the option of purchasing said certificate
,tiod the shares represented thereby, at the average price per share at which the
'Mstee has acquired shares under the provisions of the plan during the preceding
8e/biannual period, or in the event no shares have been so acquired, then at ahDerirceeofdetermined by a board appointed in the manner provided in section IV

1 Employees who have been on January 1, 1925, for 10 calendar years or more
Ln the employ of the bank, or who thereafter attain such length of service, shall
:1 entitled (after January 1, 1925, or after attaining such length of service, as
'41e case may be), on the termination of each semiannual period, to the trust
e2tificate herein provided for, for the stock which has been purchased for the
rveount of said employee under the provisions hereof; and the date upon which the
'Net as to such certificate shall terminate, shall be 20 years from the first of the
calendar year following the date upon which such employee entered the employ
of the bank, as determined under the savings provision.
i Employees who have been on January 1, 1925, for 20 calendar years or more

the employ of the bank, or who thereafter attain such length of service, shall
:1 entitled (after January 1, 1925, or after attaining such length of service, as

case may be), on the termination of each semiannual period, to a certificate
11! stock covering the shares which have been purchased during said period for
l'oe account of said employee under the provisions hereof, free and clear of any'must.

VI. Termination of rights.—The rights of the employee under the plan shall
e'rMinate as follows: (A) Discharge for cause; (B) discharge without cause,
1113Ployee coming under pension plan, death; (C) resignation.

i (A) Discharge for cause.—In such event, the trustee shall pay to the employee
full and complete discharge of all of his rights under this plan, and in the

Property in the hands of the trustee, the sums actually contributed by the ern-
Ili)loYee out of his salary, which are still in the hands of the trustee (i. e., for which
02 trust or stock certificates have been issued), with interest thereon at the rate
4 per cent per annum up to the last semiannual period on any amounts paid

f.)rior thereto upon which no dividend has been paid, and such employee shall41ceive nothing on account of extra and special compensation; provided, that if
e bank has suffered a loss on account of any dishonest or negligent act of the

.741Ployee, then so much of the sum to which the employee would otherwise be
rtitled shall be paid to the bank as is necessary to make good such loss. The
°)ctra and special compensation or the proceeds thereof to which the discharged
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employee would otherwise be entitled at the time of severance, shall be held IV
the trustee, and prorated among the other employees in the same manner fle
the succeeding credit of special compensation is prorated. Discharge for cause
shall include discharge by reason of disloyalty, dishonesty, immorality, insub-
ordination, negligence, or any similar cause. •
(B) Discharge without cause, employee coming under pension plan, death.—In anY

such event, there shall be delivered to the employee, or his nominee, or the ben?'
ficiaries under his will, or his heirs, in full and complete discharge of all his right
under this plan and in the property in the hands of the trustee, the stock which
has been purchased for the account of said employee under the provisions of
this plan, plus any unexpended sums for his account in the hands of the trustee,
and less all sums or stock or trust certificates theretofore paid or delivered to the
employee by the trustee; provided, that the trustee at its option may in lieu
thereof pay to the employee or his nominee or the beneficiaries under his will or
his•heirs, the value of said stock based on the price per share last fixed for the
purchase of stock under this plan, whereupon all rights of the employee (or his

nominee, or the beneficiaries under his will, or his heirs) under this plan and In
the property in the hands of the trustee shall terminate; provided further, that
special and extra compensation benefits shall cease to accrue from the first of the
semiannual period of the severance.

In no case shall an employee who is discharged from the service of the bank, 1. e.,
leaves the service for some cause other than voluntary resignation, have any right

to be considered under the classification, "Discharge without cause," except"
the event of death, availability for pension under this pension plan, or disability
acquired while in the service of the bank as a permanent employee in good stant
ing. In all other cases where an employee is discharged and where the cause or
reason for such discharge is not of such a nature as to warrant forfeiture of the
employee's extra and special compensation, as provided in VI—A, "Discharge for
cause," the executive committee may, at its discretion, fix the terms of payment
and the amounts due each employee under this plan. Payments to employed
may be made immediately or at some time subsequent to the date of discharge,
but not to exceed one year, at the discretion of the executive committee. Pa!'
ment may not be, except in cases judged by the executive committee to be for
some special reason worthy of it, in amounts or stock exceeding what would be
payable or deliverable to the employee in case of voluntary resignation. The,
decision of the executive committee shall be final in all cases of discharge, an°
upon receipt of the cash or stock, as authorized by the executive committee, the
interest of the discharged employee in the plan and in the property in the hands
of the trustee shall terminate.
(C) Resignation.—In such event, there shall be paid or delivered to the

employee 12 months after the resignation becomes effective, in full and complete
discharge of all of his rights under this plan and in the property in the hands of
the trustee, a sum equal to the amounts theretofore paid to the trustee by or fo,r
the benefit of said employee on account of extra compensation, savings, ano
special compensation, less all sums and stock and trust certificates theretofor!
paid or delivered to the employee by the trustee; or in lieu thereof, at the trustees
option, the said stock and unexpended sums held for his account may be delivereo
to him, provided that extra and special compensation shall cease to accrue from
the first of the semiannual period in which the employee resigns.

If the employee shall resign prior to the completion of his first full calendar
year of employment, then the sums deducted from his salary under the saving°
provision hereof shall be paid to him when his resignation becomes effective.

VII. General provisions—(A) Those entitled to benefits of plan.—All employed
of the Bank of Italy National Trust & Savings Association and Stockholder!
Auxiliary Corporation, and of such other corporations, associations, firms, and
businesses as the boards of directors of these corporations shall determine to h, e
associated institutions (which are herein collectively referred to as the "Bank ' ),
who remain in the employ thereof for at least a full calendar year are entitled to
the benefits of this plan with the exception of:
(1) Employees excepted by resolution of the executive committee; (2) part'

time employees; (3) employees eligible to or receiving pension benefits; (4)
Mr. A. P. Giannini, the author of the plan and for that reason, at his request,
excluded from participation in its benefits.
Employment for the purpose of this plan shall be computed from the first cla,

of the first month of continuous employment, if the first day of actual service rez
on or before the fifth day of the month, otherwise it shall date from the first or
the calendar month next succeeding.
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4. Absence on military service in the World War shall not be deemed an interrup-
u°11 in employment.
The term "employee" shall include the officers of the bank.

k (B) Not assignable.—The interest of the employee under this plan shall notr Rrantable, transferable, or otherwise assignable by the voluntary or involuntary
rt of the employee, or by operation of law, nor be liable or taken for any debt,
lability, or contract of any employee, except as herein otherwise provided.

Termination.—This plan may be modified, amended, or terminated at
anY time by resolution of the board of directors, which shall also have power to
terpret and apply the provisions hereof and supply any deficiencies therein.

No employee participating hereunder shall have any vested right or interest in
the continuance of the said plan.
(D) The trustee.—The trustee shall be the Bancitaly Corporation, or such

811eCessOr as the board of directors may hereafter from time to time appoint.
.The trustee shall not be responsible for anything save its gross negligence or

1,lfillful neglect. It shall not be under any duty to segregate or keep separate
'ne moneys or properties held hereunder, and its investment of said moneys and
laroPerties shall not be limited to those ordinarily approved for trust investment,
1117 shall it pay any interest upon the same save as herein specifically provided.
P until such time as a trust certificate for the shares is delivered under the

_PPvisions of Section V of the plan, the trustee shall be the absolute owner of all
mares if stock acquired by it under the plan, with all the rights incident to
absolute ownership; and up to the delivery of said trust certificate the right and
ifaterest of the employee shall be that of a party to a contract only, which, when
„4113* performed and completed, and not before, will entitle said employee to the
Yment or delivery herein provided for. It is contemplated that the trustee

t111 use under this plan, shares of stock ill its possession at the time of the adop-
on of this plan, and also shares which it may acquire in the future before funds

re in its hands available for the purchase of additional stock under this plan.,sh, every such case, the trustee shall be entitled to use the said shares under this
inan and shall thereupon be credited in its individual capacity with the value of
aa, id shares so used, as said value is fixed in accordance with the provisions of
Lbis plan.
„,(E) Loans.--In the absolute discretion of the trustee, a loan or loans may be
"'ade to an employee in cases of necessity, to be secured by the interest of the

ttnPloyee under this plan, but so long as such employee is indebted to the trustee
1,C 5111111 not be entitled to any special compensation, except to the extent that
45 optional deduction from salary and extra compensation for the then current
Period shall exceed the amount of any loan made by the trustee.
(F) Miscellaneous.—Length of service and date of employment, for all pur-

poses of this plan, except for fixing the rate of extra compensation, shall be corn-
Pitted in accordance with the definitions contained in the savings provision hereof.
, The terms "Boards of Directors" and "Executive Committee" as used herein
1,111 mean the board of directors and the executive committee of the Bank of

Ital.v National Trust & Savings Association.

SICKNESS DISABILITY BENEFITS

A.11 employees of the bank, after four months of continuous service, shall be
!tinned to receive sickness disability benefits during periods of physical inability
'n work by reason of sickness or accidental injury, except when due to illegal
c"'1,5e, immoralities, or unprovoked encounter, under the following plan:,

,1 11 employee absent because of illness as defined above, will continue to
'cefive his full salary during the continuation of said absence, provided the
tellod of such absence does not exceed one-sixteenth of the entire period of pre-

continuous employment, and is justified by the submission of a doctor's
certificate. In cases of absences of not more than two days, the personnel depart-
lent may waive the requirement of a doctor's certificate. If the term of absence

Ithder this plan shall exceed a period of 30 days, the provisions of this plan becomeinoperative, except that in justifiable cases the executive committee may allow
nit benefits.
, If between any two periods of sickness or disability there is not a lapse of at
ntst four months, the second said sickness shall, for the purpose of this plan,
r)e considered a continuance of the first. •
n, In computing the period of such service at any time, the term of any previous
"en ee will be deducted from the full term of employment; however, absence
nn account of military service incident to the World War shall, for the purposes
°I Ibis plan, not be considered as an interruption in employment.
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SERVICE DEFINED

Service with any bank heretofore or hereafter acquired by the Bank of ItalY
National Trust Sr Savings Association shall, for the purposes of this plan, b,e
considered as employment in the service of the Bank of Italy National Trust a
Savings Association.

This bank reserves the right to alter, amend, or suspend any of the provisions
of this plan in part or in their entirety at any time without notice in so far es
they apply to any specific employee or group of employees.

This plan, in its application to any particular employee, will automaticallY
cease to operate immediately upon his death.

VACATIONS

The vacation period for the employees of the Bank of Italy National Trust
Savings Association is from March 15 to September 15 of each year, and 511
employees whose term of service falling within this period is one year or more
are allowed two week's vacation.
To those whose term of service within this period is six months or more, but not'

one year, one week's vacation is allowed.
Otherwise, no vacations are permitted, except by special arrangement with the

personnel director.

Mr. BACIGALUPI. Exhibit Q is Neal's California banking chart as
of December 31, 1929, which discloses the name and location of all
banks open in California on that date. This is supplied so that
your committee may form a clearer concept of the competitive
banking situation which prevails in California to-day.
(Exhibit Q is not printed but held in committee room for re-

ference.)
Mr. BACIGALUPI. Exhibit R is a collection of testimonials caw

mendatory of branch banking gathered by the bank's supervisors
throughout California. They are respectfully submitted for what
value or importance you may deem to attribute to them. The
name and address of the person interviewed is given in each instance
and we have felt that perhaps some of the statements made maY
contain at least the germ of a new thought or point of view.
(Exhibit R is not printed but held in committee room for refer-

ences.)
Mr. BACIGALUPI. Exhibit S shows the earnings of Bank of Ita19

and National Bankitaly Co. from 1921 to 1929, inclusive.
(Exhibit S, referred to, is here printed in full, as follows:)

Ark.-
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Bank of Italy National Trust & Savings Association

GROSS EARNINGS

1921 1922 1923 1924 1925 1926 1927 1928 1928

count interest on loans $7, 202, 217. 63 $8, 937, 923. 51 $11, 424, 339. 51 $13, 199. 644.84 $13, 779, 704. 61 $15, 615, 916. 00 $24, 141, 779. 34 $25, 509, 248. 43 $27, 445. 781. 49
irest from other banks_ __. _ 151, 844. 53 III, 624. 73 101, 704. 26 195, 496. 91 186, 502. 53 138,499. 02 148, 977. 96 175, 409. 75 315, 083. 72
Test on investments 1, 815, 612. 18 2, 230, 855. 54 2, 759, 703. 89 3, 258, 654. 28 4, 611, 464. 32 5, 004, 025. 23 7, 346, 208. 13 10, 104, 862. 50 10, 516, 894. 19
hange 228, 888. 09 206, 633. 72 184, 244. 20 197, 059. 12 186, 199. 82 339, 162. 05 436, 302. 11 1, 093, 250. 69 1, 398, 161. 30
its (net) 282, 992.05 519. 228. 44 769, 742. 43 786, 681. 22 970, 427. 28 1, 113, 483. 12 1, 498, 006. 09 721, 847. 76 130, 534. 32
er income 
id department, profit and
ss on investment 

407, 444. 12

130, 362. 76

320, 952. 47

476, 817. 81

905, 300. 96

437, 326. 71

1, 007, 464. 14

1, 336, 677. 23

548, 871. 82

2, 264, 692. 80

756, 026. 32

1, 398, 314. 90

1, 775, 757. 14

7, 027, 100. 07

2 001, 626. 97

5, 886, 567. 03

2, 476, 360. 52

5, 360, 901. 40
[st department 76. 350.41 46, 153. 48 122, 885. 64 114, 240. 14 87, 739. 66 • 82, 628. 45 272 793. 17 629, 542. 67 779, 865.87
i of real estate 8, 814. 99 30,524. 00 3,861. 15  285. 163. 82  

Total 10, 794, 226. 82 12, 880, 914. 30 16, 709, 108. 75 20, 095, 917. 88 22, 920, 761. 66 21, 468, 055. 09 42, 646, 924. 61 46, 122, 355. 80 48, 423, 582. 81

Fi OPERATING EXPENSES AND
TAXES

tenses 3, 747, 783. 99 5, 187, 089. 98 6, 311. 528. 28 6, 901, 696. 87 7, 224, 609. 91 7, 883, 159. 36 13, 290, 065. 51 12. 839, 921. 80 14, 487, 433. 38
!rest paid on deposits 3, 610, 164. 56 4,751, 340.01 6, 050, 522. 22 7, 764, 138. 70 8, 891, 649. 34 10, 051, 320. 13 14, 960, 278. 99 15, 949, 767. 38 17, 416, 060. 30
)rest on bills payable and
discounts 421, 107. 35 128, 723. 45 275, 512 89 29, 719. 41 228, 472. 37 277, 973. 01 506, 956. 32 1, 078, 897. 37 998, 150. 33
Its 298, 500. 00 433, 915. 29 399, 000.00 483, 412. 17 582, 1041. 55 692 538. 70 992, 981. 45 1, 650, 081. 62 1, 244, 787. 46

Total 8, 077, 555. 90 10, 501, 068. 73 13, 036, 563. 39 15, 178, 967. 15 16, 926, 841. 17 18, 904, 991. 20 29, 750, 282. 27 34, 518. 668. 17 34, 146, 431. 47

Net earnings 

cial items •

2 716, 670. 92 2, 379, 845. 57 3, 672, 545. 36 4, 916, 950. 73 5, 993, 920. 49 5, 563, 063. 89 12, 896, 642. 34 11, 603, 687. 63 14, 277, 151. 34

1
Depreciation   4, CI 1. 09 161, 182.39 296. 039. 94 464, 080. 64 564, 001.24 560.82)1.98 1, 286, 645. 53 1, 794, 270. 16 I, 593, 654. 45
Losses  323, 3.10. 76 429, 573. 18 396, 2d3. 98 474, 103. 00 318,444. 0.3 376, 868. 83 647.06$. 1! 1, 030. 447. 15 2, 13a, 072.71
Goodwill  26R. 047. 19 722, 350 00 129, 610. 59 4, 936. 33 109, 421. 8.5  1, 113, 813. 42  649, &33. 811
Employee.' cool pen.ett ion . 113, 464. 11 186, 079. 06 194, 265. 38 238, 728. 91 850. 461. 69 869, 482. 12 615, 754. 72 !, 502, 358. 85
Carried to .tirrIti.  125, 000. 00  4, 000, 000. 00  4, 300, 000.130
Dividends 1. 140. 000. 00 1. 500, 000. 00 1, 65n, 000. 00 1. 664, 843. 75 1, 79.3, 750. 00 2. 242, 708. 33 4. lal, 333. 31 6, 000, 000. 00 6, 000, 009. 00

Total 1.974,458.15 2, 599, 154. 63 2, 666, 119. 80 2, S46, 692. lid 7, 935, 078. 85 4, 049, 382. 26 7, 771, 615. 12 13, 121, 717. 31 11, 378, 920.87

tided in undivided profits. 742, 214. 77 f 19, 309. 00 I. 0%. 425.47 2, 070. 258. 10 I . 645, 150. 37 1, 513, Val. 63 5, 125, 027. 22 1,651, 059. 68 2, 398, 230. 47
Ince forwarded from pre-
ous period 1. 798, 509. 68 2. 540, 721. 45 2, 321, 415. 30 3, 227, 840 86 5, 398. 098. 96 3, 755, 940. 59 5, 269, 122. 22 10, 394, 149. 44 8,873, 119 76

Undivided profits at end
of p-riod I Z 540, 724. 45 2. 321, 415. 39 2 327, sm. se 5, 398, OA 48' 2 755. 940. 59 r, 219, 122. 22 10 394, 149. 41 8, 873, 119. 76 II, 271. 350. 23

plus 2, 500, MO. 00 5, 000, 000. 00 5, 00n, 000. 00 S. 000, 000.00 9, 000, 000. 00 10,760. (8)0.00 13, 200, 000. 00 45, 000, 000. 00 45. 000, 000. 00
•il al   10. 000, 000. 00 15, 000, 000. 00 15, 000, 000. 00 17, 500, 000. 00 17, NO, 000. 00 20, OW, 000. 00 37, 050, 000. 00 50, 000. 000. 00 60, 000. 000. 00
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National Bankitaly Co.

1921 1922 1923 1924 192.5 1926 1927 1928 1929

GROSS EARNINGS

Discount $3, 302. 26 $3, 545. 88 8858. 74 $959. 37 $1, 040. 05 8.5711. 97  
Interest on loans $55, 117. 76 130, 832. 37 162, 431. 89 2.17, 749. 00 514, 156.63 671. 536. 31 1, 620, 272. 40 $2, 687, 038. 78  
Interest on investments 21, 302. 55 14.79 212, 446.08 501, 538. 66 I, 698. 303. 59  
Commissions 28, 764. 95 24, 975. 37 54, 572. 55 60, 771. 53 146, 664. 03 158, 007. 84 29, 129. 98  
Rents  2,82. 14 2,415. 41 127.321,71 293, 421. 67 244, 083. 23 68, 258. 10 74, 468.97 78, 674. 24  
Other income 58, 255. 74 3.5, 561.77 142,217.06 28, 276.75 77, 187. 47 94, 047. 26 66, 242. 59 13.5, 307. 12  
Interest and income on real
estate 4. 302. 13  25, 481.19 213, 534. 78 77, 356. 32 870, 682. 38 .508, 217.39  

Dividends received 23Z 567. 17 414, 152. 59 265, 240. 96 166, 410. 77 16, 501. 68 523, 935. 54 688, 020. 18 2, 758. 545. 40 $10, 270, 642. 89
Profit on investments 95, 123. 87 274, 929. 10 178, 03.5. 69 628, 241. 36 8.52, 925. 97 1. 076, 945. 12 9, 940, 307. 20 5, 148, 157. 64  

Total 443, 866. 68 99:1, 260. 58 907, 768. M 1, 4,56, 314. ES I. 984, 135. 45 2, 872, 264. 81 13. 920, 119. Z 13, 043, 374. 14 10, 270, 642. 89
LESS OPERATING EXPENSES

Expenses 35, 324. 81 42, 334. 40 50, 863. 47 4Z 010. 04 298, 026. 86 Z34, 622. 80 593, 604. 28 648, 328. 04  
Interest 155. 206. 63 276, 416. 76 M, 058. 13 230, 210. 10 85, 202. 33 948. 542. 69 649, 395. 17 252, 555. 58  
Taxes 6, 707. 53 12, 723. 86 33, 483. 72 64, 761. 25 123, 001.99 2,828.91 1. 42.5. 62 1, 521, 334. 54 25.00
Losses 33.066. 16 148, 400. 53  317, 436...9 18. 398. 04 6, 165. 29 121. 171. 03  

Total Z30. 305. 13 479. 875. 55 134. 40.5. 32 :136. 981. 39 823. 667. 67 1, 204, 392. 44 1.2.50. .390.36 2.343. 389.19 25. 00
Net earnings 213, 561. Ja 513, 385.03 79,36:3. 24 1, 119,383. 19 1, 160, 46i. 75 1, 667, 876. 37 12, 669, 528. 87 10, 499, 984. 95 10, 270, 617. 89

Special items:

50
I/epreciat ion 33, 225. 65  100, 000. 00 27, 782. 00 57, 009. 78{ 1,875,719.

468, 138. 67  
2, 382, 012. 48

Employees compensation_  138, 676. 49 99, 558. 18 965, 930. 89 2, 177, 302. 00  
Stock dividend 3, 000, 000. 00  
Carried to contingent 93, 034. 99  
Goodwill 1, 336, 370. 14  
Transferred to B. of I 650, 000. 00  
Carried to reserve 1, 873, 719. 50  
Carried to surplus 200, 000. 00  200, 000.00  
Dividends 90, 000. 00 3.52, 500. 00 612,100.® 787, 500.00 1, 073, 958. 3.3 2, 426, 500. 00 8, 000, 000. 00 6, 000, 000.00
Total 290, 000. 00 385, 725. 65 612.500,00 1, 226, 176.49 1,201, 298. 51 10, 402, 565. 30 10, 202, 456. 41 4, 270, 617. 69

Increase in undivided
profits 213,561. 55 223, 385. 03 383, 637. 59 506, K33. 19 6.5,708.71 466, 577. 86 2, 266, 963. 57 297, 528. 54  

Balance forward from pre-
vious reporL  7, 530. 97 221, 092. 52 44.4,477. 55 828, 115. 14 I. 334, 948. 33 1, 269, 239. 62 1, 73.5, 817. 48 4, 002, 781. 05 4, 300, 309. 59
Total undivided profit
end of period 221,092. 52 444, 477. 55 828,115.14 1,334,948.33 1,269,239.62 1, 735,817. 48 4,002, 781.05 4, 300, 309. 59 8, 570,927. 48

;txrpltr.,  3,800,000.00 4,000,000.00 4,000,000. 00 5, 900.000. 00 6,000,000.00 7.800,000.00 27, 900,000.00 63,050, 000. 00 63,050,000.00
C twital  1, 000,000.00 l,1.(.00 \ 1, 500, OM. 00 \ 1,750,600.00 1,750,000.00 2,000,000.00 \ 15,000,000.00 20,000,000.00 20,000,000. 00
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Mr. BACIGALUPI. We pass now to a hurried reference to and
general description of Bankitaly Corporation, which is the second
column of Chart 1 (printed at p. 1350).
In 1918, as will be noted on the right of Chart No. 1, Bankitaly

Corporation was incorporated under the laws of the State of New
York, with an original authorized capital of $5,000,000. This coni-
,Pany was organized pursuant to repeated requests of Mr. A. P.
,"iannini by many Italians and Americans of Italian origin residing
in New York, who were desirous of duplicating in that great financial
m etropolis of the nation, the success of a bank operated—in so far

might be permitted by the laws of that State—along the general
Linea and pursuant to the general policies of the Bank of Italy in
California. Mr. A. P. Giannini was president of Bankitaly Corpor-
,ation from the date of its incorporation to the day of its dissolution
In 1928. Shortly after its incorporation it acquired the control of
the East River National Bank of New York.
In 1924 Bankitaly Corporation acquired the Commercial Trust Co.

of New York, which institution, after having been concerted into a
n_ational bank was, in the same year, merged with the East River
National Bank.
In 1925 the Bowery Bank of New York was similarly acquired and

tnilarly merged under the name of Bowery and East River National
,ank. The East River National Bank was presided over by Dr. A. H.
"iannini—brother of Mr. A. P. Giannini who went from California

New York for that purpose—from the date of its purchase by
J3ankitaly Corporation to the time when it merged with the Bank of
Ainerica National Association of New York.
The Bank of America of New York was acquired by Bankitaly
'4irporation in 1928, immediately converted from a State to a national

charter in March of 1928, and merged with the Bowery and East
iver National Bank during the following month, Dr. A. H. Giannini
()coming chairman of the board and Edward C. Delafield its president.
A security affiliate of the Bank of Amerioa National Association

Under the name of Bankamerica Corporation was immediately formed
With a capital of $10,000,000 and a surplus of $5,000,000.
It may be of historical interest to note in passing that the Bank of

taierica, New York, is a direct successor of the First Bank of the„nited States founded in 1812. The capital, surplus, and profits of
"le Bank of 'America National Association on December 31, 1929,
totaled $74,428,309.59; its deposits $305,904,586.25, and its total
t,aaources $437,940,048.82. It is now operating 35 offices in New
Iork City.
The other banks and corporations acquired by Bankitaly Cor-

?oration -- given in the chronological order of their acquisition—were
'he following:

Capital Co., a general California corporation, acquired in 1918.
rractically all of the assets of this company consist of business
?,roperties in California and elsewhere. Its principal function,
Terefore, is to acquire, hold title to, manage, and otherwise deal in
qesirable city real estate.
Banco. Dell Italia Meridionale, a controlling interest in which was

acquired in 1919. Its head office was then situated in Naples, Italy,
*Pc' it operated two branches, one in Naples and the other in Pozzuoli.
411 1922 its capital was increased from 100,000,000 lire (approximately
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$5,000,000) to 200,000,000 lire (approximately $10,000,000) and it6
name was changed to Banca d'America ed'Italia. Its head ofdies
moved to Rome and later to Milan—the leading industrial and coo;
mercial city of Italy. This bank is to-day operating 37 branches an'
agencies scattered throughout the Italian peninsula; its workiu4
capital is 238;000,000 lire (approximately $12,000,000), and its totai
resources approximately 1,021,091,986.29 lire (approximately $51,054);
599.35); it is recognized as one of the most liquid banks in Italy Pe
ranks, in size, among the five largest banks in that nation. The
entire present investment of our group in this bank amounts to
$6,340,309.47.

Ameritalia is an auxiliary corporation to Banca d'America e
d'Italia, organized in 1928 under the laws of Italy, with a paid uP
capital of 200,000,000 lire. It is an investment company and deals ill
both United States and European securities.
In 1926 Bancitaly Corporation acquired the French American Bank'

and in 1927 the United Bank dz Trust Co.
' 

both of the city of SO
Francisco These banks were consolidated April 30, 1927, and the
French American Corporation was established as the security affiliate
of the consolidated bank. In 1928 the Security Trust Co., of Bake's;
field was acquired and immediately consolidated with the Unit01.1
Bank & Trust Co., the name of the consolidated bank being change'
to United Security Bank & Trust Co.
In addition to its ownership of these operating properties, BancitalY

Corporation invested a very large portion of its working capital in
prime securities listed on the New York Stock Exchange.
The capital stock of Bancitaly Corporation was issued entirell

in the form of common stock.
Exhibit 0, heretofore submitted, contains a table which shows the

status on January 23, 1930, of an investor who purchased 100 share!
of stock in Bancitaly Corporation on the date of its organization an'
exercised all his rights to purchase additional shares. Such an inves.
tor—having exchanged his Bancitaly Corporation stock for Trans'
america—would now own 11,069 shares of Transamerica having e
present market value of approximately $487,036, at a total cost
him of $135,070, equivalent to an average cost of $12 per share;
This would represent an unbooked profit of $351,966, at the mark&
price of $44 a share, or an average profit of $32 per share. Inc1udi4
the dividend payment of $48,878.50, the combined gain from appreel:
ation in market value of shares so held, with dividends received, t,_ne
total would be $400,844.50. This would average 300 per cent on the
investment for the period or 27 per cent per year.
Up to about the middle of 1928, the bulk of the stockholders

both the Bank of Italy and Bancitaly Corporation—about 125,0v;
in number—were residents of. California. Both stocks were liste?,
on the San Francisco Stock Exchange and traded in on the New Yak'
Curb. So enthusiastic were these stockholders over the results
actually accomplished and realized, that many of them became green,'
and borrowed funds wherewith to increase their holdings, while othell
encouraged by their example and also desirous of realizing great sou
certain profits immediately, did likewise. The market values of thes:
stocks under this unprecedented demand naturally increased in lea
and bounds. Outside money began to pour into California and s°-
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lied finance companies began to spring up throughout the State84,nvertising their readiness to lend liberally on the security of these
.elca. These companies and individuals lent money freely, chargingr nigh as 12 per cent per annum and, in some instances, a commission

,°,esides. Through our legal department, one of these concerns was
lerested and prosecuted for a violation of the California law and a
eliviction obtained, to which wide publicity was given. These loans
nd the collateral supporting them were held in escrow by competing
ttuanks and by title companies. The terms of these escrows called for
r selling of the stock on the market, should the market at any time
ea,ch a certain lower level. Mr. Giannini repeatedly warned the
tit3101lo, through the press, against this excess and cautioned the people1, refrain from purchasing the stocks of these institutions unless they
,v9ught them for cash and for an investment. As the then president
(),I the Bank of Italy, I, in my annual report to the stockholders, held
l!anuary 10, 1928 (a copy of which report was mailed to every stock-

lder and widely commented upon by the press), had the following
say upon the subject:

tivbi the last analysis the sustained market value of any stock is generally reflec-
e,,,e of the popular appraisement of present worth and future probabilities of
h;uancernent, and while we prefer to remain silent as to what our thoughts may
th.9Pon the subject of justifiable market values, we do wish to voice the belief
4,7K :with our unusual capitalitation and resources, our well-distributed, well-
!Pointed, enthusiastic, and experienced organization, our large number of
;Zoned, loyal, helpful, and satisfied shareholders distributed throughout the
041.te (most of whom have come from banks acquired and now incorporated in
Evn,.83rstem); and, finally, with the cooperation of our powerful and resourceful
t ,9.ations and the prestige accruing from present position and past performances,
'Ilinancial institution in California promises to share in greater measure in the
"reased prosperity that inevitably is in store for the West, than does the Bank
of Italy.
w:rhis optimistic comment, however, should not be accepted by any shareholder,
ql„l° May be indebted to any source for any portion of his or her holding of bank
h ock, as an inducement to carry on in expectation of immediate increment or
oper returns, nor should it be taken by others as an encouragement to go into
tlr't for the purpose of increasing their holdings. Those who owe, we would
w,P to sell enough to clear them, and those who can not pay for what they buy,

Would most strongly counsel to strictly refrain.

e beSpite these warnings, the market values of our stocks during the
illsulng February, March, April, and May were run up to ever
tl.lereasing highs. Bank of Italy passed $300 and Bancitaly Corpora-

passed $200 per share. Suddenly, in the first part of June,
41'48, the fire of enthusiasm died out. On a limited market with
p anY sellers and no purchasers, it was not long before the market
tirliees were depressed to levels which in turn set off tier after tier of
',s e above-mentioned escrows, thereby bringing about, with each new
c'w, a new flood of selling orders. Naturally, this abnormal situation
ti1,41sed the stocks to descend to ridiculous lows for a short while and
,40 unpleasant experience dampened speculative and even invest-

ardor for some time thereafter. The loyalty of practically all of
age investing stockholders throughout the ordeal was admirable,
ond, as far as our banks were concerned, not the slightest evil result
iteeurred. In fact the Bank of Italy showed a very material gain in
68 deposits as of June 30, 1928, over December 31, 1927.
TiThis occurrence led to the formation of Transamerica Corporation.
'le reasons underlying its organization are best expressed in the

100136--30—voL 2 in 11-7
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Pursuant to these deliberations, Transamerica Corporation was incorporate
,,d

under the laws of Delaware, early this month, and the basis of exchange for 13s0
of Italy stock has been fixed at one and three-quarters shares of the new corpora-

tion for each share of Bank of Italy, and on the basis of share for share as betweep
Bancitaly Corporation and Transamerica Corporation.
We firmly believe that the proposed plan will have the following benefieisl,

advantageous, and desirable results: First, consolidation, with resulting savil
in operation, into one organization of the control of not only Bank of Italy
Bancitaly Corporation, but of their affiliations as well, namely, National Ban
italy Co., California Joint Stock Land Bank, Bankitaly Agricultural Credit Cot'
poration, Bankitaly Mortgage Co., Americommercial Corporation, Pacific
tional Fire Insurance Co., and Capital Co.; second, advantages of operati°:
under the favorable corporations laws of Delaware; third, removal of the stoc*
of the Bank of Italy and Bancitaly Corporation from the various exchanget
leaving Transamerica Corporation stock alone to be dealt in on the open marks
thus eliminating from the operation of the controlled institutions themselves 81131
concern regarding stock-market fluctuations; fourth, a wide listing of Trang:
arnerica Corporation stock on the various stock exchanges, thus insuring "
broader and more stable market.

As a result of this one communication practically all stockholders
of both Bank of Italy and Bancitaly Corporation exchanged their
holdings for Transamerica Corporation stock on the basis fixed.
In due course Transamerica Corporatiod acquired varying interest"

in the following corporations. They are all set out on Chart No. 2,
with "Transamerica" at the bottom (printed at p. 1350):

California Joint Stock Land Bank, having a capital of $916,000, surplus
and profits of $584,546, and resources of $16,760,342  100

Bank of Italy National Trust & Savings Association and National
Bankitaly Co  99. 65

Bankitaly Agricultural Credit Corporation, having a capital of $1,000,000
surplus and profits of $20,337, and resources of $2,988,000  100

Bankitaly Mortgage Co., capital $1,000,000, surplus and profits $891,873,
and resources of $24,767,766  100

The Bank of America National Association of New York and Bancamerica
Blair Corporation. (Blair & Co., founded in 1890 and incorporated
in 1920, was acquired by Transamerica Corporation in 1929 and merged
with Bancamerica Corporation, the security affiliate of the Bank of
America National Association, under the name of Bancamerica
Blair Corporation)  59. 35

Commercial Holding Co., capital $500,000, surplus and profits $1,978,473,
and resources $81,423,052. This company was formed to act as an
active trading company  100

Bankitaly Co. of America, capital $167,500,000, surplus and profits
$213,371,268, and resources $450,796,806. This company was formed
under the laws of Delaware and succeeded to the operating properties
specified in the chart above its name, together with the miscellaneous
listed securities theretofore owned by Bancitaly Corporation, which
was legally dissolved in 1928  98- Si

Occidental Oorporation, the holding company owning Occidental Life
Insurance Co. and Occidental Investment Co  90

Bank of America, California, and its security affiliate, Corporation of
America, the successor to French American Corporation, dissolved in
1929. Bank of America of California is the result of a consolidation of
the United Security Bank & Trust Co. with the Merchants National
Trust & Savings Bank of Los Angeles, acquired by Transamerica Cor-
poration in 1928: Bank of America of California has a capital of
$20,000,000, surplus and profits of $13,500,733, and resources of
$377,986,434. It is a State bank and not a member of the Federal
reserve system. It operates a State-wide branch system through 161
branches  97. 99

letter which Mr. A. P. Giannini addressed to the stockholders of
Bank of Italy and Bancitaly Corporation on October 24, 1928, and I
take the liberty of quoting its pertinent portions here:
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Per centPa :&
awe National Fire Insurance Co., capital $1,250,000, surplus and
Profits $1,564,622, and resources $3,231,707. This company was
2,rganized in 1911 and acquired in 1927 with the purchase of the
zarmers and Merchants National Bank of Sacramento by Bancitaly
Corporation. Transamerica Corporation has a capital of $585,648,700,
8.11rplus and profits of $590,863,941, and resources of approximately
C,176,512,641  too
Exhibit T is a collection of the most recent published statements

?f the above-named banks and insurance companies, from which may
°e noted not only their financial status, but the names of their
Pri,ncipal officers and directors as well.

present that for the record.
(Exhibit T referred to is here printed in full as follows:)

EXHIBIT T

THE BANK OF AMERICA

birectOrs.—George N. Armsby, vice president, Bancamerica-Blair Corpora-
en; Frank Bailey, chairman, The Prudence Co.; Harry Bronner, director,
A;1,neamerica-Blair Corporation; William H. Coverdale, Coverdale & Colpitts;
r„ ,en Curtis, Curtis & Sanger; Frank L. Dame, president, North American Co.;
'Llnir V. Davis, chairman, Aluminum Co., of America; Edward C. Delafield,
.esident; Gayer G. Dominick, Dominick & Dominick; Archibald Douglas,
R°11gla5, Armitage & McCann; Douglas L. Elliman, Douglas L. Elliman & Co.;
earV J. Fuller, Aldred & Co.; Emanuel Gerli, president, E. Gerli & Co.; A. H.
larlor nini, chairman of the board; A. P. Giannini, president, Transamerica Cor-
t ation; Otto J. A. Grassi, L. Gandolfi & Co.; Crowell Hadden, chairman,p:Ioklyn Savings Bank; P. C. Hale, president, Hale Bros. Stores (Inc.); George
'evilett, Hewlett & Co.; Charles W. Higley, president, Hanover Fire Insurance
°.; Robert J. Hillas, president, Fidelity & Casualty Co.; Gilbert H. Johnson,

st/I 
'

;t„e G. Johnson & Co.; Sam A. Lewisohn, Adolph Lewisohn & Son; Hunter
h,marston, vice president, Bancamerica-Blair Corporation; William S. Menden,
Zeeident, B. M. T. Corporation; John Hill Morgan, Rumsey and Morgan;J. Mount, president, The Bank of Italy, N. T. & S. A., San Francisco; Acosta
n'qlols, Spencer Trask & Co.; E. J. Nolan, president, the Bank of America of
8',1ifornia, Los Angeles; Frank' C. B. Page, president, E. W. Bliss & Co.; Martin
r aine, Magnus Co. (Inc.); Lionello Perera, vice president; R. Stuyvesant

errepont, New York; T. R. Preston, president, Hamilton National Bank,
attanooga, Tem.; John E. Rovensky, vice chairman; Nicholas M. Schenck,
p
O
ident, Lowe's (Inc.); R. A. C. Smith, chairman, White Rock Mineral Springs

N.; Samuel Thorne, Delafield, Thorne, Burleigh & Marsh; Alfred P. Walker,
e,,NV York; Elisha Walker, president, Bancamerica-Blair Corporation.

deu.tficers.--A. H. Giannini, chairman of the board; Edward C. Delafield, presi-
e0"; John E. Rovensky, vice chairman; Elisha Walker, chairman executivethrnittee.ohWall Street office: Vice presidents: Clare Walker Banta; Gilbert E. Chapin;

arles E. Curtis, cashier; Clarence M. Fincke; Elmore F. Higgins; Edward

Vson; Lionello Perera; Edward W. Russell; Henry J. Schuler.
A °InPtroller: A. H. Gibson.

,kei'llieistant vice presidents: Edward Craig, William A. Creelman, P. J. Hebard,
"an M. Massie, Mark B. Peck, Guido Perera, Gaillard B. Smith.
Auditor: William H. Stoffel.

A.A,Beistant cashiers: Henry J. Drake, Dominick Infantino, F. A. Magrath.
dward Scherr

' 
jr., John H. Trowbridge.

Assistant comptrollers: A. Elliott Pinkus, F. R. Rappel.
8eistant auditors: H. L. Brummer, Robert E. Larkin, G. H. Sinclair, H. B.

vie rust department: Wm. J. Montgomery, vice president; Frederick G. Curry,
te president; Dudley F. Fowler, assistant vice president; Charles W. Devoy,
Wfit officer Paul E. Landon, trust officer' J. L. Crolius, assistant trust officer;
;,a• R. Locliwood, assistant trust officer; J. E. Robertson, assistant trust officer.

vie ore department: department: L. B. Heemskerk, vice president; A. W. Austin, assistant
President; John W. McKeon, assistant vice president; Wellington Elmer,

"'altant cashier; H. B. Husted, assistant cashier; Silvio Perera, assistant cashier;
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F. W. C. Rideout, assistant cashier; Rodolfo Rojas, assistant cashier; F. Gee"
zalez-Rosa, assistant cashier.

BANKING DEPARTMENT

Commercial banking: The Bank of America National Association is essentiallY
a commercial bank and the deposit accounts of business organizations, individuals;
and banks are solicited. Liberal credit facilities are extended to industrial an°
commercial houses. Loans are also made on approved collateral.

Thrift department: This department accepts deposits at a higher 
ratedeu 

0,f
interest than that which applies to checking accounts. It is primarily inten 
for the small depositor who is interested in accumulating a fund which ese
remain undisturbed.

Collections: Collection of notes, drafts, foreign checks, and bills of exchange
is the function of this department. With world-wide connections, this institution

renders a collection service which is direct and efficient.
Transfers of funds: The Bank of America National Association is enabled

through its membership in the Federal reserve system and its correspondents te
arrange for transfers of funds to out-of-town points by wire and executes telc
graphic orders from out-of-town depositors to make payments in New Y°r
City.

Credit department: The credit facilities of The Bank of America National..
Association are made available through a carefully organized and efficient credit.

department. Information as to trade conditions, markets, and industrial co'
ditions helpful to the bank's customers is also furnished by this department.

BRANCHES

Branch office system: Through the advantageous location of branch offices „int
strategic business centers of greater New York we are in a position to augrue,if
our national and international banking service by a system of community batutei
Main office, 44 Wall Street; 8 Broadway, Produce Exchange Building; 25t.

Broadway, opposite City Hall; 105 Hudson Street, corner Franklin Stree
399 Broadway; 680 Broadway; 124 Bowery, corner Grand Street; 387 Broo.nle
Street; 28 Mulberry Street; 282 Seventh Avenue; 1451 Broadway; Mach°.
Avenue, corner Fortieth Street; Seventieth Street, corner Madison Avenuej
2018 First Avenue, corner One hundred and fourth Street; One hundred .811711
sixteenth Street, corner First Avenue; 363 East One hundred and forty-run.L,
Street; 4547 Third Avenue; Westchester and Castle Hill Avenues; 3556 Will"'
Plains Avenue.

Brooklyn: 16 Court Street; 166 Montague Street; Court Street, corner SeN;
merhorn; 294 Livingston Street; Flatbush Avenue extension at De NI%
Avenue; 41 Washington Avenue; 211 Fourth Avenue; 131 Union Street; Aventl
U and West Fifth Street; Fifty-fifth Street and Thirteenth Avenue; 6323 F01.1r.
teenth Avenue; 934 Third Avenue; 4924 Fourth Avenue; 8524 Fifth Avenue.

Staten Island: 577 Bay Street, Stapleton, Staten Island.
Queens: Roosevelt and Alburtis Avenues, Corona, Long Island.

STATEMENT OF CONDITION, DECEMBER 31,

1?esources

1929

Cash in vault and in Federal reserve bank..__ $26, 447, 459.33
Due from banks and bankers  99, 115, 462.67

$125,562,922. „4
United States Government securities 19,980,361.
Other securities 33,750,229. !,'K
Loans and discounts 218,323,795.
Customers' liability under acceptances 38,540,863.
5 per cent redemption fund with United States Treasury
Accrued interest receivable and other assets 1,

225,
556,

000. e4"6
876.

437,940,048. 0
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Liabilities

CaPitai  $35, 775, 300. 00
Surplus  35, 500, 000. 00

$71,
3,
1,

305,

50,
4,

275,
153,
869,
904,

832,
174,
702,
28,

1435

300. 00
009. 59
035. 92

8
586. 25

499. 52
920. 00
235. 82
461. 72

tndivided profits 
Itcserved for contingencies, taxes, interest, etc 
bePosit  
' •ab ihty as acceptor, indorser or maker on acceptances and

,....foreign bills 
„Ireulation une arned discount 
vther liabilities 

437,940,048.82
FOREIGN DEPARTMENT

Poreign banking: The foreign department of The Bank of America National,Tgociation is more than 100 years old. This department finances imports from
Fot„1.4trts of the world; finances exports to all parts of the world; buys and sells
eh.eign exchange-draft or cable; issues travelers' letters of credit and travelers'
ecks, insuring proper introduction to our correspondents abroad and safe and

1,venient carrying of funds.
oreign market information: The foreign department has on file reports on41an

if Y of the larger concerns in important foreign cities and all information that
." 'las obtained or can obtain is at the disposal of customers.

TRUST DEPARTMENT

h The fiduciary field embraces a variety of services enabling this bank to assist
rtil individuals and corporations in the management and conservation of all
°Iaris of property.
._rersonal trusts: The personal trust department accepts appointments as

utor to settle estates of deceased persons under will; administrator to settleNate, of deceased persons under court appointment; testamentary trustee to
e2aserve and manage estates under the provisions of a will; trustee under agree-

to conserve and manage estates under living or voluntary trusts; custodian
care for securities, relieving the owner of routine and detail, without his re-

r quishing control; guardian of the estate of minors; committee of the property,Incompetents; agent for individuals.
on he Bank of America National Association administrator to settle estates of

eased persons under court appointment; testamentary trustee to conserve and
(37nage estates under the provisions of a will; trustee under agreement to con-

and manage estates under living or voluntary trusts; custodian to care
securities, relieving the owner of routine and detail, without his relinquishing

control; guardian of the estate of minors; committee of the property of in-
InPetents; agent for individuals.

a Corporate trusts: The corporate trust department accepts appointments as
pe"Po.sitary and agent under escrow, reorganization and voting trust agreements;
tb.seewer; registrar of stocks and bonds; transfer and fiscal agents for corpora-
4̀4Os; trustee under indentures covering note issues; trustee under mortgages
es;lritig bond issues; agent for corporations.

41e tatistical service: Statistical information gathered under the supervision of
trained in analyzing investment securities is available to our depositors

"lkhout charge.

THE BANK OF AMERICA SAFE DEPOSIT CO.

,Modern safe deposit facilities are at the disposal of customers at the followingrees: 44 Wall Street, New York; 105 Hudson Street, at Franklin Street; 680
gtr:oadway at Great Jones Street; 124 Bowery at Grand Street; 28 Mulberry
A l'eet; 1451 Broadway at Forty-first Street; 21 East Fortieth Street at Madison
I, venue; 843 Madison Avenue at Seventieth Street; 2261 First Avenue at One
;11Indred and sixteenth Street; 4547 Third Avenue at One hundred and eighty-
atirth Street; 3556 White Plains Avenue at Two hundred and twelfth Street;g
g
estchester and Castle Hill Avenues; 166 Montague Street, Brooklyn, N. Y.;

i° 
4 Livingston Street, Brooklyn, N. Y. 934 Third Avenue, Brooklyn, N. Y.;
I Union Street, Brooklyn, N. Y.; 211 Fourth Avenue, Brooklyn, N. Y.; Roose-

A
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velt and Alburtis Avenues, Corona, Long Island; 577 Bay Street, StaPleton,
Staten Island, N. Y.

BANCAMERICA-BLAIR CORPORATION

(Identical in ownership with the Bank of America National Association)

Bancamerica-Blair Corporation, formed by consolidation of the internati0n8,1
investment house of Blair & Co. (Inc.) and The Bancamerica Corporation, Is
the 'security affiliate of The Bank of America National Association. It offers
to customers of the bank a complete investment service, maintaining wire con'
nections with principal cities in the United States and abroad.
The corporation underwrites and distributes original issues of investinen!

securities, and offers with recommendation, selected and diversified bonds an"
stocks. It will gladly give information regarding investments and review securitY
holdings upon request.
The principal office of Bancamerica-Blair Corporation is located temporarilf

at 24 Broad Street, New York City. Other offices are as follows: AlbanY,
Atlanta, Baltimore, Boston Buffalo, Chicago, Cincinnati, Cleveland, Hartford,
Los Angeles, Milwaukee, Minneapolis, Oakland, Omaha, Philadelphia,
burgh, Portland, Oreg., Portland, Me., Providence, Rochester, St. Louis, S'
Paul, San Diego, San Francisco, Scranton, Seattle, Syracuse.

Affiliated offices in London, Paris, Berlin, Rome, and Milan. 

Pitts-

BANCA D 'AMERICA E D 'ITALIA

[Societa Anonima—Sede, Sociale, Roma, capitals soclale L.200,000,000 interamente rersato—riaerg
L.38,000,000—threzione generale, Milano]

Situazione dei conti at 31 Ottobre 1929

ATTIVO

CEISSa e depositi dquidi presso Istituti 
Titoli di Stato e garantiti dallo Stato 
Portafoglio:

L.121,
129,

994,
818,

442. 2I
711.0

Proprio 196,934,482. 8!
Incasso 22,055,727. 

22

Riporti:
Su titoli di Stato e garantiti dallo

Stato L.11,225,401.55
Su titoli industriali 34,944,916. 10

46, 170,317. 6„,,5
Titoli di Proprieta 7,294,258. ug
Correntisti—Saldi debitori 102,971,816. !,°,
Banche e corrispondenti—Saldi debitori 268,329,123.
Conti correnti garantiti 47,481,607. 6„'
Debitori per accettazioni ed avalli_  52,857,640. 11;
Stabili ed Impianti 5,309, 177. l'

1,001,217,304. 51
Conti d 'ordine

Titoli e Merci:
A cauzione di servizio 12,646,372.90
A garanzia 91,485,904.37
In deposito 
Della Cassa Prey. Impieg. 

561,
3,
094,
914,

270.
212.

80
15

669, 140,760. 22

1, 670,358,064. 72
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PASSIVO

e Pitale 

takerve pePOSiti a risparmio _  
ganche e corrispondenti—Saldi creditori 
;•redenti all'incasso 
'agegM in circolazione:

Circolari  L. 21, 322,
Ordiikari  3, 073,

lteeettazioni e avalli conto terzi 
1 1.1(10 Previdenza Impiegati 
videndi in corso ed arretrati _ 

k-18conto dell'attivo 
- - ----------------------------

Tii 
Conti d'ordine

tel e Merci: 
A cauzione di servizio  L. 12, 646,
A garanzia  91, 485,
Irk deposit°  561, 094,
Della Cassa Prey. Impieg  3, 914,

L.200,
38,

134,
498,
41,

000,
000,
001,
162,
326,

000.
000.
722.
094.
906.

00
00
60
32
97

997.67
837.58

24,396,835.25
52,857,640. 10

617,036.47
612,051.00

2,478,449.00
8,764,568.86

1,001,217,304.57

372.90
994.37
270.80
212. 15

669,140,760.22

1,670,358,064.79
Presidente del Consiglio de Amm.ne, V. Scialoja.
Direttore Generale, A. Alvin°.

un Sindaco, G. Moro.
II Contabile Capo, G. Marinello.

kneritalia Societa Anonima—Sede Sociale: Milano; capitale interamente
Zaato L. 200,000,000; riservato statutariarnente agli Azionisti della Banca
"'America e D'Italia (mediesma. Direzione).

CONSIGLIO DI AMMINISTRAZIONE

11r.eSidente: S. E. Gr. Cr. Prof. Vittorio Scialoja./,

'Ice presidenti: Rubino Gr. Uff. Avv. Michele, Mole Or. Uff. Dott. Davide.
Alvino Comm. Angelo, Del Gam° Gr. Uff. Luigi, Ferrando Cav.

6!", Ferrara Comm. Edon,rdo, Fimiani Ing. Quirino, Giannini Amedeo P,plannini Comm. L. Mario, Grant, John M., Hale, Prentis C., Latorraca Cav.
A rancesco, Liccioli Ing. Mario, Passalacqua Gr. Uff. Marco, Pedrini Comm.

Perera Comm. Lionello, Taussig Comm. Dott. Edoardo, Vitelli Comm.
s'r,,eseenzo, Zunino Frank A.
,°9gretario del consiglio: Gianrini Comm. Avv. Emilio.
olndacj effettivi: Cortinois Dott. Rag. Angelo, Di Tram Rag. Michele, Lani
V. Cesare, Leva Avv. Domenico, Moro Prof. Rag. Gr. Uff. Giovanni.

ADVISORY COMMITTEE

`runes A. Bacigalupi, P. C. Hale, L. M. Giannini.

GENERAL EXECUTIVE COMMITTEE

d L. M. Giannini, member advisory committee, chairman; A. J. Mount, presi-

44, vice chairman; W. E. Blauer, vice president, vice chairman; Orra E.v; °nnette, vice chairman board of directors, vice chairman; George A. Webster,
„,Te president, vice chairman; James A. Bacigalupi, past president, member
7,;'‘'isory committee; W. A. Bonynge, vice president; G. A. Davidson, vice chair-

board of directors, Louis Ferrari vice president; A. P. Giannini, past
5i dent; A. J. Gock, vice president; Morgan A. Gunst, vice president; P. C.

d ale, vice president, member advisory committee; W. H. Harrelson, vice presi-
A. Pedrini, vice president; L. Scatena, chairman board of directors; A. E.

arbor°, vice president; E. J. Wightman, vice president; W. H. McGinnis,fle
cretary.

A61.- 



1438 BRANCH, CHAIN, AND GROUP BANKING

GENERAL FINANCE COMMITTEE

W. E. Blauer, vice president, chairman; A. J. Mount, president, vice chairman.;
A. J. Gock, vice president, vice president, vice chairman; W. E. Bentz, vice pre81'
dent; Louis Ferrari, vice president; Fred A. Ferroggiaro, vice president; Morel!
A. Gunst, vice president; A. W. Hendrick, vice president; George Panario, vie!,
president; A. E. Sbarboro, vice president; R. E. Trengove, vice president.;
George A. Webster, vice president.

BOARD OF MANAGEMENT, SAN FRANCISCO DIVISION

A. J. Mount, president, chairman; A. Pedrini, vice president, vice chairman;
George A. Webster, vice president, vice chairman; W. E. Baluer, vice presideny
R. B. Burmister, vice president and cashier; Louis Ferrari, vice president; A.
Gock, vice president; Morgan A. Gunst, vice president; W. H. Harrelson, _.1
president; A. W. Hendrick, vice president; F. R. Kerman, vice president; w..
1Cieferdorf, vice president; E. Leimert, vice president; A. E. Sbarboro, vie'
president; W. R. 'Williams, vice president.

BOARD OF MANAGERS, LOS ANGELES DIVISION

H. R. Erkes, vice president, chairman; W. A. Bonynge, vice presidentLvie8
chairman; W. J. Braunschweiger, vice president, vice chairman; W. E.
vice president; A. H. Brouse, vice president; H. R. Coulter, vice presicleny.;
G. A. Davidson, vice chairman board of directors; Orra E. Monnette, vice ob811:,..
man board of directors; Marc Ryan, vice president; R. E. Trengove, vice Pres'
dent; E. J. Wightman, vice president.

REPRESENTATIVES
r'London, John M. Grant, vice president, 13 Moorgate; New York, H•

Preston, vice president, 44 Wall Street; Chicago, A. A. Wilson, vice presideny
105 West Adams Street.

BRANCHES

Alameda,, Alhambra, Anaheim, Anderson, Angels Camp, Arcadia, Aro8_,,t8
Atwater, Bakersfield, Benicia, Berkeley, Beverly 

Hills, 
Brawley, Burban'„

Burlingame, Camarillo, Centerville, Chico, Chula Vista, Colma, ComPt.t
Concord, Corning, Coronado, Crescent City Culver, City, Daly City, Danyln`'
Dos Palos, Eagle Rock, East Bakersfield, El Centro, Emeryville, Escondido,
Eureka, Fairfax, Fillmore, Firebaugh, Fort Bragg, Fortuna, Fresno, Fullerton;
Gilroy, Glendale, Gridley, Gustine, Half Moon Bay, Hanford, Hayward, Henj.ds;
burg, Highland Park, Hollister, Hollywood, Huntington Park, Kelseyville, BO°
City, Knights Landing, La Jolla, Lakeport, La Mesa, Lancaster, LankershO'
Live Oak, Livermore, Lodi, Lompoc, Long Beach, Los Angeles, Los Ball°8'
Los Gatos, Madera, Manteca, Martinez, Marysville, Mayfield, Mendoc1n.°1
Merced, Mill Valley, Modesto, Monrovia, Monterey, Morgan Bill, Mount 8
View, Napa, National City, Newhall, Oakland, Ocean Beach, Ocean
Oceanside, Ojai, Ontario, Orange, Oroville, Palmdale, Palo Alto, Pasadena, P88"
Robles, Pescadero, Petaluma, Piru, Pittsburg, Placentia, Pleasanton, Powell!'
Redding, Redondo Beach, Redwood City, Reedley, Roseville, Sacrarnenw"
Salinas, San Anselmo, San Bernardino, San Bruno, San Diego, an Ferns/101
San Francisco, Sanger, San Jose, San Juan Bautista, San Leandro, San 1.'1,8

A 
1

Obispo, San Mateo, San Miguel, San Pedro, San Rafael, Santa Ana, San,'
Barbara, Santa Clara, Santa Cruz Santa Maria, Santa Monica, Santa Pal"8'
Santa Rosa 

'
, Sausalito, Sawtelle, Selma, Shafter, Soledad, Sonoma, South SS'

„

Francisco St. Helena, Stockton, Sunnyvale, Taft, Tipton, Torrance, Tr8e3li
Tulare, 'Ukiah, Cacaville, Vallejo, Van Nuys, Venice, Ventura, Visalia,
Creek, Wasco, Watsonville, Wheatland, Willows, Wilmington, Winters, WOO”.
land, Yreka, Yuba City.
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national bank—Condensed statement of condition, Bank of Italy, National Trust
& Savings Association, December 31, 1929

Pirst mortgage loans on real estate
her loans and discounts 

Ot

tillited States bonds and certificates of
s. lidebtedness 
o'te, County, and municipal bonds 

RESOURCES

stther bonds and securities
'rick in Federal reserve bank 

Total United States and other
securitiesPue from Federal reserve bank 

`-'ash and due from other banks 

Total cash and due from banks
"(11,,king premises, furniture, fixtures, and safe deposit vaults
0„492 banking offices in California) 
e'er real estate owned 
owltoniers' liability under letters of credit and acceptances_ _

storners liability on bills purchased and sold 
&crest earned on bonds and loans 
vtlier resources 

$243,
297,

945,
671,

840.
877.

55
15

177,894,688.63
49,935,009.89
15,859,041.20
2,850,000.00

$25,626,547.95
158,240,958.80

Total resources 

Nposits:
LIABILITIES

Savings $582,873,629.68
Commercial 

tte,,t,ters of credit and acceptances
r,!'18 sold with our endorsement
61.reu1ation 
Ividends unpaid _ 

311,019, 103. 19

a•Pital 
and profits 

$50,
58,

000,
251,

000.
158.

00
52

Illvested capital 
----------------------------------------

Total liabilities ----------------------------------

$541,617,717.70

246,538,739.72

183,867,506.75

31,958,656. 19
114, 100,448.62
37,506,471.70
3,881,415.04
4,974,555.62
667,861.75

1, 055, 113,373.09

893,892,732.87
37,506,471.70
3,881,415.04
8,566,080.00
3,015,514.96

946,862,214.57

108,251, 158.52

1, 055, 113,373.09

All charge-offs, expenses, and interest payable to end of year have been deducted
,above statement.
More than 1,500,000 depositors.

DIRECTORS

Edw. C. Aldwell, James A. Bacigalupi, W. A. Bonynge, H. Cartan, Eustaceifilinan, G. A. Davidson, P. J. Dreher, Paul B. Fay, Alfred Ghirardelli, George
Giannini, A. J. Gock, Morgan A. Gunst, P. C. Hale, C. N. Hawkins, L. M.

DIxeDonald, J. A. Migliavacca, A. J. Mount, N. A. Pellerano, A. E.. Scarboro,
W,Yer Siegel, Waller Taylor, E. J. Wightman, 0. J. Woodward, Geo. W. Peltier,
o • W. Garthwaite, W. J. Kieferdorf, Dr. D. E. Bacigalupi, W. E. Blauer, Dr.
p' E. Caglieri, C. C. Chapman, Clarence P. Cuneo, W. W. Douglas, Will S.11.1Wcett, Mark E. Fontana, A. P. Giannini, L. M. Giannini, Chas. F. Grondona,
narshal Hale, Win. H. Harrelson, J. F. Leahy, John G. Mattos, jr., Orra E.p, on net te • A. Pedrini, Robt. D. Rossi, L. 8catena, J. H. Skinner, R. B. Teffy,`teorge Webster, Jos. F. Cavagnaro, Louis Ferrari, F. A. Ferroggiaro.
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BANK OF AMERICA OF CALIFORNIA

Statement of condition at close of business, December 81, 1929

Resources:
Loans and discounts  $244 145, 134. 5,9q

Earned interest receivable  

5162, 063364: 362172.

3 

. ii

, 228, 997. I

United States and municipal bonds, other securities 
Bank premises, equipment, and vaults 
Customers' liability under acceptance and letters of credit_

3, 000, 5120. 752

Cash and due from banks 

Total resources  

571: 452191: 34959 77Other resources 

Liabilities: 

377, 986, 434. 41

Reserve for interest, taxes, etc  

20 000,, 000: 005Capital stock 

Acceptances and letters of credit  

671,, 075007008,, 0243083.: 0°24Surplus 
Undivided profits 

Total liabilities  

33371,:, 682325042:, 45471:
Deposits  

. ,5)Other liabilities 

377, 986, 434. 47
ofTotal resources of the Bank of America of California, the Corporation d

America, Merchants National Realty Corporation, America Investment Co., 911,4
affiliated banks and trust companies owned or controlled by the stockholders "
the Bank of America of California are in excess of $400,000,000.

OFFICERS
President: E. J. Nolan.
Vice presidents: C. R. Bell, Marco H. Hellman, Irving H. Hellman, Will

Morrish, Howard Whipple, R. M. Philleo (cashier), H. H. Ashley (manit.„goi
.trust department), H. R. Coulter (comptroller), Robert R. Yates, F. N. P,e

grano, jr., Louis H. Moore, R. W. Watson, J. A. Westmoreland, J. M. DuP'''
Arthur S. Crites, John M. Perry, Hilliard E. Welch, T. J. Brant, J. H. Roses-
berg, C. W. Prollius, G. W. Schmitz, A. G. Maurer, B. H. Brown, G. L. PaPf;
H. B. Kelley, Thomas M. Williams, Stewart McKee, E. A. Winstanley, R°f4't
Bocqueraz, J. A. Taylor, L. S. Colyer (trust officer), J. E. McGuigan (Otis
officer), F. H. Gay, and G. M. McClerkin.

COMPREHENSIVE TRUST SERVICE

The trust department acts as executor, administrator, guardian, and 006t
trustee under wills; also as trustee under living trusts, in life insurance tril,
agreements, and for subdivisions. The corporate trust department is equiPPe","4
to act as trustee under indentures to secure bond issues, as transfer agent
registrar of corporate stocks, as dividend disbursing agent, and as depository f('
reorganization committees. 

theTo the permanency and financial responsibility of a corporate trustee,
trust department of this bank adds the advantages of state-wide facilities, Yer",.i.
of experience, and the most modern equipment in conducting all forms of trio'
activity for its clients..k

AMERICA INVESTMENT CO. OWNED BY THE SHAREHOLDERS OF BANK OF AMEBIC.*
OF CALIFORNIA

Complete investment service, including the underwriting and distribution
high-grade securities, is afforded. Stocks and bonds, listed and unlisted, tn
bought and sold in all markets. Direct access to private wires permits proroP
execution of New York Stock Exchange transactions. e•
Members: Los Angeles Stock Exchange and Los Angeles Curb Exchang b

Associate members: San Francisco Stock Exchange and San Francisco CU/
Exchange.

Business with the America Investment Co. may be transacted through Ar/
branch of the Bank of America of California.
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SAN FRANCISCO BRANCHES

Northern division headquarters, 631 Market Street.
Bay V ew, 4850 Third Street.
Bush-Montgomery, Bush and Montgomery Streets.
tionohoe-Kelly, 68 Sutter Street.
French American, 108 Sutter Street.
F.ugazi, 2 Columbus Avenue.
Llayes Valley, 498 Haves Street.
numboldt, 783 Market Street.
North Beach, 1500 Stockton Street.
Oriental, 939 Grant Avenue.

SAN FRANCISCO REGIONAL ADVISORY BOARD

, 
'

Leon Bocqueraz, chairman of the board of directors; Wyatt Allen, grain1. 00
00 toirokee; C. J. Auger, jeweler; J. A. Bergerot, insurance; X. de Piehon, agent,
24 8+ ° FI3 P a gn i e du Bolco; 

H
George Filmer, Filmer, Bradford & Maxwell; L. S. Gold-

57 'HI, president L. S. Goldstein Co.; Christian ellwig, capitalist; W. J. Hotchkiss,
24 tresident Standard Creamery Co.; A. P. Jacobs, president Jacobs, Nalcolm Jc
60 „lilt; A. G. Luchsinger, jr., vice president Humboldt branch; Louis R. Lurie,
77 

,resident the Lucie Co.; R. D. McElroy, real estate and insulance G. W. McNear,
,....- ;Tfiorter and exporter; Dr. Howard Morrow, physician; Dr. J. H. O'Connor,
47 VIYsician; Oliver J. Olson, president Oliver J. Olson Co., shipping; A. Pechoultres,

'esident Pacific Realty Co.; G. Pouchon, capitalist; C. R. Puckhaber, vice
of Itaft

1*
lifdent Fresno branch; Carl Raiss, Carl Reiss & Co.; Arthur E. Rowe, capi-

ied ?Lust; Adolph P. Scheid, capitalist; Dr. T. E. Shumate, president Shumate
3 of "arinacies; John G. Sutton, capitalist; Kenneth Walsh, Walsh, O'Connor & Co.

BOARD OF DIRECTORS

Chairman: Leon Bocqueraz.
F. .Members: Morgan Adams, president Mortgage Guarantee Co., Los Angeles;

ger n• Ashley, vice president and manager trust department; C. H. Baker, C. H.
2aker Co., an Francisco and Los Angeles; Thomas W. Banks, Banks, Huntley

Rs, Co., Los Angeles; F. N. Belgrano, jr., vice president; C. R. Bell, vice president;
en' ur S. Bent, president Bent Bros., Los Angeles; Roger Bocqueraz, vice presi-

4,ent American Solvents & Chemic 11 Co., San Francisco; T. J. Brant, director
et Ole Insurance & Trust Co., Los Agneles• B. C. Brown, Chas. Brown & Sons,11 Francisco; Louis M. Cole, president Royal Packing Co., Los Angeles; R. H.

e °Mils, Collins Kelvinator Corporation, Pasadena; 11. H. Cotton, chairman
3'ecutive committee, Municipal Bond Co., Los Angeles; H. R. Coulter, vicePresident and comptroller; Arthur S. Crites, vice president; 0. K. Cushing,
4.11,811ing & Cushing, attorneys, San Francisco; A. de Bretteville, vice president

ao ". & A. B. Spreckels Securities Co., San Francisco; D. M. Dorman, chairman of
1 ?oardof directors, California Dairies, (Inc.), Los Angeles; J. M. Dupes, vice presi-4
ed (lent; E. E. Duque secretary and general manager California Portland Cement Co.,

Jad li'es Angeles; F. J. Edoff, capitalist, Oakland; D. K. Edwards, cepa-dist, Losor gngeles; Herbert W. Erskine, Keyes & Erskine, attorneys, San Francisco; C. W.
'4Y, vice president Fay Improvement Co., San Francisco; W. D. Fennimore,

he troesident California Optical Co., San Francisco; F. W. Flint, jr., capitalist,
8 Angeles; H. W. Frank, Harris & Frank, Los Angeles; H. C. Fryman, presi-

tot 'Aent Hayward Hotel Co., Los Angeles; James A, Gibson, jr., Gibson, Dunn &.,:rutcher, attorneys, Los Angeles; J. A. Grennan, John A. Grennan, real estate,
2,4n Francisco; Alfred Harrell, the Bakersfield Californian, Bakersfield; MarcoLI Hellman, vice president; Irving II. Hellman, vice president; James W. Hell-
Tell, president Hellman Hardware Co., Los Angeles; Will E. Keller, capitalist,
8 Angeles; John E. Marble, capitalist, Los Angeles Henry S. McKee, presidentTof n Cerican apital Corporation, president Pacific Investing Corporation, Losre IFeles• Clay Miller, Clay Miller & Co., San Francisco; A. I. Morlan, president

Otte Guarantee & Trust Co., Los Angeles; Will F. Morrish, vice president; E. J.
"t:elan, president,. Geo. L. Payne, Payne's Bolt Works, San Francisco; John M.e• errY, vice president; R. M. Philleo, vice president and cashier; Paul A. Pflueger,.1) !).3irtner, Max I. Koshland Co., San Francisco; R. I. Rogers, capi te list, Los Angeles;,prile. Shultz, capitalist, Los Angeles; Howard Sprecels, the Spreckels Companies,
'4n. Francisco; Joseph Toplitzky, Joseph Toplitzky Co., real estate and invest-

k.ents, Los Angeles; Nion R. Tucker, Tucker, Hunter, Dulin & Co., San Fran-
cisco; 11. A. Van Norman, chief engineer and general manager, bureau of water-
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works and supply, city of Los Angeles; 0. A. Vickrey, 0. A. Vickrey & Co., real
estate, Los Angeles; Hilliard E. Welch, vice president; Howard Whipple, vice
president; Robert R. Yates, vice president.

HEAD OFFICE AND BRANCHES

Head office: 660 South Spring Street, Los Angeles.
Branches: Alameda, Alturas, Anaheim, Antioch, Arcata, Arroyo Grande'

Auburn, Bakersfield (2 branches), Bell, Berkeley (7 branches), Bieber,
Brentwood, Chino, Chowchilla, Cloverdale, Colfax, Colton, Dinuba, DIxon,

FlDunsmuir, Elk Grove, Encinitas, Exeter, Fall River Mills, Fellows, orence'
Fowler, Fresno, Gardena, Geyserville, Glendale, Graham, Grass Valley, Reside'
burg, Hermosa Beach, Hilmar, Hollister, Hollywood, Huntington Park, Isleton,
La Habra, Lincoln, Livingston, Lodi, Lone Pine, Los Angeles (36 branches),
Maricopa, Modesto, Monterey Park, Napa, Nevada City, Newcastle, Norwalk,
Oakdale, Oakland (11 branches), Orland, Pacific Grove, Palm Springs, Petalunint
Pismo Beach, Placerville, Point Reyes Station, Ramona, Red Bluff, Redlands,
Richmond, Ripon, Riverside, Sacramento (4 branches), St. Helena, San 13er-
nardino, San Carlos, San Clemente, San Diego, San Francisco (10 branches),
San Jose, San Luis Obispo, San Pedro, Santa Rosa, Solana Beach, South Pao;
dena, Stockton, Suisun, Susanville, Taft, Tomales, Truckee, Turlock, UPlenu'
Vallejo, Valley Ford, Visalia, Walnut Park, Whittier, Williams, Yuba City.

Mr. BACIGALUPI. Each of these corporations is operated entirelY
independent of the others and managed—in so far as the ordinary
conduct of their business is concerned—exclusively by its own coo'
petent body of officers and directors. Naturally, Transamerica Cor-
poration exercises its legitimate prerogatives as the principal owner
and keeps in constant touch with the activities of its various proper'
ties through regular reports that are issued within the organizations
for the information and guidance of their own officers. PracticallY
all of the policies of these various institutions were established before
Transamerica Corporation was formed, and are still pursued. AO
radical departure from any of these policies or abnormal expenditures,
however, would call for prior consultation and consent of the manage'
ment of Transamerica Corporation. The sole concerns of Trans;
america Corporation are to select and maintai4 competent boards.e,'
directors and managements for its holdings and to cooperate vat'l
them in promoting the efficiency and profitableness of their operations.
The financial dealings between Transamerica Corporation and lt5

controlled banks are purely those of depositor and depositary.
As between the subsidiaries themselves, all financial transactions

are kept wholly within the law and the dictates of sound business
judgment. Borrowings by subsidiary companies from any of the
subsidiary banks have been and are exceptional and entirely upon s
well secured basis (listed stocks and bonds with an ample margui).
As between the subsidiary banks in the matter of bank deposits allu

exchange, all other things being equal, preference is given by one t°
the other, but as regards new business, where they chance to operet,e
in the same territory, keenest legitimate competition is the rule. Eau'
subsidiary possessing a competent management and being held respon-
sible for the safe and profitable conduct of its own affairs, no other et'
titude could reasonably be expected.

Exhibit U contains a copy of the articles of incorporation, a copY
of the by-laws, and a list of the directors and principal officers of Trans'
america Corporation.
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(Exhibit U, referred to is here printed in full, as follows:)

DIRECTORS OF TRANSAMERICA CORPORATION

Elisha Walker, chairman board of directors Transamerica Corporation
George N. Armsby, vice president Bancamerica-Blair Corporation

A. Baeigalupi, general counsel Transamerica Corporation and chairman
"IVelOry committee Bank of Italy National Trust & Savings Association.C. R. Bell, vice president Bank of America of California.
w • E. Blauer, vice president and chairman general finance committee Bank of
8̀.,,ly National Trust & Savings Association.

Bocqueraz, chairman board of directors Bank of America of California.
Barry Bronner, director Bancamerica-Blair Corporation.

„Edward H. Clark. president Cerro de Pasco Copper Corporation and president
'11:1Ine State Mining Co.
, Paul D. Cravath, Cravath, de Gersdorff, Swaine & Wood, attorneys, Newcork.
, Edward C. Delafield, president the Bank of America National Association,v4ew York.

Louis Ferrari, v;ce president Bank of Italy National Trust & Savings Associa-tion.

.1, W. W. Garthwaite, vice chairman board of directors Bank of Italy National
+rust & Savings Association.
1..A. H. Giannini, chairman board of directors the Bank of America National
eaociation, New York.

L. 
Giannini, chairman advisory committee Transamerica Corporation.

" M. Giannini, president Transamerica Corporation.,
„‘,. N. Hawkins, president California Cattlemen's Association.
r: C. Hale, vice president and member advisory committee, Bank of Italyvlafional Trust & Savings Association.
Hunter S. Marston, president Bancamerica-Blair Corporation.
Jean Monnet, vice chairman board of directors, Transamerica Corporation.W. F. Morrish, vice president Bank of America of California
A. J. Mount, president Bank of Italy National Trust & Savings Association.
• J. Nolan, president Bank of America of California.
„4. Pedrini, vice president Bank of Italy National Trust & Savings Association.
'I, • P. Preston, vice president Transamerica Corporation.

1_4• E. Rovensky, vice chairman board of directors the Bank of America National
'"Bociation, New York.
. E. Sbarboro, vice president Bank of Italy National Trust & Savings Asso-ciation.
11 R. Tinker, chairman executive committee Bancamerica-Blair Corporation.
George A Webster, vice president Bank of Italy National Trust & Savings'seociation.

BY-LAWS OF TRANSAMERICA CORPORATION

OFFICES

Q 1. The principal office shall le in the city of Wilmington, county of New. aatle, State of Delaware, and the name of the resident agent in charge thereof18
the„, Corporation Trust Co. of America.
the corporation may also have offices at such other places as the board of

`arectors may from time to time appoint or the business of the corporation mayequj

SEAL

2. The corporate seal shall have inscribed thereon the name of the corporation,q,.4d the words "Incorporated October 11, 1928, Delaware.” Said seal may beotmed by causing it or a facsimile thereof to be impressed or affixed or reproduced„I. otherwise. The secretary may have duplicate seals made and deposited for8e with such officers as the board of directors may designate.

STOCKHOLDERS' MEETINGS

The first or organization meeting of the stockholders shall be held at 460
,7ontgomery Street, San Francisco, Calif. All other meetings of the stockholders

be held at the office of the corporation in the city of Wilmington, county of
'ew Castle, State of Delaware: Provided, however, That the board of directors
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may hold said meetings in such other office or place as the said board nig
designate.

4. An annual meeting of the stockholders, after the year 1928, shall be held
on the second Saturday of February in each year, if not a legal holiday, and if
legal holiday, then on the next Saturday following, at 10 o'clock a. in., 01
they shall elect by a plurality vote, by ballot, a board of directors, and transac
midh other business as may properly be brought before the meeting.

5. The holders of a majority of the stock issued and outstanding, and entitled
to vote thereat, present in persons, or represented by proxy, shall be requisite
and shall constitute a quorum at all meetings of the stockholders for the trans;
action of business except as otherwise provided by law, by the certificate ei
incorporation or by these by-laws. If, however, such majority shall not be Pre;
sent or represented at any meeting of the stockholders, the stockholders entitle°
to vote thereat, present in person, or by proxy, shall have power to adjourn Or,
meeting from time to time, without notice other than announcement at the IneelA
ing, until the requisite amount of voting stock shall be present. At such adjourneu
meeting at which the requisite amount of voting stock shall be represented BuY
business may be transacted which might have been transacted at the meeting
as originally notified.

6. At each meeting of the stockholders every stockholder having the right 
to

vote shall be entitled to vote in persons, or by proxy appointed by an instru-
ment in writing subscribed by such stockholder or by his duly authorized attorneYt
and submitted to the secretary at or before such meeting and bearing a date irr
more than three yaers prior to said meeting, unless said instrument provides
a longer period. Each stockholder shall have 1 vote for each share of stock haviugt
voting power, registered in his name on the books of the corporation, except tbs
no share of stock shall be voted on at any election for directors which has beellh
transferred on the books of the corporation within 20 days next preceding sUce
election: Provided, however, That the board of directors shall have power to el°,
the stock transfer books of the corporation for a period not exceeding 40 dar,
preceding the date of any meeting of stockholders, or the date for payment °„'
any, dividend, or the date for the allotment of rights, or the date when any changu
or conversion or exchange of capital stock shall go into effect: Provided, however;
That also in lieu of closing the stock transfer books ag aforesaid, the board el_
directors shall have authority to fix, in advance, a date not exceeding 40 dal
preceding the date of any meeting of stockholders, or the date for any payment 
dividend, or the date for the allotment of rights of the date when any change 13,`,
conversion or exchange of capital stock shall go into effect as a record date fu„'
the determination of the stockholders entitled to notice of and to vote at Of,
Bush meeting, or entitled to receive payment of any such dividend, or to any sue
allotment of rights, or to exercise the rights in respect of any change, conversionet
or exchange of capital stock, and in such case only such stockholders as shall b,
stockholders of record on the date so fixed shall be so entitled to such notice ule
and to vote at such meeting or to receive payment of such dividend, or to reeelv,
such allotment of right, or to exercise such rights as the case may be, notwit"-
standing any transfer of any stock on the books of the corporation after auYci
such record date fixed as aforesaid. The vote for directors, and, upon the deniall,
of any stockholder, the vote upon any question before the meeting, shall be °J
ballot. All actions shall be had and all questions decided by a plurality vote. ,
7. Written notice of the annual meeting shall be mailed to each stockholde,,'

entitled to vote thereat at such address as appears on the stock book of di'
corporation, at least 10 days prior to the meeting.

ss8. Special meetings of the stockholders, for any purpose, or purposes, un.e
otherwise prescribed by statute, may be called by the president, and shall bes
called by the president or secretary at the request in writing of a majority '3'
the board of directors, or at the request in writing of stockholders owning a mai();
ity in amount of the entire capital stock of the corporation issued and outstan,e
ing, and entitled to vote. Such request shall state the purpose or purposes of
proposed meeting.
9. Business transacted at all special meetings shall be confined to the objects

stated in the call.
10. Written notice of a special meeting of stockholders, stating the time Ode

place and object thereof, shall be mailed, postage prepaid, at least 10 days befuro
such meeting, to each stockholder entitled to vote thereat at such address a
appears on the books of the corporation.
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11. All notices required by these by-laws or otherwise to be mailed may be
railed either from the principal office of the corporation at Wilmington, Del., or
'ern any other office or place that may be determined by the board of directors.

DIRECTORS

bol2. The property and business of this corporation shall be managed by itstt
rd of directors, three in number. Directors need not be stockholders. TheyQuill

L be elected at the annual meeting of the stockholders and each director shall
elected to serve until his successor shall be elected and shall qualify.
13. The directors may hold their meetings and have one or more offices, and

'0'eaP the books of the corporation, except the original or duplicate stock ledger,
till de of Delaware or at such other offices of the corporation or other places as

e,Y may from time to time determine.
14. In addition to the powers and authorities by these by-laws expressly

eeriferred upon them, the board may exercise all such powers of the corporation
do all such lawful acts and things as are not by statute or by the certificate

1;1 incorporation or by these by-laws directed or required to be exercised or done
Y the stockholders.

COMMITTEES

,1.15. There shallibe an executive committee of such number as the board of
tectors may determine, appointed by the board of directors, all of whom shall
„7 ,Members of the board of directois. The members of the executive com-
iilLtee shall hold office for one year and until their respective successors shall be
.R13einted. The executive committee shall, between sessions of the board, have

the powers of the board of directors in the management of the business and
.̀.aairs of the corporation, and shall have power to authorize the seal of the
'°rporation to be affixed to all papers which may require it. The taking of anyit
Jti?n by the executive committee shall be conclusive evidence that the board

directors was not, at the time of such action, in session.
0,18. The secretary or a member of the executive committee shall keep minutes
ti all its proceedings and all proceedings shall, from time to time, be reported
_0. the board of directors and shall be subject to revision or alteration by the board
°01 directors provided no rights of third parties shall be affected by such revision
nt alteration. The presence of two members of the executive committee shall
0n8titute a quorum for the transaction of business. The executive committee
q'lly take action without a meeting on the written approval of such action by a
triatJority of the committee. A majority of the directors may fill vacancies intt e executive committee. The board of. directors shall appoint the chairman of
;IC executive committee and a vice chairman or such number of vice chairmen°a the board may determine.

The board of directors may appoint other committees, each committee toeon.aist of two or more of the directors which, to the extent provided in the reso-t on appointing the committee or in these by-laws, shall have and may exercise
.Powers of the board of directors and the management of the business and
airs of the corporation and may have power to authorize the seal of the eor-

!Oration to be affixed to all papers which may require it. Such committee or
nnirrlittees shall have such name or names as may be stated in these by-laws or
"? limy be determined from time to time by resolution adopted by the board of
directors. Every committee shall keep regular minutes of its proceeding and
tePort the same to the board when required.

COMPENSATION OF DIRECTORS

b 17. Directors, as such, shall not receive any stated salary for their services/
lit by resolution of the board, a fixed sum and expenses of attendance, if any,WaY be allowed for attendance at each regular or special meeting of the board:,,,rovided, That nothing herein contained shall be construed to preclude any,smireetor from serving the corporation in any other capacity and receiving corn-

i'easation therefor.
8 18. Members of special or standing committees may be allowed like compen-
ation for attending committee meetings.
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MEETINGS OF THE BOARD

19. The newly elected board may meet at such place and time as shall be Oecl
by the vote of the stockholders at the annual meeting, for the purpose of orgare
ization or otherwise, and no notice of such meeting shall be necessary to t A
newly elected directors in order legally to constitute the meeting: Provided,
majority of the whole board shall be present; or they may meet at such P151
and time as shall be fixed by the consent in writing of all the directors.

20. Regular meetings of the board may be held without notice at such tinae
and place as shall from time to time be determined by the board.

21. Special meetings of the board may be called by the president on two daY;
notice to each director, either personally or by mail or by telegram; aPeCte
meetings shall be called by the president or secretary in like manner and on II`
notice on the written request of two directors.

22. At all meetings of the board two directors shall be necessary and sufficietlt!
to constitute a quorum for the transaction of business, and the act of a major
of the directors present at any meeting at which there is a quorum shall be the
of the board of directors, except as may be otherwise specifically provided Lo
statute or by the certificate of incorporation or by these by-laws.

OFFICERS

23. The officers of the corporation shall be chosen by the directors and sheli.
be a president, two executive vice presidents, vice presidents, a treasurer,

secretary, assistant vice presidents and assistant treasurers, and assistant WT..
taries. The board of directors may also choose additional executive vice lott
dents, vice presidents, assistant vice presidents, assistant secretaries and asel,.
ant treasurers, and such other officers as they may determine. The see 0
tary and treasurer may be the same person, and any assistant treasurer may ste
be an assistant secretary and any vice president may hold at the same time
office of secretary or treasurer. of

24. The board of directors, at its first meeting after each annual meeting.,e
stockholders, shall choose a president, the executive vice presidents, the v1:1
presidents, the secretary and the treasurer, and such other officers as they 111''
determine, none of whom except the president need be members of the board.

25. The board may appoint such other officers and agents as it shall deeatli

necessary, who shall hold their offices for such terms and shall exercise alge
powers and perform such duties as shall be determined from time to time bY "
board. A V26. The salaries of all officers and agents of the corporation shall be fixe-
the board of directors.

27. The officers of the corporation shall hold office until their successors ared
chosen and qualify in their stead. Any officer elected or appointed by the boft,r
of directors may be removed at any time by the affirmative vote of a mail:0i
of the whole board of directors. If the office of any officer or officers becoMee
vacant for any reason, the vacancy shall be filled by the affirmative vote of
majority of the whole board of directors.

THE PRESIDENT

28. (a) The president shall be the chief executive officer of the corporatione;

he shall preside at all meetings of the stockholders and directors; he shall bill
general and active management of the business of the corporation, and shall
that all orders and resolutions of the board are carried into effect.

(b) He shall execute bonds, mortgages and other contracts requiring a gel'
under the seal of the corporation.
(c) He shall be ex officio a member of all standing committees, and shall

the general powers and duties of supervision and management usually vested IP
the office of president of a corporation.

EXECUTIVE VICE PRESIDENTS AND VICE PRESIDENTS

29. (a) The executive vice presidents and the vice-presidents, in the order °ef
their seniority, shall, in the absence or disability of the president, perform thr
duties and exercise theopowers of the president, and shall perform such °the
duties as the board of directors may prescribe.
(b) Each executive vice president shall have the same powers as the president

and, while subject to the authority of the president, may exercise such powers

II
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notwithstanding the fact that the president is not absent or disabled. Any
action taken by a vice president in the performance of the duties of the president,
pr either executive vice president, shall be conclusive evidence of the absence or
Inability to act of the president and the executive vice presidents at the time
Such action was taken. The vice presidents shall also have such other and further
duties as may be assigned to them respectively by the board of directors.
(c) Upon any vacancy in the office of president caused by death or incapacity

Or any reason deemed sufficient by the board of directors, the senior executive
Vice president shall succeed to the office of president and in the event of the death
or incapacity of both the president and the senior executive vice president, the
Other executive vice presidents and the vice presidents, in the order of their senior-
ity, shall succeed to the offices of president and executive vice presidents, respec-
tively, until otherwise ordered by the board.

THE SECRETARY AND ASSISTANT SECRETARIES

30. (a) The secretary shall attend all sessions of the board and all meetings
of the stockholders and record all votes and the minutes of all proceedings in a
book to be kept for that purpose; and shall perform like duties for the standing
committees when required. He shall give, or cause to be given, notice of all
Meetings of the stockholders, and of the board of directors, and shall perform such
Other duties as may be presented by the board of directors, the president, or the
xecutive vice presidents, under whose supervision lie shall be. He shall keep

,In safe custody the seal of the corpozation, and when authorized by the borrd or
1Iese by-laws, affix the same to any instrument requiring it, and when so affixed

It shall be attested by his signature or by the signature of the treasurer. He
shall be sworn to the faithful discharge of his duty.
(b) The assistant secretaries, in the order of their seniority, shall, in the absence

°r disability of the secretary, perform the duties and exercise the powers of the
Secretary, and shall perform such other duties as the board of directors shall
Prescribe.

THE TREASURER AND ASSISTANT TREASURERS

31. (a) The treasurer shall have the custody of the corporate funds and securi-
ties , and shall keep full and accurate accounts of receipts and disbursements in
nooks belonginK to the corporation and shall deposit all moneys and other
Valuable effects in the name and to the credit of the corporation, in such deposi-
tories as may be designated by the board of directors.
(b) He shall disburse the funds of the corporation as may be ordered by the

board, taking proper vouchers for such disbursements, and shall render to the
President and directors, at the regular meetings of the board, or whenever they
rutty require it, an account of all his transactions as treasurer and of the financial
condition of the corporation.
. (c) He shall give the corporation a bond. if required by the board of directors
in a sum, and with one or more sureties, satisfactory to the board, for the faithful
Performance of the duties of his office, and for the restoration to the corporation,
In case of his death, resignation, retirement, or removal from office, of all books,
Papers, vouchers, money, and other property of .whatever kind in his possession
or under his control belonging to the corporation; but the board of directors
ItlaY, if they see fit, dispense with such bond.
(d) The assistant treasurers in the order of their seniority shall, in the absence

,Or disability of the treasurer, preform the duties and exercise the powers of the
treasurer, and shall perform such other duties as the board of directors shall
Prescribe.

SIGNATURES

32. (a) All checks, drafts, notes, acceptances, bills of exchange and all other
Obligations of the corporation shall be signed by the following officers, to wit,
President, or executive vice president, any vice president, ally assistant to
President, any vice president, the treasurer or assistant treasurer and secretary
Pr assistant secretary, or by any person or persons thereunto authorized by the
noard of directors. The president or executive vice president, or any vice presi-
dent, or any assistant to the president, or any assistant vice president, or the treas-
urer or any assistant treasurer, secretary-or any assistant secretary, is authorized
to indorse on behalf of the corporation, any checks, drafts, acceptances, bills of
exchange, notes or other negotiable instruments, and to accept any bills of ex-
change, drafts or acceptances.

100136—S0—vox, 2 PT 11-8
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(b) All indorsements, assignments, transfers, stock powers or other instru-
ments of transfer of securities standing in the name of the corporation shall be

executed for and in the name of the corporation by any of the following officers,

to wit, the president, or executive vice president, or any vice president, or anY
assistant to the president, or any assistant vice president, or the treasurer or anY
assistant treasurer, or the secretary or any assistant secretary, or by any other
person or persons thereunto authorized by the board of diectors.
(b) The president, the executive vice president, any vice president, an

assistant to the president, any assistant vice president, the treasurer, any assistant
Y

treasurer, or the secretary or any assistant secretary, may execute a proxy t°
vote any stock standing in the name of this corporation.
(d) General signing powers shall be vested in the president, the executive v!ce

president, any vice president, any assistant to the president or any assistant vice
president, the treasurer, any assistant treasurer, acting with the secretary or anY
assistant secretary, and said officers are authorized to execute all contracts, deeds,
conveyances, mortgages, pledge agreements, negotiable instruments of all kinds,
and all other written instruments or documents affecting the business or the

property of this corporation, and no resolution of any kind or character of the
board of directors shall be necessary in order to evidence said authority.

(e) It shall not be necessary to the validity of any instrument executed by anY
authorized officer of this corporation that the execution of such instrument be,
evidenced by the corporate seal, and all documents, instruments, contracts, an°
writings of all kinds signed on behalf of the corporation by any authorized officer
thereof shall be as effectual and binding on the corporation without the corporate
seal as if the execution of the same had been evidenced by the affixing of the
corporate seal.

VACANCIES

33. If the office of any director or directors becomes vacant by reason of death,
resignation, retirement, disqualification, removal from office, or otherwise,, the
remaining directors, though less than a quorum, shall choose a successor or sue'
cessors, who shall hold office until the next annual election and until a successor

or successors have been duly elected, unless sooner displaced.

DUTIES OF OFFICERS MAY RE DELEGATED

34. In the case of the absence of any officer of the corporation, or for anY
other reason that the board may deem sufficient, the board may delegate, for the
time being, the powers or duties, or any of them, of such officer to any other offi.
eer, or to any director: Provided, a majority of the entite board concur therein.

REMOVAL

35. Any person elected to office by the board of directors may be remo ved.!t
any time upon vote of the majority of directors in office at any meeting specln-
cally called for the consideration of such removal.

CERTIFICATES OF STOCK

36. The certificates of stock of the corporation shall be numbered and shall be
entered in the books of the corporation as they are issued. They shall exhibit the
holder's name and number of shares and shall be signed by the president, or ene
of the executive vice presidents, or a vice president or any assistant vice presideflt:.
and the treasurer or an assistant treasurer, and the secretary or an asistant,
secretary: Provided, That when the law of Delaware shall permit, the board 01
directors may have the certificates of stock signed by the lithographed or printed
signatures of the president, secretary, or other officer; such certificate to be in the
form approved by the board of directors.

TRANSFERS OF STOCK

37. Transfers of stock shall be made on the books of the corporation only bY
the person named in the certificate or by attorney, lawfully constituted in writing,
and upon surrender of the certificate therefor.
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CLOSING OF TRANSFER BOOKS

38 The board of directors shall have power to close the stock transfer books
of the corporation for a period not exceeding 40 days preceding the date of any
looeting of stockholders, or the date for payment of any dividend, or the date for
the allotment of rights, or the date when any change or conversion or exchange of
capital stock shall go into effect: Provided however, That in lieu of closing the
Stock transfer books as aforesaid, the board of directors may fix in advance a
date, not exceeding 40 days preceding the date of any meeting of stockholdersor the date for the payment of any dividend, or the date for the allotment of rights,
°I' the date when any change or conversion or exchange of capital stock shall go
Into effect, as a record date for the determination of the stockholders entitled to
notice of, and to vote at, any such meeting, or entitled to receive payment of any
loh dividend, or to any such allotment of rights, or to exercise the rights in re-

sPect of any such change, conversion, or exchange of capital stock, and in such
ease only such stockholders as shall be stockholders of record on the date so fixed
shall be entitled to such notice of, and to vote at, such meeting or to receive pay-
olent of such dividend, or to receive such allotment of rights, or to exercise such
rights as the case may be, notwithstanding any transfer of any stock on the books
(3' the corporation after any such record date fixed as aforesaid.

REGISTERED STOCKHOLDERS

39. The corporation shall be entitled to treat the holder of record of any share
shares of stock as the holder in fact thereof and accordingly shall not be bound

‘c,' recognize any equitable or other claim to or interest in such share on the part
...°1 any other person, whether or not it shall have express or other notice thereof,
ve as expressly provided by the laws of Delaware.

LOST CERTIFICATE

40. Any person claiming a certificate of stock to be lost or destroyed, shall make
an affidavit or affirmation of that fact and advertise the same in such manner as
ae board of directors may require, and the board of directors may, in their dis-
Oretion, require the owner of the lost or destroyed certificate, or his legal represen-
tative, to give the corporation a bond, in such sum as they may direct, not ex-
eFeging double the value of the stock, to indemnify the corporation against any

!,..11111n that may be made against it on account of the alleged loss of any such cer-
locate; a new certificate of the same tenor and for the same number of shares as„
he 
 
one alleged to be lost or destroyed, may be issued without requiring any bond

When, in the judgment of the directors, it is proper so to do.

INSPECTION OF BOOKS

41. The directors shall determine from time to time whether, and, if allowed,
When and under what conditions and regulations the accounts and books of the
corporation (except such as may by statute be specifically open to inspection) or
ittnY of them shall be open to the inspection of the stockholders, and the stock-
aolden rights in this respect are and shall be restricted and limited accordingly.

CHECKS

42. All checks or demands for money and notes of the corporation shall be
gned by such officer or officers as the board of directors may from time to time

4esignate.
FISCAL YEAR

43. The fiscal year shall begin the 1st day of January in each year.

DIVIDENDS

.44. Dividends upon the capital stock of the corporation, subject to the pro-
11,slons of the certificate of incorporation, if any, may be declared by the board of
directors at any regular or special meeting, pursuant to law. Dividends may be
Paid in cash, in property, or in shares of the capital stock.

Before payment of any dividend there may be set aside out of any funds of the
corporation available for dividends such sum or sums as the directors from timetO time, in their absolute discretion, think proper as. a reserve fund to meet
contingencies, or for equalizing dividends, or for repairing or maintaining any
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property of the corporation, or for such other purpose as the directors shall
think conducive to the interests of the corporation.

DIRECTORS' ANNUAL STATEMENT

45. The board of directors shall present at each annual meeting, and vrbe°
called for by vote of the stockholders, at any special meeting of the stockholders,

a full and clear statement of the business and condition of the corporation.

NOTICES

46. Whenever under the provisions of these by-laws notice is required to be
given to any director, officer, or stockholder it shall not be construed to ITT°
personal notice, but such notice may be given in writing, by mail, by depos1tin4.
the same in the post office or letter box, in a post-paid sealed wrapper, addressed
to such stockholder, officer, or director at such address as appears on the books
of the corporation, or, in default of other address, to such director, officer, Or

stockholder at the general post office in the city of Wilmington, Del., and sneu
notice shall be deemed to be given at the time when the same shall be thus

mailed.
Any stockholder, director, or officer may waive any notice required to be

given under these by-laws.
AMENDMENTS

47. These by-laws may be altered or amended by the affirmative vote of s,
majority of the stock issued and outstanding and entitled to vote thereat,.at
any regular or special meeting of stockholders if notice of the proposed alterati,°13
or amendment be contained in the notice of the meeting, or by the affirmative

vote of a majority of the board of directors if the alteration or amendment be
proposed at a regular or special meeting of the board and adopted at a subs 
quent regular meeting: Provided, however, That no change of the time or place
for the election of directors shall be made within 60 days next before the d. aY
on which such election is to be held, and that in case of any change of such tune
or place notice thereof shall be given to each stockholder in person or by letter
mailed to his last known post-office address, at least 20 days before the election
is held.

WAIVER OF NOTICE

48. Whenever, under the provisions of these by-laws or of any law, the stoOr'
holders, directors, or committees are authorized to hold any meeting after notioi
or after the lapse of any prescribed period of time, such meeting may be heist
without notice or without such lapse of time by the written waiver of such notice
signed by every person entitled to such notice.

AMENDMENT TO SECTION 12 OF BY-LAWS

At a special meeting of the board of directors of Transamerica Corporation,
held at the office of the company, 460 Montgomery Street, San Francisco, Calif.,
on January 8, 1929, at 2 p. m., section 12 of the by-laws of Transamerica Cor-
poration was amended so as to read as follows, to wit:
"12. The property and business of this corporation shall be managed by its

board of directors, 19 in number. Directors need not be stockholders. They,
shall be elected at the annual meeting of the stockholders and each director shah
be elected to serve until his successor shall be elected and shall qualify."

AMENDMENT TO SECTION 22 OF BY-LAWS

At the same meeting section 22 of the by-laws of Transamerica Corporation
was amended so as to read as follows, to wit:
"22. At all meetings of the board seven directors shall be necessary ail

sufficient to constitute a quorum for the transaction of business, and the act o
a majority of the directors present at any such meeting at which there is a quoruin,
shall be the act of the board of directors, except as may be otherwise specifically
provided by statute or by the certificate of incorporation or by these by-laws."
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AMENDMENT TO SECTION 12 OF BY-LAWS

, At a special meeting of the board of directors of Transamerica Corporation,
held at the office of the company, 460 Montgomery Street, San Francisco, Calif.,
511 May 29, 1929, at 10.30 o'clock a. m., section 12 of the by-laws Of Transamerica
`r,poration was amended so as to read as follows, to wit:

12. The property and business of this corporation shall be managed by its
eoard of directors, 22 in number. Directors need not be stockholders. They
th_all be elected at the annual meeting of the stockholders and each director shall
"e elected to serve until his successors shall be elected and shall qualify."

AMENDMENT TO SECTION 22 OF BY-LAWS

At the same meeting section 22 of the by-laws of Transamerica Corporation
wat,,4 amended so as to read as follows, to-wit:
• 22. At all meetings of the board eight directors shall be necessary and suffi-
cient to constitute a quorum for the transaction of business, and the act of a
!aaJority of the directors present at any meeting at which there is a quorum shalloe the act of directors, except as may be otherwise specifically provided by statuteor by the certificate of incorporation or by these by-laws."

AMENDMENT TO SECTION 16 OF BY-LAWS

, At a special meeting of the board of directors of Transamerica Corporation,
field at the office of the company, 460 Montgomery Street, San Francisco, Calif.,
911 May 29, 1929, at 10.30 o'clock a. in., section 16 of the by-laws of Transamericak;orporation was amended so as to read as follows, to wit:
"16. The secretary or a member of the executive committee shall keep minutes
5 all its proceedings and all proceedings shall, from time to time, be reported to
the board of directors and shall be subject to revision or alteration by the boarddirectors provided no rights of third parties shall be affected by such revision or
alteration . The presence of four members of the executive committee shall con-Iltatute a quorum for the transaction of business. The executive committee may
take action without a meeting on the written approval of such action by a majorityof the committee. A majority of the directors may fill vacancies in the executivecommittee. The board of directors shall appoint the chairman of the executive
eenlmittee and a vice chairman or such number of vice chairmen as the board
may determine. The board of directors may appoint other committees, each
•ornmittee to consist of two or more of the directors which, to the extent provided
la the resolution appointing the committee. or in these by-laws, shall have and

exercise the powers of the board of directors and the management of the
usiness and affairs of the corporation and may have power to authorize the sealOf the corporation to be affixed to all papers which may require it. Such corn-

?luttee or committees shall have such name or names as may be stated in these
PY-laws or as may he determined from time to time by resolution adopted by the
aoard of directors. Every committee shall keep regular minutes of its proceedings
and report the same to the board when required."

AMENDMENT TO SECTION 32 OF BY-LAWS

At a special meeting of the board of directors of Transamerica Corporation,
held at the office of the company, 460 Montgomery Street, San Francisco, Calif.,
°11 August 19, 1929, at 4 o'clock p. m., section 32 of the by-laws of Transamerica
Corporation was amended so as to read as follows, to wit:

"SIGNATURES

"32. (a) One eignature.—The president, or the chairman of the executive
coMmittee, or any executive vice president, or any vice president, or the treasurer
er any assistant treasurer, or the secretary or any assistant secretary, or any other
Person or persons authorized by the board of .directors, are and each of them is
hereby authorized to indorse on behalf of this corporation any checks, drafts,acceptances, bills of exchange, notes, or .other negotiable instruments, and to
,aecept on behalf of this corporation any bills of exchange, drafts, or acceptances;
'0 execute for and in the name of this corporation all indorsements, assignments,transfers, stock powers, or other instruments of transfer of stock, bonds, and other

ceurities standing in the name of or owned by this corporation; to execute proxies
and to vote any stock standing in the name of this corporation.
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"(b) Two signatures.—The president or the chairman of the executive cow;

mittee, or any executive vice president, or any vice president, or the treasure 

or any assistant treasurer, together with the secretary or any assistant secretarh
or any person or persons authorized by the board of directors, are hereby author-

ized to execute for and on behalf of this corporation all contracts, deeds, convey 
ances, mortgages, pledge agreements, negotiable instruments of all kinds, r
documents affecting the business or property of this corporation, and to sob
convey, and transfer any property, real, personal or mixed also, to sign all cheeket
drafts, notes, acceptances, bills of exchange and other obligations of this corpora-

tion; and no resolution of any kind or character of the board of directors shall be
necessary to evidence said authority."

"SEAL

"It shall not be necessary to the validity of any instrument executed by neY
authorized officer or officers of this corporation and the execution of such instru-

ment be evidenced by the corporate seal; and all documents, instruments, ow
tracts and writings of all kinds signed on behalf of the corporation by any author-

ized officer or officers thereof shall be as effectual and binding on the corporation

with out the corporate seal as if the execution of the same had been evidenced bY
affixing the coporate seal thereto."

I, the undersigned,   assistant secretary of Transamerica Corporation,

a corporation, do hereby certify that the foregoing is a true, full, and correct coPY
of the by-laws of said Transamerica Corporation, adopted at a meeting of the

incorporators held in San Francisco, Calif., on October 31, 1928, as amended to,
date by the board of directors; that said by-laws have never been further amendeo
or repealed and are still in full force and effect.
In witness whereof I have hereunto set my hand and affixed the corporate Seel

of said corporation, this  day of  19

Assistant Secretary of Transamerica Corporation.

AMENDMENT TO SECTION 8 OF THE BY-LAWS

At a special meeting of the board of directors of Transamerica CorporatiOn,
held at the office of the company, 460 Montgomery Street, San Francisco, Cabfl
on January 20, 1930, at the hour of 10 o'clock a. in., section 8 of the by-laws 0'
Transamerica Corporation was amended so as to read as follows, to wit:
"8. Special meetings of the stockholders for any purpose or purposes, unless

otherwise prescribed by statute, may be called by the chairman of the board,
and shall be called by the chairman of the board, or vice chairman of the board;
or president or secretary, at the request in writing of a majority of the board 91
directors, or at the request in writing of stockholders owning a majority
amount of the entire capital stock of the corporation issued and outstanding, 0_1
entitled to vote. Such request shall state the purpose or purposes of the propose'
meeting.

AMENDMENT TO SECTIONS 12 AND 14 OF THE BY-LAWS

At a special meeting of the board of directors of Transamerica Corporation

held at the office of the company, 460 Montgomery Street, San Francisco, Calif'

on January 20, 1930, at the hour of 10 o'clock a. m., sections 12 and 14 of the by:
laws of Transamerica Corporation were amended so as to read as follows, to Wit'

"DIRECTORS

"12. The property and business of this corporation shall be managed by de
board of directors, 28 in number. Directors need not be stockholders. TheY
shall be elected at the annual meeting of stockholders and each director shall be
elected to serve until his successor shall be elected and shall qualify.
"14. In addition to the powers and authorities by these by-laws express 

conferred upon the, the board may exercise all such powers of the corporation an°
do all such lawful acts and things as are not by statute or by the certificate
incorporation or by these by-laws directed or required to be exercised or done bY,,
the stockholders: Provided, however, That the board of directors may not, sou
no officer or committee shall sell the holdings of the corporation in any whol1t.
owned and/or affiliated and/or practically controlled banks or company withoub,
the approval of at least two-thirds of the entire membership of the board °I
directors either expressed at a meeting by resolution concurred in by two-thirds

1
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of .the entire board of directors or by a written consent executed by at least two-
thirds of the members of the board."

AMENDMENT TO SECTIONS 15 AND 16 OF THE BY-LAWS

At a special meeting of the board of directors of Transamerica Corporation,
held at the office of the company, 460 Montgomery Street, San Francisco, Calif.,
?c January 20, 1930, at the hour of 10 o'clock a. m., sections 15 and 16 of the by-
'WS of Transamerica Corporation were amended to read as follows, to wit:

"COMMITTEES

"16. (a) There shall be an advisory committee of such number as the board of
directors may determine appointed by the board of directors and all of whom
Shall be members of the board of directors, which will meet at such times as it
May desire, and which shall have available to it upon its request any information
cpricerning any phase of the activities of the corporation or its affiliated or sub-
sidiary companies. It shall be consulted in matters of major importance and
Matters involving policy, and shall serve in an advisory capacity to the board of
directors and the management, and may submit its recommendations or reportsto the board of directors, the executive committee, or management. The board
of dirctors shall also elect a chairman of the advisory committee and two vice
Chairmen thereof, The members of said committee shall hold office for one year
or until their respective successors are elected and qualify.
"(b) There shall be an executive committee of such number as the board of

directors may determine, appointed by the board of directors, all of whom shall
oe members of the board of directors. Regular meetings of the executive corn-
Mittee shall be held in the city of New York at such times and on such notice as
Shall be fixed by resolution of the executive committee. Special meetings of the
executive committee may be held in the city of New York or the city and county
of San Francisco, Calif., and may be called by the chairman of the board or vice
Chairman of the board or the president upon such notice as the executive com-
Itittee shall fix. The members of the executive committee shall hold office for

year and until their respective successors shall be appointed. The executive
committee shall, between sessions of the board, have all the powers of the board
of directors in the management of the business and affairs of the corporation,
and shall have the power to authorize the seal of the corporation to be affixed to
all papers which may require it. The taking of any action by the executive
,e9rnmittee shall be conclusive evidence that the board of directors was not at the
tarce of such action in session. The secretary or a member of the executive
,cOnimittee shall keep minutes of all its proceedings and all proceedings shall, from
time to time, be reported to the board of directors and shall be subject to revision
or alteration by the board of directors provided no rights of third parties shall be
affected by such revision or alteration. The presence of four members of the
executive committee shall constitute a quorum for the transaction of business., 

majority of the directors may fill vacancies in the executive committee. The
Chairman of the board shall be the chairman of the executive committee.
"16. The board of directors may appoint other committees, each committee to

cpnsist of two or more of the directors which, to the extent provided in the resolu-
tion appointing the committee or in these by-laws shall have and may exercisethe powers of the board of directors in the management of the business and
affairs of the corporation and may have power to authorize the seal of the corpora-tion to be affixed to all papers which may require it. Such committee or corn-
caittees shall have such name or names as may be stated in these by-laws or as
irlav be determined from time to time by resolution adopted by the board of
directors. Every committee shall keep regular minutes of its proceedings and
report same to the board when required."

AMENDMENT TO SECTIONS 20, 21, AND 22 OF THE' BY-LAWS

, At a special meeting of the board of directors of Transamerica Corporation,
held at the office of the company, 460 Montgomery Street, San Francisco,
Calif., on January 20, 1930, at the hour of 10 o'clock a. m., sections 20, 21, and22 of the by-laws of Transamerica Corporation were amended so as to read as
follows, to wit:
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"MEETINGS

"20. Regular meetings of the board of directors shall be held without call
and without notice at 460 Montgomery Street in the city and county of San
Francisco, State of California, on the second Wednesday of each month coal:
mencing with the month of March, 1930, at the hour of 3 o'clock p. m.
least two special meetings each year shall be called and held in the city of New
York.
"21. Special meetings of the board may be called by the chairman of the.

board on five days' notice to each director, either personally or by telegram?
special meetings shall be called by the chairman of the board, the vice chairman
of the board, the president or secretary, in like manner and on like notice, at
the written request of two directors.
"22. At all meetings of the board one-third of the total number of direct0rs.

shall be necessary and sufficient to constitute a quorum for the transaction of

business, and the act of a majority of the directors present at any meeting at
which there is a quorum shall be the act of the board of directors, except as
may be otherwise specifically provided by statute or by the certificate of incor-

poration or by these by-laws."

AMENDMENT TO SECTIONS 23, 24, 27, 28, 29, 30, AND 31 OF THE BY-LAWS

At a special meeting of the board of directors of Transamerica Corporation,
held at the office of the company, 460 Montgomery Street. San Fancigro,

Calif., on January 20, 1930, at the hour of 10 o'clock a. in., sections 23, 24, 27,
28, 29, 30, and 31 of the by-laws of Transamerica Corporation were amended

so as to read as follows, to wit:

"OFFICERS

"23. The officers of the corporation shall be chosen by the directors and shall
be a chairman of the board, a vice chairman of the board, a president, two exe,cu-

tive vice presidents, vice presidents, a treasurer, a secretary, assistant vice presi-
dents and assistant treasurers, and assistant secretaries. The board of director,

may also choose additional executive vice presidents, vice presidents, assistant
vice presidents, assistant secretaries, and assistant treasurers, and such other
officers as they may determine. The secretary and treasurer may be the sale
person, and any assistant treasurer may also be an assistant secretary and anY
vice president may hold at the same time the office of secretary or treasurer. ,
"24. The board of directors, at its first meeting after each annual meeting 01

stockholders, shall choose a chairman of the board, a vice chairman of the board:

a president, the executive vice president, the vice presidents, the secretary let
the treasurer, and such other officers as they may determine, none of whon
except the chairman of the board, the vice chairman of the board, and the presi-
dent need be members of the board.
"27. The officers of the corporation shall hold office until their successors are

chosen and qualify in their stead. Any officer elected or appointed by the board
of directors may be removed at any time by the affirmative vote of a majoritY
of the whole board of directors. If the office of any officer or officers or a cola'
mittee member becomes vacant for any reason, the vacancy shall be filled bY
the affirmative vote of a majority of the whole board of directors.
"28. (a) The chairman of the board shall be the chief executive officer of the

corporation; he shall preside at all meetings of the stockholders and directors;

he shall have general and active management of the business, affairs and propertY
of the corporation, and shall see that all orders and resolutions of the board are
carried into effect. He shall execute bonds, mortgages, and other contracts
requiring a seal, under the seal of the corporation. He shall be ex officio a,
member of all standing committees, and shall have the general powers an°
duties of supervision and management usually vested in the chief executive
officer of a corporation.
"(b) The vice chairman of the board shall perform such duties as from time to

time shall be assigned to him by the board of directors or the chairman of the
board. He shall be ex officio a member of all standing committees, and in the
absence or disability of the chairman of the board the vice chairman of the boar„d
shall perform the duties of the chairman of the board, and, while so acting, sha°
be subject to all the restrictions upon the chairman of the board.
"29. (a) The president shall perform such executive duties in connection with

the general management of the affairs of the corporation as the board of directors
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;11411 prescribe. He shall be ex officio a member of all standing committees; and
shall, in the absence or disability of the chairman of the board and the vice

_enairman of the board, perform all of the duties of the chairman of the board,
:1,1?dr while so acting, shall be subject to all the restrictions upon the chairman of

of board. The president in the Pacific coast territory, subject to the direction
‘; the board of directors and the supervision and authority of the chairman of
4110 board shall be the chief executive officer.
"(b) The executive vice presidents and the vice presidents, in the order of their

8..eniority, shall, in the absence or disability of the president, perform the duties
'5a1 exercise the powers of the president, and shall perform such other duties as
ine board of directors may prescribe.
"(c) Each executive vice president shall have the same powers as the president,

„Qldr while subject to the authority of the president, may exercise such powers
11,?twithstanding the fact that the president is not absent or disabled. Any action
ken by a vice president in the performance of the duties of the president, or

,ILLer executive vice president, shall be conclusive evidence of the absence or
&Lability to act of the president and the executive vice presidents at the time such
adetion was taken. The vice presidents shall also have such other and further
'IltieS as may be assigned to them respectively by the board of directors.

30. (a) The secretary shall attend all sessions of the board and all meetings
;_n the stockholders and record all votes and the minutes of all proceedings in a
1200k to be kept for that purpose; and shall perform like duties for the standing
• ininittees when required. He shall give, or cause to be given, notice of all
laectings of the stockholders, and of the board of directors, and shall perform
811„ell other duties as may be prescribed by the board of directors, the chairman

the board, the vice chairman of the board, the president, or the executive
leC presidents, under whose supervision he shall be. He shall keep in safe

le30stody the seal of the corporation, and when authorized by the board of these
8117-laws, affix the same to any instrument requiring it, and when so affixed it
k all be attested by his signature or by the signature of the treasurer. He shall
"e,sworn to the faithful discharge of his duty.

(b) The assistant secretaries, in the order of their seniority shall, in the
,7'isence or disability of the secretary, perform the duties and exercise the powers
• the secretary, and shall perform such other duties as the board of directors
Btlall prescribe.
"31. (a) The treasurer shall have the custody of the corporate funds and

;eenrities and shall keep full and accurate accounts of receipts and disbursements
:11 books belonging to the corporation and shall deposit all moneys and other

luable effects in the name and to the credit of the corporation, in such deposi-
"es as may be designated by the board of directors.
• "(b) He shall disburse the funds of the corporation as may be ordered by the
oLard, taking proper vouchers for such disbursements, and shall render to the
sekairman of the board, the president and directors, at the regular meetings of
• e board, or whenever they may require it, an account of all his transactions
Ita treasurer and of the financial condition of the corporation."

AMENDMENT TO SECTION II OF THE BY-LAWS

I, At a special meeting of the board of directors of Transamerica Corporation,
ueld at the office of the company, 460 Montgomery Street, San Francisco, Calif.,0_11 January 20, 1930, at the hour of 10 o'clock a. m., section 32 of the by-laws
0 Transamerica Corporation was amended so as to read as follows, to wit:

"SIGNATURES

"32. (a) One signature.—The chairman and the vice chairman of the advisory
ecnin-iittee, the chairman of the board, the vice chairman of the board, the
resident, or any executive vice president, or any vice president, or the treasurer_any assistant treasurer, or the secretary or any assistant secretary, or any other
Illierson or persons authorized by the board of directors, are and each of them is
.ereby authorized to indorse on behalf of this corporation any checks, drafts,
"ceeptances, bills of exchange, notes or .other negotiable instruments, and to
;Teept on behalf of this corporation any bills of exchange, drafts, or acceptances;

execute for and in the name of this corporation all indorsements, assignments,
!ansfers, stock powers or other instruments of transfer of stock, bonds, and
-̀'tlier securities standing in the name of or owned by this corporation; and to
'cec.ute proxies and to vote any stock standing in the name of this corporation.

olL 
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(b) Two signatures.—The chairman and the vice chairman of the advisql
committee, the chairman of the board, the vice chairman of the board, tn

°.
president, or any executive vice president, or any vice president, or the treasure'
or any assistant treasurer, together with the secretary or any assistant secretarjr.,

or any person or persons authorized by the board of directors, are hereby 
author.

ized to execute for and on behalf of this corporation all contracts, deeds, con.
veyances, mortgages, pledge agreements, negotiable instruments of all kinds,
documents, affecting the business or property of this corporation, and to seu

convey, and transfer any property, real, personal or mixed, also to sign all 
checks!

drafts, notes, acceptances, bills of exchange and other obligations of this cor
poration; and no resolution of any kind or character of the board of directors

shall be necessary to evidence said authority."

"SEAL

"It shall not be necessary to the validity of any instrument executed by an!
authorized officer or officers of this corporation that the execution of such instru.
ment be evidenced by the corporate seal; and all documents, instruments, co0.
tracts, and writings of all kinds signed on behalf of the corporation by any authpr
ized officer or officers thereof shall be as effectual and binding on the corporati

on

without the corporate seal as if the execution of the same had been evidenced DI

affixing the corporate seal thereto."

'AMENDMENT TO SECTION 46 OF THE BY-LAWS

At a special meeting of the board of directors of Transamerica Corporatiop,

held at the office of the company, 460 Montgomery Street, San Francisco, Calal
on January 20, 1930, at the hour of 10 o'clock a. m., section 46 of the by-laws °`
Transamerica Corporation was amended so as to read as follows, to wit:

"NOTICES

"46. Whenever under the provisions of these by-laws notice is required to be

given to any director, committee member, officer, or stockholder, it shall not in
construed to mean personal notice, but such notice may be given, in the case (4,
stockholders, in writing, by mail, by depositing the same in the post office
letter box, in a postpaid sealed wrapper, addressed to such stockholder, at suo"
address as appears on the books of the corporation, or in default of other address,
to such stockholder at the general post office in the city of Wilmington, Doi'
and in the case of directors, committee members, and officers, by telegraPh, tic),
the last business address known to the secretary of the corporation, and 1311!A
notice shall be deemed to be given at the time when the same shall be thus mall'
or telegraphed.
"Any stockholder, director, or officer may waive any notice required to be

given under these by-laws."

CERTIFICATE OF INCORPORATION OF TRANSAMERICA CORPORATION

ARTICLE

The name of this corporation is Transamerica Corporation.

ARTICLE II

Its principal office in the State of Delaware is located at No. 7 West Tenth
Street, in the city of Wilmington, county of New Castle. The name and address
of its resident agent is the Corporation Trust Co. of America, No. 7 West Tenth
Street, Wilmington, Del.

ARTICLE III

The nature of the business of this corporation and the objects or purPes,es.
proposed to be transacted, promoted, or carried on by it are as follows, naine'Y'

1. To subscribe for, purchase, acquire, invest in, hold for investment or other-
wise, own, trade, and generall deal in, and to use, sell, assign, transfer, pledge,
mortgage, or otherwise dispose of, the stocks, bonds, and other evidences 1
indebtedness of any corporation, domestic or foreign, public, quasipublic,
private, and to possess and exercise in respect thereof all rights, powers, no'
privileges of individual owners or holders of such stock, including the right t°
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:?te-lhereon and to execute proxies therefor, and also to the extent now or here-
authorized or permitted by the laws of the State of Delaware to purchase,

8;31(1, sell, exchange, or transfer, or otherwise deal in shares of its own capital
°ek, bonds, or other obligations from time to time to such an extent and in

manner and upon such terms as its board of directors shall determine and
7 the laws of Delaware may permit: Provided, That this corporation shall not
2,e any of its funds or property for the purchase of shares of its own capital stock
"len such use would cause an impairment of the capital of this corporation: And
tirotided further, That shares of its own capital stock belonging to this corpora-0

,!1 shall not be voted directly or indirectly.
4. To do any and all acts and things for the protection, improvement, and

DiisiLaneement in value of such securities or of any thereof, or designed to accom-
,11 any such purpose.
:3. To buy, hold, own, maintain, sell, convey, generally deal in, lease, mortgage,ir'_xchange, and otherwise trade in and dispose of real property of all kinds or any

enterest or right therein, within and without the State of Delaware and in any
all of the States, Districts, Territories, or dependencies of the United States,

elld in any and all foreign countries in accordance with the law thereof; to carryon the business of developing and imprbving real property; to build, construct,tr..ate, maintain, lease, and sell dwelling houses, apartment houses, business
ei2eks, and buildings of all kinds and descriptions; to improve, enhance in value,
Dr°alter all kinds of buildings and other real estate, both improved and unim-‘ed; to maintain a general real-estate agency, including the right to manage
i13'ates and to act as agent, broker, or attorney in fact for any person or corpora-

;t0(31  supervise, manage, and protect the real property of the corporation, and
61,1Y interest or claim held by it in the same; to have the same insured against

and other casualties; to exercise all rights and powers, to perform all trans-
etiolls, and in every respect to deal with real property to the same extent that
Permitted under the laws of the State of Delaware to any commercial cor-Aeration.

144. To acquire by purchase or otherwise, own, sell, lease, let, convey, mortgage,
ch4e, exchange, invest in, trade in, and generally deal in personal property of

e'r''crY kind, character, and description without limitation in any and all parts
e the world in accordance with law to the same extent as is permitted to any
()tninercial corporation by the laws of the State of Delaware.
err). To acquire, own, hold, and dispose of grants, concessions, and franchises
„, interests therein; to cause to be formed, merged, or reorganized, and to pro-

anti aid in any way permitted by law the formation, merger, or reorganiza-
It"in of any business, concern, firm, association, or corporation, domestic or foreign,
0:1. to do all acts and things permitted by law tending to aid in establishing the
ti ess and promoting the success of any such business, concern, firm, associa-
b"8, or corporation; to take over properties, manage the affairs and conduct the
ilsiness of such concerns, firms, associations, and corporations, and in the course
..ulnwhicli business to dispose of, deal in, realize upon, or otherwise turn to account,d to hold, possess, and improve the property thereof, real or personal, of every

and description, and to assume the liabilities of any such person, firm,
,70eiatio11, or corporation, and to take in any legal manner the whole or anyPo,rt of the business or acquire and to pledge, mortgage, sell, or otherwise dispose

same.
to6. TO promote and assist, financially or otherwise, corporations, domestic or
k„reign, public, quasi public or private, firms, snydicates, associations, individuals,

otherwise, and to the extent permitted by law to give any guarantee in con-
"etion therewith for the payment of money or for the performance of any other
4. 11(lertaking or obligation; to institute, enter upon, assist, promote, or participate
commercial, mercantile, and industrial works, contracts, ventures, enterprises,

‘e41(1 operations without limit to the extent permitted by law, and to aid in pro-
biring necessary means, facilities, and capital for the same to such extent as may

Permitted by law.
to7. To act as financial and business agent, general or special, for domestic and

eign corporations, public, quasi public and private; individuals, partnerships,
R°0eiations, firms and syndicates, and as such to develop, improve, and extend
1e Property, trade, and business thereof, and to aid any lawful enterprise and

connection with acting as such representative or agent or broker for any prin-
iztrl to give any other aid or assistance to such extent as may be permitted by

8. To guarantee the payment of dividends upon stock, or interest upon bonds,
°tea, and other evidences of indebtedness or obligation, or the performance of
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the contrasts or other obligations of any corporation, domestic or foreign, Public'
quasi public or private, copartnerships, association, syndicate, firm or ind1v1dus

4to such extent as may be permitted by law, and to such extent to enter into, Inal 
perform, and carry out contracts of every kind and for any lawful purpose enb
any person, firm, association, corporation, syndicate, or others.

9. To borrow money with or without pledge of or mortgage upon any or all al
its property, real or personal, as security, and from time to time to make, execute,
indorse, and issue bonds, debentures, promissory notes, bills of exchange, and other
obligations of the company for moneys borrowed or in payment for property se;
quired or for any other objects and purposes of the company or its business, se':
to secure the payment of any such obligations by mortgage, pledge, deed, deed °.
trust, indenture, agreement, or other instrument of trust, or by other lien uP°11'
assignment of, or agreement in respect to all or any part of the property, rig/10j•
privileges, or franchises of this corporation, wherever situated, whether now owlet 
or hereafter to be acquired.

10. To apply for, obtain, register, purchase, lease or otherwise acquire, hold,
own, use, operate, introduce, develop or control, sell, assign, or otherwise disP°24
of, take or grant licenses, patents, inventions, patent rights, copyrights, privileges/
improvements, processes, trade-marks, trade names, formulse, labels, design!:
brands and blends, and any interest therein, and similar rights of any and all kin°3
and whether granted, registered, or established by or under the laws of the Unite'.
States or of any other State, country, or sovereign, and to use, improve, exercisee,
develop, grant licenses in respect of, sell, trade in, or otherwise turn to account th
same; to acquire water and water rights within and without the State of Delaware
for all purposes; to promote irrigation, construct and maintain dams, levees, weirs;
canals, ditches, and do all other acts necessary to secure, impound, and use 'wale
for irrigation, drainage, and other purposes so far as can be done in accordance
with law.

11. To act as insurance agent for any fire, accident, life, casualty, or othete

insurance company, and generally to conduct and maintain a general insurane,

brokerage and commission business, and generally deal in, place, and contracl
either on commission or otherwise, insurance of every kind or character; to be-
come a member of any brokers' or other insurance board or organization CO
venient or proper for the carrying on of any such business.

12. To act as trustee under deeds of trust securing obligations for the pa,yrse
of money, or otherwise act as trustee to such extent as may be permitted by t,ldiò St
laws of Delaware or by the laws of any State in which this company rneY
business. ho

13. To organize or cause to be organized under the laws of the State of Dela-
ware, or of any other State, district, territory, province, or government, a C°41.; is

poration or corporations for the purpose of accomplishing any or all of the object
for which this corporation is organized, and to dissolve, wind up, liquidate, inerg Le) ar
or consolidate any such corporation or corporations or to cause the same to as
dissolved, wound up, liquidated, merged, or consolidated.

14. To carry on any other lawful business whatsoever which may seem to the

corporation capable of being carried on in connection with the foregoing, or et"
culated directly or indirectly to promote the interest of the corporation or to
enhance the value of its properties; and to have, enjoy, and exercise all the right!:
powers, and privileges which are now or which may hereafter be conferred uP°'
corporations organized under the same statutes as this corporation.

15. To do a general financial, industrial, mining, manufacturing, shipping, WI:
porting and exporting, brokerage, merchandising, farming business, and to engsg:
in any other business or transaction permitted, by the laws of Delaware to mu
commercial corporation.

16. In the acquisition of any property, real or personal, hereinbefore mentioned,
or of any shares of stock, debentures, bonds, or other evidences of indebtednese,
or any other rights or privileges of any kind or character, this corporation rcillY0
issue in payment thereof, in whole or in part, shares of its own capital stock, 0..
otherwise pay for the same in shares of its own capital stock or in the bonds
other evidences of indebtedness issued by this corporation, and the board 0._
directors of this corporation shall have the right to determine the value to be
placed on any such shares, bonds, or other indebtedness of this corporation Su
issued or exchanged.

17. To conduct its business (including the holding, purchasing, mortgagiot
and conveying of real and personal property) in the State of Delaware, oth _
States, the District of Columbia, the territories, colonies, and possessions of tlr

United States, and in foreign countries; and to maintain such offices either within
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_or Without the State of Delaware as may be convenient; provided, however, that
..epthing herein contained shall be deemed to authorize this corporation to con-
nlilct, hold, maintain, or operate within the State of Delaware railroads, railways,
r'egrapli or telephone lines, or to carry on within said State any public-utilityuusiness.
The foregoing clauses shall be construed both as objects and powers and the

'eregoing enumeration of specific powers shall not be held to limit or restrict in
,44Y manner the powers of the corporation; and it is the intention that the pur-

ees, objects, and powers specified in each of the paragraphs of this Article III
K! this certificate of incorporation shall, except as otherwise expressly provided,
oo wise be limited or restricted by reference to or inference under the terms of

!TY. other clause or paragraph of this article or any other article of this certificate
Incorporation, but that each of the purposes, objects and powers specified in

t!'le artiole and each of the articles or paragraphs of this certificate of incorpora-
'en shall be regarded as independent purposes, objects, and powers.

ARTICLE iv

The total authorized capital of the corporation is $250,000,000, and the total
nhiber of shares authorized of the corporation's capital stock is 10,000,000,
and the par value of said shares is $25 each.
The shares of capital stock of this corporation may be issued by this corpora-
from time to time for such consideration as from time to time may be fixed

.4.3' the board of directors of this corporation; and all issued shares of the capital
rock of this corporation shall be deemed fully paid and nonassessable and the
golders of such shares shall not be liable thereunder to this corporation or its
Creditors. No stockholder of this corporation shall have any preemptive or
10)referential right of subscription to any shares of any stock of this corporation,
hr to any obligations convertible into stock of this corporation, issued or sold,

e .any right of subscription to any thereof other than such, if any, as the boardol 
directors of this corporation in its discretion from time to time may determine

14,1 at such price as the board of directors from time to time may fix, pursuant
the authority hereby conferred by the certificate of incorporation of this cor-

Aeration, and the board of directors may issue stock of this corporation, or
klbligations convertible into stock, without offering such issue of stock, either in
_Whole or in part to the stockholders of this corporation. The acceptance of

in this corporation shall be a waiver of any such preemptive or preferential
tight which in the absence of this provision might otherwise be asserted by stock-
eolders of this corporation or any of them.
, This corporation shall be entitled to treat the person in whose name any share
r'8 registered as the owner thereof, for all purposes, and shall not be bound to
neeognize any equitable or other claim to, or interest in, such share on the part of
ny other person, whether or not the corporation shall have notice thereof, save
" expressly provided by the laws of the State of Delaware.

ARTICLE V

;.. The number of shares with which this corporation will commence business
'" 60 shares of the par value of $25 each.

ARTICLE VI

The names and places of residence of each of the original subscribers to the
ealn.tal stock of this corporation are as follows:

Name

a lain T. Sweigert 
it• Tosl 
Ustace Cullinan, jr 

Residence

San Francisco, Calif 
 do 

clo

Number
of shares
of stock
sub-

scribed

AL 
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ARTICLE VII

The corporation shall have perpetual existence.

ARTICLE VIII

The private property of the stockholders shall not be subject to the paYm
ent

of the debts of the corporation, but shall be exempt from corporate liability.

ARTICLE IX

The number of directors of this corporation shall be fixed and may be altereri,n
from time to time as may be provided in the by-laws. In case of any increase, I (
the number of directors, the additional directors may be elected by the boar(' e,4'
directors to hold office until the next annual meeting of the stockholders 0'1
until their successors are elected and qualified. In case of vacancies in the boar)
of dit ectors a majority of the remaining members of the board may elect directors

to fill such vacancies. Any director may, by vote of a majority of the directors:
for any cause deemed by them sufficient, be removed as such director, and 0,11
director may also be removed by a majority vote of the stockholders entitled tu,
vote at any annual or special meeting thereof, for any cause deemed sufficieaci
by the directors present at such meeting. The officers of this corporation nee
not be stockholders therein.

ARTICLE X

In furtherance and not in limitation of the powers conferred by statute, the
board of directors is expressly authorized:
(a) To make and alter the by-laws of this corporation, without any action

the part of the stockholders; but the by-laws made by the directors and 0'
powers so conferred may be altered or repealed by the stockholders.
(b) To fix, determine, and vary the amount to be maintained as surplus, and

subject to the other provisions and requirements of this certificate of incorPa-
ration the amount or amounts to be set apart or reserved as working capital.

(c) By resolution passed by a majority of the whole board, to designate three
or more of their number to constitute an executive committee, which committee'
to the extent provided in said resolution or in the by-laws of this corporation;
shall have and exercise (except when the board of directors shall be in session;
any and all of the powers of the board of directors in the management of thf
business and affairs of this corporation and have power to authorize the seal °
this corporation to be affixed to all papers which may require it.
(d) To authorize and cause to be executed mortgages and liens, without lirnit

as to amount, on the real and personal property of this corporation.
(e) To sell, exchange, assign, convey, or otherwise dispose of a part of tile

property (whether real or personal), assets and effects of this corporation led
than the whole or less than substantially the whole thereof, on such terms all
conditions as they shall deem advisable without the assent of the stockholder8
in writing or otherwise.

(f) With the consent in writing of or pursuant to a vote of, the holders 0 11
majority of the number of shares of capital stock issued and outstanding to 8831'
exchange, assign, transfer, and convey or otherwise dispose of the whole or sub'
stantially the whole of the property (whether real or personal), assets, effect!:
and good will of this corporation (including the corporate franchise and otheel
intangible property of this corporation) upon such terms and conditions as th
board of directors shall deem expedient and for the best interests of this corpora'
tion. t(g) From time to time to determine whether and to what extent and at
time and place and under what conditions and regulations the accounts and boo

this corporation, or any of them, shall be open to the inspection of any stock:
holder; and no stockholder shall have any right to inspect any account, book et'
document of this corporation except as conferred by statute or the by-law's °
as authorized by resolution of the stockholders or board of directors.

ARTICLE XI

This corporation may in its by-laws confer powers upon its board of directors
in addition to the foregoing and in addition to the powers and authorities expresslY
conferred upon them by the laws of the State of Delaware.

S.
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ARTICLE XII

The stockholders and board of directors shall have power, if the by-laws so
Provide, to hold their meetings and to keep the books of this corporation (except82101 as are required by the law of the State of Delaware to be kept in Delaware)
nel documents and papers of this corporation outside the State of Delaware and
lo have one or more offices within or without the State of Delaware at such
Places as may be designated from time to time by the board of directors.

ARTICLE XIII
v All of the powers of this corporation, in so far as the same may be lawfully
,,ested by this certificate of incorporation in the board of directors, are hereby
“aciferred upon the board of directors of this corporation.

ARTICLE XIV

This corporation reserves the right to amend, alter, change, add to, or repeal
7nY provision contained in this certificate of incorporation in the manner now oraereafter prescribed by statute, and all rights and powers conferred by this_certificate of incorporation on stockholders, directors, and officers are granted
IllUeCt to this reservation.
k W.e, the undersigned, being each of the original subscribers to the capital stock
nreinbefore named, for the purpose of forming a corporation to do business both
'thin and without the State of Delaware and in pursuance of the general cor-
ppration laws of the State of Delaware, being chapter 65 of the Revised Code
°I Delaware and the acts amendatory thereof and supplemental thereto, do make!ad file this certificate, hereby declaring and certifying that the facts herein stated!re true and do respectively agree to take the number of shares of stock herein-
Wore set forth opposite our respective names, and accordingly have hereunto
°et our hands and seals this 6th day of October, 1928.

In the presence of:

ATST --E OF CALIFORNIA,
City and county of San Francisco, ss:

is Be it remembered that on this 6th day of October, 1928, personally came
.rlore me, Edward P. McAuliffe, a notary public in and for the city and county
..and State aforesaid, William T. Sweigert, Eustace Cullinan, jr., and S. J. Tosi,
rtrties to the foregoing certificate of incorporation, known to me personallyr be such, and I having first made known to them and each of them the con-
rlts of said certificate, they did severally acknowledge that they signed, sealed,

delivered the said certificate as their several voluntary act and deed, and that
'te facts therein stated are truly set forth.
.Given under my hand and seal of office the day and year aforesaid. My corn-

gession expires December 31, 1930.
EDWARD P. MCAULIFFE,

Notary Public, San Francisco, State of California,

WILLIAM T. SWEIGERT. [SEAL.]
S. J. Tosi. [SEAL.]
EUSTACE CULLINAN, Jr. [SEAL.]

STA., OF DELAWARE,
Office of Secretary of State:

I, Charles H. Grantland, secretary of state of the State of Delaware, do hereby
,e_ertify that the above and foregoing is a true and correct copy of certificate of
'„corporation of the Transamerica Corporation," as received and filed in thisog
'41...ce the 11th day of October, A. D. 1928, at 1 o'clock p. m.
In testimony whereof I have hereunto set my hand and official seal, at Dover,

:ale 11th day of October in the year of our Lord one thousand nine hundred andtwenty-eight.
[SEAL] CHARLES H. GRANTLAND,

Secretary of State.

EDWARD P. MCAULIFFE.
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CERTIFICATE OF AMENDMENT OF CERTIFICATE OF INCORPORATION OF TRANSAMERICA
CORPORATION AND OF INCREASE OF CAPITAL STOCK

Transamerica Corporation, a corporation organized and existing under alld,
by virtue of the provisions of an act of the General Assembly of the State obi
Delaware, entitled "an act providing a general corporation law, approved Mor.e
10, 1899," and the acts amendatory thereof and supplemental thereto, the certlfioi
cate of incorporation of which was filed in the office of the secretary of state
Delaware on October 11, 1928, and William H. Snyder, vice president of sal°
Transamerica Corporation, and George E. Hoyer, secretary of Transamerica
Corporation, hereby certify:

First. That at a meeting of the board of directors of said Transamerica Co!
poration

' 
duly held and convened, a resolution was duly adopted, setting fortb

an amendment proposed to the certificate of incorporation of said corporation
a copy of which resolution is as follows, to wit:
"Resolved, That it is advisable that Article IV of the certificate of incorporatiorl

of Transamerica Corporation be and it is hereby amended so as to read as folloq!
"'ART. IV. The total authorized capital of the corporation is $1,250,000,0.

and the total number of shares authorized of the corporation's capital stock la
50,000,000 and the par value of said shares is $25 each.
"'The shares of capital stock of this corporation may be issued by this c0r.d

poration from time to time for such consideration as from time to time may be fixej
by the board of directors of this corporation; and all issued shares of the capit,'"
stock of this corporation shall be deemed fully paid and nonassessable and tile
holders of such shares shall not be liable thereunder to this corporation or its
creditors. No stockholder of this corporation shall have any preemptive or
preferential right of subscription to any shares of any stock of this corporation

or to any obligations convertible into stock of this corporation, issued, or
nor any right of subscription to any thereof other than such, if any, as the boar'
of directors of this corporation in its discretion from time to time may determin°!
and at such price as the board of directors from time to time may fix, pursuall'
to the authority thereby conferred by the certificate of incorporation of thla
corporation, and the board of directors may issue stock of this corporation, Or
obligations convertible into stock, without offering such issue of stock, either los
whole or in part, to the stockholders of this corporation. The acceptance °I
stock in this corporation shall be a waiver of any such preemptive or preferential
right which in the absence of this provision might otherwise be asserted IV
stockholders of this corporation or any of them.
" This corporation shall be entitled to treat the person in whose name

share is registered as the owner thereof, for all purposes, and shall not be bourlot
to recognize any equitable or other claim to, or interest in, such share on the Par,
of any other person, whether or not the corporation shall have notice there'
save as expressly provided by the laws of the State of Delaware.'
"Be it further resolved, That a special meeting of the stockholders of Trail

america Corporation be and it is hereby called to be held on the 9th day °t
February, 1929, at 9.30 a. in. of said day, at the office of the company, Du Pon
Building, in the city of Wilmington, State of Delaware, for the consideratioe
of such amendment and for the purpose of voting upon said recommendatioc

made by the directors to amend the certificate of incorporation of Transamerica
Corporation by increasing the authorized capital stock of the company fr001
$250,000,000, evidenced by 10,000,000 shares of a par value of $25 each, t°,
$1,250,000,000, evidenced by 50,000,000 shares of a par value of $25 each, all,'
for the transaction of any and all business in connection therewith that ralk1
properly come before such meeting; and further
"Resolved, That written notice of such special meeting, signed by the presidec!

and the secretary of the company, be either delivered to each stockholder entitlo
to vote in respect of said proposed amendment or entitled to attend said meeting
or mailed to him at his post-office address, if known, at least 10 days before the
date fixed for said meeting, said notice to set forth a brief summary of the change/3.A
to be effected by said amendment, and said directors deem it advisable that
notice shall contain a brief summary of said changes to be effected by said amen"
ment instead of containing a copy of said amendment in full."
Which resolution declared said amendment advisable and called a meeting of

the stockholders of said corporation for consideration thereof.
Second. That thereafter, pursuant to the aforesaid resolution of its board of

directors, a special meeting of the stockholders of said Transamerica Corporation
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11;48 duly called and held in accordance with law and the by-laws of the corpora-..,4)n, at the office of the corporation in the city of Wilmington, State of Delawaret• the 9th day of February, 1929, at 9.30 o'clock in the forenoon, at which meet-
More than a majority of the voting stockholders of said corporation were

resent in person or by proxy. That at said meeting a vote of the stockholders
ballot in person or by proxy was taken for and against said proposed amend-

èu,sent, which vote was conducted by Alfred Jarvis and L. H. Herman, two judges
,,l'Pointed for that purpose by said meeting; and that at said meeting by vote
p"ducted as aforesaid, said amendment was adopted pursuant to section 26 of
e  general corporation law of Delaware, as amended, the persons or bodies
ezie?*Porate holding the majority of the issued and outstanding voting stock of
i_ ld corporation voting for said amendment, to wit, 7,324,159 shares out of the
"utal issue of 8,993,417 shares were voted for said proposed amendment, and nosharea were voted against the same, as appears by the certificate made by saidJudges.
„In witness whereof said Transamerica Corporation has caused its corporate
741 to be hereunto affixed and this certificate to be signed by its vice president
• its secretary, this 9th day of February, 1929.

WILLIAM H. SNYDER,
Vice president.

GEO. E. HOYER,
Secretary.

StATr-- OF DELAWARE,
County of New Castle, as:

h,13e it remembered, that on this 9th day of February, 1929, personally came
'ore me Herbert E. Latter, a notary public in and for the county and Stateafo„ resaid, William H. Snyder vice president of Transamerica Corporation, a

e"(4'Poration of the State of Delaware, the corporation described in and which
le,cuted the foregoing certificate, known to me personally to be such, and he, the
bgled William H. Snyder as such vice president, duly executed said certificate
ite'°1'e me and acknowledged the said certificate to be his act and deed, and the
tient and deed of said corporation; that the signatures of the said vice president
he(' of the secretary of said corporation to said foregoing certficate are in the
tivndwriting of the said vice president and secretary of said company, respec-

eIY, and that the seal affixed to said certificate is the common or corporate, 
14 said corporation, and that his act of sealing, executing, acknowledging, and

• flvering the said certificate was duly authorized by the board of directors and
ekholders of said corporation.

witness whereof I have hereunto set my hand and seal of office the day and
"41' aforesaid.

HERBERT E. LATTER,
Notary Public.

APPointed February 24, 1927; State of Delaware; term two years.

-•E OF DELAWARE,
Office of Secretary of State:

41, Charles H. Grantland, Secretary of State of the State of Delaware, do hereby
grratifY that the above and foregoing is a true and correct copy of certificate of
1,endrrient of certificate of incorporation of the Transamerica Corporation, as
A
-'eeived and filed in this office the 11th day of February, A. D. 1929, at 1 o'clock. ill

idn testimony whereof I have hereunto set my hand and official seal, at Dover,
Ilth day of February in the year of our Lord one thousand nine hundred and

(SEAL.] CHARLES H. GRANTLAND,
Secretary of State.

to:qr. BAcIGALUPI. This preliminary statement, owing to the ground
be covered and explained, has necessarily become very long.

tkksk your indulgence, however, if I prolong it a little, because I feel
gat it would be incomplete were it not to include a brief announce-

of at least a few of the opinions we hold with reference to theativ.•
ulect matter of this timely investigation, formed as a result of our

100136-30—vol. 2 rr 11 9
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comparatively long personal and intimate touch with all types and
forms of banks now prevalent in the United States.
We see nothing wrong with well-organized and well-managed grouP

banking as it exists in the United States to-day, excepting that it is
not as resourceful, flexible, efficient, or economical as branch bankiq•
We believe that group banking is a great improvement over the indl-
vidual or unit form, however, and a decided step in the right direction.
We firmly believe that large-scale branch banking over wide and

diversified areas has demonstrated its decided superiority, in the
following particulars, wherever it has been tried:

1. It is more economical because:
(a) Operating expenses should be less, due to the efficiencies and

economies which large-scale organization, purchasing, and so forth,
make possible.
(b) Overhead should be less, due to the centralization of adminie;

trative functions and elimination of unnecessary duplication 0'
facilities.

(c) Credit losses are less, due to intelligent credit supervision bY
picked men, which only a large and highly profitable institution esll
afford to employ, and due also to the inherent soundness that conies
from loans spread over a wide area and competent officers close st
hand to watch them, as against loans all placed in one communitY °r
lent at a distance without any one connected with the lending bank
to constantly follow them up.
(d) Assets enjoy a higher earning rate, due to the increased fa'

cilities for investment and greater experience in investment that
naturally comes with the handling of large amounts of money.

2. Local communities receive a safer and more adequate banking
service because:
(a) They enjoy a sound depositary for funds that presents an equal,

and undivided responsibility to all its patrons, and is capable .0;
easily weathering the complete or partial agricultural or industrial
failure in any given section during one or more years.
(b) No financial need is too large or too small to be supplied; an.d

such banks are in a far better position to finance the sound and legit
mate growth of a community than would be possible through the
employment of local capital alone.

(c) An opportunity is offered residents of every community served
to share, through stock ownership, in the profits not alone arising
from the branch within their own locality, but those that accrue frail
the entire system as well.

3. Branch banking is a financial bulwark making generally for
greater soundness and progress and is destined to become, as we see
it, one of the Nation's most invaluable assets.
We have for several years been, in principle, favorably disposed to

branch banking without any territorial limitations. It is our vie/v
that the ideal system of banking should permit parent banks to estabi
lish branches in any part of the world. This privilege is now possesse
by all of the leading foreign banks and has been of great value to f(Z"
eign countries in building up and holding their foreign trade. vv,e,
have become a great commercial nation and our prosperity is depe.n"
cut upon the efficient development of our foreign trade in all section"
of the globe. Congress has recognized in the Federal reserve se;
the principle that banking should follow this trade by giving to nations'
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banks  the right, with the approval of the Federal Reserve Board, to
e,stablish branches in foreign countries. Recently the Bank of Italy
ational Trust and Savings Association was given permission to open
London branch.
While we recognize that our country is not now prepared by experi-

ence or education to engage in nation-wide branch banking we are
nevertheless of the theory that this type of branch banking under
Proper regulation and control would give, in conjunction with foreign
,oranches, the widest possible diversification of business and the great-
St soundness. Such a system of branch banking would not, however,
De expected to proceed entirely from New York City. In our great

.ountry the future will witness many strong commercial centers with
Ln.anks fully able to exist independently of New York. There would be
planch banking systems with head offices in Minneapolis, San Fran-
cisco, Detroit, Chicago, Buffalo, St. Louis, Atlanta, New Orleans,
arid so on.
For the present we are engaged in branch banking in the State of

''elifornia upon a State-wide scale. Our branches are operated under
great variety of conditions of soil, climate, industry, and business.

we are not advocating or supporting any particular legislative
su„ggestions at this time we are nevertheless .M a position, by virtue
°I our experience in every aspect of branch banking, to avail ourselves
°f any enlargement of the territory in which national banks may be
Permitted to engage in branch banking.
I wish to thank the committee for its patience and consideration

4141 I shall be glad to answer to the best of my ability any questions
which you may propound.
The CHAIRMAN. I am going to suggest, Mr. Bacigalupi, that the
Inmittee recess now until 2.30 this afternoon, when we shall be

Pleased to have you back. I am supposing, now, that you have
(1111pleted your formal statement. -
Mr. BACIGALUPI. Yes,
The CHAIRMAN. The members of the committee will want to

qUestion you on different phases of your statement at the afternoon
Inecting. Without objection, then, the committee will stand in recess
until 2.30 this afternoon.
tWhereupon, at 12.25 o'clock, p. m., the committee recessed until

4.30 o'clock, p. m.)
AFTER RECESS

Upon the expiration of a recess, the committee resumed its hearing.
The CHAIRMAN. The committee will please COIlle to order.
My attention has been directed to a matter that I want to call to
te attention of the committee, to the effect that a concern in Nework City, calling themselves "patent law reporters," 154 Nassau
'treet, headed by Herbert B. Sanson, is apparently taking these pro-
!.eedings held before our committee on the subject of branch, chain,
'Lnd group banking and is reprinting them and apparently selling them
to the public.

thFrom the information which comes 
to me from a reliable source,

,,ey are conducting a campaign for the sale of these public hearings,
'mach are available to everyone in the country without cost so long
44 the supply furnished the committee lasts.



r 

1

8

1486 BRANCH, CHAIN, AND GROUP BANKING

It would seem unfortunate that anyone should be attempting. t°
exploit the distribution of these hearings for the purpose of making
money.
The circular or card of some sort which these people are apparently.

sending out is as follows:

BRANCH, CHAIN, AND GROUP BANKING

Every phase of this important subject is being investigated by House Corn-
mittee on Banking and Currency.
Not since the creation of the Federal reserve system has anything so vita

affected American banking.
Send your order to-day so we will know how many copies to prepare of the

proceedings.
HOUSE RESOLUTION NO. 141

PATENT 1,,AW REPORTERS,
154 Nassau Street, New York.

Please prepare and send me   copies of the proceedings of above emu'
rnittee, for which I agree to pay at the rate of 25 cents per page.

Signature  Title __________________ -----
Bank   City 

The CHAIRMAN. One banker, without stopping to think and being
interested in the hearings, signed one of these cards, and a few days
later was presented with a bill for $1,200, and he is now resisting tir
payment of this bill and these people are evidently attempting '4
collect.
I simply wanted to call this to the attention of the committee se

that you would know what is taking 'place. It would seem to lir,
that it is a matter that ought to be stopped. I do not know that
is within the juridsiction of the committee to stop it.

Great numbers of these hearings have been asked for and mailed
out. They are undoubtedly getting them from these printed hearing'
I simply want the committee to know that some people were at-

tempting to exploit the banks in regard to these hearings. I am Ore,
that if any bank wants copies of these hearings, they can be ma,913
available through the usual channels here without going to to toils
great expense, but it is apparent that some banks are innocentlY
being mWcted in this manner.
Mr. Witco°. As I understand it, this concern made inquiriest

beforehand, and, of course, the clerk properly told them he knew c"
no law against it, and there is no reflection whatever on the cleric;
he did the proper thing.
I imagine that these people, by payment of the fixed charges ,20"

vided by law and the regulations of the Government Printing Onace'
could get copies of the hearings, but the viciousness of it was that,
while it was perfectly lawful, they sent out notices and took advantif
of what they know is an obvious fact, that the busy banker possiblY
would get the impression that he has to pay that much in order te
get the official reports of this committee, when there has never beell
any disposition upon the part of the House to decline to allow us jt°5
have printed whatever was necessary to meet the legitimate demo°
of those interested in any of our hearings.
I think it would be unfortunate if any bank should be required t°

pay for a copy of these hearings, and I think it is a part of a proper
charge upon the Public Treasury for this committee to have whatever
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F°Pies printed that may be necessary to meet the demands of any
oanker or of any other citizen who is interested in this subject, having

their 
follow the customary course of writing to the committee or to

'noir own Congressman or Senator in order to get copies.
I think the chairman ought to consider how he can make public

such a suggestion, even though it may result in greater demand being
'Ude upon us than ordinarily would be made, for I do not like the
idea of a bank, like the one you mentioned, having to pay $1,200 and
tilen perhaps having to pay five, six, or ten times that much before
t'oeY get through, and I think something ought to be done to warn theb
. ankers that they do not have to buy these hearings, that if any bank
IS interested the committee will furnish copies to them, either through

Crnequest made directly to the committee or on their ongressman or
6enator.
Mr. Fowl% Of course, we can not furnish them without limit, with-

out exhausting the appropriation.
Mr. WINao. What we ought to do is to meet every legitimate de-

!nand without the bankers having to pay some private source a profit
Or these hearings.
Mr. FENN. In connection with Mr. Strong's very valuable testi-

kony before the conunittee a year or two ago, the chairman informed
e that they had an authorization to print 5,000 extra copies, and

tne demand for. these hearings is going to be as great.
The CHAIRMAN. Greater.
Mr. FENN. The time will come when we will have to ask for that

authorization.
,Mr. WING°. But if the point as to demand should be reached that
41r. Fort refers to, that we would have exhausted our appropriation,
We could then merely do what we frequently have to do, tell them that
certain documents are exhausted but that they can procure them
,fr,om the Public Printer at a certain price, and to find out and tell
olem what that price is.
It might be wise, int order to prevent a terrific and unnecessary

demand, to let the committee simply take care of requests through„
,tfie manbers, and then if some man should write me where I did not
mink he was entitled to it, where it was mere idle curiosity on his
Part, I could do with him as I do sometimes with others, tell him that,
of course, I have not an available copy to send him but that it can be
Procured by purchasing it from the Public Printer for so much.
Mr. FENN. I do not recall of these hearings ever having been in

tile Public Printer's hands.
Mr. WINGO. I think we should arrange for additional copies to be

distributed at cost.
The CHAIRMAN. I think that, so far as additional copies are con-

cerned, we probably will find it necessary to get authority to print
them, and later on, perhaps at the conclusion of this study, it may be
Possible to print them in one or two volumes instead of in the smaller
Pamphlets as now.
I brought this matter up so that it would be a notice to the country

generally that this thing was taking place, and that it was not the
Niew of the committee that anyone should be permitted to exploit
the banks.
I want to quote a little further--
Mr. Goonwni. May I ask a question?
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The CHAIRMAN. Yes.
Mr. GoonwiN. Do I underattand that any private individual or

organization may print a copy of the hearings before this committee
and include on the cover, "House of Representatives, United States
Congress, Public Document Number so and so"?
The CHAIRMAN. I understand that can be done.
Mr. WINGO. I do not know how far they could go. I suggest, Mr.

Chairman, that you look into what the law is, and the precedents'
and what the rulings have been with respect to copying a public dectl"
ment by way of private printing.
The CHAIRMAN. I Will be very glad to do that.
So that the members of the committee may know what is hapRen"

ing, I would like to finish this statement. This gentleman w.riti
that an officer in his bank glanced over this card, a copy of which 
have inserted in the record, and concluded from the reading of
contract that he was ordering four copies of a pamphlet that WOO'
cost 25 cents each. Then the letter goes on—
He thought—

The officer of that bank—
it would be worth that much to have these reports here in our files—not 

4ha 

we had any particular use for them. To our great astonishment we find thit
a set of these proceedings consisted of more than two volumes and en°11,4;
pages so that the four copies would make an aggregate cost of something"
$1,200.
The thing is a fraud on its face, of course, and we canceled the order it'll

diately as soon as we discovered the error, April 23, explaining that we ha
misread his contract.
We are to-day in receipt of the following letter from this man Sansom:
"We were very much surprised to receive your letter of April 23 stating that

you were returning the proceedings of branch, chain, and group-banking inves:
tigation after all the hard work we did in filling your signed order which w'
accepted as bona fide.
"When the packages arrive we shall naturally be compelled to refuse

accept the same, because we feel that we have fulfilled our part of the speciflvf
performance contract called for in your signed order, a photostatic popY °
which is inclosed herewith. We tried to make it so simple and plain that a

child could understand it.
"We must therefore insist that you 0. K. our statement for payment as

as possible. Will you kindly advise your decision in the matter?
"Yours very truly,

"PATENT LAW REPORTERS.
"SANBOM."

Mr. BRAND. What city was that letter sent from?
The CHAIRMAN. New York City.
Mr. DUNBAR. Mr. Chairman, some of the bankers would like 01

read the proceedings as they occur, during the time we are in session.
Now, we can not receive enough copies to send them to all the banks
in our district, and possibly to supply that kind of a want when the
proceedings are over. As I understand it, we will then receive enough
copies so that we can send one to each bank in our districts.
Mr. WINGO. No.
Mr. DUNBAR. We can not?
Mr. WINGO. Do not let that suggestion get "orated" around.
Mr. DUNBAR. Does not this fill a want?
Mr. Chairman, may I ask Mr. Wingo if this does not fill a want'?
Mi.. WiNco. No; there are some bankesr in my district and your°

that would not read them even if we sent them to them.
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Mr. BRAND. Some of them have not time.
Mr. WINGO. I move this, that the chairman be directed to inves-

tigate this matter fully and take such steps as he deems proper to
P,r9per1y protect the banks against exploitation and the hearings oftea committee from being used in an improper way, and that he then
advise the committee subsequently what he has done and found out.
The CHAIRMAN. Is there a second to that motion?
Mr. FENN. I second the motion.
The CHAIRMAN. It is SO ordered.
Now, Mr. Bacigalupi, Mr. Fort has to be away from here a little

later on, and I am going to break the regular program to let Mr. Fort
Proceed with you at this time.

1469

STATEMENT OF JAMES A. BACIGALUPI—Resumed

Mr. Fora. Let me say, Mr. Chairman, that if there is anyone else
in the same boat, I should be glad to have him proceed.

your various set-ups, Mr. Bacigalupi, have you any rules and
regulations which render it certain that there is no cross ownership of
each other's securities by your corporations?
Mr. BACIGALUPI. Yes, SIT.
Mr. FORT. In other words, to take a concrete illustration from the

Chart, would it be possible, in the way you are operating, for the Bank
of Italy, to be the owner of stock of the Transamerica Corporation?
Mr. BACIGALUPI. NO, sir.
Mr. Fowl% Would it be possible for the Bank of Italy National

trust and Savings Association to have loans on the stock as collateral
of the Transamerica Corporation?
Mr. BACIGALUPI. Yes, sir.

.„ Mr. FORT. Generally speaking, Mr. Bacigalupi, is it not possible
tor a considerable duplication of resources to occur in any like organi-
zation if the subsidiary corporations of a major holding company
either own the stock of the parent company or loan on it?
, Mr. BACIGALUPI. I would say no. I have not the exact terms of the
411W that is applicable to that particular point clearly in mind, but the
national bank act prescribes very clearly the percentage of the capital
of a bank that may be loaned to any individual borrower or the char-
acter of security to be given.
Mr. FORT. I think you have got my question a little confused.

I do not refer so much to the loan by the Bank of Italy to the Trans-
anierica Corporation. The national banking act does regulate the
Itluount of loans that could be made to one borrower, but it does not
,regulate the amount of loans that can be made on one type of col-
lateral. For example, we can loan 10 per cent, we will say, of the
Nsources to an individual borrower, but there is nothing in the law
as it stands at the present time to prevent a bank lending 100 per
cent of its total resources on the identical collateral, whether Govern-
//lent bonds or any other security.
Mr. BACIGALUPI. I do not have that clearly in mind. My impres-

sion was that the law was full on that subject and that it did limit it
as to the quality or kind of security. Our policy, however, has been
that we have been very careful in our loans on any collateral to see
to it that not more than a certain percentage was loaned on any. type
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of security, and then, also, that that particular loan should not exceed
a certain percentage of the value that was fixed on that security DY
the finance committee of the bank.
Mr. FORT. That interests me very much parenthetically, becantae,

we have had that question up here, as to whether or not there shonll
be a limitation of the percentage of a bank's resources which shoult
be loaned on an identical collateral. You say that you have suci'
rules?
Mr. BACIGALUPI. We have such a rule, and we apply that.
Mr. FORT. What is that rule, as to the maximum limit of Your

resources that can be loaned on a certain collateral?
Mr. BACIGALUPI. My recollection of the rule is that they shall

not lend more than 50 per cent.
Mr. STRONG. There are just one or two things that I wanted W

ask about.
In your statement to the committee, you said:
Briefly told, the method used by the Bank of Italy in acquiring the stock cf.!

bank prior to the early part of 1917 was as follows: California forbaded and stw
forbids the bank to purchase the stock of another bank.

Then you went ahead and described how you organized the corPo'
ration, first using individuals to buy that stock for the corporation.

Mr. BACIGALUPI. Possibly you misunderstood me or I did not make
myself plain.

Section 31 of the bank act, which is the only provision of the Cat
fornia bank act which has to do with the purchase of another ban"
deals only with the purchase of assets of the other bank, nanaelY'
mortgages, notes, bonds, and the other assets that make up the going
concern. Now, naturally, if you were the owner of a bank that Was
about to be sold, the preliminary negotiations would have reference
not to the assets but would have reference to how much you waf?
going to get for your stock in that bank, and you naturally would no;
consent to the transfer of the assets of your bank, to be incorporate?.
into the assets of the Bank of Italy until you knew definitely how mac'
you were going to get, and in most instances you would want to in!l'be
the money in hand or the consideration in hand for your stock, wine'
represented your interest in that business.
Inasmuch as the law forbids one bank from buying the stock of

another bank, we had to resort to individuals buying the stock, sch°
were friendly to the bank, and then proceeding under section 31 of the

bank act to sell, get the two-thirds consent of the stock of the selling
bank, get the two-thirds consent of the stock of the purchasing bank,
and the resolution of authorization from the boards of directors of the
purchasing bank and of the selling bank, and then come to an agree'
ment as to the purchase and sale of those assets pursuant to section 31i
and when that operation was completed there was left in the she" °'
the selling bank m assets and cash, or convertible assets, capital, sar"
plus, and undivided profits, sufficient to retire or to reimburse the
individuals for the stock they purchased.
Mr. STRONG. Then, when these friends of the bank bought the stock.:

they bought it for the bank?
Mr. BACIGALUPI. Yes, sir.
Mr. STRONG. And turned it over to the bank?
Mr. BACIGALUPI. Yes, sir.
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Mr. STRONG. That was done to avoid the law.
Mr. BACIGALUPI. No, not to avoid the law. It was done to comply

with the law.
Mr. STRONG. No. The law forbade a bank from buying the stock

(t)f another bank, so the friends of the bank bought the stock and
urned it over to the bank, and that gets around the law.
Mr. BACIGALUPI. The bank did not buy the stock; it bought the

assets in strict compliance with section 31..k.
ATRONG. What becomes of the stock?

Mr. BACIGALUPI. It bought the assets from the then stockholders
uf the bank, who were the friends of our institution.
Mr. STRONG. But what became of the stock finally?

BACIGALUPI. It was liquidated; the bank was liquidated and
"lose who purchased it repaid.
Mr. STRONG. To get around the law, which says that one bank can

not buy the stock of another, your bank has its friends buy the stock,
Itnd then from its friends it buys the assets, and there is nothing leftOr the institution but to liquidate.
Mr. BACIGALUPI. It was all done legally.
Mr. STRONG. It was done legally to avoid that statute.
Mr. BACIGALUPI. There was not any avoidance of a statute. It

Was done openly, and with the full acquiesence of the supervisory
4uthorities.
Mr. STRONG. It might be, but it got around the California law.
In the purchase of these banks, was any money made, any increased

!'lliount of stock issued? To be frank about it, was any water put

,Mr. BACIGALUPI. I do not know exactly what you mean by water.
Mr. STRONG. Oh, yes, you do.
Mr. BACIGALUPI. No; in this connection I do not, because the

r't_tpitalization of the bank was increased from time to time, as was
ierred to in my opening statement of this morning, and the dates

cl_f the increase of the capital of the bank and the prices at which the
Nious issues were sold for are all tabulated in Exhibit A that is
uefore this committee.

STRONG. When a bank was bought by friends of your bank and
t'z'an the assets turned over, was any money made?
M. BACIGALUPI. No, sir; not a nickel.
Mr. STRONG. Was any money made or any stock watered, any

P_aPer profits made in the building of these subsidiary corporations,
ur the corporations to take' over these various organizations or banks?
Mr. BACIGALUPI. I do not understand your question.
Mr. STRONG. Well, let us take the purchase of these various banks.

,_4he Commercial National Bank, the Liberty Bank, and the Bank of
1_-morica were consolidated into the Liberty Bank of America, and
"flat turned over to the Bank of Italy.
Mr. BACIGALUPI. Yes, Sir.
Mr. STRONG. Were any paper profits made in those transactions?

a Mr. BACIGALUPI. No, sir. If there were any profits resulting from
,43' of these transactions, they were shared by all of the stockholders
°I the institution.
Mr. STRONG. Was there any profit?

ti Mr. BACIGALUPI. I am positive there was not any profit, because
"37 were sold at their actual appraised value.
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Mr. STRONG. If the Bank of Italy takes over a bank or organizes
a bank or has its friends buy a bank and then buy the assets and that
is converted into the Bank of Italy, is there any stock issued ih
excess of the amount of stock of the original bank?
Mr. BACIGALUPI. No. If the Bank of Italy, for instance, were to

buy a bank to-day, its capital is more than ample to accommodate a
bank or several banks of rather large structure, and there would be no
occasion to issue any additional capital.
Mr. STRONG. I also noticed that in your statement you said that

one of the principles you insist upon is total abstinence from politics
and all controversial questions.
Mr. BACIGALUPI. Yes, sir; that do not directly affect the weal of the

institution.
Mr. STRONG. That is what I wanted to know. If you thought that

the good weal of the institution was to be served by getting int°
politics,_ would the Bank of Italy get into politics?
Mr. BACIGALUPI. No, sir; not as such.
Mr. WINGO. What is that?
MT. BACIGALUPI. Not as such.
MT. STRONG. Not as such. Would its officers get into politics?
Mr. BACIGALUPI. No. I pointed out this morning that there Were

125,000 people who owned an interest in these institutions. Nal;11-
rally they would not take kindly to a deal that they did not consior
fair and just.
Mr. STRONG. Have you taken any interest in State politics in

California?
Mr. BACIGALUPI. The bank has never done anything of the kind.

As far as the last governor's campaign was concerned, I have not allY
doubt that a number of our stockholders in California voted for the
present governor as against Governor Richardson, whose adminis-
tration was openly and avowedly antagonistic to our institution,
In fact, the existence or the further growth of our institution was prac-
tically one of the issues of the campaign.
Mr. STRONG. Then the bank does get into politics.
Mr. BACIGALUPI. No; the bank does not get into politics.
Mr. STRONG. Of course, the charter itself does not get into politic's'
Mr. BACIGALUPI. I do not even mean to be technical or facetious?

Mr. Congressman, in what I am saying.
Mr. STRONG. You say you have 100,000 employees, and, of coils°,

they have relatives and friends and families, and you say that theY
got into this governor's fight?

Mr.. BACIGALUPI. I did not say we had 100,000 employees. Is
we had 125,000 stockholders in the Bank of Italy and in the Bancitali
Corporation 
Mr. STRONG. And they have friends?
Mr. BACIGALUPI (continuing). Who have money invested in these

institutions, and it was a most natural thing for them to resent ail
arbitrary position or any unawful and unjust position in their estr
mation and contrary to their interests.
Mr. STRONG. Of course, they would be advised by somebody that

their interest was affected.
Mr. BACIGALUPI. I do not think there was anybody in the Ste!

of California that did not know it was going on. In fact, there .,
pending at that particular time, and prior to the campaign, a suit vs
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the supreme court entitled "Bank of Italy v. John Franklin Johnson
4S superintendent of banks of the State of California," which had todo

,Mr. STRONG. NOW, let me ask you this 
k Mr. BACIGALUPI. Pardon me, but I would like to explain this,
''ecause I think that in fairness to the people whom I represent here
we should have the facts, since you opened that up.
NIr. STRONG. Go right ahead.
Ir. BACIGALUPI. I read to you purposely this morning the only

,e(lions in the California banking act which deal with the right of a
?tate bank to establish branches. That power is vested exclusively

the superintendent of banks, and it is made entirely dependent
‘4.1)()ii his finding as to whether or not the public advantage and con-
s ellience of the locality is to be promoted by the establishment of
uch a branch. It leaves him practically the czar of the situation.
, ow, the Bank of Italy had been operating in the city of Los

11geles since 1912. It entered Los Angeles not brand new, but
"11'ough the acquisition not of one but of several banks which it
'Perates in the manner I outlined this morning.
ti,When the Bank of Italy entered Los Angeles, Los Angeles was not
t" great city that it is to-day. Within the last six or eight years,
s Angeles has grown to double, triple, or even quadruple its former

Depila Lion.
t Mr. Giannini was one of the first to sense the need or the oppor-
denity of a bank operating in Los Angeles that was not originally'
'esigned for a large town, with its narrow streets and the rest of it,,
tttpld with the outlying area beeoming rapidly populatedby this influx.

People from all parts of the United States, and that it was the
P0rtune thing for a bank to bring itself to the people in these out-

business districts that were rapidly springing up throughoute city.

, It was then about 1921 when our competitors in California began
encourage, following the example of the Bank of Italy, the estab-

',31thaent of branches, and they began to work on the superintendent
4r( ,banks and they got him to enunciate what is known as the de novo
ilt,11e—in other words, he made a law which we felt was absolutely1"gal—t0 the effect that a bank might establish branches only in the

:
ic'eality where it had its principal place of business, and that was done
1 the face of a statute which was plain and which made no dis-
6Inination between any State banks in California.
Ni that they began to get permits for all of these branches, and the

;4Perintendent of banks found that the public interest and conveni-
4,ee would be promoted in the event that they asked for the privilege9 
establishing a branch, but to us he would say, "Because 3rou have

"ur head office in San Francisco, under the de novo rule I can not
tl'ant you that permission."
„Iii the flyleaf of this brief, which I filed with this committee, our
'‘,‘"terney tabulated the branches that were granted to the various
;Auks in Los Angeles territory, and I will read here merely the
'eetnote.

between June 20, 1921, and June 18, 1925, the date this proceeding was coin-
,ced (four years) Superintendents Dodge and Johnson together granted per-

for 122 de novo branches in Los Angeles, 2 to the petitioner, 3 to the Bank
America, and 117 to the above-named 5 favored Los Angeles banks.

_A
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Now, I wish to present that, Mr. Chairman, and to have it marked
the next exhibit letter. (Exhibit V.)
The CHAIRMAN. Without objection, the part referred to will be

printed in the record at this point.
(The tabulation referred to is here printed in full, as follows:)

EXHIBIT V

Branches in Los Angeles—(Exs. 114, 102, and 10I—See Appendix pp. 9-10)

BRANCHES WHEN SUPERINTENDENT DODGE TOOK OFFICE JUNE 20, 1921

De Novo Merger
Purchase
and sale

Bank of Italy 
Security Trust & Savings Bank 
Pacific Southwest Trust & Savings Bank 
Hellman Commercial Trust & Savings Bank 
Citizens Trust & Savings Bank 
California Bank 
Citizens State Bank of Sawtelle 
Yokohama Specie Bank 

2
7
4
4
2
1
1

15

3
1

Total  21 15 4

Total

BRANCHES GRANTED BY SUPERINTENDENT DODGE (JUNE 20, 1921-FEBRUARY
1, 1923)

Bank of Italy 2  
Security Trust & Savings Bank 11 3  
Pacific-Southwest Trust & Savings Bank 24 2  
Hellman Commercial Trust & Savings Bank 8 1  
Citizens Trust & Savings Bank -. 17  
California Bank 11  1
Batik of America 1  

Total 73 7 1

BRANCHES GRANTED BY SUPERINTENDENT JOHNSON (FEBRUARY I, 1923, WU
11E TOOK OFFICE, TO NOVEMBER 24, 1925)

Bank of Italy 1
Security Trust & Savings Bank 9 2  
Pacific-Southwest Trust & Savings Bank 13  
Hellman Commercial Trust & Savings Bank 13  
Citizens Trust & Savings Bank 8  
California Bank 3 2  
Bank of America 3  

Total 49 4 1

4
4
17
1
1

40

17

11

13

3
3

.54

Between June 20, 1921, and June 18, 1925, the date this proceeding was commenced four years), Sulvrtiti::
tendents Dodge and Johnson together granted permits for 122 de novo branches in Los Angeles, 2 1')
petitioner, 3 to the Bank of America, and 117 to the above-named 5 favored Los Angeles banks. 1
The history of the petitioner's 6 branches in Los Angeles (4 purchased and 2 de novo) appears infra P
The history of the 15 branches acquired through merger by California Bank appears in Exhibit

(Appendix, p. 6).

Mr. STRONG. Then, I understand from what you said that the filet
that the banks that were your competitors seemed to get more eon"
sideration from the superintendent of banks forced the stockholder&
of your bank to take an interest in politics?
Mr. BACIGALUPI. It forced them to a decision as to what candidate

who was running for office they would vote for; yes.
Mr. STRONG. And when that candidate was elected, was the n1°1

who was then appointed superintendent of banks satisfactory t°
your stockholders?
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Mr. BACIGALUPI. Neither the stockholdings nor any of our insti-
tutions had absolutely anything to do with the naming of the
superintendent of banks.
. Mr. STRONG. I understand that, but I am asking you if the super-
Intendent of banks that the new governor appointed following this
contest was satisfactory to your stockholders?
Mr. BACIGALUPI. He was just as satisfactory to our stockholders

48 he was to the stockholders of every other bank.
Mr. STRONG. Since he has been in office, have you been getting

as square a deal as you did before?
i. Mr. BACIGALUPI. The Bank of Italy, within a very:few days after
lie was named by the governor, became a national bank, and thus
kilt itself out of the jurisdiction of the superintendent of banks of the
Nate of California.
Mr. STRONG. Have ,you any State banks in your group?

, Mr. BacroALuer. We have now the Bank of American of Cali-
lornia.
Mr. STRONG. And are they getting a square deal?
Mr. BACIGALUPI. They are getting a square deal.
Mr. STRONG. But before they did not?
Mr. BACIGALUPI. No, sir.

.Mr. STRONG. The incentive, then, is to get into politics, for these
viOnstitutions?
Mr. BAcioALuei. I deny that the Bank of Italy or any of its

!tockholders as such is in politics, and I deny that the Bank of Italy
'las ever asked for or ever received political favor from any California
'fficial.
Mr. STRONG. The proposition I am trying to get at is this: I very

l'Inch fear, as a citizen, that great banking institutions such as you
ftre building up in California and such others that are being built up
'ill get into politics. The second national bank in the United
otates did get into politics.
Mr. BACIGALUPI. I do not think you need have any apprehensions

on that score.
Mr. STRONG. No, because
Mr. BACIGALUPI. May I say this? Just to illustrate, there would

!ct have been a chance for the Bank of Italy or any of its affiliations
!1°ing anything in politics unless the people themselves who had an1,r!terest in this institution felt that they were absolutely being
otscriminated against.
Mr. STRONG. Certainly:
Mr. BACIGALUPI. All right. The average holding of the 125,000

stockholders of our institution, as I recall it, was about nine shares
8ftell• Now, you can not conceive that on any political issue or on
4,1137 political candidate that there would be any unanimity or that
UUere would be any consensus of opinion, or that there would be
snY power resting in the hands of the administration of an institution
(.4 that type to get Jews and Gentile, Catholic and Protestant, wet
itid dry stockholders, such as our institutions possess, to agree, unless
1,t was something that was absolutely raw and scandalous and that
°Y its own weight and momentum would force them to assert their
rights.
Mr. STRONG. Certainly; unless those 125,000 stockholders thought

that their rights were being invaded, they practically would not takelb.

—a
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any interest, but if they thought that their rights were being invade,cici
they would get into politics and help elect a governor that wow
appoint a superintendent of banks favorable to them.
Mr. BACIGALUPI. That is not a fair statement, Mr. Congressman'
MT. STRONG. I say they would.
MT. BACIGALUPI. No; I do not think so.
Mr. STRONG. I was invited to a moving-picture show not long ag°,

and the man who invited me told me that he would like to go to
certain place because, as he said, "I just bought some stock in that
corporation."
So, men are persuaded in what they do by what they think is their

personal interest.
Mr. BACIGALUPI. Whether you are a stockholder of an institution

or not, you as an American citizen resent arbitarary acts and unfair-
ness, and as an individual you will stand up for what you consider to
be your rights as an American citizen.
Mr. STRONG. Yes, sir, and if I had been a stockholder in your nor-

porations and I thought that the superintendent of banks out there
was not treating the institution in which I held stock fairly, and there
was a contest over the governorship, I would vote for the governer
that would appoint a superintendent of banks that would treat nlY
institution fairly, and that is just what I think everybody else
would do.
For that reason, I am wondering if there is not a danger in

up these large holding companies, that own thousands of shares
stock.
Mr. BACIGALUPI. Well, I do not see any danger in it at all.
Mr. STRONG. I have in mind the history of the second United States

bank, and I am looking ahead to what might come.
Mr. BACIGALUPI. I defy any of our bitterest competitors, and we

have some, to cite a single instance wherein the Bank of Italy or anr
one directly or indirectly connected with it has ever sought to ex°r"
cise any political power in the State of California.
Mr. STRONG. That may be true, but, nevertheless, whereas the

former superintendent of banks seemed to have leaned toward your

competitors, he is no longer in office.
Mr. BACIGALUPI. I will say this, that if to-morrow a similar sitar

tion arose, I have not any doubt that the stockholders of our institte
tion would react in exactly the same manner.
Mr. STRONG. That is just what I think; it is just what I am trYing

to come to.
Mr. WINGO. I believe that you gentlemen are going to agree

directly.
Mr. STRONG. I think most anybody would agree to that proposi"

tion.
Mr. BACIGALUPI. I know that I can see a very clear distinction ill

this transaction. I think that as American citizens it is our right te
resent abuse and injustice—
ritMT. STRONG. Certainly.
Mr. BACIGALUPI (continuing). And to fight for the right—not t°

use our power illegitimately and to try to force our will upon everYolle
else.

Ii
Your proposition seems to beg the question to this extent, that 01

are presuming or assuming that in consideration for the politic
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support that he may have received from our stockholders, the present
governor made an agreement with reference to the naming of a super-
intendent of banks that would be favorable to our institution, which
deny.
Mr. STRONG. No; I only think you got rid of a superintendent of

banks who was not favorable.
Mr. BACIGALUlq. He was not; he was decidedly and openly

unfavorable, and the governor himself went on record as stating he
was doing exactly what the other banks of the State of California
wanted him to do, and, as far as he was concerned, they had more
votes than the Bank of Italy.
Mr. STRONG. I see. I am not disputing that proposition at all,

and I have no doubt that the stockholders and officers of the second
United States bank thought that Andrew Jackson was very unfair,
and I do not doubt that the superintendent of banks was unfair to
You, but I am just pointing out that in the building up of a great
financial institution there can be established a great power which
nlight be used in politics.
Mr. BACIGALUPI. The vice of the United States bank was that it

Was not trying to run its own business, but the other fellow's busi-
liess—that is where the vice was, and there is no parity between the
two cases.
Mr. STRONG. I have no doubt that if the persent managers of the

bank of Italy were to continue for all time, they would always do
just and right toward the people and in their politics, but what I fear
18 that after you build up a nation-wide institution, with hundreds
of thousands of stockholders, there might be officers of the bank in
the next generation that might use that power in politics.
Mr. BACIGALUPI. I know, and may I say tins, Mr. Congressman:

I do not know what your politics is, but say that you were a. stock-
holder and owned nine shares in our bank—
Mr. STRONG. That is a violent assumption, from my standpoint.
Mr. BACIGALUPI. And the management of that bank asked you

tO vote for a candidate of an opposite party: Do you think that your
interest in the nine shares in the banking institution would be strong
enough of an inducement to warrant your abandoning your party
Principles?
Mr. STRONG. Probably not, but I might be human enough, if you

Came along and said, "Don't you know that the governor will appoint
a superintendent of banking that is working against us and your
interests," and I will say, "Very well, I will not vote for him."
Mr. BACIGALUPI. I do not think your small interest in the institu-

tion would prompt you to do it and I do not think any reasonable,
sensible business man would be influenced.
You should realize in these days we have no longer institutions

dominated by one man. You take the financial interests in our
institutions beginning with any one interest, beginning with Mr.
Giannini arid going on down, his control is insignificant. Our claim to
our right to a tenure in office is that we run our bank and do not meddle
With politics or get interested in any business except our own.
Mr. STRONG. I want to say that while the average shareholdings

in your institution may be only nine shares, there are a great many
of them that have a much larger interest, that are devoting their
lives to the institution.
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Mr. BACIGALUPI. But they have only one vote.
Mr. STRONG. But they are devoting their lives to it and when they

come to a matter of voting for a governor that will appoint a super-
intendant of banks that will be favorable or unfavorable to that
institute, nobody will have any doubt as to whom they will vote for.
Mr. BACIGALUPI. I deny our stockholders had any assurance as

to who would be appointed superintendent of banks.
Mr. STRONG. Certainly not. They knew one governor vies

appointing an unfavorable man and the other might appoint another
kind.
Mr. BACIGALUPI. Well, he could not be any worse.
Mr. STRONG. Just another question or two. Are all of your manY

banks and branch banks and corporations now controlled by the
Transamerica Corporation?
Mr. BACIGALUPI. To the extent that I outlined them and as shove.

by the chart.
Mr. STRONG. How many banks and branch banks does that nail'

ber?
Mr. BACIGALUPI. I can not tell your offhand. The records will

show that, Mr. Strong.
Mr. STRONG. Five hundred?
Mr. BACIGALUPI. Well, we have 292 in the Bank of Italy, 161 in

the Bank of America, and I think 35 in the Bank of America of New
York. That makes 488 in California and New York.
Mr. STRONG. Have you any in any other city besides New York?
Mr. BACIGALUPI. No, sir.
Mr. STRONG. None on Chicago?
Mr. BACIGALUPI. NO, Sir.
Mr. STRONG. This bank you have in Italy 
Mr. BACIGALUPI. Yes, sir.
Mr. STRONG. Does the Transamerica Corporation control that?
Mr. BACIGALUPI. I think it has about a little mere than control--

about 50.49 per cent; not quite 51 per cent. It has a little over 50
per cent and its total investment is some $6,000,000 in American
money.
Mr. STRONG. But they have control?
Mr. BACIGALUPI. Yes, sir.
Mr. STRONG. How many banks are there in that group in Italy?
Mr. BACIGALUPI. Thirty-seven offices.
Mr. STRONG. Any other banks in which you have any stock at all?
Mr. BACIGALUPI. Oh, yes; we have shares in a number of banks ill

the United States, as investments.
Mr. STRONG. In about how many States?
Mr. BACIGALUPI. I could not answer that.
Mr. STRONG. A dozen?
Mr. BACIGALUPI. I would be guessing if I said that.
Mr. STRONG. Have you any interest in other banks in countries

besides Italy?
Mr. BAcioALuri. No, sir.
The CHAIRMAN. Would you furnish for the committee, Mr.

Bacigalupi, a list of stockholdings in other banks in the United
States that you or any of your affiliated companies own?
Mr. BACIGALUPI. Yes, sir.
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M. STRONG. I want to clear the atmosphere by making plain my
Purpose in asking these questions. I am one member of this corn-
1,nittee who absolutely fears that the building up of nation-wide
'ranch banking is a dangerous thing. You have been operating just
a few years and yet you have almost 500 banks. I am wondering
!%:hether or not, in 25 years, we will not have money and credit in the
united States so monopolized in a few groups that it will really con-
stitute a menace and whether or not, when you get that position, some
one will not get into control and seek to dominate and control the
"ational politics.
Mr. BACIGALUPI. I do not think you need fear a monopoly of mcney

;Ind credit. What will result, in my opinion, if anything, would be a
?Ode between giants, rather than a battle between a number of—may
say it—pygmies, and I think the competition will be just as keen,

!Ind. I think the financial structure of this country will be very much
better controlled and the credit situation very much better organized
than it is to-day.
Mr. STRONG. But what I am afraid is that it will be a battle of

glaaats against the pygmies.
Mr. BACIGALUPI. The institutions will be controlled by the people

who own the institutions.
Mr. STRONG. And there will be a great mass of the people not

rePresented at all.
Mr. FENN. With the permission of the committee and the assent
the chairman, inasmuch as the gentleman from New Jersey (Mr.

°It) has an important engagement, I ask unanimous consent that
41Y time be yielded to him.
The CHAIRMAN. Mr. Fort.
Mr. FORT. Mr. Bacigalupi, we were discussing here a few moments

ago the question of duplication of resources in these holding organi-
4ations. I have had occasion to see it myself, occasionally, in insur-
!lice companies where one has owned the stock in another and the
'eeond has owned stock in the first, the net result being that the

13,nblished statement of the capital and resources contained duplica-len and is capable of great deception. I know of one notable case
where, when they got through, the two insurance companies had
tiothing left—each owning the other.
„ That is possible, of course, to the extent that the management
°Permits it in any of these organizations, which contain more than
1111 corporation not in the banking line. That is correct, is it not?
Mr. BACIGALUPI. Yes, sir.

k Mr, FORT. We have asked other witnesses who have appeared
r fore the committee from group and branch banking systems if they
°111d be willing to furnish us with their suggestions, based upon their

t),Perience, as to the form, if any, that regulatory legislation should
a0. Would you be willing to do that?
Mr. BACIGALUPI. I would be glad to.
Mr. Fowl% And in doing it, would you consider this question as to

'avhether cross ownership should be permitted or whether one of the
Ilbsidiary corporations in such a group, being a banking corporation,
onld be permitted to loan on the stock of the holding corporation

"? of other corporations in the group?
100186-30—vm 2 Fr 11-10
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Mr. BACIGALUPI. I shall be glad to do that, and, incidentally, $8,1
that our policy has always been very strongly against indulging
that practice.
Mr. FORT. I have not a doubt it has been, but we would like your

judgment as to a way in which we could perhaps avoid it in a manor
ment that perhaps did not possess the same judgment.
I also notice your reasons for setting up what is now the National

Bankitaly Co. and originally the Stockholders Auxiliary C°I."
poration?
Mr. BACIGAULPI. Yes

' 
sir. aMr. FORT. I take it that that parallels what is generally calle

the Security affiliate?
MT. BACIGALUPI. Yes, sir.
Mr. FORT. And you have, by some legal device, arranged it 0,!!

that the stock of the National Bankitaly Co. can only be tran°-
ferred with share by share of the Bank of Italy?
Mr. BACIGALUPI. Yes, sir; all shares of the National Bank1talY9

Co. are owned by Mr. Giannini, Mr. P. C. Hale, and myself .!1
trustees for the Bank of Italy and the evidence of the beneficIT
interest of each stockholder is indorsed on the back of the B
of Italy's certificate, so that the transfer of the Bank of 'tal

n
i

'certificate transfers also the beneficial interest in the Nation 
Bankitaly Co.
Mr. FORT. And that is a practice that you thoroughly apPrf/

of—that business of tying up nonbanking stock with banking stee.611
Mr. BACIGALUPI. Yes, sir; we have had no occasion to regret 1,
Mr. FORT. The functions of such a corporation are not banki13

functions, are they?
Mr. BACIGALUPI. No; not necessarily.
Mr. FORT. Is your management the same in the National Bankitall

Co. and in the Bank of Italy?
Mr. BACIGALUPI. No, sir; except it naturally came under Nil.'

Giannini's general jurisdiction.
Mr. FORT. Is the directorate the same?
Mr. BACIGALUPI. NO, sir.
Mr. FORT. Do you believe that such organizations should have the

'same directorate and management?
Mr. BACIGALUPI. No, sir.
Mr. FORT. Under the laws of California, is your bank—of cour3e,'

it is now a national bank—but under the laws of California are sileu
banks allowed to buy and sell stocks for their own account?
Mr. BACIOALUPI. No, sir.
Mr. FORT. Do you believe they should be allowed to do that? ue
Mr. BACIGALUPI. No, sir. That is the reason we took it out of t"

bank and put it into the bank affiliate.
Mr. FORT. And your reason for so believing is what? • r
Mr. BACIGALUPI. Our real reason was that we did not conelde

it strictly a banking function.
Mr. FORT. But you do believe it is proper—and I know a gre

many who agree with you—to tie up the control and ownership
operation, in effect, of a company doing business which is not proper '
a banking function, with a bank?
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Mr. BACIGALUPI. Yes, sir; and we predicate that opinion upon
eur experience. We have builded a big organization. We have
Upwards of 5,000 men and women in the Bank of Italy alone. There
are a number of legitimate functions not strictly banking that can be
availed of by our group for the benefit of stockholders. These
'unctions we have found in many instances to be taken advantage
',1f in many banks by the men who are the paid trustees of the stock-
holders who convert these otherwise legitimate opportunities to their
own personal advantage.
It was always Mr. Giannini's idea that we were to serve our stock-,

nolders 100 per cent and to avail ourselves of this instrumentality
in every legitimate way for the benefit of the stockholders and we have
found that the auxiliary or security affiliate is that type of institution.
It helps to keep the bank cleaner for the benefit of the depositors of
oar bank; it makes it somebody else's specific business to take care
these assets that are placed there; it permits us, through our affiliate,
to take over such assets as are objected to by the examining authorities
or are objected to by our own examiners. Real estate that has been
on the books for more than five years must, arbitrarily, be written
off and we take care of that through that auxiliary. We have come
to believe that our banking structures are becoming more and more
the financial emporiums of the country, and that we should depart-
Inentalize anything relating or incidental to the banking business,
and anything that can not be handled through the bank, can be
nandled through the affiliate, and handled through that affiliate
Without additional expense.
We believe the affiliate furnishes an additional backing to the bank

and it is for benefit of the depositors of the bank.
Mr. FORT. I notice you use yours for the purpose of taking bad

assets out of the bank—and I appreciate any bank like yours must
get some bad ones with the best of management—taking them out
and putting them in the affiliate so that the eventual loss or possible
8a1Vage will go to the bank's affiliate stockholders?
Mr. BACIGALUPI. Who are identical and whose ownership is in the

ftrtie proportion.
Mr. Fowl% Do you think there is any hazard where you have a

combined management of the two institutions that the thing might
Work the other way?
Mr. BACIGALUPT. I do not follow you.
Mr. FORT. That the bank may take over from the securities

,affiliate very slow moving frozen bonds that it might have gotten
loaded with on syndicate operations—is there any danger of that?
Mr. BACIGALUPI. I do not think so.
Mr. Fora. It has never happened with yours?
Mr. BACIGALUPI. No sir; the bank is under examination—
Mr. FORT. The assets might be good, but slow.
Mr. BACIGALUPI. It would soon be detected if that was the policy

oftthe management and a halt would be called.
Mr. FORT. In the operation of your trust department, do you buy

for the account of the trusts which are operated by your banks—any
of them—do you buy securities from your own securities affiliate?
Mr. BACIGALUPI. Our policy has been unalterably against that.

The only securities that we have ever bought from our affiliated

_A
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securities department have been United States Government bonds(
county, State and municipals.
Mr. FORT. And you believe, as I do, that that is sound practice

and should be perhaps enforced?
Mi. BACIGALUPI. Yes sir; that is sound. I think that a trustee

should get one fee and one fee alone and that is the fee provided for
in the private trust agreement by the express terms of the agreement
and, in the case of a court trust, by the award of the court, and he or
it should not make any other profit from his position.
Mr. FORT. Do you bank trust funds with your own banks?
11.r. BACIGALUPI. If we do, we do it pursuant to the Federal reserve

requirement and the State banking requirement.
Mr. FORT. And what has been the rate of interest allowed trust

funds?
Mr. BACIGALUPI. Nothing on commercial deposits, but the law does

require that such deposits in the commercial department shall be se'
cured in the manner provided by law.
Mr. FORT. Is there any reason, Mr. Bacigalupi, generally, wily a

bank should be allowed to make a profit in its banking department out

of the funds which they deposit with itself from the trust department.
?

Mr. BACIGALUPI. I do not see that, it is gaining any advantage there
because if it gets a deposit from that source, there is no difference from
getting it from any other source. If it is deposited in its commercial
department, it is putting up securities which it is rendering inactive
for other purposes.
Mr. FORT. I have not the law before me, but I understand in the

State of Kentucky the law requires a bank which banks any trust funds,
with which it is intrusted, with itself, to pay 5 per cent interest, while
those funds remain uninvested, to the trust, on the theory that You
have just so well and properly stated, that it should make nothing out
of the trust except the legal fees and, therefore, to get no b(nefit front
lending that trust fund while it is in its bank.
Mr. BACIGALUPI. I do not know about the laws of Kentucky. ,
Mr. FORT. Would you feel that some such law requiring the bank;

to account to the cestui qui trust for funds banked with itself bad
legislation?
Mr. BACIGALUPI. I do not see that it will serve any particular,

purpose. •I do not see why a corporate trustee should be penalized
over an individual trustee. An individual trustee has the right t°
deposit where he cares to. He does not have to give security in men:c
instances.
Mr. FORT. He has to give a surety bond.
Mr. BACIGALUPI. He may be liberated many times from doing

that by the terms of the will.
Mr. FORT. If he mingles those funds with his own funds, he would

have to account for all losses as well as any profits.
Mr. BACIGALUPI. If he has any left; yes, sir.
Mr. FORT. And would have to account for it if he mixes it with a,

mortgage fund, for the rate of interest he received on the mortgage•
Mr. BACIGALUPI. Yes, sir; but there is no intermingling of trust

funds by the corporate trustee.
Mr. FORT. But when they are deposited and become a part of the

general resources of the bank and the bank lends them with other
funds, for their own account—
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Mr. BACIGALUPI. But they are secured deposits.
Mr. FORT. The law of Minnesota, I will say for your information,

we have learned in these hearings, forbids a corporate trustee from
!)ttliking with itself uninvested trust funds. Do you feel that that is
11111Proper legislation?
Mr. BACIGALUPI. I think the law that is incorporated in the Fed-

eral reserve act is sufficient.
Mr. FORT. You have spoken very well in your statement and

Pointed out the very unusually liquid condition of your institution.
j.:ow do you feel there is any difference in the need of liquidity in a
ranch system from the need of liquidity in a unit bank in proportion

of the total deposits?
Mr. BACIGALUPI. I would say that possibly we have been a little

overconservative because of the fact that we were blazing a trail and
We were on trial, if you please, and that it behooved us to maintain
a Position that was more liquid than we felt was conservative.
Mr. FORT. But I ask you specifically, do you feel that the spread

?f deposits coming from many communities, as they do in such a
°ranch system as yours, makes it necessary that a branch banking
!Yatem like yours should have greater or less liquidity than a unit
°ank with all deposits in one spot?
Mr. BACIGALUPI. We have come to believe that it would be less

Ilecessary for us to maintain as high a liquid position than would be
required of a unit bank.
Mr. FORT. I notice in your statement that you set up one of your

corporations here in part for the purpose of acting as an insurance
agent? •
Mr. BACIGALUPI. Yes, sir.
Mr. FORT. You also own your own fire insurance company?
Mr. BACIGALUPI. Yes, sir; the Transamerica does.
Mr. Fora. Is it a part of your practice to require borrowers or

to suggest to borrowers that they should insure with your own com-
Pliny?
Mr. BACIGALUPI. No, sir; and I should like to explain that.
Mr. FORT. I should like to have you do that.
Mr. BACIGALUPI. When we first started to buy country banks,

We invariably found that the president or cashier of the bank was the
agent of a number of different insurance companies in his own personal
ieaPacity and that when Mary Brown or Jim Smith came into the
°ank to borrow money from the bank this individual agent always
made it his business to say to the individual, "I am an insurance
sKent and I will grant this loan if I am given the privilege of writing
this insurance," and he would write it and put the commission in his
(Avn pocket.

•Now, that was contrary to the spirit of our organization which, as I
tried to point out, was always designed to act for the benefit of the
stockholders, and what we would do in those instances was to say to
the former president or cashier, predicated upon his personal income
from that particular source over a period of three to five years, "How
laluch do you think your businessis worth?" And he would fix a
trice on it and we would pay him in cash, and then we would say to
4u/n, "Hereafter you continue to do as you have done before, except
You are not to force the service upon anybody. Try to place it if you
Can, and if you do, whatever profit accrues from that source, goes
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into the common treasury to be divided among the stockholders ef
the institution."
That led to a great deal of opposition on the part of the insurance

fraternity of California. it led to legislation in the State which
prohibited or sought to prohibit—it never became a law—a corpora'
tion from acting in that capacity.
That, however, never became a law, as I say, And through our

branches, we place insurance not only on our own properties but when'
ever the people who deal with us request it. If our representatives
find the insurance has already been placed by a customer of the bank,
the bank does not seek to interfere with it. If it is something that
comes logically, without importuning, it is written and the profit die'
tributed among the stockholders of our institution.
When we bought the Farmers & Merchants Bank of Sacramento,

there was in that combination an insurance company, which was
purchased along with the bank. It was a small company, but lass
been built up to about three times its former size; in the last year
and a half.
Mr. FORT. And that has not been built up then, by any insistence

or suggestion on the part of your bank or any agents that the people
should use the Pacific National Fire Insurance Co., if they were plat
ing insurance on mortgages taken by any of your side corporations.
Mr. BACIGALUPI. No, sir; we have never importuned anybodY•

We believe it would be a very unwise policy to force our service°
upon the public.
Mr. Fora. But pretty generally they insure that way?
Mr. BACIGALUPI. Where an individual officer has nothing to Pi°

personally, his interest is not going to be as keen as if the money
were to go to him.
Mr. FORT. I noticed, in looking at the figures for your companY?

they indicate that the capital and surplus are very small in respect
to resources. Do you reinsure as you go along?
Mr. BACIGALUPI. It reinsures liberally.
Mr. FORT. The chairman of this committee has introduced a bill

in the House recently, the effect of which is to stop any further devel'
opment of group banking systems in this country, pending really'
I take it, a decision by Congress on what it wants to do about it;
Have you any views on the wisdom or unwisdotn of that legislation"(
The CHAIRMAN. Just a moment: That is a somewhat drastic

statement of what the bill proposes.
Mr. FORT. I can read the act. It is very short:
Be it enacted by the Senate and House of Representatives of the United States ,_of

America in Congress assembled, That after the approval of this act it shall e`
unlawful for any corporition, copartnersnip, individual, or trustee to purchase,
or otherwise to acquire more than 10 per cent of the shares of the cApital stoc

of more than one member bank of the Federal reserve system, whether State or
national bank member, except after first obtaining the approval of the CoutP'
troller of the Currency with respect to national banks and of the Federal Reserve
Board with respect to State member banks. Any person or corporation violatiaf

this act shall be deemed giiilty of a naisdemeanor and shall upon conviction thereel'
in any district court of the United States, be fined not more than $10,000.

I have had sympathy with the viewpoint expressed in this bil/i
that we have gone pretty fast in this business, and we might do mre
to stop and digest what we have done. Have you any view as to

vch
Are,

he
Pr(
act
to;

ci
t1
0

ik_



of

1Ce

jell
ra'

)11r

?:11-
reS

Lk,
St

is-

SS
as

ce
Ic
-

s:
V.
es

II

BRANCH, CHAIN AND GROUP BANKING 1485

Whether such legislation would interfere with the legitimate banking
Practices in this country now?
, Mr. BAciumxPi. I would not be true to the position that I have
Aeretofore enunciated, were I to say, with all due respect to the
Proponent of the bill, that I favor it. As I stated this morning, I do
ilot see anything wrong with group banking as it exists in the country
te-day, and I do not think it presents any occasion for alarm.
The CHAIRMAN. May I say something there?
Mr. BACIGALUPI. Yes.
The CHAIRMAN. I do not think you caught the intent and purpose

ef this bill. It does not impede it, except as to irresponsible people
rho are attempting to get hold of groups of banks and build up,arger banks who would first have to get the consent of the Comp-
'roller of the Federal reserve before they can take over a bank,
Whereas, now they can go out and take over banks without asking
anyone's consent.
Mr. BACIGALUPI. But that bank is under the direct jurisdiction of

either the comptroller or the superintendent of banks, and subject to
examination.
The CHAIRMAN. That is true, but the comptroller has no authority

ta stop the acquisition of control of stock in a bank by anyone.
Mr. BACIGALUPI. I understand that. I am not aware that there

uaa been any abuse in the country of that. Possibly you are in pos-
8ession of information that I do not know anything about, but I
Personally have been in the mill so long that I am never in favor of
interposing a lot of hurdles in the natural trend of things; in other
Words, if the thing is not wrong in principle, it is unnecessary, in

humble opinion, arbitrarily to set up 10 per cent or 20 per cent
interest in another institution, as a limit.
Mr. CHAIRMAN. Mr. 13acigalupi, if I may interject here, I have

Btated many times that this chaija or group idea is perhaps all right
When in strong hands and properly managed, but history shows that
Poup banking in the past, where it was in weak hands, was very

erous and usually resulted in failures.
Mr. BACIGALUPI. I can appreciate what you have in mind, Mr.
hairman, but my only objection was to the point that it is necessary
your proposed bill, in the pursuit of what I consider a perfectly

Nitimate function, to run to an official and obtain his consent. As
,s4 understand the bill, there is not any standard; there is not any
P,rocedure fixed, excepting an application must be made for permis-
3Ion, irrespective of whether the group that seeks to acquire the 10
Per cent in the other bank may be the strongest or the weakest. The

hat 
one may be refused and the weakest one granted. I say

net with all due deference to the comptroller, whom I see in the room.
You must make a showing and make an argument every time the

'fling comes up, and you meet one official who has one view, and run
!i1:1 against his successor, who may have altogether a different view of
It) and this makes an additional prohibition that I do not think is
necessary.
Mr. FORT. If, however, in the judgment of the committee, our

thoroughly 
was between stopping this thing for a while until we could

‘noroughly settle what regulatory legislation ought to be adopted,
cir going ahead on regulatory legislation, without more study, it would.

AL 
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probably be wiser, would it not, for us to stop it than to pass regal'
tory legislation without really sufficient investigation?
Mr. BACIGALUPI. I think that is true.
Mr. FORT. That is my view of the wisdom of this legislation, that,

it relieves us from the necessity, perhaps, of doing something that,
otherwise we might not have the time thoroughly to investigate ant'
study. I think that was somewhat in the chairman's mind.
The CHAIRMAN. Yee. FrOITI your own past experience, Mr'

Bacigalupi, I can understand your objection to the enlargement of the
supervisory provisions over such matters.
Mr. FORT. That is all.
Mr. FENN. I have only one or two questions to ask Mr. Bacigalupi•

You say that you got into all the places you wished to in CaliforEns,
with the exception of Sacramento, and I believe you say in
statement that you could not buy a bank in Sacramento. Have Ye"
succeeded in getting into Sacramento?
Mr. BACIGALUPI. I stated in my statement of this morning thaLst,

pursuant to a popular petition, led by the chamber of commerce,
novo bank was established there. Subsequently to that time !lc:
have purchased in that city the Peoples Bank and the Fartneto
Merchants National, with which the insurance company was con"
nected.
Mr. FENN. When you acquired a foothold in Sacramento, what Woe

the effect on the other banking interests in Sacramento?
Mr. BACIGALUPI. I think that will be snown in Exhibit J.
Mr. FENN. You could not tell offhand?
Mt. BACIGALUPI. I am quite certain that it did not pereeptiblY

hurt anyone.
Mr. FENN. It did not?
Mt. BACIGALUPI. NO, Sir.
Mr. FENN. What effect did it ha.ve on the original banking situ!'

tion—and when I say original banking situation, I mean the bat:1"s
in existence before you go into a place what effect has your setting
up banking institutions in places where you were not before—had °11
the original banking in stitutions, as to driving them out of busines:9,
or causing their business to fall down, or have you absorbed their
business?
Mr. BACIGALUPI. The result is evidenced by one of the exhibits,

which shows that in may of the communities a well run unit banktrIg
competitor has thrived rather than been hurt by the competition; in
other words, to the full extent of their capacity to serve, our cool'
petition made them a little more courteous and a little more vigilanbt
and injected some new life into them, and in other instances, throng°
no fault of ours, some of our competitors have gone out of busine59.
Mr. FENN. I understood in some place you maintain you branches

where it is not profitable, in order to serve the public, as a public
convenience and necessity?
Mr. BACIGALUPI. Yes, Sir.
Mr. FENN. Have you other competitors in California in systems

similar to yours?
Mr. BACIGALUPI. Yes, sir; we have none excatly like ours, in that

there is no other state-wide branch banking system, but in the D.:'s
Angeles area, for instance, we have plenty o f competition, and in

th

in

ge
el
th
Ci
Of



BRANCH, CHAIN, AND GROUP BANKING 1487

the San Francisco area .we have the American Bank & Trust Co.
Plat operates all the way from Los Banos up to Oakland. Then up111 the Sacramento district we are in competition with another insti-
tution that operates a chain of banks in the upper end of the State.
Mr. FENN. And that competition has not been detrimental to.

!oti or to your competitors?
Mr. BACIGALUPI. Not that I.have noticed, no, sir.
Mr. FENN. I take it it has been what we call fair competition?
Mr. BACIGALUPI. Yes, Sir.
Mr. FENN. Supposing that the Bank of Italy, or whatever you may
'1111 it, should acquire these other institutions in California—those of
)1Thich you have just spoken, your competitors at the present time-
1' it your opinion that that would destroy competition in California?
Mr. BACIGALUPI. No, sir.

„ Mr. FENN. The result would be that there would be other competi-
'km that would arise?
Mr. BACIGALUPI. Yes, sir. I figure there are people in California
would not do business with us on a bet, and as long as there is a

Profitable field, there will always be other banks spring up to take
Care of the business that they feel they might command.
Mr. DUNBAR. You are distinctly a branch banking institution?
Mr. BACIGALUPI. Yes, sir; the Bank of Italy is.
Mr. DUNBAR. I understood you to say you had become a national

batik?
Mr. BACIGALUPI. Yes, sir.
Mr. DUNBAR. The Bank of Italy is now a national bank?

, Mr. BACIGALUPI. The Bank of Italy National Trust & Savings
4880CiatiOn ; yes, sir.
Mr. DUNBAR. We have heard it stated here that the advantages

,Of branch banking are that it affords a convenient method to promote
°M3iness or to run business in any part of the country. In small
coMmunities it gives the advantages of large banking facilities.
Mr. BACIGALUPI. Yes, sir.
Mr. DUNBAR. That is the idea?
M. BACIGALUPI. Yes, sir.

r Mr. DUNBAR. My experience has been, although I have never bor-
°wed any money, when a man was in business and had sufficient
'4Sets, he could borrow money almost anywhere.
„Mr. BACIGALUPI. I do not understand that, Mr. Dunbar. Will
"'le reporter please read the question?
(The reporter read the question.)
Mr. BACIGALUPI. That is true. He could borrow it where he couldgt it. If the bank in the locality was too small, he would have to go

!Lsewhere. You know, Mr. Dunbar, the law regulates the amount'hat any bank can lend, and limits it to generally 10 per cent of the
%Pita' of that bank. If your note was $20,000 and the lending limit°f that bank was only $10,000, of course, you would have to go to
t'oother community to be accommodated.
Mr. DUNBAR. Statements have been made respecting competition.
011 find plenty of competition with the branch bankers?
Mr. BACIGALUPI. Yes, sir; we have plenty.

„ Mr. DUNBAR. A large bank in New York has a bureau for, say,or 3 or 4 States, and they canvass those 2 or 3 or 4 States with a
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view to obtaining good loans. If that is the case, where is the advan"
tage of that system of yours?
Mr. BACIGALUPI. Our advantage lies in this, Mr. Dunbar; take, f °r

instance, our head office being in San Francisco, we operate in °118

hundred and sixty odd localities in California. If we haven't the
opportunity of lending our money in San Francisco, there is alwaYst
a demand for that money somewhere along the lines, and in each one0
those points we have competent officers who are part of our own
organization who know the local people and know the local values;
We do not have to take the opinion of any local real-estate man, °'
any promoter, to place our money. dThe money is placed through our own organization and watched
by our own men, and it makes for greater service to the public anu
it makes for greater safety to the institution that does the lending. t
Mr. DUNBAR. 'Then your advantage is that where there is a warli,

to be supplied, you can go in through your branch banks and suPPu
that want?
Mr. BACIGALUPI. Yes, sir.
Mr. DUNBAR. I have heard a great deal said about the scareitY. °f

credits.  I come from a conntry neighborhood and my observatnnt
has been that a great many of those people in that community 115ve
had too much credit. The people have gone to farm-loan ban
and borrowed money on their farms when they did not need bilts
money, in the hope of branching out and putting in improveme,n„s
and they have done so very unwisely and now they find themaelcv
confronted with this loan from which no real 'advantage or profit hos
been obtained.
On the other hand, if they had not borrowed the money the/

-would have been far better off.
Mr. BACIGALUPI. There is no question about it. That has bee°

our experience.
Mr. DUNBAR. I know a bank that is being liquidated and it6

president thought it a good idea to borrow money from the fartlit
land bank where he could get it at a smaller rate of interest and pt
it into mortgages on farms at a higher rate. That man lent mai%
into channels that have become frozen and now he is liquidating hi
bank.
I have never been able to understand fully how you are supP131

a want, although your success in California is evidence you 11P"
supplying a want.
The few questions I asked you were for personal information-

have nothing else.
The CHAIRMAN. I suggest we now adjourn until 10.30 tomorroW

morning.
(Whereupon, at 4.15 o'clock p. m., the committee adjourned t°

'meet at 10.30 o'clock Wednesday, May 7, 1930.)
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BRANCH, CHAIN, AND GROUP BANKING

WEDNESDAY, MAY 7, 1930

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Washington, D. C.
The committee met at 10.30 a. m. in the committee room, Capitol,

11011. Louis T. McFadden (chairman), presiding.
The CHAIRMAN. The committee will come to order. Mr. Busby,

are you ready to proceed?

Mr. BUSBY. When it comes my time.
The CHAIRMAN. It is your time now.

STATEMENT OF JAMES A. BACIGALUPI—Resumed

Mr. BUSBY. Mr. Bacigalupi, the resources of your institutions,
aotnbined, are about $2,000,000,000, are they not?
Mr. BACIGALUPI. Of Transamerica Corporation?
Mr. BUSBY. Yes.
Mr. BACIGALUPI. I think the statement will show, as filed yester-

'at $1,176,000,000.

Mr. BUSBY. Has the Transamerica Corporation issued all of the
atock that it is authorized to issue under its charter?

Mr. BACIGALUPI. NO, Six.
Mr. BUSBY. What amount is issued and what amount remains to

ue issued when you deem it advisable to use it in the future?

Mr. BACIGALUPI. My recollection is that the total authorized issue
IljI,t8 50,000,000 shares and of that 50,000,000, about twenty-three
llion-odd shares have been issued.

Mr. BUSBY. That leaves you about 27,000,000 shares of Trans-
!triierica Corporation to be utilized in the future when you need it for

nirther expansion?

Mr. BACIGALUPI. Yes, sir—about, in round numbers.
Mr. Busiri-. Transamerica Corporation stock stands at 44 or 45

°II the curb market?
Mr. BACIGALUPI. Between 40 and 45; yes, sir.
Mr BUSBY. In other words, your holdings, under the Transamerica

"rporation have not, up to this time, readied half of its possibilities

)rider the present market value of the Transamerica stock as author-

lzed in its charter?

Mr. BACIGALUPI. I do not believe I understand your question.
Mr. Bum% Will you read it, Mr. Reporter?

(The reporter read the question.)

Mr. BACIGALUPI. If you mean by your question it has not issued
411 of its shares yet, I would say yes.

Mr. BUSBY. What else could I mean by the question?
1489
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Mr. BACIGALUPI. I do not know.
Mr. BUSBY. In other words, you have 50,000,000 shares of Trans,:

america to be sold on the market and you have issued 23,000,00u
shares of stock, leaving 27,000,000 shares to be issued when you deeln
it advisable, as a business proposition, to issue it and expand your
business with the proceeds of that 27,000,000 shares?
Mr. BACIGALUPI. The 50,000,000 which represents its present

authorized capital may, if the occasion require, be increased againi
I do not understand your question when you say that we have 11°
reached half of our possibilities.
Mr. BUSBY. Have you, at the present time, any definite idea of the

ultimate goal to be reached in the activities of your different business
institutions, controlled and operated under the management of the,

Transamerica Corporation?
MT. BACIGALUPI. NO, sir.
Mr. BUSBY. What would you say is your objective to be reached Bs

business stands now?
Mr. BACIGALUPI. To take full advantage of situations as they P.re:

sent themselves in the future along the lines of our general activitie,Z
Mr. BUSBY. In other words, your intention is to follow up conse

dations and absorptions of other business institutions, as the economic
advantage appears to your holding company in the future?
MT. BACIGALUPI. That is correct.
Mr. BUSBY. Is that confined to the United States?
Mr. BACIGALUPI. I think I made it plain yesterday that our view

is that it should go beyond the bounds of the United States.
Mr. BUSBY. Do you not think that European countries, at .tilet

present time and possibly other countries in the future, will be Ps_
as fertile fields for the activities of your business institution as the

United States?
Mr. BAciGALuri. Well, it is hard to say. Other large banks in this

country are operating profitably in foreign countries.
Mr. BUSBY. Of course, the main objective in your expansion, i5

profitable operation?
Mr. BACIGALUPI. That is the idea.
Mr. BUSBY. And you see no limitation or recognize no limitations

in the way of national boundaries or anything like that?
Mr. BACIGALUPI. No, sir. •Mr. BUSBY. The Bank of Italy is what you might term, 'AI°

many other like institutions, professional bankers, are they not?
Mr. BACIGALUPI. It is a national bank.
Mr. BUSBY. I notice on page 6 of your statement you say "Th,ìte

one of the inflexible rules has been to rigidly require in its (Od
Bank of Italy) service a full 100 per cent of time, thought, nn
energy of its officers ahd employees, without distinction."
Mr. BACIGALUPI. Yes, sir.
Mr. BUSBY. Aild so far as you are able to do, you make ell

individual that is connected with your institution bank-minded 811
very thorough in that particular line?
Mr. BACIGALUPI. Yes, sir.
Mr. BUSBY. You are not interested in your employees developt

into other lines other than that in which the duties prescribed by 0
employment require, are you?
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.,Mr. BACIGALUPI. No, sir; and as an inducement to that, we have
4Q0Pted our special compensation plan which gives every one of our
!311ployees, from the janitor up, an interest in the profits of the
tastitution itself.
Mr. BUSBY. Did it ever occur to you that a situation might arise

where, through one element of the population of our country or of
3T country, becoming professional bankers, that the social status of

„ e country might be thrown out of line by that element working at
‘,oe problems of organization and getting credits together and wealth
'ogether, all the time, while the other people are going out and
creating wealth by labor on the farms, in the factories and mills?
Mr. BACIGALUPI. I am sorry, Mr. Busby, that that question I do

,10t understand either; in other words, do I understand that by men
rvoting 100 per cent of their time in the discharge of duties assigned
!? them that a situation would develop detrimentally to the other
''eLnents of society in which they live? Is that what you mean?
Mr. BUSBY. Yes; I will say that and ask another question.
Mr. BACIGALUPI. I do not think any man discharging any legiti-

tilate duty will injure anyone else.
Mr. BUSBY. I am not talking about discharging legitimate duties,

nt I am talking about one element of the population of our country
iw.hu are engaged in banking, contriving, legally scheming, and put-
g together plans and interlocking activities in a banking and fiscal

'Ield of operation, to go so far as to affect the general status of the
social fabric of the Nation.
Mr. BACIGALUPI. No; I do not think the workings of any group

As!°rig lines that are lawful is going to militate against any other
`Itizens of the country.
1 Mr. BUSBY. Well, the wealth of the Nation—political economy tells
;Is that that comes from about three sources, the principal of which
labor and, of course, the mines and soil. You agree with that,

"0 You not?
Mr. BACIGALUPI. I am always reminded, when I hear that assertion

toade, of the fact that the Italian laborers had that view not many
3't,ettrs ago and they dispossessed all of the managements of the indus-
tilLea in Italy, and the managements surrendered the factories over to
Item and said, "All right; if you can run them better than we can,
0 ahead and run them," but they found, without capital, labor did
tic't get very far, and I think in three days they welcomed the old
loanagements back again.
Mr. BUSBY. I am not talking about any socialistic scheme.
Mr. BACIGALUPI. You say—
Mr. BUSBY. Do you disagree, for instance, with Henry George,

gild the best economists in the country? Do you disagree with
them?
Mr. BACIGALUPI. I have never read them.

t Mr. BUSBY. I am not just simply quoting Henry George. I am
alking about this economic situation.
h Mr. BACILGALUPI. I say that capital and labor must go hand in
'and.
Mr. BUSBY. To make myself plainer, as to one element being
rufessional bankers and others going Aout their daily activities,
" have in this country a military organization. That military
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organization is trained in warfare and military tactics and in the
art of organizing and applying force; so much so that it has become,
very efficient, and if it should go out and attack the great masses el
our people throughout the Nation, it could, in a sense, exterminate
them, until they rose up and met them. I want to say this, that the
armed strength is drawn from the people, notwithstanding its pro-
ficiency in its line. Its recruits must come from the masses, yet

because of the superior training of that element in their line, they
can overwhelm millions.
Now, do you see any similarity between the banking, fraternitY

of this country and the example I have drawn to your mind?
Mr. BACIGALUPI. None at all.
Mr. BUSBY. You do not see any at all?
Mr. BACIGALUPI. No, sir.
Mr. BUSBY. Notwithstanding the farmer and merchant and alla,re

daily engaged in applying methods to produce and you folks are aPPY;
ing methods to gather in and developing most improved methods 0'
reaching that result and perfecting that result, still you do not get
any danger ultimately to the social fabric of our Nation from the
source?
Mr. BACIGALUPI. None whatever, Mr. Busby, because I think with"

out the people, these institutions will not get anywhere.
Mr. BUSBY. And without the people, the Army could not be raised'

Is not that true?
Mr. BACIGALUPI. Well, without the people, you could not have

these forces that are running these institutions, either.
Mr. BUSBY. Surely, but I call your attention to a statement by N11.•

Mellon. According to the Treasury Department's statistics, theY,
show that there are 290 Americans with incomes of over $1,000,0°'
each; 11 Americans with incomes above $5,000,000 each; several nil
have $50,000,000 a year each, and one, at least, has an income °
$100,000,000 a year.
Does it not seem to you that the wealth and the advantages tket

come from wealth in our country, are getting very unequally d's"
tributed?
Mr. BACIGALUPI. I do not think there has ever been a time in the

history of the United States when wealth has been more generallY
distributed than within the last 10 years, and I further see no coring"
tion between that and the matter we are speaking of; namely, grotil)
and branch banking. 
Mr. BUSBY. All right. I am sure you do not. But do you 111!

think that the systems of banking are of more concern to the peoP';
of the Nation, from an economic standpoint than from the baulose
standpoint?
Mr. BACIGALUPI. I think the people are surely interested in the

banking structures of the country.
Mr. 13usiaiv. Surely they are—and those that are doing the btlei-

ness. But if the banking institutions of the country build up ,e
system that oppresses the people, do you not think the primary Pty,
pose of the investigation of this committee should be with respee"
to the economic situation rather than with your bank as a private
institution?
Mr. BACIGALUPI. Perhaps so.
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Mr. BUSBY. Do you think our concern should be primarily with
Nil' banking institution as a private institution?
Mr. BACIGALUPI. Oh, not at all.

BUSBY. Is not our interest from the economic standpoint
from the standpoint of the prosperity or lack of prosperity

vt,yeur institution?
Mr. BACIGALUPI. I think it should be from both points that

You should view the question and not from one alone.
„ Mr. BUSBY. Now, Mr. Fisher says, in an article recently written,
o‘Bat 97.8 per cent of the people do not pay income taxes and that
,1113T 2.2 per cent of the people pay income taxes. Do you call that
Val distribution of wealth and incomes?
, Mr. BACIGALUPI. No; I think that our system of assessing income
'Itx is susceptible of improvement.
Mr. BUSBY. Are you not sure, from the official records that you
familiar with, that the trend is toward larger accumulations of

'ealth in the hands of fewer individuals in this country?
Mr. BACIGALUPI. No; I do not think so. That has not been my

e ? _erience.
Mr. BUSBY. Have you not noticed the income-tax returns have

14d1cated that very clearly in the last two or three years?
„Mr. BACIGALUPI. I think that a lot of people are paying income
"I.t.,0-day that were not paying it two or three years ago.

r. Busay. What I am getting at is the last report shows there
,re 70,000 less returns made by those making income-tax returns,
Zd with these great increases in the few income-tax returns—you
l',,You are not familiar with that?

BACIGALUPI. No; I am not.
H.Mr. BUSBY. You say that you send your representatives among
" Behool children of your State periodically to gather up the pennies

E 1 Whatever deposits they care to make in your bank?
Mr. BACIGALUPI. Yes, BM

BUSBY. What do you assign as your reason for doing that?
BACIGALUPI. Well, the primary purpose, as I tried to allege,

wits_the encouragement of thrift among the children.
t Mr. BUSBY. Is not the primary purpose to get them tied into the
tiskkk of Italy as customers from their infancy, so as to hold them
rough old age?,. 

BACIGALUPI. That may be one of the results, but we have not
,11 very much evidence of that and we have been operating the

Rool-saving system since 1911. While some of them, when they
majority, come to us as a natural thing, many of them haveti!ver been heard of, and naturally we have not made any profit from

Ll'e venture up to date and it is very unlikely there will be any for
'133.03 time.

t_Mr. BUSBY. Do you lose those deposits when they get big enough
a' know more about the banking business, or what do you mean byNat?

BACIGALUPI. That is hardly a fair question. I do not know
tives.

v„Mr, BUSBY. I do not mean they leave you because they suspect
'01 or anything like that, but as they get older, do they pull their
'counts out? You say you lose many of them.
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Mr. BACIGALUPI. Sometimes we lose them when they leave school
and we never hear of them again.
Mr. BUSBY. You think that is a proper function for a bank te

exercise in the make-up of our social fabric? 
• slidMr. BACIGALUPI. The State banking authorities in California

elsewhere in the United States have been very loud in their praise ot
the system and logically it can teach them nothing but good and, int
fact, in order to qualify as a collector of school savings, there inne
first come the official appointment by the board of education of tb°
community sanctioning the practice and approving the bank and, 113
addition to that, there must also be obtained the permit of the State
superintendent of banks to the solicitation, so it has the cooperatielb
in California at least, of the State banking department and of t''s
various boards of education.
Mr. BUSBY. Well, that may be true, but do you regard that as

proper function to be exercised by a bank?
Mr. BACIGALUPI. I Surely do.
Mr. BUSBY. It is not a banking function, is it?
MT. BACIGALUPI. It is.
Mr. BUSBY. Now, that is what I referred to awhile ago. But (11

you call this helping to educate the people into the right waY
thinking financially and supplying a deficiency that the school does

not afford?
Mr. BACIGALUPI. Yes; because we feel that if we ourselves are notf

the direct beneficiaries of that training, that the banking structure
the country is going to receive the benefit of it. Naturally, habits
formed in infancy are the ones generally persevered in.
Mr. BUSBY. Do you think this county is overbanked at the present

time?
Mr. BACIGALUPI. I think we have a lot more banks than we should

have of the type that many are; yes, sir.
Mr. BUSBY. Do you not think they should be consolidated int'

systems like yours and others of the leading group and braum
systems?
Mr. BACIGALUPI. I certainly do; yes, sir. That is what we hale

been the exponents of during these many years.
Mr. BUSBY. What service would be rendered to the people that

they can not have out of their own organization and arrangement'
by that kind of consolidation?
Mr. BACIGALUPI. I have endeavored to outline the advantages.
Mr. BUSBY. Then you need not go into that again.
Mr. BACIGALUPI. I have endeavored to outline those advantage°

in my opening statement.
Mr. BUSBY. What lines of business does the Bank of Arcerioe

Corporation enter, through its subsidiaries and affiliates and varl0116
institutions?
Mr. BACIGALUPI. Will you please read that question again?
(The reporter read the question).
Mr. BUSBY. Banking is one of its functions, is it net?
Mr. BACIGALUPI. First of all, let us understand what comPall

you are referring to—the Bank of America?
Mr. BUSBY. The Transamerica Corporation and its institutione'

affiliates and subsidiaries. What lines of business—in other word0)

1

1
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What business activities does it enter into with some one or another
of ;these institutions under its control? Banking, of course, is one.
Mr. BACIGALUPI. The leading lines are indicated on the chart—

banking, security investment business, fire insurance, and life insur-
ance.
Mr. BUSBY. I noticed a few days ago that the Bancamerica-Blair

Corporation bought 7 per cent of General Foods (Inc.), and you put
a director on the board of the corporation.
Mr. BACIGALUPI. That was the Bancamerica-Blair.
Mr. Bulimic. That is your institution?
Mr. BACIGALUPI. Transamerica owns 59 per cent of that company.
Mr. Busny. And consequently controls the policies of Bancamer-

ica-Blair Corporation?
Mr. BACIGALUPI. Oh, I would not say that it controls the policies.

It controls the situation as to who shall be its officers and it is up to
them to run a profitable institution along the general lines laid down.
Mr. BUSBY. Is it a holding institution?
Mr. BACIGALUPI. Not that I know of.
Mr. BUSBY. You outline what it is in your statement, do you not?
Mr. BACIGALUPI. Yes, sir.
Mr. BUSBY. Do you know what the activities of General Foods

(Inc.), are—what field it enters?
Mr. BACIGALUPI. No; that matter was handled entirely by the

New York office of Bancamerica-Blair. It is their business to act as
underwriters of certain issues and to enter into certain participations
and that is done in the ordinary course of their business.
Mr. BUSBY. Where you put a director on a board; you are not

Merely underwriting for that institution, are you?
Mr. BACIGALUPI. Well, that all depends on the terms of the under-

writing. It may be that if you were to invest in a million shares of a
Corporation, you would want to have some representation on the
board to find out what the policies of that board are going to be and
have a voice in the management. .
Mr. BUSBY. I am speaking specifically of this purchase. Do you

know anything about that happening?
Mr. BACIGALUPI. About which? .
Mr. BUSBY. The Bancamerica-Blair purchasing 7 per cent of the

Stock of General Foods (Inc.), and securing representation on the
board of directors of General Foods (Inc.).
Mr. BACIGALUPI. The source of my information in that respect,

Mr. Busby, is exactly yours—I saw it m the newspapers.
Mr. BUSBY. Is there any end in any field of commercial activity

or industry that the Transamerica Corporation would turn down if
it saw good business and a profit in the business?
Mr. BACIGALUPI. Generally speaking,. I yirould. say that, pursuant

to its powers, it would naturally bestir itself m every legitimate
avenue to make a legitimate profit for its stockholders.
Mr. BUSBY. It is organized under the Delaware law, is it not?
MT. BACIGALUPI. Yes, sir.
Mr. BUSBY. Its powers are coextensive with the explorations that

have been made from pole to pole, under that kind of charter.

100122-20—voL 2 PT 11--11
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Mr. BACIGALUPI. Its powers are defined in the articles of incorpo-
ration, which are on file with the committee, and we sought to make
them as broad as we could, naturally.
Mr. BUSBY. So you holding corporation, with its possibilities, as

alluded to, and its policies as just outlined by you, may go into anY
field of business—grocery chains, dry-goods stores, 5-and-10-cent
stores, and so forth; in fact, it is in all of those now as a stockholder?
Mr. BACIGALUPI. Naturally, as an individual may become a stock-

holder in these concerns, but it is not within the purview of Trans-
america to engage in the business of chain stores or in the groceill
business or tea business or any other businesses than those of banking
or akin to banking.
Mr. BUSBY. Not as supervising the individual stores, but .as

owning the stock; it finances those institutions, and directs the policies
of those institutions?
Mr. BACIGALUPI. I would not say that. It would naturally en-

deavor to direct the policy in so far as it could, but what one director
can do on a board of directors of General Foods, for instance, you
know as well as I do. I do not know just how much influence one
director has on a board of directors.
Mr. BUSBY. Do you think the building up of that kind of system

in this country among the people of the country is for the greatest
good of the masses in the outlying districts and sections that can net
have a voice in the management of any such gigantic scheme of
banks?
Mr. BACIGALUPI. In the last analysis, Mr. Busby, the success of a

banking system or the success of a grocery business is dependent
upon public patronage, and if they do not get the public patronage
they can not survive.
Mr. BUSBY. I recognize that, and all are dependent on having

source of credit.
Mr. BACIGALUPI. Yes, Sir.
Mr. BUSBY. If you can control and furnish the source of credit, you

do not worry about what will be done by the individual institutioll,
because you know you can dictate how it, shall approach the public
and almost how the public shall come to it.
Mr. BACIGALUPI. If we were the controllers of the credit of the

United States, your conclusion would be correct, but I think our
organization is a very small factor in that.
Mr. BUSBY. Well, the banking credit runs around $72,000,000 and

you are getting up to where you have a nice percentage of that. .
Mr. BACIGALUPI. There is a lot of competition in our line of busi-

ness—in all lines of business in which we are engaged.
Mr. BUSBY. Taking your records from 1928, since the organiza;

tion of the Transamerica Corporation, you have been combining an°
bringing together assets in a very rapid manner, have you not?
Mr. BACIGALUPI. Yes, sir.
Mr. BUSBY. And you are still at that.
Mr. BACIGALUPI. We are still active; yes, sir.
Mr. BUSBY. Still active at that?
Mr. BACIGALUPI. Yes, Sir.
Mr. BUSBY. You see no end to your activity along that line?
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, Mr. BACIGALUPI. I have already stated, Mr. Busby, that we are in
Lhe business and we intend to continue in the legitimate pursuit of it;
Yes, sir.
.The CHAIRMAN. Mr. Bacigalupi, in your statement to the corn-

raittee yesterday, you gave practically an unlimited indorsement to
4°.„t only nation-wide but to international branch banking?
Mr. BACIGALUPI. Yes, sir.
The CHAIRMAN. That is correct?
Mr. BACIGALUPI. Yes, sir.
.The CHAIRMAN. YOU made practically no limitation, did you,

ivith that, except as to proper management?
Mr. BACIGALUPI. And sufficient capitalization.
The CHAIRMAN. Sufficient capitalization?
Mr. BACIGALUPI. Yes, sir.

T The CHAIRMAN. I infer that that was probably your scope. Am
• correct in that?
Mr. BACIGALUPI. It is our scope if it can be accomplished legally.
The CHAIRMAN. I rather inferred, from my own knowledge of the

4evelopment of your institution, which was confirmed yesterday by

r
pur very complete statement of accomplishments, that practically
cin the very beginning, you had a definite plan and your accomplish-

kents to date have been in fulfillment of that original plan of develop-
rcent. Is that correct?
t; Mr. BACIGALUPI. If I created that impression, it was uninten-
,rnal. No one connected with our institution visualized at the
u.,utaet just what the ultimate picture would be. We did set out
1"rig lines that we felt were calculated to lead in the right direction
lotifld our present accomplishments have been realized in the pursuit

the original plan or the origir al lines laid down.
, 11.1e CHAIRMAN. Then am I correct in inferring if now there were
• lunitations as regards branch banking in the United States, your
tolli is so developed that you could and probably would establish
ranches in every State in the Union?
,Mr. BACIGALUPI. I would not say in every State, but I would

that we feel that our orgamzation, as now set up, is competent
lad. would be disposed to avail itself of the opportunity of estab-
sort g itself through the acquisition of banks in the leading centers
the Nation; yes, sir.

ta,The CHAIRMAN. And if you, as a matter of business policy, decided
go into every State, you would feel that it was good business

"11t, you should do so?
BACIGALUPI. Yes, sir.

tie CHAIRMAN. And in that connection I also infer that if the
07681bilities were favorable, and, in connection with your interests
h.ithe interests of your customers, it was found necessary to estab-
Za additional branches abroad for. your customers, you feel you

_uld do that to render proper service to your customers?
BACIGALUPI. Yes, sir. That, however, Mr. Chairman, is a

ripn'n1, ege that every national bank in the United States enjoys to-day.
ne CHAIRMAN. Yes; you so stated yesterday. You stated, in

}L-48wer to Mr. Busby's question, that the authorized capital stock in
„• Transamerica Corporation is 50,000,000 shares?

BACIGALUPI. Yes, sir.
Ite CHAIRMAN. And you have issued and sold 23,000,000?
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Mr. BACIGALUPI. Yes, sir; twenty-three million odd.
The CHAIRMAN. At what price was that stock sold?
Mr. BACIGALUPI. Well, most of it was issued in exchange for the

stocks of existing corporations, Mr. McFadden, in the various Pr('
portions fixed for each trade. For instance, the first two holdlegsf
that were incorporated into Transamerica were those of the Bank °
Italy, N. T. & S. A., in which one and three-quarters shares of Troll:
amenca were given in exchange for one share of the stock of the balli
and share for share of the Bancitaly Corporation, and if my rec°:
lection serves me correctly, the rate of exchange between Very
america and the Bank of America of New York was one and, eee"
half. 1, of
The CHAIRMAN. When Transamerica was formed, how mile- w

that stock was used in exchange for existing companies and b°
much new capital went into Transmerica? Al of
Mr. BACIGALUPI. Well, my recollection is that practically E..- f

the capital of Transamerica has been made up in this exchange °
stocks for existing corporations.
The CHAIRMAN. No new stock has been sold?
Mr. BACIGALUPI. There was one issue authorized at $55 a share'
The CHAIRMAN. HOW many shares? as
Mr. BACIGALUPI. That was when the market for the stock I/ a

around $65. But before those rights were availed of, there
drop in the market October last, together with other market stock",
which brought it below the $55 and, as a consequence, I do not thin'
that much of that issue has been subscribed. •Tne?
The CHAIRMAN. What was the authorized issue for sale at that Oil,
Mr. BACIGALUPI. I think a million shares. That is my receu''

tion.
The CHAIRMAN. Your plan contemplates the sale of these add1ti0111'1

shares from time to time as they think advisable?
Mr. BACIGALUPI. We have no plan on that.
The CHAIRMAN. For capital needs?
Mr. BACIGALUPI. Yes, sir; and our plan contemplates reallY th:

exchange of Transamerica shares for the shares of going once°
that are desirable acquisitions on a basis that will be agreed upon,si
The CHAIRMAN. By going concerns, you mean by that finan 14

institutions, banks, and investment companies or business conee'
engaged in manufacture and distribution of commerce?
Mr. BACIGALUPI. No; banks.
The CHAIRMAN. Are you engaged now in the sale of your steeAlcsa

In other words, I noticed some time ago that Mr. Giannini issueutila
statement that it was his purpose to extend the stock ownership ef to
group to all of the States of the Union and, as I recall it, the stock
be held by 500,000 separate individuals?
Mr. BACIGALUPI. Yes,
The CHAIRMAN. Is that program proceeding? Is there an 0-4?

program for the sale of Transamerica stock and if so, on what lilt,
Mr. BACIGALUPI. I think that through a corporation known se__

Intercoast Trading Co., which is not controlled by Transamerica----f
The CHAIRMAN. Are they interested financially in the comparl"
Mr. BACIGALUPI. Transamerica?
The CHAIRMAN. Yes.

va

Pri

Pr/

1

Yo

Phi

of

titti(

Oh,

'1

1
You

IultI

pro,

triet

Itte
Poo

1

it

or
Ottp,

r.

It (It

1118t1

You
thin
tile •

, M,efet



the
pro'

alg'S
k Of
anS.

OSIC
c01-
0S-

of
IOW

of
3 of

3.

the
roe
L.
i81

1(e?
d
the
to

;15'
the

BRANCH, CHAIN, AND GROUP BANKING 1499

Mr. BACIGALUPI. I think it owns about 30 per cent of the stock.
!here is a campaign on looking to the placement of this stock in
various States.
The CHAIRMAN. Are actual sales being made and, if so, at what

Nice?
M. BACIGALUPI. At the market, at the close of the curb the day

Previous.
0 The CHAIRMAN. So that you have an organization of which you
411 30 per cent actively engaged in selling the stock of the Trans-
"erica Corporation at the present market?

Iv M. BACIGALUPI. Prepared to. I would not say it was under
art I am not familiar with that phase of it.
ihe CHAIRMAN. Is that directed from California or from New

Nit?
Mr. BACIGALUPI. From New York.
The CHAIRMAN. That is a New York house that has charge of that

Particular work?
M. BACIGALUPI. Yes, sir.

:rile CHAIRMAN. So that the announced program of sometime ago
increasing the number of shareholders and securing a wider dis-

qhution, is in process?
Mr. BACIGALUPI. As I understand it; yes, sir.
The CHAIRMAN. What is the usual commission to be paid on the$141
—e of the stock?

BACIGALUPI. I do not know as to the details of that, Mr.
'flairman.
The CHAIRMAN. And you do not know where it is being sold?
Mr. BACIGALUPI. No,sir.
The CHAIRMAN. Mr. Busby, in his questions to you, referred to

Yeur taking a position in the stock of General Foods?
Mr. BACIGALUPI. Yes, sir.
The CHAIRMAN. Which is one of the large groups controlling
educe and foodstuffs. When you take a position in securities of

4gY company like that, does it also include a voice in the manage-lent?
Mr. BACIGALUPI. Not necessarily.
The CHAIRMAN. Does that investment indicate to you that you

pe :going to take an active participation in the operation of General
°Ms?

ti Mr. BACIGALUPI. As I stated, in answer to Mr. Busby's question,
r4 matter was a bit of financing by the Bancamerica-Blair of Newrk, concerning which I know nothing more than what I saw in the
Ivil4Per. As I understand and know of the general custom of under-
itr,Iting, when there is a material underwriting by any financial house,
goes generally require that it have a voice in the directorate of that
pany, and it seems to me that is what occurred in this particular

1118tance.
yc The CHAIRMAN. In the colloquy between Mr. Busby and yourself,
th'n referred to the question of directing through a director. I
think you stated—one or both of you—that there was a director on
e board representing that group?

4 Mr. BACIGALUPI. I think the newspaper article to which Mr. Busby
h
e
i
i
rerred did state there was to be a representative of Bancamerica-
'air to go on the board of General Foods.
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The CHAIRMAN. You will agree that, if a director representing Your
entire group is on that board, he would have quite some influence,
backed by the influence of your entire group?
Mr. BACIGALUPI. I think he would be a factor and have considerable

to say; yes, sir.
The CHAIRMAN. In the information which you furnished the con:

mittee yesterday you included a list of loans made to large group
California. I notice among those groups that there was a large
volume of loans granted to certain concerns, showing that you are
intensely interested in concerns which do a produce business; at least(i
they do the same kind of business General Foods do. I rather gaine
the impression that you might have more than a passing interest in
entering General Foods, by putting yourself in a more favorable pnei-
tion for influencing possible consohdations or the taking over of msn,Y
of these concerns doing a business similar to that of General Fouas'
Am I correct in assuming that possible that might be your interest in
this investment?
Mr. BACIGALUPI. I would say that you are incorrect, Mr. Chair:,

man. There is absolutely no connection between any loans null
by the Bank of Italy to any of its customers and any group „that,
might be financed by the Bancamerica-Blair. I do not know wnle'
concerns you mean. However, if you mean any California food 011;
cerns engaged in business in California, I would say that each wenn"
stands on its own individual basis. It is a reciprocal basis. TheTti
carry deposits with us and we agree to take care of their season
demands up to a certain extent.
The CHAIRMAN. Perhaps my inquiry was inspired by the fact ths;

some of your associates in the Blair Co. are interested in the foe'
stuffs corporations in California?
Mr. BACIGALUPI. There is absolutely no connection in that. If Y°.N

will trace back far enough in the history of those accounts, you w'
see that we are doing no differently with reference to them to-kleY
than we have done over long years past. The accommodations th,e/
get from us they get from a number of eastern banks and other bolo.'
in California.
The CHAIRMAN. Then as to General Foods—and I am only citing

that as one instance, that was brought out this morning in connecti%
with other concerns of similar nature—your only thought is to in"(
an investment and procure for your group its proportionate share (IT'
the banking business that would come from a transaction of that kin
Mr. BACIGALUPI. Y08, sir.
The CHAIRMAN. Now you are a director, are you not, of Train?

america?
Mr. BACIGALUPI. Yes, sir. ofThe CHAIRMAN. And you are a director of the Bank of America

New York?
MT. BACIGALUPI. No, sir.
The CHAIRMAN. You are not?
MT. BACIGALUPI. No, sir.
The CHAIRMAN. What are your directorships in connection

the affiliated companies now?
Mr. BACIGALUPI. I am past president and chairman of the advis°1

committee of the bank of Italy, also a director of the bank of It5l,"1
I am vice chairman of the advisory committee of Transamerica,



10
;e
of

;-

Of

11

ri
y;

BRANCH, CHAIN, AND GROUP BANKING 1501

general counsel with reference to its western interests, and a director
of Transamerica.
I have certain directorships in some of the subsidiary companies

that are more or less nominal and I do not recall them offhand. But
I shall be glad to furnish you a list, if you desire it.
The CHAIRMAN. Well, I do not think that is material. It identifies

You as a leading factor in all of these?
Mr. BACIGALUPI. I have been a sergeant in the ranks from the

beKinning and have been in all of the wars since 1904.
The CHAIRMAN. Referring to these charts, which have been placed

in the record showing the different organizations from the beginning,
atartingwith the bank of Italy down to the final consummation of the
Transamerica Corporation, the Transamerica Corporation is purely
a holding company?
Mr. BACIGALUPI. Yes, sir; it is not an operating company.
The CHAIRMAN. It has investments outside, of course, of your own

group?
Mr. BACIGALUPI. Those that are outlined on the chart which you

have
The CHAIRMAN. Its investments, then, are confined entirely to its

investments in the affiliated companies of the Transamerica group?
Mr. BACIGALUPI. Yes, sir.
The CHAIRMAN. It does not go out and buy other securities?
Mr. BACIGALUPI. NO, sir.
The CHAIRMAN. Purely a holding company in every respect?
Mr. BACIGALUPI. Yes, sir.
The CHAIRMAN. Each one of those companies listed on the chart,

as affiliated companies, or controlled companies, are operating now
as individual units under their their own management?
Mr. BAcmAixpi. Yes, sir.
The CHAIRMAN. And is it in contemplation that you might merge

the whole into one composite group and operate under the name of
Transamerica?
Mr. BACIGALUPI. No, sir; it could not be possible.
The CHAIRMAN. But you have not reached the full scope of your

Possible development in that direction; in other words, you may take
over other groups and operate them in particular parts of the country
or in other lines of industry?
Mr. BACIGALUPI. That is our hope. I would .not say other lines

of industry, unless they are akin to banking.
The CHAIRMAN. Your investments in companies like General

Poods would be simply listed among the investment funds of your
different groups?
Mr. BACIGALUPI. As an investment of Bancamerica-Blair, the

security affiliate of the Bank of America of New York, which is, in
turn, owned about 59 per cent, I think, by the Transamerica.
, The CHAIRMAN. In your affiliation there, through the Blair concern,
have you a membership on the stock exchange?
MT. BACIGALUPI. No, sir.
The CHAIRMAN. On any of the stock exchanges?
Mr. BACIGALUPI. No, SIT.
The CHAIRMAN. You do not own any seats?
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Mr. BACIGALUPI. We have an associate membership in the San
Francisco Exchange, which was an inheritance from the old stock-
holders Auxiliary.
The CHAIRMAN. Do any of the directors of your company own,

or any company you control have, seats on any exchanges?
Mr. BACIGALUPI. NO, sir.
The CHAIRMAN. So that whatever stock exchange transactions

they have with the different exchanges, they do through regularly
constituted stock exchange houses?
Mr. BACIGALUPI. Yes, Sir.
The CHAIRMAN. And in that respect they are no different from an

individual dealer who may want to buy and sell on the stock ex-
change?
Mr. BACIGALUPI. That is right, with the exception of the San

Francisco Exchange. The affiliated company has an associate mem-
bership, like other large banks have, that entitles them to a voice but
not a vote, and, I think, to half commissions.
When the San Francisco Stock Exchange was first established,

as I recall it, they needed the assistance of the banks in getting the
thing started and each of the banks put in $1,200 or $2,500-1 forget
which. For that, they got an associate membership. But outside
of that, there is no connection whatsoever.
The CHAIRMAN. The Bank of America of New York has member-

ship in the clearing house?
Mr. BACIGALUPI. I have no doubt of it.
The CHAIRMAN. Through that institution you can handle for your

affiliated companies or your member banks which do business with
the New York banks, brokers' loans?
Mr. BACIGALUPI. I am not sure that they do.
The CHAIRMAN. And receive the commissions that are permitted

to be paid on that class of loans?
Mr. BACIGALUPI. I do not know anything about the commissions.

I am not familiar with the New York practice.
Mr. WINGO. In order that I may understand this, you say, "clear-

ing house"?
Mr. BACIGALUPI. Yes.
The CHAIRMAN. I was asking him whether the New York bank

was a member of the New York Clearing House Association.
Mr. BACIGALUPI. And my answer is that I think it is.
The CHAIRMAN. And if, in that capacity, acting as the depositarY

of country banks or members of your own group, it was not in a
position to place brokers' loans on the stock market under the rules
and regulations promulgated by the stock exchange?
Mr. BACIGALUPI. I imagine if it is a member of the clearing house

and that is one of its privileges—it would enjoy it, but I am not
familiar with what those privileges are.
The CHAIRMAN. You are not active in the management of the

Bank of America of New York?
Mr. BACIGALUPI. I have nothing to do with it whatsoever.
The CHAIRMAN. NOW, Mr. Bacigalupi, permit me to ask you
Mr. WINGO. Just a moment, Mr. Chairman. Your question

might leave the impression to a person reading the record, that that
is the only available source of participating in brokers' loans in NO
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York City. I think that is the impression the reader of the record
would get.
The CHAIRMAN. I did not mean that of course. 11 Mr. Bacigalupi,

You referred in your testimony yesterday to the question of segre-
3ation of assets. Of course that is provided for under the laws of the
6tate of California.
Do you favor generally—I am asking you now for information in

connection with possible legislation here before this committee—the
segregation of assets for better protection of depositors who do busi-
ness with the banks?
Mr. BACIGALUPI. My opinion is that as long as a bank is suffi-

ciently capitalized that the provisions of the McFadden Act or the
national banking act, as amended, are adequate in that respect.
The CHAIRMAN. Yesterday, when Mr. Fort was questioning you,

referring to the bill which I introduced the other day, certain things
Were said, and I want to repeat his question to you and see if you are
of the same mind now as you were yesterday.
Mr. BACIGALUPI. I have already read the record and I may say

that I must have misunderstood him.
You have reference, Mr. Chairman, to the question that he asked

With reference to what my opinion would be 
The CHAIRMAN. Let me read his question. I have the minutes

right before me:
Mr. Fora. The chairman of this committee has introduced a bill in the House

l'ecently, the effect of which is to stop any further development of group banking
8Y8tems in this country pending, really, I take it, a decision by Congress on
What it wants to do about it. Have you any views on the wisdom or unwisdona
of that legislation?

Then the chairman said:
Just a moment. That is a somewhat drastic statement of what the bill pro-

Poses.

Then Mr. Fort read the bill, which is as follows:
, Re it enacted by the Senate and House of Representatives of the United States of
47serica in Congress assembled, That after the approval of this act it shall be
Unlawful for any corporation, copartnership, individual, or trustee to purchaseor otherwise acquire more than 10 per cent of the shares of the capital stock
(If more than one member bank of the Federal Reserve System, whether State or
.national bank member, except after first obtaining the approval of the Comp-
/roller of the Currency with respect ot national bnaks and of the Federal Reserve

ard with respect to State member banks. Any person or corporation violating
this Act shall be deemed guilty of a misdemeanor and shall upon conviction
thereof, in any district court of the United States, be fined not more than $10,000.

Mr. Fort further said:
I have had sympathy with the view point expressed in this bill, that we have

tone pretty fast in this business, and it might be well to stop and digest what weave done. Have you any view•as to whether such legislation would interfereWith the legitimate banking practices in this country now?

, Mr. Fort, of course, was putting a more drastic thought to that
°ill than was contemplated in the bill.
Now, in view of what you said yesterday, I should like to have you

restate your position or correct the misunderstanding of the question.
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Mr. BACIGALUPI. What you have read so far is all right, as far as
I can see. The only point I wish to make had reference to Mr. Fort's
following question:

If, however, in the judgment of the committee, our choice was between st0P"
ping this thing for a while until we could thoroughly settle what regulatnri,
legislation ought to be adopted, or going ahead on regulatory legislation, withoo
more study, it would probably be wiser, would it not, for us to stop it than t4
pass regulatory legislation without really sufficient investigation?

My answer was, I think that is true.
I should like the privilege of amending the answer to this effect"

that I surely think that the bill as proposed should not be enacts,"
at this time because I feel it will have the effect of placing in the haw"
of certain officials an arbitrary power, namely, of saying yes or 11°,
without any standard or norm being fixed in the bill itself, upon
which these officials are to predicate their consent. But if it came te.
an election before this committee or before Congress, to pass a bn.!
of this kind or to kill further progress in group banking, which I
consider perfectly legitimate and most timely, I surely would favor
a bill along the lines as has been prepared; in other words, I fever
the status quo until Congress has made its study and is ready to ma°
a comprehensive enactment, but if it feels that something must be
done in the interim, then I think that the election should be in favor
of permitting the thing to go along in strong hands, leaving it within
the jurisdiction of certain constituted Government authorities to
regulate.
The CHAIRMAN. In connection with the maintenance of the status

quo, some of us are fearful lest, during the continuance of that status
quo, developments may proceed to such an extent that it may be
fraught with much danger; in other words, weak groups or a weakksr,
group, might acquire a large number of banks and the public mile'
be exploited in the sale of stocks and it might be purely a promotion
proposition, not in strong hands.
Of course we, in Congress, must recognize that there are strong

groups and weak groups.
Mr. WINGO. Is that the object of the bill? I have not found out

yet.
The CHAIRMAN. The object of the bill is to require, before this

procedure goes any further, that they consult the Comptroller of tile
Currency and the Federal Reserve Board before they acquire more
than 10 per cent holding in any bank.
Mr. BACIGALUPI. My point, Mr. Chairman, is that if that is the

purpose of the bill, it would be a very easy matter, it seems to me, t°
set up in the bill a standard; in other words, groups possessing le°
capitalization than an amount which you gentlemen feel adequate or
strong, would have to get consent.
The CHAIRMAN. I tried to make clear to you what we are tryini

to cover here—the possibility of exploitation in weak hands—auu
you have differed with the methods which have been suggested V,
me in the form of this bill. I would like very much, if I have conveye°,
to you my thought, to have your suggestion as to how to meet tiaab
situation.
Mr. BACIGALUPI. That would be rather presumptuous on my part;

I would not deign to do that. I must confine myself to the statemel"
of my opinion and the resaons as the basis on which I predicate ii
that it vests an individual or a group of individuals with too much arbr
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tIft.y power. It would give the impression to the general public that
Congress is against this thing and, for that reason, it requires that the
?tequisition of more than 10 per cent of another bank by any group,
Irrespective of how strongly capitalized and well managed it is, shall
bot be permitted.
,Mr. WINGO. So that I may follow you, gentlemen, I want to state
itnat I do not yet catch the purport of the bill. When you say "weak
bands "—that the object of the bill is to enable the comptroller to
;lee that no group should engage in the further development of group
banking except those who are strong financially—is that what you
inean?
Mr. CHAIRMAN. In an extreme degree, it would indicate or tend to

get to that point; yes.
Mr. WINGO. I am trying to find out what you have in mind.
The CHAIRMAN. That these people who are engaged in consolidating

groups of banks in the country must have financial responsibility and
Integrity and have sufficient knowledge of what they are doing and
!bake that known to the Federal reserve and to the comptroller to
Justify them in granting them permission in taking over these banks.
Mr. WINGO. The 10 per cent provision is not intended to be similar

to the monopoly provision contained in the antitrust law?
The CHAIRMAN. It was to prevent this until they got the approval

of the comptroller or the Federal Reserve Board. There are instances
r'here some banks have been taken over or attempted to be taken over
°Y what looks to be totally irresponsible people.
I have in mind one instance where the institution itself is pretty

1,1111 known to be insolvent, and it seems to me there should be some-

rtimflg. requiring the submission of situations or developments of thatfl d, to some supervision. It may be an impossible thing to do.
Now, Mr. Bacigalupi, you referred to your trials and tribulations,

Plbre particularly in the earlier days, with authorities in California,
Ifrk regard to proceeding with your development. I wish you would,
,br our benefit, elucidate a little upon your difficulties there, and, in
Ilat connection, I would like you to go into the matter in quite some
Fetail as to just what your problem was, because in previous hearings
More this committee, pretty general reference was made to the alleged
'aCt that you had cone into politics in California and elected a gover-
bor, and it was indicated it was done for the purpose of securing your
Zivn appointee as superintendent of banks, so that you could get away
'r.om the embarrassment you were laboring under in building your
Picture. An explanation of the difficulties which you were experienc-
ing at that time would be of material benefit to us m the study that is
°ow before us.
k From my own knowledge, you were being held up in obtaining
:ranches and taking over institutions that were a part of your pro-
mam. It not only applies to the State institutions, but you were irn-
Med in Washington in getting branches which you deemed desirable.
A Seems to me that is exceedingly pertinent to the study we are mak-
14g here. I wishyou would give us the benefit of the troubles you were
ilzperiencing at that time.
Mr. BACIGALUPI. I should like very much to do it, Mr. Chairman

Zild gentlemen, but it is a narration of a very long history and just
L'Ove pertinent it can be, I have my doubts. I tried to explain Alin
4i37 opening statement, as generally as I could.
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Mr. WINGO. May I suggest to the chairman that you made a state-
ment there that was not clear, that he was impeded in Washington'
What did you have in mind?
The CHAIRMAN. There were many times when they wanted to oPen

branches and they could not get permission to open them.
Mr. WINGO. From whom?
The CHAIRMAN. The comptroller in Washington, and the Federal

reserve people.
Mr. WINGO. In other words, he was impeded in his efforts to get

action from the Federal Reserve Board and the Comptroller of the
Currency?
The CHAIRMAN. Yes, and I should like to have him explain whether

that "impeding" came from the banking officials in California or in
Washington. That has a bearing on the study we are making.
Mr. BACIGALUPI. In a very general way, we start with the state'

ments made in my preliminary or introductory report, that, beginn,ing
about 1921, other banks in California, principally in Los Angoe8'
began to emulate the example of the Bank of Italy by establishing
branches throughout the southern portion of the State.
Los Angeles, as I stated yesterday, was then undergoing a tre-,

mendous development. It was a city on wheels. Thousands et
people were coming in from all parts of the country, principally frcra
the Middle West of the United States, and as I stated also yesterdsi,
Los Angeles was never built for a metropolis. Its streets vilet
narrow and traffic was terribly congested in the downtown area.
threatened the life and limb of anyone who came downtown to ov
much shopping. As a consequence, neighborhood business settltoe'
ments began to rise up and Mr. Giannini was among the very fire
sense the necessity of going to the people and, as I recall it, meneb,
request of the then superintendent of banks for permission to est
lish a number of branches in and about the outskirts of Los Ange7,/
Our competitors got together and caused the superintendent "

banks to enunciate what is called the De Novo Rule.
As pointed out yesterday, there are only two sections of the:

banking code that are applicable to State banks establishing braneh
in California, which are section 127, which provides that—
No bank shall transact any business in this State without the written aPPr°Y

of the superintendent of banks

And section 9 which states that—
No bank in this State, or any officer or director thereof, shall hereafter operig

or keep an office other than its principal place of business, without first hatg
obtained the written approval of the superintendent of banks to the OP
of such branch office— •

And so forth.
In the light of that authority, the superintendent of banks enunt

ated a rule that no bank in the State could establish a branch
of the city wherein it had its principal place of business unless
public advantage and convenience required it. In other words,
changed the words "promotion of public advantage and convenience
to a mandatory thing—"requiring" advantage and convenience.
Pursuant to that edict, we were forbidden, because of the fact rd

were the only bank operating in Los Angeles which had its het,
office outside of Los Angeles, from making an application because,
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fie told us on a number of occasions, "It is useless for you to file your
aPplication; I can not grant it."
The flyleaf of the brief, which is an exhibit before your committee,

which I presented yesterday, indicates that, in the four years, 122
findings of local advantage and conveniences were made by the8uperintendent of banks in favor of our competitors and but two to
tile Bank of Italy during those four years, but the two of them had
itle, en already committed for by the superintendent of banks before
ne enunciation or promulgation of the rule.
It happened, however, that we had our International branch, whichW8 the result of the purchase of the old International Savings Bank

f Los Angeles. We had been operating in a certain quarter of Los
Angeles for a number of years and it developed that the city desired
condemn a stip of land which included that building, the strip of

Snd to be used as a boulevard. That was the center of a con-
itInuous area, but by putting in that wide Nulevard to provide for
Last-moving vehicles through the center of it, it necessitated our
election as to whether we would go on this side of the boulevardIvith our established business or whether we should go on the other.
4 we went on this side [indicating] we would lose the patronage which
Ive had built up that come from the other side of the circle.
,,Just about that time, as I was debating the necessity of going to
Ain/ and saying, "Here is a vested interest and right that we have;
3'0ur de novo rule is illegal; if you do not accommodate us at any
Other place, give us an additional license here to accommodate the
Patrons we have that hail from this side [indicating] and another
etre to accommodate the business we have already built up that
!lnanates from this other side; it is certrin that we shall lose businessIf this is not permitted. When our manager, a Miss Grace Stormer,
!Ianager of our women's banking department, in Los Angeles, who
'new the superintendent of banks from former days, when she wassecretary of the State senate and he was a deputy in the State treas-
Ilter's office, came to me and asked for permission to establish a
"tanch for the women's department in the Women's Athletic Club
8ti,tuated several blocks away on the ground that it would promote
Qe convenience and advantage of the hundreds of women members
of that club, I said to her: "It is useless for us to try. The minute

go to the superintendent, he will pull this de novo rule and we
ate barred before we start; we are prejudged."
1. She said: "I have already had an informal talk with him and

assures me that the permission will be granted and an exception
Will be made in this case."
SO I then, at the very next meeting of the board of directors, had a
Solution passed authorizing the establishment of a branch of the

tiank of Italy in the Women's Athletic Club and also a resolution
authorizing application for an additional license to operate an addi-
tional branch in the divided International branch already established.
PPlications were made pursuant to that authorization and the
enial came back in each instance predicated solely upon the de novo

1121e; in other words, the letters recognized that public advantage
7n, d convenience would be promoted in substance, but because of
re existence of this de novo rule, he regretted that he would have to
'telly the application.
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For the first time did those letters present us with an absolute
denial predicated upon the de novo rule. Theretofore he was in the
habit of finding that public advantage and convenience would not
be promoted and that barred us and because we were sure the Su-
preme court would not interfere with the exercise of his sound dis;
cretion, we really had nothing upon which we could base a leg"
action. But these letters, predicated exclusively upon the de novo
rule, gave us an excellent opportunity and we decided to make
test case before the supreme court and to mandamus the superin-
tendent of banks to issue the permits feeling that here was a clear;
cut issue of law and not of fact, predicated upon two letters that conic'
not be plainer, where the legality of the de novo rule could be deter'
mined.
Instead of his coming in and admitting that he had denied theln

on the ground of the de novo rule; that his attorney had advised hire
he was acting strictly within his rights, and leaving the matter up to,
the court to determine whether he had acted within the purview 0'
his powers in enunciating that rule, they insisted on a conunissioner
being appointed and taking depositions and during the taking of thei
depositions, which lasted for three months, the superintendent 01
banks denied he wrote the letters. He admitted he signed them be
they were dictated by someone in his office.
The CHAIRMAN. I rather gained the impression from you yesterds9

that the superintendent, in all of these matters of resistance to the
development of your plan, was not acting on his own initiative?
Mr. BACIGALUPI. No; he had as his attorney a man who had heee

the attorney for his predecessor, who was then the leading facto iO

the development of a competing branch bank system in Los Angeles,
and this ex-superintendent of banks continued to be the de WO
superintendent of banks through this attorney of the succeediol
superintendent and, in the course of these depositions, it develoPe,,
that he had made a very thorough study; in fact, he brought in elec3
counts Of pedestrian traffic passing these two given locations, Bo,'
after very much deliberation, he stated in his testimony that oe
had been forced to conclude that the public advantage and eoe"
venience would not be promoted by the establishment of thoee
branches, changing his tune and making his position in conforrnitY
with section 9 rather than the terms of this de novo rule.
Well, the upshot of the whole thing was that the matter went befol

the supreme court and was argued and the supreme court side-stePPe;
the issue, by first finding that the superintendent had committec;
perjury when he said he did not sign the letter, but it further stateoe
that, in the course of the depositions taken in the course of tb ,i
proceedings, he testified that he made a thorough study and fountl
that public advantage and convenience would not be promoted er
that that was in strict conformity with the terms of section 9 of We
banking act and that, having found that they were unable to interfere
with the discretion which the law vested in him, declined to—
Mr. BRAND. In other words, they passed upon the facts instead

the law of the case or the facts and the law of the case?
Mr. BACIGALUPI. The facts as developed in the testimony after

the proceedings had commenced.
Mr. WINGO. They permitted him to amend his own record of

findings of fact, as set out in the official letter.

km,
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Mr. BACIGALUPI. It would take me a month to cover all of the
facts, but during all the time of this sparring for position, we had, in
the interim, come into the Federal reserve system.
The Federal Reserve Board, listening to the rumblings that were

going on in California, not between unit and branch banks, but late-
Coming branch banks then in the field, sent out a commission to in-
Yestigate these things and we had hearings such as your committee
la. having, investigating these things and the economics of the
situation.
, The CHAIRMAN. All of this indicates that your progress was being
'ought by established large groups in California?
, Mr. BACIGALUPI. They were being established and were sparring
!or place and they were seeking to catch up by working on the State
?anking department and also the Federal Reserve Board in Washing-
'on to hold us in check while they came along. That is plain language
and that is what occurred.
Mr. WINGO. It was not group banks as much as branch banks?
Mr. BACIGALUPI. No, sir; these were branch banks.

, Mr. WINGO. In other words, there were two other large branch-
°finking systems being developed in competition with yours?
MT. BACIGALUPI. Yes, sir.

L The CHAIRMAN. In other words, there was a determined effort to
"el) your group out of southern California?

BACIGALUPI. Yes, sir; and .we had, in 1923, a hearing here in
" ashington before the Federal Reserve Board on this general question
ef branch banking.
Present at this hearing was this former antagonistic superintendent

?f banks then the leading factor in the building up of a competing
tiranch-banking system in the southern portion of the State, and we
aad representatives of the California League of Independent Bankers
411d quite a delegation of Cook County bankers and it, developed into
11 debate between the virtues and merits of unit banking as against
°ranch banking.
During all this time, being dependent on either the superintendent

;c!f banks or upon the Federal Reserve Board for permission to estab-
4411 new branches, there were times when we got the consent of the
1,4Perintendent of banks of California and were denied or delayed by the
. ederal Reserve Board in Washington.
But the final outcome—

„ Mr. BRAND. That is what I want to hear. I have to go. What did
1.4eY finally decide?
Mr. BACIGALUPI. The final decision was that all the applications

'Ye made were eventually granted.
Mr. BRAND. By the Federal Reserve Board?
Mr. BACIGALUPI. By the Federal Reserve Board at Washington

14,134, in this connection, I wish to state this, that this record, as it
aa been built up before this committee, has an unsavory reference
the one and only case of alleged arbitrariness on the part of our

!Ilatitution in the establishment of branches in California, and that
the celebrated or notorious Santa Maria case, and I want to cleari 
atmosphere on that.

The first place wherein that was mentioned, was at the hearing
tuiefore the Federal Reserve Board in 1923. The charge was that
uie Bank of Italy, in its arrogance, went down to Santa Maria;
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that Mr. Giannini went to Mr. Teetsen, the president of the Bank
of Santa Maria, who was on his sick bed and endeavored to force
him to sell his bank to the Bank of Italy, threatening that if he did
not sell the bank, he would start a brand new bank and run hinl
out of business.
That accusation was made by a man who is now in one of our

subsidiaries and I believe that he believed it when he said it, but
the facts are contained in this brief which I prepared and sent t°
Hon. M. C. Elliott who was, as I understand it, the original attorileY
of the Federal Reserve Board and who was then representing ye.
I laid the facts of the Santa Maria case out very explicitly in this,

brief. In that case we had the consent of the superintendent 0;
banks to establish a branch, but were being held up by the Federal
Reserve Board and after the filing of this brief and an investigati°
made by the Federal Reserve Board, through the officials of the,
Twelfth Federal Reserve District in California, the permission 0!
the Federal Reserve Board of Washington was granted the Bank 0'
Italy to establish a new branch there.
Now, I wish to file this brief in the record.
The CHAIRMAN. Without objection, it will be placed in the record.
Mr. WINGO. What is it? What has it to do with the propositi°°

here?
Mr. BACIGALUPI. It has this to do, Mr. Wingo, that as I recall it,

in some proceedings held before this committee, some reference was
made to a hearing had two years ago before a similar committee
before this committee, in connection with the McFadden bill einj
some statement was made that both sides or all sides were represent
before that committee. As a matter of fact we were not represent'
and as I recall it, some reference was made to this Santa Maria 00°'
Mr. WINGO. You are referring to the colloquy before this 0001"

mittee in either 1924 or 1925 between Mr. Drum and some witness,
referring to the Santa Maria case?
Mr. BACIGALUPI. Yes.
Mr. WINGO. In other words, you contend that you were nnt,

represented and Mr. Drum did not present your side as you though'
it should be?
Mr. BACIGALUPI. He did not and only our opponents were here.
Mr. WINGO. This is your brief presented when?
Mr. BACIGALUPI. My letter to Hon. M. C. Elliott, under date of,

January 8, 1924, that fully explains the Santa Maria incident the'
has been so liberally referred to in discussions of this kind deall
with the alleged tactics of our institution in the establishment
branches in California.
Mr. WINGO. In other words, you contend it is relevant here beeene,

the claim is made that branch banks may indulge in driving out urn"
competitors from business by the same tactics alleged?
Mr. BACIGALUPI. Exactly.
Mr. WINGO. I think it is germane because the Bank of Italy''t

not represented, and Drum and someone else was engaged in
colloquy in this matter.
Mr. FENN. Is not this a fair statement, that the statement hal

been frequently made that systems such as this have gone in ariu
driven out unit banks?
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Mr. BACIGALUPI. Absolutely, and it is the only case that has been
cited by the opposition against us.
1_ Mr. BUSBY. I should like to say about these briefs and unsolicited
Utters gathered promiscuously from the public—of course this is not
se technical a proceeding as a court proceeding, but there is no
relevancy between letters such as presented yesterday, gathered from
thrle public promiscuously, and briefs filed on one side of a proposition
, efore a committee such as this one. Of course it may be relevent,
Dia I do not see the relevancy of bringing briefs into questions that
real with the hearings here unless both sides . of the issue can be5
rlefed, in order that we may have an opportunity to understand it.
(Discussion off the record.)
Mr. FENN. In accordance with the averments that have been made

"re, that associations of the character of thisioneltgo into corn-
lounities and drive out unit bankers 
„ Mr. BAciGALupi. Not only that, we have been accused of certain
beings that were not true and this is the first time I_have had a chance
to answer them and I ask that this go in.
• The CHAIRMAN. The accusation is frequently made that groups
knilar to yours, in taking over a bank, in some community where it
seems in your judgment it is desirable to take them over, where
YOU meet with obstacles in the taking over of the bank, it has been the
common practice—and this refers to others—to make some definite
Or side agreement with the officers of those banks whereby you might
gl!ln control of the institution and, in doing so, you make a contract
With the officers of the bank for a long period of time to stay with
You, frequently at good salaries. What is the common practice?
. Mr. BACIGALUPI. The common practice is, m the acquisition of an
iostitutition, where we find that one or more individuals in that
institution are desirable men, for us to retain them in order to insure
°lir retention of their good offices, and we have entered into contracts
Of employment with them.
Mr. FENN. Is not that the common practice in the consolidation

,of two national banks, to combine the officers of the two banks? I
know of several instances where that has happened in my own State
Where two national banks or member banks have combined, where
tbe officers of the combining banks were retained, one being the
chairman of the board of directors and the other the president of the
Dank. It is not an uncommon thmg where I live.
(The brief referred to by Mr. Bacigalupi is here printed in full, as

follow.)
EXHIBIT W

Hon. M. C. ELLIOTT,
Southern Building, Washington, D. C.

DEAR MR. ELLIOTT: Ever since the copy of your letter of December 20, ad-
dressed to our general counsel, Mr. W. G. McAdoo, came to my notice, I have
endeavored to find sufficient time to dictate a memorandum of the true facts
concerning the so-called Santa 

i
Maria case. The wind up and the beginning of

year are generally busy periods n a bank's activities and as a consequence I
have been delayed in dictating such a statement. I trust, however, that it is
not too late and that the following recital will have the effect of convincing the
Pederal Reserve Board at Washington that there was positively nothing in the
conduct of the Bank of Italy in its efforts to enter the Santa Maria field, pursuant

100136-30—vox. 2 rr 11-12

SAN FRANCISCO, CALIF.,
January 8, 1924.
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to repeated urgent invitations of the people of that community, that was in anY
way unethical or censurable.
The accusations made at the open hearing at Washington in September of last

year by the president of the California Unit Bankers, and his colleagues were,
wholly unjustifiable, came as a complete surprise, and had absolutely no Ole-
at said hearing.

In substance, they charged that in 1921 the president of the Bank of Sant&
Maria was lying ill at a hospital in San Francisco; that his bank was in a frozen_
condition and in sore straits; that our president, Mr. A. P. Giannini, realizing 07,
precarious condition of both the president and the Bank of Santa Maria, we
or sent word to him "demanding"that he sell out his bank to the Bank of flail,
on terms arbitrarily imposed by Mr. Giannini, and that in the event of his refusal
to comply the Bank of Italy would enter the field by the establishment of a lleW
branch and run him out of business. One of the speakers, as I recall his remarks,
stated that when the Santa Maria banker refused to be browbeaten into selling
on the impossible terms sought to be imposed by Mr. Giannini, the Bank of 'tall
employed certain officers of the Bank of Santa Maria and sent them out througa
the Santa Maria country "buying up the pass books on that bank," and that el
one occasion these men, agents of the Bank of Italy, had saved up some 80 e.d
such pass books and took them into the Bank of Santa Maria in a lump, 1111
them down on the counter and demanded the money." That on the foll0wi,l1/
day Mr. L. M. MacDonald, then our vice president, called in to see the casille,1
of the Bank of Santa Maria, and asked him how he "liked" the "wallop" he ha"
gotten the day before from the Bank of Italy, concluding his jeering intervieW,
with the flat though positive statement that if the Bank of Santa Maria did
capitulate to the Bank of Italy, the Bank of Italy had many more such "walluPs,,
to administer. It was further charged that because of this harassment the Ball's
of Santa Maria could no longer operate as a unit bank and that it was immedistei
thereafter forced to sell out to another institution, the Pacific Southwest Trus
ez Savings Bank, of which it became a branch.
Now,for the real facts: When, in the early part of 1921, the Bank of WO

entered the field at San Luis Obispo, a county seat situated about 28 or 30 miles
from Santa Maria, it did so through the acquisition and merger of the Uni011.
National Bank. The former officers of that institution organized an indepeen
ent State bank in San Luis Obispo and took with them practically all of the seur
ployees of our predecessor, it became necessary for us to immediately recruit t!

working staff for our San Luis Obispo branch. In selecting such officers
naturally looked to men with banking experience who were familiar with men an
conditions in that part of the State. For the position of manager of that offi0e!
we selected a previously assistant cashier of the Bank of Santa Maria, but w.ilu
at that time was the retiring president of the California Bean Growers Assoc 
tion; and for the positions of assistant cashiers we chose and employed two Yell,1111
men previously employed by the Bank of Santa Maria. One came with t";
Bank of Italy on April 1, 1921, and the other joined our San Luis Obispo All'

-

on April 15, of the same year. lii
There was absolutely nothing ulterior in the employment of these men. A

fact, before employing one of them, I personally took a trip to Santa Maria Or,
interviewed the cashier of the Bank of Santa Maria for the purpose of getting
line on his character and ability. The cashier was most enthusiastic and gellei;
ous in his statements concerning him and it was largely upon the cashier

recommendation that we employed him.
In the latter part of April or the first part of May, word came to us through our

San Luis Obispo manager, that the president and cashier of the Bank of Santct;
Maria were disposed to sell their institution to the Bank of Italy, and he was tols
that if such was the case we would be glad to have the president call upon n
here in San Francisco on the occasion of his next visit. In due course, both he
and the cashier visited our head office and our conference took place in my privstfi
office on the sixth floor of the old Bank of Italy Building, situated at Clay al!
Montgomery Streets. The interview was most pleasant and satisfactory In
every way. The president represented to us that he was getting along in yea
and was desirous of getting out of the banking business; that his private interesta
were sufficiently large to engage the attention of his son, who had no ambition te.
become actively engaged in the banking business, and that as long as the cashier,
and the other employees of the bank would be taken care of in the new order of

things he was anxious to quit. I personally drafted the agreement and escroW
instructions, pursuant to the verbal understandings there reached, and in di
course they were executed by the president and cashier of the Bank of Santa Man'
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?ri the one side, and our president, Mr. A. P. Giannini, on the other. I am inclosing
6he original agreement and escrow instructions so that you may see the fairness
nf them, and particularly so that you may notice from the firmness of the presi-
llent's signature that he was not, as some of our accusers would have the board
°elieve, a poor helpless sick man, languishing on a bed of pain, at the time this
agreement was entered into.
Mr. C. B. Wingate, who, as you will observe from a reading of the inclosed
reement, was chosen by both sides to act as the umpire, was then a deputy in

6,1te office of Mr. C. F. Stern (now vice president of the Pacific Southwest Trust
lt Savings Bank, of which institution the Bank of Santa Maria is to-day a branch),
.and was decided upon after informal assurance had been given us by a former
associate of his that he would act in that capacity if called upon. This same
gentleman had theretofore acted in a similar capacity, while a deputy under a
trevious superintendent of banks, on the occasion of our purchase of the First
ational Bank of Merced and our attempted purchase of the Pioneer Bank of

Porterville, so that we had no occasion to doubt for a moment but that he would
act in this case if called upon.

here quote from an original memorandum recently submitted to me by Mr.
7.•II. Snyder, our chief examiner, who in the last part of May and the beginning
June, 1921, conducted an examination for the Bank of Santa Maria pursuant

O the terms of the attached agreement. You will notice that his examination
It, rid investigation was not confined alone to the Bank of Santa Maria, but ex-
be.nded, with the consent of the latter, to the affairs of the Valley Savings Bank
of Santa Maria and, to a certain extent, the First National Bank. I invite your
attention to this, particularly because it is evidence of the fact that the three
Institutions were then practically under one control. As a matter of fact, even
T-day, the Bank of Santa Maria crowd practically dominate the banking
'situation in Santa Maria. This is what Snyder has to say on the subject of his
tutainination:
"Examination of the Valley Savings Bank of Santa Maria and the Bank of
anta Maria were made by me on a holiday—which I believe was May 30, 1921.
vi,p that same occasion I met with the officers of the First National Bank of Santa
alaria. It was understood at that time that we were negotiating for the purchase
Of the Valley Savings Bank and the Bank of Santa Maria with the understanding
,that we were to have a working agreement with the First National Bank owned by
the same stockholders as controlled the other two banks.
"According to my examination of the Valley Savings Bank, I found it in first-

Class condition. The Bank of Santa Maria, however, I felt was in very poor con-
dition. In that bank there were assets amounting to something over a million
dollars, which I did not consider proper banking assets. On these loans I esti-
ntatecl a loss of from $300,000 to $400,000.
"The cashier of the Bank of Santa Maria admitted to me in my room at the

?ants, Maria Inn that my analysis of the assets was substantially correct but that
11,e could not face the president with conditions as they were. He made an offer
‘0 me of a new Cadillac automobile if I would put through on behalf of the Bankof Italy a tentative proposition which was then under their consideration. Within
Lave minutes after this offer had been made to me, I met Dr. L. R. Sevier, a mem-
Der of the advisory board at Los Angeles, in the lobby of the hotel and made the
cashier admit to Doctor Sevier the offer which had been made to me."
It soon became evident after Snyder

,
s examination, early in June, 1921, that

could not get together, so we called upon Mr. Wingate to come in and settle
the dispute. Mr. Wingate then advised us that he could not act without per-
naission from his chief, Mr. C. F. Stern, who was in Los Angeles. He reached
41r. Stern over the long-distance wire and Mr. Stern flatly refused to permit
Wingate to act.
, Mr. Stern was evidently in Los Angeles at the time closing his negotiations with
he First National Bank and the Los Angeles Trust & Savings Bank (now the
acific Southwest Trust & Savings Bank) to enter the employ of the Los Angeles

Trust & Savings Bank in the capacity of vice president, for on June 20, 1921,
?r• C. F. Stern resigned from the bank superintendency and became vice presi-
dent of the Los Angeles Trust & Savings Bank.
Wingate's refusal to act as umpire entirely upset and terminated our nego-

tiations for the acquisition of the Bank of Santa Maria and its affiliated bank,
the Valley Savings Bank of Santa Maria.
The moment it became known in Santa Maria that said negotiations had fallen

60 the ground, a large percentage of the residents and business people of the corn-
triunity, particularly the farmers who were looking to the entry of our institution



1514 BRANCH, CHAIN, AND GROUP BANKING

for relief in the matter of loan accommodations, which because of local frozen^

conditions, were not being met by the local banks, a great deal of dissatisfaction

ensued, and Jesse, young Rice and Brown, former Santa Maria men and at that

time our representatives in the neighboring town of San Luis Obispo, were made

the recipients of urgent appeals to do something toward relieving the distressing

situation. I have since interviewed our representatives Messrs. Rice and Brown
and have their positive and unqualified assurance that there was nothing in
their conduct at that critical time which could in any way he construed s°
unethical by the Santa Maria banks.
As you will note, our negotiations terminated in the beginning of June, 192•1,

just as the first six months' period was drawing to a close. Many of the dis-

gruntled Santa Maria people, particularly those who were looking for new or
additional loans, naturally began to prepare, even at great discomfort to them-
selves, to transact their banking business and receive their banking accomndn-
dations through our San Luis Obispo office, 28 or 30 miles away.
We inclose statement of Santa Maria accounts opened at our San Luis Obispc!

office, all practically opened during the first seven months of 1921, just furnished

me by our representatives Messrs. Rice and Brown. You will observe from 
the

dates thereof that it was an impossibility, at any one time, to present anYwhert
near "85" pass books. Rice and Brown positively deny ever having " boug"
up" a single pass book, and as positively deny that they, or either of theull

or anyone connected with our institution, ever went into the bank and 
demandpayment of a single pass book "over the counter." They positively deleare thaD,

every pass book which was transferred by Santa Maria depositors was sent
through the regular course.

It does appear that at the end of the six months' period, namely, during the
month of July, 1921 (a time when deposits are usually transferred so as not to._

suffer any loss in interest) that the pass books transferred from Santa Maria. w,
our branch at San Luis Obispo did aggregate some $50,000 but no special n?
can be made of this fact when, as you will observe from the inclosed machine lis",
the total loan accommodations extended to the same Santa Maria depositor°
aggregated $335,752. In other words, if the deposits obtained from the Sant!
Maria territory in 1921 amounted to $113,863.28, we benefited rather than WI'
the Santa Maria institutions when we assumed $335,752 in loans from thi

territory. We submit that a showing such as this, namely, a ratio of loans
deposits of 3 to 1, can only establish the fact that we very materially and slur
stantially helped rather than hurt the situation.
Now, a word as to MacDonald's jeering statements: The following are qt-ota-

tions from a recent written statement submitted by him to me at my request:
"Referring to your request for information regarding the Bank of Italy s

application for a branch at Santa Maria, although it is quite a long time si.Ige-
I had a conversation with the cashier of the bank of Santa Maria, I will say
out hesitation that the statement which was atrributed to me at the Washington
conference, is entirely untrue.
"It may be possible that he mentioned our having taken a number of account!:

away from him to our San Luis Obispo branch, but I am wholly unable to recl'''.
any such conversation. If it were mentioned at all, I would have assured "lir!'
that it was quite natural for these former officers of his institution to have friend!
in his district who would look to them for relief. A number of loans made throng,"
our savings department restated in the distinct benefit of the Bank of Satil
Maria, which was at that time unable to supply its clients with sufficient funds t
take care of their required mortgage loans."

There can be no question, considering the difficult situation in which the --llank
of Santa Maria found itself in 1921, but that if we had even intimated to outsiders
what our examination disclosed or had done anything to hurt rather than to hell?,
nothing in the world would have saved them, for there was no large bank in Cab-
fornia at that time, other than our own, engaged in State-wide branch banking
which would have taken them over.
As a matter of fact, the Bank of Santa Maria continued to operate indePelli

dently for a full year after July 7, 1921 (during which month we are accused %
"buying up" their pass books), and it was not until July of 1922 that the Paeik
Southwest commenced its branch-banking operations on a wide scale (under 

the

leadership of the former superintendent of banks, Mr. C. F. Stern) by absorb
this very bank, among the very first of its acquisitions outside of the Metropol:
tan area of Los Angeles. If the Santa Maria forces were—as charged—foreou_
because of our harassment and unethical tactics, to unwillingly retreat into thv

arms of a big branch bank, I sumbit that the retreat was quite leisurely and orcierlY-
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Many of the people of Santa Maria would not accept the situation forced upon
'nein. They insisted in pointing out that all banking facilities in the town were
'controlled by one group, depriving the residents of any competition; and that for
Years they had been anxious to get the benefit of the competition and facilities of
the Bank of Italy, bit monopoly was always strong enough to prevent it.
Acting upon such appeals and a lengthy petition bearing the signatures of

hundreds of residents and business men of Santa Maria, we filed a petition for
a new branch there on September 7, 1921, with Mr. Dodge, the then superin-
tendent of banks. This was followed by a visitation upon him by a large dele-
Wion of Santa Maria's leading citizens, urging that the application be granted.
many of these men took a decided risk in so coming, for they realized what the
attitude of the local, banking group toward them would be if our application
Were denied. Their coming, notwithstanding the inevitable result, must demon-
strate clearly the seriousness and the urgency of the situation.
Mr. Dodge held the application from September 7 to November 23, 1921, when,

as will be noted from the copy of his letter, hereto attached, he dismisses the
lubject in the following very general and stereotyped language: "I have found
that the public convenience and advnatage of the city of Santa Maria, County of
Santa Barbara, State of California, will not be promoted by the licensing of the
branch office desired by you. I am therefore refusing your application."
We have no means of possessing exact information on the subject, but my

Personal opinion of the matter is, based entirely on my observations and varied
-Conferences with Mr. Dodge on the Santa Maria situation, that his real motive
lin denying our application was a desire to maintain a friendship of long standing
between himself and the attorney for the Tietzen interests in Santa Maria.
bodge was chairman of the Los Angeles board of supervisors at the time he was
inade State superintendent of banks, and this attorney was, prior to and during
Dodge's incumbency as superintendent, the chairman of the Santa Barbara
'uounty board of supervisors, and had occasion to meet Dodge frequently in the
'State organization of county supervisors, and was generally very aggressive in a
Political way in his county. He was very active in his opposition to our entry,
slid Dodge, on several occasions, went out of his way to tell me and others of
eur bank what a great friend of his this attorney was. I mention this solely
because one of the members of the board asked me "why" Mr. Dodge had denied
our application, and not wishing to confuse the issue by any undue prolongation
of the Santa Maria controversy at the hearing—which controversy was wholly
*out of order there—I simply replied that I didn't know.
When Mr. Johnson, the present superintendent of banks, succeeded Mr.

Dodge, the old appeal was again renewed by many of the people of Santa Maria,
Who were not satisfied, even though the Pacific Southwest has since entered the
field. They argued that the same old interests still controlled the local banking
intuation, and argued for the real competition which would flow from our estab-
lishment there.

Accordingly, on June 22, 1923, we renewed our application, and on July 13,
1923, Mr. Johnson granted our application. A copy of Mr. Johnson's letter is
also here attached.
Fortunately, Superintendent Johnson has since expressed himself more fully

On the Santa Maria situation in his letter to the Federal Reserve Board at Wash-
ington, under date of October 30, 1923, dealing with the question of branch
banking generally, reference to which letter is here made. I desire, however, to
here quote fully the principal paragraph in said letter which treats specifically
With the reasons underlying his granting of our Santa Maria application:
"So far as I am aware, and judging from the reports of the Washington hearing

that have come to me, the only instance where the propriety of a branch charter
granted by me has been seriously questioned is that granted to the Bank of Italy
for a branch de novo at Santa .Maria. The Santa Maria situation has been
an acute one for a considerable time, far antedating niy incumbency as superin-
tendent of banks. No profit can come from my entering into a discussion here
of the merits of the Santa Maria situation. I accept the responsibility for the
decision and wish to say that it was my own independent decision; that I knew
at the time a former superintendent of' banks had refused permission and I was
Well aware of the fact that there would be considerable criticism and a great deal
'of misunderstanding of my motives in the event that I did grant permission to
the Bank of Italy to enter Santa Maria de novo. I felt, however, that they had
a right to apply and that I could not escape the responsibility of decision on the
around that some one else had acted or because the situation was very obscure
in some particulars or because my motives might be misunderstood. Besides
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reviewing a full and voluminous record containing many letters and petitions

setting forth the necessity for another bank in Santa Maria, there were rasa
hearings held by me, and I believe that I heard all that there was to be heard on

both sides of the controversy before making my decision. The decision was
made solely on the grounds of public convenience and necessity and I wish to saY

here that nothing has since been presented to cause me to change the opinion that

I then formed that the people of Santa Maria were entitled to additional banking
facilities.
"I do not intend to enter into a defense of my position in this matter any furthFr

than this and to state that so far as the conference agreement with reference,Tth
branch banking is concerned, the decision in the Santa Maria case was made
that agreement entirely before my mind and that the decision was made, net 1
violation of that agreement, but rather as coming within the exception laid 

doN

in that agreement which had been very carefully placed therein at the suggest

of my attorney at the time the agreement was entered into. He pointed 011's
the fact that to permit the agreement to be made hard and fast so that no bank

de novo should be granted to branch banks in communities where there welje,
other banks would be to abdicate the authoroty granted me in the bank act',
and would be in violation of my oath to accept the duties and responsibilities 

o!

that act, i. e., to refuse to determine for myself in obedience to the mandate :a!

that act in each and every instance where application is made, whether 
he

public convenience and advantage would be promoted' by the granting of
charter to the applicant. More than that, it was then pointed out and the loglcu

apparently appealed to all the conferees that discretion should reside in tile
superintendent to deal with those instances where through failure to keep
with the demands of the community the local banks had failed to meet tntee

requirements of local service. Instead of incorporating the language of the statu

into the exception, the language was changed from the 'public convenience
advantage be promoted thereby' to 'public convenience and advantage reqtarcl
it'; in other words, the shade of difference runs from the rather mild wr0r _
'promoted' to the somewhat positive word 'require,' and in my finding after a,

personal investigation of conditions at Santa Maria I so found and have ad vi,
the Bank of Italy that I would give them permission to enter the town of Sal"
Maria upon the ground that I found the conditions to come within the exception,.
laid down in this limitation, to wit, that the public convenience and advantage °le
Santa Maria required further banking facilities. The Santa Maria case /5 tile
only instance where any question has been raised in all the many cases wile,r
charters have been granted since the conference. The very fact that this is til̀
lone instance shows that it is the exception and not the rule."

The foregoing frank statement of the superintendent's findings and eery
elusions should suffice to lay at rest any and all of the unfounded and wild accusa-

tions which have been made by selfish interests. It is not alone a safe a,ssumPtin
but the fact, that if ever pressure was brought to bear upon any State ofliela
to swerve him from his plain duty, that pressure was exercised on Mr. Johnsen
in this case; and be it said, to his enduring credit, that he fearlessly stood laY
his findings and honest convictions, regardless of consequences.
We submit that the establishment of a branch of the Bank of Italy in San

Maria will not injure the Pacific Southwest Trust tir Savings Bank or the °the;

banks there and that the introduction of our competition will of necessity instil.
to the convenience and advantage of that community.
We therefore authorize you to present this statement to the Federal Resell'

Board and to petition for a rehearing of our Santa Maria application.
Very truly yours,

JAMES A. BACIGALIIPI,
Vice President.

This agreement, made and entered into this 19th day of May, 1921, by
between Paul 0. Tietzen, of the city of Berkeley, County of Alameda, State °
California, first party, and stockholders auxiliary corporation a corporation
organized and existing under and by virtue of the laws of the State of Califorin
second party, witnessah:
That for and in consideration of the sumof $10, in lawful money of the Unitecl

St-des of America, this day paid to first party, the receipt of which is herebY
acknowledged, first party hereby promises and agrees to sell to second PallY,'
and second party hereby promises and agrees to purchase from first Parv;
3,001 shares of the capital stock of the Bank of Santa Maria, a corporation, GI::
Santa Maria, Calif., for the sum of $425,000, subject to the following terms aa"
conditions:
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It is hereby further understood and agreed by and between the parties heretothat first party shall on or before the 24th day of May, 1921, deposit the certifi-
cates evidencing 3,001 shares of the capital stock of said Bank of Santa Maria,
IpmePerly indorsed in blank, in escrow with the Crocker National Bank of San
t rancisco under and subject to escrow instructions in substantially the followingLorin:

Ile CROCKER NATIONAL BANK,
San Francisco, Calif.

GENTLEMEN: I herewith hand you certificates, properly indorsed in blank,
evidencing 3,001 shares of the capital stock of the Bank of Santa Maria, and
equest and instruct you to deliver said stock to the Stockholders Auxiliary Cor-
Peration upon payment by it to you for my account of the sum of $425,000,
lawful money of the United States of America, or such lesser sum as you may be

Vvised in writing is due me for said stock by W. H. Rice, James E. Fickett, or
L H. Snyder

' 
and C. B. Wingate, or his nominee, or a majority of them on or

nfore the 1st day of June, 1921, or the same shall be delivered unto said Stock-
'elders Auxiliary Corporation upon my written order.
inIn the event that no such payment is made on or before said 1st day of June,
4̀1, then you are to return said stock to me upon my demand therefor.

Very respectfully yours,
PAUL 0. TIET7EN.

1,It is also further understood and agreed by and between the parties hereto that
7huediately after the deposit of said stock in escrow as aforesaid, the loans of
;aid Bank of Santa Maria shall be examined and appraised by W. H. Rice, acting
40c first party, and James E. Fickett or W. H. Snyder, acting for second party,
1 hd in the event that they are unable to agree upon the value of any or all of said
tZaus, then C. B. Wingate, or his nominee, shall be forthwith called in to decide
e value of any and all such disputed loans, and his decision shall be final and

i luding upon both of the parties hereto. Should the said appraised value of the
t(laus be so found to be not more than $50,000 less than the present book value8 1ereof, then the consideration hereinabove fixed for said shares of stock shall
ta,ud and first party shall not be made to suffer any reduction in said purchaseI7lee because of said condition; should the said appraised value of the loans,

tYlcever, be found to be more than $50,000 and not more than $100,900 less than
f:le present book value thereof, then the consideration or price hereinabove fixed

said shares of stock shall be reduced by a sum equal to one-half the amount of
t;Ich appraised shrinkage or depreciation over and above said first $50,000
ilereof; and should the appraised value of the loans be so found to be more than
,1,°,0,000 less than the present book value thereof, then first party may not be
t ued upon to stand a greater reduction in said purchase price than a sum equal

ene-half of the amount of said appraised shrinkage or depreciation over and
8[)°Ve the first $50,000 and up to the first $100,000 thereof, but in such event itjail be optional with second party to go through with said purchase on the basisut sueh reduced considecation or to wholly withdraw and declare this sale

h'il and canceled, unless first party shall immediately declare his readiness4141 willingness to accept a reduction in said purchase price equal to one half oftithe total amount of such appraised shrinkage or depreciation over and above the
rat $50,000 thereof.
_Payment for said stock in the sum so found to be due pursuant to the method

1
qoresaid shall be made by second party to said escrow holder in the mannerktld at such time or times after said appraisement as first party may direct.
d

I
t is further understood and agreed between said parties, as a further consider-Or and and condition of this sale and purchase, that in the event of the consum-r

11

.stion of said sale and purchase said first party will remain with said bank in8 present official capacity and at his present salary until January 1, 1923, or
chairman of the advisory board attached to said office, in the event that theplisiness and assets of said bank shall be purchased by and merged into theOnk of Italy before said 1st day of January, 1923; it being understood that

itl'at party shall be required only during said time to lend his good will to saidIvistitution and to attend meetings of the board, whenever convenient to him,
,Ith full right to absent himself from the State for any purpose whenever he
nr!Y desire to do so.
rime is hereby made and declared to be of the essence of this agreement.

r, This agreement shall bind the heirs, executors, successors, and assigns of theI 'rues hereto.

_A
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In witness whereof, the first party has hereunto set his hand and seal, and 
thoe

second party has caused this agreement to be executed by its president, thereust_
duly authorized, and its corporate seal to be hereunto affixed, the day and year
first above written.
[SEAL.] PAUL 0. TIETZEN.

STOCKHOLDERS AUXILIARY CORPORATION/
By A. P. GIANNINI, President.

This agreement, made and entered into this 19th day of May, 1921, by and
between Paul 0. Tietzen and L. P. Scaroni, first parties, and Stockholdere
Auxiliary Corporation a corporation organized and existing under and by virtUe

'of the laws of the State of California, second party, witnesseth:
That for and in consideration of the sum of $10 this day in hand paid to each

of said first parties, the receipt of which is hereby acknowledged by each of thenl'
first parties hereby promise and agree to sell to second party, and second Pare
hereby promises and agrees to purchase from first parties 126 shares of t
capital stock of the Valley Savings Bank of Santa Maria, for the price and on the

terms and conditions following:
It is hereby understood and agreed by and between the parties hereto that_

first parties shall, on or before the 24th day of May, 1921, deposit the certificate;
evidencing said 126 shares of the capital stock of said Valley Savings Bank °,1
Santa Maria, properly indorsed in blank, in escrow with the Crocker Natior?.
Bank of San Francisco, under and subject to escrow instructions in substantiallY

the following form:

The CROCKER NATIONAL BANK,
San Francisco, Calif.

GENTLEMEN: We herewith hand you certificates, properly indorsed in blan,ka'
evidencing 126 shares of the capital stock of the Valley Savings Bank of San".
Maria, and request and instruct you to deliver said stock to the StockholdeL°
Auxiliary Corporation upon payment by it to you, for our account, of such stV.
as you may be advised in writing is due us for said stock by W. H. Rice, Jarnes r),
Fickett or W. H. Snyder, and C. B. Wingate, or his nominee, or a majority „Os'
them, on or before the 1st day of June, 1921, or the same shall be delivered Ow
said Stockholders Auxiliary Corporation upon our written order.
In the event that no such payment is made on or before said 1st day of June'

1921, then you are to return said stock to us upon our demand therefor.
Respectfully yours,

PAUL 0. TIETZEN.
L. P. ScAsoNi.

It is further understood and agreed by and between the parties hereto thtst
immediately after the deposit of said stock in escrow, as aforesaid, all of the as8esi
of said Valley Savings Bank of Santa Maria shall be examined, and the aetn„d
value thereof shall be appraised by W. H. Rice, acting for first parties, n't
James E. Fickett or W. H. Snyder, acting for second party, and in the ever.
that they are unable to agree upon the actual value of any or all of said asse7j
then C. B. Wingate or his nominee, shall be forthwith called in to decide the act° a
value of any and all such disputed assets, and his decision shall be final 1111,1
binding upon all of the parties hereto. The price for said shares of stock 5l19'1
be fixed by said appraisers, and shall be based wholly upon the appraised aetn,3„
value of the assets of said bank, nothing to be allowed for the good will of trio

business of said bank. odPayment for said stock in the sum so found to be due
' 
pursuant to the me--th er

aforesaid, shall be made by second party to said escrow holder, or in the mann"
and at such time or times after said appraisement as first parties may direct.
Time is hereby made and declared to be of the essence of this contract.
This agreement shall bind the heirs, executors, successors, and assigns of ate

parties hereto.
In witness whereof said first parties have hereunto set their hands, and see°

party has hereunto caused its corporate name to be subscribed, and its corporal
seal to be affixed by its president thereunto duly authorized, the day and You
first hereinabove written.

PAUL TIETZEN,
L. P. SCARONI,

First Parties.
STOCKHOLDERS AUXILIARY CORPORATIONS

By A. P. GIANNINI, President.
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tile of savings accounts transferred to Union National Bank from Santa Maria
banks

7
7

Name

E. Palo 
Gin Chong 

..... do 
Harry Sellars 
Gin Chong 
David RichIna 
A. L. Brown, administrator.
F. C. Abernathy 
James W. Irby 
Jim Margaroli 
Elmer C. Rice 
Gin Hong Gin 
A. T. Alliani 
A. Belloni 
John Belloni 
A. Bondietti 
A. Cavolla 
Ernest Degasparis 
Bina Degasparis 
Estate A L. Stanley 
P C. Bonetti 

Amount

$136. 16
2,756.00
1, 060. 00
250. 63

2,278.64
5, 052. 22
1,070.22

Date

1921
July 7
Apr. 18

I May 9  
Apr. 16

1 July 9
7
7

Name Amount

$2, 000. 00
2,000 00
2, 000.00
1, 000. 00
1, 500. 00
3, 500.00

25, 000. 00

A. Floechini 
F. W. Grisingher 

do 
Fillipo Guerra 
Silvia Guerra 
Chas. Maretti 
J. C. Maretti 

227. 76 Apr. 16  do 4, OW. 03
900.00 May 12 Gin Chong 7, 000. 00
670. 00 July 8 F. L Novo. treasurer U. P
543. 70 E. C 422. 75

1.52600 7 Artura Rossi 4,091. 08
2,000. 00 May 18 Antonio Mossi 2,300. 00
3,000. 00 July 5 Albino Bonetti, guardian
4, 275. 39 J. Bonetti 5, 721. 16
1,900.00 9 M Lanini 2,000. 00
1, 000. 00 Apr. 28 Marion 13. Rice 5, 000. 00
1,000.00 6 W. H. Rice 7, 107. 34
500.06 Jan. 15 Albino Bonetti 5, 000. 00

3, 668. 23
113,863. 281, 3(0. 00

Loans made to Santa Maria customers

blite

I )21
Apr
iw y• 9

.Pr
'•

g
401. 18
k 22

441.'
30

1444. 24
4Dt l 20
144; 7

ktat' 24
8FISt

• 19

7
13

411 24ltle 19
1,14

6

Name Amount Date

F. I). & J. D. Bello 
J F. Ventura 
J. D. Bello 
F. D. Bello 
Goodwin Dana 
W. E. Elliott 
E. G. Fields 
J. S. Gularti, Jr 
J. F. Kaar 
W. F. Torrence 
C. J. NI iehle 
J. C. Munoz 
Toney Roderick 
A. F. tillVa 
Jacinto Silva 
A. L. Smith 
C. W. Smith 
Albina Bonetti 
A. V. Bras 
J. J. Silveira 
E. J. Canatry 
D. Cavolll 
J. D. Faria 
Geo. R. Gilb 
F. H. Hamilton 
F. W. Htu)lam 
W. C. Hillier 
J. F. Rear 
F. J. Marcill 
Miehle Bros 
1). M. Muscio 
S. II. McFadden 
F. L. Novo 
Rice & Pulliam 
Girald J. Sheehy 
Joe Soares 
Anton° Souza 

$4, 800.00
6, 532. 00
600.00
500.00

6,000. 00
400.00
500.00
525. 00
532. 98

2, 500. 00
985. 00
200.00

1,000. 00
10, 000. 00

00M 00
4, 000. 00
1, 400. 00
I, 200. 00

33, 000. 00
7, 500. 00
1, 540. 00
1, 250. 00
800.00

12, 600. 00
784. 00

3, 000. 00
2,000.90
5, 450. 00
3, 450. 00
1, 500. 00
430.00

5, 500. (X)
3, 750. 00
3, 500. 00
6, 500. 00
2, 700. 00
5, 500. 00

1921
Apr. 11
May 21
June 29

30
Mar. 15

24
June 25
Mar. 21
July 14

5
June 30
Mar. 26
June 28
May 25
July 1
June 21
Mar. 9
July 11
Apr. 23
June 23

3
29

July 15
May 6
July 28
June 9
May 27

Mar. 23
May 6
Mar. 1
Apr. 7

13
June 7

Name

W. L. Black 
J. J. Branson 
P. H. Carroll 
A. L. Novo 
J. F. Dias 
J. R. Ferim 
S. A. Florence 
P. Z. Fogle 
Manuel R. Jorge 
Frank Gregory 
Raul A. Leal 
Edward Mareill 
J. D. Martinez 
M. M. Martinez 
Miehle Bros 
A. S. McLaughlin 
Novo Bros 
M. S. Pereira 
L. F. Pezzoni 
P. A. Philbrick 
Joe F. Silva 
Manuel Bento 
Thom Silva 
F. M. Soares 
J. J. Souza 
A. Tomasini 
M. C. Vincenti 
Hughes Bros 
Joe Soares 
Frank M. Soares 
John V. Brass 
F. D. & J. D. Bello 
F. L. Novo 
Julian Garcia 

Amount

$2, 500.00
400. 00

1, 000. 00
4, 287. 00
2,000. 00
270.00

1, 225. 00
400. 00

I, 279. 00
50.00

300. 00
600.00

8. 500. 00
4, (8)0. 00
2, 947. 02
1, 000. 00
2, 800. 00
5, 400. 00
2,000. 00
3, 200. 00
1, 300. 00
1, 300. 00
1,033. 00
3, 800. 00
500.00

13, 000. 00
745. 00

7, 500. 00
30, 000. 00
25, 000. 00
40, 000. 00
20, 000. 00
3, 750. 00
350.00

335, 752. 00

STATE BANKING DEPARTMENT,
San Francisco, Calif., November 23, 1921.

OF ITALY,
San Francisco, Calif.

fi)ISENTLEMEN: Please be advised in response to your application of September 7
ruy license to your institution to operate a branch office of your departmental
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sayings, commercial, and trust company business in the city of Santa Maria,,in_
the county of Santa Barbara, State of California, that in the exercise of t,a7c
discretion granted me by section 9 of the bank act, I have found that the pub'
convenience and advantage of the city of Santa Maria, county of Santa Barbart
State of California, will not be promoted by the licensing of the branch Au
desired by you. I am therefore refusing your application.
I acknowledge in connection with your application receipt of your check ,nin

the sum of $50 to pay for the license requested. I am therefore returning you r_
a check in that sum, this representing the return to you of the fee offered for tau
requested permission.

Yours very truly,

BANK OP ITALY,
San Francisco, Calif.

GENTLEMEN: This is in reference to your application of June 23, 1923, 
for

permission to establish a branch office in the city of Santa Maria. Calif. andW After due invesuigation I have concluded that the public convenience 37c
advantage requires the establishment of additional banking facilities in ttoe'ci
city. Accordingly, your application to establish this branch office is gran
subject to the usual permission of the Federal Reserve Board.
0, We have previously acknowledged receipt of the necessary resolution of ruuer
board of directors and the license fee of $50. When you have received tt
permission of the Federal Reserve Board and have determined upon the (IP; be
of opening, please advise and our license will be issued as of the dated 

deter
Wi

mined upon. th
Yours very truly, aJ. F. JOHNSON,

Superintendent of Banks. th
Mr. WING°. I think, Mr. Chairman, before the witness leaveee' bethat we should have an explanation of the obstruction they had here

in Washington. The statement was made originally that theE werd.
impeded by the comptroller as well as the Federal Reserve Dor t co

I think the record ought to show that, in that proceeding at thol
time, you were not a national bank. That was before you had join°Lt:
the national system, and the comptroller did not pass upon Oa a

wiand the comptroller was not a party to what they contend Was 0
discrimination against you on account of these influences and pressur
brought to bear by your competitors here at Washington. ra,
That was simply a hearing before the Federal Reserve 130,3;3,0,

because you were a member of the Federal reserve system and
rules that had been made at that time requiring you to get the Pe'
mission of the comptroller were not involved there? • ' of
Mr. BACIGALUPI. That is true. The comptroller had no jurdie Cition over our institution at that time..
Mr. SEIBERLING. How are we operating here—on general To'

tions? fThe CHAIRMAN. I am asking the questions but I am willing t° 
o

yield to you.
Mr. SEIBERLING. I want to ask a question at this point.
The CHAIRMAN. Then I yield to you.

lcat'Mr. SEIBERLING. DO you contract with these officers prior to -
ing over the bank or afterwards?
Mr. BACIGALUPI. That is understood in the general transaction.

JONATHAN S. DODGE,
Superintendent of Banks.

Ion

sa
th

sa

thSTATE BANKING DEPARTMENT,
San Francisco, Calif., July 13, 1925'

ha
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Mr. SEIBERLING. You would not take over the stock of the bank
'unless—

Mr. BACIGALUPI. Unless we had the key men to carry on with.
Mr. SEIBERLING. And you assist them to get the stock occasionally?
Mr. BACIGALUPI. They are naturally desirous of consummating the

to lale, and it is up to them to deliver the 51 per cent or two-thirds of
o the stock, as the case may be; yes, sir.

Mr. SEIBERLING. In how many instances have you increased their
:salaries?
Mr. BACIGALUPI. I could not say that.
Mr. SEIBERLING. Could you look up your records and tell us?
Mr. BACIGALUPI. I would say in some instances we have increased

Their salaries.
Mr. SEIBERLING. Substantially?
Mr. BACIGALUPI. Well, I would say that, in some instances, yes, we

have increased the salaries substantially.
Mr. SEIBERLING. The salary is always fixed in the agreement before

You take over the bank?
Mr. BACIGALUPI. Not necessarily before. We have had an under-

standing and the agreement has been consummated in a few cases.
MT. SEIBERLING. That is all.
The CHAIRMAN. These different groups, Mr. Bacigalupi, that have

been appearing before the committee, have voluntarily furnished us
With a little more in detail information as regards how and where
their stock is held; for instance, the Marine Midland group gave us
a list of the distribution of 4,986,000 shares of their stock, indicating
that so many shares were held by a certain number of stockholders
In Buffalo, so many in New York City, and then they gave the num-
ber of stockholders and the total holdings by States. Do you have
Your stockholders list made up in that manner so you could give the
committee the benefit of that same information?
Mr. BACIGALUPI. Yes, sir; you want the list of stockholders?
The CHAIRMAN. A list of stockholders showing
Mr. BACIGALUPI. The number of stockholders of Transamerica

With respect to their residence—is that the idea?
The CHAIRMAN. By States.
Mr. BACIGALUPI. Segregated by States.
The CHAIRMAN. And we should like to know how much is held

in New York City and how much in California.
Mr. BACIGALUPI. We can rt that and will be glad to furnish it.
The CHAIRMAN. This acquisition by your group of the eastern part

0,1 your banking operations—that was done entirely in the Bancitaly
Corporation, was it, not?
Mr. BACIGALUPI. Yes, sir.
The CHAIRMAN. And Bancitaly was then your holding company

for .your California interests?
• Mr. BACIGALUPI. It was not a holding company of our California
interests. The stockholdings of the Bancitaly Corporation were

, hot identical with those of the Bank of Italy.
The CHAIRMAN. The Bancitaly Corporation was not, in the strict

I.sense that the Bank of America is, a holding company?
Mr. BACIGALUPI. No, sir; a holding and operating company.
The CHAIRMAN. Bit it did not have the same stockholding interests?
Mr. BACIGALUPI. NO, sir.
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The CHAIRMAN. Now, there is a unification in the general stock-
holding interests, through Transamerica so that every stockholder"
has an interest in all of your companies—the affiliated interests?
Mr. BACIGALUPI. To the extent that Transamerica has.
The CHAIRMAN. In the taking over of these banks, one of the

reasons, of course, is concentration of management and elimination of
waste, effort and expenses. What has been your experience in that
connection? Have you considerably reduced your operating expensed
Mr. BACIGALUPI. Yes, sir.
The CHAIRMAN. Through the introduction of your own centralized

management of these institutions?
Mr. BACIGALUPI. Yes, Sir.
The CHAIRMAN. To what extent would you say that is possible in

your practice?
Mr. BACIGALUPI. I have never worked it out or had it worked I:RA-

I venture to say we have cut down 25 or 30 per cent.
The CHAIRMAN. How do you effect that?
Mr. BACIGALUPI. We effect it by concentration of activities, .139.

standardization in forms, cutting down on advertising, that is, working
under more favorable advertising contracts than prevailed in ae.
case of the individual operators when they were operating as indivictos"-
units. There is also a saving in operating with our general capitahza"
tion, which is generally stronger or bigger than is necessary, we can
accommodate and handle very many more deposits. We canl
through our widespread organization, avail ourselves of a number el
opportunities of getting a profit that could not be availed of .hY
scattered units and then our savings on the purchase of supphesr
alone, for the system is tremendous; in fact, we are cutting down OR
that to a great extent even now.
The CHAIRMAN. I understand in your official family, there is 11°'

duplication of salaries?
Mr. BACIGALUPI. NO, sir.
The CHAIRMAN. One man in your organization draws but one

salary from one of the institutions—one of your affiliations?
Mr. BACIGALUPI. That is true, with the possible exception. of

myself. Within the last few months I was placed on a retainer
from the Bank of Italy and one from the Transamerica Corporation.
The CHAIRMAN. And as attorney for the bank?
Mr. BACIGALUPI. In my capacity as chairman of the advisory conr

mittee; in other words, the Bank of Italy is run by its regular organ?'
zation. Under the by-laws of the Bank of Italy, however, there ig
set up an advisory committee. The function of the advisory cOol-
mittee is to see to it that the established policies of the institution
are adhered to and being made up of men who have gone through
the ranks, holds itself available for consultation and advice in anY
matter of importance that may arise.
The CHAIRMAN. Now, as to the board of directors and the oflicera

of the Transamerica Corporation, do they draw salaries from the

Transamerica Corporation, or do they draw their salaries, remunera-
tion, from their respective institutions?
Mr. BACIGALUPI. Generally from their respective institutions.
The CHAIRMAN. And all,are identified with one or another of Your

affiliates?
Mr. BACIGALUPI. Yes, that is substantially correct.

a

t.
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The CHAIRMAN. Is this particular board and staff of officers actively
engaged in the direction of your affiliated companies?
Mr. BACIGALUPI. The board of directors of Transamerica?
The CHAIRMAN. Yes.
Mr. BACIGALUPI. It has nothing to do with them.
The CHAIRMAN. Simply acts in the capacity of a holding company?
MT. BACIGALUPI. Yes, sir.
The CHAIRMAN. Whose activities are of a modest nature?
MT. BACIGALUPI. Yes, sir.
The CHAIRMAN. Now, after the advisory board, which is the next

'step down from the board of the Transamerica?
Mr. BACIGALUPI. Well, as outlined 
The CHAIRMAN. Is that the advisory board?
Mr. BACIGALUPI. No; the advisory board—there is an advisory

board connected with each of the branches of the Bank of Italy situ-
ated outside of San Francisco that serves in the same capacity as the
-old board of directors. With reference to the business of that par-
ticular branch.
The CHAIRMAN. But those are all tied in one advisory committee,

are they not?
Mr. .BACIGALUPI. NO, sir.
The CHAIRMAN. They are not?
MT. BACIGALUPI. No, sir.
The CHAIRMAN. So that the members of the advisory committee

draw their salaries from the affiliates in which they are directly con-
nected?
Mr. BACIGALUPI. They draw no salary, but receive a fee for

attendance at the meetings of the advisory board, as they did when
they were directors of the unit bank, when it was so operated.
The CHAIRMAN. There is no general advisory board?

iMr. BACIGALUPI. There s an advisory committee of the bank,
Made up of 
The CHAIRMAN. What do you mean by "the bank"?
Mr. BACIGALUPI. The Bank of Italy.
Mr. FENN. Is there a general advisory board over all? Is there

a general advisory board over .the Bank of Italy, the Transamerica
Corporation, and all the subsidiaries, that gives advice to all the
subsidiaries?
Mr. BACIGALUPI. No: There is an advisory committee of the

Transamerica Corporation, which is made up of Mr. Giannini, chair-
Man; Mr. P. C. Hale, vice chairman; and myself, vice chairman. We
act in an advisory capacity to the management of the Transamerica
Corporation. Then there is an advisory committee of the Bank of
Italy, made up of Mr. P. C. Hale, Mr. L. M. Giannini, Mr. Giannini 's
son, and myself as chairman.
The CHAIRMAN. Of course, you have a number of affiliated com-

panies here. There has come into this discussion the question of
whether or not the supervising authorities should not have the right
!,o examine the financial affairs of all the affiliated companies—for
instance, the Comptroller of the Currency to examine the national
banks, and the State examining board to examine the State banks.
What is your opinion m regard to that?
Mr. BACIGALUPI. I believe that the Comptroller of the Currency,

wherever it is a national bank, or the State superintendent of banking,

hp- 
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wherever it is a State bank, under existing law has the right to trace
through any transaction that he finds in the banks that leads either
to an individual or to a corporation, and that he has the right, if he
finds anything that looks out of order or on which he desires further
information, to pursue that matter into the holding company if he
chooses.
As to whether he should be vested with the right to go in and in-

vestigate the affairs of a holding company that have no direct bear-
ing upon any transaction that he finds in his examination of the bank,
I seriously doubt the wisdom or the justice of it.
The CHAIRMAN. Where there is a common stockholding ownershiP,

would that same view prevail?
Mr. BACIGALUPI. Yes, sir. I do not see that that would make anY

more difference than if it were an individual who owned all the stock
of an institution. It would not necessarily vest the supervisor with
the authority to go in and investigate the private affairs of an indi-
vidual owner if, in his examination of the hank, he did not run across
any item that indicated any abuse or any transaction that was out
of order or that needed explanation.
The CHAIRMAN. Then it is your thought that in cases like that, the

supervising authorities now have sufficient authority--
Mr. BACIGALUPI. I think they do.
The CHAIRMAN (continuing). To go into the examination of affili-

ated companies where those transactions indicate that the affiliated

company is participating with the bank—
Mr. BACIGALUPI. In fact, Mr. Chairman, I will say that in actual

practice, whenever the Comptroller of the Currency, the Federal
Reserve Board, the Federal reserve bank, or a State superintendent
of banks has desired to trace through any item or has demanded anY
explanation or any statement with reference to a particular transac-
tion that he found in the bank, he has always been given the informa-
tion and has been given access to the books and the records of the cor-
poration with reference to that particular item.
The CHAIRMAN. With reference to the present method of examine'

tion by the comptroller's office—for instance, of a group like yours',
you probably have observed that a plan has been worked out, not el
simultaneous operation but of asking your branches to report on 9'
certain date, under oath, I believe, the condition of your bank, °O.
that the examining force spends a great deal of time in the head offices'
of groups like yours.
Do you feel that that is a proper examination of these banker

Have you any suggestion to make as to any improvement?
Mr. BACIGALUPI. Our experience is, and I am glad to say it, till°

our bank has never received a more thorough or a more satisfacterfr
examination that it has received at the hands of the Comptroller °'
the Currency pursuant to the method now in force. The examinations-
we have found most comprehensive and thorough, and satisfactorf
in every respect.
The CHAIRMAN. Do the Federal reserve people examine your bank°.

separately?
Mr. BACIGALUPI. They have not since we have become a national

bank. Prior to our nationalization, we used to be examined
by the State superintendent's office and by the Federal reserve bank-
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,The CHAIRMAN. Some of your banks, of course, are not members
°I the Federal reserve system and they are under the supervision of
the State banking department, are they not?
Mr. BACIGALUPI. Yes sir; the State superintendent of banks.
Mr. WINGO. I understand that you put a list of the directors of
)ur institutions in the record yesterday?
Mr. BACIGALUPI. Yes, sir.
M. WING°. Does that list cover the Transamerica Corporation?
Mr. BACIGALUPI. Yes, sir. It covers the Transamerica and all of
le important subsidiareis.

it Mr. WINGO. Does that undertake to show the business connections
the industrial world of these directors?
To show you what I have in mind, when Mr. Decker and Mr. Wake-
Bid, representing group banks, were here, they furnished lists which

IvPuld show for example, that a certain director was president or
ti'lee president of a certain railroad, and another director of their

ing corporation was president of a power company.
ihe point I am getting at is this, that I would like to have the

T4tord show the connection of these men who are directors in the
htallsamerica Corporation and its subsidiary corporations with the

Ilk/less world, such as railroad, power, wholesale, manufacturing,
—or interests, and such as that.
Mr. BACIGALUPI. I do not think, Mr. Wingo, that the list as pre-

Pkted would in all instances show that, but if it is the desire of this
e°111inittee that. it should, we shall undertake to do it.
41r. WINco. That would aid, because you will catch the drift of

::11.1e of the questions of the chairman this morning. We want to
'e What tie-up there is between some of these banks and the business

f)fMd. For instance, indicate whether a certain director is president
to a railroad company, or of a power company. Edsel Ford, just
give an illustration, was shown to be a director in one of these
NUN, and we would like to have such illustrations as that.t Mr. BACIGALUPI. I understand. I think the exhibits with reference
tt' the directors of the banks are printed, and I believe that one, of
gLe Bank of America of New York, does set them up with a descrip-
:11 of their principal outside connection; and if it is found that that

1,1ot the case with respect to the others, we shall undertake to do that.
1,141r. WINGO. We would not care for all their business connections,
t just the principal ones. For instance, Edsel Ford might be a
tector in half a dozen corporations, but his principal business.tttlection is with the Ford Motor Co., and, in the case of the presi-elt of a power company, that might also be the case. You catch
Itpoint?

BACIGALUPI. Yes.
WINGO. When you took over a unit bank in California and

kped it into a branch of your Bank of Italy, what changes, if any,
the interest rate took place in that particular community?

BACIGALUPI. Our uniform practice has been to adopt a maxi-
rate of 7 per cent. For instance, when we entered the San

ki4911in Valley, where we found on entry that the prevailing rate of
kt.erest on loans was 8, 9, and in some instances 10 per cent, we

it
''Iediately brought every one of the loans then in the pouch down
1, Maximum of 7 per cent, and enunciated a rule that interest on
en loans should thereafter be at the rate of 7 per cent.
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Mr. WINGO. That is on the loans made. Do you have a varYing
rate at the same time on different loans in these branches?
Mr. BACIGALUPI. Our rates vary all the way from, generally sPeak.

ing, 6 to 7 per cent.
Mr. WINGO. That is at the same time?
Mr. BACIGALUPI. Yes.
Mr. WINGO. The same date. You might make a loan to-d0Y

one customer at 6 per cent and on the same day make another 10a"
at 6 per cent—is that true? where
Mr. BACIGALUPI. Yes, sir. The general rule is 7 per cent.

are exceptions made at 6 per cent, and those exceptions are predios,..'t
upon the volume of patronage or the volume of business that vie
from the particular individual.
Mr. WINGO. The customary exceptions, that are made in large

banks?
Mr. BACIGALUPI. In the ordinary course of business.
Mr. WINGO. Let us take the situation with reference to the season 

that that is, a variation in rate at the particular time. Is there afluctuato'
of rates in these smaller towns?
Mr. BACIGALUPI. NO, sir.
Mr. WINGO. The same throughout the year?
Mr. BACIGALUPI. Yes.
Mr. WINGO. On deposits, what has been the effect when 'es?

took over a unit bank, on the rate of interest paid on their bale° er
Mr. BACIGALUPI. Our, prevailing rate on savings deposits is

cent. In Los Angeles, for instance, where we have very keen oonlily
tition, where they have several kinds of such accounts, we nato7,
seek to meet the competition there; but 4 per cent, generally Wow
is the prevailing rate on savings accounts.
Mr. WINGO. The point I was getting at is the effect on io,teret;t1

rates in these smaller communities where your branches supPulathe
the unit banks. Does it have any appreciable effect one way or
other, within your knowledge?
Mr. BACIGALUPI. No. My experience is that the prevailing ote

paid to depositors has been generally maintained.
Mr. SEIBERLING. May I ask a question there?
Mr. WINGO. Yes.

a?SEIBERLING. I suppose you have the very best of accountaillus 
Mr. BACIGALUPI. I think so. We have a couple of them with

right here, so that I would not dare to say anything to the contralie,
Mr. SEIBERLING. And they get up comparative operating st4

ments?
Mr. BACIGALUPI. Yes, sir. nets'
Mr. SEIBERLING. Do those comparative statements show the tvily?

tions of the banks prior to acquisition by you, as well as subsequea
Mr. BACIGALUPI. No; I do not think we tabulate that.
Mr. SEIBERLING. YOU do not go back into your old operations?
Mr. BACIGALUPI. No.
Mr. SEIBERLING. Well, has the interest rate on deposits, as osh°1/11

by your operating statements, showed a decrease or an increase' tor
Mr. BACIGALUPI. I think they would show about the same; ill

words, no material variation one way or the other.
Mr. SEIBERLING. How about your interest rate on loans?

would they show as to that?
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Mr. BACIGALUPI. They would show less in many instances, par-
ticularly when we started. Of course, after we were in business for a
considerable time, other banks who were charging more than 7 per
cent had to meet our rate.
MT. SEIBERLING. That is all.
Mr. Wibroo. Under the law of California, when you are operating

a branch banking system under the State law, and before you con-
verted into a national bank, whenever you established a branch you
had to increase your capital stock, your minimum amount represent-
ing that particular branch, did you not?
Mr. BACIGALUPI. Not necessarily.
Mr. WINGO. Does not the law of California require it?
Mr. BACIGALUPI. No. The law of California requires that your

general capital shall be so much for a bank operating in a city of a
certain size, and that it shall be so much more for every additional
branch taken on. If your capital at the time you absorb 1, 2, or
10 units is more than that general requirement, there is no neces-
sity for increasing your capital. For instance, to-day if we were
operating as a State bank, we could take on about $800,000,000 more
in deposits without increasing our capital.
Mr. WINGO. I read some time ago a complaint of the State Bank

Commissioner of California and it was stated that there were no such
restrictions in the national bank act as there were in the State banking
law of California, and that the tendency was to put a premium upon
having national charters.
Did you read that statement?
Mr. BACIGALUPI. I did not pay any attention to that.
Mr. WiNoo. Shire you have become a national bank, you can

create as many branches as you please without a requirement as to
additional capital to represent those particular branches?
Mr. BACIGALUPI. Yes; I think that is so.
Mr. WINGO. The point I am getting at is this, that I understand

that the State law of California does have a statute governing the
matter of minimum capital for additional branches, and where the
bank already has utilized its capital base, if it wants to increase its
Operations in the way of establishing additional branches, it has to
enlarge its capital structure, and the minimum, I think, is not less
than $25,000 for each branch in California. On the other hand, under
the national banking act there is no such provision, but if the comp-
troller approves of the establishment of that branch he may, as a
condition precedent, if he so desires, say that you shall have so much
additional capital. Do you know of any instance in which that was
done?
Mr. BACIGALUPI. NO, I do not.
Mr. WINGO. At the time you had this hearing before the Federal

Reserve Board in Washington, either in 1923 or 1924, to which you
have referred, Judge Elliott represented you as attorney at that time,
did he not?
MT. BACIGALUPI. Yes, sir.
Mr. WINGO. And he was the same attorney that was formerly

attorney for the Federal Reserve Board, and I believe he is dead now?
Mr. BACIGALUPI. I did not know he was.

100136-30—vot 2 PT 11-13
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Mr. WINGO. Mr. McAdoo, late Secretary of the Treasury, was
attorney for your bank at the same time, was he not?
Mr. BACIGALUPI. Not at that particular time.
Mr. WINGO. I thought he was your general counsel?
Mr. BACIGALUPI. Not at that particular time; he was then no

longer acting in that capacity. On the occasion of this hearing at
Washington, I appeared personally.
Mr. WINGO. Now, just a few questions about the McFadden

proposal in this late bill that he has introduced. I do not underst.and
it, and I do not understand his explanation. I say that with all kind-
ness to the chairman.
As I understand that bill, if it were enacted into law and I were to

buy, after the passage of that act, 15 per cent of a State bank in Arkan-
sas that belonged to the Federal reserve system, if I already owned
more than 10 per cent of the stock of another member bank I could
be fined $10,000 in a Federal court.
Mr. BACIGALUPI. Yes, sir.
Mr. WINGO. Even though the State law of Arkansas, governing

that corporation, had no such penalty?
Mr. BACIGALUPI. Yes, sir; as I understand it.
Mr. WINGO. As a lawyer, do you believe that that would stand up?
Mr. BACIGALUPI. I do not know. I doubt it.
Mr. WINGO. Suppose that it did stand up, and Mr. McFaddir

seems to want this formation of the group banking business to be in
the hands of "strong men." I believe is his expression. Suppose
that some "strong man" did want to violate that law and get control
of a string of large banks involving millions of dollars, say like Mr.
Decker's group. He could do so if he suffered a maximum penalty
of $10,000 for the privilege of getting that monopolistic control.
Mr. BACIGALUPI. If that is the only penalty provided.
Mr. WINGO. Yes; if that is the only penalty provided, but the

other penalties now written in the statutes seem, under the present
administration, to have subsided into a state of innocuous desuetude,
and so I presume that this is an attempt to revive the statute against
monopolies. That is what I thought when the chairman introduced
the bill, but he says now that it is to guarantee strength against
weakness, but I suggest that no one need be alarmed, for it will not
be enacted into law at this session of Congress.
Now, at the time that you were talking about that struggle that

you had with two other group bankers that were trying to engage
in the branch banking business in competition with you, that weFe
trying to profit by the experience of the Bank of Italy as a pioneer in
the branch banking field, I do not think it will hurt anything to refer
to the fact that one of those companies was the Pacific
Mr. BACIGALUPI. Pacific Southwest Bank and Trust Co.
Mr. WINGO. And the other group was called the Security, I think.
Mr. BACIGALUPI. They are now consolidated.
Mr. WINGO. They are now consolidated, but you had more trouble

with the Pacific, at that time than you had with the Security, did you
not?
Mr. BACIGALUPI. Yes, sir. Mr. Stern, who became the executive

vice president of the Pacific, had for 18 months, between 1918 and
1920, been the superintendent of banks of California. During Ins
entire tenure of office, we were absolutely denied, by the use, as be
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boasted, of his "strong arm," a single permit. He justified himself
on the ground that branch banking was obnoxious, was everything
un-American and evertyhing wrong, and he could not, as the savior
of the State of California, grant us any permission whatever, and
then immediately upon his retirement from office he became execu-
tive vice president and hired our chief assistant accountant and one
of our vice presidents, and proceeded to duplicate the system of the
sank of Italy in southern California.
The CHAIRMAN. The executive vice president of what?
Mr. BACIGALUPI. Of the Pacific Southwest Bank & Trust Co. of

Los Angeles.
Mr. WINGO. Your answer to my question was a more complete

response than I had hoped for, and it saves my asking some follow-up
questions.
. What is the name of the man who is the head now of the merged
Institution?
Mr. BACIGALUPI. Mr. Sartori.
Mr. WINGO. That friction has for the most part been removed,L
as it?
Mr. BACIGALUPI. Yes, Sir.
Mr. WINGO. And there is peace now in the branch banking field

lb California?
Mr. BACIGALUPI. Peace ever since we have nationalized.
Mr. WINGO. Maybe this "savior" that was so alarmed at branch

banking has seen the error of his ways since he has gotten into the
game.
Mr. BACIGALUPI. I think he is no longer connected with the

Pacific.
Mr. WINGO. And possibly we have been relieved of his connection.
Mr. BACIGALUPI. I am referring to Mr. Stern.
Mr. WINGO. Of course, not to Mr. Sartori. I had Stern in mind,toe.
That is all.
The CHAIRMAN. In the discussion that has been taking place here,

r,eference has been made to the control of these groups. Is there in
loree in your particular organization any plan for the perpetuation
4id control of management?
Mr. BACIGALUPI. No, sir.
The CHAIRMAN. Is there a control vested in the stock in any

%Mauer?
Mr. BACIGALUPI. No, sir; no pool, no agreement of any kind. It is

11P to the stockholders of the Transamerica to clean out if not
latisfied.
a The CHAIRMAN. And, so long as successful management prevails,
141.e present management will probably continue?
• Mr. BACIGALUPI. We hope so. That has been Mr. Giannini's con-
%tent policy from the very beginning. There never have been any
l'ooling arrangements of any kind, and the stock has been scattered
441 the control at no time has been vested in any limited group.
The CHAIRMAN. Do you maintain a market through any one of your

411iliated companies on your stock?
Mr. BACIGALUPI. What do you mean by that?
The CHAIRMAN. Do you support the market on your stock, by

Ourchase or sale?
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Mr. BACIGALUPI. Generally speaking, I would say no.
The CHAIRMAN. It was quite necessary in the earlier days of your

organization, was it not?
Mr. BACIGALUPI. Mr. Giannini personally took an interest in

doing what he could to regulate it indirectly through watching the
thing, but beyond that he was powerless to go.
The CHAIRMAN. There was included in the record of these hearings

reference to a case where an affiliated holding company whose stock
was owned 100 per cent by the stockholders of a national bank owned
77 per cent of the stock of its bank, whereas the national bank law
prohibits the ownership by a bank of its own stock.
In that connection, do any of your affiliated companies hold stocks

of the Transamerica Co. for investment?
Mr. BACIGALUPI. I think one of the subsidiaries owns some shares

of Transamerica.
The CHAIRMAN. Which subsidiary?
Mr. BACIGALUPI. I think it is the Bankitaly Co. of America.
The CHAIRMAN. Is that for the purpose of maintaining stabiliza-

tion in the market price of that particular issue?
Mr. BACIGALUPI. No.
The CHAIRMAN. It is just held for a specific purpose, as a matter

of investment?
Mr. BACIGALUPI. Yes; to have it on hand in event of any prosPee"

tive consolidation.
The CHAIRMAN. Do you loan on your own stocks to any of your

affiliated companies?
Mr. BACIGALUPI. No.
The CHAIRMAN. Do your banks loan to borrowers, with Trans'

america stock as collateral?
Mr. BACIGALUPI. Not on Transamerica alone, as a rule. There

have' been certain instances where there has been some Trans;
america added to other assets in order to make the loan better,. an"
there may be some loans on Transamerica alone, but wholly witblll
the law.
The CHAIRMAN. Do any of your banks loan on the stock of arlY

of your affiliated companies exclusively?
Mr. BACIGALUPI. No, sir. There is a general rule against

doing of that where the borrower has no independent financia4
responsibility.
The CHAIRMAN. But they do permit the stocks to be pledged

along with other securities?
Mr. BACIGALUPI. Once in a while when it is deemed necessary.te.

make a loan better, we make them put up whatever Transame1 73
stock they have, but no loans are ever made to assist anyone in
purchase of Transamerica stock.
The CHAIRMAN. You spoke yesterday of certain pools that we

operating in Bank of Italy stock.
Mr. BACIGALUPI. Yes, sir.
The CHAIRMAN. A couple of years ago?
Mr. BACIGALUPI. Yes, sir.
The CIIAIRMAN. Were any of your affiliated companies membere

of any of those pools?
Mr. BACIGALUPI. I should say not; no, sir.
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The CHAIRMAN. And none of the officers or directors of your bank
engaged in any pooling arrangement in connection with those stock
Operations?
Mr. BACIGALUPI. No, sir; and, furthermore, we refused to accept

even an escrow that involved the purchase of. our stock on margin.
The CHAIRMAN. Do your banks made it a practice to loan to your

officers and directors?
Mr. BACIGALUPI. No sir; long before there was any law against it

for State banks.
The CHAIRMAN. So that none of your officers and directors borrow

from the banks with which they are connected?
Mr. BACIGALUPI. Whether there has been an exception made since

the bank has become a national bank, I am not familiar, but prior to
that time there never was.
The CHAIRMAN. But, as far as your State banks are concerned,.

none of them loan to your officers and directors?
Mr. BACIGALUPI. No, sir.
The CHAIRMAN. Nor to any of their companies in which they are

interested?
Mr. BACIGALUPI. No.
The CHAIRMAN. Are there any other questions?
Mr. WINGO. Just one other question on this proposed bill of Mr.

McFadden's.
This has been suggested, that we enacted that into law, and assum-

ing that the courts should hold that you could not thus control the
Purchase or sale of stock in State corporations by an individual,
then there would be two things that would appeal to those who
would feel that there was nothing inherently wrong in the act that
is being penalized. We frequently run up against business men who
sincerely and honestly believe that certain restrictive and regulatory
statutes are unwise and vicious, and such a man would feel that he
had two courses, one to adopt one of several obvious expedients to
get around it, and the other would be to say, if it were a national
bank, that they will convert into a State bank and will not put it
in the Federal reserve system or, if it is a State bank and in the
Federal reserve system, they will withdraw it from the Federal
reserve system and then they get out from under this proposed
810,000 fine. That is, assuming that a gentleman wanted to buy
more than 10 per cent for the obvious purpose of control and you
want to prevent that so-called monopolistic control, then it would
be the tendency to take the banking business of the country out of
the national system or out of the Federal reserve system, when the
expressed desire of most people is to bring them in and find ways
and means of getting them into the Federal reserve system.
That is one of the chief fears that have been expressed to me with

reference to Mr. McFadden's bill. However commendable may be his
Purpose for checking monopoly, which is always very objectionable
here, it is feared by some that it will have the opposite effect.
Has that occurred to you?
Mr. BACIGALUPI. It had not ocourred to me specifically, but I fol-

low you.
Mr. WINGO. Is there some possibility of that being the result,

in your judgment?
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Mr. BACIGALUPI. Since you mentioned it, I think so; I think that
it is very likely that that would be the result. As I understand the
bill, it penalizes the member State bank or the national bank, does It
not?
The CHAIRMAN. It applies to member State banks of the Federal

reserve system and to national banks exclusively. It could not reach,
of course, nonmember State banks.
Mr. BACIGALUPI. It would not reach the individual who did the

purchasing, would it?
MT. WINGO. Yes; it would.
MT. BACIGALUPI. Would it?
Mr. WINGO. Yes. The language is that:
After the approval of this act, it shall be unlawful for any corporation, evert'

nership, individual, or trustee to purchase or otherwise acquire—

even by inheritance—
more than 10 per cent of the shares of stock in the capital stock of more than one

member bank of the Federal reserve system.

and so forth.
Mr. BACIGALUPI. That is true, but if this member State bank

withdraws from the Federal reserve system prior to the sale or the
acquisition by the individual, or converts from a national to a State
bank, then that individual is not buying 10 per cent of the stock of a
member bank or of a national bank, is he?
Mr. WINGO. That is the very point I had in mind. It would have

a tendency to drive national banks out of the national bank system
and State banks out of the Federal reserve system. Then, if he dIcl,,
own more than 10 per cent in one, and he wanted to buy more than
per cent in another, and he came to you or to me as lawyers and sa. icl
that he wanted to do that and that it would help the banking situa.tten
to do it but that he did not want to pay $10,000 penalty, we might
say:
Oh, well, take one of these banks out of the Federal reserve system and let the

other one act as the sewer through which you will drain the benefits of the Vete!"
into it.

That is what I am afraid of. I am afraid that, instead of bringMg
the banks under the control of the Federal reserve act, this legislation
would have a tendency to drive them out.
I may be in error, but I just wanted to suggest that as a possibility.
Mr. SEIBERLING. I would like to ask one or two questions.
I am very much interested in the interest rate that we were, dis-

cussing, and I am wondering if you would be willing to submit. te,
this committee, but not to be printed in the record, the detailel
operating accounts of your banks, together with the comments. 0'
the auditor submitted to your board of directors each year since
your organization?
Mr. BACIGALUPI. I think we have in that consolidated report done

that. It contains everything for the last three years. There le 11,11
Exhibit M, Mr. Congressman, which is an authentic copy of t.ue
bank's usual semiannual supplemental report of earnings, operat1 4
ratios, and so forth, prepared for the information of the bank's due'
executives. Mr. Vincent, our cashier, tells me that that covers it.
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Mr. VINCENT. For comparative purposes, there are three semi-
annual periods.
Mr. SEIBERLING. From the first, since you organized the Bank of

Italy?
Mr. BACIGALUPI. We nationalized in 1927, so that you would have

it from the time we were a national bank, and that is already in the
record.
MT. SEIBERLING. That is all.
The CHAIRMAN. In view of the discussion which has taken place

here in regard to my bill recently introduced, I would like to say this,
that this bill was introduced at the time for the purpose of bringing
to light particularly this situation that had come about because of
the discussion of this particular phase of this subject before this
committee, which has tended to point out to the public at large the
Opportunity for irresponsible people to acquire a group of banks and
attempt to build up in this country an independent organization.
Now, of course, in the framing of this bill, which was done hurriedly,

I did not cover every angle of the thing. I was trying to point out
the possible danger of a development of that kind. In the present
state of the national banking law and of any other statutes that may
be applicable, this exploitation is permitted to continue and, so far
as I am personally concerned, I would like to see the 

continue,
pro-

tected in some manner. It may be that it is impossible to do it by
legislation. Congress is shortly going to adjourn and, before Con-
gress convenes again, if the pace that has been continuing for some
time past goes on, when this committee or the Congress again takes
up this subject in the fall it is going to find a very different situation
to deal with than at present.
Now, whether it is wisdom on the part of the members of this com-

mittee and of the members of Congress to leave this thing wide open
and go back to our homes and let these groups proceed uninterruptedly
and change the whole trend of our banking situation or not is still
Yet to be determined. My own thought has been that the introduc-
tion of this bill would bring forth discussion which might result in
some proper solution, if there was danger of that situation, and
correct it.
I think that is about all I care to say about that particular subject

at this time.
I think now, Mr. Bacigalupi, that we have finished with you, at

least for the time being.
Mr. BACIGALUPI. Thank you.
The CIIAIRMAN. And we appreciate greatly your appearance here

and the frank way in which you have presented your case, and I
extend to you the committee's thanks.
Mr. BACIGALCPI. I wish, in return, to thank you and the committee

for your patience, and to reassure you that I have made every effort
to be full and frank in everything I have presented to the committee.
The CHAIRMAN. The committee stands adjourned.
(Thereupon, at 1 o'clock p. m., the committee adjourned until

Thursday morning, May 8, 1930, at 10.30 o'clock.)
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THURSDAY, MAY 8, 1980

HOUSE OF REPRESENTATIVES,
COMMITTEE ON CURRENCY AND BANKING,

Washington, D. C.
The committee met in the committee room, Capitol, at 10.42

o'clock a. m., Hon. Louis T. McFadden (chairman) presiding.
The CHAIRMAN. The committee will come to order.
Mr. A. P. GIANNINI, the head of the development of what is now

the Transamerica Corporation, originally the Bank of Italy, is
Present.
Mr. Giannini, your associate and technician, Mr. Bacigalupi, has

presented to the committee the details of the development of your
banking operations up to the present time very lucidly and very
completely. However, we recognize you as the directing head of
this development from which you have so recently retired as the
active head, and at different times in the past, pertaining to the
subject of the development of your banking operations, particularly
With reference to the novelty of the plan and the development of
chain banking and group banking in its various aspects as affecting
the national banking situation and the Federal reserve system, your
activities have frequently been brought to the attention of this
committee, but this is the first time that we have had the pleasure of
Your presence.
We are very glad indeed to have you here, and because of the im-

Portanee of your organizations there is much that you can give us
relative to the study on which we are now engaged, on the subject
Of branch, chain, and group banking, a development which at this
time is proceeding rapidly and which tends to indicate a possible
change in the whole make-up of our financial system.
We want you to feel at ease and hope that you will give us the

benefit of your observations as regards this particular development
Which is so important to our whole financial problem in the United
States, if not throughout the world.
I hope you will be perfectly frank with the committee and if there

IS anything you feel you would rather say to us off the record, we
have permitted other witnesses who have appeared before the corn-
Mittee to make statements off the record, and if in the discussion
that you are going to participate in here to-day you feel that there is
something which should be said for the benefit of the committee
behind closed doors, I will be glad to present that to the committee
for action.

STATEMENT OF A. P. GIANNINI

Mr. GIANNINI. Thank you, Mr. Chairman.
There is not anything that I can add to what Mr. Bacigalupi has

told you in so far as the Transamerica Corporation and the Bank of
1,535
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Italy are concerned. If you want me to talk about my experience
with them, all right; but in so far as the Transamerica Corporation,
the Bank of Italy, and the Bank of America of New York are con-
cerned, I do not want to be considered as representing them at this
meeting, but as representing myself only.
The CHAIRMAN. I might say that if it is your wish to be permitted

to make an uninterrupted statement as to which the members of the
committee may want to ask you certain questions, you may do so if
you desire, and I might add at the outset that there are one or two
phases of this development of yours which will be of particular
interest to the committee.
Mr. Bacigalupi referred quite briefly both in his prepared state-

ment and in response to questioning yesterday to the difficulties
which you encountered particularly with reference to the banking
department of the State of California and the Federal reserve system
here in your earlier days. Since then, however, many of those dif-
ficulties have been overcome, but you have largely extended your
operations by the acquisition of your interests in New York and the

concentration of your control in the Transamerica Corporation, where
you have centered in a holding company practically the control of
all of your various operations, which were so lucidly set out in the
statement made by Mr. Bacigalupi.
We would like, I think, as a committee to have you explain anY

details of your plan in taking the New York interests mto
operation, what effect that had on the Federal reserve system, eau
what your contacts and connections with that have resulted in.
I am just giving you that as a brief outline of what I think will be

of particular interest to us at this time.
Mr. GIANNINI. As I said before, I do not want to be talking Rir,

the Transamerica Corporation, the Bank of Italy, or the Bank (31
America of New York.
I will say that in 1918 we entered New York through the purchase

of the East River National Bank, so that the acquisition of the Beak
of America in 1928 was not anything new in so far as the Trans;
america Corporation was concerned and was merely for the purpose ol
facilitating and enlarging our existing operations there.
The CHAIRMAN. Would you care to make an introductory state-

ment?
Mr. GIANNINI. I have not any statement to make. I am just here

to answer questions. If you want to ask me as to my experience,
as to what I may think of branch banking, all right; but so far as the
corporations are concerned, I have retired, as you know, and I d°
not want to speak for them to-day or at any other time.
The CHAIRMAN. Mr. Bacigalupi referred yesterday to the scope 0f

your original plan and the carrying out of that plan as being rather
broad 
Mr. GIANNINI. Whatever he says I will back up.
The CHAIRMAN. He made the statement that you were prepared,

if the law permitted it, to establish branches not only throughout the
United States, but that you saw no reason why, in caring for the needs
and requirements of your customers, you should not have brancbe:
throughout the world, not necessarily centered in New York, he
wherever outside of New York you saw fit to continue.

a.

th
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Mr. GIANNINI. I might say this, Mr. Chairman, that if you want
to compete successfully in this business, as is the case in any other
business, you have to have a bank in New York. If you will look up
the standing of the Bank of Italy you will find that it ranks sixth,
seventh, eighth, or ninth in commercial bills and acceptances. We
Would have difficulty in getting that business unless we had a New
York connection, and we never could have secured that business as
a unit bank. In the Bank of Italy to-day, as you know, we have
nearly 300 branches, and we would not have anywhere near the
business that we have if it had not been that the Bank of Italy was
big enough to handle it. We to-day rank near the top, along with
the big New York banks, because of the manner in which we are
doing business, and we are keeping that business on the coast and to
that extent lessening the importance of New York.
The CHAIRMAN. I would like to ask you whether, in view of your

retirement as the head of the Transamerica Corporation, this change
of leadership, by the election of Mr. Walker, will mean that your
head office will be in the city of New York?
Mr. GIANNINI. No, sir; the office of the president is in California.

Mr. Walker is chairman of the board of directors, Mr. Monnet is
'vice chairman, and Mr. L. M. Giannini president of the Trans-
america Corporation. Mr. Monnet is in charge of the European
operations.
The CHAIRMAN. So that the directing head of the Transamerica

Corporation is still in California?
Mr. GIANNINI. Yes, and Mr. Bacigalupi is a vice chairman of the

Transamerica executive committee, and he has been in close touch
With its affairs from the very beginning.
The CHAIRMAN. Mr. Fenn, have you any questions that you

Would like to ask?
Mr. Fenn. Very few. Mr. Giannini, you and the Bank of Italy

are pioneers, are you not, in branch banking in this country?
Mr. GIANNINI. I think in state-wide branch banking, yes: that is,

the Bank of Italy is the pioneer. ,
Mr. FENN. And youhave extended that system now to New York?
Mr. GIANNINI. Yes, in 1918.
Mr. FENN. And, of course, you would not be in it unless you were

thoroughly satisfied that it is a proper banking system, and the only
question I care to ask in relation to that is this: This system, I
assume, has worked satisfactorily to your customers, to your de-
Positors, to your stockholders, and to the public in the course of the
Years in which you have had charge of that great enterprise, and I
Want to ask whether, in your opinion, that system should be extended
to parts of the country which do not at the present time admit that
branch banking is a proper system of banking? In other words,
would you endeavor to put it into certain parts of New England?
Mr. GIANNINI. I would make it nation-wide and world-wide. It

is coming, gentlemen, and you can not stop it, and you are bucking
op against a stone wall if you try. You can not buck natural eco-
Oomic forces. You can not keep village blacksmiths, stage drivers,
and wagon makers in the game. The wholesale grocery house and
the investment banking house have to make way for better methods.
Mr. FENN. You would impose, if you had the power to do it, your

8Ystem on the State of Connecticut, which is a very rich State,
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although small in area, and which has very strong banks and which
has had very few failures of banks? The numerous failures which
seem to have occurred throughout the country have not occurred,
generally speaking, in Connecticut, and perhaps not in New England
and the East.
Would you impose, if you could, your system on the State of

Connecticut?
Mr. GIANNINI. Well, I do not know what you mean when you all

"impose," but if Congress permits banks to have nation-wide branch
banking, it is up to the banks to do it.
Mr. FENN. Do you think that it would be a good thing for Con-

necticut, using that small State as an illustration?
Mr. GIANNINI. I think it would be a good thing for Connecticut

to have a branch banking system; yes.
Mr. FENN. Despite the opinion of the State of Connecticut that

it would not be a good thing—and there are very experienced bankers
in Connecticut.
Mr. GIANNINI. There are very good bankers in New England.
Mr. FENN. And strong banks.
Mr. GIANNINI. And strong banks.
Mr. FENN. And the percentage of failures has been very small.
Mr. GIANNINI. But New England would have been very much

better off in the last few years if it had had nation-wide. branch
banking.
Mr. FENN. In what respect?
Mr. GIANNINI. Your textile business and leather business would

have been better.
Mr. FENN. Very few things have been bad in New England. Our

textiles have been bad, but that has been universal throughout the
country.
Mr. GIANNINI. I am only expressing my opinion.
Mr. FENN. I want your opinion, and I am not arguing with you at

all.
Mr. GIANNINI. I understand that.
Mr. FENN. Then you are thoroughly committed to the idea of the

branch banking system as being the best for the country?
Mr. GIANNINI. No question about it; absolutely no question,

especially in these days of rapid communication and rapid transporta-
tion, when your small towns are drying up and there is going to be
less and less need for these small banks.
Mr. FENN. Why is it that in Connecticut in the last five years a

great may small banks have been instituted and organized?
Mr. GIANNINI. Perhaps you have suburban towns in Connecticut

that are growing, and in growing towns that is all right.
Mr. FENN. As a matter of fact, to-day there are very few suburban

communities there.
Mr. GIANNINI. Are these towns that you spoke of growing towns?
Mr. FENN. They are growing as the Nation has been growing int

population, but these towns that I speak of practically are adjacen
to the city of Hartford, right within the limits.
Mr. GiaNNirtr. Do those banks give a complete banking service?
Mr. FENN. I know of two excellent banks there, one in the WO°

in which I live and one in West Hartford, and each one is as strong
as it can be within its limitations, and when the stock of those bank°
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is put out, the capital may be at $50 a share but it is put out at $125,
or, if the capital is at $100 a share it is put out at $225. In other
words, they start as strong banks.
Mr. GIANNINI. They are making money?
Mr. FENN. They are making money despite the large banks ad-

jacent. I am wondering whether you think your system would be
of advantage to a community such as the one of which I speak.
Mr. GIANNINI. I think so. You would give those communities

Immediately banks with metropolitan facilities; you would give them
trust departments, securities departments, and so on, and they would
be able to give a service that small banks can not give. I do not
know how small these banks are—$20,000 or $25,000?
Mr. FENN. No; $150,000.
Mr. GIANNINI. But there are some $20,000 banks in the country

with capital of less than $100,000.
Mr. FENN. I am speaking particularly of New England. I do not

think that we have any banks with as small a capital as that.
Mr. GIANNINI. In this country to-day there are many banks with

$5,000, $10,000, $15,000, or $20,000 in capital, and I can not see
how a small bank, especially in a town that is not growing and that
has facilities of communication with nearby and larger cities, can
make any money in these days of high costs of operation. Your
banks are paying just as much interest to-day as before the war and
are getting no more interest on loans to-day than before the war.
Mr. FENN. Your premise, upon which you make that statement, is

outside of New England, is it not? Are you familiar with conditions
In New England?
Mr. GIANNINI. I am not at all familiar with New England; I

admit that. I say this, that if you have nation-wide branch banking,
You will get away from this Wall Street influence that we hear so
much about. Let us say that we had nation-wide branch banking,
you would have on the boards of directors of those institutions men
in sympathy with agriculture, oil, livestock, and so forth, because
naturally if those directors came from banks in the tenth and eleventh
districts they would have representation on the New York boards
and you would then have men in New York in sympathy with the
rest of the country, and they would see that the rest of the country
got what it deserved.
Mr. FENN. Have you looked into Mr. Pole's proposition as to

trade areas?
Mr. GIANNINI. No, sir. There is only one way to do this business.

If you are going to let the banks do branch banking, give them the
same privilege that other busmesses have.
Mr. FENN. Your reference to San Francisco and to the branch

banks meeting the necessities of the coast in the way of banking was
insomewhat line with Mr. Pole's proposition for trade areas. Other

trade areas might be, for example, St. Louis, Chicago, and so forth.
Mr. GIANNINI. That might be a good beginning, but I see no,

reason why you folks should not start right in and permit banks to.
do what other businesses are doing. For example, the automobile'
business is on a nation-wide scale; the accessory business is on a
nation-wide scale, and to-day a farmer goes to town to buy goods
from Sears, Roebuck & Co. or Montgomery Ward & Co.; or he goes
there to see a moving-picture show. All of these businesses are on a
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nation-wide scale, and why in the world should not banking be on the
same basis? If you do that, you can have experts at tke heads of
the various departments and give a better service to the public.
Mr. FENN. And the small communities will be taken care of by the

branches?
Mr. GIANNINI. The small banks in the small communities to-day

are drying up. A man goes to the larger town, driving in over the
good roads we now have, to transact his business and do his market-
ingz and perhaps see a picture show, and he does his banking while
he is there.
Mr. FENN. But up in New England they carry the moving pictures

to the small towns.
Mr. GIANNINI. All right. But even your moving-picture 'business

is on a nation-wide basis. In the old days a farmer or a merchant
who had a bank was competing with another fanner or merchant
running a bank; but to-day he is competing with experts, and the bank
having the experts gets the good stuff and the other bank the poor
stuff. Likewise, in the old days your power company, your gas com-
pany, and your street railroad company would want a franchise, god
the bank had a hand in everything that happened; but to-day those
perquisites are gone. The pubhc-service corporations are now
nation-wide. You can not do to-day what you did in those days,
when banks were used more or less to feather some one's nest. In the
old days a man with a family could live well on $250 a month. To-day
I do not see how in the world you can make a decent living out of a
small bank and pay salaries large enough to keep good men in those
small banks, to meet the competition they have to face. How can
you expect a farmer to run a bank successfully against the trend of
the times? I can not see it.
Mr. FENN. Along the same line, do you think that the same doc-

trine would apply to insurance companies, life and fire?
Mr. GIANNINI. They are nation-wide; world-wide.
Mr. FENN. They are nation-wide.
Mr. GIANNINI. To-day you have farm troubles. I dare say thilt

you would come nearer a solution of your farm troubles if you had 15
or 20 large banks that cooperated with the Government. For instance
to-day the Farm Board is trying to do a lot of things that call for th,e
cooperation of the banks. If you had large banks you might be able
to go to these banks and say; "Cooperate with us; don't lend or;
land that is not fit to grow prunes, that is not fit to grow peaches, an°,
so forth," or "Don't lend over so much on this, or that," and thing? 0'
that kind, and you might be able in that way to kill over production
Mr. FENN. Do you think it would be wise for the Government, or

proper or useful, that there should be a control of these holding cool'
panies?
Mr. GIANNINI. I do not believe the holding companies are the

best solution, but the holding company is a better proposition than
the unit bank. There is only one way to do banking, and that is o1 6
branch basis, with one capitalization, one charter, and one responsi-
ble organization. I do not know what you really mean when You
talk about 'chain' banks.
Mr. FENN. Group or chain.
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Mr. GIANNINI. They are supposed to be the same thing, are they
not? Chain banks are not the same as chain stores.
Mr. FENN. Or chain hotels.
Mr. GIANNINI. Chain stores or chain newspapers are in reality

branch organizations. The Hearst papers are probably owned by
one corporation, and the chain stores, like Woolworth's, have one
organization, one head, one board of directors. But when you talk
about chain banking, you mean something of a different character.
As a matter of fact, I do not think there is such a thing as chain bank-
ing. Group banking is probably what you have in mind; holding
company banking. Chain banking—if you use the word "chain'
to mean what it does in chain stores is nothing more nor less than
branch banking. Chain stores are branch stores, such as the Atlantic
& Pacific and Woolworth's, and Liggett's drug stores. You can not
get away from the necessity for the same thing in the banking busi-
ness. The automobile is here and with the congestion in the bigger
cities, you have to have neighborhood banks you have neighborhood
Moving-picture houses, or neighborhood stores and so on down the
line. Why in the world should we not have banks, and strong
banks, where good banking service is needed?
To-day in California we have in the State something like 4,000,000

Population. Yet because of our branch banking system we are
able to do things out there that they are doing elsewhere only in cities
of 5,000,000, 6,000,000, and 7,000,000. The city of San Francisco,
had a $41,000,000 bond issue for its water system, and the Bank of
Italy handled the whole thing. I think you will find that Mr. Rand,
at Buffalo, can do the same thing. And let me say here that I think
in what these large banking systems in cities such as San Francisco,
Buff alo, and so on, can do, you have the answer to the question
raised by those who fear that Wall Street is going to control all the
Money. Mr. Rand has probably $400,000,000 at his command, and
Why in the world should he want to go to Wall Street and put himself
under one of these New York bankers? He is going to handle his
own affairs and keep all the business he can in Buffalo.
Mr. FENN. Make their own trade area?
Mr. GIANNINI. Absolutely, and he is going to do things for the

district that never could have been done before.
The CHAIRMAN. In that connection, Mr. Giannini, Mr. Rand was

before us here and he explained the scope of his business.
Mr. GIANNINI. Mr. Decker, at Minnespolis, has an organization

With $400,000,000 or $500,000:000, and I do not know why he should
Want to go to New York to float securities. He is a bigger man at
,the head of his own business than he would be as vice president of it
Dank in New York.
The CHAIRMAN. Practically all of the representatives of these

groups that are being built up now have admitted their existence toe due to the legislative restrictions now existing. I think without
exception that every man who has testified before this committee and
Who is engaged in group banking has told the committee that it was a
Makeshift and that he would prefer to do a branch banking business to
it..a 1:4•oru. pGbuaNnNkiniNgi. boufsinesus

rs. e, it is a makeshift, but it is a mighty
R. ood thing that they did what they did, because as a result of it you
have a healthier banking situation to-day.
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The CHAIRMAN. In other words, you approve of the development of
groups?
Mr. GIANNINI. Absolutely, and there is only one way to control

it, and that is to give the Comptroller of the Currency the right to
examine a holding company. If he says that it is all right then it
ought to continue to buy banks until such time as you have branch
banking. If you have a good strong holding company, it is much
better than to have small, weak, banks in the hands of small, Weak
stockholders.
The CHAIRMAN. In other words, you would give the Comptroller

access to holding companies?
Mr. GIANNINI. I would give him the right to examine them. That

was the law in California before we became a national bank. When
ever the Bank of Italy was examined, the affiliates were examined,
too, and I think that that is one of the things that should be done.
But when you do that, perhaps you should say that the holding
companies should have a capital investment no smaller than
$2,000,000 or $3,000,000 and that for each new bank that they take
on they must have additional capitalization, according to the deposits
that they take over, in order to protect the public. By such regulation
you are then giving the public better security than you do under the
present unit system.
The CHAIRMAN. Mr. Lord testified before this committee to the,

effect that he did not think it was possible for a unit bank to was'
successfully in towns of less than 10,000 population. Would You
concur in that?
Mr. GIANNINI. Well, I do not know. I have not looked into that.

I am not a very good man at figures, but I do know this, that branches
might exist in towns of perhaps 2,000 or 3,000 population, or even les!,
because they will sell securities, do a trust business, and so on. I a°
not see how any bank with simply a good commercial and savings
business can make a go of it in towns with less than 5,000 populatin
The CHAIRMAN. In other words, your thought is that if we ha;

nation-wide branch banking in this country, these small towns allu
hamlets scattered all over the country, which are now served in ma53:1
instances by banks unsuccessfully operated and failing, could an
would be served by branches?
Mr. GIANNINI. I should say in all growing towns, yes. As to

towns that are drying up and that will eventually disappear, thel
might be served with the idea that when the time comes that the
business is no longer profitable it would then be transferred to the
nearest branch. They could in that way afford to keep offices
those small towns where the independent bank could not, because,
the branch did not turn out to be a profitable venture, the bras 
bank could move those deposits over into the next branch.
The CHAIRMAN. If branch banking on a nation-wide basis were

permitted, do you visualize a development of them from one center;
or would you see this development in groups throughout the countll'
Mr. GIANNINI. In groups throughout the country. I am sure You
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would have large banks in several sections of the country. th
The CHAIRMAN. Do you see any possibility there of a centralized ar

control of various groups? eq

Mr. GIANNINI. I do not know; I do not think so. You have threl, ae
or four enormous banks in New York, and they could not take in all
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of the banks of the country. There are probably in Chicago 75 or
100 banks. I do not know how many a single one might take in, but
I do not see how they could absorb everything.
The CHAIRMAN. You would think that certain classes of banking,

even though branch banking were permitted on a nation-wide basis,
Would continue to exist?
Mr. GIANNIN/. No doubt about it. First of all, we must get rid

of the idea that there is going to be a money trust. There is not a
Money trust in Europe, and yet they have had branch banking
there for years. You can get money cheaper in France to-day and
It always was cheaper in England since the war than it is here. You
have a tariff on farm products and other things, but you have no
tariff against money. In the event money should get too high in
this country it would come into the United States from all over
the world. It is ridiculous to say that this country could have a
koney trust. You might have it through international arrange-
Inent, but never could you have a money trust otherwise.
Let us say that somebody has a good loan in Lincoln, Neb.,

and it would cost 8 per cent to get it from the bank there; Chicago
or New York could make the loan for 5 per cent. A man does not
have to do banking in a particular town in these days of good roads
and good telephone service. There can not be any such thing as a
Money trust in these days in so far as controlling rates is concerned.
The CHAIRMAN. Do you see any possibility of that coming about

through the Bank for International Settlements?
Mr. GIANNINI. I have not had a chance to study that; I would

rather not go into it. I have certain ideas, but I do not think I
Would want to express them at this time because I have not gone
into that question as thoroughly as I might. I am going over to
Europe and will look into things a little bit, and if I get any infor-
illation, I will impart it when I get back.
The CHAIRMAN. The Comptroller of the Currency has outlined, as

You know, a plan proposing the extension of branch banking to trade
areas. I infer from what you have said here that you would prefer
to see it nation-wide rather than limited to trade areas. Do you see
,iiny difficulties confronting the establishment of nation-wide branch
thinking now?
Mr. GIANNINI. None at all. To be consistent, you certainly should

Permit banks in this country to have branches here, as well as to have
them in Europe and China and Japan. This country is allowing
branches of its national banks to be established in every part of the
World except our own. Why should not New York banks have
branches in New Jersey or Connecticut or anywhere around through
there just as logically as in some foreign country?
The CHAIRMAN. That is all.
Mr. Wm°. As I gather, Mr. Giannini, you feel that the changed

Conditions in the United States by reason of improved means of
Communication and transportation have enlarged the field of activity
of the bank just like it has of the store and every other business, and
I.that that has increased the competition between communities as well,

and that in the sharp clash of that competition the larger and the best
equipped and more economically run unit is going to take the busi-
ness?

100136-30—voL 2 rr 11-14
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Mr. GIANNINI. No question about that; absolutely no question.
Mr. WINGO. You have not discovered anyone who feels that there

is any reason why a banker should maintain his capital in the bankiq
business after it becomes unprofitable, any more than a man shoula
keep it in the automobile or steel business or anything else? In the
last analysis, if a bank in a town does not pay its stockholders, sooner,
or later they are going to liquidate, unless local pride or some local
necessity causes the business men to maintain the institution that is
unprofitable—is not that true?
Mr. GIANNINI. Lots of them would liquidate today if they could,

but they have loans that they can not cash in on. That is why theY
stay in business. They have to wait until such time as they can ge. v

in shape to liquidate. That is the situation as it is, particularly in
the farming sections.
But if you had branch banking, then these little town banks could

become part of a big bank and turn over their paper and get cash for
it, which they can not do now.
Mr. WING°. I do not know whether you mentioned this, but e

Feat many people who appeared here have referred to the failures
in recent years of so many small banks in small towns. In my studY
of that question, I have learned to have a great deal of respect for

the conclusion of one gentleman who appeared before the committee
and who said that in many instances it was the towns that failed
before the bank failed.
Mr. GIANNINI. That is true.
Mr. WINGO. In other words, that business had dried up, and it is

the same as the situation where the business of the local merchant
has gone to the larger store in a larger community. The system el
highways we have today and the automobile have caused manY
small merchant to go out of business, and that same cause is resP011"
sible for many of the local banks going out of business.
Now, something was said about the size of a town in which a bank

could be profitably maintained. While as a general proposition it
is true that there is some direct relation between the size of the cow'
munity and the size of its banking activities, yet there are exceptions/
and I suspect you will admit that there are small towns where their
banking resources and their natural wealth are a great deal larger
than in other communities having a larger population. That is true,
is it not?
Mr. GIANNINI. Yes.
Mr. WINGO. For illustration, we will take a town that is located

in a very rich farming community. In addition to being located in
a rich farming community, there may not be many competing to"n°
nearby, so that its trade territory is larger, and it may have larger
banking resources and the banking business would be more profitable
in that town than maybe in some other town of possibly eight or ten,
times the population but which latter town has a larger number er
other towns surrounding it, the people in which are maintaining their
local merchants. Then, too, it may be that the farming businees
runs a great deal poorer in the territory surrounding the larger town,
because it might be in a hilly country where farming is not so PO"
ductive.
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But it is your opinion, is it, that the main reason why the countrysank is failing is because the business is leaving and going to the
larger centers, and naturally the banking business has got to followthe other business?
Mr. GIANNINI. Yes, and because of poor methods.
Mr. WINot). Poor ntanagernent?.
Mr. GIANNINI. First of all, this is what is happening in what you

'call the chain-store business or the branch-store business. In the
Old days, the corner grocer had both the cash and the credit customers,
did he not? To-day what has he left but the credit customer? In
order to make money, he has to charge that credit customer enough
to offset his losses, but the chain store has only the cash customer,
,huys in larger quantities, and has a lower overhead. . So I do not see
now the corner grocer can compete against the chain store, for the
Corner grocer has left, as I said, only the credit customer. The same
Is true with respect to drug stores and shoe stores, for they can not
compete with the merchant who gets the cash business. How can
they buck against that? I do not see how they can do it, and in
,ttie same measure I do not see how the small unit banker can justify
ols position economically, as against branch banking. I believe
branch banking should be extended on a nation-wide and world-wide
basis, for if you do not have direct branch banking you are going to
have it indirectly through holding companies.
Mr. WINGO. In other words, whether wise or unwise, you feel that

91e economic trend, the trend of business and of the industrial world,
la toward this concentration, into larger units, with the alleged
resulting economy, more efficiency, and the contended ability to
sPeure more capable executives? You feel that that is a natural
trend that is bound to assert itself, and that that business structure
Will naturally be attracted to a credit structure which serves it andO n which it may depend?
, Mr. GIANNINI. No question about that; you are going to have in
oanking something along the line of the department store; you are 

ikoing to have banks that can give n the .financial field just what the
clepartment store gives in its line. That is bound to come.
Mr. WINGO. We understand that you m have retired from the active

toanagement of the organization of which you are the builder, and
one reason why we ask you questions is that we realize that you are a
an that has succeeded in this business; you are the pioneer in branch

banking and if anybody knows it, you ought to.
Based upon that experience and your observation, can you conceive

of any practical reason why you should confine banking operations to
the arbitrary political line of a State any more than you would confine
the automobile business or the grocery bus.mess.to those political lines?
, Mr. GIANNINI. No. The more diversification you can have, the
Petter. The trade area perhaps would be a good start to try it out—
Just a beginning—but it would seem to me that if you are going to

ido this thing, it would be better to do t right. You have laws on
the books passed 50 years ago that do not meet the conditions of the
times at all; that do not meet the new conditions, and I see no reason
Why, after you have studied this question thoroughly, you should
!lot take whatever action is necessary to give banking the same privi-
leges that other businesses have. So long as a bank has the required
capital, I see no reason why it should not be permitted to expand.
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Remember this, that a large bank, a bank with $100,000,000 capital,
or $125,000,000 or $150,000,000 capital, with many branches, hes,
many eyes, and long before its business goes bad the management will
hear about it. You have clearing houses, the Federal reserve son
national and State examiners likely to call a halt before its affairs
become too tangled. On the other hand, thete are no eyes at an on
the small bank except the examiner, and (in a one-man institution;
with no department heads) everything that man running the small
bank does is under his hat.
With a large bank you have it departmentalized with many eYe.s

and many people with their fingers on the pulse, so that really it is
difficult to do the things that you can do when one man is the whele
works, as used to be the caes before there were any large banks, in the
old days.
Mr. WINGO. In other words you subscribe to the theory that some

men in business and in banking hold, that in a branch banking sYsteln
that is unlimited as to its territory, by the very nature of things
within that organization there are certain self-protective interests
that are self-corrective against abuses and that they are really raore
efficient than any regulatory or prohibitory statutes passed by legie"
lative bodies?
Mr. GIANNINI. You are right. Let me point out to you one advan-

tage that, we have over some of the foreign branch banking systelns•
I remember years ago going up on the Soo Line to Medicine Het,
which was just opening up. There was a Canadian bank on the
ground, with no local officers, no local directors, no local people ow
nected with it. That same system has been in effect elsewhere'
But in California we go out and purchase an established institution

with local officers and a local board of directors who see to it wile°
they come into the system that their section of the country gets
square deal and who are on the job to see when things go wrong;
They are not men sent down there to run that bank, but the nt
president or vice president of the bank continuing on and wit'
their money invested in the business, of which they have become 6
part.
In this case of Medicine Hat, they may have had no stockholdell

in that section at all, but when we went down, as an illustration, en'
took over an institution like the First National Bank of Fresno,
roll of honor bank, of which 0. J. Woodward was president we could.
not tell Mr. Woodward to do things that he though were unsoull
The same thing was true when we took over Mr. Foster's bank 111
Ventura and Mr. Teefy's bank in Stockton and in the various other

cities where branches were established. Mr. Woodward and Mwr"
Teefy and Mr. Foster became a part of our institution when theY ss
how we did our business, they became so enthusiastic about it that'
they got other people in the neighborhood to become interested ill our
bank as stockholders.
Mr. WINGO. Based upon your experience, you know that one of the

chief objections 
MT. GIANNINI. May I interrupt?
Mr. WINGO. Yes.
Mr. GIANNINI. That reminds me that when we took over the Fire.

National Bank of Fresno, I think they were charging from 9 per ØO1

to 12 per cent interest for loans, and we announced in the newsPaPe'
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that all loans that were then out at from 9 to 12 per cent would be
reduced to 7 per cent, and we did reduce them to 7 per cent. We did
that also in many other cases.
Mr. WINoo. That is one point that I was going to ask you about

later, but I will take it up now.
, Based upon your experience and actual practice in developing a
branch banking system in California, what was the effect upon
Interest rates, first on interest rates on loans?
Mr. GIANNINI. A reduction nearly everywhere. A country banker—

and there are a lot of good country bankers and some poor ones; I do
not want anybody to get the idea that there are no good country
bankers 
Mr. WINO. This committee has found out that there are really

tuore banks in the country than banker-,,, and you can proceed on
that, theory.
Mr. GIANNINI. As I started to say, a country banker has a hard

,tirne making a profit in his limited field. Expenses run up and the
banks are put to it to show earnings. Naturally the tendency is to
Charge as high a rate as possible on loans-10, 11, and 12 per cent,
and in some cases they even charged commissions. We are tickled
to death to get good loans at 7 or 6 per cent, and in the big cities at

or 5 per cent.
Mr. WImoo. This contention has been made, and I want to get

Your answer to it. You reduced the rate for either of two reasons;
either you wanted to help the community by giving a lower rate, or
You had surplus funds that you wanted to put out and by making
bargain rate you were able to do it. But the contention has been

triade that you did that for the purpose of stifling the competition of a
Unit bank left in that territory.
Mr. GIANNINI. No unit bank in California can accuse us of that;

,,hat, is not so. It is our position, and has been from the first, that
tkigh-priced loans, or high rates of interest on loans, are not desirable,
for you are putting the borrower out of business if you charge 10 or
12 per cent, which he can not stand. We contend always that a man
Who has to pay 10 or 12 per cent is usually a poor risk. The man that
Will fight hard to get cheaper interest rates is the one that we want
!O loan money to, and if he is willing to pay any old price, look out.
4 is these high-priced loans throughout the country in small banks
that are causing trouble.
Take the big banks; the sounder bank in the community will take

the 6 per cent loan, and the small bank that is not wise takes the 10
or 12 per cent loan because it has to do it to make a showing on the
Profit end—without considering the losses that will wipe out the
difference in the interest rate.
Mr. WINGO. Is not this true, that some of these communities that

You are operating in are possibly more highly developed than in some
of the other States; that in some of these smaller communities in the
,ftgricultural States they have not yet developed their industrial possi-
Dllities and that a scarcity of capital and the high cost of doing busi-
Peas are both factors that determine the rate, independent of the risk
itself? For illustration, there are some conununities where they
Charge 10 per cent or 8 per cent without regard to the risk. In other
Words, if you went into the bank to get $500 and put up a $1,000
Government bond, they would charge you their current rate for all
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loans, and in most of these smaller country towns in my district
they have a fixed rate to all customers at all times of the Year'
They contend thttt they have a scarcity of capital in that communitY
and that they can not exist except upon that rate.
Mr. GIANNINI. It is not sound banking when they do it because--

and Mr. McFadden will bear me out—these men who borrow have
varying accounts; you will have one man who will keep a good, bal-
ance—he may have a savings account, and he may bring in his fnends
and employees to do business with your bank, thus increasing Your
business. He is naturally entitled to a better rate, and I can not sea
why any bank should indiscriminately charge 10 per cent to good and
bad. You ought to discriminate just as you do in commercial paper

i 
.

or n commerical bills—prime commercial bills, so much, and the nel'
grade so much. It should be the same as with notes, as with com-
mercial paper.
Mr. WINGO. In connection with the other phase of interest, iute.rest

paid on deposits, particularly on checking accounts or on savings
,accounts, what effect was there upon that interest rate when ru
took over a town bak or a unit bank and in its place established a,
branch of your bank? What effect did that have upon the rate ot

interest that was paid on daily balances or on checking accounts?
Mr. GIANNINI. You seldom pay interest on daily balances, particu-

larly on small accounts; in fact, we have not been doing that as they
do in New York or elsewhere. But the savings account interest !ffas
continued; we continued to pay the same rate of interest. Some tune
after the big fire in 1907, we did pay less than 4 per cent on savings,
accounts, but it has been 4 per cent nearly all the way through, aU!':-
while country banks paid three per cent or three and a half, we palu
4 per cent.
Mr. WINGO. Let us take another charge that has been made agai"st

your branch banking business, and I am using your bank out there al
an illustration of branch banking; I am not referring to a persona'
charge made against you or your bank, but it is a charge that gees
against all branch banking and it represents the fear of those who &re
opposed to branch banking, and that is that instead of increasing the
available capital for a community, by substituting your branch fort
unit bank it has a tendency to drain the capital out of the communitY•
What is your answer to that?
Mr. GIANNINI. Mr. Bacigalupi made that clear to you yesterdaY•

Did he not have figures on that?
Mr. WINGO. Possibly he did.
Mr. BACIGALUPI. There is one exhibit that covers that very falai

and I think it shows that in 100 branches out of the 292 that have tot
deposits of $279,000,000, we have loaned through those branches $277,"
000,000.
Mr. WINGO. Very well; I will not puruse the question.
Mr. GIANNINI. The head office carries the investment in bank build;

ings and in bonds, and remember that we have one of the larges
holding of Liberty bonds in the United States. In California to-dai
the Bank of Italy is buying not only Liberty bonds perhaps to 9'
greater extent than any other bank in the United States, but I dare
say that we probably buy as many, if not more, Treasury certificate:
than any other bank in the United States. If you wish, you can chee'
that through the Federal reserve, but I think you will find that bY
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reason of our branch-banking system, with 4,000,000 people out there
in California, the Bank of Italy has probably bought more Treasury
certificates and certificates of indebtedness than any other bank in
the country.
Mr. WINGO. I was interested in that general proposition, so far as

1- am concerned.
, Mr. GIANNINI. I lust want to show you what the Bank of Italy
oas done in California. It has humanized banking, and has kept in
Close personal touch with the customer, encouraging small business.
I see that the National City Bank is doing the same thing now;

they are making loans on security of $500 and so on. In all businesses
they have learned the value of the individual of limited means, the
Clerk and so on, just as to-day they have learned to treat labor differ-
ently than formerly. Big business has changed. Things are not
What they used to be, for the poor man of to-day becomes the rich
raan of to-morrow. The "little fellow" is the best customer that a
bank can have, because he is with you; he starts in with you and
Stays to the end, whereas the big fellow is only with you so long as he
Can get something out of you; and when he can not, he is not for you
ply more. The 'little fellow" will save $6,000 or $10,000 and then
he will build a home, and then come back and save another $6,000
Or $8,000 and buy another home.
You know that.
Mr. WINGO. There is another objection that has been urged against

branch or group banking, and that is that if you drive the unit banker
out of business with the branch banks, there will not be any more
°Pportunity for advancement in the banking world for young men
Who want to engage in the banking business.
What is your answer to that?
Mr. GIANNINI. I do not know but that Mr. Bacigalupi can cover

that better than I, but I will say this, that there are a lot of people in
,the Bank of Italy to-day who would have still, been small salaried
bankers if it had not been for the Bank of Italy taking their bank
Into the system. The moment that was done they had the oppor-
tunity to grow up from a managership or assistant cashiership or
teller in that branch to a teller or official in a bigger branch, and
finally to the head office.
I can illustrate one case right here. Mr. Vincent, for instance, is

our cashier now. We bought a bank in Stockton some 8 or 10 years
ago, was it not?
Mr. VINCENT. 1917.
Mr. GIANNINI. What were you then? Bookkeeper?
Mr. VINCENT. Bookkeeper.
Mr. GIANNINI. And I think we brought you to the head office

mapec t ion department?
Mr. VINCENT. Yes.
Mr. GIANNINI. And so on down the line. To-day Mr. Vincent is

the cashier, near the top, at the head office; then one of our officials
111 Los Angeles was formerly the manager of a small Livermore Bank,
a 81,500,000 bank—Mr. McFadden knows him—and to-day he has
Passed the million dollar mark; he says that he wants to take things
asy. That man was getting $18,000 and an interest in the profits

at the time he retired.
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Take the former $300 men, and we have many men like that.
Mr. Mount., who is now president of the Bank of Italy, and Mr.
Blauer, chairman of the general finance committee and the head of
the credit department, and so down the line. In fact, we built up
our organization mostly through the employees who came into the
Bank of Italy in connection with these banks that we have taken
over. The moment we take over an institution the bookkeeper, saY,
there, is aroused to new hopes for the future. We have promoted
many of our executives from the branches, and they have developed.
We have unquestionably one banking organization that can do
nation-wide or world-wide branch banking, because of the fact that
we have these men.
Mr. WINGO. In other words, you contend that branch bank

opens a wider door because of the opportunities for advanc,ement
than is the case with the individual unit bank?
Mr. GIANNINI. Absolutely. To-day there is a dearth of goott

banking material, but you develop men in branch banking througu
your departments in a way that you can not develop them in
one-man bank. First of all, the president of a one-man bank, if he
controls that institution, does not want anybody around him wh°
amounts to much; he usually wants to run it with "yes" awe;
whereas in a bank such as ours or in any other big business you ha,"
to have men around you who can make their own decisions. If tee
head of a department wants to surround himself with "yes" niee.,1
the general executive committee, representing the stockholders, svw
see to it that the condition is changed. There are men in our various
departments who will be able to take the place of the department
head when he goes out. In all big businesses today they see to it
that there are men in line to take the place of those above thew.
That situation can not obtain in the small institution, and in coo"
sequence the one-man business is rapidly disappearing.
Mr. WINGO. Some one has suggested that the great dangerill

the banking business is just like the great danger in the automoDue
business or the steel business, or in any other great business organ'
tion
' 

that these large units are built up by pioneers like yourseli,
but that when you and men like you pass out we are going to have
a dearth of material that will have the capacity to handle the''
large units, these large organizations, these large systems.
You do not think that is so? 11Mr. GIANNINI. They will have better material because they s"

get it from our ranks, because those who are in the ranks will knoi
that they have a chance and prepare for it, whereas in these SO'
businesses they usually feel that they have to wait until the man
ahead dies. In big business today, if a man is in the way, he go°5
out.
Take my own case: I think I still have a "punch" left in me to-daY1

but maybe four, five, or six years from now I will be just as some other
people who are at the head of institutions; the boys will make believe
that they are listening, but it will go in one ear and out of the other:
That happens in many institutions, but I did not give them that'
chance. I retired to make way for others to advance.
MT. WINGO. MT. Chairman, that is all.
The CHAIRMAN. Mr. Strong.
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Mr. STRONG. Mr. Giannini, I would like to ask you what objection
You see to area-wide branch banking?
„ .Mr. GIANNINI. Well, the wider the diversification, the better the
11.ing is. I do not know how you divided your Federal reserve dis-
tricts, but I certainly would not have branch banking confined solely
to the textile business or leather or solely to the cotton or the grain
er the wheat business. The wider the diversification, the better.
(Sio say that nation-wide and world-wide branch banking is more
esirable. That is the ideal way to do business. To start with,
ade areas might be all right, but I can not see any advantages in

,nat over nation-wide branch banking.
Mr. STRONG. It has been suggested that we should have branch

°finking limited to trade areas. While we have never been able to
Fet a good definition of the term "trade area," except that it should
ue that area comprising large cities or commercial centers that
attract business, it was suggested that perhaps we might have 37
trade areas in the United States.
,„ Mr. GIANNINI. If you had 37 districts it would be too many.
That would not be the right way to start off with branch banking.
fl You started off with 12 districts, or 15, or 6 or 7, it would be much
oetter. I think half a dozen better than 37.
• Mr. STRONG. Outside of limiting the opportunity to build a great
tinstitution like yours, what objection would you see to limiting branch
clinking?
Mr. GIANNINI. It might be all right to start out limiting the area.
hat would simply be a compromise; a halfway measure. We can

tsee no reason why. the condition that exists with respect to the
'eadency toward the elimination of the small unit bank, m the small
town should not be recognized. Branch banking is coming ulti-
tnately, for things continue to a great extent to take care of them-
selves, automatically. Take to-day the lumber industry; that has
been a great thing in this country, yet to-day the inroads made on
the lumber industry through steel have been tremendous. Where
they used to have wooden frames for concrete work in building you
91 find that they are now using steel and cement and things of that
lad, and it is the same with the wholesale grocer—the middleman.
noticed yesterday that three wholesale dry goods houses merged—

nrie at St. Louis, one in West Virginia, and one in San Francisco. 
ihey had to do it. Business s drying up. The Penney Co., thel

Idler Co., nation-wide stores, can buy goods cheaper than whole-
sti, le firms can in San Francisco. Tillman and Bendel and the Cluffr 

have retired from business. There are houses in New York that
are in business to-day, but we know that they are not doing the busi-
ness they used to do, and so on down the 

iMr. STRONG. As I understand you, t is your thought that limiting
,°,ranch banking to trade areas simply retards its scope, which prevents
oe building up of that great system of banking which you think is
uesirable and would be most successful?
Mr. GIANNINI. Exactly. You want to get into every community
lat is available. For instance, American bankers have gone into
otith America and have won their share of business. I think Amer-

!can business is in strong there, and the credit for getting in there,
14! the extent we have, is due to the American banks, which have
Pioneered down there in great shape. If it had not been for our banks
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we could not have developed that business. If you want to help 811
sections of the country, you must give them big banks. In my opinion' h
the day of the $25,000 bank has passed. How many banks have We A
now with less than $50,000 capital—probably 20,000? e:
Mr. WINGO. Possibly 20,000 with capital less than $100,000.
Mr. GIANNINI. First of all you must remember in the olden dt1,- P

the little banks had all of the prosperous little independent stores
these towns that were doing both a cash and credit business. Bll' go
to-day the chain store is going in those towns and the chain stoi:e JO
keeps its account in a distant city. Of course they still have ,t1I
little stores, and those stores keep their little accounts in the loee I)]

bank, but those stores really do not pay the bank because they ere
not making the money. They have only the credit business now'
The cash business that it used to have has gone to the chain stores. At

In the olden days that little store had both cash and credit. All at

store that does business only on a credit basis can not possibly COn' ee
pete with a store doing a cash-basis business. th

eMr. STRONG. I think those who are advocating to the committe.
trade area branch banking do it upon the theory they can hovel; br
big bank in the commercial centers and branches all over the tree 411
area and that would be sufficient. th
Mr. GIANNINI. I think that is a good beginning, but in that trot Co

area you would have to make changes from time to time, bees% ex
conditions change. As I said awhile ago, the condition of the lit*
bank is bad and it is going to be still worse. Pr

es
Mr. STRONG. Is it not your opinion, if we start this trade er ? ex,

branch banking, we must come to nation-wide branch banking .80e9s ha
Mr. GIANNINI. I do not know about soon. My own opinio,:n b Sp

that if the trade area branch banking should prove better—wild
I do not think it would—or meet the conditions, naturally you sou tli4
not want to change. do
Mr. STRONG. In your judgment it will extend to nation-wide 1

branch banking? Usti
Mr. GIANNINI. I do not know about that. It may work out v u 401

much better with trade area branch banking than I think, and Y° 1 ser
might not want to change. I
You gentlemen, I think, know more about that than I do. 

Y 
neh I

Mr. STRONG. OU would not want this committee to limit bra- 1

banking to branches within the trade area and have San Francis° /
the trade area for your particular institution? .,
Mr. GIANNINI. Oh, we now have already branches in all of Ce °' ?

nia. Limiting the area to San Francisco would not be the right 1eto
You would want to give us at least California, and you would wen'

,

give us probably the twelfth Federal reserve district.
Mr. STRONG. That would be satisfactory?
Mr. GIANNINI. As far as I am concerned, I think nation-04e

branch banking is the ideal way of doing it, as well as for any ot"
business.
Mr. STRONG. Now, as to the matter or examination: Is it not trle!

in the management of your bank, you depend largely upon your Owl
examiners?
MT. GIANNINI. You mean on credits?
Mr. STRONG. As to the condition of the bank.

are
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Mr. GIANNINI. Well, I would not say largely, and then again per-
haps I might say largely. We do have examiners come in there, but
we have our own men, who we think are as good if not better than the
examiners appointed by the examining authorities.
Mr. STRONG. Your men are probably more experienced and you

Pay higher salaries?
Mr. GIANNINI. Exactly. I dare say the Government has some

pod men who work for them, but I think it is with the idea of that
Job leading to a better job.
, Mr. STRONG. When they come to examine such a large system of
branch banks as yours, do they not have to depend largely on your
examiners? •
Mr. GIANNINI. No, sir; because every loan above $500 is scheduled

at the head office. They could come into our head office to-morrow
and check up every loan above $500 throughout our system, without
sending a single man to the branches. But they always do send
tnen to the branches to check each of them.
Mr. STRONG. You have in the neighborhood of 500 banks and

branches, we found out day before yesterday. Of course a Govern-
nlent bank examiner's office could not very well send a man to all of
the branches at once; they would have to depend largely upon the
Condition they found in your main bank and as reported by your
examiners.
Mr. GIANNINI. They do send a man to every one of the branches.

Frobably the country has 25,000 banks to-day and they send those
xaminers to those 25,000 banks and it is much more difficult to
nandle them than if they were all parts of one big branch banking
system.
Mr. STRONG. But when they go into half a dozen of those banks,

they can go in on any one day and examine them. They could not
g0 that with your banks.
, Mr. GIANNINI. Well, if they were separate and independent banks,
tnings could be done—switching of money could be done. They could
Cot do that in a branch banking institution, but it can be done in
Separate institutions.
Mr. STRONG. In group banking it could be done?
Mr. GIANNINI. I am not going to say that.
Mr. STRONG. I know you are very generous.
Mr. GIANNINI. I am certain that it would not be done by the

gentlemen who are in group banking to-day.
Mr. STRONG. I know that the men in the banking business to-day

'tre all right.
Mr. GIANNINI. You are fortunate in having, in the group banking

l'Yetems, good bankers. You have, in the First National, the North-
western, the Marine Group and those others, the very best men in the
,business.

Mr. STRONG. I agree with you, but I am talking about examinations.
Mr. GIANNINI. It is simpler to examine branch banks than inde-

Pendent banks, who have no system, and often with no credit files
sod no statements.
Mr. STRONG. Why is it easier?
Mr. GIANNINI. Because the unit banks have no uniform system.

When they come to us, we have everything laid out so the examiners
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can see everything quickly. The examiner, in a country bank, often
has to go there and show the country banker how to run it. Everr
thing with us is right out where it can be seen. The examiners can,
read our records and take our layout, and can make a confirmation of
everything by checking each and every item, if they so desire.
Mr. STRONG. You think a Government organization, having 30 or

40 examiners could check 500 branches very properly?
Mr. Gx.A.Niimi. They can check them at different times. They cell

go into the head office and have the complete picture and go to the
branch later and find out whether the head office reflected the true
condition.
Mr. STRONG. Of course you have, your system organized, and all

we can learn is that it is an unusually good and perfect one, but sur
pose you were charged with the examination of your system and onlY
had 40 examiners, do you think you could send those 40 men out

and, in the course of a few months, get an accurate examination?
Mr. GIANNINI. Outside of the several bigger offices, we could doll'

in a week. Remember, the Government is rich enough, and the,
branch banks would be rich enough, to give the comptroller a suffinienb
force of efficient examiners to do it. Also remember, that the ban'
are paying the bills for these examinations. The men who are ern:
ployed in the work, however, are paid too little, I think. They oughb
to pay enough to compete with the men the banks have.
Mr. STRONG. You agree with the proposition that the Governmen,t

ought to employ as good examiners as the banks do themselves, &nu
charge that expense to the banks?

ZMr. GIANNINI. Absolutely; that should be done. I say positive 
you have to have good examiners and if you do not pay them enoug t
the Government can not attract good help in that direction, exeePs
when a man takes a position with the Government with the view na
getting a better job after he has gained experience.
The CHAIRMAN. In your advocacy of nation-wide branch bankin,ge'

if developed, what effect in your judgment, would that have on til
Federal reserve system?
Mr. GIANNINI. The effect would be this: You would bring in

banks that you now do not have in the system. They would al Vci
part of the Federal reserve system. No big commercial bank wnn'
want to stay out of the Federal reserve system.
The CHAIRMAN. Do you think changes would be necessary in the

Federal reserve system to meet that situation?
Mr. GIANNINI. No, sir. Something was called to my attention vcTit'li

respect to a question asked by come member of your committee. nicv
asked: If a bank capitalized at $10,000,000 should take over a ban r
with $1,000,000 capital what difference would that make? Do Yon
remember that question?
The CHAIRMAN. Yes.
Mr. GIANNINI. When you take over a bank with a million dollsrst;

you are in the same position as before. If you are taking it ove1'0
a consolidation basis, you have $11,000,000 instead of $10,000,1!"b
as before. There is another advantage to the Federal reserve whick
I think is unfair, and should be corrected. The moment the ban f
with $1,000,000 capital—to which I just referred—becomes a pail „°r
the metropolitan bank, for instance, we are required to put in 4
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3 per cent more reserve than before. Take the case of the First Na-
tional Bank in Fresno. When we took it over, the reserve was 7
Rer cent, but now we are required to keep 10 per cent. So, the
Federal reserve is getting an additional 3 per cent of our money.
When the First National Bank of Fresno was independent, it was

required to keep 7 per cent reserve, but after the Bank of Italy
took it over, the Bank of Italy is required to keep 10 per cent. I
saY it is unfair. Of course I understand how it happened. You
did not foresee branch banking coming along and that is the reason
for that situation. However, it is a thing that should be corrected
because it is not fair. Every time we take over a bank in a country
town, if the reserve is around 4, 5, 6, or 7 per cent, we are required to
raise it to 10 per cent. So, we are strengthening banking to that
extent anyhow.
The CHAIRMAN. Of course the question of mobilization of reserves

Is largely an arbitrary matter anyway, and the distribution of the
requirements between the central reserve city, 
Mr. GIANNINI. Did you get what I just said, Mr. Strong?
Mr. STRONG. No.
Mr. GIANNINI. I said that when we took over the First National

Bank of Fresno, that bank was required to keep 7 per cent reserve,
but the moment it became a part of the Bank of Italy, we had to keep
10 per cent. Any time we take over a country bank that was required
to keep 7 per cent or 5 per cent before, we have to raise it to 10. So, I
SaY, we are strengthening the banlung system to the extent of increas-
_Mg the reserves, at any rate. I think that thing should be corrected.
We ought not to be compelled to carry any more reserve than the
banks are required to carry before we take them over.
Mr. BRAND. Mr. Chairman, will you yield to me?
The CHAIRMAN. Yes.
Mr. BRAND. Now, MT. Giannini, my questions are going to be

Short.
Mr. GIANNINI. All right, Mr. Brand.
Mr. BRAND. And what I want from you is, if you please, answers to

nlY questions as short as possible. It is now nearly 12 o'clock.
Mr. GIANNINI. I will not guarantee that, because nobody can tell

What I will do.
Mr. BRAND. I am convinced of that already, though I do not say

that offensively.
I want to know from you, in the first place, for the benefit of the

committee, what evil, if any, exists m the present banking laws of this
Nation?
MT. GIANNINI. What evil?
Mr. BRAND. What evil exists, if any?
Mr. GIANNINI. That is one that I just spoke about-7 per cent

reserve requirement increased to 10 per cent.
Mr. BRAND. Is there any other evil, in your judgment, in the

Present banking system?
Mr. GIANNINI. I think another evil is the small capitalization at

Which you allow banks to open. It seems to me no bank should have
less than $100,000 capitalization. I think that five, ten, fifteen,
twenty, and twenty-five thousand dollars is too little.
Mr. BRAND. What remedy do you suggest to this committee to

correct these evils to which you have referred?
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Mr. GIANNINI. Branch banking, nation-wide and world-wide.
Mr. BRAND. Nation-wide and world-wide?
Mr. GIANNINI. Yes, sir, to meet changed conditions.
Mr. BRAND. You said something about a money trust awhile ago,

and that you did not think a money trust could be formed. I wan'
to ask you if the character of branch banking which you stand for is
set up all over the country and the group branch adherents also con-
tinue to take over banks throughout the country, don't you think
this is calculated to create a monopoly of money and credit?
Mr. GIANNINI. No.
Mr. BRAND. That is the way I want my questions answered.
Mr. WINGO. That was short enough, too, was it not, judge?
Mr. BRAND. Yes. What is your objection to the present gTeuP

banking system in your State?
Mr. GIANNINI. The only objection is I consider branch banking

better than group banking, but group banking is better than the
present unit bank. I have no objection to group banking. I think
that is a step in the right direction, preparatory to the other. •
Mr. BRAND. You think the independent unit bank ought to be

destroyed?
Mr. GIANNINI. No. Now, lets get back to this question you asked

about monopoly, just awhile ago.
Mr. BRAND. Briefly now.
Mr. GIANNINI. Do you not realize that if a bank is charging t°°

much interest, there is nothing to prevent banking charters being
issued in Chicago or New York, which will enable banks to sPring
right up and take care of the business, if the other banks charge too
much?
Mr. BRAND. What rate of interest do you charge borrowers?
Mr. GIANNINI. Mr. Bacigalupi can answer that better than I, but

probably all the way from 5 to 7 per cent.
Mr. BACIGAMIPI. The average is 6% per cent.
Mr. BRAND. What do you charge the farmers?
Mr. GIANNINI. I should say not more than 6 or 7 Per cent-6 or 7

per cent generally.
Mr. BRAND. What do you pay on savings deposits?
Mr. GIANNINI. Four per cent.
Mr. BRAND. ID all your banks?
Mr. GIANNINI. In Los Angeles they have what they call a special

savings account against which you can draw checks. I think they
pay 3 per cent on that, but on the real savings deposits it is 4 per
cent—term savings.
Mr. BRAND. How many banks in your system out of the State of

California have you in the United States?
Mr. GIANNINI. I do not know. Mr. Bacigalupi answered that

probably yesterday. You mean outside of the United States?
Mr. BRAND. No; in States outside of California.
Mr. GIANNINI. The only bank we have outside of California is the

Bank of America in New York.
Mr. BRAND. In what countries in the Old World have you branches.
Mr. GIANNINI. Just the bank in Italy.
Mr. BRAND. What countries are they in?
Mr. GIANNINI. In Italy.
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Mr. BRAND. Just one in Italy?
Mr. GIANNINI. Yes, Sir.

, Mr. BRAND. I though you said something awhile ago about one
°eing in South America?
Mr. GIANNINI. No; I was talking about the other New York

"silks. The development of American trade down there has been
slostly through the advent into that continent of New York banks.
Mr. BRAND. What percentage do you loan to farmers in the

I country towns?
GIANNINI. Mr Bacigalupi probably gave that yesterday.

'lave you any idea on that, Mr. Bacigalupi? In the country towns,
Practically all of it goes to the farmers.
Mr. BRAND. Do you loan farmers on real estate? 

YMr. GIANNINI. es, sir.
Mr. BRAND. What do you charge them for loans on real estate?

„ Mr. GIANNINI. Not over 7 per cent, I think. You must remember
aat I retired over five years ago from the active management of the
°lank of Italy.
Mr. BRAND. But you have not forgotten what went on while you

were there?
L. Mr. GIANNINI. I have a pretty good idea. However, I have not
Peen at the head office of the Bank of Italy over three or four times
01 the last five years.
, Mr. BRAND. What is the average size of the loans that you make
'farmers?
Mr. GIANNINI. No good credit risk is ever turned down.
Mr. BRAND. Do you loan on lands?
Mr. GIANNINI. Yes; and loan upon open note. We do not lend,

as a rule, on crop mortgages. That is bad banking.
Mr. BRAND. I agree with you.
Mr. GIANNINI. Except with the signature of the landlord.
Mr. BRAND. Do you lend on personal property?

. Mr. GIANNINI. The greatest trouble with the country banker to-day
Si the crop mortgage end of it. You can not get away with that.
Mr. BRAND. I agree with you on that. Do you loan on personal

lecurity outside of crop mortgages, to farmers?
Mr. GIANNINI. Yes, Sir.

,Mr. BRAND. Then, your system supplies all the money the farmers„
'4,rour country. have occasion to borrow?
Mr. GIANNINI. Absolutely. I think the record will show that.
think the Federal Reserve will testify to that and the authorities in

'elifornia can.
Mr. BRAND. Suppose you had a bank in the State of Georgia,

*here I come from: Would you continue that policy down there and
Vly the farmers all the money they needed?

GIANNINI. No question about that. Do not overlook one

Zing, that you usually get half a per cent to 1 per cent more on thoselib,„alla. Now, of course, you will say, "Why?" You naturally ask,
inlay do you get more from him than from a business man?" Well,
:flt business man will come in and pay off and the business man will
ilten carry as much again with you as he owes you. The farmer will
've nothing with you for nine months and most of that will be
quired to pay off the debt.

1557
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Mr. BRAND. For how long do you loan to the farmers?
Mr. GIANNINI. Until the harvest, and usually, if he has bad luck,

we will carry him over untill the next year. We do not like to have
to carry over paper, but we do it sometimes.
The CHAIRMAN. I am inclined to think, from the testimony which

you have not heard, Mr. Giannini, and the questions Mr. Brand le
asking now, that he is going to extend an invitation to you to come
down into Georgia.
Mr. BRAND. In a way, I wish he would establish branches in

counties down there where at present they do not have banking
facilities.
Mr. GIANNINI. You have some goods banks in Georgia, and I think

you would have no difficulty in getting all you wanted for the 
farmin Georiga if you had farmers on your boards. When we took over,

the Fresno Bank, for instance, we immediately put men on the boar.a
who were interested in agriculture. The same thing was true in
Hollister where we put Mr. Hawkins on the board, and so on 41°1°
the line.
Mr. BRAND. Take a country bank in your State, for instance, one

located in an agricultural country, do any of the citizens of that town
where the bank is located, own any of the stock?
Mr. GIANNINI. Yes, sir.
Mr. BRAND. About what percentage?
Mr. GIANNINI. In most cases, a great deal more than what the

acquired bank had in the way of capital.
Mr. BRAND. But as a rule, you have the controlling stock—Ynti

have the majority of the stock?
Mr. GIANNINI. Who has?
MT. BRAND. Your system.
Mr. GIANNINI. But, Judge, we have 171,000 stockholders.
Mr. BRAND. That is not an answer to the question. Suppose ra

were to establish a branch, as suggested by Mr. McFadden, in Georgia!
and you elect your board of directors. Where do you select those
directors?
Mr. GIANNINI. When we take over a bank—say in a country °I:,

farming town—we put two or three men from that bank on 
O1.1

board in Atlanta, for instance, representing the stockholders of th,1
bank who have converted their holdings from the stock of a count"
town bank to the Atlanta bank stock.
Mr. BRAND. What percentage of the stock would you own in that

bank?
Mr. GIANNINI. Who would own?
MT. BRAND. Your system?
MT. GIANNINI. Well 
Mr. BRAND. Of the bank which you took over.
Mr. GIANNINI. The bank we took over, if it had a capital c'f

$150,000 
Mr. BRAND. Do you get the majority of the stock?
Mr. GIANNINI. We get it all. That bank is liquidated.
Mr. BRAND. But you give the community the opportunitY

selecting some of the directors? •Mr. GIANNINI. I think Mr. Bacigalupi should give you the process
Mr. BACIGALUPI. It is all outlined in the record.
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k, Mr. GIANNINI. When we take over a bank that bank goes out of
existence and becomes a part of our institution and its whole capitaliza-
tion is converted into our stock. •
Mr. BRAND. But as I understand you, you let some of the people

is in that community serve as directors of the bank?
le Mr. GIANNINI. Yes sir; but if they are not directors, the advisory

board still runs the bank under our supervision.
Mr. BRAND. What is the smallest city or town in which you have ag 1, branch?

GIANNINI. We have some small ones, perhaps Tipton and San

rs Mr. BRAND. Just give me the population.
er Mr. GIANNINI. I do not know what they have in population.
rd , Mr. BACIGALUPI. About four or five hundred people. We have
ifl banks in many towns under 500, I should say.

Mr. BRAND. That answers the question to my satisfaction.
Mr. GIANNINI. But if this thing continues, and the people continue

Le to leave the small country towns, it will affect our business and we
o may have to merge them with other banks.

Mr. BRAND. What dividends do you pay your stockholders, as a
rule?
Mr. GIANNINI. The Bank of Italy is paying $6 a share.

le Mr. BRAND. What is the value of a share?
MT. GIANNINI. $25 par.

)1.1 . Mr. BRAND. Do you go into a town or city and take over a bank
into your system where there is already a bank established in that
town?
Mr. GIANNINI. Yes; and in every town we have ever entered the

Other bankers have become better bankers.
)ti Mr. BRAND. But you do that?
ar Mr. GIANNINI. Yes, sir. We take over an existing institution.
se ,,,_vve do not go in there new. We do not add to the banks of that town.

Yve simply enter the town through the acquisition of an established
or Institution. That is one thing that you folks should do, it seems to
or ble—and pardon me for saying so—to restrict a bank to entering a
at territory through the acquisition of an existing institution.

Mr. BRAND. Instead of forming a new bank?
Mr. GIANNINI. Yes; except in the big cities. In the country

at town, you should restrict it, as we do in California, to taking over an
established institution—no de novo institutions—and in that way you
Protect the banker, because he gets more for his bank than he could
have before. That will protect the 20,000 bankers in this country.
Mr. BRAND. I think that is a wise policy. In other words, you

would not go to Broad Street in one town and establish a new bank
of when there was one across the street established for many years?

Mr. GIANNINI. That is right.
, Mr. BRAND. Although you would be willing to take over that
r)ank?

)f Mr. GIANNINI. Yes, sir. Only once have we entered a town by
establishing a new bank, and that was in Sacramento.

s. Mr. BRAND. Mr. Bacigalupi referred yesterday to something in
which I was very much interested—something about the policy which
Your bank had toward children depositing money in the banks. I

100136-30—vol. 2 PT 11-15
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agree with him fully on what he said upon that subject and the reason
you do so. My question is, what rate of interest do you pay the
children?
Mr. GIANNINI. Four per cent.
Mr. BRAND. What is the statute in your State as to majority?
Mr. GIANNINI. 21 years.
Mr. BRAND. You take money from children under 21 years of age?
Mr. GIANNINI. Yes, sir.
Mr. BRAND. Suppose they want to take out any deposits?
Mr. GIANNINI. They can draw them out any time.
Mr. BRAND. You pay the money back to minors?
Mr. GIANNINI. Through their parents or guardians; yes.
Mr. BRAND. Do you pay it back to the children or to the natural

guardian?
Mr. GIANNINI. Pay it back to the guardian.
Mr. BACIGALUPI. They come in with the parents or their legallY

constituted guardians.
Mr. BRAND. You seem to be following the law pretty well all

around. As I understood Mr. Baeigalupi, he said, in reply to
question from some member of the committee, that he thought the
status quo, as it exists now, should not be interfered with in regard tin
any proposed legislation by Congreess in regard to the banking
systems of the country. Do you entertain the same opinion?
Mr. GIANNINI. In regard to the Federal reserve, and so forth?
Mr. BACIGALUPI. In regard to this legislation.
Mr. BRAND. In reference to this legislation which we are now

discussing.
Mr. GIANNINI. Not to make any changes at this time?
Mr. BRAND. His answer was that there are group banking, unit

banking, branch banking and chain banking and, as I understood Wel,
he was not in favor of changing the status quo. You agree with that
now?
Mr. GIANNINI. Yes, sir; I think you are doing the right thing W

study the matter before you take any action.
Mr. BRAND. You do not want us to do anything to interfere with

your system?
Mr. GIANNINI. Which system do you mean? You can not interfere

with our system because if you did, I imagine we would then havele
go back to the State system because the State permits State-in 
branch banking.
Mr. BRAND. How many national banks have you?
Mr. GIANNINI. Only one bank, and while we have 292 branches sve

are only one bank. That is all we are.
Mr. BRAND. All of your banks belong to the Federal Reserve

system?
Mr. GIANNINI. Yes sir; except one bank. We brought the he'll°

into the Federal reserve, because many of the banks we took over
were not members of the Federal reserve, and when they came int.°
our system, they became members of the Federal reserve. There 15
one bank out there that your McFadden Act will not permit to corn°
in; that will come in the moment the law will perimt it. At the
present time, it has to remain outside the Federal reserve systeel'
because it has taken on branches since the McFadden act was passe
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Mr. BRAND. I will ask you this question, as an experienced banker:
What benefit is it to a State bank, for instance, or any unit bank, to
belong to the Federal reserve system when it has no occasion to borrow
any money from the Federal reserve banks or from any correspond-
ent bank in New York or elsewhere.
Mr. GIANNINI. Only for the prestige it will gain and perhaps added

business. I think it ought to get business through membership in
the Federal reseve that it otherwise would not get. There are people
Who will not do business with a bank unless it is a member of the
Federal reserve system.
Mr. BRAND. You think there are advantages besides the ones I

Mentioned?
Mr. GIANNINI. Yes, sir. I think a big bank can not do without

the Federal reserve. You have to transfer money, for instance, from
Boston to Chicago or to Baltimore or other places, and you can do it
in a couple of minutes through the Federal reserve.
Mr. BRAND. Referring to Georgia, I wish you would establish some

branches in Georgia, in the counties of the State in which there are
now no banking institutions. I want to know if you have any
branches in Georgia now?
Mr. GIANNINI. No, sir. But Mr. Young, Mr. Maddox, and

Mr. Ottley down there are very good bankers.
Mr. BRAND. You have no banks there now?
MT. GIANNINI. No, sir.
Mr. BRAND. Have you any stocks in banks down there?
Mr. GIANNINI. I would not want to say. We did have stocks in

banks all over the country.
Mr. BRAND. I am talking about Georgia. Have you any stocks in

banks in Georgia?
Mr. GIANNINI. I think not. If we have a holding there it is very

Small.
Mr. BRAND. In one bank or more than one?
Mr. GIANNINI. We would not have more than 50 or 100 shares, if

We did have. I know we did have 100 shares in a bank in North
Carolina.
Mr. BRAND. How came you to invest in stocks in a bank down

there?
Mr. GIANNINI. Because we thought good bank stocks three or four

Years ago a good investment, and it turned out so. We have sold
Most of them.
Mr. BRAND. How old are you?
Mr. GIANNINI. I am 60 years of age and have retired.
Mr. WINGO. Now, Mr..Giannini, ask him how old he is.
Mr. GIANNINI. He is about 55.
Mr. BRAND I am 69.
The CHAIRMAN. Mr. Giannini, in connection with this concentra-

tion, of course, of banking business which would come through the
establishment of branches nation-wide, under the Federal reserve plan
of operation, we have the country divided up into 12 districts. The
banks in each one of those districts are compelled by law to keep their
legal reserve requirements with the Federal reserve bank in that
Particular district?
MT. GIANNINI. Yes.
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The CHAIRMAN. Under this plan of permitting branch banking to
extend nation-wide, of course, there would be a concentration of
banking assets other than in each of the Federal reserve districts.
That would bring about a change, would it not, in the character of
business of the Federal reserve system? It would affect the mobiliza-
tion of the reserves for each Federal reserve district within that
district. It would cause the transfer of some of those funds into other
districts.
Mr. GIANNINI. You would have to enact legislation to make those

banks have divisonal offices or district offices. In fact, under the right
kind of nation-wide branch banking would have (just as the railroads
or the telephone companies or other concerns)—they would probablY
have a supervising office in each district.
The CHAIRMAN. If the law permitted nation-wide branch banking,

and it should so develop that your institution, with its headquarters in
San Francisco, would have branches in every State in the Union
MT. GIANNINI. Yes.
The CHAIRMAN. The Federal reserve under the present law would

require the legal amount of the reserves to be kept in the twelfth
district in San Francisco?
Mr. GIANNINI. Yes, sir.
The CHAIRMAN. In other words, what you are suggesting is, if such

a condition as that came about, it would be necessary to figure up the
amount of business from each district and keep the necessary balance
in each district?
MT. GIANNINI. Yes sir.
The CHAIRMAN. There would have to be an amendment to the law

in that respect?
Mr. GIANNINI. Yes, sir.
The CHAIRMAN. That would cover it?
Mr. GIANNINI. Yes, sir.
The CHAIRMAN. Such a plan as that would obviate the possibility

of the concentration in any one or perhaps three districts, if there were
three systems doing business over the country—the concentration of
reserve in any one district?
MT. GIANNINI. Exactly.
Mr. WINGO. What would follow? If you wanted to retain the 12

districts, and if you wanted to divide it up equally between the 12
different banks, you would have to give some of the banks larger
territory than they now have or reduce some of them.
The CHAIRMAN. Such a plan would either require redistricting the

federal reserve system or some fund to protect the funds originating
in the 12 districts, so as to keep them in the districts in which theY
originate.
Mr. GIANNINI. I think you would find, with nation-wide branch

banking, we would have, naturally, an office in St. Louis, and if
St. Louis was the main town in that district, we would have a head
office or main office watching the business or supervising the business
in that district.
The CHAIRMAN. In other words, you would have a suboffice in

each of the districts?
Mr. GIANNINI. Yes, sir.
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Mr. GOODWIN. If branch banking were permitted nation-wide by
legislation, what, in your opinion, would be the effect on the inde-
pendent unit banks?
Mr. GIANNINI. The effect would be that those who would have

enough business to warrant going into branch banking would profit
largely because their banks would net them probably three times
what they do to-day.
Mr. GOODWIN. Do you think it could exist side by side against a

powerful branch bank?
Mr. GIANNINI. I do not see what chance a small independent bank

has against a branch bank having the best talent passing on things.
The stronger bank will discover weak paper long before the little bank
will know about it and in many cases will get rid of it to the little
bank.
Mr. GOODWIN. Is not the inevitable result that the little bank will

either be required to liquidate or be absorbed by the branch banking
institution?
Mr. GIANNINI. I would not want to say liquidate. The little

bank would be foolish to continue on when it could sell out and merge
'with the bigger bank and receive stock in exchange worth two or three
times as much as that of the little bank previous to the merger.
Mr. GOODWIN. But the branch banking system would not take in

a weak-unit bank.
Mr. GIANNINI. If it has business enough to justify it it would.

It may be that a bank has not deposits large enough to enable it to
run profitably, because it is known to the people in the community
that the bank is weak; but if it were a strong bank, it would get the
business and, in that way, the bank would be getting back all of the
deposits in that town.
Mr. GOODWIN. You have one branch of your institution in Italy?
Mr. GIANNINI. That is a separate institution and not a branch.
Mr. GOODWIN. Is that institution self-sustaining by the capital

Provided in Italy?
Mr. GIANNINI. Yes, sir. The National City Bank has branches

there and London banks have branches. However, we have not.
We have a separate institution.
Mr. GOODWIN. So that the bank in Italy has no connection with

your institution in the United States except that it is owned partly
by your own interests here?
Mr. GIANNINI. About 50 or 60 per cent.
Mr. GOODWIN. Are the profits in that bank proportionate to the

profits that you make in this country?
Mr. GIANNINI. I would not say so up to this time, but they have

been paying dividends. I think they have done perhaps as well as
any other bank there.
Mr. BRAND. What is the average salary of your clerical force in

these banks in these small communities?
Mr. GIANNINI.—About $220, so.Mr. Vincent advises.
Mr. BRAND. Is that the average?
Mr. VINCENT. Yes.

Mr. BRAND. What do you pay your stenographers?
Mr. VINCENT. Their compensation varies.
Mr. BRAND. What do you pay your stenographers and tellers in

these small banks?
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Mr. VINCENT. We have a more or less extended salary rate for
each step. Stenographers range from $90 to $135 and savings tellers
range from $115 to $150 and commercial tellers range from $125 to
$190 or $200.
Mr. BRAND. What do you pay your cashiers?
Mr. VINCENT. The small community banks have no cashier. The

assistant cashiers range by gradual steps up.
Mr. GIANNINI. But all participate in the profits and in manY

cases, it is equal to their salary. All employees interested in the
business from the president down, and that is the big thing.
The CHAIRMAN. I should like to ask a question of Mr. Bacigalupi•

In Exhibit G I notice you say in 100 branches over 70 per cent of the
local deposits are loaned in the local communities.
Mr. BACIGALUPI. Yes, sir.
The CHAIRMAN. Where are they located?
Mr. BACIGALUPI. Those places are specified in the exhibit.
The CHAIRMAN. I got the impression that these branches ar.e

mainly located in Los Angles and San Francisco. Am I correct in
that?
Mr. BACIGALUPI. I do not think SO.
The CHAIRMAN. If it is not made clear, will you not clarify it by

an explanation?
Mr. BACIGALUPI. It is clear. The name of the branch is given.

It is given in detail.
Mr. GIANNINI. There is one observation I should like to make and

that is when you have a bank of one hundred or two hundred million
capital, it becomes a public institution. The Government is inter-
ested in it. You can not have anything happen to that. Even the
other banks will come to its rescue unless it is too bad. But they axe
not interested in the little bank.
Mr. BRAND. Did any of your banks or customers make any call

loans last fall when the interest got so high?
Mr. GIANNINI. We may have made some, but not to any extent.
Mr. BACIGALUPI. No; very little, about three days in all.
Mr. DUNBAR. Are you incorporated under the laws of the State

of Delaware?
Mr. GIANNINI. The Bank of Italy is not. The Bank of Italy is a

national bank now. You mean the Transamerica Corporation?
Mr. DUNBAR. Yes.
Mr. GIANNINI. That is a Delaware corporation.
Mr. DUNBAR. And that relieves you from double liability?
Mr. GIANNINI. Yes; except in California. I think in California

the law applies there. In California they hold that in so far as
business is done in California, there is an unlimited liability.
Mr. DUNBAR. If every State in the Union should have extablished

branch banking systems, and you ran your systems according to the
charter of the State of Delaware—
Mr. GIANNINI. You could own them through stock ownership, but

you could not run them in the various States except by conforming
to the State laws.
Mr. DUNBAR. The banking laws of Delaware do not apply when

you operate your institution in the State of California?
Mr. GIANNINI. Our bank really operates under the Federal law.

It is a national bank. Previously to that it was a State bank.
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Mr. DUNBAR. The national law gives a bank the right to have
branches in its own territory.
Mr. GIANNINI. Yes, sir. You can buy a bank in existence pro-

vided it has its head office in our city, which is San Francisco. In
other words, we could buy another bank in San Francisco and merge
it into the Bank of Italy.
Mr. BACIGALUPI. That is, if its branches were operating at the

time of the passage of the McFadden Act.
MT. GIANNINI. Yes, sir.
Mr. DUNBAR. Under the McFadden bill, you said one of your

banks was not a member of the Federal reserve system?
Mr. GIANNINI. Because it had acquired branches afterwards.
Mr. DUNBAR. I do not understand how you can operate branches;

I do not understand how you have 200 branch banks in the State of
California under the existing law.
Mr. Wirrno. Possibly you overlook one provision, Mr. Dunbar.

Under the McFadden Act the Bank of Italy which was at that time
a State bank, could come into the national system bringing with it
all the branches that were in existence at the time the McFadden Act
Was enacted into law.
Mr. DUNBAR. No other State bank could duplicate that now?
Mr. WINGO. In a State where a State bank has now branches, it

can go into the national system and retain any branch it had in
existence at the time the McFadden law was enacted.
Mr. DUNBAR. Any State can enact a law which will permit branch

banking within that State?
Mr. WINGO. Certainly.
Mr. DUNBAR. What you want the Federal Government to do—
Mr. GIANNINI. I do not want them to do anything. I am only

talking as an outsider. I am no longer in the banking business.
Mr. DUNBAR. Oh; you are only talking?
Mr. GIANNINI. I do not want you to do anything. I am out of

the game, as far as I am concerned. I have retired.
Mr. DUNBAR. Your idea would be if you were in the banking

business that it would be best for the banks of the United States to
have branch banking authorized by the Congress of the United States
all over the United States?
Mr. GIANNINI. Yes; the same as any other business.
Mr. DUNBAR. Have you any idea about how many banks we would

have of the size of the Bank of Italy in the United States?
Mr. GIANNINI. It would depend upon whether they would be able

to buy the banks. There might be so much competition they could
not get any.
Mr. DUNBAR. There would be competition?
Mr. GIANNINI. Yes, sir; and the little banks would profit by it.

Therefore I say that the little bank who opposes us is a darn chump.
Mr. DUNBAR. What is the advantage of having a Federal law on

the subject when a State now can authorize branch banking?
Mr. GIANNINI. The State can authorize it within the State, but

nation-wide branch banking would permit it to be established through-
out the country.
Mr. DurtsAft. How did you get into the bank in New York City?
Mr. GIANNINI. Through the Transamerica Corporation.
Mr. DUNBAR. You could not take over a bank like that now?
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Mr. GIANNINI. Yes, by purchasing the stock through the Trans-
america Corporation.
Mr. DUNBAR. The Bank of America of New York is not a part of

the Bank of Italy, except through the holding company?
Mr. GIANNINI. That is right.
Mr. DUNBAR. You can do that with any bank?
Mr. GIANNINI. Yes, sir; but it is not an ideal way of doing business.
Now, let me point out another advantage in this branch banking:

The moment we entered Santa Clara, for instance (which happens to
be the town that Mr. Bacigalupi comes from), when we bought that
bank the lending limit was $10,000. There happens to be a large
business there which has seasonal requirements running uP to
$200,000 or $250,000. Before we took over the bank in Santa Clara,
it was impossible for that business to satisfy its needs in the local
field, because the bank there could not legally lend so large a sum. In
consequence, the business had to get its accommodation in some
distant city. The moment we took that bank over we were able to
handle that business locally, and to extend the same lending facilities
there as obtained everywhere else throughout our system. So, when
we establish branches in the farming communities, we are bringing
into the farming sections banks with metropolitan facilities. And if
we had nation-wide branch banking in the farming sections we would
have the same banking facilities as obtained in New York City, so far
as loans are concerned. The moment a branch of the Bank of Italy
enters a town it could lend $10,000,000 in that town unsecured, if it
wanted to.
Mr. DUNBAR. Just one or two more questions: From what yen

have said, I judge that anybody, unless he is a hermit who lives out
in the woods and is unknown, who has credit, can borrow moneY,
and does not have to depend upon the local bank. For instance, you
said that New York banks were lending money all over the lot.
Mr. GIANNINL Only in New York. They have no branches out-

side of New York, except in Europe.
Mr. DUNBAR. But, instead of having branches, do they not have

a department that deals with the making of loans in every State in
the Union?
Mr. GIANNINI. They have customers in every State in the Union.

To-day all the big firms of the country borrow in New York because
the local banks can not take care of them. However, we have con-
cerns to-day in San Francisco that used to go to New York but now
get all their accommodations in San Francisco. Perhaps I can cite
the prune growers, without mentioning names and, I think, f°,r
instance, the raisin growers and others who used to go to New Yora
but now they get all they want at home.
7)Mr. DUNBAR. I know that the representatives of the large banks
going over the country looking for loans, number almost as many as
the commercial travelers. My experience out in my country is that
a man can borrow money as easily as he wants to.
Mr. GIANNINI. That is what I have said.
Mr. DUNBAR. Therefore, branch banking would not affect that

region except in this way, that they would be making their business
transactions closer at home.
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Mr. GIANNINI. Yes, sir; and with people in the banks familiar with
of !ocal conditions. The loans would be made out there locally and not

In New York.
. Mr. BACIGALUPI. In other words, the branch bank has a local
Interest whereas the outsiders who come in lend when money is

I Plentiful, but when they need it they have no hesitancy in calling it in.
: Mr. GIANNINI. Yes. But your branches will take care of your
D customers all of the time.
t Mr. WINGO. My attention has been directed to the fact that this
0 thing takes the cream of the business from the independent banks.
) Mr. GIANNINI. Certainly. When money is plentiful the outsiders
, go out and seek these loans from New York, but when money is not
I Plentiful, they expect the little fellows in the local places to take care of
l the localities' needs. It is much safer for any one to do business in

!us own territory than through New York. Some banks have gotten
o into trouble in California, because, when they had too much money,
1 they went out into other sections of the State and were bitten."

They took up loans the other banks would not take.
Mr. DUNABR. The trouble in my district is that it has been too

easy to borrow money and they have borrowed money to get richer
and have gotten into trouble. .
Now, Mr. Chairman, I should like to ask Mr. Bacigalupi a question.

I want to know, in your system, if you can go into a State which has no
branch banking law and establish a bank?
Mr. BACIGALUPI. NO, sir.
(Discussion off the record.)
The CHAIRMAN. I suggest that the committee adjourn.
(Whereupon, at 12.45 o'clock, p. m., the committee adjourned to

rneet at 10.30 o'clock a. m., Tuesday, May 13, 1930.)
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TUESDAY, MAY 13, 1930

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Washington, D. C.
The committee met in the committee. room, Capitol, at 10.45
clock a. m., Hon. James G. Strong, presiding.
Mr. STRONG. The committee will Come to order.
We have with us this morning Mr. C. G. Shull, the commissioner

of banking of the State of Oklahoma, who will speak to us on this
question of branch, chain, and group banking.
Would you care to proceed without mterruption until you have

finished? If so, the members of the committee will then want you
to answer some questions.

STATEMENT OF C. G. SHULL, COMMISSIONER ON BANKING,
STATE OF OKLAHOMA

Mr. Slum,. I inight say that if you care to interrupt me, it will be
entirely satisfactory.
As a prelude to the few remarks I shall make, I want to state that

tiO effort was made by me to be called as a witness before the committee
and when I received the notice I was likely to be called it was quite a
surprise to me.
. The question under investigation is naturally a matter of much
Interest and one to which I have given a great deal of thought. How-
ever, I have not had access to statistics from which I could do much
research work. I have read, rather hurriedly, with a great deal of
44erest, that part of the proceedings heretofore had by your com-
rluttee, which was furnished me, and as I view the trend of this inves-
tagation it narrows itself down to whether Congress shall extend or
enlarge branch banking privileges to national banks.
Comptroller Pole has laid the foundation of the argument favoring

further extending the privileges of branch banking to national banks
and as the remarks I shall make will be against that viewpoint,
favoring unit banking, I shall necessarily refer quite often to Comp-
troller Pole's remarks and the statistics which he has furnished, but
I desire the committee to understand that the references I do make
are for the sole purposes of throwing light on the merits of the subject
lulder investigation and not for the purpose of being argumentative.
:think further, in order to simplify. matters, we may as well realize
11114 we are investigating a question as. to whether the banking
°Itsiness of the United States shall be carried on under the system of
°ranch banking or unit banking, for I believe that the discussion so
tar must have convinced the committee. that if branch banking privi-

es are enlarged or extended that ultimately all banking will be of
1569
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that nature and will be nation-wide in scope. History of other
nations clearly demonstrates that fact. Canada, England, and other
branch-banking countries do not have unit banks.
The two basic reasons advanced by Comptroller Pole in advocating

branch banking are: First, that it is necessary to preserve the national
system; second, that it is necessary in order to furnish the country
banking communities, especially in agricultural sections, with
adequate banking facilities.
I disagree with him on both these points. It is true that during the

last 10 years the resources of State banks have increased more rapidly
than the resources of national banks. A large per cent of this increase
has been brought about during the last few years by reason of several
large banks in New York and Chicago merging and surrendering their
national charters and taking out State charters. This increase has
been rather spasmodic and there is no reason to expect this movement
to continue. Naturally to one in a supervisory capacity this action
on the -part of those national banks was a matter of some concern, but
I hardly think anyone views with alarm the safe position and the
future growth of the national banking system in this country. I have
talked with a number of national bankers about this very point and
none of them is uneasy about the fate of the system to which they
belong, and let it be remembered that the Federal reserve system
has not lost in its membership by reason of these conversions and in
spite of these losses of banks the system itself shows a very healthy
growth indeed and considering the enormous volume of international
business which is being transacted through our national banks I am
sure they are handling their share of banking business in this country.

Great stress is being laid by the comptroller that the national banks
are the fiscal agencies of the National Government and that the
Government can only rely on national banks in times of Nation stress
or war. I quote from a recent paper of the comptroller:

It is not criticism of the State banks and trust companies to say that the
National Government can not rely upon them to serve as instrumentalities in
the enforcement of a Federal fiscal policy. Banking, like other business enter-
prises, is entered into by stockholders for the purpose of realizing a return upon
their investment.

The same can be said of national banks. The control of national
banks is in the board of directors and aside from the supervision
allowed the Comptroller of the Currency, the National Government
can no more dictate the affairs of the national banks than they can
of State banks, corporations, or individual citizens.

Since the establishment of the Federal reserve system, the Federal
reserve banks are in fact the real fiscal agency of the Government.
The idea that the Government can not depend on the officers and

directors of State banks to respond to needs of their Government in
times of need is nt well founded, as was demonstrated during the late
war. State and national bankers, business corporations, and our
entire citizenship responded horoically to meet the needs and demands
of the Government. I think we will all agree to that. No power is
in the National Government to compel a contribution of service or
money of national banks or national bankers other than the power
which could be enforced against State banks and bankers, business
corporations, and provate individuals. I can see no reason for W:
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9hanging our banking system on the theory that national banks are
Instrumentalities of the National Government.
I feel sure some people feel that one system of banking, and that

the national system, would be preferable to the two systems which
We now have. Possibly some people may think our system of
government would be better if we had simply a National Government
and no independent State governments, but the great majority of
°,_nr people are in favor of two systems of banking. This is evidenced
037 the great volume of business handled by the State institutions.

have no prejudice against the national system and most of my
active banking experience has been as a national banker, and to my
find, to say the least of it, the merits of the national system and its
advantages are equal to those of the various State systems. There
are advantages inherent to each system and these advantages can not
and should not be destroyed by law as they are for the best interests
and welfare of the banking public. The closer personal, sympathetic,
and. more understanding supervision of the State banks is a very
decided advantage to both the bank and the customers of the bank.
On the other hand, the unity of the national system and the stability
and uniformity of the laws and the supervisory powers are inherent
advantages to the national system.
, The two systems working side by side with healthy competition
ha.ve created a banking condition in this country which has con-
tributed largely to the prosperity of this country and the development
of its virgin resources to the distinct advantage of the people of this
country and an unparalleled progress and rapid development of the
resources of our country has been the result. Banking policies and
Practices which have emanated from the comptroller's office, and
,eaPecially many rules and regulations of the Federal reserve banks
uave done much to raise the standard of banking in this country.
The State banks have been benefited along with the national banks
8'8 they have had to raise their standards and meet this healthy
competition. On the other hand, the fact that national banks have
had State banks as competitors has had the salutary effect of keeping

banking business closer to the people and more responsive to
"Le People's needs.
The two systems working side by side have demonstrated that

commercial transactions growing out of production, manufacturing,
Ud.transportation of goods and commodities from one section of the

;N ation to the other are not now hampered but can and are now being
nandled satisfactorily by banks m each system.
The two systems of banking are in keeping with our form of govern-

foent. One system is a check on the other, and having the State
°anking system prevents the banking bysiness from becoming too•
tiutocratic and the national system prevents the State banks from
Dec.oming too loose and lax in their practices and have done much to
unify and standardize banking methods and policies in the several
States.
Our country has prospered well indeed under the two systems.

‘-tainly our national progress and national wealth compare favor-
tu°13r with other nations having but one system.
.Branch banking, when permitted to extend beyond State lines,

will result in but one form of banking. We have but to look to
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Canada, England, and other countries to see that this will be the
result.
The second point urged against the present system of unit banking

system is that the unit banking system has broken down and is not
furnishing adequate banking facilities to smaller banking communities,
expecially in the agricultural sections. I do not subscribe to this
view of the situation. Our unit banking system has not failed and is
not breaking down but is making vast strides keeping pace with the
rapid development of the country in general and with other business
organizations. As proof of the failure of the unit system the Comp-
troller has submitted figures showing 5,640 bank failures in the United
States since 1920, the deposits in these failed banks amounting to
$1,700,000,000 and the number of depositors suffering losses in these
institutions numbering 7,264,957. These are large and imposing
figures and are likely to create the impression that unit banking is

imore hazardous than it really s. As a matter of fact the banking
business in this country is the safest business, for the safety of the
creditors, that we have, and as a matter of fact it should be the
safest business we have.
Mr. Pole further states that the recovery to depositors of failed

national banks equals 80 per cent; in other words, the loss was 20 per
cent.
One billion seven hundred million, the amount of all deposits in all

the banks that failed during the last nine years divided by 7,264,957,
the number of depositors, equals $234 as the average deposit of each
customer in all of these failed banks. Each depositor recovered 80
per cent of this $234, which is $187.20, which subtracted from $234
leaves a loss to each depositor of $46.80. Not a bad loss to the bank-
ing public during the 9-year period following the deflation beginning
in 1920.

Risk can not be eliminated from business, and banking is no ex-
ception to that rule. Please do not misunderstand that I look lightly
upon bank failures and their results. I deplore them as much as any
member of this committee and as much as the comptroller himself,
but I do know the bad results have been greatly exaggerated and I do
know the people of this country lost many times as much money by
reason of investments in land and in stocks of various kinds, and while
I do not have the figures and do not know that they are available, I
am inclined to think that very comparable losses were occasioned by
investments in Liberty bonds, direct obligations of our great country,
by reason of having paid par for these bonds and having to sell them
as low as 82 and 83 cents on the dollar. The loss to many purchasers
of Liberty bonds amounted to $18 for each $100 invested and the de-
positors in the failed banks of this country during the last nine years
have lost $20 for each $100 of deposits in those banks.
We must not lose sight of the fact that for several years prior to

1920 we were operating under an unusual and unprecedented period
of inflation. Beginning in 1920 and thereafter we were operating
during a period of unusual and unprecedented deflation and great

losses were inevitable in all lines of business. As stated above, we

know that many, many purchasers of Liberty bonds, the obligations
of this great Government of ours, lost a great deal of money, yet I
have heard no one suggest that we change our form of government to

correspond to that of Canada, England, France, or other countries.
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Mr. BRAND. I did not get that.
Mr. FENN. Will you say that over again?
Mr. SHuLL. I had previously brought out the fact that the people

had lost money in the purchase of Liberty bonds, but that has not
been given as a reason why we should change our form of government.
The fact that seven and one-quarter millions of people, or 18 per

cent of our population—and I am just approximating those figures—
incurred a loss of $20 per head by reason of their deposits in failed
banks is not so alarming as we might think, and creates no banking
situation demanding a change. These losses were inevitable and
small indeed compared with the losses in other classes of investments.
The losses in land, in cattle, in wheat, in corn, in horses and mules,
in every conceivable form of investment in each community, even
losses in Liberty bonds, were reflected to a greater or less extent in
each bank serving each community.
I have heard much said depreciating the ability of the small-town

banker. This opinion of his ability or lack of ability has arisen
since 1920. Before that he was considered a respectable and fairly
average capable citizen and good banker, but his bank has failed and
they are still failing. I want to make this statement, that I am
fully convinced that better than 95 per cent of the bank failures since
1920 were caused, and are really traceable to the abnormal inflation
and abnormal deflation caused by our late war conditions.
In Oklahoma—and you will pardon me for referring to Oklahoma

for naturally my sources of information come mostly from that
State—only five State banks which were organized since January 1,
1920, have failed up to this time. All other State banks which have
failed in Oklahoma during this 9-year period were those chartered
prior to that date and of course those affected by the conditions exist-
ing during the inflation and deflation period. One hundred and
seventy-four State banks failed dining this period and only five failures
of banks chartered after that period of deflation began have failed,
Showing 98 per cent of the failures were caused as a result of conditions
brought about by the war and 2 per cent which you could say were
not caused by this same reason.
Lately we had 12 banks to fail in one day, each one of these in better

Shape the day they failed than they had been any time during the last
10 years, and each failure caused by the result of war conditions.
Lately a national bank failed in our State, the continued condition

of which during the last 10 years I happened to be acquainted with
and I am sure it was in better shape the day it failed than it had been
for 10 years, but it had lots of losses in its assets dating back to the
War period which simply could not be eliminated. War conditions
brought about losses, abnormal and unprecedented and inevitable
losses, and a great per cent of the bank failures are directly traceable
thereto.
Much has been said about the earning ability of small banks, es-

Aecially in agricultural sections. Of course, my source of information
Comes solely from my knowledge of State banks in Oklahoma.
I have had prepared an analysis of the earnings of Oklahoma State

banks for the year 1929. We have 325 State banks in Oklahoma at
this time; 199 of these banks paid dividends during the year 1929;
126 did not. Sixty per cent of the banks did pay dividends. The
average net earnings of the State banks in Oklahoma on their capital
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stock for 1929 was 16.6 per cent. The net earnings figured against
the capital and surplus was 12.6 per cent. Dividends paid figured
against the entire capital stock of all the banks equaled 11.2 per cent.
Those percentages were figured counting all the capital stock of all

the banks in the State, whether they paid dividends or not, and the
average was 11.2 per cent.
Group 1. I have had analyzed the net earning capacity of banks

according to size of capital stock. Banks having a capital of less than
$25,000 earned 17.9 per cent on the capital stock and 14 per cent on
the capital and surplus. Dividends paid last year by these small
banks equaled 11% per cent on the capital stock of all banks in this
group. Of this class of banks, 221 in number, 131 paid dividends;
90 did not; or 60 per cent paid dividends.
Group 2. Banks having capital of $25,000 up to and including

$50,000, number 89, 64 of which paid dividends; 25 did not, or 70
per cent of which paid dividends. Net earnings on the capital stock
of these banks equaled 17.7 per cent .Net earnings on the capital
and surplus equaled 13% per cent. Dividends paid last year equaled
11% per cent on the capital stock of all banks in this class.
Group 3. Capital stock in excess of $50,000. Number, 15. Four

paid dividends, 11 did not, which equals 26.6 per cent paying divi-
dends. Net earnings on capital stock 12.6 per cent. Net earnings
on capital and surplus 934 per cent. Dividends paid equal 10% per
cent on the capital stock of all banks in this class.
Remember, we have 325 State banks in Oklahoma; 199 paid divi-

dends; 126 did not. Out of the 126 banks which did not pay divi-
dents, only 8 were chartered since 1920 and 3 of these 8 were chartered
during 1929 and 1 during 1928, and these 4 banks would not be
expected to pay dividends. so soon after their organization, thus
leaving only 4 State banks in Oklahoma organized since 1920 which
did not pay dividends. This all goes to show that the failures in
our State banking system in Oklahoma and the present dividend-
paying ability or earning ability are directly chargeable to war con-
ditions rather than to banking ability or local conditions.
You can not, in my .opinion, get away from the fact that war

conditions are still causing the trouble we are having to-day in our
banking situation; not 100 per cent, but very nearly that per cent.
The failures we will have for the next few years or so will be traceable
to the same cause.
There is no need to change our system of banking. What we

should do is to improve the present system where possible, and in
my opinion the bankers of this country are doing that very thing
themselves. Our country bankers are able to meet the present day
local demands of banking. They are wide-awake business men and
have revised their business methods to meet the changes which have
occurred in economic conditions.
Our records show that out of 151 State banks organized in Okla-

homa since January 1, 1920, 5 have failed during this 10-year period.
Not perfect, but, to my mind, a very pod record.
Branch banking will not stop the failures of banks which are yet

to come, because of war conditions. These large branch banks will

not acquire these particular banks on account of the condition of
their assets. In my opinion, it will cause the failure of some of these
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banks still carrying on and still having losses in their assets charge-
able to war conditions and which in many instances may be able to
Pull through. My reason for this is that if branch banking is per-
'flitted, there will be many instances where a branch office will be
Opened in the community where these banks are now operating and
thus deduct from their volume and lessen their possibility of working
out of their trouble.
My thought is this, that there will be a great many points where it

would not be possible to get another bank chartered there, but it
would be possible to get a branch; in other words, it might justify a
branch office of some large bank, but it would not justify two unit
banks there, and my thought is that this branch office will finally get
established in such points as that.
Canada has had some bank failures. I understand a bank there

having about 80 branches failed. I further understand there are
about 12 or 13 banks operating in Canada. This would show 1
bank out of every 13 failing. I further understand another large
branch bank with between 300 and 400 branches was on the point of
failing and the Canadian Government donated $15,000,000 to enable
another banking institution to take it over. I further understand
that three banks in Canada do a very large per cent of the banking
business of that country. Statistics will show the per cent.
I have seen the percentages, but they were not available to me at

the time I secured these figures.
In 1885 Canada had 41 banks. They now have 12 or 13, with 3

doing a very large per cent of the business.
England has, I understand, 20 banks, with 5 doing a very large per

cent of the banking business of that great nation.
How can we imagine that branch banking will decentralize banking

business in this country? Admit, for the sake of argument, that
branch banking is safer than unit banking. I am not admitting this
and would like to see a comparison of the failures in Canada on a
percentage basis, compared with the failures in this country. I would
like to have the committeemen get those figures; it is not possible for
flue to get them.
But, admitting there is some greater degree of safety in branch

banking, there are other advantages to unit banking which offset the
additional risk, if any. There is no doubt that the unit bank is more
responsive to the needs of its customers in the smaller community,
both to the borrowers and the depositors. There is no question that
the people who live in the very communities which Comptroller Pole
,atates has need of branch banking facilities do not want branch
panics and are, in fact, opposed to them and are decidedly in favor of
unit banking. These people realize that even if not as safe, the small
risk incurred in the unit bank is worth the money and that the extra
Safety, if any, is offset by the local independence and self-development
Which the unit bank encourages and makes possible. This idea is
deeply ingrained in the minds of the American people. These people
realize that they will not receive the banking accommodations to which
they are entitled and can obtain from the local banker who knows
them intimately, who knows their integrity and ability. I have
reference, especially, to the average citizen in the smaller com-
rnunities. They know that the result will be that branch banking
Will gladly take their deposits and in many, many instances will not
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loan the small borrower the money to which he is entitled, especially
the small farmer and the small merchant.
We know, further, that the independence of hundreds of country

bankers will be lost under this system and I firmly believe that if
branch banking is once adopted on the plan outlined, that we have
committed ourselves and this Nation to a policy which will bring
about centralization of wealth in the hands of fewer people and will
be the greatest stride this Nation has ever taken toward the elimina-
tion of the greatest asset to the middle class, the small and worthy
individual comprising the great and large per cent of the citizenship
of this country.
From the standpoint of safety alone, nation-wide branch banking

is preferable to trade area branch banking. More diversity in
investment would follow in nation-wide branch banking. I am
firmly convinced that if we .had, during the war period, branch
banking in trade areas, and if these banks had served their com-
munities with banking facilities as was necessary during the war
period, many of these banks would have failed also.
The greatest reason for greater safety to branch banking on a

nation-wide scale, is the fact that the few banks we would have
under this system would be so large that the results of their failure
would be so great and so nation-wide that the National Government
would have to step in and save them, as was done in Canada, and
I understand, in other countries. This, of course, is paternalism,
and around the corner is socialism.
Branch banking is all right for the people who are accustomed more

or less to a monarchial form of government, but the people of this
country are not ready for it and the business conditions of this country
do not demand it.
The Canadian Government guarantees bonds issued by some of the

railroad companies and some of the bonds issued by municipalities.
Great centralization of banking with branch banking fits into their
scheme of government, but not ours.
Group banking has been in vogue in this country for years and

many failures have occurred in operating groups and chains. The
recent enthusiasm for group banking has, in my opinion, been occa-
sioned by the thought of the possibility of branch banking. Many
enterprising and ambitious people are entering the group banking
field, with a view to selling out to larger branch banking organizations
which will be in operation, if permitted.
In submitting figures showing the growth of branch banking in

this country, these figures are, to my mind, misleading. For instance,
since the passage of the McFadden act the large national banks in
New York and other cities have established branches in other points
in the city. The resources of this large bank have been transferred
from the unit-banking column to the 'branch-banking column. This
character of branch banking is not the kind of branch banking now
under consideration. These so-called branches in the same city as
the parent bank are no more than offices. The parent bank is no

imore doing a branch banking business than t was before. It is still
serving the same community and the same customers that it was
serving before. That is not the kind of branch banking we are talking
about now.
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Judging from the figures given for Oklahoma, chain and group
banking have not made the inroads into our banking that the figures
Would indicate. We do have one group-banking organization, and
only one, and I think it has probably 20 banks, in quite a number of
Which they are not owners of a majority of the stock; in other words,
the majority of the stock is not owned by the holding company, and
quite a few of these banks that are now in the group were in a chain
sYstem before.
I notice listed 15 chain banks under the Thurman Bros. in Okla-

homa. As a matter of fact, there are three or four of those brothers
that own a control of those banks, but those banks are operated
absolutely as unit banks. I would not class them as chain banks.
Technically they might be, but in operation they are not.
Mr. Douglas, of Shawnee, owns nine banks which can be classified

from every standpoint as chain banks, and R. A. Vose is interested
in three, but does not have a controlling interest in all of them, the
banks being absolutely operated as unit banks.
Gentlemen, this is about all that I am prepared to say on this

Subject. I did not have as much time to devote to the preparation
of my remarks as I would have liked to have had, for I did not get
the notice to come until a short time ago, and meanwhile had other
duties to perform.
Mr. STRONG. I would like to ask you with respect to the amount

of money involved in State and national-bank failures prior to 1920.
We have had a good deal of testimony regarding bank failures from
1920 to date, but what do you say about the situation prior to thattune?
Mr. SHuLL. The only information I have on that is that I noticed

in Comptroller Pole's figures that he furnished to the committee that
there had been a great many more State banks that failed than na-
tional banks, and that is true. Somebody on the committee asked
him to furnish the amount involved in dollars and cents in the failures
of banks under these two systems, and if that information was ever
furnished, I was not able to find it in the proceedings that were fur-
nished to me. I would really like to see that information furnished.
, Mr. STRONG. Mr. Await, do you know whether that information
nas been furnished or not?
Mr. AWALT. The comptroller did not have the information from

otate banks.
Mr. S1RONG. And he can not. get it?
Mr. AWALT. As far as I remember it, we did not have the figuresor State banks, nor did the Federal Reserve Board have them.
Mr. STRONG. Did not the comptroller furnish that from 1920 to

date?
Mr. AWALT. The number of failures, but I do not think he furnished

tLe amounts.
Mr. WINGO. What I think Mr. Shull has in mind is this, that the

comptroller furnished the numbers and pointed out the fact that,
Ineasured by numbers, there had been more failures in the State
oanking system than the national, and Mr. Shull suggests that if we
Will procure information showing the volume of banking assets, and
not simply the number of banks, there would be a different comparison.
I• presume that the inference you want us to draw is that, measured

°Y assets, there was not a greater volume of banking assets involved
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in the State bank failures during that period than in the national bank
failures, though the number of units was greater.
Mr. SHui.L. Yes. I would just like to know. I do not know.
Mr. WINGO. That would be interesting.
Mr. CHAIRMAN. I am wondering if Mr. Await could not procure

from the State bank commissioners the figures on that, so as to make
that comparison.
Mr. STRONG. I hope that, if he can, Mr. Await will do that.
Mr. AWALT. I understand that the Federal Reserve Board is in

the process of getting that now and it will be furnished to the com-
mittee, but it will take some time.
Mr. WINGO. I wish, if you would, that you would get for us that

information. However, I understand that the information that they
are preparing is for the Senate committee and that they do not in-
tend to complete it before the expiration of this Congress. It ought
to be furnished at this Congress.
Mr. STRONG. It would not take very long to write to each one of

the banking commissioners of the States for that information.
Mr. WINGO. My point is that they would include it with a whole

lot of other information that they expected to procure, but we ought
to have this information right away.
Mr. STRONG. Yes; we ought to see what the loss to the Nation was

in money, not in number of banks, by reason of failures.
Mr. WINGO. I do not know what it would be worth, but we ought

to have that point of comparison.
Mr. AWALT. We will try to get it.
Mr. STRONG. All right.
Mr. Shull, I would like to have you give us your comment on the

condition in which a community finds itself when a bank fails, whether
the failure of a bank robs the community of much of its assets, or
what the situation is, in your opinion, in a community when a unit
bank fails.
Mr. SHuLL. I see. Well, I should say this: Of course, we do not

like to figure on a system on the basis of taking care of failed banks
as much as we do in keeping them going, but I would like to say this,
that if you do have a failure of a big branch bank the damage to the
scattered communities would be worse than the failure of a unit bank
operating in a community, because of the fact that in a unit bank
operating in a community, naturally the larger percentages of the
loans are made to the citizens of that community and the money is
still there in that community somewhere. It may have changed
hands from one fellow to another, but still the money is in that
community, and my idea is that the individual commumty would be
hurt less by that.
Mr. STRONG. By the failure of a unit bank than by the failure of

branch bank?
Mr. SHULL. I think so. •
Mr. STRONG. We have had a good deal of information here about

trade areas. Will you give us your idea upon that proposition?
Mr. SHuLL. Well, I think Comptroller Pole has probably given

about the best description of what a trade area is that you have had.

I think I made a note of it somewhere. He said that 'A trade area
is that geographical territory which embraces any city's flow of trade.'
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I think that it has been demonstrated by the number of questions
asked on that point that it is pretty hard to tell what a trade area is.
and I think unquestionably that granting branch banking privileges
en that basis would cause a great deal of conflict of territory. It
,seems to me that it would be very easy to point out that the entire
united States is in the trade area of New York City, because our
little merchants in the little country towns in Oklahoma and in that
Western country come to New York regularly to do their trading.
Mr. STRONG. They come about once a year?
Mr. Swum,. Once or twice a year.
Mr. STRONG. To buy their stocks?
Mr. SHULL. Yes, sir.
Mr. STRONG. And they also go to Chicago.
Mr. SHuLL. Chicago and St. Louis.
Mr. STRONG. And in the meantime they go to Kansas City.
Mr. SHULL. Yes; a few of them down there do.
Mr. STRONG. So that the proposition of trade area, followed to its

lOI.oal conclusion, would simply mean nation-wide branch banking?
Mr. SHULL. I think SO.
Mr. STRONG. In your opinion, will branch banking tend to decen-

tralize, either nation-wide branch banking or trade-area branch
banking?
Mr. SHULL. I certainly think it will not. We only have to look

to other countries which have branch banking privileges to see that
the number of banks operating is becoming smaller and smaller each
'lay and covering a wider temtory.
As I said before, Canada has three banks doing a very large per-

centage of the business. I wish I had the figures, but I am sure it was
better than 75 per cent of the business of the country, and five banks
in England are doing the same thing.
I think the Fedearl reserve system of this country has done much

toward decentralization.
I have noted with a good deal of interest the gain in total resources

of banks at different points as brought out in somebody's testimony
here before the committee; I think Comptroller Pole's—for instance,
betroit had gained 46 per cent; Dallas, 437 per cent; Atlanta, 234
Per cent; Cleveland, 225 per cent; Chicago, 210 per cent; and Min-
neapolis, 284 per cent. It seems to me that our present Federal
reserve system has done much along that line.
Mr. STRONG. What do you think will become of the Federal reserve

eYstem if we have nation-wide branch banking?
, Mr. SHULL. Well, I do not know. My personal opinion is that in
he course of years—I do not know how long, for we do things pretty
laSt nowadays—we would have a few large banks in this country and
Would not have the need for the Federal reserve system that we
have to-day.
Mr. STRONG. And they would rather dominate and overpower?

, Mr. SHULL. I understand that in Canada—and, of course, the
Plings I am giving I would like to have checked up, because my
Information is not definite information, but I have read it from reliable
!ources that they virtually have no supervision of the banking business
111 Canada, that the Government does not. If I am not mistaken,
they just make a report about once a year, and they have virtually
110 supervision as we understand it in this country.
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Mr. GOLDSBOROUGH. Mr. Chairman, I would like to ask one
question there.

Isn't that because, instead of the Government being able:to control
the banks, the banks largely control the Government?
Mr. Siium.. Yes; they are just in absolute partnership.
Mr. GOLDSBOROUGH. Assuming that it is conceded., that branch

banking is becoming more and more necessary, with which proposition
I do not agree, do you not believe it would be better for metropolitan
banks to be allowed to establish branches within their areas, and
then have the rural districts conduct their own branch systems, dis-
connected from any metropolitan banks?
Mr. SnuLL. Well, I have thought about that a great deal. I think

that unquestionably there are some advantages to branch banking,
and I think branch banking in large cities is good, but I do not think
branch banking should ever be permitted to cross State lines. That
is my idea.
Mr. GOLDSBOROUGH. But if you allow branch banking to be on a

state-wide basis, is there not bound to be some legislation which will
allow it to cross the State lines?
Mr. Snum, It is pretty apt to come.
Mr. GOLDSBOROUGH. Now, with respect to the definition of the

term "trade area" which you ref( rred to. a moment ago as involving
the city's flow of trade, the necessary implication being that Mr.
Pole's idea of a branch banking system is a system which has its incep-
tion in the cities, do you think that is necessary at all? Do you not
think that sufficiently strong branch systems could be set up in the
rural districts without having a parent bank in a city?
Mr. Siium, Yes, sir; I do.
Mr. STRONG. I want to ask you now about that supervision. You

have charge of the supervision of banks in your State. What is your
opinion as to the ability of a superintendent of banks to examine
large systems, when they have 1, 2, 3, or 100 banks?

• Mr. SHULL. Well, I attended the supervisors' convention of all the
State bank commissioners of the United States held in San Francisco
this last summer, and while there I had occasion to talk with, I think,
the chief auditor of the State banking department of California, and
he told me that in the examination of chains in that country, of
branches, that they paid very little attention to the actual audit of
the bank. You understand that an examination of a bank by a
State department comes under two heads, one an audit and the other
more of an analysis of its solvency, and he said that it was absolutcly
impossible for them to go very far into the auditing part of branch
banking, that they left that principally to the auditing department of
the parent institution.
Mr. STRONG. Of the branch bank itself?
Mr. SHULL. Yes, sir.
I would like to state further along that line, since you brought it up,

that I noticed in Mr. Pole's discussion of that that he admitted that
it would virtually be necessary for his office to be examining those
banks all the time, almost a contmuous examination, which to my
mind suggests that you just have that department helping to operate
those banks, and you are getting the Government right in the bank-
ing business.
Mr. STRONG. Have you any suggestion as to what policy might be

used to strengthen the banks of the country?

 46
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no Mr. SifuLL. Well, I do not know whether I have anything that is
Practicable or not. I have one pet theory that I have thought about.

ol Mr. STRONG. The committee would like to have it.
. Mr. SHuLL. I have often wondered, in the organization of a bank,
if. it would not be possible to provide that each stockholder, in addi-

ct' tion to paying in the capital and surplus required, should purchase
on an equal amount of good bonds, of a class to be determined, of course,
in to be deposited by a national bank with the Comptroller of the
rid Currency and by a State institution with the banking department
is- of that State, as a guarantee to taking up losses as they occurred.

Now, banks do not fail over night; it is a trend that a certain bank
ik gets into, usually, that causes failure.. I am talking now about
[g, normal banking conditions, and eliminating the war period. It is a
ik trend that a bank gets into, and many times in my department, and
at I am sure in others, we realize that we should levy assessments before

We do, but for various reasons we do not do it; the banker thinks it
a will ruin his business, break him, and we do not do it, and the trend

ill of his business, instead of getting better, gradually gets worse, and
the first thing that happens, we wake up and his capital is lost.
Now, if these bonds were pledged with the banking department,

le the loss in that bank could be taken care of gradually out of the sale
Lg of those bonds, and then whenever those bonds got down to a point,
r. say, of 50 per cent of the amount originally deposited, you could
i- require them to replenish.
A I do not know whether that is a practical idea or not. As I said
Le before, you can not eliminte risk from business altogether.

Mr. STRONG. It would tend to bring the stockholders to the im-
portant realization of the fact that losses were occurring and cause

)ti them to take more interest in the affairs of the bank, would it not?
ir Mr. SnuLL. Yes, and one of the biggest things about it that I did
le not mention was the fact that it would assure you of a better class of

atockholders than you now have. There are a great many people that
)e In the organization of a bank  

m 
have become interested in it through

,o stock ownership that have no interest the banking business at all,
c, fuld this would tend to prevent that kind of a citizen from becoming
id interested in the organization of a bank.

Mr. STRONG. We have had a good deal of controversy before this
)f committee regarding the taxation of banks. I would like to ask you
a if you have any views in that regard. . .
.r /qr. SHULL. I have been bank commissioner about two years and a
Y half, I think, in Oklahoma, and I have advocated how I think banks
b should be taxed. I think it would be right and equitable for banks to
)f be taxed at about 60 cents on $100 of their capital stock; that is about

in line with other taxable property on an ad valorem basis. Then I
think that the surplus of a bank should be exempt from taxation, or
certainly only a very small amount of tax levied on it, perhaps as much

), as is levied against money in the different States, which in our State
t is two-fifths of 1 per cent, I think, provided the bank carries a certain
e per cent of its earnings to the capital each year until it got equal to the
y surplus.

In our State our court has just lately rendered a decision that is
favorable to the State banks, because we have a law to the effect
that you can not tax a State bank greater than a national bank; that

100130-30—voL 2 vr 12-2
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you can only tax bank stock on a basis equal to money in banks,
deposits in banks, which is two-fifths of 1 per cent, which virtually
means we do not have any taxation against bank stock.
Mr. STRONG. You do not think that the capital of banks should

be put in a preferred class, do you? You think that it ought to pay
the same rate as other property?
Mr. SHULL. I do; and I want to say this in fairness to the bankers,

and, as I said before, I am giving you more or less the localized view-
point, because that is all I have, but the bankers of my State are very
much in favor of paying a just and equitable tax. They think they
have too much relief now. They felt until this court decision that
they had been taxed too much, and they know that we have gone
too much in the other direction now and they want to pay an equit-
able tax, and I think the bankers in other States feel the same about it.
Mr. STRONG. What do you think of applying Gresham's law to the

banking proposition?
Mr. SHULL. Well, I noticed that something was said about Gres-

ham's law in these hearings. I believe the idea of Gresham's law is
that the baser metal drives out the good, and I was rather surprised
to see it applied to banking. However, I think it was brought
out later in the controversy that it did not apply to business but
simply to metals, and certainly banking is not metals; its chief busi-
ness is not to deal in metals but in credits. It is a business like any
other business, and I think it was brought out in the hearings here
that that theory worked adversely in business, and I think it would
have no application.
Mr. WINGO. If I may say this, others referred to that, and I think

I referred to it in this connection, that a superior service and better
quality of goods had a tendency to drive out of existence the com-
petitor who dealt in the inferior service and the inferior quality of
goods, and I think I incidentally remarked that was just the reverse
of Gresham's law, that, in so far as metal and money are concerned,
the baser drives out the superior, whereas in business service and qual-
ity of goods, the superior drives out the baser.
Mr. SHULL. Yes, sir. I do not know who brought it out, but I

know some one did, but my point is that I do not think it has any refer-
ence to the banking business. I may be mistaken about that, but
that is my idea.
Mr. WINGO. I still seem to be enable to make myself understood.

I did not say that.
Mr. STRONG. I know you did not.
Mr. WINGO. The point I made was this, that it was just the op-

posite applied to business, that in business the superior drove out the
inferior, whereas in currency the baser drove out the superior.
Mr. Slim,. I agree with you on that; yes, sir.
Mr. WINGO. It is just the reverse of Gresham's law.
MT. SHULL. Yes.
Mr. STRONG. What do you think the States will do if Congress acts

favorably on a law to permit nation-wide branch banking?
Mr. Slum,. Well, I think unquestionably the States would follow

suit in allowing branch banking within their States
' 
and possibly there

would be some attempts made to allow banks in different States to
reciprocate with each other across State lines.
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Mr. STRONG. And it would eventually result in nation-wide branch
banking?
Mr. SHULL. Yes; a bad condition, I think.
Mr. STRONG. You have pointed out that in England they only

have five banks with 8,000 branches, and in Canada, only three large
banks with numerous branches, and that they exist in countries where
they have practically two classes of people; that the middle class in
these countries is largely eliminated. Do you think the establishment
of nation-wide branch banking in this country would tend to eliminate
the middle class here?
Mr. SHULL. I think it would be the biggest step this country has

ever taken toward decentralization and toward making it impossible
to insure that the smaller business interests in this country would get
the line of credit that they are entitled to.
Mr. STRONG. The trend now is toward mergers and chain stores—

big organizations. Do you think that if we permitted a banking
System that would eventually result in a few banks having control of
all the money and credit that the outcome would eventually be that
the middle class of people in this country would be eliminated as they
are in other countries? Is that your idea?.
Mr. SHULL. I think it would be the biggest step we have ever

taken in that direction.
Mr. STRONG. Mr. Wingo wishes to question now.
Mr. WINGO. I just desire to ask a few questions. Just take the

question you have just left, that of banks having branches established
beyond the State line; that is, by State charter: You said something
about reciprocity between the States. What did you mean by that?
Mr. Strum,. I meant it would be possible—at least I think it would

be possible for the State of Arkansas, as I believe you are from
iArkansas, to allow a bank n Oklahoma City, we will say, to estab-

lish branches in your State provided the State of Oklahoma would
allow a big bank in your State to do a branch banking business in
Oklahoma.
Mr. WINGO. You are not a lawyer, are you?
Mr. SHULL. Well, I graduated from a law school and I practiced

some, but I do not claim to be much of a lawyer.
Mr. Wzrerao. I was under the impression you were not a lawyer

and I was prepared to ask some questions that you would not appre-
ciate if you were not a lawyer. If branch banking is a blessing and
a good thing, why confine it to geographical limitations?
Mr. SHULL. I tried to bring that idea out in my talk at the start.

I think we might as well face the proposition and look at it as a nation-
wide branch banking, because. you will remember that Mr. Young's
testimony virtually admitted it would come to that. He said that it
would take 50 years, but it is a matter of opinion whether it would
be 25 or 50 years.
Mr. WINGO. Well, take as a practical proposition, two towns in

my district—two largest ones—Texarkana and Fort Smith: If branch
banking is a good thing, why say to the banks of the city of Fort
Smith that "You can not cross the river to a town on the other side
of the river in Oklahoma and establish branches there?"
Mr. SHULL. As a matter of fact, they do own several banks in

Oklahoma.
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Mr. WINGO. You mean gentlemen connected with them 
Mr. Snum,. It is a chain proposition; I mean the head officers.

For instance, the First National Bank of Fort Smith owns the con-
trolling stock in several banks of Oklahoma.
Mr. WINGO. You do not mean the bank itself owns that con-

trolling stock?
Mr. SHULL. No 
Mr. WINGO. You mean the dominant persons in those banks in

Fort Smith are also stockholders in smaller banks in your State?
Mr. SHULL. Yes, sir.
Mr. WINGO. You say the First National. Mr. Nakdimen, of

the City National also owns some, does he not?
Mr, strum,. Yes, sir.
Mr. WINGO. You do not call them chain or group banks either?
Mr. &mu,. I have not thought about what I call them.
Mr. WINGO. What they set up is this, that they are separate

corporations, of course 
Mr. SHULL. Yes, sir.
Mr. WINGO. Some National and some State banks?
Mr. SHULL. Yes, sir.
Mr. WINGO. And the same man who is. an officer or lage stock-

holder in one of these Fort Smith banks is also an officer and, in
some instances, a director in these State banks and National banks
in your State?
Mr. SHULL. Yes, sir.
Mr. WINGO. But to get back to the proposition I started on, if it

is a good thing, and aside from that barrier, I have not found out
what is the argument in favor of confining the blessings of this system
of branch banking to any given geographical area. I can not catch
the point. Have you heard of any reason for it? You suggested
you thought it should be confined to State boundaries. I wondered
what reason you had in mind for that?
Mr. SHuLL. Well, there are communities, in my State, and I am

sure in other States, that have no banking connections or facilities.
Some have them, but they are, in reality not supported, and I wonder
some times if it would not be all right to permit a bank at a county seat
to establish offices out in other towns in the county, to say the least.
I do not know how much further it should go than that.
Mr. WINGO. In other words I think the though that is back in

your mind is that you would maintain more of an intimate connection
and intimate knowledge of conditions to be met and the services to
be rendered, by confining it closer to the parent bank?
Mr. SHULL. Yes, sir; a more localized community.
Mr. WINGO. What is there in the present decisions of the courts.

that would prevent a bank in Oklahoma or in Delaware from estab-
lishing branches in States whose corporate laws authorize the domestic
banks to establish branches?
Mr. SHULL. I could not tell you.
Mr. WINGO. It is all governed by the decisions of the courts in

reference to foreign corporations coming into the States and doing
business, is it not?
Mr. SHULL. Yes, sir, but there is a special statute on banking, you

know. It does not come under the general corporation statute—the•
banking privilege of our State.
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Mr. WINGO. Suppose they tie up, like the telephone and telegraph
companies did. Take the Western Union: The Western Union is
the one that tested what is known as the Wingo Corporation Act,
of which I was author, when I was State Senator, governing cor-
porations coming into the State and doing business. Suppose some
Oklahoma banking corporation got control of some banks in my
district, in Arkansas, and subsequently they wanted to make them
branches and went into the court and showed they had established
their business there and made the same plea that the telephone com-
panies did—set up that they are engaged in interstate business:
Have you any reason in your mind, as a lawyer, why the modern
trend of the Supreme Court would not hold that the State laws could
not discriminate against them by classification of business?
Mr. SHULL. Well, of course, you have asked me quite a legal ques-

tion and my thought is this, that the only right to establish banks in
the several States is purely a statutory right and there is a special
statute on banking in my State and in most of the States, I presume,
and that statute would govern the organization of a bank.
Mr. WINGO. It is true we used to have the idea that a State could

determine whether or not a foreign corporation could come into the
State and do business, but we have had to modify that to some extent,
have we not?
Mr. SHULL. I think so.
Mr. WINGO. Well, take the trade area. You have read the defini-

tion of the trade area that Mr. Pole gave. Under his definition and
the rule he lays down, Oklahoma would be included in the trade area
of Kansas City, would it not?
Mr. SHULL. Oh, no; I would probably say more so in St. Louis.

St. Louis does a great deal of business in Dallas and a great deal of
business in Wichita, Kans.
Mr. WINGO. Kansas City merchants 
Mr. SHULL. The western parts of the State would deal with Kansas

City and the eastern parts of the State with St. Louis.
Mr. WINGO. In the eastern part of the State, Kansas City mer-

chants have a big business in Oklahoma and as far south as Grannis
on the Kansas City Southern—Grannis, in Arkansas, and as far down
as DeQueen. They call that their trade territory. Their business
is done there: I mention that to get your view on this, that if you
undertake to say the trade area shall be the rule, necessarily that
would be a fluctuatig rule, would it not; that the boundaries would
have to be changed to meet the fluctuating trend or course of trade
and commerce?
Mr. SHULL. Yes, sir; and there would be a very great overlapping

of territory.
Mr. WING°. Could you conceive of a legislative rule to be laid down?

Would it not be necessary to leave that to a bureau to define, and,
in the last analysis, would itnot practically mean nation-wide branch
banking?
Mr. SHULL. Yes, sir; I think the only way you could define it would

be just an arbitrarily defined area.
Mr. WINGO. I was interested in two of your suggestions, and I

want to see if I understood you correctly. One was that you had
studied your banks and that the failures that had been taking place
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in recent years were not in the banks that had been recently organ-
ized—that is, the abnormal percentage of bank failures—and that this
abnormal rate had been confined to those banks in existence prior
to 1920?
Mr. SHULL. Yes, sir.
Mr. WINGO. And that the failure of those banks that were organ-

ized and in existence. prior to 1920 was occasioned not by any new
business so much as it was by the continued hangover of paper and
credits that they had extended or acquired prior to 1920?
Mr. SuuLL. There is no doubt about that in my mind.
Mr. WINGO. I had been told that it was true in my State and I was

interested in your suggestion that, as a matter of fact, banks failing
in your State and in my district are not failing on account of any mis-
management or misjudgment of extension of credit in recent years,
but because ever since 1920 they have been hoping against hope,
renewing paper and getting interest whenever they could in driblets
on the principal, but finally they had to face the fact that it was hope-
less and that they could never, however long they might carry some
people, get cleaned out and they might as well clean house and
acknowledge they were broke? .
Mr. SuuLL. I think you are right.
Mr. WINGO. You contention is that, .and you draw from that,

that the cause of the abnormal bank .failures in the small country
banks throughout the agricultural sections of the country is not the
failure of your present banking system to meet changed economic
conditions, but that it was attributable mainly to the reasons you
give, namely, the hangover, first of the inflation and then the drastic
deflation?
Mr. SHULL. Yes, sir.
Mr. WING°. I notice you grouped your banks into about three

different groups. I think I gathered from your analysis that instead
of the smaller banks being the less profitable, as we have been led to
believe, in your State they seem to be more profitable?
Mr. SHULL. That is true; yes, sir; but I will find out for sure.
Mr. WINGO. In other words, you undertook to show how many had

paid dividends. As I recall, there was a larger percentage of the
smaller banks paying dividends than there was of the larger banks.
Mr. SHULL. The largest percentage of banks paying dividends was

Group No. 2—$25,000 to $50,000 capital.
Mr. WINGO. In that group was there a smaller number than there

was in Group No. 1?
Mr. SHULL. There is a slightly larger number paying dividends.

In other words, 70 per cent to 60 per cent of banks less than $25,000.
Mr. WINGO. The point I was trying to get at is this: Measured by

total number of banks in groups, which was the greater, No. 1 or
No. 2?
Mr. SHULL. No. 1, but I would hate to put that into the record

without having the paper before me.
Mr. FENN. I think the reporter has it.
Mr. WINGO. The percentage you gave there was the percentage

of the dividends on the whole system; you did not give the percentage
measured by the capital of the banks that simply paid the dividends?
You just took all the banks, did you not?
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Mr. SHULL. I took all the banks, for instance, in Group 1, and
figured the earnings against the capital stock in all of the banks in
that group, and it averaged so much. If I figured just against the
capital of a few of them, of course the figure would be very much
different. The dividends were figured against the capital of all the
banks in the particular group.
Mr. Wm:4o. Measured by the future stability of your banking

System in Oldahoma, this abnormal number of failures in the last
few years is attributable to the major causes which you described—
the hangover of bad paper in 1920—and the fact you have finally
cleaned house tends to give more stability in the future and promises
fewer bank failures in the future, does it not?
Mr. SHULL. Yes, sir; but I will state this: We have not fully cleaned

house 100 per cent yet.
Mr. WiNac:,. I realize that. You have still some that you think

will have to face the inevitable. I will not say a lot, but several, as
they have in all States, that are still trying to clean up. However,
you have one abnormal condition that some of the members of this
committee not acquainted with the conditions in our section, do not
realize, that in four years in Arkansas and Oklahoma, you have faced
a complete failure due to the failure of the cotton crop either quantity
or price, and to floods and the depressed price of the cotton crop, and
if you had had one good cotton crop in the last four years a large
number of the banks that are failing would have cleaned up and gotten
back on their feet?
Mr. SHULL. I think so; yes, sir.
Mr. WINGO. And the floods and the evil effect, first, of the inflation

and then of the deflation, are more responsible in your judgment for
the numerous failures in your State than any deterioration or failure
of the banking system to adjust itself to changed economic conditions?
Mr. SHULL. Yes, sir.
Mr. WINGO. Now, you suggested, or named some chain banking

Systems in your State and I was struck by your failure to list some
that I understood were chain banks and I will ask you to give your
definition of the distinction between a chain and group system of
banks. First, what do you call a chain bank? Let us get that first.
Mr. SHULL. Well, a chain bank, as I understand it and think of

it, is a bank where one or probably several people own the control
or exercise the control over a number of unit banks.
Mr. WING°. Before you go to your definition of the group system

of banks, will you state whether that is on the increase or decrease
in Oklahoma?
Mr. SHULL. Chain banking?
Mr. WINGO. Yes.
Mr. &mu,. I do not think there is as much chain banking as there

was 12 or 15 years ago in our State. I do not think there is.
Mr. WINGO. What do you define as a group bank?
Mr. SHULL. Well, a group bank is where a company owns stock

in a number of different unit banking organizations.
Mr. WINGO. In other words, a holding company?
MT. SHULL. Yes, sir.
Mr. WINGO. That has different unit corporations?

L
MT. SHULL. Yes, sir.
Mr. WINGO. Is that on the increase or on the decrease in Oklahoma?
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Mr. Swum,. We have one company of that kind in Oklahoma that
has come into existence right lately. Probably 10 or 12 years ago
there were several groups of banks in our State, but during the last
four or five years, group banking has almost entirely disappeared in
the State up until the late group was organized.
Mr. WINGO. Speaking about your tax proposition—and I will not

pursue the matter any further—I was interested in the decision of
your Supreme Court, under whidh your banks were relieved from
State taxation. That was a decision some time last fall, as I recall?
MT. SHULL. Yes, sir.
Mr. WINGO. It was furnished me by a gentleman who was inter-

ested in the exemption of national banks in my State from their new
tax bill that passed the State Legislature. The real test should be,
in your opinion, should it not, not so much the rate as the burden?
It is possible for a bank or any other taxpayer to have the same rate
applied to them yet, measured by the actual burden, the burden may
be greater or less, may it not?
Mr. SHULL. I think the rate should be the same and the assessment

should be the same as against other property taxed on that basis.
That has been the trouble. Banks heretofore have been overassessed,
compared with other property.
Mr. WINGO. To show you what I had in mind, I found, in exam-

ining some tables the other day, that the general counsel for the
American Bankers' Association furnished us that whereas the na-
tional banks will not have to pay one species of taxation the State
banks will in Arkansas, yet, measured by their earnings and possibly
on one other basis, the percentage taken from their earnings by the
State of Arkansas in taxes was greater on the national banks than
on the State banks, whereas the popular impression is down there
that national banks, by reason of developments, are bearing a smaller
taxation than the State banks.
The point I have in my mind is that it is possible to have an

apparent equality of treatment measured by rates, but when you
come to measure the actual tax burden sometimes there would be a
discrimination that would not be apparent upon the face of it; and
in the last analysis, in Oklahoma and other States, is not this true,
that the insufficiency and discrimination that takes place in the assess-
ment is frequently a thing more to be condemned than any lack of
uniformity or any discrimination that may exist in the law itself?
Mr. SHULL. Well— —
Mr. WINGO. Take the other circumstance you cited, that you have

been overassessing your banks measured by the way other properties
have been assessed.
Mr. SHULL. Yes, sir; but all banks in both systems have been

assessed alike.
Mr. WINGO. I ant taking banking as a business and not distin-

guishing between banks, either State or national, because in your
State you have a law that is different from the law in my State.
Whereas in your State the very moment the court decides that the
tax levied against a national bank can not exceed a certain amount—
that is a very small tax applicable to money and intangibles—under
your State, the moment the national banks defeat the collection of
that tax under another statute, the State banks get the benefit of
that; whereas in Arkansas when the new statute conflicts with sec-
tion 5219, as far as national banks are concerned, the State banks
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do not get the benefit, but the State banks have to bear the burden
and have to pay that tax. There is a discrimination and a distinction
in the two States?
MT. SHULL. Yes, Sir.
Mr. LUCE. Bearing upon the situation of the depositors in these

matters, will you tell us what reason you find in your community for
the prevalence of a higher rate of interest at large than we have in
the east. We understand the prevailing rates for money in the
West and South are higher than in the East, and we were given to
understand that if we had the Federal reserve system it would tend
to equalize the rates of interest all over the country.
Mr. SHULL. Yes, sir.
Mr. LUCE. Why has it not been done?
Mr. Stium,. Simply for the reason that there is more money in the

East and more demand in the West in proportion to the amount of
money available than in the East.
Mr. LUCE. We were told when the Federal reserve system was

established, that it would facilitate the flow of money back and forth
over the country and that its transfer by telegraph and by the devices
the Federal reserve system has followed, would makopat as easy to
borrow $10,000 in Oklahoma as it is in Buffalo.
Mr. Siium.. I do not think you could expect the Federal reserve

System to bring about just that result. I think the Federal reserve
system has assisted in lowering the rates in the West and making the
money in the East more available in the West, but the actual money
owned in the West is less, in proportion to the demand than it is in
the East. Individuals loaning money individually can simply get
more for their money there, and it affects banking to some extent,
too.
Mr. LUCE. The next question is: Do you share the apprehension

that the creation of branch banking systems will result in bringing
still more money into the East away from the West and, if so, how
do you reconcile it with the higher earning power of money in the
West?
Mr. &mu, On account of the reason you have a greater risk there,

especially for an organization in the East lending that money in the
West. Unquestionably a local banker in a local community can lend
money and be satisfied with it and do it more safely, whereas, when
lending money away out of the territory, that can not be done. That
is one reason why the money is cheaper in the East. The people have
the money and they would rather lend it in the East than in the West.
I think if you take it individully, you would rather do it. You would
take the loan closer at home to people you know personally and inti-
mately rather than lend it in the West at even a greater rate of
interest.
Mr. LUCE. I find it hard to reconcile that with the recent era of

stock speculation. Great quantities of money were pulled out of the
West and out of the South into the New York market.
Mr. Salm,. Of course that was not an average condition; it was

an abnormal condition.
Mr. LUCE. What opportunity does the man with a little money

in Oklahoma have to share in the larger profits that are made by banks
that charge higher rates of interest? To put it concretely, in my own
neighborhood, in Massachusetts, the depositors in savings accounts,



1590 BRANCH, CHAIN, AND GROUP BANKING

get nowfrom 4 to 5 per cent income on their money. How do you
explain the fact we do not find that apparently in any of the smaller
communities of the West?
Mr. Salm.. They do. That is the rate they get in our State-4

per cent. Our law provides that the banking commissioner shall fix
the rate and that has been fixed at 4 per cent. The State bank is not
supposed to pay more than that. However, some of them do do it
where they have competition that makes them do it. But 4 per cent
is the general rate over the State.
Mr. LUCE. To depositors?
Mr. SHULL. Yes, sir.
Mr. LUCE. Does your State give any particular protection to

savings or time deposits by requiring their segreagation?
Mr. SKULL. No, sir; they do not.
Mr. LUCE. We have thought, in the East, that there was a par-

ticularly sacred character, shall I say?—that is hardly the word—
but that it was more important to safeguard the savings of the people
than the money that is used for commercial purposes?
Mr. SKULL. I think there is good room for thought along that line.

I think the losses to that class of depositors cause a great deal more
harm than the same losses in the commercial department.
Mr. LUCE. Do you think that it would be probable or improbable

that the development of either branch or chain banking would in-
crease the safety of such depositors?
Mr. Salm. Well, as I brought out in my talk, I think this: I think

eventually the banking business of this country will be done by a very
few parent institutions and I think the size and the result of a failure
would be so big that probably the Government would step into the
picture and, on that theory, make it safer. It would be so big you
could not allow it to fail. I think that is the biggest element of safety
that there is in it.
Mr. LUCE. It has been brought to my attention, outside of these

hearings, that where branch banking is developing, there seems to be
a tendency to cut out the little fellow as much as possible—I mean the
small depositor. Do you think that is a probability, that when aggre-
gations of banks become prevalent, they will make it harder for the
man with a little money to do business with them?
Mr. SKULL I think it will be a little more expensive for them to

do it. I think they will always take their money, but as the large
banks in the country are doing now, they will probably charge for
taking their money. I think that will be enlarged upon. I think the
greatest element involved is the borrower under our unit system, who
is entitled to make loans. I think that privilege, to make small loans,
will be taken from him.
Mr. LUCE. Your statement leads up to something that I wanted

to ask next. There is growing dissatisfaction with the tendency of
banks to slough off, so to speak, the small business; to refuse to carry
accounts having small balances, or to impose something in the nature
of a fee for the privilege of checking accounts for household purposes
and other similar purposes of daily life. Is that noticeable in Okla-
homa?
Mr. SKULL. Yes, sir.
Mr. LUCE. You think it is a good policy on the part of the banks?
Mr. SHuLL. Yes, sir; I think it is worth the money.
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Mr. LUCE. In other lines of quasi-public utility—for example,
electric lighting, and the telephone as well as the purely public Postal
Service—it has come to be recognized that it is just, wise, and profitable
to maintain certain services at less than cost for the sake of the whole
structure. Might that not also apply in banking?
Mr. Simla,. Well, I do not know. I do not think the condition of

affairs in our State justify it. Personally, I have been advocating the
Putting on of a reasonable service charge, because the earning capacity
of banks in our State is not as large as I would like to see it.
Mr. LUCE. But the little fellow is the fellow that becomes a big

fellow in course of time.
Mr. SituLL. I had a man who came into my office recently to or-

ganize a bank and his thought was to run a bank without a service
charge and I asked him what he would do if he was a merchant—
Would he sell his goods to a customer at a loss for a period of time on
the theory that, after a while

' 
the customer would buy from him on a

Profitable basis. I think that principle applies to banking. I think
they are entitled to a legitimate profit on the service they render.
Mr. LUCE. Are they not, in their nature, quasi public? The argil-

Ment has been advanced from time to time, that the public interest
is greatly concerned with the present tendencies in banking and that
they are not purely private institutions.
Mr. Simla,. I have never been able to conceive how you could con-

sider them anything else. They get their charters from the State, it
ie true, but their busines is really private.
Mr. LUCE. But have you any official charged with the supervi-

sion, for instance, of grocery stores?
Mr. SHULL. No, sir.
Mr. LUCE. Does not your very existence, as an official, show that

the State is taking the ground that banking is quasipublic in its
nature?
Mr. SituLL. I did not mean to convey the idea that it was not

somewhat quasipublic in its nature. I did, not mean to go that
strong, but I think it is really over-emphasized on the other side too
and that it is not as much so as some people think. I think banking
is entered into by stockholders rightfully from the standpoint of
legitimate profit. I think legitimate profits is one of the greatest
Safeguards that a bank can have.
Mr. LUCE. Did I correctly gather from something you said, that

you are apprehensive that the development of branch and chain
banking might result in more difficulty in the matter of getting credit
by the small merchant or the rancher or fanner?
Mr. SnuLL. Yes, sir; I think it will.
Mr. LUCE. I do not quite follow your logic there. You have led

ine to understand that the interest rate will be higher, or is naturally
higher in Oklahoma than it is, say, in Pennsylvania.
Mr. SHULL. Yes, sir.
Mr. LUCE. Why would not a branch-banking system send its

Money where it could get the most profit on it?
Mr. SnuLL. There is an element of risk and the knowledge of the

risk that they are assuming, that would enter into that. The loans
they would make in the territory, I am sure, would be made at as low
a rate of interest or probably lower, but there are a great many loans

4
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in the territory that a unit bank can safely make and that a parent
or branch bank would not make.
Mr. LUCE. Gentlemen who have represented the present group

systems have insisted that they would be just as liberal and anxious
to do business in the small places as the unit banker has been.
Mr. SHULL. Well, I am giving you my opinion and I have talked

to some bankers in California that verified my statement. At least
that is their opinion about what is going on out there. I know from
the very nature of things that the small merchant or small farmer--
lots of farmers in our State want to borrow $100 or $200 or $300, and
in making that loan the question of interest is not, by any means,
the only charge that could be made against that loan. It takes a
great deal of time to wait on that customer. It is not a profitable
loan, even if the interest rate is large. If I was in a bank away off
somewhere I would not approve of such business because I do not
think I could do it safely. If I was in close touch with it and had
personal knowledge of that class of customer that I was doing business
with, it could be done safely.
Mr. LUCE. That is all.
Mr. FENN. I have only one or two questions to ask. Under your

State law, there can be no branch banking—I mean branch banking
in Oklahoma?
Mr. SHULL. No, sir.
Mr. FENN. The State law forbids it?
Mr. SHULL. The State law does not forbid it. It is silent on the

subject, but the attorney general of our State has ruled that it can
not be done.
Mr. FENN. Group banking has started in your State?
Mr. SHULL. Yes, sir; one group of banks.
Mr. FENN. Of course, by group banking, you refer to several banks

held by a holding company?
Mr. Strum, Yes, sir.
Mr. FENN. Do you think there should be a control of that holding

company by authority?
Mr. SHULL. Yes, sir; I think so.
Mr. FENN. I think the mention was made here either by Mr. Wingo

or by yourself, in regard to foreign corporations coming into a
State. Now, we will presume that your holding company for one of
your groups in Oklahoma, is chartered in Delaware or in Connecticut
or in some State that gives favorable charters for associations of that
character.
Mr. SHULL. Yes, sir.
Mr. FENN. How would your State be able to control that Delaware

corporation—to use that expression as an illustration—control the
operations of this out-of-your-State corporation, which controls,
to a large extent, the banking facilities in your State?
Mr. Simla,. I could not answer that. I do not know how they

would do it. I said I thought they ought to have some control.
Mr. FENN. If the branch banking association is made up entirely

of national banks, that control might be taken by the Government,
but it has occurred to me, under this system of group banking, the
holding of a chain of banks by an out-of-the-State, ultra-State cor-
poration, the State was losing control of that unit, and that some
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system should be devised by which control could be given over the
controlling corporation.
Mr. SHULL. I think so, too.
Mr. FENN. What do you think of that?
Mr. SHULL. I think there should be.
Mr. FENN. In regard to direct branch banking, you say—and we

have always known it—that interest rates are higher in States like
Oklahoma and in some other midwestern States and southwestern
States, than it is in other States. How is it in California where branch
banking has been developed to the highest degree—I mean the charges
to the borrower?
Mr. Strum.. I do not know.

• Mr. FENN. I do not know whether Mr. Giannini brought that out
the other day or not.
Mr. SHULL. Personally, I do not know.
Mr. FENN. I am curious to know what the rates in California, just

West of you—and that is a remote State from the east, as remote as
anything can be in the United States to-day—are. I believe the
rates in California are not very much higher, if any, with branch
banking, than they are here.
Mr. Strum.. I do not know.
Mr. FENN. Do your people look with favor upon the proposition

of this group banking in Oklahoma, as far as you are able to ascertain?
Mr. SHULL. They do not.
Mr. FENN. They are fearful that the present banking system

Would not be able to furnish as good facilities to your people under the
group system as under the existing system—is that the idea?
Mr. SHULL. Yes, sir; you will find that the people—and I am not

referring to the bankers, but to the people themselves in these agri-
cultural towns—are not in favor of branch banking.
Mr. FENN. I just want to say, in passing, in regard to Mr. Luce's

statement about charging for carrying small accounts, I know of a
hank—the fourth oldest bank in the United States—where, years ago,
the president of an insurance company gave up his presidency of that
Company to organize a bank, which is now a part of this big bank of
which I speak. Three or four banks were consolidated, and that
,hank this man had organized is one of the units of that consolidated
bank. One day one of the tellers said, "We ought to get rid of a lot
of these small accounts; some do not carry over $12,' and this very
successful insurance president said to his teller, !`Don't you let one of
them go." He said, "Some day they may he the largest depositorsU' this bank." That happened; some of them turned out to be the
largest depositors in that bank.
Mrs. PRATT. The first. question I have is on a subject which was

very strongly brought out here both by the Comptroller and by the
Governor of the Federal Reserve Board, and that was that the purposeOf branch banking was the mobilization of credit. in a great many
different centers, for the purpose of decentralizing it. Would you be
in sympathy with that purpose? Their idea was that that could be
done more easily through a branch-banking system.
, Mr. SHULL. My idea is that it will not be done through the branch
banking system.
Mrs. PRATT. But you think it would be a good thing to bring about?
Mr. SHULL. Yes.
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Mrs. PRATT. How would you suggest it could be done without
branch banking?
Mr. SHULL. I think it is done with the Federal reserve system,

as far as you can do it. I think any country, in the nature of things,
will have one financial capital, and I do not think you can eliminate
it. I do not know that it is necessary.
Mrs. PRATT. You think the decentralization is done sufficiently

through the Federal reserve system as it now stands?
Mr. SHULL. I do.
Mrs. PRATT. Another point that has been brought out is the ad-

vantage of the branch banking system as a diversifier of credits.
Would you think, in the situation about which you were talking with
Mr. Wingo, where the failures were due to loans on cotton crops, that
had your banks been members of a branch system they would have
had greater diversity of credits and they would not have depended
on loans on one type of security? Is it not a fact that if their loans
had been diversified, they might have been Ole to pull through, but,
having all of their loans in one type of security, when that was wiped
out they had nothing to fall back upon?
Mr. Slum', I think possibly there would be somewhat more diver-

sification. However, if you will attend a bankers'. convention at any
point of the country, you will find that diversification is the one thing
preached and practiced by the banks to-day.
Mrs. PRATT. You think the small unit bankers could do that?
Mr. SHum, Yes; they are doing that to-day—diversifying their

investments by purchasing bonds to an extent that was unheard of
10 years ago.
Mrs. PRATT. That is a recent development?
Mr. SituLL. Yes; for the country bankers. But you will hardly

find a country banker now who has not substantial holdings in
securities of various kinds.

MTS. PRATT. I think that is all.
Mr. STRONG. Without objection, we will take a recess until half

past 2.
(Whereupon, at 12.30 o'clock p. m., a recess was taken until 2.30

o'clock p. m.)
AFTER RECESS

Upon the expiration of the recess, the hearing was resumed, Hon.
Robert Luce presiding.
Mr. LUCE. The committee will come to order.
Mr. Brand, I understand you want to ask some questions?
Mr. BRAND. A few questions only.
How long have you been Banking Commissioner of the State of

Oklahoma?
Mr. Slum', About two and a half years; since October, 1927.
Mr. BRAND. Were you connected with a bank at the time you

were appointed to that position?
Mr. SnuLL. No, sir; not at that time.
Mr. BRAND. I am interested in an independent unit bank, and

therefore I was very much interested in your statement and your
attitude toward the different systems of banking, branch, chain, and
group.
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Did I understand you to say that, as an experienced banker, your
preferred the unit banking system either to chain banking or branch
banking?
Mr. SHULL. Yes, sir, I do.
Mr. BRAND. How much experience have you had tin the banking

business?
Mr. SHULL. I was in the banking business for about 15 years.
Mr. BRAND. As an active banker?
Mr. SHULL. Yes, sir.
Mr. BRAND. What positions did you hold?
Mr. SHULL. Cashier and president in one, and vice president in

another.
Mr. BRAND. And you were actively engaged in banking during those

15 years in the State of Okalahoma?
Mr. SHULL. Yes, sir.
Mr. BRAND. President of one, you say, and vice president of another,

and then cashier?
Mr. SHULL. Yes, sir.
Mr. BRAND. During these years that you were engaged in the

banking business, were you connected with unit banks exclusively?
Mr. SHULL. Yes, sir. At one time I did have some stock in other

banks at close-by points, but not a controlling interest.
Mr. BRAND. What were the figures you gave us this morning, as

to the number of failures of banks in Oklahoma, from the beginning
of the deflation period in 1920 down to 1929?
Mr. Slum', There were 174 State banks that failed during that

time.
Mr. DUNBAR. What time is that?
Mr. SHULL. From 1920 to 1929.
Mr. BRAND. What character of banks were they? Were they

State banks exclusively, or some national banks?
Mr. Slum.. Well, those were the State banks that failed. I think

there were only about 53 national banks that failed during that time.
Mr. BRAND. Do you recall how many banks you had in 1920?
Mr. SHULL. Not for sure, but Oklahoma at that time had in the

neighborhood of 600 State banks.
Mr. BRAND. Beside the national banks?
Mr. SHULL. Yes, sir.
Mr. BRAND. Do you recall about how many you have now?
Mr. Sturm,. They have about 325 State banks now.
Mr. BRAND. And you had 600 State banks in 1920?
Mr. SHuLL. Yes.
nr. BRAND. Do you recall how many national banks you had in

1920?
Mr. SHuLL. No, I do not know, but quite a number; more than

they have now.
Mr. BRAND. The figures you gave were very significant to me, in

regard to the amount each depositor lost in these failed banks. I
feft that they had made a very good showing. What per cent was
it that you gave us?
Mr. SHULL. There were 5,640 failures which occurred during the

9-year period, and the average deposits were $234. I am taking the
comptroller's figures to arrive as to the number of depositors involved
in the failed banks.
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Mr. BRAND. What per cent did you say that was?
Mr. SKULL. The recovery in national banks was 80 per cent, just

a fraction under that, and I am using that figure all the way through.
That made the net average loss $46.80.
Mr. BRAND. The net loss?
Mr. SKULL. Yes, sir.
Mr. BRAND. To each depositor?
Mr. Snum.. To each depositor—the average loss to each depositor,

you understand. Of course, some lost more and some less, but that
is the average loss.
Mr. BRAND. You spoke once or twice about the deflation period.

I take it, then, that you recognize that the inflation period was
succeeded by a deflation period.
Mr. Snum.. It certainly was.
Mr. BRAND. How long did it last in your State?
Mr. SKULL. The deflation period is still there, really. Land values

in our State have never anything like recovered to the normal values
before the war.
Mr. BRAND. You stated, as I recall, that these failures were largely

due to the war period and the deflation period.
Mr. SKULL. Yes sir.
Mr. BRAND. Which one of these periods caused the greater number

of failures of banks?
Mr. SKULL Well, I would 88,y that both periods were the cause of

it. During the period of inflation, the banks were doing business on
the basis of values at that time, and then, of course, the period of
deflation, which came about, as I remember it, about the middle of
1920, found us with values that were very materially decreased.
Mr. BRAND. I asked that question because we had bank failures in

Georgia, but none failed during the inflation period.
Mr. Snum.. They did not fail during the inflation period, but they

were laying the foundation for failure during that period.
Mr. BRAND. They were becoming shaky during the period in

your State?
Mr. SKULL. They were not exactly shaky during that period, but

the loans that they were making during that period were being made
on a basis that ultimately did result in the losses.
Mr. BRAND. All of our failures, as I said, occurred during what we

call the deflation period, after the war.
Mr. SKULL. Ours did, too.
Mr. BRAND. Did any of the banks with which you were connected

fail during that deflation period?
Mr. SKULL. Yes, sir.
Mr. BRAND. I believe you stated your connection was only with

State banks.
Mr. SHULL. My official connection now?
Mr. BRAND. No; but at that time; during the 15 years that you

were connected with the banking business.
Mr. &mu, Only about a year was I with a State bank. I was

with a national bank at that time.
Mr. BRAND. During that 15 years experience in the banking busi-

ness, how many of those institutions that you were connected with,
if any, became insolvent?
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, Mr. SHULL. I think they have all since failed. Practically everybank in our county failed, except one.
Mr. BRAND. In the county in which you live, you mean?
Mr. SHULL. Yes, sir.
Mr. BRAND. Do you mean during that period, or since then?
Mr. SsuLL. Since the deflation period; 1924, 1925, and 1926.
Mr. BRAND. Including and since the deflation period?
Mr. SHULL. Yes, sir.
Mr. BRAND. How many banks have you in your county?
Mr. SuuLL. We have three.

, MT. BRAND. We have a few counties in Georgia where all the?auks have failed and where they have no bank now. That is true,
Understand, in some sections of Alabama and in some sections ofoouth Carolina.

, When 'a bank fails in your State, Mr. Shull, a State bank, forInstance does the State superintendent of banking take charge ofthe bank?
Mr. SHULL. Yes, sir; the bank commissioner, under the statute, ismade the liquidating agent of the bank.
Mr. BRAND. Just the same as a receiver for national banks?

i Mr. SHULL. Yes, sir. Then he appoints some man to act for him
liquidating the bank. We call him a liquidating agent.
Mr. BRAND. Who was the commissioner of banking at the timeof the failure of the banks in your county? Who was in office, then?
Mr. Simla.. You understand, I was in the national banking busi-

18,as at that time, but I think a man by the name of Walcott was
'ate commissioner at that time.
Mr. BRAND. Was he a banker?
Mr. SsuLL. I do not know anything about him. I do not know
noUgh about him that I would like to answer that.
Mr. BRAND. Have you lived in that county all your life?
Mr. SHULL. Since 1902.
Mr. BRAND. Where were you born?
Mr. &Jul.', In Missouri.

t Mr. BRAND. I thought you made a good showing this mbrning in
e Aegard to the small amount of losses sustained by the individual"Positors.

Mr. &mu,. I just took the figures themselves and analyzed them.
Mr. BRAND. And I am not questioning them, but in our State the

°sees were much heavier.
What do your agricultural people grow in your county?

SHULL. Cotton is the principal commodity, and wheat. Partour State, in the northwestern and western sections, is quite a"neat section.
Mr. BRAND. Did you make loans to farmers on lands?

• Mr. STauLL. No. I would not say it was never done. It was done
r some instances, but it was not a practice to do it. Most of theband loans you find in failed banks were not originally made as such,

s eu,t they were taken as ad5litional security on a line that had become
IlLro•

b
ed, you know.

t r. BRAND. If you did not loan on land, then, you would not loan
farmers on crop mortgages as the only security, would you?

100136-30—voL 2 rr 12-3
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Mr. SHULL. We do not have as much share-cropping in our state
as they have in your State. We have more of tenant farming. We
do loan a good deal of money on tenant-farms and take mortgages on
the cattle, horses, or mules to secure the loan, but very seldom would
the loan itself be secured just by the crop.
Mr. BRAND. As I understood you to say this morning, the banks

that did fail usually were in a better condition at the time they failed
than they were prior thereto?
Mr. &mix. That is right.
Mr. BRAND. I do not exactly understand that.
Mr. SHULL. They had generally improved; in other words, they

had been able to collect a lot of paper that looked a few years ago as
if it would be a loss, but by keeping the bank open they were able to
realize on a good deal of that paper.
Mr. BRAND. Could you not get assistance that would help to put

them in a better condition?
Mr. SHULL. They could be in a better condition and still be in

bad condition as a matter of fact.
Mr. BRAND. I will tell you why I asked that. We had in Athens/

Ga., my home town, a national bank called the Georgia National
Bank. I was a director in it, and we were in a better condition than
we had been at any time during the preceding five years, graduallY
discharging the obligations of the bank to the satisfaction of the
Federal reserve bank, to whom we owed a good deal of money, with
collateral notes as security. Governor Wellborn, of the A,tlanta
Federal Reserve Bank, wanted to afford us more assistance and let
the bank go on, but some member of the Federal Reserve Board here
in Washington would not let him do it—so it was reported to me; I
do not know whether that is true or not. But, in any event, the
Federal reserve bank refused to loan the Georgia National Bank any
more money, when the bank was compelled to close its doors, at
which time the bank was in better condition than it had been io
five years.
I was wondering if the same situation existed with you at the time

your banks failed, and other banks in the same class as yours.
Mr. SnuLL. Well, as a matter of fact, the bank I was with failed

in 1925.
Mr. BRAND. 1925?
Mr. SHULL. 1925.
Mr. BRAND. That is the same year ours failed.
Mr. Snum.. In our particular bank, the directors just closed up, be-

cause of a deal that had been made in taking over another institution.
Mr. BRAND. You were not refused help by the Federal Reserve

Bank?
Mr. Siium.. We were refused help, all right; but that was not the

only thing that did it.
Mr. BRAND. I think the refusal of the Atlanta Federal Bank to

help our bank is the chief reason why the Georgia National failed.
Now, I want to ask you this question: As I understand it, you said

that if you established a branch bank in a given community or town
where an independent unit bank, was then located, one or the other
would have to fail, and it was your judgment, as I understood you to
say, that the unit bank would likely go under?
Mr. Siium.. No, you misunderstood me.
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Mr. BRAND. Then clarify that.
Mr. SnuLL. What I said was this that we have banks which were

chartered, we will say, prior to 1920 which have many losses in them
and that are still operating and which, under favorable circumstances,
Will pull through, but there is not room enough in the towns where
some of those banks are located for two unit banks, and lam very much
afraid that if we had branch banking there would be a possibility of
sonic larger institution—and you know there is no getting away from
the fact that larger institutions do have some power in the way of
getting done what they want to get done—putting a branch in that
Particular town, which would make it a good deal harder for this unit
bank to work itself out of its present condition than it would be if it
did not have that competition.
Mr. BRAND. And it would be the unit bank that would go down?
Mr. Simi.L. Yes, but I am assuming that it is a unit bank that is

now in first-class condition. We have some banks yet that are not
in 100 per cent perfect condition.
Mr. BRAND. You are opposed, as I understand your statement, to

the plan of branch banking as outlined by Mr. Pole, the Comptroller
of the Currency?
Mr. Snui.L. Yes, sir.
Mr. BRAND. Do you mind briefly giving your reasons for this con-

viction of yours? I not only want to know on account of being a
inember of this committee, but I want to also know as a citizen in-
terested in the banking situation in Georgia.
Mr. SifuLL. In the first place, I think it is rather unworkable to

define and determine what is a trade area. I think you will have to
fix the areas in a more or less arbitrary fashion, or do a great deal of
overlapping.
In the second place, I do not think there has been the demonstra-

tion of any need for branch banking in this country. The unit banks
iare handling the banking business of this country on a satisfactory
1511.65. We financed the Great War, and we are financing to a very
large degree the world itself to-day, and the unit banks are doing it,
arid the failures which have occurred have been, in a very large per-
centage, 95 per cent at least, caused by the deflation which followed
the war, and branch banking is not going to correct the failures that
Come from that source.
Mr. BRAND. Are you of the opinion that if these branch banking

,Yatems continue to pursue their present policy, and the group bank-
ing systems continue their present policy of taking over in one way or
another different banks into their respective systems, it will in the
end become nationwide and that it will create a monopoly of the
Capital and credit?
Mr. SHULL. I think it will very largely tend to monopoly. I do

not know that it will be an absolute monopoly of it, but it will
certainly be in fewer hands than it is to-day.
Mr. BRAND. It will, in your opinion, either create to a certain

extent a monopoly of money and credit or tend to do so?
Mr. SHULL. Yes, sir.
Mr. BRAND. That is your firm judgment about it?
Mr. Sinn.L. Yes, sir.
Mr. BRAND. I believe you are the only witness that has been before

our committee who would admit unconditionally that that would be
the resultland that is the way I feel about it myself.

1599
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What is the average salary you paid for your clerical force in your
unit banks?
Mr. SHuLL. You mean, among the banks themselves?
Mr. BRAND. Yes, sir; the clerical force in the country unit banks.
Mr. Surma,. Well, of course, they vary in size, but I would say the

average salary for a cashier in a bank of $25,000 capital in our State
would be about $200 a month.
Mr. BRAND. What would be the average salary of the bookkeepers,

stenographers, and so forth?
MT. SHULL. From $100 to $150.
Mr. BRAND. You are paying them pretty good salaries for $25,000

banks.
Mr. Sam, I do not think that is a very high salary for them.
Mr. BRAND. Are the agricultural classes in your country now

prosperous?
Mr. SHULL. No; not very prosperous.
Mr. BRAND. Are they in debt?
Mr. SHULL. Yes, sir.
Mr. BRAND. In what size town in your State, as a rule, is a bank

of not over $25,000 capital located?
Mr. Simla, The law provides that a town with 6,000 people shall

have a bank of $25,000 capital, as I remember it now.
Mr. BRAND. What rate of interest do you charge your tenant

farmers, as you call them, where you lend money to them in order
to make crops?
Mr. SHULL. Pretty universally 10 per cent.
Mr. BRAND. What is the legal rate in your State?
Mr. SHULL. Contract rate, 10 per cent. Legal rate, 6 per cent..
Mr. BRAND. As I understand you, you prefer independent unit

banking to chain banking, branch banking, and group banking?
Mr. SHULL. Yes, sir.
Mr. BRAND. Mr. Chairman, I do not believe I care to ask any

more questions.
Mr. GOODWIN (presiding). Mr. Dunbar is next.
Mr. DUNBAR. MT Shull, you said, if I understood you correctly,

that if branch banking becomes nation-wide and they operate under
national charter, that in time three large banks will control all the
branch banks in the United States.
Mr. SHULL. No; I did not make that statement.
Mr. DUNBAR. What statement did you make?
Mr. SHULL. I made the statement that in Canada three large banks

control a very large percentage of the business there.
Mr. DUNBAR. Then I understood you to say, after you had made

that statement, that three large banks in the United States with manY
branches would drive the Federal reserve system out of existence.
Mr. SHTJLL. I did not make that statement exactly as you have it.
Mr. DUNBAR. Please state it as you said it.
-Ar. SfluLL. I did state that in my opinion, in the course of years/

you would have only a few large banking concerns in the United
States. Just what number, of course, would be hard to guess, but
say very few, comparatively, and that when you do have just those

few banking concerns I was very doubtful if this country would have
Federal reserve system any more than England and Canada and other
countries have, which have reached that degree of concentration.
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Mr. DUNBAR. That is what impressed me this morning, your
statement to that effect. Suppose that our Federal reserve system
Were forced out of existence by a few large banking institutions that
controlled all of our national banks, how would we get our circulating
Medium?
Mr. SHULL. Well, of course, we had a circulating medium prior

to the inauguration of the Federal reserve system.
Mr. DUNBAR. That consisted of national bank and Federal notes

Only to the extent of $500,000,000 in circulation, so that it would
°lake our circulating medium possibly only one-third of what it is
now.
Has it cccurred to the gentlemen what would be the alternative if

,Such a thing occurred? I know that you are opposed to branch
banking, but is it one of the evils that you would predict would come
about as a result of a nationally authorized branch banking system?
Mr. SHULL. Yes, sir.
Mr. DUNBAR. Have you any idea as to how the circulating medium

Would then become restored to its necessary amount?
Mr. SHurip. No; I do not feel competent to make suggestions along

that line.
Mr. DUNBAR. Yet you do realize it would be necessary to do

something?
Mr. SHULL. Yes, sir.

. Mr. DUNBAR. Now, when Mr. Strong asked you what the effect
ul a community was when a bank failed, your reply was that all of

Ihe property, all of the money, remained there, and that the effectirorn a money standpoint did not in any way add to the disaster
caeause of the failure.
Mr. &mu,. No; I did not make it that strong.
Mr. DUNBAR. How strong did you make it?
Mr. Swum,. I said that I did not think that failure would be as
astrous to the community as if that community had a branch

pank there that failed.
, Mr. DUNBAR. But it would be practically impossible for a branch
°auk to fail, would it not? Is not that your idea?
Mr. SHULL. No; that was not my idea.
Mr. DUNBAR. What was your idea?
Mr. SHULL. I tried to bring out this idea: We are going to suppose

,..that everyone of the banks there failed, whether unit or branch banks.PY idea is that the community situated maybe 200 miles or 500 miles
4,r0m the parent organization will be hurt worse by the failure of a
us.nk operating under the branch banking system than it would be
pith the unit bank, because with the unit bank a larger percentage of
its loans is loaned locally and that money would still be in the corn-
Inunity.
. Mr. DUNBAR. I have been led to believe that it is almost impossibleior a branch bank to fail.

Mr. Swum,. Well, I do not think that is true, because we had fail-
ures in Canada.
Mr. DUNBAR. I mean in the United States.
Mr.SHULL. I think upon investigation that you will probably find

Alfa a branch bank failed in California. I would suggest that you
14vestigate that.

111
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Mr. DUNBAR. Was that connected with a parent bank which itself
was solvent?
Mr. Simla,. Well, that condition could not exist under branch

banking:
MT. DUNBAR. What condition?
Mr. SHULL. A parent bank would have to fail if any branch of it

failed.
Mr. DUNBAR. That is what I thought.
Mr. Slim,. My information is—and I am suggesting this for your

investigation, because I may be mistaken—that there was a bank in
California that was a branch bank that did fail. I would suggest
that you investigate that.
Mr. DUNBAR. I have no doubt that, with a small bank having

small number of branches, such a thing would be possible, but their
safety, as I understand it, is based on the fact that they have such an
immense amount of capital and surplus that they are able to finance
any emergency arising in any of the branch banks under their juris-
diction, and then this morning you added another reason why they
might be made secure, which was that when only a few branch banking
systems operated our banks in the United States, in evtnt of their
failure our Government would have to come to their assistance in order
to save chaos.
Mr. Simla,. I think that is the biggest element of safety in branch

banking.
Mr. DuiernAn. The prospective help of the Federal Government in

the event of a threatened failure?
Mr. Siiniz. Yes, sir; I think that is right.
Mr. DUNBAR. Now, a few questions along the line asked you by'

Judge Brand and Mr. Wingo, respecting the number of failures of
banks since 1920. You stated, as I remember it, that of the banks
organized in Oklahoma since 1920, but eight of them failed?
Mr. SHULL. I think that is right. It is either five or eight.
Mr. DUNBAR. That is near enough; whereas about 150 failed

altogether.
Mr. SHULL. Yes, sir.
Mr. DUNBAR. And Mr. Wingo brought out the point that the fail-

ure of these 150 banks was due to obligations that they had assumed
during the inflation period, and the deflation period caused them to
have to suspend payments.
Mr. SHULL. Yes, sir.
Mr. DUNBAR. And that the banks which had been organized since

then had been organized under new fundamental conditions then
existing and that they had been able to go along and take care of
their customers and operate successfully.
Mr. Simla, Yes, sir; that is the history of our State.
Mr. DUNBAR. Now, I remember, in corroboration of what Mr.

Wingo said this morning, that when I was on the Committee on
Banking and Currency some years ago, we had private, confidential
information that in one of our prosperous Western States—of coure,
will not name it—if all the banks there had to liquidate in two years
time, 95 per cent of them would not succeed in doing so.
That is in accord with your theory that the banks that have been

failing since have been among that 95 per cent and that it was the

1
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actual result of the inflation before 1920, and that that could not be
Used as an argument against the continuance of unit banking?
Mr. Simla,. Yes sir.
Mr. DUNBAR. SO, your judgment is that if these unit banks were

going into business now and were not overburdened, as they would
not be, with past obligations, there is no reason why they should not
Prosper and succeed—is that your idea?
Mr. Snum.. Yes, sir.
Mr. Du/smut. And that a unit bank would be better able to serve

the public than a branch bank?
Mr. SHULL. Yes, sir.
I think one other point is worthy of consideration I understand

that in the State of Iowa which is probably the most typical agri-
cultural State in the Union, more banks failed with a capital stock
Of over $50,000 than under $50,000. In other words, more large banks
failed in that State than small banks.
Mr. DUNBAR. Now, your contention is, as I understand it, that

branch banking will not stop the failures of smaller banks in these
various communities?
Mr. Snum.. I think they certainly will not
Mr. DUNBAR. On the other hand, you think that branch banking

Would have a tendency to hasten the failure of these small banks,
because of the competition?
Mr. SHULL. Yes, sir.
Mr. DUNBAR. How much interest do you pay on deposits?
Mr. &rum, Four per cent is the present rate.
Mr. DUNBAR. How much do you lend your money for?
Mr. Snum.. It is from 6 to 10 per cent. •
Mr. DUNBAR. The 10 per cent loans being the risky loans, if I

Understood you correctly?
Mr. SHULL. There is more risk involved in them.
Mr. DUNBAR. How do banks in some communities pay 4 per cent

interest on savings and lend that out at 6 per cent?
Mr. SHULL. That occurs in the larger banking points. A small

hank with a small volume of business could not loan out money at 6
Per cent and at the same time pay 4 per cent on deposits.
Mr. DUNBAR. You brought out this morning a thought on a

Subject that I spoke to you previously about, and that is that if we
Were to have Federally authorized branch banks, they would drive
Out the Federal reserve system, and, if they drove out the Federal
reserve system, there would have to be some solution of the problem
.ftrieing in connection with our currency. You are firmly of the con-
viction that unit banks organized now and properly managed can
be a success in the communities in which they exist, are you?
Mr. &rum, Yes sir.
Mr. DUNBAR. What size community would you think would be the

ainallest in which that situation could come about?
Mr. Situr.L. We have some banks that are as good banks as we have

In the State in very small communities, of 300 or 400 population,
and some of the safest banks and the best earning banks that we have
are in those small communities.
Mr. DUNBAR. And they draw their business for miles around?
Mr. SHULL. Yes sir.
Mr. DUNBAR. gave you much branch banking in Oklahoma?
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Mr. SHULL. We have none.
Mr. DUNBAR. The law of your State does not permit it?
Mr. SHULL. No; the attorney general has ruled that it does not,

but the statute is silent on that question.
Mr. DUNBAR. That is all.
Mr. GOODWIN. If branch banking becomes legalized on a nation-

wide basis
' 

or within certain defined trade areas, what effect would
the branch banks have upon the independent unit banks that are now
existing?
In other words, do you believe that an independent bank and

branch belonging to a large system can exist side by side, or must one
inevitably go under?
Mr. SHULL. Well, I am looking up the histories of the countries

that have had branch banking for quite a while, and the result in
those countries is that there is just one system of banking now, branch
banking.
In California there are some good unit banks in operation to-day

that are competing successfully with branch banks.
Mr. Goonwm. But the branch banking system in California has

been of comparatively short duration?
Mr. SHULL. Yes, sir.
Mr. GOODWIN. This group has been increasing tremendously within

the last few years?
Mr. SHULL. Yes, sir.
Mr. Goonwrier. Well, I want to get your own opinion as to whether

an independent unit bank can exist for any length of time with the
increased competition that a branch bank would give to the it
bank? •
Mr. SHULL. I did not catch the question.
Mr. GOODWIN. What I am anxious to know is if, in your opinion,

an independent unit bank—even a strong one—can exist against the
competition of a strong branch bank with a vigorous management
and powerful influence that it carries with it?
Mr. SHULL. Well, there might be exceptions in the cases where

they could, but I would say generally they could not.
Mr. GOODWIN. We have been told in this committee repeatedly

that there is nothing quite so fluid as money; that wherever there is
a demand for money, money will be available. Do you have anY
apprehension that if there is established legally a branch banking
system, nation-wide, or within a trade area, there will be any restric-
tion of credit in different localities?
Mr. Shull. I think there will be. You will have to interpret what

that demand is. There would not be a restriction of credit even iii
any section of the United States, to certain classes of enterprises, but
there would be to others. I think unquestionably these large banks
would not make loans to the small farmer and certain classes of
people—small merchants—because they would simply prefer a larger
line of business and a large line of business which they could take
little more time and get more information about.
Mr. GOODWIN. In other words, the little fellow who may want to

borrow a small amount for the development of his business would not
have the same opportunity to obtain credit from a large branch bank-
ing system that he would from an independent unit bank where he
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was known by the officers of the bank and trusted and relied uponfor his integrity?
Mr. SHULL. I do not think so.
Mr. GOODWIN. Have you given any thought to the taxation of

branches of a branch bank in the different communities where
branches would be located?
Mr. &mu,. Well, I do not know whether there would be any wayto correct it or not. Under the present law of taxation all the taxes •would be paid where the charter was taken out by the parent bank.

There might be a way to get around that, but I do not know what it is.
That would have to be changed to provide to smaller communities
Where the branches are the benefit of that taxation.
, Mr. GOODWIN. On the basis of money used by that particular
Dank in the community?
Mr. SHULL. Yes, sir.
,Mr. GOODWIN. In your State, Ay. Shull, where have the bank

!allures been most pronounced—m the agricultural sections or
Industrial sections or in the oil fields?
Mr. SHULL. Of course, the entire State of Oklahoma is more or less

5In agricultural State, even in the oil districts. The number of failures
111 our States have been pretty well distributed. The southeastern
section of the State, which is strictly the cotton section, had their
'allures first. The northeastern section, which is the oil section, is
getting their failures now. However, there was more financial
Strength in that section and they have been able to carry on longer,hut in the last year and a half the most failures have been there.
Mr. GOODWIN. As I understood you, you charged the deflationthat followed the war as being the cause of many of these failures?
Mr. SHULL. Yes,
Mr. GOODWIN. Do you have. in !mind anything in reference to thewar Finance Corporation activities and the policy it pursued in

Calling loans it had made to banks to carry agriculture?
Mr. SuuLL. Yes, sir.

, Mr. GOODWIN. What do you think of that policy they pursued at
that time? Was it either necessary or justified?
Mr. SHULL. I had wondered what the losses were to the Govern-

taent under that policy. Of course I had no way of finding out.
, Mr. GOODWIN. I understand the Government lost nothing, but4ad a substantial profit.
Mr. SHULL. They may have; I do not know.

• Mr. GOODWIN. But losses were sustained by agriculture, mostly,
understand?
Mr. SHULL. I know some good that was done by that system., Mr. GOODWIN. If that money had been made available continuingOr some length of time, so as to permit the farmers to recover entirely,III your opinion, would many of these bank failures have followed orwould many of them have been saved?
Mr. SHULL. Those failures might have been lessened somewhat.

ilowever, in speaking of bank failures, the men in a supervisory
etapacity like to speak of frozen loans. As a matter of fact, most of
those loans were just losses. 11re just had losses that happened, andIhe bank failure in a community itself is not the bad thing. These.oases that they had that caused that bank failure are the things thathurt so much. It is the losses.
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Mr. GoonwiN. Those are all the qusetions I have to ask. Is
there any other member of the committee who wishes to ask Mr.
Shull any further questions?
Mr. WINGO. I think I will take the liberty of thanking Mr. Shull

on behalf of the committee for coming here. I understand, Mr. Shull
you are one of the outstanding banking commissioners in the country
and we appreciate yery much your coming here and giving us your
views.
Mr. GOODWIN. The committee thanks you very much.
(Whereupon, at 3.25 o'clock, p. m., the committee adjourned to

meet at 10.30 o'clock, Wednesday, May 14, 1930.)
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WEDNESDAY, MAY 14, 1930

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Washington, D. a
The committee met in the committee room, Capitol, at 10.45 o'clocka. uu., 116n. Robert Luce presiding.
Mr, LUCE. The committee will come to order. Mr. Reichert, will

You please give your name, address, and official position to the
reporter.

STATEMENT OF ElIDOLIni E. REICHERT, COMMISSIONER OF
BANKING, STATE OF MICHIGAN, LANSING, MICH.

,Mr. REICHERT. My name is R. E. Reichert, State banking cum-
kussioner of Michigan, Lansing, Mich.
Mr. LUCE. Mr. Reichert, you understand we are here to learn what

We can about branch, chain, and group banking. We shall be gladtO have you tell us what you know about it and what you think
about it.
Mr. REICHERT. Would you like to have me make a statement?
Mr. LUCE. If you will, Please.
Mr. REICHERT. Mr. Chairman and members of the Banking and

Currency Committee of the House of Representatives, I greatlyappreciate the courtesy of being invited to appear before your com-
uU ttee and take part in this very interesting discussion, which is of
such vital importance to the banking world. You are seeking a
solution of a very perplexing problem, and both the bankers and the
PUblic should appreciate the time and labor that you are giving in
Your efforts toward finding its solution. I shall be very happy if I
enaP. assist you and possibly contribute something to your study of
4118 question as a result of my observations and experiences in con-
tection with the duties as commissioner of banking for Michigan. I
'oust of necessity confine my statements principally to the operationsof banks in Michigan.
A report from the Comptroller of the Currency, advising your

ecuulnittee that under the present State and national banking systemsthere have been 5,641 bank suspensions in the last nine years should,
course, call for an investigation and s. tudy of our present systems.

4 should, however, be definitely kept m mind that the comptroller
taferred to suspensions when giving these statistics and not failures.
. I have read all the testimony available to me, and with particular
1flterest that of the Comptroller of the Currency and the govemor:ofthe Federal Reserve Board. I shall endeavor to make my statement

1607
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as brief as possible, and in it will attempt to anticipate as many of
the questions as I think you might ask, judging from your previous
hearings. I shall also refrain in the main from using statistics that
have already been furnished to you, except in so far as they pertain
to my own State.
Michigan has had three banking laws during its existence! In 1837

the first act was passed. The banks chartered under this act immedi-
ately went into land speculations and the issuing of what was known
as wildcat currency. It was the dismal failure of these corporate
banks that brought about private banking, and with the exception
of those corporate banks which went into liquidation, they were
succeeded by private institutions. Private banks still exist in
Michigan.
In 1857 the second act was passed and was amended in 1871. This

did not prove successful and wildcat banking continued, and along
with it bank failures. This condition brought about a demand for
complete revision of our banking laws, placing definite powers in the
commissioner of banking, including discretionary power for the grant-
ing of charters. It is the latter provision, so wisely administered bY
previous commissioners, that has contributed more to the success of
our banking system than any one other thing. In 1887 the present
act was passed, and in 1889 the department of banking was organized.
This act was recodified in 1929 by the department with the assistance
of a committee from the Michigan Bankers Association, and this act
was passed by the legislature in that year.
In our State at the present time there are 581 State banks, 8 indus-

trial banks, 23 trust companies operating under State law. These
institutions have total deposits of $1,419,488,000. The number of
national banks operating in the State is 130, and their deposits are
$536,147,000. According to the latest statistics available to me, the
average ratio of bank's to population in the United States is one bank
to every 4,554 people. Michigan has one bank to 5,371 of population.
In some States this runs as high as one bank to 1,150 of population.
The principal difficulties have arisen in States where the ratio of
banks to population is high.
As far as the operation of our banks under our act since 1889 is

concerned, we do not feel that we have had an unusual number of
bank failures. Since 1889 we have actually had 24 chartered State
bank failures. The amount of money involved in these receiverships
amounted to $13,141,355.24. The amount that has been paid to
creditors up to date is $5,110,505.81. We have at present four active
receiverships, the amount involved in these being $1,187,815.34. For
the last nine years, which is the time covered by the comptroller's
report, we have had six chartered State bank failures. The amount
involved in these six banks is $2,964,702.45. Four of these are stall
active receiverships. Up to date there has been returned to creditors
$703,853.53. This covers the period of the last nine years. Cony
paring this amount with the total assets of our chartered State banks
and trust companies on March 27, 1930, which amounted t?
$1,780,698,856.96, you will find that the losses to creditors approxi-
mate $6,000,000 in these banks for a period of over 40 years, and
after the present receiverships are closed, a loss of approximatelf
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81,500,000 to $1,700,000 in the receiverships for the last nine years;
this in banks with assets aggregating $1,780,698,856.96. The per-
centage of loss on this basis would be approximately one-tenth of
1 per cent.
The question which naturally comes to your minds after comparing

this statement with that made by the comptroller, reporting 66 banks
suspensions in Michigan for the last nine years, is concerning the
nature of the other 60 suspensions. As previously stated, six banks
of the 66 were State banks that are now or have been in receivership.
Pne of these is listed twice in his report because it suspended business
ul 1924, was reopened, and finally closed in 1925. Four were State
banks that were temporarily closed and reopened after regoranization
took place under a new management. Three were State banks that
Were closed while sales were being effected with other institutions
so that in these instances the deposit liability was cared for. Two
Were national banks, and the balance of 50 in number were private
banks which now must, under act 284, P. A. 1925, go into liquidation
or organize under the State or national banking law should the

Individual or partners die. Under this act, private banks can no
longer be established, nor can the private banks in existence at the
Present time be sold. In the last three years we have taken over

private banks. During this period, 33 banks have given up their
Charters by virtue of consolidations. In some instances these latter
hanks did not have sufficient earning power.
The matter of earnings is one item in the reports which we watch

factors 
closely. We consider earning power one of the most important

factors in a bank. In order to have earning power, the bank must
Qave a clientele and management. The best managed bank in the
world without customers can not be successful. In connection with
the subject of earnings, I might state that we have prepared with the
cs,, operation of the Federal Reserve Bank of Chicago, a chart showing
the distribution of gross earnings of Michigan banks according to their
relative sizes.
I have those charts with me and if you should like to see them,

I shall be glad to present them to you. They are charts that the
examiners use to fit the banks into the group to which they belong,
using these charts to acquaint the board of directors with the average
6 erience of institutions of like size.
Mr. HOOPER. Did you intend to place one of them in the record?

, Mr. REICHERT. If you so desire; yes. I though possibly you might
Qave had those charts furnished you by the Federal reserve bank.
, Mr. HOOPER. Do you not think it is proper to have those charts
Inserted in the record at this place?
Mr. LucE. Yes. It is not a diagram chart, is it?
Mr. HOOPER. We might look at them first, before inserting them.
, Mr. LucE. I do not feel that I want to take the responsibility of
Inserting this type of chart into the printed record.
, Mr. HOOPER. Perhaps it would be better for us to examine the
charts first.
Mr. LucE. However, after consultation with the clerk, I find that

the chart can be inserted.
(The charts referred to are reproduced on following pages.)
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Under $150,000 
$150,000 to $250,000 
$250,000 to $350,000 
$350,000 to $500,0130 
$500,000 to $750,000 
$750,000 to $1,000,000 
$1,000,000 to $1,250,000
$1,250,000 to $1,500,(0).
$1,500,000 to $2,000,000
$2,000,000 to $3,000,000
$3,000,000 to $5,000,000_
$55,000,000 to $15,000,000_
Over $15,000,000 

Total 

terse ts

Num.
her of
banks

and dis- '
count

received
divided by
gross loans
and invest-

ments

All other
earnings

divided by
gross loans
and invest-

ments

Total gross( Total ex- ,Interest
earnings penses I

divided by, divided brdivided
gross loans 1 gross loans,
and invest-land invest-land

ments , ments

on!,deposits ,
by!

gross loansinvest-,

ments

. arm ws- Salaries '' on ,count,,,,,....___, , and wages
0-;_'"_,°:_ -̀; 'divided by
m--" - gross loansdivided by '-nd--.

gross loans la invest-
5̀  mentsand invest-

ments ,

Taxes 1
_ bdivided, 'gross wens

and invest-
ments

All other
expenses

divided by
gross loans,and invest-and
ments

1 Net earn-
ings

divided by
gross loansinvest-
ments

,i Net losses• •divided by
gross loans
and invest-
meats

Net add!-
Ural to -
profitsdivided by

gross loans
and invest

ments

Per cent Per cent Per cent Per cent Per cent Per cent Per cent Per cent Per cent Per cent Per cent Per cent47 7.72 0.56 8.28 7.07 2.57 0,16 2.27 0.45 1.7$ 1.21 0.38 0.8384 7.46 .36 7.82 6.34 2.99 .08 1.80 .30 L24 1.49 .39 1.0964 7.25 .44 7. 69 I 6.03 3.08 .45 1.63 .29 1.00 1.66 .29 1.3799 6.89 . 30 7. 19 ' 5. 75 3.02 .06 I 1. 47 .33 .92 L 44 . 30 1. 1499 6.73 .27 7.00 5.55 3.14 .031 1.23 .32 .86 L44 .30 1.1476 6.56 .36 6.92 5.38 2.92 .0811.29 .31 .83 1.54 .39 1.1545 6. 50 .36 6. 86 5. 45 2.93 .08 1.28 .34 .89 1.41 . 35 1. 0625 6. 24 .31 6. 55 5. 15 2. 73 .06 1.24 .35 .82 1.40 .39 1. 0030 6.37 . 42 6. 79 5. 24 2. 81 .01 I 1.24 .37 . 83 1.55 .41 1. 1533 6. 25 .48 6. 73 5. 22 2. 74 . 11 1.22 . 34 .89 1. 51 . 35 1. 1622 6. 11 .53 6.64 5.07 2.62 .16 1.12 .37 .93 1.57 I .24 1.3330 5.83 .71 6.54 5.01 2.64 .06 1.10 .44 .79 1.53 1 .37 1.1619 5.37 . 52 5. 89 4. 59 2.24 . 30 1. 11 .41 .77 I 1. 30 . 24 1. 06
673 5.78 .51 6.29 4.90 2.49 .17 1.16 .39 .811 1.391.29 1.11

I Data computed on national bank figures only as State bank report of earnings and dividends does not segregate the item from interest paid on deposits.
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divided by
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profits
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capital
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Per cent Per cent Per cent Per cent Per cent Per cent Per cent Per cent Per cent Per cent Per cent Per cent
Under $150,000  428.64 3.55 27.43 31.01 85.39 4.61 10.00 7.59 2.52 54. 14 22.87 0.18
$150,000 to $250,000  602.90 6.59 28.04 38.27 8L 01 5.02 13.98 9.53 2.88 58.24 15.98 8.96
$250,000 to $350,000 824.65 11.31 21. 14 40.05 78.41 3.76 17.83 9.91 2.86 63.82 11.28 13.69
$350,000 to 8500,000 798.34 9.08 20.41 42.06 79.98 4.20 15.82 11.59 2.86 65.84 11.85 IL 49
$500,000 to $750,0130 870.97 9.96 17.57 44.90 79.36 4.31 16.33 10.22 2.98 69. 11 10.88 12.58
$750,000 to 81,000,000 86L 74 9. 92 18. 67 42. 23 77. 74 5. 62 16. 64 11. 77 2. 78 66.90 IL 03 13. 27
$1,000,000 to $1,250,000 882.79 9. 36 18. 67 42. 64 79. 42 5. 12 15. 46 10. 79 2. 81 65. 09 10.87 12.46
$1,250,000 to $1,100.000 838.41 8. 41 18.92 41. 62 78. 70 5. 98 15. 32 11. 45 2. 59 60. 67 11. 34 IL 70
$1400,000 to $2,000,000 894.33 10.28 1.8.22 4L 33 77.15 5.97 16.89 9.39 2.69 63.22 10.70 13.89
$2.000,000 to $3,000,000 896. 39 10. 42 18. 14 40.79 77. 56 5. 15 , 17. 28 9. 97 2. 59 62. 76 10. 52 13. 53
$3,000,000 to $5,000,000  686.96 9.11 16.84 39.4,3 76.36 3.66 19.98 11.29 2.59 63.99 14.40 10.78
$5,003,000 to $15,000,000  795.75 9.25 16.87 40.44 76.57 5.66 17.77 11.29 2.60 57.77 12.34 12.19
Over $15,000,000 758.90 8. 03 18. 88 37. 97 77.95 4. 08 17. 97 10. 94 2. 15 52.96 12. 69 9. 85

Total 779. 36 8. 62 18. 49 39. 50 77.85 4. 59 17. 56 10.90 2. 40 57. 18 12.37 10.87
,
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Mr. REICHERT. In this manner we felt that we could assist ourbanks in determining whether or not they conformed with the
average in their group. There are many things which enhance or
impair earning power. The forcing of the discontinuation of exchange
charges by banks and the resultant free use of checks has contributed
quite largely to the expense of handling.  commercial business. Banksare making analyses of costs covering these floats which are veryenlightening, and as a result are installing systems to take care of
these costs. These systems, however, are quite. complicated and
would not only be costly but difficult to operate in country banks.
There is some argument for the old system of exchange charges and
passing it back to the customer. As Igo on 

. 
my work, I find that

these old bankers have thought of a lot of things that we apparently
again have to learn from experience.
Whenever some one had authority to restrict the organization of

banks to cases of necessity and had the courage to carry it out, the
result has not been so unsatisfactory. There is, of course, one factorof which we must not be unmindful, and that is that we have come
through an economic readjustment after the World War, which has,of course, along with everything else, upset 

in 
financial system.During the war we played an important part n world banking, andwe did become the principal producer of food. We virtually hadthe whole world for our customer. mer. Following the cessation of

hostilities, foreign countries again looked to their former sources ofsupply, which, of course, greatly interfered with our production
program; and in view of this it is not at all surprising that we havehad some very definite disturbances in attempting to readjust ourselves to existing conditions.
On January 21, 1927, at the time of my appointment, there were581 State banks. Eleven charters have been issued to acquireprivate banks, and 30 consolidations .have been effected. On March27, 1930, we had 581 State banks, so it must be quite evident to youthat we have not been very liberal in the granting of charters. Wehave insisted that no charter be granted m a community unless abank is absolutely necessary. I have thought that it was better toerr upon the side of conservatism, feeling that there would be lessiharm in not having a bank n a certain community if it was notapparent tht sufficient business was available to make it a success,than in granting a charter. 
Since January 21, 1927, a period of a little over three years, we havehad one State bank failure. The total amount involved in this bankwas $723,097.76. This failure occured in May, 1929. We havealready paid a dividend of $146,309.60, and permission has just beengranted to pay another dividend of 10 per cent. This failure wascaused by forgeries, both in notes and mortgages on the part of afather and son who were president and cashier respectively.
The question naturally arises in your minds just where the private

ibank suspensions which were included n the comptroller's reportshould be charged. Certainly they can not be included with char-tered state banks or national banks, and a claim made that becauseof the failure of these private banks, these systems are inoperative.As stated before, it was not until 1925 that the act prohibiting theestablishment of private banks was enacted in this State. Private
1001.36-30—voL 2 rr 12-4
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banks are neither under the supervision of the banking department
nor under any other department.
Our State allows branch banking in municipalities. This has

worked out very satisfactorily. The bank can absorb the expense of
the operation of these branches until they begin to pay. These
branches, as operated by our banks, are purely a convenience to their
customers. The bank is limited in the extension of branches to an
investment of 50 per cent of its capital and surplus in banking house.

In 1929, our act was amended to give banks the right to establish
industrial loan departments for the purpose of taking care of the
small borrower. Our law also provides for the segregation of savings
assets to cover savings deposits, and designates the class of securities
that these deposits must be invested in. Our statute also provides
for trust powers to be given banks when they have the combined
capital required for a trust company anda bank in a given locality.
Trust companies may also have banking powers under certain
circumstances.

During the past year, group banking came into prominence in this
State. Upon the affiliation of the first State bank with one of these
groups, an opinion from the attorney general was asked for. He was
asked to rule upon the following questions:
(1) Is there any difference between the purchase or ownership of

one share of stock and the purchase or ownership of two-thirds or all
of the stock of a bank or trust company by a holding company?
(2) Do these holding companies, by the ownership of two-thirds or

all of the stock, by the absolute power vested under our statute to
such owner, constitute operation of such institution?
(3) Banks and trust companies receive their charters from the

State to have offices in a city or village for the purpose of doing a bank-
ing or trust business. Such corporations can not be organized under
the general corporation statute. Does the organization of a holding
company, organized under the general corporation statute, owning
two-thirds or all of the stock of such corporation, do by indirection
that which can not be done under either statute?
There are other points at issue such as the voting of stock, the

stockholders' liability in each of the institutions so owned by the
holding company, directors' qualifying shares, machinery to be set
up to collect assessments should one be necessary. In fact, the whole
question involved seems to be, Can all the statutory provisions per-
taining to the organization and operation of banks and trust companies
as set forth by the legislature in these two statutes, be complied
with by this method of organizing holding companies to own and
control banks and trust companies?
To the above he replied that all the provisions of our statute could

be complied with by the organization of a corporation under one
statute and owning all the stock but directors' qualifying shares of a
corporation organized under another statute, provided the holding
company did not attempt to operate under the statute governing
the corporation whose stock it holds. I can furnish you with a copy
of his opinion if you so desire.
Mr. SEIBERLING. That is an opinion from your attorney general?
Mr. REICHERT. Yes.
Mr. LUCE. IS it long?
Mr. REICHERT. Seventeen typewritten pages.
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Hon. R. E. REICHERT,
State Commissioner of Banking, Lansing, Mich.

DEAR SIR: You have asked the following questions with reference to the
purchase of stock in State banks;
"(1) Is there any difference between the purchase or ownership of one share

of stock and the purchase or ownership of two-thirds or all of the stock of a bank
or trust company by a holding company?
"(2) Do these holding companies

' 
by the ownership of two-thirds or all of the

stock, by the absolute power vested under our statute to such owner, constitute
Operation of such institution?
"(3) Banks and trust companies receive their charters from the state to have

offices in a city or village for the purpose of doing a banking or trust business.
Such corporations can not be organized under the general corporation statute.
Does the organization of a holding company, organized under the general corpora-
tion statute, owning two-thirds or all of the stock of such corporation, do by
indirection that which can not be done under either statute?
"There are other points at issue such as the voting of stock, the stockholders'

liability in each of the institutions so owned by the holding company, directors'
qualifying shares, machinery to be set up to collect assessments should one be
necessary. In fact, the whole question involved seems to be, Can all the statutory
provisions pertaining to the organization and operation of banks and trust com-
panies, as set forth by the legislature in these two statutes, be complied with by
this method of organizing holding companies to own and control banks and trust
comps n ies? "
A discussion of the issues involved depends upon the structure as well as the

relation of the holding company and the individual banks. It must be remem-
bered at the outset that State banks can be organized and chartered only under
the banking act of Michigan. The holding company has been organized under
the general corporation law of the State and is, of course, not chartered for bank-
ing purposes. The plan, is, however, to exchange shares of bank stock for sharesof stock in the holding company so that the shareholders of holding company
stock may indulge in what is termed "group banking."
The holding company's chartered purpose is stated to be as follows:
"To acquire, own, hold, dispose of and deal in stocks, bonds and other evi-

dences of indebtedness and securities including those issued by any corporation,
domestic or foreign, and to possess and exercise in respect thereto all the rights,
Powers, and privileges of individual owners thereof including the right to vote the
same and to execute proxies therefor."
The first consideration therefore is whether the holding company may legally

carry out these purposes with reference particularly to the ownership of bank
stock in banks located in the several cities of the State.

Section 1, part 1, chapter 1 of Act 84 (Pub. acts of 1921), provides:
"Any number of persons * * * may incorporate for the purpose of

carrying on any lawful business for pecuniary gain."
The general corporation law of Michigan previous to the amendment of 1929Was in part as follows (sec. 8, pt. 1, ch. 3):
"Subject to the limitations of the laws of this State and the United States

With respect to monopolies and illegal restraints of trade, any corporation or-
ganized for pecuniary profit shall have power, in furtherance of the objects of
its existence, to purchase and hold shares of stock of other corporations organized
under the laws of this or any other State for purposes similar to those of such
corporation."
Under this previous act the purchase and holding of corporate shares by a

corporation was strictly limited to the purchase, etc., of those shares of another
corporation organized for similar purposes. (See opinions Attorney General

1615

Mr. LucE. Do you desire it put into the record?
Mr. SEIBERLING. I do not know that I want it to go into the record,

but I should like to see it. Have you printed copies of the opinion?
MT. REICHERT. NO, sir; only the One copy.
Mr. LUCE. I think this had better be inserted in the record at this

Point.
(The opinion of the attorney general is printed in full, as follows:)

OCTOBER 9, 1929.
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Kuhn, 1911, P. 332; Attorney General Fellows, 1916, P. 277; Attorney General'
Wiley, 1921-22, p. 239.)
However, the 1929 legislature, recognizing the trend of modern economic

change, has seen fit to change the corporation act in this respect (Act 267, Public
Acts 1929) by eliminating the limitation upon the right of a corporation to pur-
chase the shares of other corporations, and to give unlimited authority to in-
corporate for the purpose of purchasing and owning stock in other corporations.
Section 8, pt. 1, ch. 3, Act 84 (Public Acts 1921), as amended by Act 267
(Public Acts 1929), reads as follows:
"Subject to the limitations of the laws of this State and of the United States

with respect to monopolies and illegal restraints of trade, any corporation or-
ganized for pecuniary profit, or organized on a stock share of nonstock basis not
for pecuniary profit, shall have power in furtherance of the objects of its exist-
ence, to purchase and hold shares of stock or memberships of its own or other
corporations organized under the laws of this or any other State (jurisdiction
or sovereignty)."

Since the legislature has seen fit to give this broad power, the following lan-
guage is significant:
"A corporation therefore may take and own stock in another corporation

whenever it is expressly authorized to do so." (2 Fletcher on Corporations, 2075.)
I am therefore of the opinion that a corporation, organized under the general'

corporation laws of the State, may legally buy and own shares of stock in State
banks if the scope of its charter is broad enough to include these purposes.

Granting then the right to purchase and own stock in banks by a holding
company, the second consideration is whether this power conflicts with the
banking law by permitting a corporation organized under the general corporation
laws of the State, and not under the banking laws, to do a banking business.
The banking laws (Act 66, Public Acts of 1929) clearly contemplate the local-

izing of the business of banking in Michigan by the conducting of such business
within the city or village where such bank is located, thus negativing branch
banking outside the municipality of a chartered situs. (See secs. 1 and 70, Act
66, Public Acts 1929, Op. Atty. Gen. Dougherty, 1925-26,p. 90.)

But, is the owning, holding, and voting of stock by a holding company the con-
ducting of a banking business in law? I think not. There is a distinct legal
difference in the corporate entities of the bank and the holding company. There
is also a legal difference between the ownership of the shares of a bank and the-
management of the bank itself. The shares of stock do not legally constitute
the bank itself, nor the conducting of the business of the bank while the corporate
entity is maintained. The chartered powers of the holding company are limited
solely to the ownership of shares and the privileges incident thereto. This is the
entire scope of the holding company's business under its charter. If it transcends
this power, it acts ultra vires, and if it remains within this power and the bank's
corporate entity is maintained, there can be no legal objection.

This question has been foreclosed it seems to me, by decisions of our courts that
the ownership of stock in a holding company with its attendant incidents, does not
in and of itself imply that the holding company is carrying on the business of the
company whose stock it may own. In the case of Peterson v. Chicago, Rock
Island & Pacific Ry.(205 U. S. 364) at page 391, Mr. Justice Day said:
"It is true that the Pacific Co. practically owns the controlling stock in the

Gulf Co., and that both companies constitute elements of the Rock Island system.
But the holding of the majority interest in the stock does not mean the control,
of the active officers and agents of the local company doing business in Texas.
That fact gave the Pacific Co. the power to control the road by the election of the
directors of the Gulf Co., who could in turn elect officers or remove them from the
places already held; but this power does not make it the company transacting the
local business.
"This record discloses that the officers and agents of the Gulf Co. control its

management. The fact that the Pacific Co. owns the controlling amounts of the.
stock of the Gulf Co. and has thus the power to change the management does not
give it present control of the corporate property and business. Pullman Palace
Car Co. v. Missouri Pacific Co. (115 U. S. 587, 597)."
In Cannon Manufacturing Co. v. Cudahy Packing Co. (267 U. S. 333; 69 Law

Ed. 634), Mr. Justice Brandeis said:
"The main question for decision is whether, at the time of the service of process,.

defendant was doing business within the State in such a manner and to such an
extent as to warrant the inference that it was present here. * * *
"Through ownership of the entire capital stock and otherwise, the defendant

dominates the Alabama corporation, immediately and completely; and. exerts.

L_
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iits control both commercially and financially in substantially the same way,
and mainly through the same individuals, as it does over those selling branches or
departments of its business not separately incorporated which are established to
market the Cudahy products in other States. The existence of the Alabama
company as a distinct corporate entity is, however, in all respects, observed. Its
books are kept separate. All transactions between the two corporations are
represented by appropriate entries in their respective books in the same way as if
the two were wholly indepdenent corporations. This corporate separation from
the general Cudahy business was doubtless adopted solely to secure to the de-
fendant some advantage under the local laws."
The court then held that the holding company was not in anywise transact-

ing the business of the subsidiary in the State of Alabama.
In Monongahela Co. v. Pittsburgh & Birmingham Traction Co. (196 Pa. St.

25), the court said:
"It does not follow, however, that the city is the owner of the property of the com-

Pany because it purchased its stock. We have been referred to no authority, and
we know of none, that asserts the doctrine that the purchaser of all the shares of the
capital stock of a corporation thereby becomes the owner of its property. On the
contrary, the principle is well established that the shares of the capital stock of a
corporation are essentially distinct and different from the corporate property, and
that the owner of all the stock of a corporation 

it."
not own the corporate prop-

•erty or become entitled to manage or control t."
As long as each company maintains its full, separate corporate identity, and

the individual bank is managed and operated in fact by its own respective
officers and board of directors, and the conducting of the business of such bank
is real and not a sham, then, in my opinion, the holding company would not,
although owning all except the qualifying shares, be conducting a banking business
in a legal sense. It is only when the practices or activities becomes such that
the local banking power, control, and management are usurped by the holding
company, and abdicated by the local bank that the holding company may be
said to be conducting a banking business under the guise of operating as a holding
company. It is only in such a case that the State would be justified in exercising
its right to file an action in quo warrant° against either the bank, the holding

-company, or both. The mere domination of the bank by the holding company
ihaving a controlling interest in its stock s not a wrong, nor does it affect the

legal existence of the bank, nor the relationship of these two companies. But
what the company and the bank do might affect this relationship. It is the
Practice or activity that governs. In short, it is only when a holding company,
organized under the general corporation laws, attempts to do by indirection the
business of banking, which it can not do by direction, that the practice might be
said to become unlawful and subject to restraint.
"Where a corporation is so organized and controlled and its affairs so conducted

as to make it a mere instrumentality or agent or adjunct of another corporation,
its separate existence as a distinct corporate entity will be ignored and the two
corporations will be regarded in legal contemplation as one unit. In re Muncie
Pulp Co. (139 Fed. 546); Interstate Telegraph Co. v. B. & 0. Telegraph Co. (51
Fed. 49); Wormser on Disregard of the Corporation Fiction, 54. When a corpo-
ration exists as a device to evade legal obligations, the courts, without regard to
actual fraud, will disregard the entity theory. Higgins v. Cal. (Pet. & Asp. Co.,
147 Cal. 363; 81 Pac. 1070); Brundred v. Rice (49 Ohio St. 640; 32 N. E. 169

' 
34

Am. St. Rep. 589); Donovan v. Purtell (216 Ill. 629; 75 N. E. 334; 1 L. R. A.
(N. S.) 176)." (Peoples v. Mich. Bell Tel. Co., 246 Mich. 198, at p. 204.)

As banking commissioner, it would be your duty to continue to deal directlyWith the individual banks, to conduct examinations and exact compliance justias though no change had occurred n the ownership of the shares of stock in any
bank, but it would also be your duty to scrutinize the practices of each local
bank concerned from time to time, to determine whether in fact its business con-
tinues to be done by such bank as a local unit just as the law contemplates.
The next consideration would perhaps be the matter of stockholders' liability.Assuming that the holding company owns all of the stock of the bank, the ques-

tion then arises, how can the statutory liability be enforced? This liability is
found in section 48, Act 66, Public Acts 1929, as follows:
"The stockholders of every bank shall be individually liable, equally and rata-

bly, and not one for another, to satisfy the obligation of said bank to the amount
of their stock at the par value thereof, in addition to the said stock; * * *
Such liability may be enforced in a suit at law or in equity by any such bank in
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.process of liquidation, or by any receiver, or other officer succeeding to the legal
rights of said bank."
In addition to this section 44, act 66, Public Acts of 1929, provides for the

making of an assessment upon shares of stock to repair deficiencies and other
remedies against the stock.
The charter of the holding company, I am informed, contains the following

clause in this regard:
"The holders of the stock of this corporation shall be individually and severally

liable (in proportion to the number of shares of its stock held by them respec-
tively) for any statutory liability imposed upon this corporation by reason of its
ownership of shares of the capital stock of any bank or trust company."
With this express provision in the charter, the question narrows itself to whether

the stockholders liability, if expressed in the charter (which is declaratory of the
statute) can be enforced against the stockholders of the holding company.

Fletcher on Corporations (vol. 1, p. 1077), after discussing the effect of such a
provision in by-laws, says:
"Thus, in the absence of a charter or valid statutory provision therefor or an

express agreement, a by-law can not render a dissenting member or stock-
holder liable to assessment by the corporation beyond the amount which he is
required to pay by his contract of membership."
This would, therefore, imply that if the provision was found in the charter,

the same would be enforceable.
Fletcher on Corporations (vol. 6, p. 7148), says:
"It is not within the power of a corporation, unless it is authorized by the

charter or by some other statute, to bind the stockholders to personal liability
for its debts, without their consent, by agreement with its creditors, by resolu-
tion or otherwise. A bank, for example, can not make its stockholders liable on
its notes or bills by printing thereon a notice that they are so liable; and, in the
absence of charter or statutory authority therefor, a corporation can not make
a valid by-law imposing upon stockholders personal liability for its debts, unless
they consent."
At page 7149 it is said:
"Stockholders, of course, may render themselves personally liable for debts

of the corporation by express agreement or consent, provided their promise has
a consideration to support it, and is in writing, when this is necessary under the
statute of frauds, but their liability in such easels not as stockholders, but as
individuals."
The general rule will be found in 3 R. C. L., page 410, where it is said:
"Though the liability is imposed by statute it is regarded as contractual in

its nature, rather than penal. The-undertaking is as if one subscribing for stock
expressly agreed to take and hold it under a previously prepared contract in
writing that all who should become holders of the stock should pay the amount
of their subscriptions to the corporation when needed, and should pay the addi-
tional sum to create a fund for creditors if the corporation should become in-
solvent, * *
In Duncan v. Freeman (110 S. E. (Ga.) p. 5), the court says:
"The liability of the stockholder of a national bank, though statutory, rests

at last on the stockholder's subscription or on his receipt and acceptance of his
stock."
A general discussion of the question will be found in Western National Bank

v. Lawrence (117 Mich. 669), wherein the bank brought an action in assumpsit
against defendant Lawrence to enforce his individual liability as a stockholder
in a Kansas corporation. The court, at page 672, said:
"While the liability is statutory, it is one which arises on the contract of

subscription to the capital stock, * * *.
"If the company's charter provides that the shareholders shall be subject to

a special individual liability to creditors, persons becoming shareholders agree to
become liable, both in a corporate capacity and individually, to all persons who
shall give credit to the corporation."
In this case, the defendant was a stockholder in an ordinary corporation, not a

banking corporation, and while such liability was sanctioned by the constitution
of Kansas, the domicil of the corporation, the court held that the liability is one
of contract.

It is, therefore, my opinion that shareholders may be bound to an added liability
iwhen the same s properly expressed in the charter of the company, and this

liability may be enforced as provided by law.
11%
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Under section 44, the sale of stock provides a definite means of collection if the
stock has any value, but in case of insolvency such remedy is inadequate, because
the stock is without value.
The question arises as to how this liability can be enforced when the stock is

owned by a holding company. If the stock has sufficient value 80 that its sale
Will produce enough to satisfy the assessment, it makes no difference whether the
stock is owned by an individual or a holding company. If the stock has no value

in the case of insolvency) recourse must be had to the personal assets of the
Individual, or in case of holding company ownership, to the assets of that com-
pany.

If the company is uncollectible, the court would probably look through the
company to its stockholders and enforce the liability against them. Particularly
would this be true where the stockholders assumed liability as here expressed in
the charters of the holding company.
In 3 R. C. L., 400, it is said:
"In some instances the courts have gone beyond the registered stockholders.

This is upon the principle that the parties who by reason of being the actual
owners of the stock are entitled to the profits and benefits of the business carried
Oh by the bank, must respond to the burdens and debts up to the statutory limit.
In the enforcement of this liability against stockholders it is well established that
the actual owners of the stock can not shield themselves against such liability
by putting the title of the stock in the name of some irresponsible third party.
Creditors have the right to call upon the actual stockholders for contribu-
tion; and this right can not be defeated by a merely colorable transfer of the
legal title to sonic third party, who in fact holds the same for the benefit of
the real owner of the stock. * * * The object of the statute is not to be
defeated by the mere forms of transactions between shareholders and their
creditors. * * *"

In Chicago, Milwaukee & St. Paul Railway Co. v. Minneapolis Association
(247 U. S. 490), the *court said:
"In such a case the courts will not permit themselves to be blinded or deceived

by mere forms of law, but regardless of fictions, will deal with the substance of
t. he transaction involved as if the corporate agency did not exist and as the
Justice of the case may require."
I therefore answer your first three questions in the negative and your last

question in the affirmative and reach the following conclusions:
First. A holding company may organize under the general corporation laws

of Michigan and may, if its charter is broad enough, purchase, own, and hold
shares of stock in State banks.
Second. The ownership and exercise of incidents of ownership of stock in a

holding company owning all but qualifying shares in several banks is not legally
doing a banking business in the State, in violation of law.

Third. It is only when the practices of a holding company become such as to
Usurp the functions of the bank in fact and in reality, so that a banking business
is being done by the holding company, that intervention can be sustained.

Fourth. A holding company can, by expression in its charter, meet the double
indemnity of statutory liability under the banking act.

Fifth. It is the banking department's duty to continue to treat individual
!clanks concerned in stock purchased by a holding company in all respects as
individual units for examination and all other purposes; and also to scrutinize
the operation of such banks in their factual relationship with the holding
Company.

Very respectfully yours,
WILBER M. BRUCKER, Attorney General.

Mr. REICHERT. The proposition which we felt confronted us from
a supervisory standpoint was that we could see in this program the
combination of investment companies, trust companies, joint-stock
land banks, national banks, and State banks all under one head and
yirtually the same directorate, but under different supervisory author-
ities. In other words we felt that by the organization of these
groups under present law, it would be possible to defeat the principal
restrictive provisions in banking and trust laws, both National and
State, should these holding companies be organized by individuals
Who were not sufficiently conservative. In Michigan we have been.
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very fortunate that the two groups which have organized holding com-
panies have voluntarily thrown around their organizations, through
their by-laws and articles of association, all possible protective pro-
visions that have been suggested by the comptoller's office or our
office, and have provided further that these provisions are subject to
change only with the consent of the supervising authorities. They
have also made available to our examiners the records of all of their
affiliated corporations. If group banking could be confined to groups
such as these, no anxiety should be felt either by the public or the
supervising authorities.
One of these groups has confined itself in its ownership of bank

stock to banks in the metropolitan area where its main office is located.
The other, in addition to that, has gone out into the industrial centers
of the State. From the standpoint of our securities commission, we
have now made a ruling that no more stock of holding companies will
be approved for sale in Michigan, or for exchange for Michigan bank
or trust company stocks, unless it has similar provisions as are incor-
porated in the articles of association and by-laws of these corporations.
Whatever argument may be advanced against our unit banking

system, one thing must be admitted—that it has developed our
progressive United States. Through it, initiative has been permitted
to develop local communities in which the banker and other individuals
had a community interest. I doubt whether this could have been
accomplished under any other system. Whether we now have
arrived at a time when this sytem should be abandoned due to bank
failures in certain sections, and some other system adopted—be it
group or branch banking—is a question for careful consideration.
There is also some force to the argument that banking units must be
established to be able to take care of credit requirements of large
business units.

Difficulties will be experienced in enacting laws to provide for
protective and restrictive provisions governing groups, the units of
which are operated under National and State laws with different
supervisory authorities. This difficulty would not arise in a branch
banking system.
When considering the high mortality of banks which has principally

occurred in territories where the issuing of charters was very freely
done, you should not lose sight of the fact that there is some argument
for the soundness and serviceability of a system that has had but one
bank failure during the last 3 years and six during the last 15
years, which is the record of our State for State-chartered banks.
The record for national-chartered banks in this State is equally
satisfactory. If, however, it is determined to establish a branch
banking system, due consideration should be given to the unit banks
already in existence in the establishment of branches. Any changes
should have as their prime consideration the safety of the depositor.
Provision must be made to avoid ruinous competition with existing
unit banks,as such a procedure tends to impair the position of the
depositor.

If State lines are disregarded as suggested in the comptroller's
plan of establishing branch banking for trade areas, I would feel that
the matter of taxation as it pertains to the States would be quite a
problem. If branch banking is to be extended, limited to States, or
established trade areas, the question of capital structure should have
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your consideration. As branches are extended, capital should be
increased, otherwise you would be liable to approach mutual bank-
ing rather than banking supported by stock capitalization. I am
sure that these matters have all had your consideration.
The Federal reserve system should also be given consideration be-

cause I feel that the enactment of that law was the greatest piece
of progressive financial legislation that Congress has ever passed.
In this connection I would., however, like to make one observation,
and that is that with changes that have taken place in financing,
less and less paper becomes eligible for borrowing and rediscount,
and in order this system to be of real service to banks, changes should
be made looking toward the liberalization of loaning restrictions.
Especially is this true as it pertains to State member banks.
Governor Young, in his testimony, referred to the earnings of the

Federal reserve banks. In this testimony he pointed out that
$147,109,573 had been paid over to the Government in franchise
taxes by these institutions, and $276,934,000 had been added to
surplus, and that their capital at the present time is $170,975,500.
These earnings have accrued largely as a result of the free balances
of the member banks, and I am entirely in accord with his plan for
the distribution of a portion of these earnings based upon deposits,
but there should be no definite rate set up in the form of interest on
deposits. In other words, I think there should be a distribution of
earnings at the end of the period to member banks either on capitalor deposits, but preferably on deposits, in lieu of interest.
There are other phases of this subject that I feel have been ade-

quately covered by previous testimony, and in order to save time, I
Will refrain from making any further statements other than to say
that we in our State are watching with interest the developments in
this exhaustive study that your committee is making of this subject.
Your recommendations to Congress will be given consideration by
every legislature which will convene next year, because your recom-
mendations will be based upon a more thorough study than andividual
States could make and upon information which would not be avail-
able to them except through your committee. On this informationand your recommendations the various supervising authorities will
largely base their recommendations to the legislative bodies in their
States. I want to assure you of our interest in the work that your
committee is doing and offer you the facilities of our office, if we canbe of service to you.
Mr. LucE. Mr. Reichert, in giving the number of your State

banks and the number of national banks, you do not go to the point of
telling us what the tendency is in this particular. It would appearthat your national-bank deposits are a little more than one-third ofthose companies operating under your State law. Is the tendency,
in your State, for capital to turn to the State form of organization
rather than the national form?
Mr. REICHERT. I do not think that is the case to an unusual

degree. In Detroit we have had some consolidations where State
banks have been taken over by national banks and then again some
national banks which have been taken over by State banks, and thatiS true throughout the State. I would not say that the increase in
assets in the two systems have been showing any tendency particu-larly one way or the other. I should say that the ratio of assets inthe two systems have been going along as they have been for some time.
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Mr. HooPER. It seems that the locality governs considerably;
for instance, in the locality in which I live, there were 3 national
banks and 1 State bank and they have become 3 national banks.
On the other hand, in other communities, the tendency seems to
be the other way, so it about strikes a balance.
Mr. REICHERT. Yes, sir; there are some cities where there are only

State banks and others where there are only national banks repre-
sented.
Mr. LUCE. We are watching these two systems competing with

each other and interested in knowing which system is forging ahead
and which is dropping behind, if that thing is happening.
Mr. REICHERT. As far as our State is concerned there has been no

competition with the comptroller's office in the granting of charters.
Wherever a group in a city has applied for a State charter, we have
only granted it where the situation seemed to warrant it, and in case
of national charters, the comptroller's office seems to have recipro-
cated in that respect very well.
Mr. LUCE. How many national banks are there in Detroit?
Mr. REICHERT. Two national banks.
Mr. LUCE. Two national banks in Detroit out of how many banks?
Mr. REICHERT. There are eight State banks and two national

banks in Detroit. I should like to check that figure a little later, but
I am sure that is correct.
Mr. LUCE. You pointed out that the comptroller, in his figures,

had referred to suspensions and not failures. I have not caught that
distinction and have been accustomed to speak of these totals as fail-
ures. You referred, later on, to suspensions but did not bring out,
with definiteness, what you had in mind in drawing the line between
suspensions and failures.
Mr. REICHERT. In his statement he refers to suspensions and that

includes banks that were temporarily closed and then reopened and
also banks sold to other institutions and their deposit liabilities cared
for, and one bank is in his figures twice. What actually happened,
as far as State banks' charters are concerned, we have had six failures
and there are 50 private banks that have either gone into voluntary
liquidation or are actually in receivership for the 9-year period.
Mr. LUCE. Have you any idea that should modify his statement as

to the 5,641 bank suspensions in the last nine years in the country;
would the point that you bring out make any serious difference in
the alarming feature of the situation?
Mr. REICHERT. I think it possibly would, because I presume that

the experience in other States has been similar to ours; that is, in
many cases, banks have suspended and they have reopened either
by sale to other institutions or have opened up under new manage-
ment. I do not know how far-reaching it would be, but I know it
makes a very definite difference so far as Michigan is concerned.
Mr. LUCE. In these cases that you referred to, of reorganization,

and so forth, has there been material loss, nevertheless, to depositors?
Mr. REICHERT. Not to depositors, in any instance. There was no

loss to depositors in those reorganizations or where they were taken
.over by another bank.

Mr. LUCE. You referred to your act of 1925, preventing the organiz-
ation of further private banks. Does that extend to prohibiting indi-
viduals from engaging in the banking business?
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Mr. REICHERT. Unless they have a State or .national charter;
Yes.
Mr. LUCE. Do you know of other States that have adopted that

type of law?
Mr. REICHERT. I do not. The act was passed to prevent the

continuation of private banking and also to provide for orderly
liquidation. We have a number of private banks, however, that still
exist in the State.
Mr. LUCE. The matter has become of considerable interest to

the committee in its efforts to straighten out the tangle of taxation
produced by private and other banks and incorporated banks. Is
it your judgment that that law has been a useful one?
Mr. REICHERT. Yes; I think it has been. It has prevented anyone

else going into the private banking business and has had a tendency
toward the elimination of private banks.
Mr. LUCE. Does it go to the extent of preventing the individual

from loaning money while engaged in business as a broker?
Mr. REICHERT. Oh, no; not as a broker. Would you like to have

Sue read the act? It is very short.
Mr. LucE. I think it is well worth while to have it in the record.
Mr. REICHERT (reading):
The people of Michigan enact:
SacrioN 1. Private banks—when unlawful to organize.—On and after the

effective date of this act, it shall be unlawful for any individual, person, or
unincorporated association of individual persons, to engage in the business of
banking as defined in Act No. 205 of the Public Acts of 1887 as amended and other
laws of this State relating to banks and banking: Provided, That this act shall
not apply to any individual person or unincorporated association of individual

iPersons engaged n the business of banking at the time of the passage of this
act.

Then there is the penalty for the violation.
Mr. LUCE. Would that prevent partnerships similar to Morgan

& Co. Kuhn, Loeb & Co., and other big banking houses of New
York City from engaging in business in your State?
Mr. REICHERT. I should think so, if they took deposits or engaged

in the banking business such as is provided under the general banlung
law of the State of Michigan. They can only engage in the banking
business under that law or the national act in the State at the present
time.
Mr. LUCE. You have told us of provisions for the segregation of

Savings assets to cover savings deposits. That is, of course, not the
case with national banks?
Mr. REICHERT. No.
Mr. LUCE. Does any uneasiness result from the fact that your

State banks are compelled to give protection to savings deposits while
the national banks are not?
Mr. REICHERT. That would be rather difficult for me to answer. I

have never heard the subject brought up, however.
May I go back to your former question in reference to Kuhn,

Loeb & Co. and Morgan & Co.?
Mr. LUCE. Yes.
Mr. REICHERT. If they took deposits, I think it would prevent

them from doing business in Michigan. It would not prevent their
engaging in the sale of securities. Was that the point you wanted to
bring out?
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Mr. LUCE. Yes. This matter of savings deposits interests me par-
ticularly, because in my own State of Massachusetts, we have the
same requirements in the matter of trust companies and we find our
national banks, within a few rods of a trust company, enabled to.
mix all their money at the close of the day, without any particular
protection to the savings deposits.
In your national bank failures in Michigan, have depositors suffered

notably by the failure of segregation?
Mr. REICHERT. I would not be qualified to answer that because I

do not know what the outcome of national bank failures has been.
There have been two over the period of nine years, that the comp-
troller speaks of. I think that probably one reason that State banks-
have had large deposits, especially savings deposits, than national
banks is, because they have had branches in the municipalities and
the national banks did not have them. Consequently, State banks
have more savings deposits M proportion to national banks. 
Mr. LUCE. What is the customary rate of interest now being paid

on savings deposits by your State banks? .
Mr. REICHERT. Three and 4 per cent-3 in the larger centers, and

in some sections they are paying 4 per cent.
Mr. HOOPER. In my neighborhood they pay 4 per cent—largely in

the south central portion.
Mr. LUCE. You tell us there are two groups that have organized

holding companies in your State?
Mr. REICHERT. Yes; Sin
Mr. LUCE. Has that been done recently?
Mr. REICHERT. I would say that has been done within the last ten

months.
Mr. LUCE. Are they apparently at work to add to their groups?
Mr. REICHERT. No; I do not think so. I think they have purchased

all the banks that they desired and I do not know of their engaging
or negotiating for any banks at the present time.
Mr. LUCE. Do you know of any other movement on foot to create-

other groups?
Mr. REICHERT. Not at the present time.
Mr. LUCE. You have told us of a ruling that you will approve no•

more stock issued by holding companies for exchange of Michigan.
bank or trust company stocks, unless there are provisions incorporated
in the articles of incorporation or the by-laws of these associations
similar to those you apply to your State banks. It is not clear to me
whether that results in what I might call a quadruple liability. Tell
us about that.
Mr. REICHERT. In the organization of these holding companies,.

after the Attorney General's ruling, the holding companies agreed—
they possibly agreed to this prior to the ruling—agreed to incorporate-
the provisions that were in the banking law, and carry that on the
certificate of stock in the holding company, which carried the liability
through to the holder of a certificate. They also provided for various
other requirements that are in the statute. Those were Michigan
corporations. When foreign corporations came in to ask for their
stock to be approved, as holding companies, we felt that it would be
unfair to hold our Michigan corporations to certain regulations and
conditions, and approve the stock of a foreign corporation without
the same provisions, so that after this opinion of the Attorney General,
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We passed a ruling of the securities commission that we would not
approve any more stock of foreign holding companies unless they had
similar provisions as the holding companies organized in Michigan.
Mr. LUCE. What I am driving at is to find whether the mathe-

matical result is that in the case of, say, the Farmers Trust Co., the
ittockholders of the Farmers Trust Co., have, in addition to the double
liability, further accompanied by a double liability on the part of the •
-stockholders in the holding company, making twice the score—the
mathematics of it are all I am after.
Mr. REiciiEnr. The holding company owns the stock of the bank—

all except the qualifying shares.
Mr. LUCE. Yes.
Mr. REICHERT. The individual owns the stock of the holding com-

pany and, in accepting that certificate of the holding company, he
assumes the stock liability that the holding company has in these
respective banks—his proportionate share of the stock liability.
That is according to the certificate. .
Mr. LUCE. And there is no increase in his security?
MT. REICHERT. No.
Mr. LucE. You referred to the matter of taxation as perhaps

presenting difficulties. Would there be any difference in that matter
from the situation brought about by foreign corporations doing busi-
ness in your State, as well as in other States, where the taxation is

imeasured by the amount of capital employed n the State?
Mr. REICHERT. Well, you have got to consider the deposit liability

and its ratio to capital. It could possibly be worked out, but I think
ithere would be more of a difficulty n working it out as a banking

matter than it would be in other corporations.
Mr. LucE. It is only the taxation feature as to which I inquire.
Mr. REICHERT. Yes. The question of taxation of bank stocks is

up before the special committee of our State at the present time—the
Special committee on all taxation.
Mr. LUCE. You point out the fact that less and less paper is becom-

ing eligible for borrowing and redirounting. and think that changes
Should be made looking toward the liberalization of the loaning restric-
tions. Will you specify just what you have in mind in that regard?
Mr. REICHERT. The changes in refinancing of corporations which .

are 'going into financing themselves through stock issues. There is
less and less paper now coming into the banks from that source, but
banks have a large number of municipal bonds. Not having this
rediscountable paper, they might have several million dollars of
municipals and, being a member of the Federal Reserve System, they
'could not go to the Federal Reserve and borrow on that, but would
have to go to their other correspondents for that service, in case of
definite withdrawals.
Mr. SEIBERLING. You think that. the law should be amended so as

to permit them to borrow on municipal bonds?
Mr. REICHERT. Municipal bonds of a certain type, based on popula-

tion of communities and ratio of indebtedness to assessment.
Mr. SEIBERLING. And the total value of the tax duplicate?
Mr. REICHERT. I do not know what you mean.
Mr. SEIBERLING. The total value of the taxable property in the

district?



1626 BRANCH, CHAIN, AND GROUP BANKING

Mr. REICHERT. Yes, sir. I would not want to advocate that all
municipal bonds should become eligible as collateral.
Mr. HOOPER. I should like to ask one or two questions of Mr.

Reichert. In Michigan, Mr. Reichert, the limit of branch banking
to State banks is the boundary of the municipality, is it not?
MT. REICHERT. Yes.
Mr. HOOPER. And how is that working out around through the

State outside of the large cities? Is branch banking being used in
the small towns and cities, say, of 25,000 to 100,000, considerably?
Mr. REICHERT. Possibly these tables [exhibiting] will give you the

best idea.
Mr. SEIBERLING. Have you placed the totals in the record?
Mr. REICHERT. No; I did not know whether you would call for

them. There are 52 State banks having a total of 354 branch banks.
Eight banks in Detroit have 259 of these branches. Two banks in
Grand Rapids have 27 of these branches, and that leaves a total of
68 branches for the balance of the State.
Mr. HOOPER. Has there been any consideration given in Michigan

to the extension of branch banking beyond the limits of the munici-
pality at all?
Mr. REICHERT. NO.
Mr. HOOPER. Then branch banking, as it exists in our State, corre-

sponds, in a general way, with national branch banking as defined
by the McFadden bill?
MT. REICHERT. Yes, sir.
Mr. HOOPER. Now, Mr. Reichert, we have been hearing here some

men from all over the United States on this question, including the
Comptroller of the Currency and some very distinguished men.
Many of them at least attributed the decline of the banking business
in small towns throughout the country, for instance, to the lack of
diversification of business in the small country towns. What has
been your observation about that in Michigan among the small banks?
Has that played much part in the banking business there? Has it
tended to injure the banking business of the small towns?
Mr. REICHERT. The banks in the small towns are not increasing

their deposits. I think that is generally conceded, that the automo-
bile of course, has made some difference in regard to where a man can
do his banking conveniently.
We still have a great many banks in small towns that are being

operated at a profit and are soundly operated. The difficulty, of
course, in operating a bank in a small town is to secure management
at the price that you can afford to pay.
Mr. HOOPER. And then retain them after you secure them?
Mr. REICHERT. Yes; retain them after you secure them.
Mr. HOOPER. I suppose the same situation prevails in Michigan as

in other States—that there is a lure from the big city banks for the
small bank man?
Mr. REICHERT. Yes, sir.
Mr. HOOPER. Generally the small bank in Michigan, in the small

villages throughout the State, has the same sort of competition as it
would have in Georgia or Iowa or other states?
Mr. REICHERT. I would say so.
Mr. HOOPER. But you have shown us to-day that the small bank

in Michigan has been a fairly successful bank and there have been
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Yery few failures; that while similar conditions have prevailed there,it has not militated against the small bank in Michigan. That is
What you have been showing? .
Mr. REICHERT. Yes, sir. This chart [exhibiting] will answer your

question as quickly as anything. It will show the net profits in banks
under $150,000 or from $150,000 to $250,000.
Mr. HOOPER. I think that is all. .
Mr. SEIBERLING. You referred, awhile ago, to the Comptroller of

the Currency confusing the terms "failures" and "suspensions."
I notice on page 12 of volume 1, part 1 of the hearings, the comp-

troller states he is using the term "failure" as synonymous with the
term "suspension," although these two terms are not always so used.
Ile further states, "The statistics of the Federal Reserve Board for
bank failures are based upon suspensions," but that the comptroller
has not counted such a bank as a failure that suspends and reopens
and continues to do business. I wanted to clear that up.
Mr. REICHERT. Yes, sir. The reason I mentioned this is also to

clear it up because I found in later testimony that you were referringto that being the number of bank failures in Michigan, especially inthe testimony that Mr. Lord gave here.
Mr. SEIBERLING. When you incorporate or permit a chain banking

Company, incorporated in another State, to do business in your State,
how does it qualify?
Mr. REICHERT. It has to qualify before the securities commission,

Which only pertains to the sale of stock.
iMr. SEIBERLING. What does t state its business is when it qualifies?

Mr. REICHERT. I would think that would probably depend uponthe individual application. I have no recollection of any specific
application, but I would think that their application would be a
request, to sell stock in Michigan, collaterally supported by bank
stocks as assets in our State or other States.
Mr. SEIBERLING. You do compel these chain companies to qualify

111 order to do business?
Mr. REICHERT. All stock in Michigan must be qualified before the.

securities commission, with the exception of bank stock chartered
under Michigan law or the national bank act.
Mr. SEIBERLING. The company has to qualify too?
Mr. REICHERT. Yes, Sir.
Mr. SEIBERLING. When one of these foreign companies qualifies

to do business, they must state that they are going to acquire bank
stocks; they can not state they are going into the banking business?
Mr. REICHERT. NO, Sir.
Mr. SEIBERLING. Do you think there is any difference between achain company owning the capital stock of a great many banks and •managing them and a company doing a banking business?
Mr. REICHERT. That was the purpose of my inquiry of the AttorneyGeneral and he said under our law it was possible for them to own aslong as they did not operate..
Mr. SEIBERLING. I am asking you what you think about it.
Mr. REICHERT. Of course I concur with our Attorney General.
Mr. SEIBERLING. As a matter of law that might be true under your

statutes, but do you not think 
Mr. REICHERT. I think, as an economic matter—
Mr. SEIBERLING. They are in the banking business, are they not?
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Mr. REICHERT. I would not want to accuse them of it, but 
Mr. SEIBERLING. Now, you have six State banks, I believe, in

Detroit and two national banks.
Mr. REICHERT. No; we have eight State banks.
Mr. SEIBERLING. And two national banks?
Mr. REICHERT. Yes, sir.
Mr. SEIBERLING. You have other large banks in Michigan—Flint,

Grand Rapids, and I guess over where you live, possibly. If we had
a law permitting branch banking in trade areas and these banks found
it convenient to take advantage of the law, you can not see any
reason why your entire State should not be furnished with banking
facilities and why it would not be of great assistance to your cities to
have a concentration of credit and capital in your large cities, instead
of having that concentration going somewhere else through chain or
group banks?
Mr. REICHERT. Do you refer now to the benefit to the small com-

munity?
Mr. SEIBERLING. To your whole trade area, the small and large

community as well?
Mr. REICHERT. I would think there would be a tendency, of course,

under a branch banking system, to concentrate capital in the locality
where the main office is located. That would be quite natural.
Mr. SEIBERLING. That would be in Grand Rapids or Flint or

Detroit and you would still have plenty of competition and if your
industries wanted to finance temselves they could be financed in the
State of Michigan, could they not?
Mr. REICHERT. Yes, sir.
Mr. SEIBERLING. Do you not think it would be a great advantage

to the country to have trade areas of that kind where people could
finance close at home where they knew the people and there was a
personal interest in the community rather than go to the large
metropolitan center far away?
Mr. REICHERT. I think that would be preferable, and I think if

you are going to establish branch banking, it would be preferable to
establish it on State lines.
Mr. SEIBERLING. Branch banking would be more economical?
Mr. REICHERT. I will grant you that.
Mr. SEIBERLING. And even under your group system, you would

have to have some plan of branch banking because, as a number of
bankers have stated here, group or chain banking can not take care
of these small centers that need banking facilities.
Mr. REICHERT. I do not think that groups would be interested in

:the small centers.
Mr. SEIBERLING. Or chain banks either?
Mr. REICHERT. No, sir.
Mr. SEIBERLING. Under those two systems, you do not take care

of the small communities with those facilities, do you?
Mr. REICHERT. No.
Mr. SEIBERLING. Of course these eight State banks that you have

in Detroit have branches all over the city of Detroit?
Mr. REICHERT. Yes, sir; all over the city of Detroit.
Mr. SEIBERLING. But they do not extend outside of the county?
Mr. REICHERT. Not outside of the city—outside of the municipality.
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, Mr. SEIBERLING. Do you not think it would be of great advantageif a general banking law could be passed by Congress which would
Permit more banks to come into the national banking system under
the branch-bank plan?
Mr. REICHERT. As I read the law, there is very little difference

between our State law and your national law at the present time,
and to take care of most communities I think, as the law is now,
You can do it as well under one system as under the other. Of
,course, if you are going to disregard State lines in the matter of branch
IDanking then it would necessarily have to come through a national
oanking system.
' Mr. SEIBERLING. Do you not feel it is unfortunate to have a
Government such as ours lose its national banks and get entirelyout of contact with the banking business of the country?
. Mr. REICHERT. Yes; that would be true. I do not feel that that
is happening in our State, however.
Mr. SEIBERLING. You have only two national banks in Detroit.
Mr. REICHERT. Well, of course, one of those came out of a con-

solidation of two national banks.
Mr. SEIBERLING. You have large cities in Michigan where you have

'10 national banks, have you not?
MT. REICHERT. Large cities?
Mr. SEIBERLING. Yes.
Mr. REICHERT. No; I do not think we would class those as largecities that have no national banks. I would think that the largest

eity_that I recall now that has no national bank is Owosso..
Mr. ?loopEa. That has no more than 20,000 population.
Mr. REICHERT. Probably not more than ten or twelve thousand.
Mr. HOOPER. Twelve thousand, perhaps?
Mr. REICHERT. Yes, sir.
Mr. SEIBERLING. What percentage of your failures has been due tomismanagement? Have you any idea?
, Mr. REICHERT. The only receivership that we have had that has
"'len due to mismanagement has been due to forgery.
„Mr. SEIBERLING. And you have had no difficulties in Michigan in
re depreciation of lands which were security for loans with failures
flowing, due to that?

„.Mr. REICHERT. We have had some depreciation, but not failures.
"le have had depreciation of the lands, but not failures of banks.
Mr. SEIBERLING. The depreciation has not been so rapid the bankscould not protect themselves?
Mr. REICHERT. No, sir.
Mr. SEIBERLING. That has not been true in the agricultural

Lustriets of the Middle West and Northwest?
_ Mr. REICHERT. I could not say as to that, but I understand thatYour testimony here bears that out.
h Mr. WINGO. Mr. Reichert you come to us with the reputation of
being one of the most capable State bank commissioners we have.or that reason you were selected as one of three to come down here.
Should like to get your judgment on some things. You say youlavor branch banking?
Mr. REICHERT. I should like to keep an open mind on that until

If3u have concluded your study, because I know I will be called upon
100136-30—voL 2 PT 12-5
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to make recommendations to the State legislature, no doubt, and
should I change my mind between now and then, due to your investi-
gation, Iwould not like to be definitely committed to one program or
the other. I think there is some argument for and against branch
banking. So far as our State is concerned, the same necessity at
present does not exist as in some other States you refer to.
Our unit banking system has served our communities well. It

has been free from failures; that is, I am speaking of the corporate
banks, both national and State, and with few exceptions, the banks
have had an earning power sufficient to take care of losses and
wherever they have had them we have advocated consolidations or
reorganizations, and we do not feel that banking institutions in
Michigan have any unusual problem at this time.
Mr. WINGO. You feel, then, that your present unit banking

system has proved successful, but naturally you are open to such
convictions as may come to you from the further study that you
think the present investigations will afford?
Mr. REICHERT. Correct.
Mr. WINGO. I suspect that you are not alone in the view that you

are willing to consider whatever may develop in the way of changed
conditions, and you naturally do not want, as a public official, to be
embarrassed by some statement that may be predicated upon your
past conclusions. In other words, after taking into consideration
some changes that might be/ brought to your attention, you might
feel that you wanted to reform your judgment?
MT. REICHERT. That is correct.
Mr. WINGO. I have no desire to embarrass you. I appreciate that

that is a very proper position for a public official who is to be called
on for recommendations to take.
Suppose that it should be decided to amend the national bank act

so as to permit a greater extension of branch banking privileges for
national banks. Based on your experience and on your observation,
would you advise that that extension be limited either to State lines
or to trade areas, or nation-wide? What is your judgment on. that
or have you matured your judgment?
Mr. REICHERT. I have not matured my judgment on that. I

would, however, feel that to confine it to State lines would be much
eas er to operate from a legislative standpoint when you come in
competition with the State banks. Of course I appreciate that
business does not recognize State lines.
Mr. WINGO. Of course, if you are thinking about it from the

standpoint of your State banks, it would be easier, possibly, from 9
regulatory standpoint to confine the branches of a State bank to
your State lines, but possibly you have overlooked the fact that you
could still thoroughly inspect any branch bank that your State baiA
might establish, say in one of your adjoining States or anywhere
else; you could still have supervisory control over the parent corpora'
tion, could you not?
Mr. REICHERT. Over the parent corporation?
MT. WINGO. Yes.
Mr. REICHERT. I would not be qualified to pass upon the point

whether we could go into another State and examine a branch there.
Mr. WINGO. You are not a lawyer?
Mr. REICHERT. NO, I am not.
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Mr. WINGO. Then I will avoid some of those questions that might
be_purely legal.
But we will take the trade and economic situation. There are

other illustrations that can be used, but I will use one that is in my
district. Texarkana, Ark., is in my district. Texarkana, Tex., and
Texarkana

' 
Ark., are in reality but one city, the dividing line being

nothing but an imaginary line between the two States running down
the center of one street. Banks on both sides of the line have busi-
ness connections. For illustration, some gentlemen may live onthe Texas side, may be officers in a Texas bank, and yet have business
on the Arkansas side, or just the opposite. So that in a case of that
kind there would be a practical necessity, assuming now that branch
banking is right and that it is wise and good for the public, that
Would somewhat handicap providing for any geographical limitationor branches, would there not?
Do you see what I have in mind?
Mr. REICHERT. I see what you have in mind.
Mr. WiNoo. But that is a matter, I presume, that you think you

bad better leave to the lawyers when they come to figuring on the
legal requirements and the legal right of a State bank commissioner
to go outside of his jurisdiction?
Mr. REICHERT. I think so.
Mr. Wino°. I will suggest that you had better go into that study,

!Ind I suspect you will find that, as a matter of fact, there would be no
legal difficulties in having branches beyond State boundaries. The
question of permission of foreign corporations to do business in
Michigan is one that your law would control, but the real law is a
line of decisions that the Federal courts have built up passing upon
the State laws that undertake to restrict and govern that.
I was interested in one suggestion that you made—and I believe it

was an answer to a question by Mr. Seiberling—that you did not
think that a group or chain bank would be interested in banks in
'mall centers. I believe you used the term "small centers," and you
%id that they would not be interested in them.

Will you explain to the committee what you mean by that—why
You think they would not be interested?
Mr. REICHERT. Did I answer that they would not be? Possibly,
might qualify that in our State they do not seem interested, and IWould question whether they would be interested in small centers.
Mr. WINGO. That is your experience in Michigan, is it? That isthe reason I was interested. I happen to know that there are groups

Or chains that are made up entirely of banks in small towns. Those
are chain banks, and, I believe, group banks.
, Mr. REICHERT. What I tried to convey to you is that this ae-
trvity in our State has been confined to large institutions in industrial
centers.
. Mr. WINGO. Your State has reached that point where I suspect
lt classes itself and is as a matter of fact an industrial State?
Mr. REICHERT. Yes.
Mr. WING°. That is its major business?
Mr. REICHERT. That is its major business.

; Mr. WiNoo. And the major bulk of your capital is invested in
'adustrial enterprises?
Mr. REICHERT. I would say so.
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Mr. WINGO. Your State has been fortunate in its business activi-
ties in the last 10 years, and you have not been troubled so much
with bank difficulties, have you?
Mr. REICHERT. No.
Mr. WINGO. I believe you said that you have only had one receiver-

ship of a State bank, and that that was caused by forgeries and mis-
conduct, and not by any economic condition or any bad judgment
in making loans and things of that kind, but purely misconduct
upon the part of the managing officers?
Mr. REICHERT. Yes. That is over a period of three years.
Mr. WINGO. How many State banks did you say you have in the

State, approximately?
Mr. REICHERT. Five hundred and eighty-one.
Mr. WINGO. How many of those are in your larger cities? If you

do not have it definitely, just approximate it. What proportion of
them is in the larger cities? You have 8 or 10 cities there that might
be called industrial cities, have you not?
Mr. REICHERT. Yes•

' 
there would be a small proportion in num-

ber, but a large proportion in assets.
Mr. WINGO. The great bulk of your banking capital—and I am

talking now about capital invested in State banks in the State of
Michigan—is in the cities of your State, is it?
Mr. REICHERT. Yes.
Mr. WINGO. The bulk of it would be limited, I suspect, to possibly

five cities?
Mr. REICHERT. There would be Detroit, Saginaw, Kalamazoo,

Battle Creek, Jackson 
Mr. HOOPER. And Lansing.
Mr. REICHERT. I would say about 8 or 10 cities.
Mr. WINGO. You have several cities or industrial centers with

over 100,000 population, have you not?
Mr. REICHERT. Yes.
Mr. WINGO. What is the population of the largest city?
Mr. REICHERT. That would be Detroit-1,600,000.
Mr. WINGO. And you have another city there that has over r

million in population, or near it, have you not?
Mr. HOOPER. Grand Rapids has 250,000, perhaps.
Mr. WINGO. Now, how many banks did you say that you have in

the city of Detroit? a
Mr. REICHERT. Ten.
Mr. WINGO. How many of them are State banks?
Mr. REICHERT. Eight.
Mr. WINGO. Do you recall offhand the percentage of the banking b

capital of the State banks that is in the city of Detroit? ti
Mr. REICHERT. I have not any figures on the national banks.
Mr. WINGO. I am talking about State banks, Mr. Reichert.

Unless I specifically say so in any question, I am limiting the question
to the banks under your jurisdiction.
Do you have that information at hand?
Mr. REICHERT. Could I send that on to you?
Mr. WINGO. No; we will just abandon it now for the present.

Suppose that you do this: It might be worth while if you will giire
us the total banking capital in your State in State banks.

t ,
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Mr. REICHERT. I can give you that. The total capital is $78,960,-
924; surplus, $72,145,59&25; and undivided profits, $19,961,786.
Mr. WINGO. Now, if you will give us a statement when you get

back and send it to us, or possibly you can make it before you leave
here, showing the total banking capital in your State, State banking

icapital, then the total banking capital n the city of Detroit, and
then the total banking capital in cities of your State over 100,000
Population, we will appreciate it.
Do you recall whether or not you have very many State banks in

towns under, say, 2,500 population?
Mr: REICHERT. Yes, we have quite a few.
Mr. WINGO. Most of the banks in towns having less than 2,500

Population in the State of Michigan are State banks, are they not?
Mr. REICHERT. Yes.
Mr. WINGO. Very_ few small national banks?
MT. REICHERT. Yes.
Mr. WINGO. You have no tabulation there available showing the

number of your banks that have a capital stock of less than $100,000,
have you?
Mr. REICHERT. NO, I have not. I have on the basis of assets, but

not on the basis of capital stock.
Mr. WINGO. And, of course, you have not the same information orthe number of banks that you have with less than $50,000 capital,

have you?
Mr. REICHERT. NO, I have not.
Mr. WINGO. And the assets of those banks?
Mr. REICHERT. I will be very pleased to get that for you.
Mr. WINGO. It will not be necessary. We can get that in another

tabulation that will be condensed. Just let that go.
Here is one statement that I read M your prepared statement:
he bank is limited in the extension of branches to an investment of 50 per centof its capital and surplus in banking house.

Now, that, of course, is clear to you, but it is not to me, and I donot mean that as a criticism. But that does not mean anything to
roe. Just what do you mean by that?
• Mr. REICHERT. We have a State law that prohibits a bank from
!nvesting more than 50 per cent of its capital and surplus in a bank-

house; consequently the extension. of branches, which would
also be its banking houses, must be limited to that investment,unless they should lease the property, then, of course, they wouldnot have any of their capital funds invested in the branch site.
, Mr. WINGO. In other 

i 
words 

that 
you say one of the limitations onbranch banking in your State s at retriction on the banks as tothe amount of their capital that may be invested in banking houses?Mr. REICHERT. That is right.

Mr. WINGO. That does not include furniture and fixtures, does it?Mr. REICHERT. No.
Mr. WINGO. Do you authorize branches beyond the city limits inYour State?
Mr. REICHERT. No; we do not. .
Mr. WINGO. It is confined to the city?
Mr. REICHERT. Yes:

, Mr. WINGO. The great number of the branches that there are inttle State are in the city of Detroit, are they not?
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Mr. REICHERT. Yes.
Mr. WINGO. And most of them are branches of State banks, are

they not?
Mr. REICHERT. Yes.
Mr. WINGO. The national banks only having about 8 or 10

branches?
Mr. REICHERT. No, they have more than that.
Mr. WING O. I mean in the city of Detroit.
Mr. REICHERT. Yes. This is purely an approximation, but I

would say that the two national banks had about 50 branches in the
city of Detroit.
Mr. WINGO. Will you do this? Will you prepare for the record a

statement limited to the city of Detroit and confining it to those
banks that have intracity branches, and give the number of the State
banks that have branches and the number of branches of each?
Mr. REICHERT. Of each bank?
Mr. WINGO. And the resources of each of these banks. In other

wc rds, separate it both by national and State, giving the number and
giving the resources of each one of these banks that have branches.
Mr. REICHERT. Yes, I will be gland to do that.
In previously giving you the number of banks in Detroit I did not

take into consideration the banks located in territories recently
annexed to Detroit. There are 12 State banks in Detroit as follows:

Name of bank
Number

of
branches

Resources Name of bank
Number

of
branches

ResourceS

Detroit Savings Bank 26 $50,651, 619.96 Bank of Detroit 20 50, 760,690. ??..
Peoples Wayne County Michigan State Bank 5 3, 254,500. L.'
Bank 152 449.564. 027.07 Northwestern State 2 2, 257,820. LP'

American State Bank 27 52,928, 115.49 Redford State Savings None. 2, 326,631. v°,,
Guardian Detroit Bank_ -- None. 63,433,944.06 Peoples State Redford None. 3, 2.53,799.
Commonwealth-Commer-

cial Bank 22 23,125,047.88
United Savings 
Union Savings 

None.
None.

19, 467,
537,

96.5."",
833.10

Total number of banks 1.1
Total number of branches 254_
Total resources $721, 561,895.44

There are two national banks in Detroit as follows:

Name of bank
Number

of Resources
branches

First National Bank 
National Bank of Commerce 

34 $173, 817,
20! 108, 704, 024. v"

Total number of branches 54
Total resources  $282, 521, 412.90

Mr. WINGO. Have you any restriction in youf law comparable to
that in the State of California with reference to the amount of capital
stock as to branches? For illustration, if you wish to establish 6,
branch in the State of California, as I recall, the minimum additionfo
capital required is $25,000. Have you any such provision in the
statutes of Michigan?

boa.
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Mr. REICHERT. No; the only provision as to capital is the pro-
vision that carries the capital up to $400,0001 based upon $5,000,000
of deposits. From there on there is no provision as to deposits, but
the capital is also based upon population. For instance, in the city
of Detroit the capital is $500,000.
Mr. WINGO. In other words, that is the minimum capital for a

bank?
Mr. REICHERT. Yes.
Mr. WINGO. Let me take an illustration. Suppose that you have

1,1 State bank now that has a minimum capital of $500,000, and it
nes no branches. It applies to you for permission to establish 10
Intracity branches in the city of Detroit, and you find that those
branches should be established. Is there any requirement that you
contemplate with reference to an increase of capital by reason of the
establishment of these branches?
Mr. REICHERT. No. The only restriction there would be would

ibe one that was previously given, and that s that their investment
could not exceed 50 per cent of their capital and surplus.
Mr. WINGO. I am not talking about what your law is; I am talking

about your judgment, for which I have a great deal of respect. Would
Pu not think it would be wise, if you u do not have it in the law, to
nave some provision that would require an increase of capital when-
ever you established a branch?
Mr. REICHERT. Yes; I absolutely agree with you.
Mr. WINGO. Am I in error when I assume that that is one question

!Von which all bankers agree, and that s
i

that the capital base must
bear a proper proportion or a proper relation n size to deposits, loans,
and discounts?
Mr. REICHERT. Yes.
Mr. WINGO. In other words, the volume of business that a bank is

transacting must have a sufficiently large capital base, measured by
the experience of bankers, to support that structure that is resting on
that capital base?
Mr. REICHERT. Correct.
Mr. WINGO. The bankers agree that that is a practical necessity?
Mr. REICHERT. Yes, Sir.
Mr. WINGO. So, if we should authorize or if we should not authorize

further extension, in your judgment would it be wise for us to make
some requirement with reference to the establishment of branches by
national banks that would insure the necessary increase in the capital
base? That requirement ought to take into consideration the factthat it might be that the .bank at the time already has a sufficient
, 

i
Capital base to support a given number of branches, but there should
be some standard there like there s a standard of population, because
we have found by experience, although there are some exceptions,
§at there is a direct relation between the volume of banking business
111 a community and its population.
Mr. REICHERT. Undoubtedly.

, Mr. WINGO. Of course, there are some exceptions. Now, there
Mould be the same assumption that there is some relation between
apital requirements and the number of branches that the parent

inistitution has, should there not, and do you think that that would
°e wise to have appear in the statutes?
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Mr. REICHERT. Yes, I think that could be done in two ways,
either based upon branches or based upon the ratio of deposits to
capital.
Mr. WINGO. In other words, this thought has come to me, and I

wanted to get your judgment, with the thought not of laying down
so much an iron-clad rule such as, for example, that so much popula-
tion shall have so much minimum capital, but the point is this, that
if we use any fixed standard at all, it should be the volume of business,
and that the Comptroller of the Currency should take that into con-
sideration and that in enlarging a business by having additional
branches, while there might be a nominal requirement for additional
branches, yet the major requirement and the determining factor
should be the volume of business which those branches and the
parent bank is engaged in, and require the capital base to be suffi-
ciently large to safely support that volume of business.
Mr. REICHERT. Yes, I quite agree with you.
Mr. WiNco. I understand from the Deputy Comptroller, who is

present, that while there is no requirement in the National Bank act
now, the Comptroller's office does take into consideration the capital
base and will refuse to grant the establishment of a branch if the
capital base is not sufficient to justify the enlargement of the business
that is supposed to flow from the establishment of the additional
branch.
There would be nothing whatever wrong in confirming that judg-

ment by proper limitations and definitions in the statute itself, would
there be, in your judgment?
Mr. REICHERT. I think that is a proper way to arrive at it, because

if you are having branch banks outside of municipalities, you must of
necessity get away from population as your basis and go to the ratio
of deposits to capital base.
Mr. WINGO. There is another statement in your prepared statement

that I have marked, that I do not exactly understand. I will read it.
Difficulties will be experienced in enacting laws to provide for protective and

restrictive provisions governing groups, the units of which are operated under
national and State laws with different supervisory authorities. This difficulty
would not arise in a branch banking system.

What do you mean by that?
Mr. REICHERT. I mean by that 
Mr. WINGO. I am not asking that in an argumentative sense.

I have respect for your judgment, and I want to see if there is some-
thing there that I have not thought about before.
Just what do you mean by that statement?
Mr. REICHERT. With branch banking it would either have to be s

national bank or a State bank; there would be no two supervising
authorities, while in group banking you might have a State bank or
several State banks, you might have several national banks, you
might have an investment company organized under the general
incorporation law or under our finance act, which is under the super;
vision of the State Treasurer, and you might have joint stock Jan.°
banks, all under different supervisory authorities, and if those instr
tutions were operated by people that were not as conservative AS
they might be, they could transfer assets, and it would be difficult,
unless you arranged to have all of these agencies go in there and make
their examinations simultaneously 
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Mr. WINGO. I see what you are driving at. Your point is that witha double character in a group, both State and National, there would
occur a confusion of regulation and examination.
Mr. REICHERT. Yes.
Mr. WINGO. Now, if we undertake to meet the formation of groups

and chains by such regulatory measures as will guard against abuses
Such as the one you mentioned and some others, do you think, then,
that it would be proper to have some requirement that would make
the different units that have a State charter submit to the regulation
or investigation or examination of the comptroller's office?
Mr. REICHERT. I think so.
Mr. WINGO. In other words, the banking business breaks over

State lines?
Mr. REICHERT. Yes.
Mr. WINGO. A great many of our banks now are just as much

engaged in interstate commerce as the Steel Trust or General Motors?
Mr. REICHERT. Without question.

, Mr. WINGO. So that if any banking operation is being carried on
PY a corporation, whether it be a national bank or whether it be a
,uolding company organized in Delaware or Michigan, you feel that
lodged in the Comptroller's office there should be proper authority
Which would enable the Comptroller to protect the public along the
same lines that the Comptroller protects the public and the depositors
;Ind the stockholders in national banks now? In other words, so thatlie can have a proper investigation and examination of this tie-up
that is multiple in its character, that would be proper?
Mr. REICHERT. I would think that the records of these corpora-tions that are a part of the holding company should be open to the

different supervising authorities, in order to make a thorough investi-
gation of their affairs. I think that that would almost have to follow
la, both directions, whether they were institutions of a State or
National character.
Mr. WINGO. Can you conceive of any other way that we can pro-

Oct the public interest and at the same time protect legitimate
ranking activities? It is just as necessary to protect men engaged in
Jegitimate banking and doing it .through group formation, because
Berne very capable and able men, just as sincere as you and I, believe
that group banking_ 

Yes, 
ideal—

Mr. REICHERT. es, I understand that. .
Mr. WINGO. And that under present conditions it is an admirable

Way to meet certain conditions, and you feel that those who are
1:Igaged legitimately, honestly, and fairly in trying to conduct
Legitimate banking business through the group system should, as well_as the public, be protected along the line you suggest, by having the
r!'cords open to the supervising authorities so that they can detect
either mismanagement or maladministration?
Mr. REICHERT. Yes.

, Mr. WINGO. There is another phase of .that subject that you
touched on here in your statement. You said:
t,Prom the standpoint of our securities commission, we have now made a ruling0°.a.t no more stock of holding companies will be approved for sale in Michigan,
4 Or exchange for Michigan bank or trust company s istocks, unless t has similarr °visions as are incorporated in the articles of association and by-laws of these
'°rPorations.
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Of course, your blue sky law and your securities commission can,
under a State statute, control the question of sales even of these
holding companies organized under the laws of Delaware, but suppose
that a citizen of Delaware sought to sell his stock in a Michigan
bank to a holding corporation that is incorporated in Delaware; you
might have some difficulty.
Mr. REICHERT. Oh, yes.
Mr. WINGO. So that is one of the reasons why I see no escape

from not only the right but the duty of Congress to supplement what
you are trying to do in Michigan, and very properly, not only in 

iconnection with the question of sale of securities but n connection
with the general tie-up and control of the banking business, by the
Federal Government having restrictions and regulations with reference
to these purchases and transfers. I do not mean by that to either
approve or disapprove the suggestion of the chairman of this com-
mittee in his famous 10 per cent bill that he has introduced; I am not
committing myself to that until I know more about it.
I believe that is all.
Mr. LUCE. Judge Brand is next.
Mr. BRAND. As I understand your testimony, you have no state-

wide branch banking law in Michigan?
Mr. REICHERT. We have not.
Mr. BRAND. And I also take it that you have no law authorizing

chain banking systems?
Mr. REICHERT. NO; we have not.
Mr. BRAND. You have a law, however, that allows branches to be

established in municipalities, as I understand your statement.
Mr. REICHERT. There is no specific mention in our statute of it,

but branches have been established in municipalities for a good many
years. The law is silent on the matter of branches.
Mr. BRAND. But you said that your State allows branch banking in

municipalities.
Mr. REICHERT. Yes. There is no mention of it in the statute, but

for 40 years, by consent, branch banking has been permitted in
municipalities.
Mr. BRAND. Does that custom limit the capitalization to any

particular population?
Mr. REICHERT. The bank capital is based upon population in the

rest instance and then the capital must grow with the increase in
deposits up to $400,000 of capital, and from there on there is no
provision for increase.
Mr. BRAND. I confess that I do not understand the following part

of your statement, taken in connection with your evidence:
Under this act—

Referring to the act of 1925—
private banks can no longer be established, nor can the private banks in existence
at the present time be sold.

I understand that that is the kind of banks that you now have
in Michigan, private banks.
Mr. REICHERT. I beg your pardon?
Mr. BRAND. As I understand your testimony, that is practically'

the only kind of banks that you have in your State, private banks.
Mr. REICHERT. No; we have very few private banks.
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Mr. BRAND. Do you draw a distinction between a unit bank and
ft private bank?
Mr. REICHERT. Yes. Unit banks are corporate banks organized

under the statute, while private banks—
Mr. BRAND. Practically all of your banks are the independent

unit banks, are they?
Mr. REICHERT. Yes.
Mr. BRAND. Then you said:
It was not until 1925 that the act prohibiting the establishment of privatebanks was enacted in this State. Private banks are neither under the super-vision of the banking department no under any other department.

Do you mean by that to say that there are now private banks in
Your State that have no supervisory regulation?
Mr. REICHERT. That is correct. There always have been, but

they are getting smaller in number, and they are mostly banks invery small communities.
Mr. BRAND. Are they supplying the needs and the demands of the

communities, as a rule?
Mr. REICHERT. It would be'rather difficult for me to say, becauseI am not very familiar with their operations.
Mr. BRAND. Are you in accord with or opposed to Mr. Pole's

Proposition as to authorizing branch banking, as outlined by him inhis statement?
Mr. REICHERT. As previously stated, I would like to keep an open

iTund on the question of branch banking until the conclusion of your
cpmmittee is reached, because I might possibly be placed in the posi-pen of being asked to make recommendations, which might not be
iii accord with the way I feel now.
Mr. BRAND. I did not catch that: part of your testimony before.
Then you made a statement that is very significant and interestingto me, which reads:

. If, however, it is determined to establish a branch banking system, due con-sideration should be given to the unit banks already in existence in the establish-n.ient of branches. * * * Provision must be made to avoid ruinous competi-tlon with existing unit banks, as such a procedure tends to impair the positionof the depositor.

, I am in full accord with that proposition. Now, my question is,if we authorize branch banking as recommended by the Comptrollerof the Currency, what suggestion have you to make in order to protectthese unit, independent banks?
Mr. REICHERT. It would almost have to be cooperative, I wouldthink, between the State department .and the Federal department,because they certainly ought to recognize a State bank in a commu-Ility that is going along and is prosperous, and not without some con-sideration put a branch bank in there.
Mr. BRAND. I do not think they should, either, and I feel very,strongly about that. The State of Georgia at present has no branchbanking law, and if this branch banking system should be authorizedIts outlined by the Comptroller of the Currency, how could the Stateve anything to do with it? .In other words., if we should pass a?ranch banking law in the United States, . this Federal law would°ecome operative and effective in a State like Georgia.
Mr. REICHERT. No question about it.
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Mr. BRAND. And the suggestion that I want from you, and I think
it would be valuable, is, what manner of legislation or what sugges-
tion can you make which would protect the unit bank against a
branch bank establishing itself there?
Mr. REICHERT. It would necessarily, I think, have to be put in your

Federal legislation, to recognize 
Mr. BRAND. I realize that it should be put there, but what would

you suggest that we put there?
Mr. REICHERT. I would like to have a little further thought on that

matter. My thought now would be that it would almost have to be
cooperative with State departments—I would not say it would be
necessary to get their approval, but there would certainly have to be
cooperation there.
Mr. BRAND. I know, but there could not be any cooperation in the

case of a State where they have no branch banking law.
Mr. REICHERT. Don't you think the State would pass a law to meet

that contingency?
Mr. BRAND. They might do so, but suppose that they did not?
If you are not ready to give a matured opinion on that, as one of

the members of this committee I would like to have you think over
my question and, when you are ready to submit your recommenda-
tion or opinion, let us have it.
Mr. REICHERT. I will be very glad to do that.
Mr. BRAND. You are willing to do that, are you?
Mr. REICHERT. Yes, Sir.
Mr. BRAND. I think that is a very important matter, Mr. Reichert,

in States where they have no branch banking law, to see that, if we
establish a nation-wide branch banking law, the present existing unit
banks which are prosperous and making money and serving the people
are not destroyed or their capital structure not impaired.
Mr. REICHERT. I agree with you absolutely.
Mr. BRAND. I am much obliged.
That is all, Mr. Chairman.
Mr. LUCE. Mrs. Pratt, have you any questions?
Mrs. PRATT. I am sorry I was not here to hear his statement.

presume that many of the questions have been covered.
Mr. SEIBERLING. I would like to ask him a few questions.
How do the earnings of your Michigan banks in 1929 compare with

other years?
Mr. REICHERT. Without looking it up, I would say the earnings are

probably at a greater per cent than they were the previous years.
Mr. SEIBERLING. HOW do you account for that?
Mr. REICHERT. The call loan rate, for one thing.
Mr. SEIBERLING. Do you mean the call money rate in New York?
Mr. REICHERT. Yes, on the short-time investments.
Mr. SEIBERLING. Have you any estimate as to how much Michigan

money was sent to New York, or Chicago, or Philadelphia, on account
of the high call-money rate?
Mr. REICHERT. From banks?
Mr. SEIBERLING. Banks and individuals; taken out of banks, Of

course, by individuals, and sent down there.
Mr. REICHERT. No; I would not want to attempt to estimate it.
Mr. SEIBERLING. Was it a large amount?
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Mr. REICHERT. Yes; a fair sized amount. Some large corpora-
Pons and also many individuals sent money to these centers for
investment in call loans.
Mr. SEIBERLING. Do you think it would amount to a good many

millions of dollars?
Mr. REICHERT. Yes, Sin
Mr. SEIBERLING. Do you think that the withdrawal of this money

from the banks there and sending it to the stock exchange had any
effect upon your commercial and industrial business, or your agricul-
tural business?
Mr. REICHERT. Well, that would be rather difficult to say. I

Would not think so.
Mr. SEIBERLING. Do you think that there was just as much money

available as was needed?
Mr. REICHERT. I think there was plenty of money available.
Mr. SEIBERLING. Did not some banks send their money on call to

New York?
Mr. REICHERT. Some. Not many, however.. .
Mr. SEIBERLING. In the cases where these individuals withdrew

their money and sent it to New York, or these corporations, did the
banks have to go to the Federal reserve banks to borrow?
Mr. REICHERT. Not to an unusual extent; no. I think our

borrowings were not exceptionally high until the close of the year.
l'hey were rather high then.
Mr. SEIBERLING. That was what month? Have you the figures

there?
Mr. REICHERT. Yes; I have the figures.
Bills payable on December 31, 1929, $45,487,000; rediscounts,

$10,503,000.
That is for all the banks in the State.
Mr. SEIBERLING. Can you give the total amount borrowed from

.the Federal reserve?
Mr. REICHERT. No, I could not do that. I haven't it segregated.
Mr. SEIBERLING. How did those figures you gave compare with

'July 1, 1929?
Mr. REICHERT. On July 1, the total notes and bills rediscounted

amounted to $3,723,000; 'bills payable, $34,?33,000.
Mr. SE1BERLING. What is the difference between those two

totals?
Mr. REICHERT. About $17,000,000.
Mr. SEIBERLING. Did the rates of interest to borrowers in Michi-

gan go up during the high call-money rate?
Mr. REICHERT. Possibly in the large centers. Our rates in banks

are quite stationary, especially in the smaller banks.
„ Mr. SEIBERLING. You do not think that the small banks said totheir borrowers that they would have to charge them 1 per cent more

account of the high call-money rate?
Mr. REICHERT. I do not think so; no.
Mr. SEIBERLING. But you do think that that was done in the cities?
Mr. REICHERT. I think their rates went up; yes.

, Mr. SEIBERLING. What are the rates under your usury law in
-`lichigan?
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Mr. REICHERT. The legal rate is 5 per cent; the amount you can
charge is 7 per cent. The limit is 7 per cent.
Mr. SEIBERLING. That has been very satisfactory; has it?
MT. REICHERT. Yes.
MT. SEIBERLING. That is all.
Mr. LUCE. Unless there are other questions, the committee will

thank Mr. Reichert for coming before it, and adjourn until to-morrow
morning.
(Thereupon, at 12.30 o'clock p. m., an adjournment was taken until

Thursday morning, May 15, 1930, at 10.30 o'clock.)
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THURSDAY, MAY 15, 1930

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Washington, D. C.
_ The committee met in the committee room, Capitol, at 10.45

o'clock a. m., Hon. Robert Luce presiding. .
, Mr. LUCE. In view of the memorial exercises to-day at 12 o'clock,
if the committee should be in session at a quarter of 12, and I am in
the chair, I will declare a recesss in case we have not finished with
the witness, and then we will resume this afternoon. It is possible,
however, that we may finish with the questioning by a quarter of 12,
and that will give us an hour. .
Mr. Hovey, the bank comnussioner of Massachusetts, is here

tO-day. Mr Hovey, we shall be glad to be informed by you of your
views on branch, chain, and group banking, and on any other features
of the banking situation that you care to discuss.

STATEMENT OF ROY A. HOVEY, COMMISSIONER OF BANKS,
STATE OF MASSACHUSETTS

Mr. HOVEY. Mr. Chairman and gentlemen of the committee,
perhaps I can best approach my views on branch, chain, and group
,..banking by a résumé of the history of such forms of banking in

assachusetts.
Branch banking made its first appearance in Massachusetts in

1902, when the legislature by a general law authorized trust companies,
our .only State chartered commercial banks, to establish branch offices
subject to the approval of the supervising board. That act limited
to one the number of branches that a trust company might have and
confined its location to the same town or city. in which the main
?thee was located and with the restrictions that it be operated solelyior the purpose of receiving deposits, cashing checks, and maintaining
safe-deposit business. At that time there were 37 trust companies

"axing total assets of $164,000,000. To-day there are 101, with
assets of $777,000,000. Their distribution in cities and towns classi-
§d as to population is indicated by a table which I am submitting.
the figures are as of March 27, 1930.

1643
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(The table referred to is as follows:)

Number

Per cent Per centPopulation

Cities
Trust
com-

panies I
Branches

of banks Assets of assets

(1) 100,000 or more 8 37 25 36.64 $477, 580, 801 61-
(2) 50,000 to 100,000 7 13 14 12.87 110, 591, 459

..„44
14.71

4) 10,000 to 25,000 r5) 25,000 or 50,000 ) Less than 10,000 

13
42
285

12
20
19

7
9
8

11.88
19.80
18.81

76, 702,271
69, 605, 957
42, 777, 964

9.81
8.91
5.5‘

Total 355 101 60 100.00 777,258, 452 100.01
_

I Members of the Federal reserve system: (1), 14; (2), 4; (3), 2; (4), 5; (5), none; total, 25.

Mr. HOVEY. Only four of our 101 trust companies have a capital of
less than $100,000, the minimum statutory requirement being $50,000,
and then only in towns of less than 10,000 inhabitants. The smallest
town in which a trust company is located has a population of approxi-
mately 1,800.
In spite of the fact that there are many towns within which there are

no banking facilities, there is no town in all the State which is not
within approximately 15 miles of the main office of a trust company or
national bank.
Under our statutes the authority for the establishment of branch

offices of a trust company is granted by the board of bank incorpora-
tion, which consists of the commissioner of banks, commissioner of
corporations and taxation, and the treasurer and receiver general,
and only after a public hearing has been held and it has been shown
that the public convenience will be served by the establishment of the
branch. In 1914 the policy was also adopted through legislation to
allow consolidating banks to maintain the offices of the consolidating
bank as branches provided both banks were located in the same city or
town and that the commissioner of banks was satisfied that the public
convenience would be served thereby. In 1920 we had our first
instance of a branch being established outside of the town in
which the main office is located. This was accomplished by a special
act of the legislature. Similar privileges have been similarly granted
four times since then, but only for the purpose of establishing a branch
where no other bank existed. Three of these branches are located in
communities which adjoin the town in which the main office is located,
the others being in towns within 12 miles of the main office.
In view of the number of special bills which were being introduced

in the legislature seeking branch privileges for trust companies not
authorized under the general laws and which appeared reasonable and
desirable for the extension of banking facilities to our citizens, the
banking department was convinced that general legislation should
be passed and in 1926 made such a recommendation. This sought
to remove the restriction on the number of branches in the town lo
which the main office was located and also sought to allow the estalr
lishment of a branch office in an adjoining city or town provided no
other trust company was located therein. The recommendation,
which was intended mainly to extend banking facilities to communi'
ties where such facilities were lacking, also carried provisions which]
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Would prevent the consolidation of trust companies which were not
located in the same town or city. At that time we were opposed to
a policy of state-wide branch banking and the most that the bill would
hav.e. accomplished would have been to provide additional banking
facilities within the same or adjoining  towns in which the main office
of the trust company was located. While the operation of such a law
would not have permitted any of the trust companies located in
Boston to establish branches in neighboring cities and towns it would
have been of advantage to some of the smaller communities in other
parts of the State which are unable to support a bank of their own.
However, attempts to obtain such a change in 1926 and in 1927 were
unsuccessful. Misunderstandings and the opposition of the national
banks undoubtedly prevented the adoption of such a measure.
In 1928 an amendment was passed which removed entirely the

numerical restriction of branches in cities of more than 100,000
Population, and restricted to two the number permitted in cities of
50,000 to 100,000, and to not more than one in cities and towns under
50,000; thus bringing our law more in line with the McFadden Act
of February, 1927. These are the restrictions which are in force
to-day.
, The total number of trust companies having branches is 42. Thirty
nave one branch, 8 have two, 3 have three, and one has 5; 60 in all.
In 1908 the legislature granted a similar privilege to our mutual

savings banks but the conditions under which they were allowed to
establish branches varied from those of trust companies at that time
In that they might establish one or more branches in the same town
Where the banking house was located or in towns not more than 15
Miles distant, where no savings bank existed at the time. The
branches of savings banks were not established for competitive pur-
poses but for the encouragement of. thrift and to furnish facilities
for: savings in communities not sufficiently large to support or main-
tain a bank of their own.
Among the 196 mutual savings banks only 30 have branches;

22 have 1, six have 2, and two have 3; forty in all. Ten of these
banks have branches outside of the town in which the main office
is located.
We have never been in sympathy with a state-wide branch policy

for Massachusetts, but recognize, however, that conditions in other
sections of the country might warrant its adoption.
Concerning chain banking, our experience has been limited to two

or three cases several years ago in which one or two persons were
the dominating influence. These were made up of trust companies
and banks located in Boston and suburbs. These chains were, how-
ever, eventually terminated, local interests taking. over the control
and management in each instance. One resulted in the suspension
of the parent bank which caused losses to stockholders and directors

an amount exceeding $4,100,000. Failures among our banks are,It should be noted, few and except for the situation in 1920 and 1921
the record of Massachusetts among its .trust companies is exception-
ally clear, there being to date hut 11 failures. since trust companies
Were first organized in 1869. Among the national banks in Massa-
chusetts there have been hut 15 failures.

100136-30—vor, 2 rr 12-0
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Group banking in Massachusetts has developed within the last two
years, although not as widespread as in other sections of the country.
At the present time there are six groups, all but one of which include
both national banks and trust companies. The schedule which I will
submit exhibits these groups as constituted at the present time/
their assets comprising 45.5 per cent of the aggregate assets of national
banks and trust companies in Massachusetts. The trust companies
involved aggregate 14.4 per cent of the banking assets of all trust
companies, while the national banks represent 59.1 per cent of the
assets of all national banks in Massachusetts. At the present time
all of these groups are controlled by national-bank interests and include
the largest of our national banks.
The success of chain or group banking of course depends upon the

character of management the same as in individual banks. Group
banking may have its advantages and benefits and much can be
offered in its favor as your committee knows. I have no quarrel
with the system in theory and would not object to it if proper opera-
tion could be guaranteed, but, granting that there are advantages, at
actual practice it can too easily be subjected to improper use and
when composed of banks operated under more than one code of laws
and more than one supervising authority the opportunity for misuse
is enlarged. For this reason and from the standpoint of a supervisor,
I am forced to look with disfavor on such a system. I much prefer
to see local management of a unit bank if the locality can furnish
proper support, and believe a community is better served thereby
than by the branch of a distant bank. If, however, I were to choose
between group and branch banking, I should prefer to see the branch
system, with all the difficulties it carries in examining, but I question
whether permitting the establishment of branches will of itself stop
or even check the growth of the group method. It is realized that
regulations governing national banks must necessarily be national in
scope but it must also be recognized that conditions differ widely in
various parts of the country and policies and methods which may be
beneficial in one section may be detrimental in another. Each State
should know its own needs best and for this reason it appears to me
that if a change is made in national bank branch regulations, the
privileges granted thereby should not exceed those granted to stata-
charactered institutions. This would, of course, necessarily limit
branch banking in its widest latitude to the State in which the bank
is located.
In Massachusetts more than one-half of the banking assets are

made up of savings or time deposits. In the smaller or suburban
centers the ratio of savings is greater than in the large cities. Outside
of the larger cities banking resolves itself more or less into an invest-
ment service. This raises the question of whether the centering of
control and management of a group of banks of this type may not
open a way for unwise or unscrupulous investment of savings deposits,
which deposits we in New England for more than a century have given
the greatest possible protection. In so far as Massachusetts State
chartered banks are concerned, I feel that they are well protected bY
the statutory requirement that such savings be segregated from com-
mercial deposits and invested only as savings bank funds may be
invested, savings depositors being protected by an elaborate statutorY
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system regulating the investment and management of their funds.
Our experience has demonstrated that such segregation and invest-
ment is of great advantage to the savings depositor, who has always
been given the utmost protection. Therefore, in considering this
subject, it would seem tome that some form of segregation and regula-
tion of assets representing savings deposits should also have attention,if it is within the scope of this investigation.
When a large proportion of the deposits consist of time or savings

accounts I do not see how any better service can be rendered by
banks in a group than could be worked out by a unit bank under an
arrangement with a larger city bank as correspondent or investment
counsel.
In view of the limited experience of Massachusetts in these different

forms of banking it is difficult at this time to arrive at a definite
conclusion. I appreciate that my views have offered no solution• of
the problem confronting you, but only reflect my opinion as a super-
visor and that of may others in my State, namely, that there appears
to be no real or immediate necessity for group banking nor wide
extension of branch banking privileges in Massachusetts.
I shall be glad to have you call upon me if I can be of any further

assistance.
I am submitting herewith the table I previously referred to, showing

the group banks in Massachusetts.
(The table referred to is as follows:)

lir 



Group banks in Massachusetts

(Hundreds omitted except in columns showing number of banks]

Group

National banks Trust companies All banks

Num-
her Capital

Undi-
Surplus vided

earnings
Assets Num-

ber Capital
Undi-

Surplus vided
earnings

Assets Num-
ber Capital Surplus

Undi-
vided Assets

earnings

First National, Boston 12 $47, 950 $36, 520 $7. 200 $693,941 9 $7,975 $7,913 $2, 278 $82, 869 21 $55, 925 $44, 433 $9,478 $776,610
National Shai,vmut, Boston 4 20.450 10, 295 2.936 255,196 2 250 300 172 4,620 20,7(X) 10,595 3, 108 259, 816
Federal National, Boston 4 2,150 850 296 45, 866 4 800 331 296 15,394 8 2,950 1, 181 592 61,260
w °nester County 5 2.163 1,675 567 40,050 1 200 100 143 3, 774 6 2,363 1, 775 710 43,824
Cape Cod 2 150 175 82 2720 2 325 175 270 5,902 4 475 350 352 8, 622
Western Massachusetts Banking
Associates, Greenfield ______ _ 3 425 481 324 6,664  3 425 481 324 6,664

Total 30 73,288 49.906 11,405 1, 014, 437 18 9, 550 8,819 3, 159 112,359 48 82,838 58,815 14,564 1, 155,796
Total for State 153 112.651 90,829 35.648 1, 765, 736 101 49,440 46, 307 23,468 777,258 254 162, 091 137, 136 59,116 2, 542. 991

Percentage in groups 19.6 65.1 55.0 . 32. 0 59. 1 17.8 19. 3 19.0 13. 4 14.4 18. 9 51. 1 42. 9 24.6 45. 5
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Mr. LUCE. Mr. Hovey, am I right in my understanding that whatWe in Massachusetts call trust companies are in all practical aspectsthe same as State banks in other parts of the country?
Mr. HOVEY. That is right. They are our only State chartered

commercial banks.
Mr. LUCE. We in Massachusetts seem to have a monopoly of theuse of that term for State banks, and I thought the record would

better show that.
Mr. HOVEY. We have no State banks; none as such.
Mr. LUCE. About 20 years ago there was a tendency in Boston

toward the amalgamation of banks, and, as I recall it, after 5 or 10
Years of experience therewith, there came a revival of demand for
charters for smaller banks, the allegation being made that the big
banks did not give that personal service and attention which a small
bank would.
Am I right in that?
Mr. HOVEY. I think you are; yes.
Mr. LUCE. Now there seems to be a return to the idea of amalga-

Illation. What do you think the tendency is going to be in Massa-
chusetts in the immediate future—toward more amalgamation?
Mr. HOVEY. I think the record shows that in the last few years

there has been a lessening tendency in that direction. In 1922 and
1923 we had quite a little activity among the banks toward consolida-
tions, but since that time it has been falling off.
Mr. LUCE. Is one warranted in the inference that if these con-

solidations fail to give as much service as might be desired, the result
Will be competition from new, independent units?
Mr. HOVEY. I think tha.t would follow.
Mr. LUCE. That has a rather important bearing upon what we are

considering, because of the apprehension in many quarters that
Consolidation means monopoly and a prevention of the benefits of
competition.
In the matter of these consolidations of trust companies, will you

get forth, for illustration, the story of the Newton Trust Co.? TellUS what happened to the Newton Trust Co.
Mr. HOVEY. The Newton Trust Co. consolidated with the Newton-

'trifle Trust Co. located in the same city. Then there was a new trust
company formed under the name of the City Trust Co., which had a
branch, and then consolidated with the Newton Trust Co. The New-
ton Trust Co. had a branch de novo authorized by the Board of
tanking Incorporation. So that, after the consolidation it had
Practically, I should say, five or six offices in Newton. Then there
was a trust company organized in Needham, an adjoining town, and
I think the directors of the Newton Trust Co. owned the controllinginterest. Then, the Newton Trust Co. itself owned the control of
the Dedham National Bank, which was located in an adjoining town,
and also a national bank located in Westwood, so that they had
Several offices right in Newton and the adjoining towns, all practi-
cally under the same control and management. I hen, when the Old
Colony Associates began forming their group, the Newton Trust Co.
wilts one of the banks taken, the control of which was taken over by
he Old Colony Associates.
Mr. LUCE. This has a bearing, of course, upon one of the more

serious problems before the committee at the present time. Evi-



1650 BRANCH CHAIN, AND GROUP BANKING

dently this amalgamation has taken place because theTpersons con-
cerned thought it more profitable. We, of course, are here to guard
the welfare of the public, the depositors and borrowers as well as that
of the owners of the banks.
Do you hear any criticism of this series of transactions in their

bearing on the convenience and business prosperity of the commu-
nities affected?
Mr. HOVEY. Not as much at the present time as when the idea

first took shape.
Mr. LUCE. The criticism then was one of expectation?
Mr. HOVEY. Yes.
Mr. LUCE. In actual results, does anything indicate to you that

this has worked any injury to the public?
Mr. HOVEY. Not in this instance; not in the instance you speak of.
Mr. LUCE. You expressed, however, some apprehension that the

system, generally applied, might have unfortunate results.
Mr. HOVEY. It all depends upon the character of the group, that

is, of those managing the affairs of the group.
Mr. LUCE. It is easy to understand how the disposition of funds

might be fortunate or unfortunate, according to the temper of the
management, but it is not so easy to understand, assuming honest
management, how an injury will result to the depositors and borrowers,
and if there be such injury, it is important that we should know it.
For example, we are told by some witnesses that consolidations of
this sort injure the borrower because of less generous treatment than
would be received from the management of an individual unit, and
injures the depositor because of giving him less interest and also
exposing him to the new practice of restricting deposits to the larger
accounts.
What have you to say on that?
Mr. HOVEY. I have not seen any evidence of that occurring, of

having a tendency to act to the disadvantage of the depositor or the
borrower, so far as our experience in Massachusetts has gone.
Mr. LUCE. Then, assuming honest management, what is the basis

for your own disposition to object to branch banking?
Mr. HOVEY. From the use that may be made of it, where a grouP

contains banks having both Federal and State supervision, from the
standpoint of the supervising examiner.
Mr. LUCE. The mechanical phase of it?
Mr. HOVEY. Yes.
Mr. LUCE. Am I right, then, in thinking that in principle you see

no objection to branch banking?
Mr. HOVEY. You are speaking of branch banking?
Mr. LUCE. Yes, branch, or any other form of consolidation—in

principle.
Mr. HOVEY. No; I can not see any disadvantage to the grouP

system, if that is what you are speaking about just now.
Mr. LUCE. I am speaking of the broader question of the consolida-

tion of banking capital in one form or another.
Mr. HOVEY. I imagine that it could be carried to excess, but so far

as our experience has gone I have not seen anything that would lead
me to believe that it has worked an injustice yet to the depositor:or
borrower.
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Mr. LUCE. Turning to another aspect of the general subject, of
course you and I are familiar with the mutual savings banks and
their growth and value, but many of the members of Congress are not
ac familiar with them, coming as they do from States where mutual
Savings banks are few or there are none at all, and I think it would
be serviceable if between us we brought into there cord something
biore about the mutual savings bank system.
How many States now enjoy the blessings of that system?
Mr. HOVEY. I think there are 17 States in which there are mutual

savings banks. The majority of them are located in New England
and New York.
, Mr. LUCE. What is the prevailing rate of interest being paid now
03' the Massachusetts savings banks on deposits?
Mr. HOVEY. Practically one-half of our banks are paying 5 per

f-ent per annum on savings deposits, and the rest of them are paying
between 43 and 5 per cent.
Mr. LUCE. I have inquired of various witnesses in the course of

these hearings, and have yet learned of no State where the mutual
savings banks do not exist where depositors of savings are getting
'flora than 4 per cent, and they are running from that down to 3
Per cent.
Does your general knowledge of the situation lead you to think

that this difference is due to the fact that where the mutual savings
Dank is found, it profits by the unpaid or the little paid services of
Nen who are engaged in it partly through philanthropic motives, or
la it due to the fact that where there are no mutual savings banks
the banks are not paying as much on their savings deposits as they
Could pay?
Mr. HOVEY. No. I think it is because the expense of operation of

a Savings bank is very small compared with that it costs to operate a
coramercial bank, and in a savings bank after the statutory amounts
Which are required to be set aside for surplus and all expenses are
tJaken into consideration, the remaining earnings belong to the
uePositors, and I think that has a great effect on the increased dividend
Then, again, the investments of savings banks are so regulated that
they are not subject to the same risks and hazards as are the invest-
laents of the assets of commercial banks, so that the losses in savings
Qanks are very small.
Mr. LucE. Let me inquire further about the matter of comparative

exPense. My observation would not lead me to think that the
!,fliployees of savings banks are paid on a greatly different scale from
640se of national banks.
Mr. HOVEY. No;  I think they compare about the same.

, Mr. LUCE. And the rent, apparently, is not essentially different.
4ta You and I know, there are several savings banks in Boston that
°ecupy some of the most costly real estate in the city.
Mr. HOVEY. That is right.
Mr. LUCE. Then just what is the item of greater expense in the

88vings department of a national or State bank?
. Mr. HOVEY. Well, the number of employees in a commercial bank
la lunch greater.
Mr. LUCE. It is greater, of course, because of the diversified

obsiness, but I mean just confining ourselves to the comparative cost
Of running a savings bank and the savings department in a national
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bank, exclusive of the other national bank business. You will see
that I am trying to find out, if I can, any excuse for the payment in a
place like the District of Columbia, for example, of only 3 per cent or
34 per cent on deposits of poor people, when in Massachusetts they
can get 4% per cent to 5 per cent. Nobody has ever given me an
adequate explanation, and I wanted to know if there is a reason for it.
Mr. HOVEY. Our savings banks' assets are made up more than

50 per cent of real estate loans, on which the uniform rate practically
is 6 per cent, and that forms the bulk of the investment, and the
rest is in bonds which are legal for investment and which may not
return more than between four and a half and five per cent, but the
expense of management is so small that the surplus funds which
have been accumulating over a period of years produce an income
which carries the overhead, so that it allows the investment of income
realized from the investment of deposits to be paid in dividends.
MT. SEIBERLING. Will you have him put into the record what

commissions or other charges are paid in connection with real-estate
loans outside of the 6 per cent interest, if any?
Mr. LUCE. Yes. Will you answer Mr. Seiberling's question on

that?
Mr. HOVEY. The borrower, you mean?
Mr. SEIBERLING. What the borrower has to pay in addition to

6 per cent when he gets the loan.
Mr. HOVEY. There is nothing paid to the bank outside of the

interest.
Mr. SEIBERLING. What does he have to pay?
Mr. HOVEY. He does not have to pay anything unless he goes to

a broker to get a loan for him.
Mr. FENN. The borrower can go directly to the bank.
Mr. HOVEY. The borrower can go directly to the bank and make

an application for a mortgage loan, and there is no expense entailed
in connection with that.
Mr. FENN. There may be a slight expense for examination of

title.
Mr. HOVEY. Of course, the borrower pays the title expense.
Mr. SEIBERLING. That is very unusual.
Mr. FENN. Not in New England, even with an insurance companY

or a bank.
Mr. LUCE. If we should put into the banking law requirements for

segregation and stipulations about investments corresponding tie
those in Massachusetts and of the other mutual savings bank States
would it be reasonable to expect or would there be ground for hope
that throughout the rest of the country the savings of the poor might
be safeguarded and that those savings might bring a rate of returr!
comparable to what they bring in the mutual savings banks States(
Mr. HOVEY. I would think that would depend upon whether con'

ditions would be comparable to those in our States.
Mr. LUCE. What particular conditions?
Mr. HOVEY. In regard to real estate. Practically all of our real-

estate loans are on improved property, what we call improved
property. Now, that might not be possible for banks in other see'
tions of the country to loan such a proportion of their assets in that
manner and thus bring them the income that we get for the same
amount of security.
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Mr. LUCE. When we passed the McFadden Act, you may remember
that we increased the amount that national banks might lend on real
estate. This was done in response to the averments from various
Parts of the country that if the banks were given this privilege they
could easily find the mortgages; that they wanted the power to take
advantage of the opportunities which they said existed. So I shouldd.oubt if the consideration you suggest would greatly affect the situa-tion.
I am asking these questions because I am so anxious to acquaint

the rest of the country, as far as I can, with the blessings of our mutual
savings bank system.
N ow, in the matter of the segregation of deposits, would there be

?nlYthing unfair, anything in the nature of hardship, if we should makeit a part of the national banking act that savings deposits everywhere
shall be segregated?
Mr. HOVEY. I should think not.
Mr. LUCE. Turning to another aspect of the savings bank question,

it has been brought to my notice recently that persons interested in the
Present movement toward bank consolidation are seeking to get con-
trol of certain Massachusetts mutual savings banks; is that correct?

•Mr. HOVEY. There have been attempts made to do that verything.
Mr. LUCE. I do not understand how it can be done under our laws.
Mr. HOVEY. Only under the guise, you might say, of liquidation of

the savings banks, but that is only possible with the approval of the
banking department or the commissioner, and I have withheld any
such approval.
Mr. LUCE. What advantage would the trustees of a savings bank

get out of liquidating? Is this thing done by offering some money
gain to them if they will liquidate? .
, Mr. HOVEY. Well, I do not know just what the consideration has
°een, but a great many of the savings banks have on their boards men
D,onnected with either trust companies or national banks, and it can
De readily seen, where only a two-thirds vote of the board of trustees is
required to liquidate a savings bank, that it would be easy to have that
Proportion predominate to the interest of a commercial bank.
Mr. LUCE. I would like to put it on the record, sir, that for one Istron-l-y approve your course. I think it would be a calamity if

,coMmercial interests were allowed to invade the mutual savings bank
ueld in that way.
Mr. HOVEY. There is a bill pending in the legislature—I think it is

Pirobably in its final stages of passage—that will make it much more
1'.1111cult for the savings banks to liquidate, and before they can
nquidate they will have to try to make arrangements with a neighbor-
ing mutual savings bank for consolidation.

l
, Mr. LUCE. I am glad to hear that, and I hope the bill may become

Mr. Hovey, to myself at least it seems that in the study we are
inalung here we are confronted by a condition rather than by a
theory. We see in every direction a tendency of consolidation
Inaking headway in the banking field. Some of the committee are
eluotant to approve or support that tendency,. but how are we going
to atop it? Assuming that it would be desirable to protect and
Preserve the unit bank, what can we do about it? There are very few,
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if any, witnesses who have told us how to stop it if we want to do
it. Have you any idea on that?
Mr. HOVEY. I have not any solution of that question.
Mr. LUCE. We seem to be in the dark as to what can be done

about it.
Mr. HOVEY. I may add that the only statutory regulation vi.e

have in Massachusetts is that two trust companies can not consoly
date without the approval of the commissioner, and I know of one
instance where such consolidation was contemplated and the approval
was denied.
Mr. LUCE. We have nothing to prevent John Jones from owning

the majority control of the stock in two trust companies?
MT. HOVEY. No.
Mr. LUCE. Has there been any suggestion in Massachusetts that

it ought to be prevented?
Mr. HOVEY. The only regulation regarding stock ownership is that,

a trust company may not own more than 10 per cent of the stock 01
another trust company. Of course, that does not prevent individuals
from holding the stock of another trust company for the benefit of
another bank.
Mr. LUCE. IS there any marked tendency in our State or in New

England, so far as you know, for national banks to turn to the State

banking system?
Mr. HOVEY. No. There has been no indication of that, lately at

least. I think in the past 10 years there were three trust companies that
converted into national banks at the time of consolidation, and three
that converted from national banks to trust companies, so that it has
been even as far as that is concerned. There were several that coo'
verted into national banks for the purpose of consolidation, however,
within the last five or six years.
Mr. LUCE. Mr. Fenn, do you desire to ask any questions?
Mr. FENN. I just wanted to ask a few questions, sir. I am veil

much interested in what you have said about the savings banks, for
that same system prevails in my State, Connecticut, as in Massachu'
setts.
Have you found that this privilege, if I may term it such, granted t°

your State banks or your trust companies to carry on savings depart'
ments, has diminished the interest in mutual savings banks? 11
other words, has it reduced the number of depositors in mutus'
savings banks? Has there been competition between the savings
departments of your trust companies and the purely mutual savings
banks?
Mr. HOVEY. All the competition that there has been has been beno'

ficial, I should say.
Mr. FENN. Been beneficial to the mutual savings banks?
Mr. HOVEY. It helped the mutual savings banks as well as the trust

companies.
Mr. FENN. In relation to these dividends or this interest mond,

which is paid to depositors in savings banks—and in Connectiou
the same rate is paid, practically, as in Massachusetts, 43 or 5 Per
cent—it occurs to me that this difference in interest rates betweell
that paid in Massachusetts and Connecticut and in other parts
the country is due in a measure to the long existence of those banV
and to the fact that during that time they have accumulated a surplus'
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and I do not know at the present time whether or no the investments
Prescribed for savings banks and trust funds are the same in Massa-
chusetts as they are in Connecticut. I take it they are very much the
same, but in Connecticut the savings banks are allowed to purchase
atoks in national banks, and investments have been made by mutual
Savings banks in Connecticut for a long term of years in those bank
atocks, some in New York and some in Massachusetts, as well as some
In Connecticut, and by reason of the increased value of those bank
Stocks which has come about because of the prosperity of the country,
the banks have built up a considerable surplus in addition to the
Surplus by actual accretion in the purely mutual savings banks, and
I want to ask you if that has not had a great deal to do, or considerable
to do, with this high rate of interest paid to our depositors, and I
Use the term "high rate of interest" in comparison with the interest
Paid in other sections of the country.
Mr. HOVEY. I agree that it has helped to build up a surplus.
,Mr. FENN. And that surplus has had its effect in the amount dis-

tributed to the depositors?
Mr. HOVEY. Yes.
Mr. FENN. In regard to the question raised by Mr. Luce of the differ-

ence in expense between a savings bank and a commercial bank, in
en ordinary commercial bank in a large city, that has a large capital,
Inirplus and undivided profits as well as a large amount of money,
there are several more executive officers, are there not, than in a savings
sank?
Mr. HOVEY. Yes.
Mr. FENN. Does not that add largely to the salary expense, if I

nleY term it such of the commercial bank?
Mr. HOVEY. I think there is no question about
Mr. FENN. I have in mind one of the largest savings banks in New

tugland where the affairs of that bank are administered practicallyY the treasurer, one executive officer, and while they have a large
number of employees, necessarily so in a bank of that size, with six or
se'ven millions of deposits, on the other hand a commercial bank with,
we will say, $20,000,000 in deposits, which would be a good sized
cnumiereial bank anywhere outside of these great aggregations of
capital in New York City, would reqire several more executive officers
for instance, there is the chairman of the board of directors, there

le the president of the bank, and there are several vice presidents,
ILII,en who on account of their knowledge of banking draw considera-
'to salaries in comparison with the salaries received by one or two
leen in a savings bank of the kind I am referring to.
Has that not been your experience, Mr. Luce?.

. Mr. LUCE. Yes. Mr. Fenn, I was trying to bring out, if I could, the
Ittet that the expense of handling the savings department of a national
!auk ought to be no larger than the expense of handling the same
401ount of money in a savings bank.
a A./Ir. FENN. I see. Of course, we are very .much interested in his
"nags matter, and our mutual savings banks in New England are a
natter of pride with us.
I inferred from what you said here that attempts had been made

"37 some commercial banks to take over mutual savings banks and
kake them a part of their banks?
. Mr. HOVEY. That is right.
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Mr. FENN. Under the Massachusetts law, that would entail a
supervision of the savings department, to see that the savings depart-
ment complied with the law in regard to investments?
Mr. HOVEY. In a trust company?
Mr. FENN. Yes. I am speaking purely of a trust company.
Mr. HOVEY. Yes.
Mr. FENN. Do you think it would be wise to allow the combina-

tion of the commercial department and the savings department under
the same roof and practically under the same management?
Mr. HOVEY. You mean, the investments mingled?
Mr. FENN. No; I do not mean mingled; I mean the carrying on

of the business. In other words, would a man who is thoroughly
versed in commercial banking be as competent to manage a savings
department as a man thoroughly versed in mutual savings banking?
Mr. HOVEY. Possibly I can illustrate that by our experience with

tvust companies that we closed in 1920 and 1921. They all had quite
sizable savings departments. In liquidating those 4 trust com-
panies, 3 of them paid 100 per cent to their savings depositors
and 1 paid 92.04 per cent. In the commercial department, the
most that was paid was 66 per cent, and one paid only 38.07 per cent.
Mr. FENN. In other words, the savings department was the most

profitable; that is, dollar for dollar?
Mr. HOVEY. To the depositor, yes.
Mr. FENN. Well, the bank must have had it or it could not have

given it to the depositors.
Mr. LUCE. I think it was due to the segregation of deposits in the

trust companies, to the fact that the savmgs deposits were invested
in accordance with the laws covering savings funds. They were
more safely invested. Am I right on that?
Mr. HOVEY. That is right, and the capital stock liability first goes

to help to make up any deficiency in the savings department.
Mr. FENN. Of course, those were well-managed banks?
Mr. HOVEY. No, they were not.
Mr. FENN. Why did they liquidate?
Mr. HOVEY. Because of their poor management and bad condition.
Mr. FENN. Despite that poor management, it did not particularly

affect the savings department? In other words, that savings depart-
ment was controlled absolutely by the law of Massachusetts?
Mr. HOVEY. The same law that controls our mutual savings banks.
Mr. FENN. As I asked before, have you found any ill effects froni

this competition of the savings departments of the commercial banks
with the mutual savings banks? In other words, has it been detri-
mental at all to the mutual savings banks?
Mr. HOVEY. That would be hard to prove.
Mr. FENN. Do not the people of Massachusetts turn to the to

mutual savings banks for the safeguarding of their savings?
Mr. HOVEY. I think they do.
Mr. FENN. It is more or less traditional and historic with them?
Mr. HOVEY. Yes.
Mr. FENN. And it is the same with us in Connecticut.
As Mr. Luce said, we scarcely know what to do in regard to this

question of branch, group, and chain banking; it is a very troublesome
problem. Has chain banking prevailed to any great extent in Mas-
sachusetts?
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MT. HOVEY. NO.
Mr. FENN. Is there not a large bank in Boston that has a group of

banks?
Mr. HOVEY. You are speaking of chain banking and group banking

as being the same?
Mr. I Eismr. I speak of them as practically the same. Branch

banking we would consider different.
Mr. HOVEY. We have one large group—probably not large com-

pared with some others, but I submitted a table which shows 21
banks in that group.
Mr. FENN. Are those banks trust companies or national banks?
Mr. HOVEY. Both.
Mr. FENN. I was very much interested in what you said in regard

to the supervision of an organization of that character, that the State
examiner could not supervise the national banks, and, contra, the
national bank examiner would have nothing to do with the State
banks. What solution could you give to rectify or cure that defect?
,Row can we get a national act that will provide for the supervision of
noth classes of banks, when they are combined in a group?
Mr. HOVEY. I do not know that legislation would be necessary.

Pull cooperation between the Comptroller's department and the
State banking departments would accomplish it.
Mr. FENN. Of course, the only thing I can see that could be done—

and I do not advocate it, because I have not studied it enough—
Would be for the Government to say that in an organization of that
kind State and national banks should not be mixed. We certainly
could pass an act of some sort to prevent consolidations of State banks
With national banks, or their control by holding companies. We
have already given that some thought, and will continue to do so.
Mr. HOVEY. That would be the only way.
Mr. FENN. I do not know that that should be done. While it may

be practicable, I doubt if it can be done, because, as you suggested,
of the two classes of supervision, of the State banks in a group by the
State examining authority and of the national banks in that same
group by the national authorities

' 
and it would be rather difficult to

determine the exact condition of that group. Of course, if they were
all national banks in the group, or all State banks, it would not be so
difficult.

think that is all.
Mr. LUCE. Mr. Seiberling, have you any questions?
Mr. SEIBERLING. Outside of real estate loans, what other securities

are vour mutual savings banks investing money in?
Mr. HOVEY. Government and municipal bonds, certain bonds of

gas and electric companies that meet the statutory requirements, and
railroad bonds.
Mr. SEIBERLING. Bank stocks?
Mr. HOVEY. Yes, bank stocks of national banks in New England,

or trust companies in Massachusetts.
Mr. SEIBERLING. But not outside? •
Mr. HOVEY. No; and then there are certain classes of personal loans

that they are allowed to make.
Mr. SEIBERLING. Have your mutual savings banks made a good

deal of money out of investments in bank stocks?

1657
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Mr. HOVEY. I should say yes.
Mr. SEIBERLING. And those stocks generally carry a double

liability?
Mr. HOVEY. Yes.
Mr. SEIBERLING. Then their profits may have come from other

sources beside that 1 per cent differential between the interest paid on
deposits and the interest received on real estate loans—is that true?
Mr. HOVEY. Some of that surplus is made up of profits made in the

sale of securities.
Mr. SEIBERLING. They are allowed to speculate to a certain de-

gree?
Mr. HOVEY. If you want to term it that. It is the purchase of

bonds.
Mr. SEIBERLING. This segregation of deposits has worked a hard-

ship on the commercial depositor, has it not?
Mr. HOVEY. I do not know what you have in mind.
Mr. SIEBERLING. In your trust companies and State banks, where

you segregate the savings deposits and conunercial deposits, it has
worked a hardship on your commercial deposits, has it not?
Mr. HOVEY. No; I would not say it has worked a hardship on them.
Mr. SEIBERLING. They did not get so much on their deposits as

the other people got.
Mr. HOVEY. That was because of the difference in the nature of

the assets of the savings department and the commercial department.
Mr. SEIBERLING. If they had all been together and the money

had all been mingled, and the loans and securities combined, they
would all have received the same percentage.
Mr. HOVEY. It would have worked a hardship against the savings

depositor.
Mr. SEIBERLING. But they got their money in full.
Mr. HOVEY. Yes; because the investment of their deposits is

regulated by law.
Mr. SEIBERLING. I understand, but I say that it has worked &

hardship on your commercial depositors, who did not get 100 cents
on the dollar.
Mr. HOVEY. That is right.
Mr. SEIBERLING. They had the security of double liability, too.
Mr. HoyEv. 'rhe capital stock liability first went to take care of the

savings depositor, who received the greatest pi otection.
Mr. SEIBERLING. Irrespective of what your law may be up there,

do you think that one depositor in a bank is entitled to any more
security than any other depositor?
Mr. HOVEY. We treat the savings depositor the same as a bene-

ficiary under a trust. Those are trust funds.
Mr. SEIBERLING. But I am asking you for your opinion about

that. Do you think that one depositor is entitled to more security
than any other depositor in a bank?
Mr. HOVEY. I think so, yes.
Mr. SEIBERLING. And your reason for that, I suppose, is because

he can not draw it out right away—is that the reason?
Mr. HOVEY. Not necessarily. The deposit is made under different

conditions. The savings deposit is something that may be a person's
entire investment; it often is the entire investment of a small wags

to

11*

17(
th
re(



le

is

5-

of

1-

re

a.

of
t.

51

is

a

e,
re

3.

It

;e

it

:0 •

BRANCH, CHAIN, AND GROUP BANKING 1659

earner or a man of small means, whereas in the commercial depart-
ment__
Mr. SEIBERLING. You put it entirely on a philanthropic basis?
Mr. HOVEY. Two different bases altogether.
Mr. SEIBERLING. That is all.
Mr. LUCE. It is a quarter of 12, and I presume that members of

th0. committee will want to be on the floor of the House. So we will
adjourn to 2.30 o'clock.
(Thereupon, at 11.45 o'clock a. m., a recess was taken until 2.30

o'clock p. m.)
AFTER RECESS

The hearing was resumed at 2.30 p. m., at the conclusion of the
recess.
Mr. LUCE. The committee will come to order.

STATEMENT OF ROY A. HOVEY—Resumed

Mr. LUCE. Mr. Wingo, do you desire to address some questions to
Mr. Hovey?
Mr. WINGO. Unfortunately I had to be at another meeting this

Morning and I did not hear his original statement; so I am hardly in
a position to question him.
Mr. LUCE. Judge Brand.
Mr. BRAND. In answer to one of Mr. Luce's questions, and in dis-

cussing group bank systems
' 

you stated that you had not seen any
deleterious effect and had not had discord or any trouble up to date
due to existing group banking system, but it did afford means to
affect the standing of depositors and borrowers in the banks; that it
blight become injurious to depositors and borrowers in one of your
savings banks, referring to State banks.
Now, did you mean to exclude stockholders or was your failure to

do so due to inadvertence. As I understood Your statement, it is your
°Pinion that this group banking system might arrive at a point
Where it would interfere with the banking system of Massachusetts—.
flight injure depositors and borrowers, but you did not include
stockholders.
Mr. HOVEY. Well, if it was the result of poor management which

resulted in loss, of course it would affect the stockholders. It might
become necessary to levy an assessment to make good any losses that
ttlight be incurred.
Mr. BRAND. The stockholders would be affected first, it would seem

to me. What is the liability in the banks in your State?
Mr. HOVEY. One hundred per cent.
Mr. BRAND. Now, in another part of that statement, Mr. Witness,
OU stated that the time might come when the group system would

have a bad effect on banks generally up there. That is the part that
I had marked in your statement and which I wanted to read to you.
You used the woid " trouble " or it would be productive of trouble to
the other banks now doing business successfully in your State. Do you
recall that part of your statement?
Mr. HOVEY. I do not recall just what you have reference to.
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Mr. BRAND. I refer to page 7 of your statement and this portion
thereof:
I have no quarrel with the system in theory and would not object to it if, proper

operation could be guaranteed, but, granting that there are advantages in actual
practice it can too easily be subjected to improper use and when a company of
banks operated under more than one code of laws and more than one superseding
authority the opportunity for misuse is enlarged.

Mr. HOVEY. It might bring trouble.
Mr. BRAND. Well, now, amplify that statement. In what way

would it bring trouble to the other banks? You have in mind what I
am trying to call your attention to?
Mr. HOVEY. Well, I do not know as I could answer that in just

the way you are looking for. Other than that portion of my State
quoted by you.
Mr. BRAND. Will the time ever arrive if this group system of bank-

ing gets a foothold in your State and continues to take over banks
and go into other States where other unit banks are established,
would it be injurious to the banks now in existence?
Mr. HOVEY. That would reflect back on the character of the man-

agement of the group. Some groups might be managed very ably
which would be beneficial for the smaller bank and also the reverse
might be true if the character of the management was not looking
toward the proper conduct of its various group members, but rather
to its own profits.
Mr. BRAND. If it is bad management on the part of the grouP

bank, how would the other banks be hurt?
Mr. HOVEY. The management of the individual bank as well as

of the parent bank 
Mr. LUCE. I think the judge has in mind not the bank in the grouP

but an independent unit bank in the same community.
Mr. HOVEY. You mean a competitor?
Mr. BRAND. Yes. It is not material to my inquiry whether grouP

banks are successfully managed or not. I am more interested at
the present in the competitors of the group systems, the independent
unit banks. • The chairman has the right idea about it. What
effect would bad or good management or group banking have on
competitors?
Mr. HOVEY. A group bank, in a large group of banks, might

furnish more facilities than a smaller bank could alone which might
draw business away from the other banks.
Mr. BRAND. Would it not have that effect?
Mr. HOVEY. It is quite apt to—that is, a properly nianaged group

bank would.
Mr. BRAND. Ultimately, is it not possible that it could drive out B

competitor?
Mr. HOVEY. I have in mind also another effect. A group bank

might offer a higher rate of interest than it could afford to pay to
get business from the other banks and thus Jeopard its own depositors.
Mr. BRAND. And would it not also hurt the competitors?
Mr. flovEl. It would hurt both.
Mr. BRAND. I am not now interested in the group bank. I anl

making my inquiry relative to the independent unit bank.
Mr. HOVEY. Undoubtedly it would feel the effect.
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Mr. BRAND. Would it not have the effect of taking depositors away
from the competing bank?
Mr. HOVEY. I think so.
Mr. BRAND. Suppose, for instance, this .branch of a group system

offers to pay 5% per cent to savings depositors, the other banks not
Paying over 4 per cent: Would not that hurt?
Mr. HOVEY. Yes.
Mr. BRAND. Suppose the old independent unit bank is lending

looney at 8 per cent, and the branch of a group bank comes in and
4Y5, "We will lend money at 6 per cent:" Will not that hurt them?
Mr. HOVEY. Yes, sir.
Mr. BRAND. Is not there a possibility of a number of group banks

or of branch banks setting up this institution in a county where
Llioliv only unit banks exist of breaking down the unit and independent
'Jenks.
Mr. HOVEY. Quite possible.
M. BRAND. Would you say that there would be a probability that

8tich would be the effect?
Mr. HOVEY. I do not know that I would want to go as strong as

that. The chances are it would.
Mr. BRAND. These group banks would not hesitate to do that if

they wanted to?
Mr. HOVEY. They might go to any length to get business.
Mr. LucE. Is that ail?
Mrs. PRATT. I have looked through your. statement very briefly

but I judge it is largely based upon condition in Massachusetts.
I think you stated that almost any village of any size is within 15
titles of a bank?
Mr. HOVEY, Almost any; yes.

. Mrs. PRATT. I know Massachusetts very well. That means there
Is not a rural, or very little rural, .community in Massachusetts.
Almost all of those little towns flow one into the other. Of course the
P.roblem before us is not applicable to an old grown-up State like
Massachusetts where I judge you are opposed to anything but the
unit bank; that is, you feel that the unit bank 
Mr. HOVEY. It is favored in our State.
Mrs. PRATT. It is favored in your State?
Mr. HOVEY. Yes.
Mrs. PRATT. How would you meet the situation where you have

'eat expanses of country and very scattered communities at long
%stances from central banks? You could not have, perhaps, a
;but bank; it could not exist, and yet those people are entitled to
anking facilities and that is the situation I think we will have to meet.
assume from your statement that possibly it will have to be done

°Y each State.
Mr. HovEr. That is what I mean when I said while we are opposed

to a State-wide policy, we realized conditions in other states might
Warrant its adoption.
Mrs. PRATT. You think it should .be confined to state branch

banking and not national branch banking?
Mr. HOVEY. That is the way I feel.
Mrs. PRATT. You would be opposed to the suggestion brought

100136-30—voL 2 rr 12-7
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forward here of trade areas or areas coterminous with Federal reserve
districts? You think that is too wide?
Mr. HOVEY. I think for the present such changes as come should

come gradually. That may eventually be a desirable plan, but I do
not think any wide extension should be granted all at once.
Mrs. PRATT. Along the line that Judge Brand has been speaking,

about the possibility of a branch bank or a bank belonging to a group
coming into a locality where there was a unit bank: After all, the
banking business is not altruistic any more than any other business.
Do not banks have to meet competition as much as any business?
Have you not a perfect right to go in and establish—
Mr. HOVEY. Yes, to some extent, but in Massachusetts we would

not approve the establishment of a branch in a community that was
already served, unless we thought there was a field there for another
successful bank.
Mrs. PRATT. Even though it offered the possibility of giving the

people better service and higher rates of interest?
Mr. HOVEY. We would not allow the establishment of a bank

just for competitive purposes.
Mrs. PRATT. Do you believe that is perfectly fair to a community?
Mr. HOVEY. If they are receiving ample facilities already, yes;

because if you overbank a community you will probably have weak
banks instead of strong banks. The trouble is, in many places, there
are too many banks.
Mrs. PRATT. I think it has been brought out in the hearings, especi-

ally in the Western States, that the various agencies set up during the
war, together with the banks already in existence, provided too manY
banking facilities. You would not be in sympathy at all with the idea
of branch banking?
Mr. HOVEY. In my statement I said I would favor branch banking

over group banking, but I was not ready to see it become too wide'
spread—that is, the privilege become too liberal.
Mrs. PRATT. You are opposed to such mergers as have taken place

in New York? You call those mergers group banking, such as the
Bank of Manhattan and the Chase National? That is what you call
group banking, is it not?
Mr. HOVEY. When I had reference to group banks, I had reference W

a number of banks under the same control; not where they have been
consolidated into one bank.
Mrs. PRATT. You are not opposed to these consolidations or mergers

but only to group banks or branch banks?
Mr. HOVEY. I have not taken any definite stand.
MTS. PRATT. You do not wish to?
Mr. HOVEY. No.
Mr. LUCE. Mr. Wingo, has anything else occurred to you?
Mr. WING°. Nothing else, thank you.
Mr. LUCE. There is one other matter I should like to inquire about

for the purposes of the record, and that is in the matter of trust cony
panies that failed, of which you spoke this morning. Am I correct in
my impression that the underlying cause for these failures was the
advancing of money for promoting?
Mr. HOVEY. I do not know just which ones you refer to.
Mr. LUCE. The Tremont and others?
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Mr. HovEriThere was quite a little evidence of that, but I think
the real cause was poor management and poor judgment in making
their loans.
Mr. LUCE. Was it in any considerable measure due to making loans

on real estate?
Mr. HOVEY. No; I do not think it could be laid to that. Possibly

the report of the commissioner in 1922 will give the reason a little
Clearer. I quote from that report:
A small group of Boston trust companies, controlled by men who lacked the

ability, the training, and, in some cases, the moral character requisite to the
Proper administration of a bank, were so glaringly mismanaged and in such an
Unsound condition that the most drastic of actions became necessary in order to
cillickly avert a situation which was inviting a financial crisis in the city of Boston.

Mr. LUCE. We have had some reference in the hearings to what
seems a change in the character of banking which has marked the last
10 or 20 years—the. lessening of discount of commercial paper and
the increase in the investment in securities and the financing of
corporate enterprises. Another phase of this question arose when
the McFadden bill was under consideration, the testimony at that time
showing a marked desire, on the part particularly of the western banks,
to have larger opportunities to place their funds upon mortgages.
Do you look without any apprehension on the increasing part that

the banks are playing in the matter of securities?
Mr. HOVEY. I do not know as I have given any particular attention

to that phase of it. Some of our trust companies have organized
,corporations for that purpose which have been controlled by banks.
l'he prime purpose was for the purpose of buying and selling of
securities, which previously had been carried on by the banks them-
selves; that is, they separated the two businesses.
Mr. LUCE. The allegation is made that this development of which

You are speaking, has tempted some financial institutions to unload on
trUst funds the less safe securities which the bank may undertake to
handle in an allotment for placing securities throughout the country,
tad that affiliated investing institution finds it almost impossible
to exercise independent judgment as to the value of the security when
the possibility of a profit on the part of the bank is a factor in the
situation. Have we been troubled with that in Massachusetts?
Mr. HovEy. No. I think I can say quite definitely that the trust

companies have been very careful in the investment of trust funds in
their keeping and they have not taken advantage of any issues in
Which they may have been interested in selling. Some of them have
e'ven gone so far in their trust department as not to purchase any
8ceurities from their investment corporation.
Mr. LUCE. Would it be desirable to enforce that rightesous prin-

ciPle by law or can it be safely left to the consciences of the banks of
the country?
Mr. HOVEY. Speaking for Massachusetts only, from our experience
think it can be left to our own banks. As you know, we have no

statutes that regulate the investment of trust funds. I think the
record has been exceptionally clear in that matter and the losses have
been very rare.
Mr. LUCE. I think, sir, that concludes our inquiry unless you think

of something else you would like to volunteer.
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Mr. HOVEY. I do not think of anything just now, but I shall be
glad 
Mr. LUCE. If any further suggestions occur to you or anything

you wish to cover, I am sure that Chairman McFadden will be vex/
glad to insert them following your statement in the record, for all the
information and advice you can give will be very much desired.
Mr. BRAND. I have one more question I would like to ask.
Mr. LUCE. Very well.
Mr. BRAND. Do your banks belong to the Federal reserve system?
Mr. HOVEY. Twenty-five out of one hundred and one trust cool'

panies are members of the Federal reserve system.
Mr. BRAND. Of the regular commercial banks?
Mr. HOVEY. Yes, sir; but none of the mutual savings banks are

members. Twenty-five of the trust companies are members.
Mr. BRAND. What percentage of all banks in the State belong tO

the Federal reserve system—approximately?
Mr. HOVEY. When you say 'all of the banks," do you want te

include the savings banks or trust companies?
Mr. BRAND. No, just the commercial banks, including, if the wordo

include trust companies, in your State. What percentage?
Mr. HOVEY. Twenty-five per cent, approximately.
Mr. BRAND. I am very much obliged to you, Mr. Witness.
Mr. LUCE. The committee will stand adjourned until to-morro*

morning at 10.30.
(Whereupon, at 3 o'clock p. m., the committee adjourned to mee

t

at 10.30 o'clock a. m., Friday, May 16, 1930.)
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WEDNESDAY, MAY 21, 1930

HOUSE OF REPRESENTATIVES,
COMMITTEEE ON BANKING AND CURRENCY,

Washington, D. C.
The committee met in the committee room, Capitol, at 11 o'clock

4' rfl., Hon. Robert Luce presiding.
Mr. LUCE. The committee will come to order.

e Mr. Nahm, we are sitting for the purpose of getting such informa-
4ou and judgment as we can in the matter of branch, chain, and
group banking, and we shall be grateful to hear your views in the
teatter.

STATEMENT OF MAX B. NAHM, VICE PRESIDENT, CITIZENS
NATIONAL BANK AND BOWLING GREEN TRUST CO., BOWLING
GREEN, KY.

Mr. NAHM. Banking is a business, the people's business. It has
eouunon law rights. It deals in credits which grow out of commerce
ftbd agriculture, in the production and exchange of the needs of
°Annan life.
In a nation where over 90 per cent of the business transactions are

aettled by check, where the humblest worker carries a bank account,
t*here the bank and its facilities are indispensable instruments to sus-

modern life and enterprise, any profound structural change
'oould arrest attention and invite study.
The individual in the banking business is the genius of the Amen-

?au. people in financial action. The history and development of the
,4dividual began only with our Declaration of Independence, that all
8Tell are born free and equal. All history before that time was the
borY of the overlord.

• Right into the beginning of banking went the evolution of the
dividual, the unit banker. His history has run parallel with our

1,Qa.nging fortunes: Under his financial administrations this country
‘a! grown great and rich.
„ in the last decade business in general has tended toward larger
',Aerating units with huge capital funds, more efficient and trained
anagement, grinding out mass production. Banking is following

't the heels of this movement.
t The depositing public must be protected but there should be nooxperimenting about it. Theories should be well considered, but
41113" slowly adopted. Changes are needed to adjust the banking
n!lsiness to new conditions but only such. changes as will accomplish
4utt, and no more.
It is too early to arrive at definite conclusions or to make positive

getermination upon the various systems of banking that are now
1665
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being put into operation. However, there seems ;to be a feeling' n A
some minds that the unit system has broken down. To this I deSire ',(%
to address myself. I.

1 fThe total number of all banks in the United States at the end O IN
1929 was 24,645 head offices; adding branches numbering 3, 7 0
gives a complete total of 28,192. Kt tf
Of these, 21,839 were unit banks; that is, banks having oe 01

branches and belonging to no group or chain, or about 70 per ( tit
of all.
The loans and investments of all banks were $58,461,000,000;

unit banks $28,445,000,000, about 48 per cent.
This large proportion of banks with a business so great is too vast fa

to rest under the imputation of failure. Is it not incumbent upon bE
us, while we are studying branch, chain, and group banking, to analY,se to

all statistics concerning unit banks and attempt to arrive at definite to

means to protect them by laws and by well thought-out conele- ch
sions? If the unit banks need adjustment to the changing conditian- Yv(
of to-day, and no doubt they do, is not this our first duty before 0 inl
convert ourselves to some new theory of banking, perhaps not germ": te hk,
to our theory of life? ec(

Fortunately, the recent hearings before the House Committee
Banking and Currency furnish us with ample statistics for complete in
analysis as to bank failures. loc
Let us separate banks according to capital into three groups, ban an

of $1,000,000 and over, banks of $100,000 and over, and banks °f of
less than $100,000. 

.

In the last 10 years, no banks with $2,000,000 capital and OVer ha)
failed, and only four banks, one national and three State, failed virith ilot
capital of $1,000,000 and over. So this first class is practicalli Cr
eliminated. ktpr

In the 8-year period ending in 1927, out of a total of 4,513 bael the
failures, only 12 per cent had a capital of $100,000 and over. alio'

Eighty-eight per cent of failed banks fell in the third group, under the
$100,000 capital. I
Now in the 9-year period, 1921-1929, 4,985 banks failed, 91.6 Per RDA

cent in towns of 10,000 inhabitants or less. !roz
Therefore, the great middle class of banks, the typical Americen lOdi

unit banks, in towns of over 10,000 inhabitants, were responsible fer ?ed
only 8.4 per cent of the failures, and the banks of $100,000 caPitnif isle
and over up to $1,000,000 capital were responsible for only 12 Pe' °an]
cent of the failures. These banks which we may class closely together h'—at
have a fair record, and may well demand study with a view to the !luet
protection of the law and betterment of their fairly good condition la a
They are not great sinners ,in the failed class, and need only to b° 01
adjusted to the changing conditions of our generation. They sre tiom
surprisingly clear of trouble. 

the 
A an

Then let us consider the third class of banks where really all ?Ind
trouble lies. The banks in towns of less than 10,000 inhabitants ere Ill a
responsible for 91.6 per cent of bank failures, and the banks of lee5 OPP°
than $100,000 capital for 88 per cent of the failures.
The last last decade that we have selected for study has been subjected Itillni

to the severest of all tests, inflation and deflation following a great 01:4. •To

agricultural SWtaetefis on of o*if tphiI got this from Mr. Busby—that four a r
The agricultural States have borne the brunt of this.

ofof CE
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Atlantic coast, North and South Carolina, Georgia, and Florida,
with a population in 1920 of 7% per cent of the population of the
United States, had 729 or 15% per cent of the bank failures. In the
Northwest, nine agricultural States, Minnesota, Iowa, Missouri,
Oklahoma, North and South Dakota, Nebraska, Kansas, and Mon-
tana, with 14% per cent of the population, had 2,768 or 56% per cent
of the bank failures.
So these 13 States with 22 per cent of the population had 71.6 per

cent of the bank failures, while the remaining 35 States with 78 per
eent of the population had only 28.4 per cent of the bank failures.
.This outline does not complete the picture. Not all of these banks

failed. The communities failed. There was a pioneer need for
°auks at crossroads and in villages. . Many were speculations started
to sell safes, fixtures and jobs. Their service and clientele passed on
to the larger cities when hard sense operating on hard roads with
Cheap automobiles and trucks came. With these disappearing banks
pent the country store, the country doctor, the preacher, and the
inhabitants. They all went together. These banks would have
Closed their doors, had they been branch, chain or group. This is an
economic, not an eleemosynary development, and do not imagine
_that remote city branches would remain open under such pressure.
,Elus is a fundamental change. To stay on the map a town must
locate factories or colleges, or become a center of a network of roads
sad draw from other towns. Sixty per cent of failures were in towns
of 1,000 or less; 63 per cent had $25,000 capital or less.
, This analysis reveals the strength and also the weakness of unit
banks. This weakness in some small banks in some small towns can
tiot be entirely eradicated. It does not require branch banking to
eliminate this trouble, for it is self eliminating by the eventual dis-
,Pearance of these banks. Were they branches, or groups, or chains,
they would disappear in the long run for the business on which they
should subsist is passing away. Parent banks might be able to stand
tile loss, but in the long run common sense would close such branches.
It can not be the purpose of government to create size to satisfy the

,fonbitions of bankers, but to protect the depositing public. Even the
Irozen real estate loans that have closed many small banks are not
dicate of small bank frozen brains, for the large institutions, the

.'eder al farm loan banks and the great insurance companies have
!offered severely from the same cause, and some joint stock farm loan
°finks have fallen into receivership from the same cause. This is a
Illatter of judgment, not size. This landslide .to bigness, mass pro-
Oliction, creation of enormous units, and ambition for great profits
le a natural development, but it does not reach our problem.
Our free and independent unit banks standing on their own founda-

t,ions have the resources within themselves to meet these emergencies.
Small unit bank in a growing community can be properly conducted,

!toil can make good loans intelligently. Local credit can thrive best
41 a unit bank, and local capital there has its widest scope and
ePportunity. The president and board of directors are residents and
Prominent in all local affairs. Its business is germane to that coin-
konity alone.
.To have our problem well before us we must recognize the fact that
Within the last 20 years small banks have experienced losses of sources
°f profit peculiar to themselves. Wisely or unwisely, they lost their

AIL 
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exchange on checks, charges on growing float, loans to and deposits of
small merchants driven out by chain stores, and these chain stores Ci
seldom carry worth-while deposits and never borrow from smail b,
banks. Taxes, insurance, rents, salaries, and incidental charges have U.
grown out of proportion to increased business. SC

What are the remedies? .

Broadly, better banking, where there is a filed for a bank to thrive at
in, and there must be a scientific revision of banking laws and banking ti
practices in unit banks.
The generic difficulty with small banks is that they have no proper at

diversification of business or assets. The trust business is more perm pl
anent than the banking business, and in the long run more profitable co
The investment business is growing and calls for a securities 

depart. 
Al

ment. To include these departments means consolidations and 
mergers of banks of which there are far too many, 20,000 in towns
of 10,000 inhabitants or less. This is only possible in fair-sized of
communities.

Diversified assets mean a proper secondary reserve and balanced Ivi.

investments that all banks should have to render •them immune of
from crop failures or neighborhood collapses. Such a reserve consists tic

a 8of good bonds and marketable commercial paper.
B lranches and groups do shift funds to locations where they are oe

needed, but so does membership in the Federal reserve systeiti ]
The small unit bank in any community can maintain its independence b 

f
u,

in competition with any multiple system of banking by becoming a
member of this system. It can hold its traditional relation with its left
city correspondent and besides secure a guaranty against tight con. not
ditions by the protection which the Federal reserve system has 9
afforded for 16 years. With this anchor to windward, it can serve rul4
its patrons in comfort under any conditions that may arise in good try
banking. It is the one guarantee that the unit bank can continue , )
to exist. pac
May we suggest a few preventive laws to afford protection to 1cal

depositors? bou
No new bank should be chartered with less than $50,000 capital 'I

Seventy-one per cent of all such banks have failed in the last 10 years 0I
Mr. DUNBAR. Seventy-one per cent of all banks with less that' Yldi

i$50,000 capital have failed in the last 10 years? dea

Mr. NAHM. Yes; 71 per cent of all banks chartered with less thou T
$50,000 capital have failed in the last 10 years. tnat
Now, continuing: tale.

No bank should be chartered where the banking needs are supplied the
and the field is properly served. Des

No bank should be chartered unless its personnel includes Merl bra
trained in banking. '5f ol
No fees collected from banks by States should be used for anY 8(

as other purpose than to secure highly trained examiners.
Then banks should charge for unprofitable services and recoup thei 

a
r 8rnal

lost profits by proper service charges on unprofitable accounts, charges 'eve
upon float that is paid by them, charges for expense incurred by issue 4

bof bad checks. This requires some backbone in a country banker' ant

but no other business man suffers so greatly for unpaid services. Le
The human element enters largely into our problems. The Psr deve

chology of the human being must be considered.
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It takes time to train men to operate the huge aggregations of
caplttal now gathering into the banking business. It requires health,
brams, and experience. Many men in these great financial mills are
breaking under the strain. They frankly declare that they can not
see through it all, that it is too big.
Most country banks are 1-man banks, men who, from a banking

standpoint, though perhaps not in organizing ability, are abler men
than the men developing the multiple metropolitan banks.
Reduce this man to a managing clerk, take away from him his full

authority and autonomy, give him his daily instructions and a com-
Plex set of rules to abide by and you will in time make of him a mere
Cog in a great machine, instead of an individualistic, resourceful
American.
It is a melancholy experience to be thrown with men whose orig-

inality and initiative have been crushed out of them by the weight
of authority. That is paternalism in its deadliest form.
.The young man will not seek the branch-banking business, nor

will those who are employed be tempted to remain memorizing a set
Of rules, with little opportunity to develop initiative, with no ambi-
tion left to become the president of a bank, but only a manager at
,ft smaller salary. The honor and the stability of the job is gone, and
local understudies will not be found.

Multiple banks naturally seek the best banks in the towns, and
tully and control them. If they retrograde, the one man gone, and
fan to pay, as many will, the bank will be closed. What then is
left? Those banks not so good are left, and the result may be, if
not disastrous, worse than it was before.
The country banker knows men and localities. The manager knows

rules and collaterals. Within his special sphere of activity, the coun-
try man is just as keen as his city brother.
, At best, the local manager can be only advisory and must referpack to the head office all great problems. Men of high type will
leave this nature of employment and the substitute may be a robot,
bound by rigid instruction, enforced in a mechanical way.
The enterprises of a town will interest a unit banker, and not appeal

to a branch of a distant city. The one man has knowledge of the
Plclividuals, their character and ambitions, and sympathizes with their
ideas of developing the city.
The other, being under foreign sway, can not enter into that inti-

leate relatino and would refuse such loans. It takes a high order of
talent to estimate and make such a loan correctly, but on such decisions
the growth of the country commercially has .largely been predicated.

1)estroy the power and disposition to foster this growth and you haveroken the main-spring of American resource. The history of many
of our greatest enterprises began in such loans.
So, if we find that the unit system of banking has not broken down

as a whole, but only in part, and only in definite sections, in only some
spiall banks, in some small towns, is it not then worth while to protect,
develop and foster the remaining unit banks?
Let us realize that unit banking is a profession, and that multiple

panking is a large-sized business.
, Let us adhere to unit banking and depart from it only so far as
uevelopments make it necessary to do so. Let us abandon it only
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to the extentTthat we must to eliminate its defects, and restore it
to its former efficiency.
Mr. LUCE. Mr. Nahm, you have just suggested some laws that

would afford protection to depositors. Is it not a fact that a con-
siderable number of these banks that have failed were chartered 11
the States?
Mr. NAHM. Yes, sir; more of them, sir, than national banks.
Mr. LUCE. Then your remedy would not be sufficient unless the

States cooperated?
Mr. NAHM. No, sir; these would mainly be in the States.
Mr. LUCE. Would you think it advisable to try to find any way

which we could coerce the States or control the States in that regard?,
I might say that for a long time I have been of the opinion that one el
the fundamental factors in this situation is the maintenance in this
country of two different systems of banks, one national and the other
State, and I have feared that sometime it would lead to much more
important trouble than now exists. Your suggestion here, however,
brings it right to the surface. How can we do anything in the direc-
tion of controlling or coercing States in this regard?
Mr. NAHM. Well, sir, in the first place, with reference to these

suggestions I think the national bank law allows banks of $25,000 in
small towns, of 3,000, I think, or less. I would suggest, if I may, thet
that should be increased at least to $50,000, if not to $100,000,
provided that the States themselves would also go to $50,000 or
$100,000. Even if the States did not, I might suggest that it should
go at least to $50,000.
Mr. SEIBERLING. May I interrupt for just a minute?
Mr. LUCE. Yes.
Mr. SEIBERLING. In connection with that 71 per cent of failures,

did you give us the percentage of national bank failures and State
bank failures? You did not give us that, did you?
Mr. NAHM. No, sir, I did not, but I think I have it here.
Mr. SEIBERLING. It would be interesting to know that.
Mr. NAHM. In nine years, the failures of national banks numbered

763; of State banks
' 
4877.

Mr. SEIBERLING. What would that percentage be?
Mr. NAHM. If you want the failures in small towns, I think that I

have that also.
Mr. SEIBERLING. Can you give us those percentages with respect

to the banks having less than $50,000 capital?
Mr. NAHM. As to those that failed and that had less than $50,000

capital?
Mr. SEIBERLING. Yes.
Mr. NAHM. Those that have failed with a capital of below $25,000

are 63 per cent.
Mr. SEIBERLING. What perentage of those were national banks sod

what percentage State banks?
Mr. NAHM. I can not tell you that, but I will go into that in 80'

other way in a minute.
Those that have failed with a capital below $50,000 constitute 7,1

per cent, and that comes from Mr. Pole's testimony, in book 1, page
Mr. SEIBERLING. What I am after is what percentage of those

constituted national banks and what percentage State banks?
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Mr. NAHM. Well, the failures have been for the most part in the
telation of 6 or 7 State banks to one national bank.

it Mr. SEIBERLING. How is that?
„ Mr. NAHM. The percentage of banks that have failed has been in
wke relation, acutal numerical relation, of 6 or 7 State banks to oneIlation.al bank; but, counting the number of State and national banks,
the relation has been about 3 to 1.

Le MT. SEIBERLING. That is all.
. Mr. LUCE. If it should prove impracticable to coerce these States
!'ite adopting a wiser banking system, would we not then be justified111 attempting to meet the situation in the way Mr. Pole suggests?1? Mr. NAHM. Yes, sir.
Mr. LUCE. What is your judgment of Mr. Pole's attitude in thisis katter?
Mr. NAHM. I would be in favor of Mr. Pole's proposition of having

13 "tenches in limited trade areas under the following restructions:r, . First, that these branches be extended only to cities of 10,000 or lessc,- !!lhabitants, because that is where, as I attempted to show, the troubleqes;
Second, that banks acquiring such branches must be of a high type,in *ell officered and well conducted, with a successful business of itsit %I, and to be under the control of the Comptroller of the Currency;0, Third, that the territory invaded be one not already completelyDr rved by existing banks, this to be left to the judgment of the Comp-Id woller of the Currency;
Fourth, that no branch be placed in a territory where there is no

ueed for a bank, and where the population and business have passed
ttt a larger city, such matters to be determined by the Comptroller of
e Currency.

t0 With restrictions of this nature, Mr. Pole's proposition would
kobably be one of the solutions of the banking troubles of small towns
ind small banks.
b.Mr. LUCE. We observe that wherever there is an attempt, either
ational or State, to interfere with the tendency toward consolida-
r. ns, apparently we simply drive the men who see profit in consolida-
rn to other recourse. For example, within the last two or three
r3r8 the newspapers have carried the announcement that 50 banks in
V111111sylvania are in process of being amalgamated in a group system.
i'o it would seem that if there is to be Federal legislation, we shall"e to anticipate, if we can, the effect of restrictions that do not go
'I further than what you suggest.

at are we going to do about a situation like that in Pennsylvania,rt should we do anything?10 M. NAHm. Mr. Luce, I would say that any system of banking
,th an ideal set-up of capital and surplus and secondary reserve,
IZ.th diversified investments in a territory where such a group can
efitably operate, is all right; but the trouble will come, if it comes,

the men and the conditions are not so ideal.
Now, what I fear and what I tried to bring out in my statement is
condition when it arises of having set-ups and men to run them not'9 ideal.

te_No
i 
w, as to what to do, as far as I have been able to observe from

4clng all the testimony and thinking over the matter, Mr. Pole's
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proposition, with the restrictions that I have tried to bring out, ,
would be, I believe a very valuable set-up. .

ea]Mr. LUCE. Mr. 
believe,

 have you any questions? 1
Mr. HOOPER. I came in after Mr. Nalun had started his state- /ment, and so I have not any questions to ask, but I do want to sal stn

that from what I have heard of his statement I think it is one of the Imost valuable and most instructive that we have had in this series of 3hearings. lief
Mr. BRAND. Mr. Witness, I did not get your last answer to the 3chairman's question. What was it you said about Mr. Pole's propoi ir coiltion? ace
Mr. NAHM. I believe that, with the restrictions that I have stated' Ndid _you hear those restrictions? t6
Mr. BRAND. Yes. NMr. NAHM. I think it would be as valuable a means of reaching the Nproposition as any I know of. NMr. BRAND. I am much obliged. I did not hear your answer. N
Mr. LUCE. Mr. Seiberling, you are next.
Mr. SEIBERLING. I take it from hearing your statement that you 

Pak

think the unit banker would be more interested in a new enterprise , N.
in a small city than the branch manager, beet
Mr. NAHM. Yes, sir. NdMr. SEIBERLING. And the small enterprises grow into large enter f.urn

prises in a community? , MMr. NAHM. Yes, sir. Poch
Mr. SEIBERLING. And the banker not only has to loan this soil'

enterprise money and nurse it along, but he has to give a lot of his 
la Q

personal time and attention to it? M
Mr. NAHM. Yes, sir. Ithei
Mr. SEIBERLING. He has to do that for nothing, does he not? iti th
Mr. NAHM. Yes, Sir. 40t 1
Mr. SEIBERLING. And it is that personal interest and busineSs Iiioni

judgment that the unit banker gives to the small enterprise that Yoll , M
think would 134 lost in branch banking? if he
Mr. NAHM. Yes, sir. a 'et _gilMr. SEIBERLING. You say you do not believe that a bank shoul MI

do anything that is not profitable? bot?
Mr. NAHM. Yes, sir; that is what I said. i 

• Mr. SEIBERLING. But you i do think that it is justified in giving t Ali
time and loaning its money, and maybe permitting over drafts 40? v
times to a new industry, to help build it up? -Ntr
Mr. NAHM. What I tried to bring out  Nir
Mr. SEIBERLING. I know, but if you will just get that questiol ' 04e w

I think you can answer it. Yoil s
Mr. NAHM. What was the question? Mr
(Question repeated by the reporter as above recorded.) Mr
Mr. NAHM. Yes, sir. kr0 ,Mr. SEIBERLING. NOW, you are familiar, I suppose, with the 

cusfn }11—fo 41,n
of charging $1 a month to individuals where they do not have 4)-ftil's
balance of so much in their accounts? Ithieh
Mr. NAHM. Yes, sir. Ilfttte
Mr. SEIBERLING. DO you do that in your bank?
Mr. NAHM. No, sir. We are just beginning now to put in tho: IIM-t°1,P.

service charge of 50 cents a month, where an account does not averse that a
as much as $50 during the month.
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Mr. SEIBERLING. You do that on the theory that you should not
on account at a loss? 
NAHM. Yes, sir. 

Mr. SEIBERLING. You do not think the principle that applies to a
tonal' industry in your town should apply to the individual, then?
Mr. NAHM. I can not say that I do.
Mr. SEIBERLING. Is not the individual likely to become a big

•uepositor also?
Mr. NAHM. Yes, sir. The purpose of the service charge is not to

collect, but to bring the individual to have a worth-while bank
account, for his own good as well as for the good of the bank.

SEIBERLING. By the way, who invented the idea of making
mulls charge? It is rather a new thing, just a few years old.
Mr. NAHM. I do not know, sir.
Mr. SEIBERLING. Who is putting it in your bank?
Mr. NAHM. We are, ourselves.
Mr. SEIBERLING. Who is furnishing the scheme, and what are you

Paying for it?
Mr. NAHM. Nothing.

, Mr. SEIBERLING. There is some institution in this country that has
'eon doing that and charging the banks for it.
, Mr. NAHM. [think so, but the American Bankers Association will
tornish all the information you want without charge.
Mr. SEIBERLING. But, in the beginning, it was simply some-

?ody's scheme to make money for himself, to get the banks to put this
pperation.
Mr. NAHM. I do not know, sir.
Mr. SEIBERLING. How do you think a young married man feels

then he is telling his wife that he has been unable to carry a balance
41 the bank of $100 and the bank has closed his account, and he can
ts-4 any longer write checks on the bank, but they must carry their
-tocy around in their stockings and pay their bills in cash?
11Mr. NAHM. Well, sir, I do not think the banks close his account.
' he does not carry $100 in the bank, they charge him 50 cents in our
neighborhood.
Mr. SEIBERLING. They charge him a dollar in many banks, do they

40t?
Mr. NAHM. Yes, sir.

SEIBERLING. Are you going to pay any interest to your depos-
"Itr..who carries more than a balance of $100?
Mr. NAHM. NO, sir.
Mr. SEIBERLING. What kind of a proposition is it that only workso
ae way? Do you not think that when an account becomes profitable,

)(41 should then pay some interest on that account?
NAHM. No, sir.

Mr. SEIBERLING. Why not?
NAHM. For the reason that banking includes many more things

ati merely carrying their accounts. It includes taking care of a
tlan's money so that when he calls for it, it will be there for him,
killich he can not do for himself. It includes paying his check, no
atter where he goes in the United States or Canada, or, sometimes,urope.

SEIBERLING. Let us put it another way. You think, then,
at a bank should be paid for any service that it renders at a loss?
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Mr. NAHM. Yes, Sir.
Mr. SEIBERLING. But it is under no obligation to pay for a service

it renders at a profit?
. Mr. NAHM. It does pay for a service that it renders at a profit,
Mr. Seiberling, in the service itself. In other words, if there were
no bank in the community, and some communities have none, one
would have to carry his money in his pocket or in some secret place
at home and probably have it stolen, putting a premium upon 8
robber coming in and maybe killing hun or his family. A bank
renders a service when it carries money for a man and is ready to PO
it at any and all times when the check is presented.
Mr. SEIBERLING. There are many banks that put on campai

to get accounts. You have heard of that, have you not?
Mr. NAHM. Yes, sir.
Mr. SEIBERLING. They spend two or three weeks putting on their

campaigns, and they go around to back doors and get servant girls all
chauffeurs and everybody else to open accounts with them, and the;
a year or two later they come around, after these people have °pole°
these accounts, and after proclaiming how many new accounts Oa
have got, and then they say to these people "Now, you are not earl'
ing enough balance here, and you have 

people,
close your account and

get out of the bank.
What do you think of that?
Mr. NAHN. That they have to close their accounts and get nut

of the bank?
MT. SEIBERLING. Or pay $1 a month.
Mr. NAHM. Of the banks with a capital below $50,000, 71 per 00

as I stated, have failed. Now, the reason that those banks We
failed is because a bank does more for nothing than any other 010
acter of business.
Mr. SEIBERLING. But you are not answering my question.
Mr. NAHM. I am going to answer it.
Mr. SEIBERLING. I asked you whether you thought it was igb
Mr. NAHM. Yes, sir; I do think it is right.
Mr. SEIBERLING. To solicit an account and at the time impose ee

condition upon it, and then come around later and tell them that
they have to carry a certain balance or pay $1 a month or get out
do you think that is all right?
Mr. NAHM. Yes, sir.
Mr. SEIBERLING. You do not think that the lawyer, for instance'

does a lot of work for nothing, do you?
Mr. NAHM. Of course he does, but not as much as the banks.
Mr. SEIBERLING. You do not think the doctor does, do you?
Mr. NAHM. Yes, sir; but not as much as the banks.
Mr. SEIBERLING. What makes you think that a bank is a charifr

able institution?
Mr. NAHM. A man steps into a bank, say in Baltimore, it

/lt echeck on one of the banks in Washington, and they give him /t•money, and it is three or four days before they get that money bile
That is a service for nothing.
Mr. SEIBERLING. They do not do that for a man who has not gol

credit at the bank. They will cash his check for him if he has geev
credit, but he must furnish a good indorser for the bank.

gus
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Mr. NAHM. Our bank would do it for you, sir, although we do not
know you, provided that you satisfied us as to who you were.
Mr. SEIBERLING. With a good indorser in your town.
Mr. NAHM. No, sir; you would not need any indorser in that town.
Mr. SEIBERLING. Where is the place where your bank is?
Mr. NAHM. Bowling Green, Ky. Our banks do that, Mr Seiber-

Mr. SEIBERLING. I have pursued that subject far enough, and I
will ask you another question. You are the head of a national bank?
Mr. NAHM. I am vice president of a national bank and also of a

State bank.
Mr. SEIBERLING. What real service do you get out of the Federal

reserve system?
Mr. NAHM. In order that you may know, I ani a Federal reserve

director at St. Louis.
Mr. SEIBERLING. That is all right, but what real service do you

get?
Mr. NAHM. I think the greatest service that any bank can possibly

have
Mr. SEIBERLING. My question is, what does your bank get out of

the Federal reserve system?
Mr. NAHM. In the first place, we have gotton out of the service an

elastic currency; we have gotten an absence of panics 
Mr. SEIBERLING. Yes; TE understand that, but, confining your-

self 
Mr. NAHM. We do not have money panics.
Mr. SEIBERLING. But what I am aiming at is this, the rediscount-

ing of paper, and so forth.
Mr. 'NAHM. We get the rediscounting of paper when we need it.
Mr. SEIBERLING. Do you think that the law should be liberalized

somewhat in that respect so that member banks can rediscount some
forms of paper that they can not discount now—for instance, that
paper secured by approved municipal bonds, or something of that
kind?
Mr. NAHM. Well, they can rediscount municipal warrants, with

short maturities.
Mr. SEIBERLING. I am talking about municipal bonds, good

municipal bonds.
Mr. NAHM. At the present time there is in eligible paper about

$7,600,000,000.
Mr. SEIBERLING. But that has been reduced. The corporations

do not have these acceptances to the extent. that they used to have
them.
Mr. NAHM. Commercial paper is coming back slowly. I dare say

that within a year or two the amount of commercial paper will be
very nearly as big as it used to be, and as this financing that the cor-
porations have done becomes absorbed into their plants they then go
back to the banks.
Mr. SEIBERLING. You see no reason why paper secured by good

municipal bonds, or paper secured by good commercial bonds, should
be subject to rediscount in the Federal reserve, do you?
Mr. NAHM. Well, provided they are exceedingly good municipal

bonds.
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Mr. SEIBERLING. If the law provided certain limitations, where the
tax duplicate was so and so and the limit of indebtedness was such?
They would have to put in a limitation in the law in order that they
might be good.
Mr. NAHM. If they are absolutely high-class municipal bonds; yes,

sir.
Mr. SEIBERLING. It would help, in a stringent money market, to

have municipal bonds eligible?
Mr. NAHM. Yes, sir; but with restrictions on the type of municipal

bonds.
MT. SEIBERLING. That is all.
Mr. LUCE. Mr. Dunbar, do you desire to question the witness now?
Mr. DUNBAR. Mr. Busby is so many times left out because he is

the last on the list, I should like to yield to him now and give him a
chance, and take up my questions •after a while.
Mr. BUSBY. I am not particular at all about proceeding at this time.
Mr. BRAND. May I ask one question?
MT. SEIBERLING. AS far as I am concerned.
Mr. BRAND. I do not think you answered Mr. Seiberling's question

in regard to the benefit a Federal reserve bank is to an individual
bank that has no occasion to borrow money from the banks or dis-
count any eligible paper.
Mr. NAHM. The absence of money panics, the insurance against

what we had in 1873 and in 1907 
Mr. BRAND. We did not have the Federal reserve system in those

days.
Mr. NAHM. No, sir.
Mr. BRAND. What benefit does a member bank which has no

occasion to discount eligible paper with a Federal reserve bank re-
cieve by reason of it being a member of the system?
Mr. NAHM. The only loss that a unit bank sustains in joining the

Federal reserve is the interest on its 7 per cent reserve—on the deposit
that it must place with the Federal reserve bank.
Mr. BRAND. And may I interrupt you?
Mr. NAHM. Yes.
Mr. BRAND. Another character of loss is the charges on checks.

It loses that, does it not?
Mr. NAHM. Yes, sir; it also has that loss.
Mr. BRAND. Now, considering those losses, when the bank has no

occasion to discount paper with the bank, what benefit is this system
to that class of banks?
Mr. NAHM. Well, sooner or later such bank most likely have to

rediscount somewhere. It can usually, if not all the time, rediscount
with the Federal reserve a little cheaper than it can with its corre-
spondents.
Mr. BRAND. Well, suppose it has no money to borrow from its

correspondent or from the Federal reserve bank either. What benefit
does it get out of its being a member of the system? That was part
of the question Mr. Seiberling asked.
Mr. NAHM. I would say two; first, insurance against panics; and

second, a reservoir to draw from would be there if it needed it, and
those are two great propositions to a man running a bank.
Mr. BRAND. That is your answer to the question?
MT. NAHM. Yes, sir.
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Mr. BRAND. Don't you think that the Federal reserve system ought
to do something more than is now being done for the member banks?
Mr. NAHM. Yes, sir; I do.
Mr. BRAND. I am glad to hear you say that. Don't you think, to

put it in another form, there ought to be some benefit in a monetary
way to the banks, more than they have now?
Mr. NAHM. Yes, sir.
Mr. BRAND. What way would you suggest that be done?
Mr. NAHM. I would suggest that the net earnings should be redis-

tributed so as to give a member bank from 8 to 10 per cent instead of
6 per cent on his stock.
Mr. BRAND. On his paid capital stock?
Mr. NAHM. Yes, sir.
Mr. BRAND. From 8 to 10 per cent?
Mr. NAHM. Yes, sir.
Mr. BRAND. You are the first witness who has appeared before us

up to date that I have heard of, outside of Mr. Ottley, of Atlanta, who
has made that concrete admission. And you are a member of the
Federal reserve or on the directorate of the Federal reserve bank?
Mr. NAHM. Yes, sir; at St. Louis.
Mr. BRAND. Do you know whether or not they contemplate or are

considering doing anything like that?
Mr. NAHM. No, sir; I have no knowledge of that.
Mr. LUCE. Mr. Busby, do you care to question the witness now?
Mr. BUSBY. Following up the. thought that Mr. Brand was trying

ito make clear, a bank that s .eligible for membership in the Federal
reserve system receives an indirect benefit, whether it is a member or
not a member of the Federal reserve system, because of the existence
of the Federal reserve system, does it not?
Mr. NAHM. Yes, sir.
Mr. BUSBY. I have observed that in the agricultural field of opera-

tions the cooperative agricultural organizations benefited greatly the
farmers who were not in those cooperative organizations, by reason
of the fact they took off the market, in a sense, or controlled in a way,
the price of those commodities through the larger method of con-
suming or handling element .that came in contact with the different
commodities; so, in the banking field, the bank that is eligible for
membership in the Federal reserve system or even if it is not eligible
for membership, has the same.  type of assurance back of its operation,
that this source of relief is in existence and can be called upon by its
correspondents, if not by it?
Mr. NAHM. Yes, Sir.
Mr. BUSBY. And in that way it is a bulwark to the small bank as

Well as the State banks that are members and the national banks that
are req_u_ired to be members?
Mr. NAHM. Yes, sir.
Mr. BUSBY. And that is your idea: of the benefits to be received by

the banking fraternity, if you term it that, even though they are not
members of the system?
Mr. NAHM. Yes, sir; absolutely.
Mr. BUSBY. Some one has suggested, in regard to the great number

of bank failures duirng the last nine years, that many of those banks
were organized prior to 1920 and were loaded up with types of loans

100136-30—voi, 2 yr 12-8
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about 1920 and prior to that time, which loans they were never able
to realize on or, m other words, these loans have remained in a frozen
state and ultimately the banks had to go out of business when they
could not realize on the old loans. What is your idea in regard to that
thought?
Mr. NAHM. That is quite true, sir.
Mr. BUSBY. The suggestion has been made that few of the bank

failures have come to banks organized since the deflation period was
over in 1921; that the bank failures are not among recently organized
banks. Have you given any thought to that question?
Mr. NAHM. I would say that that is not entirely true. I think,

in the first place, there are too many banks in small places. In the
second place, there are a great many small places that are shown,
even by our census that is going on, where reports have been given
out, to be getting smaller.
Mr. BUSBY. Yes.
Mr. NAHM. And the business is simply going away and is not there

and the banks located in such territory must, necessarily, eventually
close if that condition continues. Therefore, it makes no difference,
Mr. Busby, whether such banks were organized before 1920 or since;
it is a question of the territory being a profitable territory to operate
in.
Mr. BUSBY. With automobiles and transportation facilities that

bring business in contact with remote places, do you think that II
branch-banking system would maintain the old status of things much
better than a unit-bank system would maintain it?
Mr. NAHM. With the restrictions that I pointed out—did you hear

them?
Mr. BUSBY. Yes.
Mr. NAHM. With the restrictions I pointed out, I think it would.
Mr. BUSBY. Following out the last thought on the subject, it

would not be feasible for an independent bank or branch bank to
try to remain in a territory that did not need either one of them,
from a business standpoint?
Mr. NAHM. Absolutely.
Mr. BUSBY. And where formerly need was felt for banking activi-

ties in a community, that need has passed away, largely?
' Mr. NAHM. Yes, Sir.
Mr. BUSBY. In many communities?
Mr. NAHM. Yes, sir.
Mr. BUSBY. We are becoming more concentered in our commercial

and industrial and banking activities as well—much more so than we
were a few years ago?
Mr. NAHM. Yes, sir.
Mr. BUSBY. Because of transportation, largely?
Mr. NAHM. Yes, sir.
Mr. BRAND. Do you have overdrafts in your bank?
Mr. NAFIM. No, sir.
Mr. BRAND. None?
Mr. NAHM. Not in the city of Bowling Green, Ky. Please let me

qualify that. We do not allow overdrafts, but in case a very good
patron should accidentally, or without knowledge of his own, over-
draw his account slightly, we have two ways of paying that; first,
there is a small fund set aside of perhaps $4,000, out of which, when
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the cashier or president thinks it advisable, they will pay that man's
check to keep him from getting into trouble and having his check
protested, and immediately notify him and he comes right over and
settles that. I myself have given the cashier a written instrument
authorizing him to sign my note for an overdraft, if I should make
one while I am away from home, so as to prevent that. With those
two exceptions, we have no overdrafts.
Mr. BRAND. Do you charge any interest on overdrafts of that

character?
• Mr. NAHM. No, sir.
Mr. BRAND. Do you know of any banks that take care of these

overdrafts, that have a policy of rule to charge interest on the over-
draft during the period of the overdraft?
Mr. NAHM. I think in England that is the rule. I think they do

business on an arranged overdraft basis and charge interest on
them.
Mr. BRAND. Suppose I sent a check to the bank and have over-

drawn $500, and it is 10 days before I get the money to the bank
to take care of it; should I not pay a reasonable rate of interest
on that overdraft for that tame?
Mr. NAHM. Certainly.
Mr. BRAND. IS such a charge as that made by any banks in the

United States?
Mr. NAHM. Yes, sir.
Mr. BRAND. It is a proper charge, is it not?
Mr. NAHM. I think so.
Mr. BUSBY. You spoke of the idea of Mr. Pole establishing branches

in certain restricted trade areas. Have you a definite notion as to a
Proper trade area in which those branches ought to be established?
Mr. NAHM. No sir; I have not.
Mr. BUSBY. Do you form a correct or accurate conception of

What Mr. Pole means by trade areas?
Mr. NAHM. I think so. I think his idea is that such trade areas—

it is a very indefinite proposition—that such trade areas are not to
go beyond Federal reserve districts and to be in such territory as
the ebb and flow of business of a given city exists in—ebb and flow
of trade, I should say.
Mr. BUSBY. What is your conception of the effect of holding

companies owning and controlling stocks in State banks, national
banks, investment companies and all types of business activities,
under the management of the holding company, with regard to its
effect on the umt bank and on business generally; in other words,
I am asking about a holding company of a. very extensive nature?
Mr. NAHM. Well, I think the danger lies m their getting so big

and so multiform that the average Tan at the head of it will not
§e able to see through it all and run it: As long as you have these
ideal men who now seem to be organizing those companies, such as
Mr. Giannini, Mr. Decker, and Mr. Wakefield, I do not feel any
apprehension, but men die and their successors might not be able
to see through it.
Mr. BUSBY. Taking into consideration the unit bank and type of

credit extension that has developed our country to its present state
of development, does it not seem to you that this holding company
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orgy we are entering into is a little beside the spirit of the business
of this Nation?
Mr. NAHM. Yes, sir.
Mr. BUSBY. Do you not think our problem is more in determining

what to do regarding the holding company than it is what to do
with the individual or unit bank? There are two or three angles to
be considered, are there not, just now?
Mr. NAHM. I would not say that it is more, for I think that the

unit bank—the small unit bank in a small town—has been your
greatest sufferer and they need attention. But both are problems
to be considered.
Mr. BUSBY. At the present time, does it not seem to you that

legislation in regard to controlling, defining or dealing with holding
companies would be just as much in order as legislation to deal with
branch and chain banking? The holding companies are over the
branch and chain banking in most instances?
Mr. NAHM. Yes, sir.
Mr. BUSBY. And we could not deal with branch and chain banking

unless we dealt with its creator, the holding company?
MT. NAHM. Yes, sir.
Mr. BUSBY. Now, in the great number of failures in very small

communities, of many very small banks, the idea of the survival
of the fittest will largely control that situation and put the men
who ought not to have established banks into other lines of business,
largely? b
Mr. NAHM. Yes sir; but that is hard medicine. Si

MT. BUSBY. I know it is. a
Mr. NAHM. It should be corrected by not adding to the dif- ti

ficulty with too small banks with too small capital in too small al
territories. , cE
Mr. BUSBY. The most effective antidote would be to require an la(

adequate capitalization before a charter was given to them to open a ee
bank. Would not that be the better way? c]
Mr. NAHM. Were you in when I read these points? th
Mr. BUSBY. Yes; I heard your statement, but coming to the

$50,000 capitalization before a charter to do business was given them,

remedy, does it not seem that that would be the most adequate
remedy and the simplest to apply?

that would correct most of the evils we have from small bank failures,
would it not?

Mr. BUSBY. If all State and national banks had a requirement of

Mr. NAHM. It would help, but there are other conditions just ea

Mr. NAHM. That is one of the remedies.

tthrlabh°e(1:!1:1
important. B

protect the depositing public and it would insure a better type of
management, because it would enable them to bid for better qualified
men to operate the institution?
Mr. NAHM. In that sense; yes sir.
Mr. BUSBY. I will not take any more time. :a

h:t

i

l

l
Mr. BUSBY. It would insure two things—first, more capital to
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Mr. LUCE. Mrs. Pratt? 
Mrs. PRATT. Mr. Chairman, I regret that I was detained in a Al

hearing before the Rules Committee and I was not here to hear Mr. Pro]
Prop
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Nahm's statement, but I assume, Mr. Nahm, you are a proponent
of the unit banking system?
Mr. NAHM. Yes.
Mrs. PRATT. In line with the statement you made a few minutes

ago, that men die, we are dealing with theories as well as practice
here?
Mr. NAHM. Yes.
Mrs. PRATT. And that would apply to the head of the unit bank as

well as the head of a chain system or branch system. Would you, in
theory, feel that a branch system was the only way to take care of the
banking question in very small communities? Mr. Busby brought
out the point just now that perhaps one remedy was the requirement of
larger capital and surplus before a bank should be allowed to have a
charter. Would not that cut out from the very small communities the
possibility of even a small unit bank, and would not that community
have to be taken care of in another way? I am talking about the
small rural community that has been very much discussed here and
where many bank failures have occurred?
Mr. NAHM. I think that would; yes.
Mrs. PRATT. You feel, in that case, a branch system would be the

necessary system?
Mr. NAHM. May I answer that in my own way, Mrs. Pratt?
Mrs. PRATT. Yes. Perhaps the question was not well put.
Mr. NAHM. It was splendidly put. With the good roads that are

being built everywhere and the opportunity of reaching, in a very
short time, a center of population large enough to sustaiüi a bank, I
do not think it would be any great hardship on very small communi-
ties, if they did not have a small bank for the reason that the statistics
show that such a large percentage of those banks eventually fail,
carrying with them a great loss to, that community, that it would be
better if such communities were taken care of in their largest near-by
center and therefore I, for one, would be in favor of no new banks being
chartered with less capital than would make a bank that is able to go •
though trouble.
Mrs. PRATT. When Mr. Decker and Mr. Wakefield were here

before this committee, I think I am right in stating that their purpose
Was to stimulate the local communities. They rather encouraged a
local board and local officers, but with a possibility of their getting
help from the large parent bank in the central city. Am I right in
that statement?
Mr. LucE. I so understood it.
Mrs. PRATT. Would you feel that that was a better plan, possibly,

than where the parent bank would have immediate control over these
smaller banks?
Mr. NAHM. Group banking is only two years old—less than that.

It is rather early to answer that question. I happen to be a member ofthe economic Policy commission of the American Bankers Association
and I have been studying that and our opinion is that so far, we are
4ot prepared to express a definite opinion on that subject; we would
rather see it work out awhile.
Mrs. PRATT. I think that is ail, Mr. Chairman.
Mr. LucE. To make it clear that we understand just what your

Proposal is, in regard to a limit, am I correct in taking it that your
Proposal is that branches might well be established in places of less

L 
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than 10,000 inhabitants by parent banks in places of more than 10,000
inhabitants and that you are not prepared to approve branches of
banks in places of more than 10,000 inhabitants?
Mr. NAHM. Yes, sir.
Mr. LUCE. Branches of parent banks in other larger places in that

same area?
Mr: NAHM. Yes, sir:
Mr. LUCE. Mr. Dunbar, have any questions occurred to you since

you yielded to Mr. Busby?
Mr. DUNBAR. You stated the Federal reserve system, in your

opinion should pay member banks from 8 to 10 per cent on their stock?
Mr. NAHM. Yes, sir.
Mr. DUNBAR. Governor Young was here and also Mr. Pole, to

give expression to thought along that line. Would it not be better
to maintain the 6 per cent interest on the stock and give the member
banks interest on their daily deposits?
Mr. NAHM. The earnings of the Federal reserve are not such as to

make that possible.
Mr. DUNBAR. Judge Brand, in his speech the other day showed you

diverted a great deal of your earnings to the purpose of buying
Increased stock in the Federal reserve system. If that is so, why could
not that be used? Why should they be doing that?
Mr. NAHM. I do not understand that question.
MT. DUNBAR. Sir?
Mr. NAHM. I do not understand that question.
Mr. DUNBAR. A branch member of the Federal reserve bank wishes

to purchase more stock in the Federal reserve system and they do it
and use their earnings to pay for the stock.
Mr. NARM. A branch Federal reserve bank?
Mr. DUNBAR. Yes. You are a member of the St. Louis Branch?
Mr. NAHM. Yes, sir.
Mr. DUNBAR. Have you any stock in the Federal reserve system?
Mr. NAHM. An individual can not own stock.
Mr. DUNBAR. I mean your bank?
Mr. NAHM. Yes, Sir.
Mr. DUNBAR. Suppose you wanted to increase the amount of that

stock?
MT. NAHM. Yes, sir.
MT. DUNBAR. Could you not do that?
Mr. NAHM. Yes, sir, by having more capital or more surplus.
Mr. DUNBAR. And then you use your money from your earnings W

buy that additional stock—is that no correct?
Mr. NAHM. Yes, sir.
Mr. DUNBAR. Why can not that money be used to pay interest ofl

daily deposits?
Mr. NAHM. There is not enough of it.
Mr. DUNBAR. How much money has been diverted each year oP

an average for the last five years, by the various banks in America?
Mr. NAHM. I do not know.
Mr. DUNBAR. How much are your deposits in the Federal reserve

system?
Mr. NAHM. The reserve is $2,300,000,000.
Mr. DUNBAR. That represents 7 per cent on one kind of deposit°

and 3 per cent on another, does it not?
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Mr. NAHM. Yes, sir; but that is an accumulation since the organiza-
tion of the Federal reserve, since 1914.
Mr. DUNBAR. Then you say it would not be possible to pay 6 per

cent?
Mr. NAHM. I think your testimony here, given either by Mr. Pole

or by Governor Young, shows that there is about 1% per cent on
deposit earned.
Mr. DUNBAR. Yes.
Mr. NAHM. That would be immaterial to the small bank.
Mr. DUNBAR. I do not think it would be immaterial because of the

complaints I have heard about it.
Mr. NAHM. I know that. .
Mr. DUNBAR. Why would it not be a good thing to pay 1 per cent

on deposits?
Mr. NAHM. May I answer that in my own way?
Mr. DUNBAR. Of Course.
Mr. NAHM. Last year, in the Federal reserve bank in St. Louis,

which has a paid in capital of $5,000,000 and a surplus of $10,000,000,
making $15,000,000 in all, the city of Louisville, alone, owed the
Federal reserve at one time $29,000,000. Now, what, in my opinion
the Federal reserve banks need, since, for the future they must bank
for America and, almost, I might say, for the world, is a larger sur-
plus, so that they can accommodate the various cities in the United
States in times of stress.
Mr. DUNBAR. Of course I am in favor of the Federal reserve sys-

tem, but what I am interested in is trying to make the Federal reserve
system more popular, so that we may have in it a greater number of
banks who own stocks. Now, I think that if you can pay 1 per cent
interest on the daily balances—and you thought that was nothing—
I believe if you would pay 1 per cent interest, they would feel like they
were getting something.
Mr. NAHM. I did not hear that last.
Mr. DUNBAR. If you could pay 1 per cent interest, they would feel

that they were getting something. and it would appease them to a
large extent. Everywhere you go in the country they have an objec-
tion to the Federal reserve system because they do not get interest on
daily deposits. I believe it would be better to give them 2 per cent
on daily deposits than give them 5 per cent on their stock. That is
just an opinion. You do not think so?
Mr. NAHM. No,sir.
Mr. DUNBAR. I just want to tell you one thing: The banks all over

my section of the country are cursing the Federal reserve system
because they do not get interest on daily deposits. I think we should
work out a plan of that kind rather than increase dividends and pay
them 8 or 10 per cent on their stock.
Another thing: I am favorable to the unit banking system and

deplore the obstacles which present themselves to it. How is the
Federal Government going to regulate that, when the State govern-
ments have a right to grant branch banking?
Mr. NAHM. It is very difficult for the Federal Government to

reach that proposition.
Mr. DUNBAR. It is almost impossible to reach it?
Mr. NAHM. The American Bankers Association have brought

about some uniform legislation throughout the 48 States and would



1684 BRANCH, CHAIN, AND GROUP BANKING

be of great assistance to that, but a large part of the trouble is in the
States.
Mr. DUNBAR. Do you not think there is so much trouble in the

States, it looks like we will not be able to do very much in controlling
the banking situation except so far as we have an influence through
the Federal reserve system?
Mr. NAHM. I would not say that.
Mr. DUNBAR. Well, what is your opinion?
Mr. NAHM. I would say, under the restrictions I have named, Mr.

Pole's proposition would be of help.
Mr. DUNBAR. What was his proposition that does not interfere

with the States?
Mr. NAiim. To allow branches in trade areas.
Mr. DUNBAR. I know, but that would interfere with the States.
Mr. NAHM. Yes; it would. That is true, Mr. Dunbar. I first

wrote, among the restrictions that I put here, that there should be no
branches in the 22 States that themselves forbid branches.
Mr. BUSBY. Twenty-eight, is it not?
Mr. NAHM. No, sir, 22. There are 7 that have no legislation;

22 prohibit it. But I scratched that out, under this idea. The States
can meet that, if they choose, by passing laws, allowing branches.
Secondly, all of those 22 States have branches or chains or groups now
except 6, in the way of holding companies which defeat their laws.
Mr. DUNBAR. That is what I have observed, and I think the prac-

tice is going to grow.
Mr. NAHM. It is growing.
Mr. DUNBAR. It may be impossible to work out a plan and possibly

it would be unwise to do it, but I think you can get at the problem by
paying interest on daily deposits that would help the Federal reserve
system more than anything I know of.
Mr. LUCE. Mr. Seiberling, have you any further questions?
Mr. SEIBERLING. I have just a few more questions. Our whole

purpose should be to arrange a system, I take it, to furnish banking
facilities, as far as possible, to remote parts of the country—to
agriculture and to everybody that has occasion to use banking facil-
ities. Do you agree with that—as far as possible, I say?
Mr. NAHM. As far as possible; yes sir.
Mr. SEIBERLING. I take it that you have a very profitable banking

institution with which you are connected?
Mr. NAHM. Fairly so.
Mr. SEIBERLING. How long have you been organized?
Mr. NAHM. Since 1901.
Mr. SEIBERLING. I take it you have increased your surplus and

undivided profirs each year?
Mr. NAHM. Yes, Sir.
Mr. SEIBERLING. And you paid substantial dividends on your

stock?
Mr. NAHM. Yes, sir.
Mr. SEIBERLING. And your stock has a good market price?
Mr. NAHM. Yes, sir.
Mr. SEIBERLING. Now, in the face of all that—and the reason I

am asking this question again is because you start your statement by
saying "Banking is a business, the people's business" 
Mr. NAHM. Yes, Sir. al

1
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Mr. SEIBERLING. And on page 4, at the bottom of the page, yousay:
Then banks should charge for unprofitable services and recoup their lostprofits by proper service charges on unprofitable accounts.
In view of what you said about increasing your surplus and payinggood dividends and further, that banking facilities should be furnishedto remote parts of the country, as far as possible, so that everybodycould enjoy banking facilities, you still think that a service chargeis proper where that service charge automatically, of necessity, de-prives some people in your community of banking facilities?
Mr. NAHM. May I answer that in my own way?
Mr. SEIBERLING. Certainly.
Mr. NAHM. Yes sir; I do. With a large number of small banks,it is a fight for existence.
Mr. SEIBERLING. Yes; but you are making a lot of money and yourbank is prosperous.
Mr. NAHM. That particular bank is prosperous.
MT. SEIBERLING. Why should you do it?
Mr. NAHM. But 71 per cent of the banks with capital of less than$50,000 are broke. Now, they have got to get back somehow or other,in a legitimate way, what they have lost.
Mr. SEIBERLING. But if this is the people's business, then whyshould you adopt a policy which deprives a lot of people of the facilitiesof banking?
Mr. NAHM. Because the greatest blow to the people's business is abroke in a community and that is the thing you want to avoid and youcan only avoid it by allowing banks to charge for unprofitable business,just as a department store charges for everything they sell except thewrapping paper and twine.
Mr. SEIBERLING. The gas company that furnishes gas to the peoplein a community has a great number of accounts they do not makeany money on, have they not—small accounts where they only get—Mr. NAHM. Yes, sir and they put on a service charge.
Mr. SEIBERLING. Well, a street railroad company carries somePeople for a short haul and makes money on them and carries otherPeople for a long haul and does not make any money on them. Is notthat correct?
Mr. NAHM. Yes sir, but a great many street railroads in the UnitedStates are broke.
Mr. SEIBERLING. Well, do power companies make a charge wherethe monthly fee is below a certain amount?
Mr. NAHM. Yes, sir; a service charge.
Mr. SEIBERLING. Everywhere in the country?
Mr. NAHM. Those that I know of do. We are granting a franchiseright now in our city which embraces a service charge.
Mr. SEIBERLING. You still think that a prosperous bank that isincreasing its surplus and paying good substantial dividends to itsstockholders and its stock is selling at a good high price, that has madeinoney for 10 years, should take action which they know will, of neces-sity, deprive some people of the privilege of banking facilities in itsbank?
Mr. NAHM. The general rules apply to banks not so prosperous whoare fighting for existence.
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Mr. SEIBERLING. You are doing this to protect the other banks in
your community?
Mr. NAHM. Doing it because, in the first place, people do not value

service they get for nothing. They only realize the value of it when
they pay for it and that very service charge may mean the absolute
existence of some of the banks.
Mr. SEIBERLING. Is it not worth something to a bank to train

people in the community to methods of doing banking business and
get them accustomed to coming to the bank?
Mr. NAHM. That is the purpose of the service charge.
Mr. SEIBERLING. Is not that worth something to the bank?
Mr. NAHM. Naturally.
Mr. SEIBERLING. Do not the small depositors become large deposi-

itors after awhile?
Mr. NAHM. Yes, sir; and you can help them with the service

charge.
MT. SEIBERLING. You think so?
MT. NAHM. Yes, sir; absolutely.
Mr. BUSBY. In my district we have no town of 5,000 people. It

embraces more than 5,200 square miles. What would you say in
regard to our securing banking facilities under your idea of a parent
bank in a town of 10,000 people or more with branches in smaller
places?
Mr. NAHM. May I ask a question?
MT. BUSBY. Yes.
Mr. NAHM. Have you any successful bankers in that district?
Mr. BUSBY. We have only had 34 bank failures in the entire State

in the last 10 years. We declare as much as 33 per cent dividends in
towns of 1,500 inhabitants.
Mr. NAHM. Those people are very high-class bankers, and I should

hope that nothing would occur to discontinue that service to your
community.
Mr. BUSBY. But that seems to run so counter to the theories of you

larger bankers
' 

that I am getting uneasy about the folks down home
and I want to break the sad news to them.
Mr. NAHM. My fear has been in regard to new banks and I think

no new banks should be chartered, but it is not ex post facto and
would not affect the people you are talking about.
Mr. BUSBY. Do you not think your theories and the theories of

these other extensive banking institutions would apply more to a
section where you had very large cities, where you had suburbs of
four, five, six, seven, or eight thousand people, rather than a section
like mine, where the larg.. uowns are not more than four or five
thousand inhabitants?
Mr. NAHM. I would think that even in your towns that banks that

are pow being run profitably with a smaller capital, would better
protect your people if they had $50,000 capital. It might mean
some consolidations and mergers, but I believe, in the end, it would
protect your people better.
Mr. BUSBY. You might be right in some respects. What is true

of banks, however, as I see it, is true of merchants, that the little
fellows are not so well prepared to compete, in a business way, with
the big institutions.
Mr. NAHM. That is true.
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Mr. BUSBY. And they ought to go out of business if your theoryis correct, in order to bring about a more efficient unit managementof that type of business?
Mr. NAHM. Well
Mr. BUSBY. But following all of that, I am wondering what isgoing to become of the small merchants and bankers and smallOperators in every way—what they are going to do.
Mr. NAHM. For a living?
Mr. BUSBY. Yes; and I think it is beginBing to bother them, too.
Mr. NAHM. That is one of the emergencies of life. We wondered

What would become of the saloon keeper when the eighteenth amend-
ment was passed.
Mr. BUSBY. I never did bother about him. I knew he would be

better off when he got in some productive business.
Mr. NAHM. Well, the same thing occurred when the women bobbed

their hair and stopped using hair nets.
Mr. BUSBY. I think perhaps we are getting away from the subject.
Mr. NAHM. Nothing I have said goes to put your successful banker

out of business, no matter how small his capital. I am only lookiiag
towards the future in saying that new banks should not be chartered
With a less capital than—
Mr. BUSBY. But when I listen to all these statements, I look back

to my district and I see not a single town or city in it large enough tohave a bank and I seriously question the theories expounded by
You experts.
Mr. NAHM. You have a bank in most places?
Mr. BUSBY. Yes.
Mr. NAHM. If it is successful, I hope that nothing I have said would

Put it out of business.
Mr. BUSBY. Really, I do not think it will, but it condemns the

theory so strongly that I can not be impressed much with the idea
You gentlemen present here, which is gathered solely from the larger
center viewpoint.
Mr. NAHM. No sir; I know of a bank with $15,000 capital and

$50,000 surplus that has over a million depositors.
Mr. BUSBY. Yes.
Mr. NAHM. What security have those depositors in the way of

capital and surplus to protect them in case of trouble?
Mr. BUSBY. Well, of course, I do not know the surrounding facts

and can not answer.
Mr. NAHM. There are a great many just such cases. The proper

relation, it is said, is 10 to 1, but I am simply talking about the
future and not the past.
Mr. BUSBY. Different types of territory demand different types of

banking.
Mr. NAHM. That is quite true.
Mr. BUSBY. Still our bankers in Mississippi, in the smaller towns,

know their business and know their field for business and know their
Methods of operating and can operate successfully and pay overhead
and salaries and from 10 to 30 per cent dividends, yet they might notbe able to do the same thing in New York or in another territory.
Mr. NAHM. I would not put them out of business at all with even

the plan I have suggested here.

A
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Mr. BUSBY. SO, when it comes to expounding a banking theory,
you have to know what sort of field you have to expound it in, in
order to have it stand up in all lines.
Mr. NAHM. Yes, sir.
Mr. LUCE. I will adjourn the meeting with the statement that the

witness invited to appear before the committee to-morrow, has asked
to be excused and there will be no meeting to-morrow.
Mr. E. B. Green has been asked to appear before the committee

Tuesday morning, at 10.30, and Mr. Robert Fleming, president of the
Riggs National Bank, will be before the committee next Tuesday at
2.30 o'clock.
(Whereupon, at 12.35 o'clock p. m. the committee adjourned to

meet at 10.30 o'clock a. m., Tuesday, May 27, 1930.)

X
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TUESDAY, MAY 27, 1930

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Washington, D. C.
The committee met at 10.30 o'clock, a. m., in the committee room,

Capitol, Hon. Louis T. McFadden (chairman), presiding.
The CHAIRMAN. The committee will come to order. There is

Present this morning, Mr. E. B. Greene, chairman of the executive
Committee of the Cleveland Trust Co., of Cleveland, Ohio, who will
rake a statement to the committee.
.Proceed, Mr. Greene, in your own way and tell us the situation

With respect to branch, chain, and group banking as you have found it.

STATEMENT OF E. B. GREENE, CHAIRMAN OF THE EXECUTIVE
COMMITTEE OF THE CLEVELAND TRUST CO., CLEVELAND,
OHIO

Mr. GREENE. Mr. Chairman, and members of the committee, I
think the bankers of the country who know of the study which you
are making, are exceedingly pleased, because they feel confident that
Out of your work and observations, will come some legislation that
°6-11 be a big help in the situation in which the banking business finds
itself at the present time.
I was glad to accept the invitation to come here for two reasons;

first, thinking the committee would be interested in the experience
°f a bank that has been a pioneer in the branch banking business.
We have been operating branches for nearly 30 years. Those are
not all city branches, and therefore we have had experience with
branches located in the city limits and in the suburbs and contiguous
territory; also with branches located outside of even the contiguous
,territory. Our branches located farthest from the city are separated
03758 miles in a straight line. So, we cover a larger territory, perhaps,
than branch banking is ordinarily done in, in the north central partof the country.
The second reason is I am glad to appear before this committee

because I should like an opportunity to express our view of the com-
parative merits of branch banking as compared with group and chain
banking.
Possibly the best way to show our situation would be to make a

Short statement iregarding the method used by the Cleveland
Trust Co. in acquiring branches and in operating those branches as a
branch banking system.

1689
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The Cleveland Trust Co. acquired its first branch late in 1902,
but previous to that time the Garfield Savings Bank, which has since
been acquired by the Cleveland Trust Co., established a branch
in 1901.

Strangely enough, the first branch bank established in our part
of the country was a downtown office owned by a suburban bank.
Having adopted the policy of branch banking, the Cleveland Trust

Co. proceeded vigorously to acquire branches as far as opportunity
presented itself; some by merger, some by purchase of stock and
others by buying the assets. The list I have before me shows the
name and date of acquiring of the 57 branches of our bank now being
operated.
I hardly think you will be interested in my reading that complete

list.
The CHAIRMAN. Without objection it will be inserted in the record

at this point.
(The list referred to is printed in full, as follows:)
Windermere office, acquired, January 1, 1903.
Euclid, Fifty-seventh, acquired October 1, 1903.
St. Clair, Fortieth, acquired October 1, 1903.
Perry, acquired January 11, 1904.
Bedford, acquired January 4, 1904.
Newburgh, acquired January 29, 1910.
Euclid, One hundred and fifth, acquired December 27, 1904.
Collinwood, acquired December 27, 1904.
Willoughby, acquired December 27, 1904.
Lorain, acquired May 15, 1905.
Lakewood, acquired May 15, 1905.
Denison, Twenty-fifth, established April 23, 1906.
Liberty, established April 10, 1906.
Paineseville, acquired July 1, 1906.
West End, established October 2, 1916.
Kinsman, Ninety-third, established September 6, 1919.
Waterloo, established January 2, 1920.
Peoples, acquired October 24, 1919.
Edgewater acquired October 24, 1919.
Lorain Clark, acquired October 24, 1919.
Lorain, Sixty-fifth, established May 17, 1920.
Hough, acquired March 29 1920.
Mayfield Lee, established July 12, 1920.
Lorain, One hundred and seventeenth, established November 1, 1920.
West Park, acquired June 26, 1920.
Forest City, acquired August 27, 1920.
South Side, established December 1, 1920.
South Brooklyn, established January 2, 1921.
London Road, established March 1, 1921.
Fulton Road, established April 2, 1921.
East Fifty-fifth and Payne, established August 1, 1921.
Nela Park, established June 7, 1921.
St. Clair, Fifty-fifth, merged February 11, 1922.
Kinsman Lee, established March 20, 1926.
Addison Road, merged February 11, 1922.
St. Clair, One hundred and twenty-fifth, merged February 11, 1922.
Superior, One hundred and twenty-third, merged, February 11, 1922.
Euclid Ivanhoe, merged February 11, 1922.
Euclid, Seventy-ninth, merged February 11, 1922.

Union, Ninety-third, merged February 11, 1922.

Madison Heights, established August 4, 1924.

Euclid Mayfield, merged February 11, 1922.

Superior One hundred and fifth, merged February 11, 1922.

Gordon Park, merged February 11, 1922.
Glenville, merged February 11, 1922.
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Hayden, merged February 11, 1922.
Buckeye, One hundred and sixteenth

' 
merged February 11, 1922.

Madison, Ninty-seventh, established December 1, 1922.
Madison, One hundred and twenty-fourth established January 2, 1923.
Woodland, Fifty-fifth, established April 3:1925.
Miles, One hundred and thirty-third established May 1, 1923.
Cedar Lee, established July 2, 1923.
Terminal, established November 1, 1929.
Pearl Street, merged October 26 1929.
Clark, Fiftieth, merged October '26, 1929.
Broadview, merged October 26, 1929.
Lorain Triskett, merged October 26, 1929.

Mr. GREENE. These branches are located as follows: Forty-eight
°faces in the city of Cleveland; eight offices in municipalities contig-
uous to the city of Cleveland; and four offices located in outlyingterritory.
, In explanation of the last two items, I would state that all offices
looat.ed outside of the city of Cleveland were established prior to the
reatz:iction in the Federal reserve regulations and that the four offices
outside of contiguous territory were established prior to the. enact-

of the present Ohio banking code. That was enacted in 1908
and became enforceable in 1910. These outside branches were in
Aeration many years before that.
I have a table before me showing the growth of the bank in the

!lumber of accounts and deposits, indicating that pioneering in the
°ranch-bank field met with general approval and confidence.

Again, I do not think you care are to have me read the complete
gores of this larger table.
The CHAIRMAN. Without objection that table will be inserted in

the record at this point.
(The table referred to is printed in full as follows:)

The Cleveland Trust Co., incorporated September I 9 , 1894-Yearly growth in
deposits and accounts from 1895 to 1929

Date Total
accounts

Commercial
deposits

Savings
deposits

Total
deposits

Year ending Dec. 31:
637  $430, 5811896 1,736  995,753

3,052 $516, 555 $3, 003, 343 2, 609, 75811898789 

--------------------------------------------------------------------------

---- 3, 101 536, 498 2,967, 016 3, 687, 706
1899 ------------1900

4,059
5, 799

662, 619
1,709, 168

2,680, 639
3,870, 381

3, 869, 536
6, 435, 3601901 8,442 1, 903, 597 4, 856, 321 8, 022, 1531902 9,515 2, 272, 182 5,200,823 8, 532, 2621903 19, 692 3, 063, 693 7, 664, 799 1 13, 537, 8811904  

1905  

------------------------------------

40, 234
52,812

5,661, 195
6,038, 262

12, 258, 441
15, 413,026

I 21, 043, 992
I 25, 419, 9551906 65,494 6, 060, 835 16, 185, 132 4 24,624, 149

1907 72, 638 4, 758, 196 15, 627, 782 22, 453,994
1908 70, 513 3,928, 559 12, 410,819 21, 182, 654
1909 72,775 6, 385, 671 14, 361, 393 24, 507, 192
1910 78, 960 5,014, 338 15, 343, 383 I 24, 598, 924
911 84, 098 5, 696, 836 17, 447, 050 28, 081,307
1912 90, 271 6,315, 118 18, 487, 170 29, 486, 833
1913 98, 484 6, 110, 672 19, 559, 960 30, 131,159
1919 101,051 7 , 442, 607 19, 952, 474 32, 007, 361
1915 112,816 10, 213, 405 22,600, 612 43, 332, 503
1916 129, 803 13, 910, 227 31, 035, 107 55, 308, 805

Windermere office acquired; Euclid, fifty-seventh, acquired; St. Clair, fortieth, acquired.
' Perry office acquired; Bedford office acquired; Wade Park, Collinwood, and Willoughby offices Sc.

Lorain office acquired; Lakewood office acquired.
Paineseville acquired.
Newburgh acquired.

_
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The Cleveland Trust Co., incorporated September 19, 1894-Yearly growth in
deposits and accounts from 1895 to /929-Continued

Date

1917 
1918 
1919 
1920 
1921 
1922 
1923 
1924 
1925 
1926 
1927 
1929 
1929 

Total
accounts

141, 254
154,357
192,483
233, 808
238,054
386, 745
401, 762
416, 076
432, 579
438, 376
444, 712
452, 533
537, 232

Commercial
deposits

$15, 599,300
18, 158,338
23, 513, 670
30, 146,468
27, 148, 497
38, 475, 470
44, 101, 327
43, 288, 117
47, 331, 550
48, 332, 084
50, 800, 588
57, 650, 460
84, 654, 303

Savings Total
deposits depositS

$29, 530,159 857, 768,589
30, 424, 459 56, 517, 5e8
44, 874, 234 684, 617, 245
59, 574, 217 '103, 346, 055
55, 798, 584 103, 085,087
92, 301, 927 6155,333,679
108, 077, 708 178, 813,608
114, 019, 447 180, 351,861
121, 190, 749 I 201, 820, 381
128, 255, 116 205, 201, 083,
135, 769, 167 217, 660, 835
146, 418,818 242, 549,836
169, 957, 190 298, 227, 820

6 Peoples, Edgewater, and Lorain-Clark offices acquired.
7 Hough office acquired; West Park acquired; Forest City acquired.
St. Clair (fifty-fifth), Addison, St. Clair (one hundred and twenty-fifth), Superior (one hundred and

twenty-third), Euclid, Ivanhoe, Euclid (seventy-ninth) and Union (ninety-third), offices acquired hi
merger with the Lake Shore Banking dt Trust Co. Euclid Mayfield, Superior (one hundred and fifth),
Gordon Park, Glenville, Hayden, and Buckeye offices acquired in merger with the Garfield Savings Bank.
2 Pearl Street, Clark (fiftieth), Broadview, and Lorain Triskett offices acquired in merger with the

Pearl Street Savings & Trust Co.

Mr. GREENE. I should like to say that when we organized in 1895
the deposits, at the close of the first year, were $430,000; at the close
of the year 1929 the Cleveland Trust Co. had 537,232 depositors,
with total deposits of $298,227,820.
Two principles governed its policy in opening branches-never to

invade the territory of a smaller bank and not to establish a branch
if an existing institution could be acquired. In fact, the bank did
not establish a de novo branch until 1907. As a result of a policy
of forbearance toward the smaller banks, these institutions were
kindly disposed toward the Cleveland Trust Co., and we were often-
times given the opportunity of acquiring them later on.
Without fear of contradiction, I can state that our bank has never

been accused but in one instance of having invaded the territory of
a smaller bank, and in that particular case we placed our branch in
a location which we did not consider an invasion of their territory.
Since our principal competitors entered the branch-banking business
this has not held true. So much for the policy which has governed
concerning the establishment of branches.

Regarding the handling of the routine of branches, our board of
directors has been increased from time to time to make room for
directors formerly connected with banks which we have acquired.
In this way they have not been eliminated from the banking business,
but have exercised their authority in a broader field.
We might consider the making of loans under subdivisions of dis-

counts, collateral, and real estate. tvery manager of our 57 branches
has authority to grant discount loans in varying amounts, depending
entirely upon the manager's ability and experience, the authority
ranging from $250 to $5,000.
As regards collateral loans, every branch office is furnished with an

approved list of collateral loan rates and lines enabling it to take care
of customers promptly in case they can offer any of the securities
included in these lists. These collateral loaning rates and lines are
established by a committee of board, offices and managers who revise
the rates from time to time and reestablish them every six months.
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• Managers of all branches take real estate loan applications, which_ are forwarded at once to the Appraisal Bureau at the main office.
They are then brought up at a meeting of the branch managers at
Which the manager who took the application may present his com-

- ments and reasons for desiring to make the loan. If approved at this
39
98 Managers' meeting, bhey are forwarded for final approval of the
45 board.
65
37 I might add that for years the Cleveland Trust Co. has granted
)5 more loans than any institution in northern Ohio. I think I could,
ro
a without fear of contradiction, say that that covers the State of Ohio
lk because, of course, Cleveland is the largest city by far in Ohio.
a

la It is our firm belief that taking care of the application of the smallus'
to borrower is our greatest aid in building up our branches. This state-

ment can be made regarding the other classes of loans besides real
estate.

id In regard to the supervision of branches, this important duty is
)• Placed in the hands of a department of branches under the control of a
In

1. vice president. General management figures are forwarded dailyk.

from each branch to this department and these figures are assembled
nito a consolidated statement by 10 o'clock the following morning.

5 Reports on all subjects are rendered the main office. A close system
e of branch inspection, entirely separate from audit, is also maintained
1 by the branch management department. It is our purpose to give

our managers every opportunity of handling the business of branches
co with the same facility and the same knowledge as if they were serving
1 at the main office. In fact our branch managers have no more trouble
i consulting the various officers and department heads of the bank than
7 the junior officers themselves in our main office which occupies four
a adjoining buildings in the downtown financial center. Our system

not only gives them very desirable experience and knowledge, but it
also permits them to speak on behalf of the lines of credit and loans

r which originate in their territory.
I I am bringing that up to show the personal eontadt of the managers
o Ivvith the business. It is sometimes thought branch banking means

impersonal service for the borrower. That is not true, at least in our
case, and it can be obviated in every case by giving the men who
request loans an opportunity to present their views and their ideas
respecting the loans requested.
Enorder to familarize our branch managers with the work of the

banks, certain ones of them are always present at the meetings of our
Committees. I mean the main meetings at which the executive
Officers of the bank handle the business of the bank.
, As to the audit, the audit department maintains special auditors at
large branches, and all other branches are visited at frequent intervals
hY traveling auditors. Copies of all branch loan records are main-
tained by this department and all movements of cash or collateral
are recorded here.
The department is operated entirely free and independently from

all other departments, and is responsible solely and directly to the
board.
The early criticism of branch banks, was that it was dangerous as it

Rermitted of the withdrawing of funds at too many paying windows.
With the growth of banks to their present size, this criticism loses

...... all its force as the payment of money over the teller's window can notihh..._
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reach proportions to embarrass big city banks. Their withdrawals
through clearance are of much greater importance and, of course, the
Federal reserve system affords security which has done away with the
fear of runs.
A criticism harder to refute is that branch banks established in

small communities are glad to receive the deposits but are unable or
unwilling to take care of the loans of those particular communities.
This criticism, in our opinion, is unfounded. Such a policy would
be extremely detrimental to the growth of the branches of such
bank. Self-interest prevents any well-managed bank adopting such
a policy. The following figures representing the deposits and laons
of the branches of the Cleveland Trust Co. most remote from the
main office, prove conclusively that the Cleveland Trust Co. is
placing at the disposal of its remotest branches loanable funds way
beyond their deposits.
Mr. SEIBERLING. Will you read those figures? They are short, are

they not?
Mr. GREENE. Yes. I was going to comment on them, but I will

read the figures in full. This is as of May 22, just a few days ago.
The total deposits of the Willoughby branch, were $1,955,259.77;

the total loans, $2,890,305.90; the borrowing from the main office
was $938,976.70, showing that they were loaning approximately 50
per cent more than the total deposits.
I made no attempt to select branches which would make any

particular showing. I simply telegraphed Sunday afternoon to bring
me those figures and these are the figures supplied. I said, "Give
me the figures of the three branches farthest away, as to deposits and
loans."
The Lorain branch, which is 30 miles from the center of Cleveland

had total deposits of $3,510,329.67; total loans of $5,465,617.54;
borrowing from main office $1,973,498.52, showing that they were
loaning approximately 65 per cent more than total deposits.
The branch at Painesville had total deposits of $3,224,344.33

total loans of $3,965,243.45; borrowing from main office, $762,041.34,
showing loans of approximately 25 per cent more than total deposits.

It is our experience that when a branch bank fails to grant loans
and credit which the depositor is justified in requesting, that it builds
up the business of its competitor and in case it is the only bank, it
brings about the organization of a new institution. No well-managed
branch bank neglects the reasonable needs of the locality in which
its branches are located.
I should like to lay special emphasis on our experience in that regard.

There seems to be in the minds of those who are opposed to branch
banking the idea that a branch is put in—especially in a small lo-
cality—with the idea of accepting and then withdrawing deposits
and then telling the people their loans are not up to standard. If you
establish a branch in a locality, you are expecting to get their business
and good will, and if you start a policy of that kind, it simply means
that you will not get their good will. Banks are founded on good
will and unless their service corresponds to the desires and needs of
the locality in which they are established, they do not get the good
will, and without the good will you have very little in the banking
business.

1
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To-day there are but 16 banks of all kinds serving'Cleveland and
1,ts suburbs with a population of possibly 1,250,000 people. I mean
DY that the metropolitan district in the narrower sense. I do not
mean by going outside of Cleveland. I mean Cleveland proper, plus
the municipalities immediately connected with it and into which you
Pass from Cleveland without realizing that you are outside of
Cleveland.
Mr. LETTS. You mean 16 banks and branches?
Mr. GREENE. No, sir; 16 banks. That will be explained. That is

the total number of corporations.
Mr. LETTS. I see.
Mr. GREENE. Ten years ago they were double that number, or 35

oanks. Twenty years ago there were 34 banks and in 1900, or 30
Years ago, there were 53 banks. The writer firmly believes that the
16 banks with their hundred or more branches are affording all
classes of depositors, rich and poor, better service than the 53 banks
served Cleveland 30 years ago when the population was possibly one-
t,hird what is to-day. Furthermore, that during the last decade when
ranking has been largely in the big institutions with branches, there
ilite been but one loss to stockholders, that of 15 per cent, and no loss
to depositors. In the decade from 1900 to 1910, however, there were
15 losses to stockholders of from 15 per cent to 100 per cent; seven
total losses to stockholders and five losses to depositors, one of which
Was a loss to depositors of 80 per cent. This improvement in the
solvency of banks is due in large measure to branches of strong well
established banks taking the place of the small-unit bank scattered
throughout the city. The attached table gives in detail these figures.
The CHAIRMAN. Without objection, that will be inserted in the

record at this point.
(The table referred to is printed in full as follows:)

Number of banks in business end of 1900  53
Number of banks added during decade to Dec. 31, 1909  29
issiumber of banks discontinued during decade to Dec. 31, 1909  48
_umber resulting in losses to stockholders (5 to 100 per cent)  15
Umber resulting in total loss to stockholders  7
‘,.'Number resulting in losses to depositors (19 to 80 per cent)  5
IN umber of banks in business Dec. 31, 1909  34
Number of banks in business Jan. 1, 1910  34
II:lumber of banks added during decade to Dec. 31, 1919  8
,umber of banks discontinued during decade to Dec. 31, 1919  7
u1flber resulting in losses to stockholders  1
umber resulting in total loss to stockholders  1
umber resulting in losses to depositors (70 per cent)   1
umber of banks in business Dec. 31, 1919   35
umber of banks in business Jan. 1, 1920  35

IN umber of banks added Jan. 1, 1920 to date  13
l umber of banks discontinued Jan. 1, 1920 to date  32
„umber resulting in losses to stockholders (15 per cent)  1
l'41113aber in business to-day  16

Mr. GREENE. There are a few further comments I should like to
Make on branch banking.
It has been our experience that our branches have grown at a

teeter rate than our main office. It is a little hard to determine just
the basis for that statement or to give convincing figures. But I
Would say that maybe 20 years ago our ratio would have been 75per cent at the main office and 25 per cent at the branches. To-day
It would be possibly 30 per cent for the main office and 70 per cent
for the branches.
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Undoubtedly that change is due to several causes. The two main
factors are convenience to the depositor and the desire to bank nearest
the home or place of business, and that desire is augmented by the
congestion which exists in all big cities.

In taking over branches, we found a great deal of desire on the part
of neighborhood banks to be absorbed. They had probably been
useful in the very beginning in helping to sell real estate and in build-
ing up the little community. When it was built up, they felt. their
duty was done and were glad to have the business carried on and a
continued banking service located in their community; so they were
entirely willing to have a big bank come in and take over the business.
I have never found any great desire on the part of a bank, provided

you paid them a fair price and provided you were in a position to
afford their community or locality and their depositors the right kind
of service, to object to be acquired by a bank. It has in every case
been entirely a friendly negotiation between two parties, feeling they
both got an advantage out of the transaction. I am saying that
because I think there is, in certain parts of the country, the thought
that the big bank in acquiring branches uses its power to acquire
smaller banks through threats. As I say, if that has been done, it
has not been done by us or by any institutions in our territory. When
you do that, you destroy the good will and the purchase, no matter
what you paid for it, in my opinion is a poor one.
I think that local representation on the board, where the board of a

smaller bank contains men who are familiar with large financial
transactions and who qualify for big city banks is distinctly helpful
to the bank, and of course makes this matter easier.
I have spoken about the good will of a bank. I have personally

carried on a great many of these transactions, as I was assigned to that
duty of endeavoring to increase our branch banks for a number of
years, by our late president, Mr. Goff, and I know, from the very
beginning of every one of those negotiations, the question of buying
with the assets, the good will, was regarded as essential, and I know,
from personal knowledge, in the beginning of those operations, that
statement was made, that unless the good will of the stockholders and
the board of that bank went with the purchase, it was not wanted.
If they felt there was any compulsion or threat in it, we asked them to
state it, and the negotiations would be discontinued, because we would
not want the purchase under those conditions.

Possibly the committee would be interested in the basis on which
we used to figure a smaller bank would be worth to a larger institu-
tion desiring to operate that bank, if acquired as a branch.
In every case we made our own appraisal of their assets, and you

can readily imagine that unless we are regarded in a friendly light and
with the utmost confidence, they would not have opened their books
to us, as they invariably did. We used to figure to give them credit,
if they had, we will say, unusually good earnings; we used to take into
consideration, in the case of any premium paid, the cost to us of ac-
quiring new business. You can see how foolish it is for a bank to
spend hundreds of thousands of dollars in 

i
its advertising and in its

new accounts department, and then in service that they render n one
way or another, and which they more or less charge to good will—the
effort to build up their business all the time—and then turn around
and adopt policies that will drive away good business. A bank does
not do that.

L
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1 I am speaking of this because I have read a great deal of the testi-
i 'limy before this committee and I find there is, in the minds of party
e People, the idea that banks do not consider good will. .That is not

the case. Good will is as essential to them, or more essential, than to
I any other lines of business that I have knowledge of.

As I say, they figure that in the acquirement of a bank. The
alternative is the cost of acquiring a like amount of .new business.

r . That can be acquired in two ways; You can establish a. new branch
a In another district and figure until you reach a certain point, the
e establishment of that branch will cost so much money, or you can
k baY an existing institution, and that premium you pay will have a
d direct relation to the cost of building up new business corresponding
o to that of the acquired bank.
d Another factor we consider is whether the location has especially
e ,good opportunity for future growth; in other words, we 

i
acquire a

fr wink not so much for what it has done in the way of earnings n the
t Past, but for what it will do in the future as a branch under our
t management.
e I would like to say further something about the feeling of a small
t contrnunity where we have established a branch. I think it was in
a 1904 or 1905 that we acquired a branch in the city of Lorain. As
r ,,soltle of you may know, Lorain is a mill town, located about 30 miles

'rain Cleveland. I will give you the population of that town in a.
a moment. The banks already located there of course made the most
il of our big bank coming into their community. That was 25 years
d ago, when branch banking was not as well known as now. As a

result of that criticism, and as a result of our policy of conservative
1 oankmg, we lost about 30 or 40 per cent of our accounts. When we
t look that bank over 20 years ago, it had about $300,000 in deposits.
)f It Went down about 30 per cent.
y „Gradually they saw we wanted to accommodate our customers and
g but,e growth of the bank has been steady and we have now in excess
i PI $3,500,000 in that branch. Our manager is chairman of the clear-

1g house committee and is on the friendliest terms with all the other
d 9,anks. Three years ago Lorain was struck with a cyclone. I doubt
I II a bank in Lorain failed to come to us and say how pleased they

o 
re to know that the Cleveland Trust Co. had a branch in that city.1 

.1,-heY were pleased to know that a strong bank like the Cleveland

.,f.'„,rust Co. was located there and enabled to lend money to the city.
h 7_ e made a great many loans to the city and on real estate, to put
a .''2.ern on their feet. There is a little town that learned that a big,

Oilrong.- bank in their community was a distinct asset and I think to-day
u "have the friensdhip of every unit bank in the city of Lorain.

much for the question of the operation of branch banks by our
institution. I want to say frankly I do not think it differs very

t, ro_ Itch from the policies of other banks. They permitted us to pre-
the branch banking business for about 15 years before any of

C'*" t'lle others came into it.
o _ To-day I think, generally speaking, they operate their branches
ts ..un much the same lines, with almost the same detail, as we do. I
90 n37. that because I am not appearing before you as the representative

an institution at all. I am trying to express just my personal
d 4",l_ews on the branch banking situation as our institution sees it, as

result of 30 years of operation.
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The other matter that I wanted to speak on briefly is the question
of the relative merits of branch banking, group banking, and chain
banking.
The CHAIRMAN. In that connection, I wish you would also give us

your views on the areas to which branch banking can proceed. The
comptroller, for instance, as you may know, has recommended to
this committee that branch banking be permitted within trade areas,
without designating just what that trade area should be.
Mr. GREENE. I was coming to that.
The CHAIRMAN. Include that in your analysis, if you please.
Mr. GREENE. Thank you; I shall.
If I were trying to select a textbook on branch banking conditions

at the present time, I believe I would select the records of the hear-
ings before this committee. Frankly, I have been interested in
branch banking, as you see, for 25 or 30 years. I tried to bring my-
self up to date. I tried to find books on it and I visited schools of
business administration. I have talked to head professors of uni-
versities and professors teaching finance and banking, and when I
got all through, I found I got more information and meat out of the
hearings you have held in the last few months than anywhere else,
and I came down here feeling it was hardly necessary for me to talk
about units, branch, group, and chain banking. I have a feeling of
great modesty on that point after poring over the hundreds of pages
of your hearings.
I believe that branch banking is far superior to group and chain

banking, for these reasons, without attempting to go into detail.
Branch banking affords greater safety. By that I mean it

naturally covers a great area and it affords a greater spread in
your loans—more localities and more industries. That is rather
obvious. It is the same principle that affects fire and life insurance
companies. They desire as wide a range and diversity as they can
get, knowing that brings them safety. It is not a guess or an opinion.
In their instance it is founded on the most careful actuarial figures.
The other reason it affords greater safety is that the depositor of

a large branch bank located in his community has back of the branch
the capital, surplus and undivided profits of a very much larger
institution and with the double liability, also, of course, the protection
obviously is very much greater.
For instance, take in the city of Lorain I have spoken of: We would

have a loaning ability of $4,600,000, according to the State regula-
tions and according to Federal reserve regulations, as a member of
that system, a. loaning ability of $2,300,000. That is the rate we
voluntarily run by. That is our own individual rule as well as the
regulation governing rediscounts.
The second reason is the greater ability to care for loans. I have

just taken care of that. I jumped ahead and stated that that is s
a reason for the branch banking system affording greater service to e
community than the unit banking system.

It is much easier to audit. Without going into that, we all know
it would be a most difficult operation completely and simultaneouslY
to audit some of these larger chain systems of banks. I do not know
how you could do it successfully. Of course, it could be done, but

I should think it would cost a great deal and require a great deal ol
checking up of different corporate records, and in some cases they
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are so far separated as to be, in my opinion, pretty nep.rly impossible
for a good and tight audit. The individual banks of some of the chains
extend 2,000 miles.
The CHAIRMAN. You think it would be necessary for the examining

authonties to have access to all holding company records as well asof the different institutions?
Mr. GREENE. Yes, sir; and I think it would have to be simultane-

ous.
The CHAIRMAN. I agree with you on that.
Mr. GREENE. And when you jump into a bank, it is just as import-

ant to check authorizations as the figures. That means the checking
of all figures of all the institutions.
Mr. LETTS. May I ask a question right there, Mr. Chairman?
The CHAIRMAN. You may.

• Mr. LETTS. The holding companies, though, hold many other kinds
of stock than bank stock. So, how would you manage about that?
Mr: GREENE. Let me see if I understand your question. I was

referring more particularly to the holding companies of these big
groups of banks.
Mr. LETTS. And that is what I am thinking of. Some of them hold

not only the stocks of banks but stocks of insurance. companies,
Mortgage companies, abstract companies, and I think quite a variety
of stocks, and you have suggested, in answer to the chairman's
clues. tion, that there ought to be a supervision over the holding com-
Poles; that they ought to be examined and that their holdings ought
to be examined simultaneously.
I am wondering how we are going to create the authority which

Would give an examiner power to inquire into the affairs of a corpora-
Lion which is existing under the laws of Delaware and not a Federal
entity?

N!Ir. GREENE. I think I should have qualified my statement to the
chairman; that my remarks cover the banking business only—that is,
not insurance, abstract and other companies.
Mr. LETTS. In other, words, you mean that 
Mr. GREENE. That is what I had in mind.
Mr: LETTS. The comptroller should have power to simulatneously-

examine the units that compose the group—the banking units?
Mr. GREENE. Yes, sir.
Mr. LETTS. That are controlled or partially owned?
Mr. GREENE. Yes, sir.
Mr. LETTS. Now, let us see what you mean by that. The holding

c°1npany might have the control of the stock or very much less than
cOntrol of the stock of a banking institution; in other words, I am
Simply asking these questions to see if you do not agree that there
would be practical difficulties in respect to that.
Mr. GREENE. Yes, sir; but if we are permanently 
Mr. LETTS. And if those difficulties are insurmountable, it is a

verY, good argument in favor of branch banking.
Mr. GREENE. That is it.
Mr. LETTS. As against the group idea.
Mr. GREENE. I do not mean that it would be impossible properly

t° audit or check these banks. I do state that the auditing of .a
frouP or chain system is not one nearly as simple as to audit a big
u,ank operating a number of branches.
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The CHAIRMAN. But you do think there should be a simultaneous
examination of all the units?
Mr. GREENE. Generally speaking. The examination need not, to

the last degree, be simultaneous, but it has to be as of a fixed date.
You know that auditing backward or auditing as of an arbitrary date
in the past, makes your auditing very difficult because you have to
go through all the transactions of the period since that date to see if
there has been any change in assets or bad accounts from that date
on. I am speaking technically of auditing. When you say "simul-
taneously," it ought to be as of a certain date, and if you do not do it
simultaneously, you make the job enormously difficult. It can be
done theoretically, however, either way.
The CHAIRMAN. You agree if it is actually simultaneously done, it

will be more correct than if it was as of a certain date but actually
on different days? In other words, if there was an examiner or auditor
in each one of the units on the same date checking up the assets as
of that date, it would be a better examination than if there was an
auditor at the head office and then the checking up subsequently of
the records of the units as of that date, in the other units?
MT. GREENE. Yes, sir.
Mr. LETTS. If you do not do that, would there be danger of kiting

of securities and funds from one institution around to another?
Mr. GREENE. In my opinion it would be unfair for me, not having

any experience with a group or chain bank, to speak on that subject..
The CHAIRMAN. On the examination of your institutions, is there

a simultaneous examination; or how is it conducted?
Mr. GREENE. I would like to supply that exactly later, if I may.

I should like to speak to Mr. Houghton about that. I should like
to describe that for you in the record at a later date.
The CHAIRMAN. Without objection, you can place it in the record

at this point.
(The information requested is printed in full, as follows:)
The State examinations are conducted simultaneously at all branches and

main office. These examinations, conducted by the State banking department
are made twice a year at unannounced periods. The Federal reserve examina-
tion is made at infrequent intervals—approximately once a year—and as a rule
covers inspections of loans and investmehts, and is liable to occur simultaneously
with a State examination, in which they accept the State examiner's count of
cash at all offices.

• In addition to the above our offices are examined by the Cleveland clearing-
house examiner about every three or four years, and this is a most thorough and
exhaustive examination, particularly as it relates to loans.

The CHAIRMAN. Now, in regard to Mr. Letts's question about the
examination of affiliated companies with the banks 
Mr. GREENE. Yes.
The CHAIRMAN. Take, for instance, the control of a national bank,

where it is held by an affiliated company, a securities company or
trust company or what not, either under the laws of Delaware or of the
State in which it is operating: Do you not think that it is necessary
for the examining force, if it be a national bank, to have knowledge
of the assets of those affiliated companies, whether. they be insurance
companies, securities companies, finance companies, or trust com-
panies?
Mr. SEIBERLING. Or investment companies.
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The CHAIRMAN. Yes; or investment companies; in other words,
how can the Comptroller of the Currency properly examine a national
bank when the control of that bank is vested in a company which is
doing any one of the classes of business that I referred to?
Mr. GREENE. I should think that the answer to that question would

be that the comptroller or any examining body of a financial institu-
tion, would have to see that the shares of stock in any of this type of
corporations that you named, was at least equal to the book value
at which they are carried on the records of that particular bank.
To do that, he would have a number of ways of doing it. It might
,have a ready market value to indicate its value. He might do it
by an examination of that company; but at least he should assure
himself that the assets which are represented on the books are at
least worth the value set opposite them. That would involve just
What you say.
The CHAIRMAN. It would involve an examination of the assets of

these institutions, would it not?
Mr. GREENE. Unless there was some other way of determining

that value. I take it that a stock that has a ready sale in the open
market might be accepted, as undoubtedly the comptroller does not
investigate such values now. He accepts the market quotation as
the value.
The CHAIRMAN. Do you not think there is some question as to

values established even in the market?
Mr. GREENE. I think if you will disregard values determined by

.the open markets you would take upon yourself a burden that the
banks and the examining force could not handle.
The CHAIRMAN. I have been wondering, Mr. Greene, after observ-

1,71g the situation during the past year, as to whether or not we are
Justified in assuming that market quotations are in all instances a
Proper value. For example, when bank stocks drop from $600 a
share to $185 a share in a day, it is developed that in certain leading
tiecurities the so-called market value is very changeable. There have
l'en times during the past year when there was no market for some
0,1 our best securities when normally there was an active trading day
DY day.
In that connection I point particularly to bank stocks. There is
very slow market generally for bank stocks. It is nothing unusual

Tor bank stocks to fluctuate from 50 to 100 points between trans-

The same thing applies to insurance stocks. It is a question,
stpLerefore, I think, in the determination of real values whether we
„nould accept the market quotations, because of these very wide
uuctuations.
f Mr. GREENE. I would answer your question, Mr. Chairman,
rtaultlY, this way: That in the course of industrial banking history
;Innormal times occur periodically and at long intervals and that the
'aws of regulations can not be established on a basis of those abnormal
fillies. When abnormal times appear a conservative banker has to
extereise an unusual precaution and care, but I think, over a reason-
ule period of time, if you were to -attempt to disregard market

,,values and if you were to make it a duty to analyze everything
utiwn to the bottom, as you would have to do if you disregarded

100138-80—vor, 2 PT 18-2
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market values, you would incur an expense that would be impossible
to bear.
The CHAIRMAN. I realize that, but there is uncertainty in the

so-called market quotations in the open market, and there are many
fictitious values there all the time.
Mr. GREENE. Let me say how I think that has been cared for by

well managed banks. For years the value of listed stocks—and we
are not a Wall Street bank; we are a Mid Western city institution—
the prevailing margin on listed securities was 20 per cent, so that a
man who brought in a high-grade well-known security expected to
borrow up to that amount. When those unusual market conditions
occurred, the banks first lowered their rates to 75 per cent, then
to 66%, and so on, and when the peak of that arrived most banks
were lending on a 50 per cent basis. You would not want, in normal
times, to have the 50 per cent rule apply. That is why I think the
regulations should be based on normal conditions and not on very
abnormal conditions.
The CHAIRMAN. The reason I raised this question was because of

its importance in connection with the very study we are making here.
The trend of the times indicate that the public generally, including
the country banker and the people who are running financial institu-
tions, are turning more and more to market values and stock-exchange
quotations. It has gotten alomst to the point where it is a discrimna-
in the banking business because of the fact that a bank is more and
more looking to a listed value and to a growing extent governs the
the granting or refusal of loans on that basis.
Now, we are in the position where the banks of the country are

being utilized by those people who have money, and we are getting
away from the original idea that the poor man could go in, where he
did not have capital, and develop his business. It is a part of the
whole concentration of business and industry in the United States.
I am wondering how much effect the preaching of that thought has
had in the concentration of loans on stock-exchange collaterals.
Mr. GREENE. I can not agree with you. I think we overlook the

fact we are only six months away from a very unusual period. In
the history of England and France, before us, there have been periods
of intense speculation which produced abnormal conditions, and we
are just coming out of one of them, and the thought that Wall Strret
is drawing the money from the country and especially into listed
securities, which is absolutely true up to the middle of last October or
the first of November, but is is not so true of 1930. In my opinion,
we will get bank into the oridnary and normal conditions, except with
the condition that you must bear in mind, that at the beginning of
the war we sold Liberty bonds to the ordinary person, and that opened
his eyes to the investing of his funds and to other things than his
home and in savings accounts, and he began to invest from 1916 on,
and we have had a great many—smile say millions and others say
less than that—investors in this country in securities that never
owned anything but real estate before that.
As the country gets older and we have more capital, you will have

a gradually increasing supply of funds for investment, both in people
and numbers of dollars, just as they have had abroad, but I do not see
any bad sign in that. I certainly would rather buy securities listed
on the market that affords a ready sale than to buy securities ;iist as



BRANCH, CHAIN, AND GROUP BANKING 1703

good that do not have that, because many a man wants to convert
Ms investment into cash, and investing in securities on the stock
exchange is valuable to him. An exchange well run is an asset to the
Whole country. Of course I am alluding to the higher class of business.
Mr. BEEDY. Mr. Chairman, are we following the rule that each

one of us shall have an opportunity to question the witness?
The CHAIRMAN. I was simply picking up a loose end which I

should not have done. I would like, Mr. Greene, to have you com-
plete your statement.
Mr. BEEDY. Before you do thht, I should like to ask you to tell us

Whether the examinations of your bank and branches are simultaneous
or not. I did not understand why you failed to answer that.
Mr. GREENE. I wanted to be sure.
Mr. BEEDY. Of what?
Mr. GREENE. Of the exact process employed, and I wanted to be

sure for this reason: The Cleveland Trust Co. is examined under the
authority of three different authorities; it is examined by the State
examiner regularly at unknown periods; examined by the Federal
reserve bank examiner, but even more than those two, Cleveland is
one of those cities that employs its own clearing house examiner
and that is the most drastic and most careful audit and analysis that
We have. It is no easy matter to examine 58 offices. I wanted to be
accurate in my statement.
Mr. BEEDY. You have been with them for quite a number of years

and unless you have had a change in the last year or two, I thought
you could tell us whether they put examiners simultaneously in the
branches as well as the head office.
Mr. GREENE. It has been four years since I have been in the active

13anking business. Up to that time I could tell you right off.
Mr. BEEDY. Do they put in examiners in the branches on the same

day they start in the head office?
Mr. HOUGHTON. The State examination is done simultaneously.

The others are more infrequent and I am not so sure about them.
Mr. BEEDY. When the State examiner shows up at the head office,

there are also at least 58 examiners put, on the same day, in the
l•ranches?
Mr. HOUGHTON. They close their business on the same day and

all appear at the branches.
Mr. GREENE. I can answer as to the clearing house examiner. He

counts the cash simultaneously. He does not audit all the other
accounts simultaneously. He can not do it. That is the most
minute examination, of every asset and of every loan. It takes months
to complete it. He does it by going back and taking figures as of a
given period and going through the changes thereafter. May I pro-
ceed, now?
The CHAIRMAN. Yes.

. Mr. GREENE. I was giving reasons why we considered branch bank-
ing far superior to group and chain banking. 1 have said the first
reason was greater safety, greater ability to care for the needs of
People for loanable funds and then we came to the question of greater
ease in auditing.
My fourth reason would be greater fluidity of credit. I do not know

that that is the correct expression, but it permits us to take the
surplus funds of one community and loan it in another locality. It
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is true we are not separated by many miles, but our branches are in
different localities, while, as I pointed out, Loraine, Painesville, and
Willoughby need more funds than their total deposits. We supply
them. There are, undoubtedly, other branches where it is the reverse.
The ability to let your loanable funds flow from one place to

another so they can be available where most needed, is, in my opinion,
much greater in branch banking than in group and chain banking.
The fact it is more economic I do not think I need go into because

one who has appeared before you, at least to the extent I have read
the testimony, admits that. It is obVious that the overhead is greatly
cut down; it is obvious you can put branches in communities that can
not support unit banks; it is obvious that things like advertising,
statistical information and many departments of service which a big
bank must maintain, can be supplied to branches with hardly any
additional cost. For instance, our statistical and credit department
and travel department and steamship department, among other
things—we have just one at the head office that issues steamship
tickets, and the overhead is very greatly reduced.
You may say being more economic to operate is not an advantage

to the public. That is not true. To the extent that business or
individuals require loans or borrowed credit, anything in our system
of banking that reduces the cost, inures to the advantage of every-
body, because it makes the cost of articles less. The general public
are just as much interested in seeing that the banking system is the
most economic that can be adopted, precisely as the bankers them-
selves, and if branch banking is more economical than other forms of
banking in my opinion, that does not inure to the selfish advantage
of the bank stockholders alone. That is an advantage that is shared
not alone by the banks, but by business generally and the investors
and people generally.
The last reason is that it is much easier to regulate and control.

I think this committee has questioned some of the group and chain
bankers and found it was rather difficult—I found it was difficult—
to determine who granted the loan, whether the board of directors of
the holding company or the advistory committee or the board of
directors of the bank or whatnot. Perhaps it would be unwise for me
to say any more than the control and regulation of a bank operating
branches is far easier than the regulation of a group or chain system.
Now, the only criticism that seems to be universally advanced in

favor of group or chain banking as compared with branch banking is
the fact they say group and .chain banking increases local pride,
local interest, and local good will.
I do not believe that is true, and I think our experience proves it is

not true, but if it were true, for the sake of local pride and interest,
are you going to say that group or chain banking is preferable to
branch banking when branch banking is more economical, has greater
safety, affords greater service—in other words, it seems to me that
the advantage is very great indeed as compared with the disadvantage
of branch banking, if that is true, which I do not believe. The dis-
advantage is very small indeed in comparison to the advantages
which you get.
One reason for my statement to that effect is this: There are few,

if any, of group bank advocates who are not themselves using branch
banking, that I think they would use it universally, if permitted, and
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I believe that branch banking would be the one to survive if the two
were put on an equal footing.

If we are correct in saying. branch banking is superior, why. is it
not more generally used? The answer is, as we all know, because the
national bank regulations limit their branches to the city limits where
their home office is located.
The State banks, for the most part, are either restricted in their

brf miles to the city, and second, to the city and the immediately
'contiguous territory—but that is not so important because, without
'exception, almost all the big banks of the country are members of
.the the Federal reserve system and if you are members of the Federal
reserve system, you have the same restriction as the national banks,
and you can not go outside of the city.
Mr. LETTs. You can talk about the desirability of changing that

law, though.
Mr. GREENE. I was hoping to come to that, I believe it is originally

'due to a peculiar tenet in American political history that favor!,
unit banking and possibly makes a big financial institution a matter
'of unpopularity or suspicion. The fact that banks have been un-
Popular since before the American Revolution is absoultely true.
Pur coloni!il banks were put out of business--some of them--becauseit Was said their loaning powers were not applied justly. Two of. the
largest banks in the country at the time of the close of the American
Revolution, the Bank of North America—its recharter was refused
although it got another charter in another State and then Penn-
13Y1.vallia woke up and gave them a charter—that bank is still in
existence, and the Bank of Now York was refused a charter for six
Years, operating in the meantime without. a charter, and is in busi-
ness still. It began business in 1785.
The first United States bank was regarded as unconstitutional and

Ivas so reported to Washington and Jefferson. Hamilton, however,
tame to the rescue and gave them an opinion that made it wise for
YVashington to believe he should go ahead. The first United States
Dank was put out of business because of criticism largely due to
what they said was favoritism.
The second United States bank, of course, got into politics and its

'charter was not renewed for similar reasons.
Then came the Civil War and, in order to sell bonds, the Congress

and the Secretary of the Treasury got up a system that forbid branches
.and it was largely to permit the selling of bonds. So, we have a back-
ground that is opposed to banks operating in large areas and we have
a background that favors the unit. bank. Those are the reasons which
1,tre insistent, but it seems to me that is not the big rule that governsE°

It is because we are a new nation and up to the time of the
great war, the desire for loanable funds has always exceeded the supply
13f funds, and when that condition exists, the unsupplied borrower
naturally objects.
In the development of this country within so short a time—we were

.4 borrower of foreign capital just before the war—there has been a
Mat change in business and banking conditions, and when business
!Ile"' get together now, it is found they have gotten away from the

ea that. it is un-American to have big banks and big business. When
railroads were !liken over by the Government, they were put into

tligger units and we have now almost everywhere, bigger chain stores,
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and so forth, and we have to have them to provide more economical
production.
Why are we more prosperous than England? It is because we have

learned mass production, and we can produce goods, by mass produc-
tion, cheaper than they can. If you could see an article produced in
this country and in England, you would not be surprised to under-
stand why we can make money and they can not.
The antipathy against branch banking is disappearing, in my opin-

ion, and we are on the verge of putting banking on a bigger and
stronger basis. I do not see any disadvantage of going along with
that same tendency in banking as in other lines. If we do not do it,
our banking business will not keep step with the growth of our indus-
trial institutions.
The greater you restrict banks in this wise growth of branch bank-

ing, the more you will centralize it in one or more cities. I think you
should give the banks a chance to develop along those lines, if you
believe, as I do, and we do, that branch banking is safer and more
economical.
There has been some talk of bigger units and the fear of monopoly.

I think a monopoly in the banking business would be extremely unde-
sirable. I can not conceive of anything worse. However, I do not
think there would be any chance of that occurring.
You have a splendid example of that in the big country iust to the

north of us. In Canada, branch banking control is a Dominion mat-
ter. In Canada to-day, with nation-wide branch banking, which I
am not at all advocating at this time, there are 13 chartered banks,
as they say, and that does not include trust companies. So, with
nation-wide branch banking, in a country less developed than ours,
we have 13 banks and a number of trust companies which are doing
a savings banking business and time banking business, and, of course,
we know Newfoundland is not a part of the Dominion, and that 13
banks does not include that colony.
Mr. FENN. The Bank of Montreal is the fiscal agent for that

Province. The Bank of Montreal has a branch at St. Johns and one
at Curly.
Mr. GREENE. What I meant to say was that, in counting Canada,

we had to except Newfoundland, which is not a part of Canada.
Mr. FENN. I go there every year and know the conditions there.
Mr. GREENE. The last matter I wanted to speak of was simply

the matter of what steps, if you did favor the extension of branch
banking, you should take. It seems to me to answer that question—
and I know of no harder one, the time element comes in. At the
present time the country is rushing into group and chain banking so
fast that if any of us should present figures to-day, to-morrow they
would be out of date and we would have to correct our statement.
I started studying this in trying to find out the number of branches
of groups and chains in this country. I gave it up. It could not be
done. I found I was wrong every day I started to check up.

It seems to me we ought to take immediate steps to release branch
banking from the present restricted condition.
What has been generally advocated is permitting them-1 an'

speaking of the immediate development—to operate in the metro-
politan areas. We all know what that means. .

a
a
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I have, in my own city, heard it described as the region in whichthe people in the central city live and are thoroughly familiar. It
might be described as the city and its subsidiary territory in a businessor economic way, the place where the commercial and financial ac-
tivities center.But the trouble of applying that sort of description in a legal way is
that it is too indefinite, and I believe you have got to come to a des-
cription by metes and bounds, and that is very difficult to do, or by
political subdivisions.
My suggestion would be a county and contiguous counties. That

Ivould give you an area considerably beyond the present situation.
would not be an extension which would involve any greater restric-

tions of banking business or any very great change. 'Why do I say it is
unportant? We all know that the unit banker is having a harder
and harder time to exist.
At the present time there are many growing communities outside

of the city which have no banking connections and are not likely to
get them. Those are the communities that are growing vastly.
if you examine the census of any great city, you will find that the
central portion is standing still and the suburbs are jumping up say
500 per cent. I was amazed to see the figures of communities around
Cleveland. They are not getting any banking facilities. There is no
small bank being organized to-day. That has stopped.
Branch banks are not allowed to go there. So, there they are.

i'-heY are simply adding to the difficulties of congestion and holding
oack the economic growth of those communities.
Mr. BEERY. You may know this, but your suggestion is not an

iUntried idea of branches n a county and contiguous counties. That
Is the law in my own State of Mame and it has worked very, very
Sat

isfactorily.
Mr. GREENE. I doubt, then, if I could suggest anything new to
coimnittee. I think you have had everything suggested to you.

„ I know that is not a new situation, but I know that is something
t.snat is required now. I do not think that would be adequate for
163, 4, or 5 years from now because, by that time, the group and chain
Lanidng systems will have grown to tremendous proportions and
tiratich banking will not be able to keep up with them, and you will
liave adopted a system less safe and less economical and less desirable.
Now, the next problem is one to which I feel no one would feel he

?ad a safe and wise solution. I think we should gradually step up
ft° state-wide branch banking. I think that ought to come within
bux„,ee to five years. I think it ought to come within that time.
cuhe next step, I think, would be what we have heard so much

ias"%lt—the trade or economic area branch banking. I believe there
,greater difficulty in defining that than the metropolitan area.

:Plat a trade area is, no two men describe exactly alike, and the prac-
tical problem that involves this banking business, it seems to me, isthis
The underlying principle is to provide an area in which there is
'aufficient diversity to insure safety to the banking business. That

l'ea in New York State, Pennsylvania:, and Ohio is one matter and
!Ic:other matter in Nevada, Montana, Idaho, and so forth; in other
,words, any law that you might devise which would provide sufficient
t'erritory for diversity in the far West or Northwest might be a very
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large territory in the congested East. When that time comes, I believe
you might form a committee—this is not a personal suggestion: I 

ihave heard t from others—but supposing you had a law authorizing
committee composed of the Secretary of the Treasury, the Comptrol-
ler of the Currency and the Governor of the Federal Reserve Board,
with authority to widen the scope of branch banking, based on the
principle that a wider field was necessary, in my opinion, that would
be one effective way of handling that situation.
The only other thought that I have in this matter is this—and this

is a big problem: The minute you cross the State line in branch
banking, you bring at once into question whether the country is
better off with one system of banks or two systems. I am alluding
to our present two systems of banking.
The CHAIRMAN. You mean State and national?
Mr. GREENE. Yes, sir. When the Federal reserve system was

formulated, you will remember that Professor Willis spoke at great
length on whether or not it meant banks would be gathered together
in one system. At that time there was a distinct difference between
the two sets. Generally speaking, the national banks took care of
demand deposits and took care of temporary borrowers, and the
State banks generally speaking did the savings business of the
country and took care of long-time borrowers.
Now most long-time borrowing is generally considered a real estate

proposition, together with bond buying or fractional parts of mort-
gages. There was a marked distinction between the scope of business
transacted by those two great systems.
What happened? Since the Federal reserve system was in-

augurated, and more especially since the national banking system
began to suffer inroads, the differences between the two systems had
practically disappeared, except for the fundamental differenoe that
national banks get their charters from the national Government and
are examined by it. You have, one by one, given to national banks
the right to operate savings departments and loan on real estate,
and an indefinite charter instead of a limited charter, and there have
been other changes which have made the two plans so similar to-day
that it is hard to distinguish their business and scope except, as
say, the source of their charter and their examination.

Undoubtedly, when you get to branch banking, as I firmly believe
you will, and cross State lines, it seems to me the natural tendency
would be to pass over into the national system and you will have
one system of banking business instead of two. I think that is worthif
of consideration as one of the results of what is likely to happen when
you Cross over. •
Of course, the other way would be still to maintain these holding

companies which would be, in my opinion, superhanks.
Now, I want to say I do not believe there is any advocate for

branch banking that has anything but an utmost repugnance to the
idea that a monopoly of the banking business should exist. That
fear, I think, lies in the minds of some people who are opposed to
branch banking.
I think, Mr. Chairman, that is all I care to say on those two sub

jects. I shall be glad now to endeavor to answer any questions.
Mr. LUCE. Mr. Greene, I should like to express my personal

appreciation of your particularly clear, thoughtful, and helpful
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!tatement. Possibly you can take us still further in a matter that
nag not received much attention in these hearings.
Last evening I was reading an article on investment trusts in which

!.he writer made the prediction that within no long time, individual
holdings of bank stocks would disappear; that all the stocks—at any
rate of the important institutions—would be held by a new form of
ownership known as investment trusts. That prompts me to inquireor to make some inquiry about the stockholders in the banking insti-
tutions. As a matter of practical banking experience, do you find it
'flakes any difference to you who owns the stock?
Mr. GREENE. I think I do. I believe the ownership of bank

stocks by individuals, if not necessary, is extremely advisable. I
would look askance at a future situation that placea the control of
our great banking institutions in any hands except in the hands of
°len of—I mean personal holdings—of men of the highest personal
experience. I do not believe there will come a time when the bank
Stocks of great banks would all fall into the hands of investmenttrusts.
Mr. LucE. In the daily conduct of your bank, how often do you

Ile" anything from your stockholders? What part do they play in
the conduct of your frank? We have been told much about the rela-
tIon of directors and officers on this subject. It has been urged by
nose who defend group banking that the personality of the president
and the directors and other officers is of importance to the smaller
e.onimunities. I do not recall that anybody has dicsussed the prac-
tIoal relation of the stockholder, and my observation has been, scanty
0 be sure, that the personality of the stockholder did not cut much
ligure in the conduct of a bank.
Mr. GREENE. I should like to answer that question in this way,

thfkt if by that you mean the individual stockholder attempts, by
cailin.g on the officers at the office and urging any particular course
°.r Criticism of any particular transaction, I think there is practically
1,Ittle or none of that. But the good will of that stockholder is some-

that is very essential and if that stockholder ceases to hold that
tlic in the highest estimation, the bank will know it very quickly.
it is the indirect influence of that stockholder that is more essen-

ttal, I think, than any other element. You are dealing with a business
nuat is unquestionably the most sensitive to good will of any in the
“111111try.

If the stockholders become critical or suspicious what will the
Rublic do? He is interested in an impersonal way. He can go across
the street and do his business with another bank. So, although the
5,ockholder may not take any direct personal interest in the bank,
%directly, he is doing it all the time.
Mr. LucE. What possible way would there be to prevent this

r„rtleess of which I have spoken—the absorption of bank stock by
"vestment trusts?
x‘ Mr. GREENE. That is one of the problems of investment trusts. I
,°uld say that, as far as I know, whenever a bank has had any

i!'terior motive other than the profitable transaction of the banking
"Lusiness, it has failed, And when the franking business gets involved
i7 an unimportant part of any other business, in my opinion, it will

8° 
7 a dark day for the banking business; in other words, I think it

could always be a business by itself.
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There is a way which used to be recognized—it was recognized, I
think, in the first United States Bank—of lessening the voting power
as the size of the holding increases. I do not know whether that is
practical or not.
We are just talking about theories. I have no definite thought,

but I am saying that I think there is something to be said about the
fear you express, and I am wondering if the restriction in the owner-
ship of a bank might do some harm. You have an absolute restric-
tion of corporation beyond certain extent. You might lessen the
voting power.

Thirdly, I think a bank should not have any other motive except
to conduct its own business for profit, for if it is not conducted for
profit, it is not well run.
Mr. LUCE. Are there any indications that, in your own institu-

tions, investment trusts are already effective?
Mr. GREENE. I am pleased to say that two or three times I read

in the press we were being bought up, but when we came to investi-
gate it, we found it was infinitesimal.
Mr. LUCE. Is the stock of your bank listed on the local exchange?
MT. GREENE. Yes, sir.
Mr. LUCE. Then, as fast as it is offered, it can be taken up by

investment trusts?
Mr. GREENE. It can, but I have no fear—I do not say it could not

be done, but it has not been done—but I would say that we would
view it with concern if it had happened.
Mr. LUCE. We have had, in the last two or three years, an excep-

tional amount of propaganda in favor of the ownership of bank stocks.
In fact, books have been written to show how far they exceed anY
other forms of investment, in their promises and I see no obstacle
myself in the way of your individual holdings in your bank disappear-
ing sooner or later.
Mr. GREENE. I believe when they do, sir, there will be other banks

formed.
I think you failed to appreciate—and I do not say it inviduously—

this powerful influence of good will.
Mr. FENN. You are familiar with the Canadian system, I take it,

from your reference here to the 13 banks of Canada?
Mr. GREENE. Generally speaking.
Mr. FENN., Perhaps you can inform us in regard to this: Have the

investment trust systems grown to any extent in Canada; in other
words, are the holdings of these great branch banks—the Bank of
Nova Scotia, the Bank of Commerce and the Bank of Montreal, for
instance—held to any extent by investment trusts, that you know of?
Mr. GREENE. I have personal knowledge of one holding only. I

could not answer that accurately. I would say that my general im-
pression is that it is probably done in some instances, but on a smal.
ler scale than here, but probably, I presume, they will follow us a
little slower and to a little less extent.
Mr. FENN. Do you Mow whether or not the Bank of Montreal

still pursues its old practice of requiring that the purchaser of stock
in that bank must meet the approval of the Board of Governors?
Mr. GREENE. No, sir; I do not.
Mr. FENN. They had that system some years ago and in the

transfers of shares of their stock held by estates, it involved difficul.

a
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ties at times. I know of an estate in my own city where they had togo through considerable red tape as they call it, in order to get that
,Ifausfer of the stock in the estate; where they had to ascertain whether
me people who were to receive the stock were agreeable to the Boardof Governors of the bank.
Mr. LETTS. Was that an effort to keep it a closed situation?
Mr. FENN. I am not passing on that. It may have been to keep

control of the bank where they wanted it. They may have abro-
rted that rule. If they have not, that would prevent an investment
trust getting the stock of that particular bank.
Mr. GREENE. I could not answer that. I presume their custom is

Much as our own.
Mr. FENN. The Canadian system allows branches outside of

-;itnada. The Bank of Nova Scotia has a branch in New found-
laud and also through the West Indies, and of course our own national
auks are authorized to have branches in foreign countries and I

tresuin( that has grown to a considerable extent, but we have noranCheS in Canada, as I understand it. That is all I have, and I
thank you very much.
k Mr. REEDY. I understand your thought is that as long as you can
4eeP the ownership of bank stocks in the hands of individuals and your
stockholders are satisfied, they are active agents for the well being of
.rour bank at all times. That is, of course, true. I know that works
'ro.,,u1 personal experience.
but your fear—and I just want to get a step further—how will the.ear of the ownership of your bank stocks by investment trusts work

121 that respect? Let us assume that an investment trust buys a large
4",1,°ck of stock in your bank: There are a great many stockholders m
1'110 investment trust. A great many of us own shares in investment
trusts to-day. We are familiar, to a greater or less extent, with the
ridings of that investment trust. Now, it has holdings in a big local
ank• We want to see that bank thrive and as long as that bank is,!irrying. on a legitimate banking business and meeting the needs of

611e community, why are we not assets to that bank and to the corn-
unity through our holdings of the stock of that investment trust?

w.Mr. GREENE. Mr. Chairman, is it possible to answer that question
about it being made a matter of record?
The CHAIRMAN. Unless the committee objects, we will be glad to

:11., 11r you off the record. The newspaper men are present, however.
Luc ears of the world are listening. However, these are good boys,
it if you ask them not to mention it, I am sure they will not publish

(Discussion off the record.)
0,14r. BEEDY. You think there is a greater danger that flows from
Ze control or ownership of the stock of a bank by an investment trust

by individuals or groups of individuals?
'Air. GREENE.' Of course it may be only an economic step in our

e„eveloPment. I am inclined to think we have had too little experi-
ee with investment trusts to pass on them. After they have

"Perated 10 or 20 years we will get a fair view of the results of theirolot„erations.
trk"blen you say "investment trust," that is quite a general term.
4e3T differ considerably in their nature and it is pretty hard to

gellerahz. e about them and be fair to them. There are some that are
achnirable and some not so admirable.
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Mr. BEEDY. You have foreshadowed what your answer will be to
this question, but assuming that a bank administers trust estates,
would you consider it a wholesome or wise policy for your bank to be
also engaged in the underwriting of securities.
Mr. GREENE. I see nothing that is improper in the underwriting

of securities, provided they are carefully chosen.
Mr. BEEDY. In other words, you think it is a perfectly wise policy

for a bank to put itself in a position to underwrite securities when it
handles trust estates and is an agent to buy securities for those trust
estates?
Mr. GREENE. No. You spoke of a different thing. If you mean

to sell to the trust securities at a profit to themselves, of course, that
is improper and illegal and it is not done by good institutions.
Mr. BEEDY. That is being done, of course, somewhat generallY

now. A bank will set up an affiliated investment trust company and
buy and sell securities and at the same time, although it is a separate
legal entity from the bank itself, it is selling and buying through 45
securities affiliate.
Mr. GREENE. I do not think that practice is carried on by the

highest type of institutions.
Mr. BEEDY. If you have read these hearings, you will see that it is

being done.
Mr. SEIBERLING. I have iust three questions I want to ask.

wanted to know if you will discuss, for a minute, the need of corpora
tions for acceptable paper for rediscount in the Federal reserve banks
—whether the right to rediscount should be liberalized and broadened
out.
Mr. GREENE. I think, Mr. Seiberling is referring to the comments

made that the corporations are not, at the present time, desirous of
borrowing, and consequently, the banks find themselves short of
paper discountable at the Federal reserve banks.
The CHAIRMAN. I do not know what is in Mr. Seiberling's mind,

but there is presented to us here the problem of making eligible for
rediscount installment paper, investment banker's paper, dealers ni
municipal securities and. mortgage bond people, who are seeking to
make mortgage bonds eligible for rediscount. There is a movement
also to make other bonds eligible for rediscount.
Mr. GREENE. I think the question divides itself into two parts;

in the first place, the scarcity of that paper is due to a factor of the
same high prices for stocks and the speculation we had last year, and
that is, these corporations found it possible to put out their stock to
their stockholders at a rate which was considerably lower than their
dividend rate and they were wise enough to seize the opportunity.
The stockholder was glad to buy the stock and the companies im-
proved their statement and sold hundreds of thousands of stock to
stockholders through rights, which stockholders either used the
rights or some one took his place, and that strengthened the position
of a great many of our big corporations. It was a wise thing for themn
to do, but it took them out of the borrowing column. That is
temporary situation that will not happen again.
I think the scarcity of paper that is eligible is again due to abnormal

conditions. We will assume, for instance, that there is a $2,000,000
corporation. Its stock is selling at 120 and paying 4 per cent divi-

• -- -al
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(lends. There were many stocks selling on as high a basis as that last
Such a condition enabled corporations to sell new stock to

their own stockholders, at, say, 80 and greatly improve their state-
'Bent. If they had bonds outstanding bearing 5)4 or 6 per cent,they could retire such bonds or preferred stock, or if no such bonds or
stock were outstanding they could make additions with their new
capital furnished by stockholders on a basis of 5 per cent for the new
Itn,.,°11eY (a 4 per cent stock costing 80). They could even afford to

up their temporary borrowings with the proceeds of stock on
this basis. Everybody was happy and it was a good thing because
!long came the depression and our big corporations were probably
In as good shape as they had ever been. At any rate it helped the
ee orations.
•ew,I believe we will go back to a condition of normalcy and banks

"11 again have more paper than they have had lately.
The CRAiamAN. You think the corporate interests of the country 

aregoing to surrender their snug position that they occupy now? 
r. GREENE. The corporations might be unwilling to give up their

stnilg position, but it depends on the willingness of stockholders to pay
'or new stock on a basis of return very unattractive under normal
conditions.
„I speak of that very feelingly because I participated in some of
Luose rights at prices that were not as favorable as I thought theyWere.
L The other principle involved, Mr. Seiberling, is this: It cost a small
nk a great deal to join the Federal reserve. If that bank does not

nave the class of paper to offer, his benefit is not as great as it should

there
His earnings are reduced in the par collection of checks. If
were a way properly to broaden a little the ability of the average

mnank to borrow from the Federal reserve, I am inclined to think it
Would be a desirable thing.
That involves four things. He only gets 6 per cent on his capital_ 
nd no interest on his deposits. If he does not have the notes and

teelyities to offer as collateral, he does not get the benefit for which
ls paying, and in the meantime he has given up what he used to

"'lake in the collection of checks.
That is their situation. I am inclined to think there ought to be

t°8sibly a little relief, especially if you are trying to get the smaller
allks into the Federal reserve system.

NT Mr. SEIBERLING. What is your judgment as to the influence of
ew York banks on outside banks as to whether it has increased or

1111, 
Mr. GREENE. GREENE. The Federal reserve banks, in my opinion, have
7ttY nearly completely changed the situation. In former times,
0,re the Federal reserve, a bank feared two things; one, a run on

frif and it feared a general panic or depression. It felt it had. to be
itrtlfied against that condition. Any bank in an ordinary city felt
4,21'llst have a very good friend in the banking world in a reserve city,

i144 If t was in a reserve city, it wanted to be in contact with a bank
a,central reserve city; so it pyramidediup to New York; n other

N°1.ns,
Y 
You felt you must be on time ie utmost good terms with a bank n

eW ork.
That situation has changed. You still carry a handsome balance

in ew York, but the bank in New York is the recipient of your favor
Stead of your being a possible solicitor of loans from it.
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To-day the banks of New York call on their correspondent
throughout the country, whereas formerly it used to be the bank
throughout the country that called very humbly on their New Yorl
correspondent.
Mr. SEIBERLING. There has been a great deal of discussion in re

gard to segregating assets and having certain secured deposits, tini
deposits, and giving them a preference.
Mr. GREENE. I think the time for segregation of assets has passed

With the bigger banking units, it is not necessary and there is n(
fundamental difference between the different classes of depositors
They are all loamng their money to the banks. One is lendmg it o!
a time contract at a higher rate of interest and the other is lending 11
at either no interest or at a low rate, payable on demand. I feel thal
the segregation of assets which might have been desirable in soul(
States and under some conditions, has ceased to be desirable. I d(
not think they need that protection.

If you throw that protection around savings, you tend to lower till
rates the banks can pay. I think it is far better to let all depositoy
come in on the same basis.
Mr. SEIBERLING. I understand you have had a policy in your bant

to charge 6 per cent on your loans, and that has held good in btu]
times and good times for a great many years?
Mr. GREENE. That is true; that is, we went through the war with'

out raising our rate above 6 per cent.
The CHAIRMAN. Which war do you mean?
Mr. GREENE. The Great War. [Laughter.]
Mr. SEIBERLING. That is all I have, Mr. Chairman.
Mrs. PRATT. I assume you think the day of the unit bank loll

passed?
Mr. GREENE. I do.
Mrs. PRATT. In speaking of areas in which branch banks might

be established, you apparently would be in favor of having a flexible
provision in any legislation, by which those areas could be changed
from time to time. Do you think it is possible to lay down a definite

area at this time?
Mr. GREENE. I believe there ought to be a general rule, but if

that rule or restriction did not permit of banks getting the propel
diversity of business, that then the exception should be permitted to
order to make our banks of the whole country—put them in the
safest and highest position possible.
Mrs. PRATT. That would require a provision in the original lily,'

You could not legislate on individual cases each time.
Mr. GREENE. I think you are coming to nation-wide banking.,

That is going to be a long ways off, but every argument for branch
banking, if it is sound, is sound for a larger and larger territory; II
other words, you are going to come some day to the most economical

and safest system of banking that you can obtain, and I believe 
that

that is ultimately branch banking on a nation-wide scale.
Mrs. PRATT. I think you spoke of the good will of the stockholder

as being of such value to the banks in connection with the success of

banking in a community. Is it not true that the stockholder p831
very little attention to the conduct of the bank? Is it not true that
they sign their voting proxies almost unthinkingly, and is it not also,
true they take very little interest until after something has happenea
to the bank?

ti
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, Mr. GREENE. I think that is true except I think when anything
1,1aPpens which in any way lessens the prestige of the bank, they
become active. When you become active you do not go to the office
and protest, but you are indirectly contributing to the good will of
that. bank and the reputation of that bank. That bank is extremely
8,!)nsitave to what its stockholders think; in other words, if a man says,

am a considerable stockholder of that bank and I am dissatisfied
with their policy and the credits they have extended," that has a
Parlous effect on that bank and the bank knows it and it so conducts
itself that it will avoid that criticism.
• Mrs. PRATT. Theoretically that is true, but it is not true of an
Illvetnient company or a holding company that they make a Freater
unauiess of following the conduct of a bank than the individual
Stockholder? I know of very few stockholders who, it seems to me,
RaY the slightest attention to the conduct of a bank. I mean by
Lilat the average lay individual, and there are lots of us. I can not
See .that those people would look into the management of a bank
unt.il there was fe rumor that something was wrong with the bank,
while the investment trust makes it its daily business to watch the
conduct of the bank.
Mr. GREEIE. Of course we have different ideas of just what we

Inean by "investment trusts."
Mrs. PRATT. I was speaking more of holding companies.
M r. GREENE. You mean the big holding companies?
Mrs. PRATT. Yes.
Aix!. GREENE. You are speaking of group banking.

rS. PRATT. Yes.
i int% GREENE. I misunderstood your question. Of purse that stock
:I'. Just the same as the bank stock. I do not think there is any
2fierence. Assume that a holding company got into the hands of
In unscrupulous crowd and they controlled the management of those
.tuianks; it is no different than if the management of a bank got into

c9ndition; in other words, public opinion will deal with the two
°,.1tuations exactly alike. I do not believe there is very much differ-
nee; in other words, the stockholder of a holding company would be

more active than the stockholder of a bank. It would make no
1,uerence.
b. Supposing you were to take, say, the five leading banks in New:tork City—for example, the Chase, the National City, the Guaranty,
,tild so forth, and you put them all together and exchanged the
'lock of those companies: I do not think it will increase or decrease
Vur activities. I think the good will and reputation will affect the
ank business exactly alike in either case.

rs. PRATT. We have had considerable testimony here to the effect,
b uink, that these holding companies which buy these little unit
ti,aa.s or rather get the stock of little unit banks, feel their system is
i.su,c ideal system in that they are preserving in the community the
wiloPendent interest of the people and the good will of the people as
hne,'1,.as preserving the local management of, those banks, and yet the
Dv." a'ng company has a supervising interest and is always on .its
Zitiard to watch those banks and advise and criticize them. I. think

tt.t was Mr. Wakefield's testimony. You feel that that is less
"Isfactory than the branch system?
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Mr. GREENE. I certainly do, for two reasons: In the first place,.I
do not think that question of good will would be so recognized if it
was known it was done at the expense of safety and service. They
do not know that.

Mrs. PRATT. They would not grant that.
Mr. GREENE. In the second place, they do not know what the

advantages of branch banking would give them. There eaters into
this, this fact: You get a narrowing profit in the banking business.
Your expenses are greatly increased. Now, which one will survive?
It is bound to be the one that is the most economcial. You can not
get the service in the unit bank that you can render through the
branch bank. For instance, take the statistical service, advertising
and many other services: I think in those parts of the country where
there is a rabid antipathy to any kind of banking, whether unit/
group, or what not, it is because they do not appreciate thoroughlY
the qualities of the other system.
Mr. BUSBY. You say you are pretty sure we are coming to natiofl.

wide branch banking?
Mr. GREENE. In the far future.
Mr. BUSBY. You suggested that we would be to the trade are'

period within three or four years?
Mr. GREENE. I think my steps were the county and contiguous

counties and then the trade area and then nation-wide branch
branch banking.
Mr. BUSBY. Why do you come to the conclusion we will ha -

nation-wide branch banking within a relatively short time?
Mr. GREENE. Because the entire trend of the country is to bigger

units in industry as well as everything else; because of this rule of
letting your credit flow from a place where there are surplus funds
to a place where it is needed most; because of the economy you are
giving and, in the end, where a system is the safest and the most
economical and renders the greatest service—which I thoroughlt
believe branch banking would do—you are bound to come to it.
think that the extension of branch banking to the limits of the
country in the last analysis is bound to come.
Mr. BUSBY. Have you given any thought to the possible nuniber

of systems that will be in operation at the time we reach nation-
wide branch banking?
Mr. GREENE. I think that will hasten the privilege to do branch

banking because the group system, if they take another jump or two,
as they have already done, will be across the country. One grouP
is across the country already.
Mr. BUSBY. I was speaking about the limited number of systern4

in operation when you reached nation-wide branch banking.
Mr. GREENE. If Canada had 13 banking systems, not counting

trust companies, with 8,000,000 people, I think we will have mani
times that number for a country of 120,000 people.
Mr. BUSBY. But practically five of the Canadian banks do most of

the business done there. ,Is not that true?
MT. GREENE. Yes.
Mr. BUSBY We do not have the system of chains that they have.

They go out into the country ahead of the railroads and operate thSt
office for two or three or four years at a loss. That is not the expel'
ence we have had in establishing branches in this country.
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Mr. GREENE. I think it is. We do not expect to have a branch
nliake money for us for two or three years.,..
, BUSBY. Do you not make an examination of that community
irom the standpoint of a paying banking business?
Mr. GREENE. Well, we build for the future.
Mr. BUSBY. And do you not select an independent bank when yougo to take it over as a branch, that is really on a sound basis?
Mr. GREENE. We would not acquire a bank as a unit bank for

operation as a branch, unless it was on a sound basis, naturally.
Mr. BUSBY. And you would not acquire that bank unless it was in

a good territory for banking development?
Mr. GREENE. That is correct.

t, Air. BUSBY. That puts you in the attitude of the oil companies
ila„t go into proven fields and invest and put their holdings into oil
weimils where the field has been proven by the wild cat, does it not?

Ivir. GREENE. I think—
Mr. BUSBY. I think there is the same similarity between taking!ver established banks and the oil companies taking over oil wells in
Pi,roven field. You are getting the benefit of what has been proven.
"Ir. GREENE. I do not think there is a similarity between bankingalld the oil business for this reason: The oil man takes a great risk

ta/vil:th a chance for a great profit. In the banking business there
r
°

uld not be any chance for great profit. When you compare the
ling business with the driving of oil wells, I do not feel there is

antsimilarity.
h Mr. BUSBY. If you pioneer in the banking business, you can not
00Pe for much except the development of the community and a
▪ return on the capital investment
b r• GREENE. I think you have gotten the idea that the banking
t siness is too cold-blooded in that matter. A banker is watching
roe growth of his city and community all the time. You see a cross-

as the beginning of a neighborhood center. You will say,
Nr-Lnis is a community that is going to be populated by working men."▪ ou should bear in mind that the poor man is a better business pros-

for a bank than the rich man. We would rather be a banker
Poor men than for very rich men. If you feel that that territory

to g°iI?g to be built up by average wage earnings, you will be willing
th go In there and take a loss for two or three years. We have done
boa!, Many of our branches that you call de novo branches have to

,ouilt up to the point where they will make money. We plan also
Oglie banking business.

Busur. Most all of the systems that have been presented here
11;!, into good fields in proven territory and took over the best banks.

hr'Ir. GREENE. That is rather different. You are not talking about
'nal banking; you are talking about group banking.

h„,s r.• BUSBY. I am talking about both. I have not seen many
Ving around for doubtful places.

T. GREENE. We simple ask for an opportunity to develop--
r• BUSBY. But your ultimate object is to make money.

NIr.• GREENE. Yes, sir.
th"ir. BUSBY. Do you think the country would have developed in
hie rapid manner it has if it had to depend on group or branch bank-g to establish contacts?

100136-30—voL 2 1.1, 13_3



1718 BRANCH, CHAIN, AND GROUP BANKING

Mr. GREENE. I think it would have developed faster.
Mr. BUSBY. I wish you would tell me why, when your systeo

gives no ear to anything except absolutely sound secunty for °vet/
loan that it puts out. It takes nothing of the towns that is incident
to developing a community or property.
Mr. GREENE. Mr. Busby, I do not think you understand that vie

have loaned millions on unsecured paper, where we have nothing
but the character of the borrower back of it.
Mr. BUSBY. I do not know what character of paper you take.
Mr. GREENE. We have made loans which take page after page to

record at each meeting. I. called once upon a New York banker Who
showed me all their maturing notes for one month. They were all 00
one page of that sort (indicating). We have a discount committee
that goes over our maturing unsecured loans once a week. It is e
closely typewritten report and runs from 24 to 35 pages of loans each
week, some notes being as small as $25. We have 525,000 depositors/
most of them people of small means. I do not think you understarla
our situation.
Mr. BUSBY. Coming back to the idea that the banking situation

would become nation-wide and be consolidated into larger and larger
groups and that that is in line with all the other business activities
in the country at the present time, can you visualize the situation
regard to the mass of the people when control of banking credits and
business has gone into the hands of gigantic holding corporations and
into the hands of extensive groups of bank credits and chain store
operators and all those things? What will be the situation of the
masses at that time?
Mr. GREENE. I think it will be better than it is now.
Mr. BUSBY. Now, coming to the size of a town in which an inde'

pendent bank could be operated successfully
Mr. GREENE. An independent bank?
Mr. BUSBY. Yes. bi
Mr. GREENE. You are getting down to the smallest communitY

where you could put a bank? Remember, I am sympathetic with
your idea.
Mr. BUSBY. I have not expressed my idea. I am trying to get So

yours along certain lines.
Mr. GREENE. I think that the system that could afford to go int° e(

the smaller community is the branch-banking system and not the ha
group or unit system.
Mr. BUSBY. Do you think that a town of four or five thousand

people could operate an independent bank successfully?
Mr. GREENE. Not an independent bank.
Mr. BUSBY. Do you not think the metropolitan center is especiallY

adapted to your type of banking, whereas the more sparsely settled
communities are more adapted to unit banks?
Mr. GREENE. No; I do not think so. I think the branch is Blob

to excel the unit bank by less margin in the congested district thajl
in the other.
Mr. BUSBY. In my district, there is not a town with 5,000 peoPle th

in it and yet we have dozens of banks that pay more than 25 per cell' Se(
on their stock. What kind of argument is this you gentlemen Ore

('presenting from the metropolitan centers, when you tell us we can 001 th 

operate those banks?

a
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Mr. GREENE. For instance, what would the relation of capital and
surplus of the bank to its deposits be? You say 25 per cent on the
capital. That depends on how much surplus there is.
„ Mr. BUSBY. I can only answer that by saying we have had but
64 bank failures in the last 10 years out oi seine three hundred
F'dd banks in Mississippi. The relation is such that they appear toDe thoroughly sound and that is all that can be required.
Mr. GREENE. I think that is a splendid record.
Mr. BUSBY. And yet the argument you make coming from metro-

eolitan centers, would put every bank in my district into a branch.
8,ee the physical facts that refute your statements and I do not
eli..'eve them for that reason. I am bringing you concrete instances

'°....You may get my point of view.
mr. GREENE. I never want to see them in one banking system,

:44 assume the banks became the branches of five branch banking
qatems, operated from the head office in the largest metropolis in
li?or State. I say this, that given those same banks and putting°to into competing branch systems and then operating—

r. Would they develop the communities in small towns,with the same sympathy and feeling that they have built those towns
tbeir present situation?

6,-mr. GREENE. I think more so. Why, in Lorain, are we lending
a Per cent more than our total deposits? It is because we have other
Po tees where the reverse is true.
it Mr. BUSBY. I can answer that by saying I imagine you are lending
to well-established individuals with well-established lines of credit,
You are not developing any new lines of credit ab initio.

air. GREENE. We would not lend to anybody without proper
41.11rit

wi
y.

A zr. BUSBY. Now, I want to read to you from an ad that is in the
.g•merican Bankers' Journal on page 1080. It reads as follows:
bkilhero is one inspiring element more noticeable than another in present-day
aporrsa, which lifts it to a more human plane, it is the element of sport. Not

as a recreation, diversion, or pastime, but sport as a game. The humanr, of building men and things to the service of man.
is 'any successful business man the game he likes best. Invariably the answer
sc; L'IlY business." He is playing the game. No little white ball holds his eyeInentently ; no gun or rod, blue water or trackless sky, call to him so deeply,
eo:ValY, or physically. The records he breaks are those set by his budget:
lia:n Sales, inventory, turnover; his medals, profits, and the knowledge that heulayed the game well.
41 8 a great game, business. Some weaken, but the game goes on.
OW, that is the position of the big banker, is it not?

SEIBERLING. You might tell him the story of what you did
Lorain after the cyclone.

wbw-;r. BUSBY. I want to reach these gentlemen who believe that the
,10e banking business of the country should be tied in systems reach-
re,- coast to coast.
GREENE. I am opposed to that strongly.

losTr. BUSBY. You intimated that at the crossroads workmen settle
tii4o Place their money in the banks and. kept it there for awhile and
! rich man spends his money. One is holding on to his finances
'Vilely and the other is playing this game.
thr7r. GREENE. Let me tell you exactly what I meant. We make
"usands of real-estate loans, mostly to poor people on their homes,
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every year. Now, which is the better loan—$25,000 loaned on a
$75,000 home to the rich man, or five loans of $5,000 each to working
men on their homes?
Mr. BUSBY. There is less margin, perhaps, taking the hazard inW

consideration, comparing one with the other, to make the large one
instead of the smaller ones. That is not the answer you expected,
is it?
MT. GREENE. No; it is not.
Mr. BUSBY. I think I am reasonable in giving it. I have had

enough experience in farm loans to know that it was a mistake W
increase the loaning limit of the farm loan boards to $25,000 because,
instead of loaning $500 or $1,000 to men who wanted to invest it in
homes, they turned around and began lending $25,000 to real-estate
promoters who represented they had property valued at $60,000 when,
as a matter of fact, the value was not there.
Mr. GREENE. I do not think we see, ultimately, the same
Mr. BUSBY. I am not quarrelling with the big institutions, but 1

know this, that there is not a town in my district nor in anybodi
else's district that was not made a town except by the efforts of
independent merchants going into business there and other merchants,
coming in when the center grew to be more attractive to trade, and
all of them operating together and offering places for trade and places
where people could supply their wants in a mercantile way and bi
these folks paying taxes and building up the community, with local
banks joining them at the proper period of development and supply1n6
credit to those that needed credit and were worthy of credit, and
know when you syphon the life out of those places through chain
stores or any other system that removes the management of those
stores or banks or whatever they may be from that community, you
are going to take the life out of that place. I am not speaking about
the banks only, but about anything involved in the economic situa-
tion. I can not see the necessity for a two billion banking corporation
to develop the country for the use and happiness of the mass of people
that makes the country.
Mr. GREENE. Of course, there are territories where $2,000,000,000

banks would be absolutely too big.
Mr. BUSBY. I am for the $2,000,000,000-bank, provided it keeps

hands off the places that are properly supplied in a credit way by local
investments in banking.
Mr. GREENE. That is what we do. In a town where there are hall

a dozen banks and branches of our bank, why do they choose to de
business with us?
Mr. BUSBY. There are two things. The taxing power is the power

to destroy and money certainly does receive the call in places where
you place it. People do not stop to analyze the effect that is going
to be brought about in their community or any place else. When the
larger amount of money is available from any source, they go to the
money. Ten years may point us to what was the right way back ie
1930. We can not tell now. That is all I have, Mr. Chairman.
The CHAIRMAN. Are you placing in the record a statement of the

condition of your bank with its officers, also the geographical location
of your shareholders?
Mr. GREENE. I have not, but will be glad to do so now.
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The CHAIRMAN. The statements referred to will be inserted at this
Point.
(The statements referred to are here printed in full, as follows:)

Condensed statement of condition of Cleveland Trust Co., March 27, 1930

RESOURCES

gash on hand and in banks •nited States, State, municipal, and other bonds and invest_
tnents  

$30, 959, 654. 31

bl'eens, discounts, and advances  233, 041, 035. 28
34 917 232. 15

tl•eal estate and banking houses  6, 999, 245. 05
Lnterest and earnings accrued and other resources  2, 151, 882. 17
uostomers' liability on letters of credit and acceptances exe-
cuted by this bank  8, 438, 963. 29

Total  316, 508, 012. 25

LIABILITIES

CNa •,.. tal stock  13, 800, 000. 00
!turplus and undivided profits  12, 756, 495. 70
tsteserve for taxes, interest, etc  2, 287, 558. 58
•,J)•viflend payable, Apr. 1, 1930  414, 000. 00
"ePosits 
...Other liabilities 

—278, 108, 872. 46
702, 122. 22

Letters of credit and acceptances executed for customers_ _ _ _ 8, 438, 963. 29

Total  316, 508, 012. 25

CLEVELAND TRUST CO. OFFICERS

President, Harris Creech.
v; - ecutive committee: The president; chairman, E. B. Greene; A. L. Assmus,
j'ete president; Leonard P. Ayres, vice president; I. F. Freiberger, vice president;
8:nu M. Gundry, vice president; F. H. Hobson, vice president; H. D. King,
.,eretary; A. R. Horr, vice president; A. F. Humel, vice president; Henry W.*fetcher, vice president.
.1 Vice presidents: H. H. Allyn, Edwin Baxter, J. R. Cotabish, E. S. Curtiss,
A°1111 T. Feighan, W. F. Finley, Fred J. Greiner, F. H. Houghton, Henry Kiefer,
e.
W. 

McCaslin, R. A. Maim, E. L. Mason, E. B. Merrell, George F. Schulze,
vv• Stansbury, P. T. White.
Areasurer, J. W. Woodburn.
„,l'ernptroller, A. A. Denison.
Trust officers: Ralph McOuat, E. B. Roberts, H. S. Yenne.

D.Assistant vice presidents: George C. Beck, E. W. Burdik, Homer D. Cozad,
J. Franke, Elmer C. Gehring, J. H. L. Janson, Tracy E. Herrick, W. W.gorner, P. S. Kingsbury, W. F. Kyle, I. I. Sperling, R. T. White.
Assistant secretaries: H. F. Brandt, Harold Busch, J. F. L. Fitzgerald, H. E.
'lusted, M. J. Ludwig, E. V. Newton, 0. L. Rieder, W. E. Shepherd.
e Ass, tant treasurers: R. M. Bourne, C. A. Brown, M. K. Ford, Frank E.

111,.., W. S. Goff, E. C. Heil, P. J. Huegle, J. H. Kapl, M. W. Mountcastle,
4,eorge
w alter T. 

Young.Pryor, Lorenz E. Stockhaus, John R. Todd, Harvey J. Webster,

peAssistant trust officers:. F. J. Haffner, Howard W. Holtz, John S. Lucas, A. J.
rfler, Henry Pirtle, S. A. Pritchard, J. J. Schwitz, Erwin W. Senghas, H. M.

ShAeesiseirs 
A. A. Welsh.

•rs. ant to the president, Lillian E. Oakley.
h,firectors: Charles E. Adams, Edward R. Alexander, Horace Andrews, Her-

Baehr, Newton D. Baker, Robert F. Berwald, Samuel C. Blake, B. P.
rxe Chester, C. Bolton, Newell C. Bolton, N. H. Boynton, J. C. Brooks, Fay-

Brown, eorge H. Brown, F. H. Chapin, Jacob D. Cox, jr., Harris Creech,
11ed1ct Crowell, C. S. Eaton, Joseph 0. Eaton, J. B. Fay, Horatio Ford, R: J.

Hrackelton, Charles D. Gentsch, E. B. Greene, John M. Gundry, Salmon'. P.
A. F. Humel, Frank D. Johnson, Thomas H. Jones, George Q. Keeley,

.nd:j8 B. McNairy, M. J. Mandelbaum, George A. Martin, S. Livingston Mather,
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Walter C. Merrick, Severance A. Millikin, John E. Mroley, H. C. 0s1)011,
Charles Lathrop Pack, Henry F. Pope, W. H. Prescott, F. W. Ramsey, W
Robison, F. J. Roehl, William A. Rounds, 0. A. Schuele, F. R. Scofield, F. A.
Scott, John L. Severance, Belden Seymour, Franklin G. Smith, J. A. Smith,
Henry W. Stecher, Ambrose Swasey, Amos Burt Thomspon, Charles F. Thwing.
B. G. Tremaine, Ir., C. G. Watkins.

GEOGRAPHIC LOCATION OF STOCKHOLDERS, MAY 29, 1930

Greater Cleveland  1 852
Ohio, excluding greater Cleveland_ 234

States, excluding Ohio:
2Alabama 
1Arkansas 

California  31
1Colorado 

Connecticut 
Florida 
Illinois 
Indiana 
Iowa..  
Kentucky 
Louisiana 
Maryland 
Massachusetts 
Michigan 
Minnesota 
New Jersey 
New York State 
New York City 
North Carolina 
Oklahoma 
Pennsylvania 
Rhode Island 
South Carolina
Texas 
Viriginia 
West Virginia 
Wisconsin 
District of Columbia 
Hawaii 

Total 

Foreign—Canada 

Total    2, 315

The CHAIRMAN. I would like to ask you what authority your
branch managers have in agricultural loans?
Mr. GREENE. I am glad you asked me that question. Our brancicil

managers are all rated according to their experience and ability ao
are given authority, according to our standard, to lend anywhere frog!
$250 to $5,000 on their own authority. They are all connected 1),
phone with our branch managing offices and if they want to go above
that, they get approval by telephone or in writing to go above that.
Now, on collateral loans, of course, years ago we did not get mu"'

demand for collateral loans from the branches. That has bee'
increasing. We furnish every office with a list of the collateral the
are likely to be offered with out rate per share on that collateral an.ut
with our indication as to how we grade it; in other words, whether,la
is to be accepted freely in lagre amounts or whether it should be hot
down. It is according to the intrinsic value of the security and
described, in my statement, the real estate loans.
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in The CHAIRMAN. I recognize in the development of your branches,
u pudding. up the Cleveland Trust Co., that you have done quite an
nosual thing; I recognize Cleveland is quite an unusual city, inde-
pendent almost of the rest of the United States; in other words,
jleveland has been built up by its own people industrially and the

1(3)!toks have been a great factor in building up Cleveland independently
?TM. York and other big cities.
recognize in many years past you have taken care of the market

rid sold all your own securities and they have been known as 
LEt

Cleve-
Securities. In that respect I recognize the fact that your insti-

tilltion has been built up as a service institution. I also recognize
, e fact that other communities and other people handling our branch!nstitutions might not take the same interest in building up the
nrutediate locality that you have. You recognize that, of course,
Yo, ..urself, do you not?

r. GREENE. I do, except I have seen banks that did not have that
liTiey adopt ours because it means getting the good Will of the com-
a 11111V. If you have 525,000 depositors in a community of a million
ad a quarter, you have the good will of that community._ The CHAIRMAN. In other words, there is a spirit of cooperation

411d pride in Cleveland that exists in your banking institution that
Probably does not exist in many other places in the United States.
Mr. GREENE. I would not be competent to say that. It is a semi-

l'uolic institution.
thirhe CHAIRMAN. I think you are too modest to say that, but I
nk it is generally recognized that that is true. The same incen-

tive /night not exist in other institutions to do that; in other words,
ZeY might be more mercenary and take funds originating in a corn-
tluaitY and transfer them to other sections of the country where
ttej can obtain higher interest rates.

ou see no possibility, then, in the development of branch banking
ke the United States, of a centralized control from New York.
„Mr. GREENE. Now, we are talking about the ultimate?
he CHAIRMAN. Yes.

0Pr. GREENE. I think you will have branches that will have home
ntuces in other cities. I think you will have systems with their head-
re„arters in Chicago, San Francisco' New Orleans and Atlanta 

as
v tt as other places; in other words, they might have their offices in
'wew York, but I would hope that their home or principal offices

thcruld not all be in one city of the country. I am sure in Canada
13Xe are some that have more offices in Toronto than in Montreal.
a 1 he CHAIRMAN. Practically all of the heads of groups that have
„PPeared before the committee have recognized that if they were
Trft, itted to do a branch banking business they would change over-

and get into branch banking. I recall Mr. Rand of Buffalo
"Ying that he recognized the fact that his head office, as far as he
0-1,48, Concerned, would remain in Buffalo; that they would take over

uad taken over an institution in New York City to take care of the
rast?rriers that they might lose by reason of consolidations and
th",irig to New York. His idea was that, independently of the groups
ofe,„.banks in the country could be managed just as well from outside
,—iNew York City as in New York City. Do you think that is possible
.uder the branch system?
Mr. GREENE. Yes, sir.
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The CHAIRMAN. You do not see any danger of the control of you,r
banks, once built up into a very large system, getting into the hallos
of New York—that New York might want to gain control of your
institution?

• Mr. GREENE. I think as long as there are competing branch systems
that if a bad policy is inaugurated in one system, it will lead to the
lessening of business in that institution and the building up of another.
You are going to have the same control by good will that you have
now, whether they are larger units or smaller. However, I think soine
of them will make a specialty of the Middle West or the far West or
the South and maintain their offices there and there will be that same
spirit of the locality, except the locality will be bigger.
The CHAIRMAN. You suggested a moment ago something about the

impossibility of the acquisition by a group such as I have described,
and the maintaining of their hold on the banking business of a cow'
munity; that if they did not serve the interests of that community 6
new institution would spring up. Take, for instance, your own situa-
tion in Cleveland: Suppose the control of your institution WO
acquired by a group outside of Cleveland that did not have the saws
interest in Cleveland that you and your associates have, and Yon
started out to build up an independent unit. You would have some
difficulty in meeting the competition of that group, would you not?
Mr. GREENE. You would have for a time, but would it not be more

likely that you would go over to a competitive group who would have,
a policy of developing the Cleveland district where you knew the'
would be enforced? The fear that exists, it seems to me, is the fe6r/
of monopoly. It is not the fear of bigger groups. It is the fear °'
monopoly. There should never be a monopoly. I think it would he
impossible and very unlikely to happen.
The CHAIRMAN. I think that is all, and we thank you very much,

Mr. GREENE.
(Whereupon, at 1.15 o'clock p. in., the committee took a recess unit'

2.30 o'clock p. m.)
AFTER RECESS

The hearing was resumed at 2.30 o'clock, p. m., at the conclusion
of the recess.
The CHAIRMAN. The committee will come to order. We have with

us this afternoon Mr. Robert V. Fleming, president of the Riggs
National Bank of Washington. We will be very glad to hear froM
you Mr. Fleming, on the subject of branch, chain, and group banking'

STATEMENT OF ROBERT V. FLEMING, PRESIDENT OF THE RIG05
NATIONAL gANK OF WASHINGTON, D. C.

Mr. FLEMING. Mr. Chairman and gentlemen of the committee,
I should like, first, to present to the committee a brief statement whiell
pertains mostly to our own experience within the District of Columbis
and then I shall touch a little beyond that.
The CHAIRMAN. Proceed in your own way.
Mr. FLEMING. The Riggs National Bank had, as of the call of

March 27, 1930, capital of $3,000,000, surplus and undivided profits
of $3,796,300, and total resources of $57,011,200. It has in operatic°
six branches within the District of Columbia.

1
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„ Prior to the Millspaugh Act of 1922, there were no restrictions:upon
1;1.0 opening of banks and the establishment of branches within the
1-Istriet of Columbia. The Comptroller of the Currency was charged
!Ith the duty of supervision over all banks here, including those
a_nartered under State law, those under the laws of the District ofU umbia, as well as those under the national-banking laws. Banks
wonee chartered in Arizona, Virginia, West Virginia, and other States

opened up for business in the District of Columbia. Some of
:nese banks, under the authority of their charter and without .refer-
171,1.ce to the Comptroller of the Currency, established branches in the
112:istr.ict of Columbia. In this manner there grew up an unsatisfactory
,Inking condition in the District on account of a large number of
cronadlltliliks operating without having been compelled to submit to the

precedent to Government investigation and approval, as is
UStoinary in the organization of banking institutions..

„. In order to prevent the further development of this undesirable
;Itt!ation, Congress enacted the so-called Millspaugh Act in 1922,
billPh provided that no corporation could engage in 'the 

banking1Y3,1ness in the District of Columbia or establish a branch therein
tlitnout first having the approval and consent of the Comptroller of
tlie Currency. This gave to the Government of the. Un. ited. States
„bile veto power over the establishment of any banking institutions and
tiew branches in the District of Columbia, as well as the power toe runt the operation of such new banks and branches as might meet
41B approval.
_.There are 40 banks now operating in the District of Columbia, 12
.?,1 Which have one or more branches in operation. The aggregate
suePosits of all of these banks are $256,871,000 as of March 27, 1930,
148,664,000 of which are in the Riggs National Bank, or about 19
tar .eent. There is attached hereto, and marked "Exhibit A," a
Ttlqical statement comparing the growth of. bank deposits in the

rict of Columbia during the past five years, distinguishing banksb ith .branches from those without. It will be observed that branch
_anking in the District of Columbia has developed very slowly and.
"413nservatively, there being only 24 branches in the entire District10 no bank having in excess of six branches—the Riggs National
ank operating the latter number.

tLIVEr. Chairman and gentlemen of the committee, if you will turn to
,14e first page of the exhibit, taking the comptroller's call of March
A4/ 19:30 , t will be observed that the percentage of the Riggs Bank's
'31Posits compared to the deposits of the national banks' deposits was
411.2 Per cent and the percentage of the Riggs deposits to deposits of
"pauks was 18.9 per cent, or practically 19 per cent.

akin.' the comptroller's call of five years ago—April 6, 1925—the
67;11 deposits of all banks in the District of Columbia were $232,-

the ̀,447.17. At that time the Riggs deposits were 28.6 per .cent of
.eposits of national banks, and the percentage of the Riggs de-

to all banks was 15.1 per cent. The gain in deposits over the
of five years between the two calls for all banks was $24,-

b 3,473.76, of which the Riggs gained $13,624,301.29 and the national
aillks $15,767,555.96.
1A11.• WINGO. Did you give the percentage of gain there?
jA4r. FLEmiNn. The percentage of gain of the Riggs. National Bank
as 38.9 per cent; the percentage of gain of the national banks was

A
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12.8 per cent and the percentage of gain of all banks was 10.4 per
cent.
Mr. WINGO. I see that now. I was looking at the wrong sheet.
Mr. FLEMING. Turning to the next sheet, you will find, as of the

call of April 6, 1925, there were 10 banks having branches as of that
date. They had 20 branches and their deposits were $113,484,613.15.
Between April 6, 1925, and March 27, 1930, two additional banks

took out branches or acquired branches in one way or another, and to
these I have added the deposits of banks with branches in existence
April 6, 1925, and later were consolidated with banks in the above
group and became branches.
As of March 27, 1930, there were 12 banks having 24 branches with

total deposits of $146,213,468, a gain for the banks having branches
for the 5-year period of $13,606,363.70.
There were 28 banks not having branches, with total deposits as of

April 6, 1925, of $100,070,342.87, and with total deposits as of March
27, 1930, of $110,657,452.93, representing a gain of banks not having
branches during the five years of $10,587,100.06.
We will observe that the percentage of gain of banks with branches

to all banks was 56.2 pef cent and the percentage of gain of banks
without branches to all banks was 43.8 per cent.
(The figures referred to are printed in full at the end of Mr. Flem-

ing's opening statement.)

METHODS OF ESTABLISHMENT OF THE RIGGS NATIONAL BANK BRANCHES

• All of the branches of the Riggs National Bank are what are known
as statutory branches, that is to say, branches which have been
established under specific statutory authority under the national
banking laws. The first three branches acquired by the Riggs
National Bank in 1922 were. the result of consolidation with the
Hamilton National Bank. The Hamilton National Bank had three
branches, one at Dupont Circle, one at Fourteenth Street and Park
Road, and the other at Seventh and Eye Streets, N. W., which
branches had been established prior to its conversion into a national
bank, the Hamilton Savings Bank having been originally chartered
under the laws of Arizona. At the time of its conversion into a
national bank, it elected, under the authority of the act of 1865, to
retain these three branches, and they became branches of the Riggs
National Bank under terms of the consolidation act of 1918. I may
add that the .Riggs National Bank took over the Hamilton bank
in order to assist m clearing up the bad banking situation in the Dis-
trict of Columbia.
The branch at Eighteenth Street and Columbia Road, known as

the Northwest Branch, was acquired in 1925, through a consolidation
with the Northwest National Bank, which at the time had one branch
at that place, established when it was a State bank, known as the
Northwest Savings Bank, organized under the laws of Arizona, and
which it elected to retain under the act of 1865, upon being converted
into a national bank. This branch thereafter became a branch of the
Riggs National Bank by virtue of proceedings under the consolida-
tion act of 1918.
The two remaining branches were acquired through the consolida-

tion of the Riggs National Bank and the Farmers & Mechanics
National Bank of Georgetown. The latter bank had one branch at
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Wisconsin Avenue and Warran Street, established under the authority
Of the McFadden Act of 1927, and upon the consolidation, this branch
was acquired by the Riggs National Bank under the authority of
the same act. Simultaneously with the act of consolidation with the
Farmers & Mechanics National Bank, the Comptroller of the Cur-
LencY authorized the Riggs National Bank, under authority of the
mcPadden Act, to establish a branch at Wisconsin Avenue and M
Street, the same being the former head office of the Farmers &
Mechanics National Bank. It is seen, therefore, that the Riggs
National Bank acquired all of its branches, so far as their legal status
is concerned, either by virtue of the national bank consolidation act
Of 1918 or under the McFadden Act, only one branch coming into
the latter category.

BRANCH OPERATIONS

The Riggs National Bank conducts a metropolitan banking service,
that is to say, it carries on all of the departments of banking ordinarily
found in large city banks. It has a commercial banking department,
a savings department, a foreign department, a credit department, a
tZUst department, and a safe-deposit department. With the excep-
tion of the trust department, which is maintained at the main office,
1503 Pennsylvania Avenue NW., all of these departments are main-
tained at both the main office and the branches, with the further
exception of our Seventh Street branch, where we do not conduct a
safe-deposit department.
Although the Riggs National Bank is engaged M what may be

,ealled city branch banking, as contrasted with the extension of
oranches into outlying cities, it has nevertheless maintained the local
contact which existed in the bank taken over at the time it became
a branch. The one exception is that of the Hamilton bank, the
olanagement of which had lost the local confidence necessary to
inaintain it. This local contact we regard as of the greatest impor-
tance to the success of branch banking, and good business practice
alone is a sufficient reason to preserve it.
The Riggs National Bank has an advisory board of the branches,

and upon this board are the principal members of the boards of
directors of the banks which were converted into branches, all of those
serving being shareholders of the bank. In the case of the Farmers
,8G Mechanics branches, the entire board of directors of the bank
?scame members of the advisory board. This board has 33 mem-
°ars, five of whom are officers of the Riggs National Bank and it
/fleets once each quarter at the main office of the bank, at which time
ail of the operations of the bank, which includes the operations of
each branch, are carefully reviewed. Respective executive corn-
inittees of the advisory board meet weekly at the branches, and, in
addition, that part of the advisory board constituting the former
directors of the Farmers & Mechanics National Bank meets monthly
at that branch. The advisory board performs the same functions
with respect to the branches that it performed with respect to the
Pre-existing banks, except that it recommends policies and pro-
Cedure, instead of initiating them. Its members are keenly interested
In the work of the branches, attend meetings regularly, and their
counsel and advice are of invaluable assistance to the bank in dealing
With the multitude of local questions which arise.
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It has been our policy to carefully select our branch managers, and
to give them rather wide discretion in the operation of the branch.
Only matters of importance are referred to the main office, minor
matters being handled by two liaison officers from the main office,
who are in daily contact with each branch. In the making of loans,
branch managers are authorized to make loans up to $25,000 to a
single customer upon listed collateral, and in some cases up to $5,000
on an unsecured note. This latter authority varies from $1,000 to
$5,000 according to the branch and the needs of the community
which it serves. In connection with applications for loans beyond
these amounts, the branch manager appears before the loan com-
mittee at the main office and presents the case to that committee for
determination. Each branch manager is required to maintain his
own credit files and is charged with the responsibility of following
the loans made at his branch. We have found that the discretion
and authority granted have been sufficient to take care of the ordi-
nary operations at our branches which are, in the main, showing
steady increases in deposits and in the number of customers served.
This method of making loans applies, in the main, to loans of new
customers, as we have numerous lines of credit extended to the old
customers of the bank, in some cases for large sums, which have been
approved by our loan committee and which come up from time to
time for redetermination of the line of credit. In some instances, the
line of credit is reconfirmed without reference to the customer; in
others it may be reduced or withdrawn. This system enables us to
give prompt loan service to many of our larger customers who find it
more convenient to deal at one of our branches.
Our branch in Georgetown, at Wisconsin Avenue and M Streets,

formerly the location of the Farmers dz Mechanics National Bank,
has many aspects of an out-of-town branch. This branch was origin
nally established in 1812 and was in continuous operation in George-
town up to the time we took it over.
Georgetown still maintains its separate and local individuality due

to the fact that for more than 120 years it was a separate municipality.
In order to indicate the success of our operations there, the net profits.
of the bank for the last full year of its operation as an indepen-
dent bank—that is, the year ending December 31, 1927, were
$28,825.34, whereas for the year ended December 31, 1929, the first
year of operation as branches, analysis of the earnings discloses net
profits of $58,371.77, which included many expenses incident to con-
solidation, such as the cost of departmental adjustments, stationery,
and new forms, and so forth. In other words, we are enlarging the
banking business at that point without losing the local contact, and
we have been able to cut down considerable expense in overhead.
We have found in our experience that branch banking is economi-

cally sound and successful as a business operation. It has also met
with popular approval, the Riggs National Bank having to-dal
46,251 accounts, commercial and savings, 24,748 of which are in the
branches; while as of December 31, 1922, the close of the first year we
began operations as a branch banking institution, we had on our
books a total of 21,915 accounts, of which 5,687 were in the branches.

1
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THE WASHINGTON TRADE AREA

I. have purposely confined my remarks to the operations and ex-
Perience of the Riggs National Bank in order to bring before your
committee a concrete example of branch banking operating in a
geographical territory solely under the political jurisdiction of the
Congress of the United States. The District of Columbia is the
smallest political unit in the country by virtue of the lines which were
established when the Federal Government was first set up. As the
seat of the Capitol of the Nation, a large metropolitan city has grown
pp within it and has overflowed into the surrounding area of Mary-
land and Virginia. Under similar circumstances in the various
States, cities of corresponding and lesser size have from time to time
enlarged their political limits to ennbrace suburban districts. This
ean not be done by the city of Washington. . As a consequence,. we
seem destined to have a great business center in the city of Washing-
ten, supported by many residents in nearby suburbs outside of the
District.
This all might be called the metropolitan area of the city of Wash-

ington, or Greater Washington, and its banking business would nor-
rnally flow into Washington. Without therefore bring up for the
Moment the question of trade-area branch banking m the sense sug-
gested by the Comptroller of the Currency, but looking at the situa-
4o11 from the standpoint of the Riggs National Bank and other banks
similarly situated in the District of Columbia, under any amendment
extending the power of national banks to have branches beyond the
City in which they may be situated, it would be a natural and easy
Progressive development to extend branches from banks in the Dis-
tnct of Columbia into these suburban communities. .
For example, in Maryland there are Bethesda, Bowie, Hyattsville,

Kensington, Rockville, Mt. Rainier, Seat Pleasant., Silver Spring,
Takoma Park, and Sandy Spring; and in Virginia there are Alexan-
dria, Arlington, Ballston, Cherrydale, Clarendon, Falls Church,
Rosslyn, Fairfax, and Herndon. These aggregate a total of 19
Places around the District of Columbia doing their principal business
ni Washington, and which could be served with branches of Washing-
t9n banks with the same facility of operation as those branches now
situated in the District of Columbia. This extension I would not
call trade area branch banking, but rather the same type of branch
banking which exists in a number of metropolitan cities like New
Orleans, Atlanta, Cleveland, Detroit, Cincinnati, Los Angeles, and
so on, where national banks now have branches.
, Coming now to the larger question which has been so ably discussed
before this committee, that of a wider extension of branches into the
rural districts, it is my opinion that a sound system of branch banking
could operate from Washington within an area of some 50 miles, which
Would take in (in Maryland) Frederick, Gaithersburg, La Plata, Laurel,
Ltnd Upper Marlboro, and (in Virginia) Fredericksburg, Leesburg,
Manassas, and Warrenton. It must be recognized, however, that m
each of these towns there would be some overlapping of trade areas
between Washington and Baltimore, on the one hand, and between
Washington and Richmond on the other, because the business of those
Places is somewhat divided between the cities mentioned.
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I may say, in conclusion, that the Riggs National Bank does not 
now contemplate an entry into group banking, and I know of no
instance of group banking operation from the District of Columbia.
In this connection, however, I wish to direct the attention of the
committee to the existence of a large number of small local banks
situated in the 19 little towns mentioned, making a fringe around
the city of Washington. There exists the possibility in the modern
development of group banking that some group operating outside of
Washington might begin to pick up these banks, thus bringing into
the metropolitan area of .Washington the competition of outside
banking. In such a case it would no doubt be necessary for their
own protection for Washington banks to resort also to group banking.
I have no criticism to make of group banking as a business proposi-
tion, but having been an officer of a very conservative banking insti-
tution for the past 14 years, during the last 8 of which we have
operated branches, I should prefer to see banking in the District of
Columbia develop under a more liberal branch banking law than be
compelled to resort for self-protection to the new and less-known
field of group banking.

This concludes my formal statement to the committee, and I shall
be glad now to respond to the best of my ability to any questions
which you may desire to ask.
(The figures referred to previously in Mr. Fleming's statement are

printed in full, as follows:)

EXHIBIT A

Deposits incident to comparison of banks having branches five years ago

Comptroller's call Mar. 27, 1930:
Riggs National Bank  $48, 664, 702. 21
National banks, District of Columbia  138, 218, 925. 17
All banks, District of Columbia  256, 870, 920. 93

Percentage of Riggs deposits to national banks  35. 2
Percentage of Riggs deposits to all banks  18. 9
Comptroller's call Apr. 6, 1925:

Riggs National Bank  $35, 040, 400. 92
National banks, District of Columbia  122, 451, 369. 21
All banks, District of Columbia  232, 677, 447. 17

Percentage of Riggs deposits to national banks  28. 6
Percentage of Riggs deposits to all banks  15. 1

I Increase in deposits over period of five years:
Riggs National Bank  $13, 624, 301. 29
National banks, District of Columbia 
All banks, District of Columbia  

15, 767 555. 96, 
24, 193, 473. 76

Percentage of increase in five years:
Riggs National Bank  38. 9,
National banks, District of Columbia  12. 6
All banks, District of Columbia  10. 4
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Comparative position of deposits of banks having branches in District of Columbia

Comptroller's call
Apr. 6, 1925

Comptroller's call
Mar. 27, 1930

Number
of

branches
Deposits

10 banks having branches as of date of comp-
troller's call, Apr. 6, 1925 

2 banks having branches as of date of comp-
troller's call, Mar. 27, 1930, acquired since
Apr. 6, 1925 

12 Total 
To which is added, for comparative purpose,
the deposits of banks with branches in exist-
ence Apr. 6, 1925, and later were consolidated
With banks in above group and became
branches 

Gain of banks having branches during eve years.

28 banks not having branch°.

Gain of banks not having branches during five
Years 

Gain of all banks during five years 

Peroentage of gain of banks with branches to all
hanks 

Percentage of gain of banks without branches
to all banks 

20 $113, 484, 613. 15

13, 823, 644. 94

Number
of

branches
Deposits

20 127, 308, 258. 09

5, 298, 846. 21

24 $146, 213, 468. 00

132, 607, 104.30

13, 606, 363. 70

100, 070, 342.87 110, 657, 452. 93

10, 587, 110. 06

24,193,473.76

56. 2

43.8

The CHAIRMAN. As you know, Mr. Fleming, the committee has
been engaged in the study of the banking situation and various
suggestions and recommendations have been made, the most perti-
nent of which is that recommendation made by the Comptroller of
the Currency in which he recommends the extension of branch bank-
ing to trade areas. What do you think of that plan?
Mr. FLEMING. I think it is a very logical development. I think

w.e have a situation in this country generally where conditions very
similar to those outlined at the close of my formal statement obtain,
and if banks are not permitted to go further with branches they will
form groups in self-protection on account of the additional service the
Public demands.
The CHAIRMAN. You appreciate the difficulties in defining trade

areas?
Mr. FLEMING. Yes, sir.
The CHAIRMAN. There has been some suggestion that this be left

to a committee composed of the Secretary of the Treasury, the
Governor of the Federal Reserve Board and the Comptroller of the
Currency, to fix these areas from time to time. Other suggestions
have been made that Congress fix by law these areas and there have
been other more indefinite suggestions. Which of those plans do
You think would be advisable in case a trade-area plan is adopted?
Mr. FLEMING. Following the results of the divisions of the Federal-

reserve districts, it would seem to me that a committee would prob-
ably be able to fix those areas more readily than if Congress attempted
to do that.
The CHAIRMAN. Members of groups and representatives of branch-

banking institutions that have appeared before us have intimated
that the day of the unit bank has passed. Do you agree with that?
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M. FLEMING. I do. I do not think there is any question about
that.
The CHAIRMAN. You think there is a new condition arising where

the small country and suburban towns, such as you have enumerated,
sould be best served .by a branch system?
Mr. FLEMING. I do, without question.
The CHAIRMAN. I infer, from what you said, that you prefer a

system of branch banking rather than group banking?
Mr. FLEMING. Yes, sir. I think it is preferable and adds better

service as well as greater strength.
The CHAIRMAN. Would you be in favor of nation-wide branch

banking?
Mr. FLEMING. Not to start with.
The CHAIRMAN. But ultimately, you feel, with the others who have

so expressed themselves, that we will have nation-wide banking?
Mr. FLEMING. I think that is something that has to develop.

We see nation-wide chain stores and nation-wide organizations now
operating throughout the country. It is perfectly possible it will
develop in banking the same way. However, I think it is always
better to crawl before we attempt to walk.
The CHAIRMAN. What in your judgment has caused this change?
Mr. FLEMING. It costs more to-day to operate a bank than it did a

great many years ago. There are many features that enter into that
and it has been pretty difficult for the small bank to operate at a
'Roth from direct banking operations.
In addition to that, we have a great many chain stores coming in

and absorbing the corner grocery and drug store, etc., and deposits of
the smaller banks have dwindled.
The CHAIRMAN. The concentration in industry, as well, has

affected the situation?
Mr. FLEMING. Yes, sir; and it has gone into the larger centers, and

I think that has made the situation more difficult for the small-unit
bank, particularly, to operate, as indicated by the number of failures;
and I think the fact you can operate a branch so much more economi-
cally than you can a single small-unit bank has had a tendency to make
the stockholders of those small banks glad to become members of a
group, or to become a branch of a larger organization.
The CHAIRMAN. Do you think there is any danger in this develop-

ment of nation-wide branch banking producing a concentration of
ownership in New York City of the banking assets of the country?
Mr. FLEMING. I do not believe it will develop that way. I rather

look for it to develop into separate areas.
The CHAIRMAN. You recognize, along with stability, the change in

the type of holders of banking stocks, do you not?
Mr. FLEMING. In just what particular do you mean?
The CHAIRMAN. I mean by that, more and more of late there

is a different class of people buying bank stocks and they are dealt in
more on the market. They are purchased without any thought in
mind that the buyers are going to be a part of the institution m the
direction of the management?
Mr. FLEMING. I think there has been a tendency in that direction

in the larger banks.
The CHAIRMAN. Do you think that it is a dangerous tendency that

bank stocks should be dealt in in that way, to the extent they are?
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Mr. FLEMING. Only if the shares should get into the hands of a few.
The CHAIRMAN. Do you think it is possible?
Mr. FLEMING. It is possible where they are listed on exchanges.

ror instance, group stocks are listed and dealt in. There is a tendency
!,0 buy them purely for speculation rather than because of any interest
in the community.
The CHAIRMAN. What is your experience in regard to the percent-

age of deposits and loans in the different localities where you have
Your branches? Do your loans in those localities exceed your
deposits?
Mr. FLEMING. No; in practically every case the loans do not take

UP the loanable funds of the branch.
The CHAIRMAN. Of course you have a different situation than pre-

rails anywhere else in the country because of the lack of industry in
this community?
Mr. FLEMING. That is correct. It is true in every branch—in every

.°ne except one—we have had healthy increases in deposits and also
in the number of customers. In most every case, however, the branch
has money on deposit with the main office.
Mr. LUCE. I would call your attention, Mr. Fleming, to a matter on

,Which I asked the judgment of the witness who was here this morning,
fl line with what the chairman has just inquired about, as embodied
°I a prediction I read only last evening in an article on investment
trusts, the writer believing that no long period would elapse before
individual holdings in the stock of national banks would disappear and
that they would practically be held by investment trusts.
These opportunities in banking have been particularly brought to

the attention of the public within the last few years, notably by one
or more books, showing what profits have been made. Of course
You are more familiar than I am with the very rapid growth of joint
Investment forms; and I would ask of you, as I did of the gentleman
this morning, to tell me, from your practical experience, something
about the relation of stock ownership in the conduct of banks,
Whether the operation of your bank is in any way affected by the
°Ivnership of the stock?
Mr. FLEMING. Well, I think all bankers, Mr. Luce, try to get a

Wide distribution of their stock. They like to get as many people
aS possible interested in the bank. That seems to be more an
intangible than a direct result, as far as benefit is concerned.
Now, as to the activity in the purchase of bank stocks, of course,

You realize there was a boom period when everybody was buying
securities and where banks were making quite large profits on
account of high interest rates, and there was an era of consolidations,
and the public took kindly to it, and there was usually a profit on
the bank stocks. If we are in what looks now like a low interest
period for some time, I doubt if there will be the same activity in
bUying bank stocks. There has been a decided falling off in consoli-
dlitions, which had a tendency to boost bank stocks. In our bank,
Pave had no trouble with that. We have had a rather wide distri-
oution of our stock. We have an average holding of 45 or 50 shares
Per shareholder.
Mr. Luc. Yet it would seem that the investment trust has come

•to stay. Hardly a week goes by that I do not receive some solicitation
to put some money in this or the other investment trust.

100136-30—voL 2 PT 13-4
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Mr. FLEMING. I do not think they are as popular as they were
before the decline of the market in October.
Mr. LUCE. Well, I do not know about that. We expected every-

thing connected with the stock market to become unpopular but
within three months the mania for speculation revived.
You used the word "speculation"in this connection. The legiti-

mate investment trusts are not engaged in speculation, but in joint
investment and I rather doubt if banking was proportionately leas
popular than other forms of investment when the crash came.
Mr. FLEMING. Before the decline, banks had passed through two

or three years in which they enjoyed large earnings, numerous con-
solidations took place, and in many cases extra dividends were de-
clared, making these stocks rather attractive for investment. Now
the condition is different. The earnings of banks in this low-interest
period are not as great as they were during the years preceding the
market decline, the yield on bank stocks is low, and I think we have
very nearly reached the saturation point in consolidations, particu-
larly large ones. Therefore, I do not think banks stocks will be as
attractive in the next two or three years as they were during the pre-
ceding three years.
Mr. LUCE. You do not include the formation of groups under your

word "consolidation," I take it?
Mr. FLEMING. No, I do not.
Mr. LUCE. That apparently is attracting a great amount of in-

terest and money. I read, within a few days, of 50 Pennsylvania
banks going into a chain, and the well-informed witness this morning
said he had abandoned any attempt to get figures as to the total
number of banks in chains and groups, because the next day 1r
found it was not accurate.
Mr. FLEMING. I think that may be true as far as the formatioe

of groups is concerned, but I do not believe the general public are
buying group stocks as actively as they did. We do not get the inquit
ries we did some four or five months ago.
Mr. LUCE. Have you any knowledge of any attempt to buy your

stocks by investment trusts?
Mr. FLEMING. None that I know of. Oh, there may be two or

three hundred shares held by little separate investment trusts of
local origin, but none by national investment trusts or groups. There
has been no attempt so far that I know of.
Mr. LUCE. It was brought out in the course of the inquiry th15

morning that in Canada at least one bank has—I am anticipating Mr.
Fenn's inquiry; it was his contribution, for which I am grateful--
one of the large banks has the power to pick and choose those who
would be stockholders.
Mr. FENN. I made inquiry as to whether that custom has been

given up. The Bank of Montreal has a provision whereby the di'
rectors reserve the right, on the transfer of stock, to approve of the
transferee. I made the inquiry as to whether that practice had been
abandoned, and I do not think any of us knew. That was the prao'
tice at one time.
Mr. FLEMING. I do not know what that practice is, but I do knoW

they have a very peculiar system of transferring their stock.
Mr. FENN. A very difficult system.
Mr. FLEMING. Yes, sir; particularly if the stockholder wishes to

use the stock as collateral. It makes it a very difficult operation.

11
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Mr. LUCE. That brought to our attention one of the very few
SiUggeStiORE that have been made as to how we can handle group
°flaking if we want to assume that it would be constitutional to do it,
aS to which I am far from being certain. Could we give national
hanks the power to select their stockholders? Would it be a wise
aulig.- to do in anticipation of possible inroads by investment trusts
and all sorts of holding companies, and so forth?
Mr. FLEMING. I think I can answer that question best by express-

ing my belief that the best-run bank is the bank where the manage-
'tient must hold office by efficiency and not through the domination
of one or two interests, and if the bank's officials or directors them-
selves were to pick the shareholders, you might run into a situation
:where a group that was not efficient would take control and perpetuate
itself through that stock ownership.
Mr. LUCE. It seems every rose has its thorn.
Mr. FLEMING. I mention that because I can see that possibility.

, Mr. LUCE. Can you see any other possibility? We have been
holding hearings for many days and we would like to get something
tangible to operate on.
Mr. FLEMING. I think, as a general proposition, that bankers do

not like to see their stocks held either by trust estates or by invest-
!tent trusts. I think the bankers themselves would like to stay away
from them. So, you have a natural resistance on the part of the
administration of the bank to start with. I do not know of any
Method that would be legal by which you could control the stock
ownership of a bank.
Mr. LUCE. Then, if this tendency for amalgamation. goes on and

does go right through the banking field, your fight is going to be like
all other enterprises, is it not?
Mr. FLEMING. I do not belieVe that condition would exist if we

co, uld have an enlargement of the branch banking privilege right now.
think that would be the offset. I do not think that any bank, for

in, stance, in a city like Baltimore or Washington would care to be
linked in with a national chain of banks or group of banks. I think
the large banks themselves would rather be the center or the heart
of a branch banking system that could spread out in their own areas,
Where they could serve their own communities.

LUCE. Have you read Mr. Anderson's recent discussion of
this subject?
Mr. FLEMING. No, sir.
.Mr. LucE. Mr. B. M. Anderson, of the Chase National Bank,

Within two or three weeks, has come out with a reasoned argument
against branch banking by city banks, apparently outside of the
City limits, although I am not certain about that. I am curious. to
get some suggestion as to what is behind the apparently growing
Opposition of New York banks to branch banking._
Mr. FLEMING. Of course the deposits of the New York banks—

the larger ones—are made up to .a great extent by deposits of out-of-
town correspondents. Possibly there would be a loss in deposits if
there should be a decentralization.
, Mr. LUCE. If they owned the bank they would have a strangle
oold on all the money.
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Normally you would think the Chase National Bank would-rather
own a bank, say, at Flushing—just by way of illustration—than hold
the somewhat precarious position of its correspondent.
Mr. FLEMING. Branch banking has been pretty successful within

the city limits of New York and I do not see any reason why it would
not be just as successful outside of it.
Mr. LUCE.. Possibly some of us feel the same way and we wondered

why the Chase National Bank should pronounce the other way.
Mr. FLEMING. They have been very successful in their branch

operations and I might say, in that connection, that I was veil
much interested in the report of Mr. Wiggin to his stockholders in
1928, in connection with the merger of the Garfield National Bank.
While we did not know it at that time, their branch operations and
advisory committees and interlocking of contact men are almost
identical with our own system.
Mr. WINGO. I did not catch that.
Mr. FLEMING. I said I was very much interested in the report of

Mr. Wiggin made to his shareholders in 1928 where he touched on the
merger of the Garfield National Bank with the Chase. It is interesting
to observe that their system of advisory committees was very similai
to the system that we have in effect at our branches, although we
did not know that that was their method at that time.
The CHAIRMAN. Might I suggest to you, MT. Luce, the fact that

one of the subsidiaries of the Chase National Bank in New York
owns the American Express Co., which has offices all over the world,
comparable to the tellers windows that are proposed to be established
by the system of nation-wide branch banking?
Mr. LUCE. That adds to my apprehension of their inconsistency.

I do not understand it.
Turning for a moment to one other phase of the local situation, 1

see that after taking out your banks from the figures in your state-
ment, there remain 39 banks in Washington with an average deposit
of $5,300,000. Of course some of the others are sizeable banks, so I
take it there must be here in Washington a considerable number 01
small banks.
Mr. FLEMING. Yes; I thought that might be a natural inquiry'.

There are 40 banks in the District. There are 8 savings banks where
the deposits are under $1,000,000. There are 18 banks (1 trust cow-
pany, 4 national banks, and 13 savings banks) where the deposi15
are over a million and under $5,000,000.
There are seven banks (4 national banks, 2 trust companies, and 1

savings bank) where the deposits are over $5,000,000 and under
$10,000,000.

There are 7 banks (4 national banks, 3 trust companies, and ne
savings banks) where the deposits are over $10,000,000.
Mr. LUCE. Are these savings banks doing purely a savings bank

business or also a commercial banking business?
Mr. FLEMING. They are doing a, general savings and commercial

business both.
Mr. LUCE. Then the word "savings" has no significance?
Mr. FLEMING. I should say the lines are all broken.
Mr. LUCE. In that part of the country from which I conic, where

mutual savings banks flourish, we have found it expedient' to in,ist
upon the segregation of deposits in the matter of our State banks, which

1
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we call trust companies, putting them under the same restrictions that
the savings banks are under in the matter of the character of invest-
Ments they may make. We have felt that this was of a vital nature.
The witness this morning argued that he saw no reason for any dif-
ferent treatment for different classes of depositors in banks.
Looking at it from the point of view of the depositors, up my way

we think the deposits of the poor have a peculiarly sacred nature,
i.f I may use that word, and we try to protect them. Of course, in an
Institution as large as yours and so well established and so solid, if
I may so call it, the need for segregation is not evident, but do you
share my apprehension that trouble will come here some time from
the failure of following that system we have of giving the savings
deposits of the poor a particular protection?
Mr. FLEMING. I think it all comes down to a question of manage-

ment of the bank. I think practically all good bankers have an eye
to the protection of the savings depositors in their banks.
Mr. LUCE. But in the case of failure they do not get any preference.
Mr. FLEMING. Well, I think when a bank is poorly managed and

gets in that condition, you have an institution that ought to be closed
111) and not allowed to go on.
Mr. LUCE. We had in Boston four such trust companies that were

Closed up, but when they were closed up, the little depositors had the
first, chance at what assets remained.
Mr. FLEMING. Well, I think it would work an amount of hardship

Of the larger and stronger institutions if you put some restrictions as
to the type of investment in which they have to invest savings. I
think good bankers do that anyway. In the savings accounts, you
Pay a higher rate of interest on the deposits.
Mr. LUCE. But we pass laws not for good banks, but for bad banks.

, Mr. FLEMING. I think we should have fewer of these Rile banks
that can not stand the strain.
Mr. FENN. The branches, so-called, of the Riggs Bank are all

established under the act of 1922 and the McFadden Act?
Mr. FLEMING. Yes; and in connection with the act of 1865 and the

act of 1918 also.
r, Mr. FENN. That has worked very successfully in the District of
Columbia?
Mr. FLEMING. For us; yes.
Mr. FENN. It is rather evident that the McFadden Act was suc-

vessful in its functioning as far as Washington is concerned and other
Cities?
Mr. FLEMING. I think that is unquestionably true.
Mr. FENN. Now, you set up or suggested a metropolitan district

"re, mentioning this town. Why did you eliminate Alexandria?
'1r. FLEMING. I included Alexandria.
Mr. FENN. As I read it here, I thought it was omitted. I wondered

"thy it should be.
Mr. FLEMING. As a matter of fact, Alexandria would be one of the

Cities that could very proprly be served. •
Mr. FENN. You said Fredericksburg 
Mr. FLEMING. I was using Fredericksburg in a secondary sense as
larger trade area.
Mr. FENN. That is all, if Alexandria is included.
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Mr. FLEMING. It might be of interest to the committee to know
that there are about thirty millions of resources in those 19 little
towns.
Mr. FENN: In the extension as you suggest here to these surround-

ing towns—in fact, you have suggested to us a metropolitan area
rather than a trade area; in other words, you would not deem it
advisable—and I am not putting words in your mouth—you would
not deem it advisable to extend the area of Washington to interfere
with Richmond or Baltimore?
Mr. FLEMING. I think—
Mr. FENN. To overlap into them?
Mr. FLEMING. I think there should be some determination there

as to which could be better served. I mention in the statement that
there would be some overlapping at Fredericksburg and at Frederick,
Md., in the Maryland district.
Mr. FENN. I think your suggestion very appropriate both in regard

to the working of the _McFadden Act in the District of Columbia and
your added suggestion in regard to the metropolitan area, that you
deem advisable, and it seems to me as if, if we should draw an act,
trade area is very difficult to define, whereas metropolitan areas are
not so difficult as you stated.
Now, Mr. Luce made the suggestion or made the inquiry as to the

stock ownership in banks. I know that you are very well acquainted
with bank officers, particularly in the East, in the South, and in the
Northeast, as far up probably into New England—perhaps not as
much in New England as elsewhere. Do you find that the executive
officers of those banks, the men in charge, the men who run the
banks, are large owners of the stock?
Mr. FLEMING. In the main, I would say they are not, under present

conditions.
Mr. FENN. Are they not employed, and their high salaries or

commensurate salaries, paid in accordance with their ability as
banking men?
Mr. FLEMING. Yes. I think, of course, all of those gentlemen en-

deavor to have a substantial holding in their own institutions.
Mr. FENN. Of course.
Mr. FLEMING. But the present heads of the larger institutions ere,

in the main, men who have come from other sections of the countrY
and have been picked for their ability rather than their ownership of
stock.
Mr. FENN. In the city in which I live, Hartford, which has lnra'e

financial institutions, particularly insurance companies, it is very
seldom that the officers of the large insurance companies are large
owners of stock. In many instances, in the banks, men come tly
from the ranks and acquire their stock ownership. Of course it le
their own business and they will get all the stock they can, but not

enough to control or keep them in their position if they are unfit.
Mr. FLEMING. Of course, I am an advocate of a banker being 0

trained banker from the start. I think the history of banking has

proven that with the intricacies of banking to-day, a man has to
be a trained banker in order to head a bank and in order to be
successful.
Mr. FENN. But it is not necessary that he control the stock except

with the approval of the stockholders and the directors, in order t°
hold his position?
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Mr. FLEMING. No.
Mr. GOODWIN. I have just one or two questions. If I under-

stand your statement correctly, Mr. Fleming, the branches operated
and owned by the Riggs National Bank, are the result of consolida-
tions with other banks except one branch bank. So, in the acquire-
olent of these banks, there were no other banks forced out of business?
hs Mr. FLEMING. No; there was no bank forced out of business.
rhere were two banks where we purchased the entire stock owner-
ship before the consolidation; that is in the case of the Hamilton
oavin.gs Bank and the Northwest Savings Bank. They went out
of existence and became branches of the Riggs Bank through the
Subsequent consolidation, under the acts of 1865 and 1922.
Mr. GOODWIN. The banks taken over are maintained as branches

thereof?
Mr. FLEMING. Yes, sir.
Mr. GOODWIN. There is just as much competition in the banking

°wiliness to-day as there was before the consolidations took place?
Mr. FLEMING. I think there is very much better competition than

there used to be.
Mr. GOODWIN. Any individual or corporation entitled to and

Worthy of credit, can obtain credit as easily now as before these
consolidations took place and the branches were established?
Mr. FLEMING. I think they can obtain credit more easily and more

liberally.
Mr. SEIBERLING. In legislating for the banks of the country, of

course, we have to take into consideration the country as a whole.
Mr. FLEMING. Certainly.
Mr. SEIBERLING. And while your plan is admirable for Washington

luid the vicinity, the metropolitan idea would not serve the territory
ound St. Paul and Minneapolis, in Wisconsin, Minnesota, or the

uskotas. I understand the principal purpose of the investigation
we are making is to devise some scheme by which banking facilities
Z!,n be given to agricultural States where so many banks have failed.
'bat plan as to trade areas would you have to suggest as to areas
of that kind?
, Mr. FLEMING. I do not think I am familiar enough with the terri-
'orY around Minneapolis to give you an answer.
4, Mr. SEIBERLING. You can readily see your plan would not serve
(lilt territory.
Mr. FLEMING. I see no reason, as a general proposition, why

e„ ..L1larged branch banking authority, allowing banks to go into these

rfferent territories to operate branches, would not work as success-within a certain radius as the group banking which is going on
now
Mr. SEIBERLING. Your thought is that this committee that you

'eferred to would have discretion to limit you here in Washington to
p
a
netropolitan district and then expand that district around St.
ul and Minneapolis to take in the agricultural sections?
Mr. FLEMING. Withintheir discretion—whatever conclusions they

g'Irived at after an investigation.
Mr. SEIBERLING. I believe that is all.
The CHAIRMAN. There is just one more question I want to ask

'it,?o• It has to do with some things that have been happening in
li0 last year in regard to our whole financial situation and has
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perhaps some reference to the concentration of funds available for
speculation, as evidenced last summer, on the New York market.
Do you think the mixing of short-time funds with long-time funds

has anything to do with the furnishing of easy accessiblity to funds
with which to speculate in the market? In other words, is there a
misuse of long-time and short-time funds in banks or in institutions
that furnish credit?
Mr. FLEMING. You have an entirely different structure now of

your commercial houses throughout the country than we had 10 or
15 years ago. You now have most of the large concerns that furnish
the eligible paper throughout the country that have changed their
capital structure into preferred and common stock that may be
listed on stock exchanges, and naturally there are more collateral
loans in banks now and less purely commercial loans than existed 10
years ago.
The CHAIRMAN. Is not that due somewhat to the operation of the

Federal reserve where we drew in funds from the byways and
hedges and made them immediately available and liquid, through
its operations, and the fact we have time deposits and demand
deposits mixed, the whole tending to make liquid all classes of bank
funds, so they can be moved into the stock market or into land
speculation or any other kind of speculation with greater alacritY
than ever before?
Mr. FLEMING. I think the bank conferences held over the count',"

by the different groups of bankers are safeguarding that situation.
There has been an educational campaign carried on.
The CHAIRMAN. They are dealing with this subject?
Mr. FLEMING. With the liquidity of the banks. We know that a

collateral loan is not liquid.
The CHAIRMAN. The annual reports of the Secretary of the Treit5"

ury and the Comptroller of Currency indicate an increasing amount
of investment securities in commercial banks throughout the cowl'
try. It is due to the fact that more of that class of securities is being
emitted than heretofore and industry is changing its method 01
financing from what it previously pursued.
Mr. FLEMING. I think so. One of the difficulties of banks that are

members of the Federal reserve system, is to get eligible commercial
paper. I know one bank that has gone over the country soliciting
purely commercial accounts in order to have paper that is eligible
for rediscount.
The CHAIRMAN. You think there is a dearth of eligible paper? ,
Mr. FLEMING. There is no question about it. In my own baio

we carry a very large, what is known as, secondary reserve. In nil
opinion it should be the first line of reserve. We carry a very large
amount of Government bonds just so we can be liquid. We were
very fortunate in that policy when the decline came. We were able
to take care of our customers and all the banks dealing with us. A
The CHAIRMAN. It has been brought out in these hearings, anu

seems to be the fact, that the larger national banks, particularly 11!
the larger cities, are resorting to larger Government loans for thati
particular purpose. They can use that for rediscounting in theFedere
reserve and enter into sale and repurchase through the Federal resersc
for instant relief. In your opinion, does that have any particula'
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effect on Federal reserve operations? Might not it provide a method
of inflation—
Mr. FLEMING. Of course—
The CHAIRMAN. By the continued use of Government bonds as a

basis for the issuance of credit?
Mr. FLEMING. I do not think they are used in that sense at all.

I think they are used as a safeguard, like an elastic band to stretch on.
The CHAIRMAN. In times of emergency, the big bankers are using

them to a great extent?
Mr. FLEMING. Yes.

, The CHAIRMAN. Is not that getting back to almost the old national
bank circulation medium, which was secured by Government bonds?
Mr. FLEMING. Of course the rediscount rate, with reference to the

rate the bonds bear, does not make it very profitable to borrow on
Government securities. It is not a profitable operation:
The CHAIRMAN. You do not see any danger in the continued use of

Government bonds for the relief of Federal reserve credit?
Mr. FLEMING. On the contrary, I think there is a great deal of con-

cern in the minds of bankers with respect to the fact that Government
securities will gradually disappear if we continue our amortization of
the public debt, which I understand is at about $900,000,000 a year.
,The CirmitmAN. I have heard some bankers advance that idea in

,criticism of the policy of the Treasury in reducing the public debt,
oecause it was taking out of the market an increasing number of Gov-
ernment securities, thereby decreasing their availability for sound
collateral.
Mr. FLEMING. That, coupled with the decrease of commercial paper,

gives very little we can pledge with the Federal reserve banks.
The CHAIRMAN. Decreasing our debt at approximately one billion

a rear will eventually take away this public debt which is now being
Utilized by the banks for the purpose of substituting m lieu of eligible
paper to secure the release of credit.
In view of that possibility and the present dearth of eligible paper, •

would you think it advisable that we increase the scope of eligible

taper by permitting the rediscounting of notes representing brokers'r?ans, similar to the Lombard loans which were advocated by the late
.lovernor Harding of the Federal reserve bank of Boston, or would
3'011 think we should make eligible installment paper or notes secured
°b. an acceptable percentage of municipal bonds or notes secured by
l'adroad bonds or even making the railroad bonds themselves eligible?
,.N.1r. FLEMING. I would favor consideration being given to making
7tIgIble bonds that are accepted as security for Government deposits.
:,tiunk the fact they were accepted would make a greater market for
„'llose securities. We have to find some substitute for the disappear-
n'e of commercial paper on which Federal reserve rediscount system
ss founded.
„ Mr. WINGO. In other words, without undertaking to define what
s"1(' change should be, you feel that developments have made it neces-
4r.v to recast the standard of eligible paper?
Mr. FLEMING. I think we have a very difficult problem ahead of
to find some substitute and at the same time have some collateral

oaI is liquid.
Mr. WING°. You and the chairman proceed upon the theory that
" difficulty is.in the big city banks. I have been interested in two
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banks that you would probably designate as country banks, where
they were carrying considerable Government bonds but occasionally
borrowing from the Federal reserve banks. They were carrying thein
for two reasons: One was the natural shortage and the decreasing
available of sufficient volume of eligible paper and the other was the
difficulty of making their paper eligible even though that paper,
from their own viewpoint, was perfectly gilt-edged and sound, and
for that reason to avoid the technical requirements as to eligibility,
they were carrying Government bonds, and in answer to the question
that I propounded to each of the gentlemen and the chairman pro-
pounded to you, about the danger of getting back to the old bond'
secured Government circulation medium, they suggested that they
simply used it as purely a very easy convenience to get funds that are
necessary to meet commercial demands and therefore, in effect, they
were really not doing anything more than meeting the spirit of the
Federal reserve act.
Mr. FLEMING. Government securities are not very profitable to

hold from a banking standpoint, as far as the return is concerned.
Of course, where you hold a very large block of Government securi.
ties for that purpose, to keep yourself liquid and meet withdrawals
and take care of unusual demands for loans and in times of stress
to take care of everybody that has to be taken care of, you have ts
gear your bank, as far as expenses are concerned, to be able to can"'
them.
Mr. WINGo. The whole thing comes back to this, that I think all

three can agree on, that with the developments that have taken
place there is evidently a necessity for an effort to recast the elf
bility requirements of paper, maintaining safety and yet meeting t
changed conditions and additional requirements.
Mr. FLEMING. I do not think there is any question of the wisdonl

of that course.
The CHAIRMAN. This policy of the use of Government bonds is of

particular advantage to large city banks acting as reserve agents for
country banks in that these banks, through the use of securities,
can, at a moment's notice, secure cash from the Federal reserve,
whereas if they did not have Government securities, they would
probably have to hold the cash. So there is some adVantage to cer
tam n institutions in the use of these Government bonds in that par
ticular, and also in this respect, that it permits them to lend
closer to their assets, because they can go in at the close of the daY
with their Government bonds and make up their deficiency in reserve
and then take them out again in the morning when the clearances
come in.
Mr. FLEMING. It is of very great value, as you state, to any hatli'

that has a number of other banks dealing with it. In the main, those
banks are mostly State banks and they have not a large eligible
reserve. They may have a lot of real estate loans or loans of indi;
viduals, perfectly good, but not the type that the bank itself col&
take and rehypothecate with the Federal reserve bank. So, the banl
carrying those accounts, must have them. The service that the
Federal reserve banks have rendered in that connection has been
excellent.
Mr. WINGO. It has been suggested by some one that there is this

possibility, and to a certain extent, a very great probability, that tile
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volume of eligible paper which has decreased perceptibly and to which
You have directed attention—that that volume is apt to come back
as we go through changed conditions and the changing conditions
We have been going through.
What is your thought on that? Do you think there is a permanent

change, that this is a permanent shortage of eligible paper or that
there will be a resumption of volume?
Mr. FLEMING. It is my opinion that it is practically a permanent

change. I believe people have been taught diversity of investment
and that has been so pounded home that where we had two or three
Men as a partnership operating a commercial house, having all their
wealth tied up in that one industry or business, they would prefer to
,have a preferred and common stock issue, owning the contro land yet
being able to take part of their accumulations and keep them in other
Investments. I do not believe they will go back to the old form.
Mr. 'VYING°. In other words, there seems to be a unanimity of

°Pinion that the appetite of the American people for stock invest-
uients has been wlutted and temporary burnmgs in the market like

that 
suffered last year are not going to keep them away from it;

'net they are still inclined to trust their capacity to go into the
stock market not only for sound investment but for reasonable
speculative activities?
Mr. FLEMING. I do not think we will see the general public in

quite as deeply as they were in November, because I think there
,,re a great many people who will never again buy a security unless
ney can buy it outright and put it away. Of course, 10 or 15 years
trom now there will be another generation growing up and they
Will forget the lessons that have been learned by the present gen-
eration.
Mr. WING°. You do not know of any philosophy that justifies the

‘1„overnment in saying that you can not buy an A B C oil stock or
i'hat you can not buy a Victrola that is beyond your means? There-

we can not prohibit their buying for speculative purposes, and
"le only thing we can do is to see that there is no fraudulent repre-
sentation in the sales.
Mr. FLEMING. I do not think there is any question about that,

and I think anything else would tend to injure the investment of
capital in legitimate industry.
, Mr. WINGO. Of course you understand that this interest we dis-
tally in people burned in the stock market is a biennial affair; that
Ilrith the approaching elections, as happens every two years, we
uecome considerably interested in what happens to these people?
The CHAIRMAN. You say the economic laws have so changed that

a burned child has not any dread of the fire?
Mr. WING°. I have never been entirely satisfied with these old

illUocims that I learned not so much at my mother's knees as at the
'flees of some one else.
The CHAIRMAN. Mrs. Pratt, have you any questions?

k Mrs. PRATT. I think most of the questions I wanted to ask have
ueen asked already.
t. Mr. SEIBERLING. To the extent that we have unnecessary restric-
lons on the paper we rediscount with the Federal reserve, we are
Ilittting on an additional burden on the public that buys the servicetom the bank, are we not?
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Mr. FLEMING. I do not know that I caught that question.
Mr. SEIBERLING. Will the reporter please read the question?
(The question was read by the reporter.)
Mr. SEIBERLING: In other words, if you have got to carry Govern-

ment bonds on which you can not make much profit, you could ho e
other securities on which you could have made a profit and the public
must pay the bill?
Mr. FLEMING. If we could purchase a large volume of commercial

paper we would, of course, make a great deal more money than by
holding a big block of Government securities as a reserve. That
might have a tendency to make the interest rates we charge to cus-
tomers on loans a little lower. It might have that tendency.
think this point ought to be brought out, that practically every other
industry or business in the United States is charging now a consider-
ably higher profit than they did 10 or 15 years ago except the banks.
The bankers have had to become, through restrictions on the amount
of interest they can charge—and I am not advocating higher interest
rates—but they have had to become better bankers to take care. of
their business, to meet the increasing service the public are asking
for and yet to build up proper reserves to meet unexpected losses and,
in addition, to pay fair dividends on their stock.
The CHAIRMAN. In view of the agitation among the menibers of tt

Federal reserve system for a larger distribution of earnings, I shoul
like to ask you whether or not you think that is a good thing?
Mr. FLEMING. I would be opposed to seeing the Federal reserve

banks pay interest on their accounts. I think they are giving 1,5
excellent service in the transit system, absorbing all the expenses.
I do not feel there should be, over the nominal franchise tax to covet
any expenses the Government may incur, a better distribution of any'
surplus earnings, either going back into betterments of the Federal
reserve system or in distribution in extra dividends to members of
the system who are stockholders.
The CHAIRMAN. Do you see any danger in making a distributio

to the banks of surplus earnings, through the encouragement of tb
demand for the Federal reserve to make more money to make
distribution possible?

NIr. FLEMING. I think with the restrictions thrown around the
paper that the Federal reserve banks can buy and the fact that the
rates should be what business justifies. I do not see any way by
which they can be drawn into competition.
The CHAIRMAN. Of course the Federal reserve rates are arbitrary

amounts. I understand it takes the investment of a billion dollar5
in their assets to meet the burdens of the system. Do you think there
might be a possibility of tying up the liquidity of the Federal reserve
system if it were compelled to earn more money in order to pay bani6
an additional amount?
Mr. FLEMING. I think that a very large percentage of whatever thl

surplus earnings are should be covered back into the surplus of th
Federal reserve banks.
The CHAIRMAN. You do not think the further distribution of thee

earnings would affect the fundamental purpose of the system as 8
nonprofit-making system?
Mr. FLEMING. In my judgment the large profits of the Federal re

serve system were made in two or three years.
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The CHAIRMAN. Inasmuch as there is something over $250,000,000
surplus and only 50 per cent of the Federal reserve stock paid in, do
You not think the banks could be better served by returning all but
a nominal amount of their capital to them to invest as they see fit?
Mr. FLEMING. I would want to give very careful consideration to

the return of any part of the capital or surplus of the Federal reserve
banks.
, The CHAIRMAN. I am not speaking of the return of the surplus,
„sbut the return of all but a nominal amount of the capital to the
Icederal reserve banks and let them invest it as they see fit.
, Mr. FLEMING. A bank makes more on capital funds then it does on
le posits and if you return a large portion of the Federal reserve capital
't Would have a tendency to lower their earnings, I believe.
The CHAIRMAN. Well, the Federal reserve is somewhat differently

constituted than a commercial organization. I know there is a big
agitation on for a further distribution of surplus earnings. I am fear-

ful if that is granted it may be an incentive to place the Federal
reserve system in competition with other banking and that it might
tend to make nonfiquid the assets of the Federal reserve system.
Mr. WINGO. You assume that the bank's stockholders have no

eontrol over their institutions.
The CHAIRMAN. The law regulates the amount that shall be paid

to them.
Mr. FLEMING. The stockholders have not so much to say in the

luangement of the Federal reserve banks.
Mr. WING°. They are going to have more and more to say, are

tileY not?
Mr. FLEMING. I think, as a general proposition, that most of the

tueinber banks feel that the Federal reserve banks have given great
rvice. I do not believe there is any feeling of antagonism between

'Re members and the Federal reserve banks.
Mr. WiNco. What I have in mind is they will have more and more

I° say as to the question of competition; in other words, if the Federal
1eserve banks started out, and it became obvious they were pursuing
Policy to become competitors of member banks where it was not

necessary in the original function 
, Mr. FLEMING. I think the member banks would take that question
uP very vigorously.
Mr. BUSBY. In your statement you name 19 little towns sur-

tlunding Washington in Maryland and in Virginia in which I under-
tartd you suggest it might be well to have authority for the Wash-

jlgton banks to go into this territory and do a banking business.B that right?
Mr. FLEMING. Yes.
Mr. BUSBY. What would be the nature of the business that the
"ashington banks would do in that territory—group or branch or
11'110?

Mr. FLEMING. Well, I believe that the natural tendency of the
!lev/th of the city banks will be to enter the suburban districts toward
slese smaller towns.
Mr. BUSBY. With branches or 

thMr. FLEMING. I would favor authority by law to have branches
ere.
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Mr. BUSBY. Now, do you know anything about the dividends or
earnings of these specific institutions at the places you mentioned?
Mr. FLEMING. No; I have no direct knowledge as to what each one

is earning, but I do know, as a general proposition, operated as S
branch, as I have illustrated in this written statement, many econ-
omies can be effected.
Mr. BUSBY. But that is theory altogether. You do not kn(

anything specifically about the operation of the bank at Cherryda
for instance, do you?
Mr. FLEMING. No; but in connection with the other branches we

have
Mr. BUSBY. Have these banks importuned your bank or any MI

to come out and take them over?
Mr. FLEMING. No; but I can see that if group banking develoi

these banks may be picked up.
Mr. BUSBY. If the communities are getting along well with the

banks and they are prosperous and pleased with them, don't you
think Congress should keep you gentlemen out?
Mr. FLEMING. I have not stated that we wanted to go out there.
Mr. BUSBY. You observe it as a fruitful field in which the banlo

of Washington might operate?
Mr. FLEMING. No; but I do take this position, that if more and

more of our residents should go into those places—
Mr. BUSBY. You should follow them with your bank?
MT. FLEMING. No.
Mr. BUSBY. What do you mean by the insinuations in your stat

ment, then?
Mr. FLEMING. I mean just what I say. We believe, rather than

have a group, possibly, coming in and pick up these banks around
Washington, that it would be preferable for those communities, for
the general good of all of these communities here and for us, for 119
or other banks in Washington to have branches in those section5
rather than have those banks owned by groups, which is the present
tendency.
Mr. BUSBY. Yet none of these 19 places have expressed al

desire in the world to have you folks come out there and take thou
over as branches or any other Washington bank?
Mr. FLEMING. None have approached us.
Mr. BUSBY. Do you not know that the life and death fight iu

those places—not only with respect to banks but respect to ells°
stores, and so forth—is to keep you out of those communities? .P°
you not hear the radio programs every night or two preaching again°
the things you suggest here?
Mr. FLEMING. I can only say wherever we have established 13

branch we have found, m a very short time, that the number of 0110'
tomers that they have had dealing with that branch have increased,

the deposits have increased, and we have received general commend
tion from the commumty.
I see no reason in the world why we should nor receive the sail°

commendation if we should establish a bank in one of these plac.es
that would give greater service to the community, a quicker serr e

and cheaper service—I can not see why anything that happened ip
community like Georgetown would not happen beyond the city lila°.
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Mr. BUSBY. Each one of these 19 small towns grew up by reason
of the merchants that went there and established independent banks
and the other banks that went there because it was a good trade center.
Now, the independent banks that are there now went there and

established business there because the promoters thought it was a
good field for them to establish their size of business in and they have
evidently prospered, because they have remained in business. Do
You think it would be for the best interests of that community to
sPread the idea out generally and the country at large, to permit in-
stitutions like yours to go out there and sap the spirit out of the
People who have put their money into these banks out there and bring
,tne management of the branch you establish into the city of Wash-
olgton instead of letting it alone and letting it proceed in the way it
was established by the people who bought the place and wanted it
there because they have settled there?
, Mr. FLEMING. We have never pursued any such policy, and I
know of no bank that operates branches that has not the interest
of the community 
. Mr. BUSBY. Why do you not go to some other place where there
lo no bank established?
Mr. FLEMING. It has been our policy and the policy of other banks

tO select the principal men in the community as directors and mem-ers of the advisory board of the branch. You can not conduct a
,uosiness without the good will of the community, and you of neces-
41tY must also employ the management to run that bank that is a
Part of the community.
Mr. BUSBY. That is from the good-will point of view.
Mr. FLEMING. It is the common-sense and good-judgment point

of view, also.
Mr. 131usny. Tell me this: Why do you figure that they need you?
Mr. FLEMING. I have not said that.
Mr. BUSBY. Why did you suggest that in your letter here?

,. Mr. FLEMING. Because I have a feeling that if group banking con-
unties, the banks in this fringe of small towns around Washington

be absorbed by some group.
Mr. BUSBY. That will be no different from other like situations in

other metropolitan centers?
Mr. FLEMING. We have a different condition in Washington than

,.01.1 have in other cities. If we were not restricted by the 10-mile
Nuare, a great many of the city limits would be extended and take
11.1 these towns, and there is no question they would be a part of the
147 of Washington; but, as you gentlemen know, the city limits can
t be extended.
Mr. BUSBY. I believe you said a while ago that you thought it was
4 far distant when the chain stores and chain banks—in fact,

'Itain industry of every kind—would be the order of the day.
, Mr. FLEMING. No; I do not believe I said that. I did not mean
t° convey that idea. There is a growing tendency toward that.
Mr. BUSBY. What is your opinion in regard to its coming about?
Mr. FLEMING. Well, it seems to me to be steadily growing. It

agsed to be only the grocery stores, but it has spread so that it covers
great many other lines of business.
Mr. BUSBY. There are about 22 States that do not permit branch

'1;14nking at all and 14 or 15 others like Mississippi, which permit it,
ut you would never know they permitted it from the fact that there
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are only operating one or two little institutions that were started u1)
prior to the time of the law prohibiting further extension, making in
round numbers, about 40 States that do not permit branch banking and
yet the statement from every one of you gentlemen coming in here,
heading large banking institutions, is that we are right at the point
where branch banking is imperative. Where did you get that idea
when the States are not 
Mr. FLEMING. I guess I am not familiar with the situation in your

State.
Mr. BUSBY. I am talking about your general knowledge of the

banking conditions over the country.
Mr. FLEMING. To begin with, a large institution with strong

resources can extend the benefit, through a branch to a coniinuniq
center that a small independent bank can not give. There are all
sorts of service that can be performed. The public gets better service
through a branch than through a small independent bank.
Mr. BUSBY. If the independent operator in a mercantile estab-

lishment or a banking institution or any other kind of institution is
not protected by law from these larger units, they can force themselves
into a community and force the small entity out of business because
it can not compete with the different types of service that can be
extended by the larger institution and the different kinds of pressure,
that can be brought to bear. That is the actual situation in regar°
to that.
Mr. FLEMING. Well, if a branch of a large institution does not give

service, the public will not deal with it.
Mr. BUSBY. That is not it. When you put two or three inillion

dollars or $57,000,000 in the hands of an organization, they can go
out and in one way or another circumvent or put out of business eo
organization prospering and serving the situation well and handling
the situation admirably for the people there if it has but a
or two of assets.
Mr. FLEMING. That is not my observation of a bank. If a bank

pursues that kind of policy it will not be successful in that situation.
Mr. BUSBY. Have you ever talked with anyone where the Banl

of Italy, for instance, determined to establish a branch at its 00
figures?
Mr. FLEMING. I have no knowledge as to the various prices the!

the Bank of Italy or any bank paid for any bank it took over, but
assume it must have paid a price that was satisfactory to the stock'
holders or they would not have sold their stock.
Mr. BUSBY. The policy of securing baits by that type of practice,

ought to be noted in the record. I have it on reliable authority Ow
on one occasion the Bank of Italy representative went to a certli°
bank in California and offered to buy their stock. They said, " We

do not want to sell, but want to remain a unit bank." The repre;
sentative of the Bank of Italy said, "I will be back next year and;
will buy your bank and will not pay you near as much as I &fere"
to-day. I will make conditions so you will sell to me."
I find that is not a foreign spirit to lame institution, v,-hencrer,

they determine to enter a territory and 
large

over an establisliet;
bank 

,
banking business. That is what I object to about this method '
growing, by the larger banking organizations.
Mr. FLEMING. Of course a bank is a semipublic institution. Til,q

are there to serve the public and, after all is said and done, the pub°

tl

t1

tel

‘41,

ri?
ar1(

Sei

th/
he
the

Yot
Ian
A

ov,

!hop
(i



1111Mlim-

ad
ill

ref
St
ea

or

he

rig
ty.
fai
iCe

is
ves
use
be
Jre
arc'

rive

ion
go
50
ig
jOfl

5111‘

h
Ut

ot

061'.

rho'
taio

pre'
0_1
ere"

ever

;(-1 o'

1,101

BRANCH, CHAIN, AND GROUP BANKING 1749

Will demand the best service. Whatever type gives the best service
Will survive.
Mr. BUSBY. I do not agree with you if you have the money avail-

able to bring the other elements into play.
Mr. FLEMING. If a bank pursues that policy it will not long have

the money to survive.
Mr. SEIBERLING. I think this record leaves the witness in an

entirely wrong attitude. As I understood you to say, you wanted the
right to extend the branch banks into these communities because
You did not want to be forced into taking over those banks by a group
or chain—that if you did not take them over some one else would,
nd you would be deprived of a banking territory that primarily

°elongs to Washington.
Mr. FLEMING. It is my opinion if Washington was not so peculiarly

situated with respect to its city limits, a lot of these outlying tern-
tones would be within the city limits now and rather than have a
group come in from an outside source and pick up the banks and take
the money away from Washington, it would be far better for us to have
enlarged branch banking privilege and enable us to establish branch
banks there.
„ Mr. SEIBERLING. You think Washington has a primary right to
"le banking business around this fringe around the District of
Columbia?
Mr. FLEMING. Yes, sir.

„.,Mr. BUSBY. You say, "Take the money away from Washington."
!re have been taught to believe, by the group and branch bankers

.tat they put more money into the community than they took away.011 do not believe that is the natural result should they tie into the
0141 ing territory with their branches?
Mr. FLEMING. I doubt very much if the demand for loans in that

rritory takes up all the loanable funds for those banks; consequently,
Lne surplus funds unloaned would naturally go into the parent bank,
berever that parent bank might be situated.

t, Mr. BUSBY. You do not consider that you have any inherent
;s'ght to the banking advantages that exist out in Virginia or Maryland
grid the towns mentioned by you, do you?
Mr. FLEMING. No; I do not think there is any inherent right to

44Ything in banking.
Mr. BUSBY. That overthrows your argument in answer to Mr.

'aeiberling's question.
„ Mr. FLEMING. I do not think so, sir. I am simply pointing out
toat this section, if it was in a city like Los Angeles or Atlanta, would
s'),e Within the city limits and therefore would be a part and parcel of
"le city of Washington.
Mr. BUSBY. I must take issue with you there. I do not see how
21.1 can get Gaithersburg and Leesburg and a lot of these places 20
'ilea away. It looks like begging the question.
Mr. FLEMING. I said a possible enlargement of the trade area

ki„ g go that far and I pointed out that there might be possibly an
"verlapping in some places with Baltimore and Richmond.
Mr. BUSBY. That is all.

14 The CHAIRMAN. We will adjourn until 10.30 o'clock to-morrow
°Ming, when we will hear Mr. Henry M. Dawes.
(Whereupon, at 4.15 o'clock, p. m., the committee adjourned to

"'eet at 10.30 o'clock, a. m., Wednesday, May 28, 1930.)
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WEDNESDAY, MAY 28, 1930

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Washington, D. C.
The committee met at 10.45 o'clock, a. m., in the committee room,

Capitol, Hon. Louis T. McFadden (chairman), presiding.
The CHAIRMAN. The committee will come to order. I desire to

call to the attention of the committee the fact that the chairman
invited Mr. George W. Davison, president of the Central Hanover
bank St Trust Co., of 70 Broadway, New York, under date of May 8,
to appear before this committee. Under date of May 9, Mr. Davison
replied as follows:

I have your very courteous telegram of the 8th instant inviting me to appear
before you committee on branch, chain, and group banking. I have said already
all that I have to say on that subject and it would irk me considerably to have to
,repeat it. I am inclosing you a copy of what I had to say in the event that you
nave not seen it. I hope under these circumstances you will be willing to excuse
ale from attending on the committee.,

Under date of May 12 a reply was made to that communication in
Which it was further urged that he appear before the committee and
the dates of May 20, 22, 27, and 29 were suggested. Up to this time
no reply has been made to that further communication.
I want to suggest to the committee that Mr. Davison is one of the

important bankers in the United States who has given utterance to
,definite views in regard to the subject that is under consideration
before this committee. His testimony is valuable to this committee,
and because of the fact that the committee has made the rule not to
insert statements by anyone unless they appear themselves for
questioning before the committee I deem it of sufficient importance
that we have the testimony of Mr. Davison, and I call the matter
,to the attention of the committee with the request that the chairman
be authorized to subpcena Mr. Davison to appear before this com-
tnittee. I will not bring it up at this time for action, but I present
it merely as a matter of information.
Mr. BRAND. Where does he reside?
The CHAIRMAN. New York City.
Mr. BRAND. He should be able to get here very conveniently.

. The CHAIRMAN. We are fortunate in having before us this morn-
ing Mr. Henry M. Dawes, of Chicago, a private business man, rep-
tesenting the depositor's view, and from his experience as a banker in
ehicago and later as Comptroller of the Currencyz who has frequently
!IPPeared before this committee in connection with matters pertain-
fig to banking in the United States, we will be very much interested
in hearing his statement this morning on the subject of branch, chain,
and group banking.
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STATEMENT OF HENRY M. DAWES, OF CHICAGO, ILL.

Mr. DAWES. Mr. Chairman and gentlemen of the committee, I
feel rather apologetic about the length of my statement.
A casual scrutiny of the testimony which has been given before

this committee gives one the impression that centralized banking is
being advocated solely because of an altruistic desire to serve that
portion of our Citizenship which makes up the population of our
small towns and villages. Strange as it may seem, the pressure for
this service does not seem to come from the people who are to be
served, but from certain ministers of grace who are competing vio-
lently for the opportunity to exercise their benevolence. The ques-
tion of self-interest or adequate return is touched upon very lightly,
but in my opinion may be safely assumed.
It is necessary in considering arguments submitted to this com-

mittee to bear in mind the possibility of unavoidable prejudice, and
your hearings will not be complete with the testimony of bankers, as
theirs will always be,to a certain extent, ex parte statements. There
is more involved in the issue than the technique which is the province
of the banker. The requirements of industry, commerce, and society'
are a concern of government and banking is important only as it
serves them.

There are two sources of advice and information whose frank ek
pression would be very valuable to anyone making a study of this
question. They are the managers of the very large city unit banks
and the investment bankers. It would be extremely difficult to get
such an expression from either. In the case of the very large institu-
tion, which has no ambitions along syndicate lines, the banker would
be asked to comment upon the operations of his largest depositors.
No matter how bitterly he may feel he will hesitate to say anything
which might result in the withdrawal of deposits. The investment
banker is in an even more difficult position. He must realize that
this movement spells the doom of his business. With the absorption
of unit banks by centralized groups, he will obviously lose them to
outlets. With the building up of these outlets these centralized
groups will, of course, go into the origination of securities, so that the
investment banker, by their operation, is deprived at once of his
source of supply and his outlet. In the meantime, however, these
groups are very fine customers and he has to face the dilemma of
losing a good present customer or submitting, without protest, to the
development of a movement which will result in his extinction.
Without in any way implying that deliberate and improper pressure
will be brought on anybody, the embarrassments of these two groups
of the large independent banker and the investment banker suggest
that similar inhibitions will be put upon a large proportion of those
to whom you will turn for information and opinion.
The duties of bankers are those of trustees of other people's funds

and a recognition of this has always characterized them in the past.
They have recognized that this imposes upon them certain limitations
which do not apply with equal force to other activities. When bank'
ers begin to apply some of the methods of other commercial enter'
prises and some of their systems of finance, they are straying awal
from the straight and narrow path that they have followed in the past.
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Responsibility is essential to trusteeship, and responsibility can not
be discharged by the trustee who does not have freedom of control.
The manner under which this control is acquired and the place where
this control rests will modify the whole course of a banker's operations.
Before going into a discussion of the principles of centrarzation it
Would be appropriate to discuss the new banking from the stand-
Point of responsibility and control.
There are three manifestations of centralization in the United

States. Up to a few years ago the chain was the most widespread;
then in certain States branch banking developed, and recently the
organization of holding companies has combined the two principles
Slid extended them.
• The term chain banking is usually applied to banks in which there
'Ban interlocking ownership, although frequently this ownership con-
stitutes a minority interest, but always a practical control, due to the
Personality of the head of the chain. The argument for this type of
°Peration is that it increases cooperation, imposes management, and
secures diversification. Many sound chains have been established,
and are in operation, I believe, however, that the general trend of
banking thought is distinctly unfavorable to them.
When banks are associated for the purpose of the exchange of

securities it is not usually the prime securities which are under con-
sideration, and while it must be conceded that a certain diversifica-
tion of collateral is brought about no very important good is accom-
Pjished as good collateral can always be used by correspondents or
(Recounted at the Federal reserve banks. The practical result,
therefore, as a rule, is the rapid circulation of bad notes throughout
the system.
The dominant personaltity in the chain usually sees that those

Inember banks in which he owns the least stock are the ones which
get the worst collateral.
The collapse, about two years ago, of what was, so far as the num-

ber of its members was concerned, probably the largest chain that has
ver developed in this country, developed a situation which would

,°.e amusing if it were not tragic. Certain members of this organiza-
1,1on paid to the managing control a large sum of money for instruc-
!,Ion in those practical aspects of banking in which the small banker
ls generally considered to be inexpert. They acquired both knowledge
and experience, and in some cases enough bad securities to bankrupt
the banks.
The device of transferring assets of local origination to different

sections by this method results in an exceedingly difficult task for the
,SuPervising authorities. When small loans on real estate are switched
ll'om Florida to New York, the New York bank examiner has an al-
to(kit impossible task in ascertaining their value. The responsibility
ftnd the control in chains is often hard to locate, and when located is,

a rule, more distinguished for its control that it is for any financial

Branch banking is concentration carried to the nth degree. It
1"HY be said for it that the location of responsibility and control is

more definitely ascertainable than is the case with either of the
ther forms of syndicate operation. Branch banking in this country

Llas not yet passed State lines. If it does an interesting problem will
uevelop as between State and National control. Any system of branch
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banking offers great difficulties in the matter of examination, either
private or governmental. The possibility of switching assets from
branch to branch can only be definitely prevented by having an
examiner in each branch at the time of examination. I do not know
of a case where this has been done up to the present time, but branch
banking is in its infancy. It would be utterly impracticable to have
examiners in every branch of an institution that, for example, had
1,000 branches. If absentee banking is to be approved, and if central-
ization is desired, much is to be said for the advantages of this form
as compared with the others that involve the same principle.
The recent development of holding company control of unit banking

operations is probably the tendency that has precipitated the present
unrest. To recall the manner in which these holding companies are
formed in many cases is alone sufficient to emphasize the possibility
for abuse under irresponsible management. The usual procedure Is
to issue stock of the holding company in exchange for stock of the
unit. Sometimes a majority of the stock is secured in this way, and
sometimes a minority, but it must either be assumed that the stock
is acquired for the purpose of speculation or for the purpose of practical
control. The substitution of the holding company's assets for the
financial responsibility of the previous stockholders of course results.
This financial responsibility, which must be depended upon in case
of trouble and which must pay the double liability on the stock of
any unit which fails is nothing more nor less than the stock of other
banks.

Since all of the constituent banks, both a bank in trouble and the
others whose stocks represent the assets of the holding company, are
under the same management and are presumably operating in much
the same territory, they will, as a general thing, prosper or suffer St
the same time. When an emergency call is made by a subsidiary it
will be at a time when the other subsidiaries are in the poorest position
to support it and when the stock of the banks not directly involved
is the least valuable as an asset. It is rather interesting to hear the
advocates of this system of banking contend vigorously that theY
will always be in position to support a weak unit, particularly to one
who is conscious of the relationship between fundamental conditions
in a district and the condition of the banks. The epidemic which
occurred a few years ago in the small banks of the Northwest and which
occurred more recently in Florida was not due to bad banking. It
was due to bad crops, low prices, hurricanes, and conditions beyond
human control. The banking was not bad. It was simply not good
enough to combat the laws of nature.
The prices at which these stocks in unit banks are purchased bY

exchange for stock of the holding company to a very considerable
extent must determine the responsibility and the ability of the hold;
ing company to support its units. It is very rarely that the stock 01
a good and well organized bank sells at as low a price as its book value.
Anything above book value is, m its last analysis, of course, an estimate
of future earning capacity except possibly some speculative value 111
trading. It is very rarely that bank stocks are acquired by holdmi
companies on their asset or book-value basis. They are absorbe0
rather on the basis of what it is hoped that they will be able to es$1,
in the future, the extent to which they will strengthen the geners'
organization, and the fear that some competitor may absorb thea
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This has resulted in a tremendous speculation in bank stocks, and
tans advance and speculation has produced a dilution in the real asset
valu.es of the holding companies. It introduces definitely the pro-
Motional theory and stimulates speculation. It is altogether a sad
departure from the stability and the dignity which has always been
a tradition of the banking profession, and it is thoroughly inconsistent
With the trustee relationship. To cite instances of the organizations
Which are sound and well officered and constructive in their operation
hat have been organized by this system of trading for stocks in hold-
Mg companies by no means justifies a procedure which is certain to
result in bad practices on a large scale.
Up to last fall anything could be consolidated through the holding-

company route, if not directly, and almost any profit, evidenced by
stock in the holding company, could be realized by the promoter.
In the feverish search to find earnings to capitalize the fruitful field
ef bank stocks was exploited with other stock. It was not legislation
but economic law which closed this cycle.
The successful operation of a number of large, well organized porn-

Panics of this kind is freely conceded, although whether the individual
iFood banks which compose them have been bettered s .debatable,

out if this principle of indefinite centralization and consphdation by
trading stocks is carried to its logical and obvious conclusion, the out-
Lc°, Me will be that the banking system of the United States will be in
me control of a few organizations which have contributed little if
anything in the way of capital and which owe their origin to the dex-
terity and skill of their officers as traders. Undoubtedly a great
kany bankers located in our large interior cities have visions of de-
veloping holding companies which control the banking situations in
their sections, and the ambition eventually to become overlords of
feudal principalities, coextensive with the Federal reserve districts.
They can draw a most alluring picture and appeal most strongly to
Provincial and sectional prejudice. Personally, I have never been
able to locate Wall Street very definitely, except in a geographical
nse, but whatever Wall Street may be they expect in this way to

Pecome emancipated from it. If it.is feasible to concentrate the bank-
ing of a Federal reserve district in one control in 12 districts, does it
!Nuke any very great stretch of the imagination to conceive of a com-
pination of these 12 districts and a new and real Wall Street? Call it
,DY any name you will, the concentrated control of banking in a few
'lands is involved, and in spite of the size and resources of our country
the number of hands will be very few.
There is an economic orpiment and a social excuse for industrial

kid commercial consolidations, which, on account of the quantity
theory of production, can better supply the needs of the public, but
credit is not a commodity. No legitimate parallel can. be drawn be-
'sveen the large industrial unit, covering a great territory, and the
!!irge banking unit with distant ramifications. Your industrialist is
dealing with a commodity which he has bought and paid for; the bank-
Sr is dealing with other people's money.
In those cases where the problem of the small, unsound bank can

4ot be solved, and their elimination has been brought about, the
central organization claims a great public service in offering to set

branches. The extent to which it is feasible to establish branches
where units can not be profitably operated is debatable, but the
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communities which will support a branch and not a unit are in .8
small minority, and in a very large proportion of those cases there 10
no great public convenience and no public need taken care of. The
farmer who, in the old days, had a practical radius of perhaps 12
miles with his horse and buggy, to-day with his automobile can cover
100 miles. If he is deprived of a crossroads banks he can go to the
county seat. Conditions which, 30 years ago, justified the estab-
lishment of a branch m rural districts, have changed entirely to-day,
and the district which can be reached from a county seat bank with
convenience to its customers is, in most Eastern States at least,
practically the limits of the county.
There is at the present time much discussion of the principle of the

chain store, but the parallel between the chain store and branch
bank is in one respect only applicable. This is in the matter of the
substitution of employee for owner operation. Chain stores may
or may not be an evidence of progress, but the fact that they are
dealing with commodities and not with credit makes a comparison
pointless. If a chain store is able to deliver its wares to its customers
more satisfactorily than the local merchant, it is because of an advan-
tage over their small competitor which the group banker does not
have over the small banker. If the chain store can sell more cheaply
than its competitor, it is because it can buy more cheaply because it
buys in large quantities. Paying less for its raw material it is ill
position to sell its product at a lower price. This is the only advaa"
tage it has over the local merchant because its other operating expense.s
are as great or greater. The product with which a banker deals is
money.
The price that he pays for money is interest, plus losses on bay

loans. As far as the depositor is concerned, the small banker usualld
pays less interest on deposits than does the big banker. The general
price of money, however, is reflected by the Federal reserve rate and
Federal reserve funds are available at the same rates and on the same
terms for big and little bankers. The big banker, therefore, does not
get his stock in trade any cheaper than the little banker. The re-
maining factor in the cost of this raw material—money— is the extent
of losses in bad loans. Bad loans are due to either incompetence on
the part of the banker or a disposition on his part to render servic.e
to his clients and to his community even though it involves a certain
recognized risk.
Let us analyze this question of incompetence. The complacent

arrogance of size and wealth asserts that the big operator, whether al
banking or any other commercial pursuit, is a better man than the
little operator, allowing for no fortuitous circumstances by which
the big man may have achieved his greatness. Assuming then that,
the big banker is a better man than the little banker, he is handicapped
in his operation becase he knows less about his credit risk than does
the little banker, especially if the big banker is a chain banker and
the little banker is a unit banker. The unit banker, particularly al
the smaller communities, is the personal acquaintance and friend of the
man who makes the loan. He is fanuliar not only with the details of
his business, but he knows his character, experience, and ability. lie
has every advantage over the man who must form his conclusion as the
result of the recommendations of a minor employee in a distant city.
The owner of a bank will make less bad loans than an employee
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Whose superior may be a thousand miles away. If, however, banks
are to be conducted as pawn shops, where standard collateral is the
only basis for loans, it makes no difference whether loans are made
by financiers or clerks. Anyone can apply the simple formulas.

If banking is not considered as a social responsibility, there is no
excuse for any bad loans. This is not the case, and certain risk must
be taken in the interests of progress and in response to the public
interest. Remembering that the banker is a trustee for the corn-
niunity's funds, he has no more right to withhold them unreasonably
than he has to disburse them carelessly. As a member and a product
of the community in which he operates, the unit banker is in a position
to appraise the public needs and to administer them more sympa-
thetically and more intelligently than the absentee banker. In doing
so it is not impossible that he may, at times, incur losses which the
absentee banker would not, but these losses which are made in the
exercise of public responsibility will not, in the main, offset the saving
he effects over the operations of the chain institution because of the
intimate personal acquaintance with the creditor. In considering
such losses of the unit banker as may be the result of too great liber-
ality to local enterprise, it must be remembered that the money which
le lost to the bank is not lost to the community, that the brick and
Mortar upon which these funds .may have been expended are still in
the community, whereas if the funds are loaned by absentees to ab-
sentees the loss registered on the balance sheet is a loss to the corn-
niunity. The big bank and the little bank, therefore, start with the
Same base in the cost of raw material. Their additions to this in the
Way of losses are not widely different, and the only advantage, there-
fore, of one over the other must be economy in mechanical operation.
, Economy in mechanical operations is a thing which can reasonably
be assumed for both the branch and unit system. Such advantages
as there are, however, in my opinion, rest entirely with the unit
system. The overhead of a central organization and the red tape
Which is involved in its operation, the delays in decision, the division
Of responsibility, and so forth, ad infinitum, are inherent in size, and
are a deadweight which the injection of specialists does not offset.
, The availability of money is as important as the price thereof. It
Is conceivable that in the city of the central bank, on account of
drawing funds from the smaller communities, more money would be
available, but it hardly is in accordance with nature for the central
office communities to pump its funds out to the smaller branches.
The inevitable results of centralization will be to restrict the activities
0. f smaller centers, and to accelerate the concentration of population
In the larger cities.
Under the unit system of recent years, the percentage of loss to

depositors in large banks has been so small that it is practically negli-
gible. The extent to which failures have been confined to smaller
Institutions is demonstrated by the fact that in the eight years ended
becember, 1928, 63 per cent of the total number of failures was con-
fined to banks with a capital of $25,000 or less and that 88 per cent
of the total was in banks of less than $100,000. Further, as showing
the extent to which the trouble was confined to small municipalities,
40 per cent of the total failures occurred in towns of 500 population
or less (and it is a very unusual situation where a bank is justified in
a town of less than 500), 60 per cent in towns of 1,000 or less, and 80
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per cent in towns of 2,500 or less. The problem of safety is therefore
largely a small-bank problem. The group banker suggests that lie
will solve this by extending his branches or chains to the communi-
ties in which these little banks are located. How does he intend to
do this? Does he intend to buy up the good banks of the com-
munity and incorporate them in his chain? If so, he hasn't improved
the situation. Does he intend to buy the bad banks? I have not
heard of them suggesting this. Does he intend to compete with the
good banks? This would not be desirable, as it would substitute
absentee control with no compensating advantages. His answer
would hardly be that he would want to compete with the poor banks,
as obviously that would quickly cause their failure and injure the
community. It seems to me that the only claim must be, and it
may be a fair and reasonable one, that his objective is to eventuallY
supply branch or chain banks to every community that needs banking
facilities, and to the complete exclusion of the unit bank. If he can
operate as economically and serve the community as well as the
unit bank he will soon eliminate the unit banks.
Unit banks can not survive the competition of chain or branch

banks. They serve the community better, but it is at a serious dis-
advantage in two respects. In the one case certain clients who are
very profitable to a bank are comp,elled to patronize the chain or
branch institution in all matters because they can serve them in some.
The management of a concern which operates in a number of different
cities is very often associated in business enterprises with the men who
are conducting central institutions, and will, as a matter of course,
patronize their branches at the expense of the unit banks. When he
is not associated with them either socially or in a business way he
frequently has to meet them in connection with the issuance of
securities. When he does this he incurs, either directly or indirectly.,
an obligation to patronize their branches. Whether he wants to or
not, he is in a position where he feels that his interests require him to
throw his business to the big chain rather than to his friend and neigh-
bor. This class of patron usually constitutes a large portion of the
cream that is now coming to the unit bank. Furthermore, entirely
outside of the banking relations, the operators of small commercia.1
and business enterprises are very much handicapped in meeting their
larger competitors if those competitors have the ear and the approach
to the avenues of credit that can only be reached in central cities after
the unit system has been discarded. This situation can not be ignored
by the assertion that the chain bank can offer facilities that the unit
bank can not, because there has never been a time in the history of this
country that, through the operation of the correspondent system and
the use of various methods of syndicating loans in financing, it hes
not been possible for the small banker to accommodate his dents
who are entitled to credit. The difference is that in the one case the
client is dealing with a friend .and a neighbor, and in the other he
dealing with a stranger in a distant city, and as every unit bank 1.3$0-
comes attached to a chain the opportunity for syndicating cooperative
arrangements between others is narrowed. It can not, I think, be
contended with justice, that when the country is eventually under the
centralized system these banking arrangements can be made with
more celerity, if at all. There are few business men who are not
familiar with the red tape which is essential to safety in the operation
of a very large organization.
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Whatever the fundamental reasons, the fact remains, neverthe-
less, that few localities can be shown where unit and chain banks
yr .branches have existed for a very long period in competition, and
it is the centralized group that is the survivor; but it is not, in my
Opinion, a case of the survival of the fittest, unless the social aspects
are disregarded. The issue is one of survival, and it is hopeless to
attempt to compromise.
In spite of general claims to the contrary, these new syndicates

have done little, if anything, to solve the difficulties of the unsound
small bank, whose failure is being enlarged upon as an argument for
the inauguration of a new economic era. They can not solve this
question, and it never will be met except by the inexorable operation
of natural laws. Just as truly as there is a point at which too great
size destroys efficiency, there is a point below which the unit can
not survive. There are hundreds of banks of less than $100,000
ttpital that are sound and strong and have every element of vitality

!nherent in them, but the measure of such banks' ability to survive
is not the size of their capital but the extent of the resources which
the community can put into them. Generally speaking, however,
the banks with very small capital may be assumed to have very
small deposits, and the overhead cost of such an operation is such
as to prevent their thriving, and the principal reason for their fail-
!Ire is the fact that they can not afford the expense involved in secur-
nig the service of competent officers. To expect to secure a very
high class of talent for a salary of $2,500 to $3,000 a year, which is
all that a very small bank can pay, is unreasonable.
The responsibility for this rests primarily with Congress and the

State legislatures in permitting the chartering of too small institutions,
and secondarily with the authorities, both State and national, to
the extent that they should have exercised discretion in refusing
Charters where communities did not require . them. The discon-
tinuance of the issuance of further charters below a reasonable limit
Would be constructive. The only thing that can be done for the
unsound banks which are now in existence is for the supervising
authorities, State and national, to help them to bring about liquida-
tion in a way that will occasion the least loss and to supervise the
a.eund banks as carefully as possible and stop chartering too small
institutions for which there is no need. The injection of the branch
and the chain system will only exaggerate a bad condition.
The Federal reserve has been in successful operation for a matter of

seme twelve years and it is natural to fall into the habit of thinking
pf it as though it were an independent unit rather than as it actually
18, a coordinating agent. It is merely the composite of the members
of the system and automatically changes with any change of its
Constituents. To recall this obvious fact centers attention on the
fect of changes which private banking innovations will have on the

rederal reserve system. The operations of State and national banks
and the Treasury Department and the Federal reserve are inextri-
ably interwoven and it is impossible to legislate in any matter affect-

lflg one independently of the other. The Federal reserve was orga-
nized because of the ability of the Federal Government to enforce
the more or less unwilling and certainly unenthusiastic cooperation
of the national banks. This was later followed by the timid and
tentative approach of the State banks, so that its membership at

1
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the present time is partly compulsory and partly voluntary. It is
the final evolution of a century of finance and the solution of the
conflict of the years between the centralization theory and the inde-
pendent unit theory. In a sentence, it consists in the application of
coordination to independent units.
With the development of chain, branch, and syndicate banks the

membership is being changed from that of independent, locally
operated units to centralized groups under absentee control. Every
group which is organized along these lines decreases the number of
persons who, M its last analysis, would control the operations of the
system. In the case of holding companies, the holding companies
themselves are under the jurisdiction of State officials. The State
banks are under the supervision of 48 different superintendents, and
the national banks are the only private institutions engaged in bank-
ing over which the Government has direct control.

This brief statement of fact makes clear that with the decline of
the national banks, the direct influence of the Government on banl-
ing operations is decreased, and the further fact that with the organi-
zation of groups, the democracy which has characterized the opera-
tion of the Federal reserve system is being undermined. It seems to
me desirable, therefore, that the Government should do every pos-
sible thing that it can, in justice to the State banks and the Federal
reserve, to strengthen and develop the national banks, through which
it financed the Civil War and organized the Federal reserve system.
The other matter of the centralization of the control of independent
units involves a control of the Federal reserve system. When in the
logical development of this tendency, the control of banking in the
United States sets into a very few hands, control of the Federal re-
serve system will go with it into the same hands. In discussing chain,
group, and syndicate banking you are, therefore, discussing the whole
fiscal system of the country, both private and governmental.

It seems to me that there is no room for compromise on this subject
and that a determination should be reached as to whether the United
States wishes to embrace a national system of branch banks or to
preserve its coordinated independent units. It can not do both.
When the greatest exponent of branch banking, both in practice

and in theory, states that in his opinion the development of chalo
and syndicate banking is a step toward national and international
branch banking, it bears the weight of logic, as well as of his prestige.
Rather than to temporize and to attempt to compromise a fundamen-
tal issue, the interests of the public would in my opinion be better
served by determination as to whether or not branch banking Is
desirable. Compromise and permissive legislation would have the
effect of strengthening the. movement to such an extent that when,
at some later time, the public rebelled against monopolistic tendencies,
it would bring about a convulsion which would hurt everyone.
The CHAIRMAN. Mr. Dawes, it is the custom that the members of

the committee interrogate the witness. I suppose you are prepared
to back up your statements and to answer questions.
Mr. DAWES. I may not be prepared, but I shall try.
The CHAIRMAN. Mr. Dawes, would you recommend that the lavl

be changed as regards the capital of national banks, so as to make
a minimum of $100,000?
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Mr. DAWES. Yes; I would. But I hesitate to name an exact
Minimum. If the comptroller were left with pretty wide discretion
as to the chartering—which is a job I think he would not particu-
larly crave—it might be safe to make a smaller amount, but my off-
hand opinion is that $100,000 would be about the right amount.
The CHAIRMAN. I rather gained the impression that if you favored

branch banking at all, it would be county-seat branch banking?
Mr. DAWES. I do not favor branch banking at all. My idea is

with the elimination of the small and uneconomic bank that the
County seat bank—the large bank in the community—would be
Strengthened to such an extent that it would carry on all the banking
that is necessary to meet the economic requirements of the community
The CHAIRMAN. What bearing on this development has the Federal

reserve had—the starting and putting into operation of the Federal
reserve system? In other words, prior to its establishment, we had
the unit system in the United States. The organization of the Federal
reserve system joined together the national banks in a compulsory
planner and permitted the State banks to join voluntarily. After
all, it is a form of branch banking. Do you think that the develop-
Itent which has subsequently taken place in the operation of the
Pederal reserve system has been a factor in this driving out of the
unit system?
Mr. DAWES. I do not think it is a form of branch banking. I draw

a 'wide distinction between coordination and control and ownership.
The Federal reserve system, in my opinion, is simply a coordinating
agent for the banks. The Federal reserve has no control of the
°Aeration of the banks.
The CHAIRMAN. It has a very dominant influence in the operation

of every bank that is a member of the Federal reserve system.
Mr. DAWES. My own personal feeling is it is not so dominant as a

treat many people seem to think. I think it simply offers facilities
which the banks can use. But further than acting in an advisory
capacity, I do not think it dominates the operation of the banks.
, The CHAIRMAN. Through the classification of eligible paper and
the administration of policies laid down, do you not think they have
a very dominant influence over the operation of independent banks?
Mr. DAWES. Well1 it depends on the way you use that word

:dominating." I think it is very powerful, but I think their duties
operation are merely one of coordination and of giving the banks

ItZ1 opportunity to cooperate. It is almost in the nature of a clearing
°Louse.
The CHAIRMAN. Do you think that the methods of operation of

the office of the Comptroller of Currency have been a factor in this
Situation?
Mr. DAWES. Well, I think it would have been an impossible situ-

", .tion without the efforts of some one to supervise the banks. I
'Junk he can do a great deal. However, I think the powers of the
ccluiptroller, if anything, should be extended. They should be:made
a little more direct, perhaps.
But I do not think that the Comptroller, or any other official,

!fould be able to exercise power of saying to whom or what corpora-
!Qom or individuals they should lend money, which, of courRA, occurs

branch banking.
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The CHAIRMAN. I have a letter here from a small country banker
idown n Georgia, received this morning, which is very pertinent to

this study. Of course I recognize the fact that the committee has
forbidden the introduction of letters of this nature into these hearings
unless the witness is present to be questioned.
This man makes a very. complete statement, however. He does

not leave very many questions to be answered from this statement.
Among other things, he says in here that unit banking must be pro-
tected.
"Yet this constant parade of big group, chain and branch bankers

before the Committee on Banking and Currency, who proclaim that
the unit system has broken down, might conceivably cause it to break
down. Is it not time that this murderous procession stop?"

There is one suggestion that comes from this independent banker
who feels that a great injury is being done to unit banks of the United
States by the presentation of arguments on the question of group,
branch and chain banking before this committee.
Of course, in that connection, we are beginning now to hear some

of the unit bankers and those who are opposed to branch, chain and
group banking.
Mr. BUSBY. Did we not finally leave that rule so that we would

pass on the individual matters when they presented themselves for

our consideration, such, for instance, as you hold in your hand?
The CHAIRMAN. I am presenting it to the committee because this

letter contains many facts relating to this subject that ought to be
made a part of the hearing. I am reluctant to put it in because of
the previous action of the committee.
Mr. BUSBY. I did not understand it absolutely to bar that type of

information where the committee might determine that it was proper
to be included in the hearing.
The CHAIRMAN. I should like to read this letter to the committee:

After it has been read, the committee can decide whether or not.lt
should go into the record. Without objection, I am going to read 4.
It is from the Citizens Bank & Trust Co. of Bainbridge, Ga., and is
addressed to the chairman of the committee.
(The chairman read the letter referred to.)
Mr. SEIBERLING. I do not see, Mr. Chairman, why we should make

an exception of this man's letter and put it in the record. If we do
that, there are other men who can make just as strong an argument
for group, chain or branch banking.
The CHAIRMAN. Very well, we will not insert it in the record.
Mr. LUCE. Mr. Dawes, various persons who are communicatio,g

with us in this matter appear to lay a shaky foundation for then'
arguments. A communication that I hold in my hand says:

It is true that occasionally a small bank fails but there are things that are
far worse. Perchance, if it were not for our unit banks, the people who °or

sionally lose a few dollars in our small country banks, would not have had theta

to lose in the first place.

These hearings began with a statement by the present Comptrollef
of the Currency, in which he laid the foundation for his argumen'
by informing us that in the last nine years, between five and 0
thousand banks had failed, involving a total that I will put in the
record as soon as I can lay my hands on the figures. •
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Now, he represented to us—and I think it means on its face that
the figures do not correspond with statements to the effect "that
occasionally a small bank fails" and the further reference in this
letter to "a few dollars"—it would seem evident that between five
and six thousand bank failures constitute a sizeable situation and
not deserving of treatment after this fashion.
.Now I take it, sir, that these five or six thousand banks that

failed were established in the expectation that they would prove of
service to the community where they were placed, and that the
bankers would get a legitimate profit out of rendering that service.
It follows, therefore, that between five and six thousand communities
In the United States—assuming that there was but one bank in a
place; and of course I do not know how often another bank was
1eft—but let us suppose that five or six thousand places in the United
States have lost the convenience of a local bank in the last five or
six years: What I have not observed in your statement is how you
Would suggest meeting the needs that these banks were meant to serve.
Your tangible proposal is that we lift the minimum capitalization

of national banks, the effect of which would be to deprive still other
communities of the convenience of banking facilities. Is it your judg-
nient that we might sit by and ignore or suppress or destroy the facili-
ties in the smaller communities of the country?
The CHAIRMAN. Before you answer that, Mr. Dawes, may I sup-

plement what you said, Mr. Luce, by some additional facts?
Mr. LUCE. If you will, please.
The CHAIRMAN. During the first four months of 1929, there were

19.4 failures. Up to the present time in 1930 there have been 389
failures-42 national banks and 347 State banks.
In 1929, for the 4-month period, there were 26 national banks and

168 State banks.
Mr. LUCE. These figures add to what I have said showing the steady

lessening of banking conveniences for the fellows in the smaller corn-
Munities throughout our land. How would you suggest meeting that
need, if it be a. need?
Mr. DAWES. In the first place, in connection with the bank fail-

ures, I think they afford an economic index of conditions in the various
districts. I think the failures in the northwestern section, which were
confined largely to the smaller banks, were not due to bad banking,
but due to conditions that did not exist in New York and Massachu-
setts. So, I do not attribute that condition to the conduct of the
banks.
When you speak of five or six thousand communities being deprived

Of .banking service because five or six thousand banks have failed, I
think you are in error. You will find, in quite a large proportion of
the communities, the failures were due to too many banks being es-
tabhshed in any one community. Perhaps they should not have
had over one bank, and if one bank is left they are not deprived of
adequate banking facilities where, as a matter of fact, they are left
With a better situation.
I am not attempting to offer a solution for the question, but I

Would make the general observation that it would be better t9 have a
few scattered unit banks go, than to have a whole chain fail. Size
does not necessarily mean safety.
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While I think the banking system has been faulty in certain respect,
nevertheless I would rather continue to see a few banks fail than see
the economic independence of five or six thousand communities en-
tirely destroyed, as would be the case with the establishment of these
large chains.
The chief answer I would make to your question is that it seems to

me that the clamor for this complete change in banking which is
taking place now does not originate in the communities which are
supposed to be the sufferers. It is rather on the part of those who
are anxious to extend a practice in order that they might make money
out of it. It is a perfectly laudable and proper thing to do if it is
hedged around with reasonable safeguards and that protection which
should be given to the public which is served by trustees.

Principles that may be properly applicable to industrial enter-
prises, in my opinion, should not be applied to banking.
I would say that 90 per cent of the population of small towns who

have bank accounts own or have access to automobiles. These
banks, or the greater bulk of them, were founded when people did
not have automobiles, but when they used horses and buggies to
get to the small towns. The farmer does not have to go to the bank
every day. I think he would be willing to go 50 or 60 miles to the
county seat bank, thereby eliminating the need for the cross-roads
bank. Ample facilities can be afforded in unit banks in county.
seats. At any rate, I should rather wait until there is a great demand
on the part of the public to be served before I changed our general
banking system.
It is an exceedingly difficult thing for your committee to get testi-

mony on this subject. The average man—and even the average
business man—does not know much about banking, and yet the
average man is, after all, the one who puts the funds in the banks
on which they operate, and it is to the banks that he must go for
support at times of stress when he needs money. However, he does
not know anything about how they are carried on, and almost all
the discussion I have read about the subject has been on the part of
bankers.
It would be natural to ask the so-called Wall Street banker what he

thinks about chains. He may privately tell you he does not like
them, but he does not like to say anything publicly, because he is
accepting the deposits of these same chains. Ask the stockholder
in the small bank what he thinks about syndicate banking. IIe
dislikes it but if he thinks he sees a chance to sell his stock in his
bank to them, at inflated prices, naturally he feels reluctant to incur
their ill will.
Take your bond man: The independent bond houses all over the

United States have been going out of business because of the absorp-
tion of the outlets by the chains. He does not want to say anything
because he is likely to lose an existing customer, if he opposes a poten-
tial destructive competitor.
Take the ordinary busmess man, and he hesitates to criticize any

system of banking because he has to go to the banks to get credit.
I sympathize with the committee a great deal in their endeavors te

get impartial testimony. It is a very difficult thing.
Mr. LUCE. Now, let us center our attention upon the question of

the convenience of the customer. You said it was difficult to get
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testimony from the customer. That may warrant me in testifying
as a customer. I shall relate one or two experiences I have had as a
customer, and ask your judgment.
Four years ago I had occasion to pass some time with a relative in a

town in California 15 or 20 miles out of San Francisco and I had
occasion to cash a draft. I went to the center of the village and found
an attractive, commodious banking office where I quickly completed
my business. It was not a branch of the Bank of Italy, but of a
San Francisco bank. It is true that I could have traveled some miles
to a larger community, but it was a convenience to me, as it was a
convenience to all the people of that town, to have at hand a teller's
window—I presume it was not much more—and had it not been for
the fact that that office furnished the convenience and therefore made
a profit, benefiting both sides of the bargain—and every business
transaction that is economically sound benefits both parties—that
would not have been kept open. That is an illustration of the benefit
received by the customer in a small town in California. Now, let me
testify as to the benefit to the customer in a small town in Maine,
Where I pass as much of the year as Congress will permit. I am 12
miles from the nearest sizable business center, and even. that is a
town of not more than, I suppose, 1,500 or 2,000 population, and it
has two banks. It is important to me to have access, once a week, at
least, to a bank. I get there in half an hour. If those small banks
!ohould disappear, I would have to travel 32 miles to a large town and
it would take me the best part of the forenoon to go and come.
I should like to testify there as to the convenience of banking

facilities in small places.
Now, it has been shown by your view of the matter and by the views

of Mr. Pole, and by the figures set forth, that unit banking in the
small places is dangerous and likely to bring loss. In my own case
every summer it may expose me to the loss of what deposits I may
keep there in the place I occupy.
Is it quite sufficient to say, under those circumstances, "Shut up

Your small banks and travel farther?"
Mr. DAWES. There is an expression which is used very largely in

Public service matters, and I notice it in some of these discussions—the
Public convenience and necessity. I think you are emphasizing more
the question of public convenience than public necessity.
However, assume you are a small business man in a small town and

lieed occasional loans: You need the money and you need it badly.
Your credit is good and your background is good and you are willing
to work and the bank is willing to lend you the money even perhaps
if your collateral is not strictly conventional. When a bank serves
You in making a loan without which you would go into bankruptcy
it is performing what is to you a necessary service. When the banks
Winch can do this are replaced by branches or tellers' windows those
fa.cilities may give you as convenient service as the unit bank but they
Will not minister to your dire necessity. In my opinion the intro-
duction of the branch banks will destroy the unit banks, and when
this is done the community will have bartered necessary service for a
su rficial convenience.
Mr. LucE. I want to be very courteous, Mr. Dawes, but I do not

think you are answering my question. I want to know whether you

100136-30—vor, 2 PT 13---L6
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want to cut me off from the use of banking facilities during ever/
month I pass m the State of Maine.
Mr. DAWES. Well, Mr. Luce, if I may speak plainly, I do not cTO

particularly about the convenience to you at the expense, perhaps,
of robbing the people, who put their money into these banks, of the
privilege of borrowing their own money.
Mr. LUCE. Were you not a little strong in the use of the Wad

"robbing"? I do not think, sir, that the Old Colony Trust Co. in
Boston has robbed anybody by acquiring branch banks.
Mr. DAWES. My obvious meaning was that they had deprived the

public of their control of their own funds.
Mr. LUCE. I still fail to see any loss that will come to anybody

from allowing banking facilities in the towns of which I spoke. I do
see the desirability of making them more safe and of protecting
depositors and customers and everybody, as might come if it was
branch of a larger bank, but for the life of me, I can not see the
economic desirability of depriving small communities of the country
of banking facilities.
Mr. DAWES. I think the small communities of the country that

require banking facilities can support them, and the only reason
why there has been an unreasonable—if there has been—number of
failures (and you can not say they have been unreasonable until you
study the economic conditions that exist in any particular area) is
that there has been overcompetition. I admit, franky, that banks
have been established in too small communities to be economicallY
supported.
You have the same thing in the gasoline business, in the servio

stations. I do not believe any part of the public would be seriouslY
hurt if you had a few less service stations.
Mr. LUCE. Evidently our views can not be reconciled in that

particular.
Now, let me inquire on another phase of the subject, to which the

attention of recent witnesses has been called. A recent writer on the
subject of investment trusts, who seems to have given the subject
full and thorough study, predicted that within a very not long time
all the stock of the substantial banks of the country would pass out
of individual ownership into corporate ownership. Does that strike
you as an ominous prospect?
Mr. DAWES. You say all the stock of all the banks of the United

States?
Mr. LUCE. The stocks of the important banks of the United

States.
Mr. DAWES. Yes, I think that would be unfortunate.
Mr. LUCE. Would you think that the seriousness of that situation

is great enough to require action on our part?
Mr. DAWES. I do not know exactly to what you are leading, Mr.

Luce.
Mr. LUCE. We have been informed, within a week, that 50 banks

in Pennsylvania are in process of being taken over by a chain, and
there seemed to be two ways that what I referred to may come about;
one is where all the stock of a bank, or the controlling stock of a bank
is secured by a holding company, and the other, which seems to me
ought to be distinguished therefrom, is the process whereby a con-
solidation of investment in investment triNts will result in their taking

1
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up bank stocks whenever they are offered for sale, so that ultimately,
in view of the attractiveness of investment in the larger banks, the
ownership of banks will be in the hands of the trustees of the invest-
ment trusts.

It is the second of those things that I am particularly interested
in and not the holding company. I am particularly interested in the
Process of individual stockholders dwelling in the communities con-
cerned, through the ordinary processes of the stock exchange, presently
disappearing, with the stock holdings in the large banks, as is already
the case, I fear, in respect to the largest of these banks, to a con-
siderable extent, if not to a dominating extent, falling into the hands
of trustees dwelling in the big centers.
Mr. DAWES. I think I have expressed myself about it as well as I

can on that subject. I think that is about the most unfortunate
thing that could be developed in banking.
Mr. LucE. What can or should we do about that?
Mr. DAWES. I do not know. The only point I would particularly

stress is that I would suggest precipitating the issue as between the
unit system of banking and centralized banking. The solution I do
not know. My feeling is that if you temporize with the principle
and compromise with it, the solution will not come as quickly as if
you face the issue frankly as to whether something should be done to
prevent extreme centralization. I am a little at a loss, when it
comes to suggesting a solution to that, but I think that is the issue
you should face.
The CHAIRMAN. In that connection, we are facing a practical

situation. We have this chain and group banking here in our midst
to a very great extent and it is daily increasing. We also have branch
banking.
What is the practical way, in your judgment, for Congress to deal

With this subject? Would you prohibit branch banking or an exten-
sion of it—forbid any further extension? We have it to the State
limits so far as State banks are concerned and city limits for national
banks, but the advocates for this system say that we should extend
it to trade areas nation-wide and permit it internationally. That is
for branch banki 

in
banking.

Now, for holding company banking, which is the substitution of
the group for the individual holding of bank stocks, which is pro-
ceeding under State laws, and over which Congress has no power,
apparently—and as you know, while you were Comptroller of the
Currency, although we tried, we never could get language to cover
it—have you any suggestion as to how we can control chain banking
or group banking? That is what the committee wants to know.
Mr. DAWES. No; I would rather not try to express myself on that,

because my ideas are not clear enough, naturally. But I do not
think there should be any further extension of the principle you
embody in the McFadden bill. My belief was that the purpose of
the McFadden bill was to restrict branch banking and not to extend
it. However, the argument was made frequently before the com-
mittee that the establishment of offices in one city was the first
step in the direction of Nation-wide branch banking.
When it comes to a definition of economic areas, you run into all

kinds of difficulties, but I am convinced that once you admit the
principle, it is extended indefinitely.
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I have always contended that the principal office with branches
within the limits of a single city did not in any way impinge on the
principle of absentee ownership. But when you come to trade
areas, that is entirely different. I remember when I was on the
Federal Reserve Board we spent much of our time arguing as to
what was a trade area, and the definitions extended from contiguous
counties to all over the State and from coast to coast.
The CHAIRMAN. The confining of branch banking to city limits

does not restrict a customer from doing business wherever he wants.
For instance, a man living in the city of San Francisco can do his
banking business in New York City, as many of them do. There is
no control over the customer as to where he shall do his banking
business. That restriction is as to additional facilities of the banks
to serve their customers.

It has been pointed out here that these hearings are accelerating
the activities of these various groups in picking up banks all over the
United States. It presents quite a problem to this committee. In
attempting to deal with that question while this study is going on and
while Congress is trying to find out what it is all about, and with the
idea of determining whether legislation is necessary and, if necessary,
how such legislation shall be framed—all of which takes time—I
introduced, on April 30, 1930, a bill, and I should like to have your
thought and judgment on the wisdom of it. The bill reads:
Be it enacted by the Senate and House of Representatives of the United States 41

America in Congress assembled, That after the approval of this act it shall be
unlawful for any corporation, copartnership, or trustee, to purchase or otherwise
to acquire more than 10 per centum of the shares of the capital stock of more than
one member bank of the Federal reserve system, whether State or national bank
member, except after first obtaining the approval of the Comptroller of the
Currency with respect to national banks, and of the Federal Reserve Board with
respect to State member banks. Any person or corporation violating this act
shall be deemed guilty of a misdemeanor and shall upon conviction thereof in
any district court of the United States, be fined not more than $10,000.

What I was there trying to do was to check this apparent activity
until Congress has had an opportunity to decide what should be
done. Of course I realize that is a crude bill, but it was placing the ti
authority in the comptroller and the Federal Reserve Board, which d
would reach national banks and State banks of the Federal reserve
system. This would not, of course, reach State banks which are not Pi
members of the Federal reserve system.
Mr. DAWES. I would very heartily favor something of that kind

if it is practical and legal. I presume it is, or you would not have 18
drawn it. Of course, it offers the objection that a bank can with- Y(
draw from the Federal reserve system, and as these chains become
larger they are gradually becoming independent of the Federal in
reserve system.
As Mr. Luce suggests, these groups, through trustee ownership1

may create a situation where they can overthrow the whole Federal ftr
reserve system. It seems to me—although I am frank to say I ain co
incompetent to advise—that it might be possible to strengthen the th
Federal reserve system. I do not mean so much by punitive measures,
as by the constructive service they might give to its member banks, Su

so that any bank, in order to prosper, would want to join, and would
have to jom, the Federal reserve system. on

liii
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I feel very strongly that this situation, the danger of which is so
generally recognized by students, may possibly be solved through
building up the Federal reserve system to such a point that member-
ship in it is necessary for successful operation by either State or
national banks. If this is done conditions of membership in the
Federal reserve of such nature could be imposed that they would
put a stop to any form of controlled banking which was either irre-
sponsible or subject to monopolistic development. The difficulty in
the past in getting constructive legislation for the benefit of the
Federal reserve and its members has been that it was attacked as
class legislation for the benefit of bankers. If the Federal reserve
System should be presented to the public and to the Congress as the
instrumentality through which efficiency and democracy in banking
could be preserved I believe that constructive legislation could be
secured. If it could be made clear that syndicated banking is
essentially opposed to independent banking, and that the Federal
reserve system is the bulwark of coordinated independent banking
this prejudice could be overcome. Unfortunately and unjustly
constructive Federal reserve legislation has been attacked as class
legislation. Certainly the preservation of independent banking is
not class legislation.
The CHAIRMAN. This development is proceeding under the direc-

tion of bank officers who are practically the trustees of the people's
money, as it is intrusted to their care and management. These
People who control the assets of banks are very much concerned
about this particular development. You very aptly described the
ignorance of depositors so far as practical banking methods are con-
cerned, as to safety and risk, and it is a problem in which the public
is tremendously interested, and the difficulty of this committee is to
get an expression---a correct expression—from the public who are most
interested in this whole undertaking.
We are hearing these trustees who are managing the banking

business of the country, and it seems to me that some action should
be taken here while this study is proceeding, and while it will take
time to consummate something definite in regard to what should be
done to guard the public's interests, I think some kind of legisltaion,
Whether this bill or something else, should be passed to maintain the
Present status quo.
Mr. DAWES. Do you not think one of the chief dangers of the sit-

uation is that the public will suddenly wake up to the fact that the
issue is concentrated control or monopoly, and when they break loose
You will have another Andrew Jackson attack on banking?
The CHAIRMAN. I am fearful of a subsequent reaction such as you

indicate. How far it will go no one can foresee.
Mr. WINGO. I have listened with a great deal of appreciation and

interest to this discussion which has just taken place between you
and the chairman with reference to his so-called 10 per cent bill. I
congratulate him on getting someone to approve his bill. You are
the first one that I have heard who has.
The CHAIRMAN. Do you not remember Mr. Ottley, of Atlanta, who

suggested it?
Mr. WINGO. I do not think he suggested this. I noticed that in

one of your statements just now you said you thought we should do
everything we can to build up the Federal reserve system. Did I
Understand you correctly?
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MT. DAWES. Yes.
Mr. WINGO. Now, we will take this bill, which makes it unlawful

for anyone, either corporation, copartnership, individual, or trustee,
to purchase or otherwise to acquire—and, of course, that might in-
clude an inheritance—more than 10 per cent of the capital stock of
more than one member bank of the Federal reserve system, whether
State or national bank member.
I presume you favor that because you think that will check

monopoly?
Mr. DAWES. I favor the general principle expressed in the bill.

I have not even read it, and I do not think Mr. McFadden read it all.
The CHAIRMAN. I stated frankly I did not know whether this would

reach the thing we are after, or not, but that I think some bill should
be passed that would deal with this subject and maintain the status
quo.
Mr. WINGO. I want to drive home and direct the attention of the

witness to the difficulties of the situation, and that is the chief object
I had in attempting to analyze the bill with the witness and getting
his opinion on it—as much for my information as the chairman's:
Suppose that I and some other gentleman or gentlemen belonging

to a group wanted to build up a chain of banks in the Federal reserve
system and wanted to get a monopoly, which you and the chairman
oppose. Under this bill we would have to do one of three thingS.
If we could get the blessing of the Comptroller of the Currency—if
he would pronounce his blessing on the monopoly—that would be
all right under the bill. That would relieve us from any further
trouble if he said it was all right.
However, if the comptroller would not give his blessing, then we

would be confronted with two practical propositions. We would have
to do one of two things; either we have to keep just one of the banks
in the Federal reserve system and let it act as a syphon to get the
benefits of the system for the chain, and get the others out of the
system; that is, if they are national banks, turn them into State banks
and not have them members, or, if they are State banks, have then'
withdraw from membership in the Federal reserve system. In that
way they would escape from the scope of the bill.
So, there would be two tendencies—one, to take national banks

out of the system, and the other to take State member banks out of
the system. You would not favor either, would you?
Mr. DAWES. No; I would not.
Mr. WINGO. The other alternative that the lawyers will tell you

about, is this: If the game is worth the price, and you want to build
up this monopoly, you can go in and pay a little $10,000 fine and
get control.
Now, you have had some. dealings with lawyers. Do you think

they would have very much difficulty in getting around this provision?
Mr. DAWES. I think it I were committed to that principle, the

first thing I would do would be to ask a lawyer, to draw the bill.
Mr. WINGO. I think that is the wisest thing you have said this

mormng.
Mr. DAWES. The point, however, I should like to make, is that if

you introduce some such bill as this, you will precipitate sentiment
and you would discover whether the public wanted branch bankuig•

It seems to me it is the most important issue we have before the
public and I am hopeful it will be solved before it becomes:a political
issue.
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If you can get at it while it may be appreached in a judicial, reason-
able and constructive way, I think something may be accomplished,
but I am frankly frightened at what will occur if this trend is per-
butted to go much further.
Mr. WINGO. I agree with you. My criticism and analysis of the

bill are not directed towards ridiculing the effort. It is to drive home
the difficulties that confront this committee in undertaking, by piece-
meal, to cover a major question like this, which is, after all, a monopoly
of credit. I do not think anybody will defend a monopoly of credit,
in the abstract.

All of these men come in and insist their chain banks will protect
us against a monopoly of credit. The group bankers make the same
Plea, and the branch bankers make the same plea. So, it is not the
question of what you are driving at; it is a question of how you are
going to do it.
I notice in your prepared statement you state:
It seems to me desirable, therefore, that the Government do every possible

thing that it can, in justice to the State banks and the Federal reserve, to
strengthen and develop the national banks, through which it financed the Civil
War and organized the Federal reserve system.

With that abstract statement I think we all agree. We agree with
What the chairman is driving at in this bill. When you say you
aPprove the bill, you mean you approve the idea expressed; that is,
a check on monopoly of credit through branch, chain, or group
banking?
Mr. DAWES. Yes.
Mr. WINGO. Appreciating the difficulties, as you must, from .your

experience as Comptroller of the Currency, and from your experience
in the business world, have you not some suggestion to make how we
Can maintain, in a practical way, the freedom of credit in the country
and the freedom of the machinery of credit from what you call bureau-
cratic control? Have you not some practical suggestion you can
Make?
Mr. DAWES. That suggestion of Mr. McFadden's strikes directly

St that—control. That is what you are after.
The CHAIRMAN. My thought is a temporary check to this thing

iuntil we see what it s all about and then deal with it in some per-
ulanent way.
Mr. WING°. I am simply thinking out loud. It is the practical

thing that is disturbing me. It is easy enough for me to pick up a bill
that Mr. McFadden introduces and criticize it. I recognize that, but
When I possibly appear to be captious, it is simply for the purpose of
driving home the difficulties that confront us. You will admit there
IS almost as much difficulty that confronts us in the business world as
111 the banking world, or more?
Mr. DAWES. No; I think the industrial combinations have gone

about as far as they can on account of the laws. I can not see that
there is any law which at the present time would prevent a clever
lUanipulator with enough cash, from legally getting control of all the
banks in the country.
Mr. WINGO. But is not that true also in the automobile business?
Mr. DAWES. I know that is not true in the oil business.
Mr. WINGO. Have you any assurance that we will have a Depart-

kent of Justice that will repeat the dissolution of the old Standard Oil
Co.? Is there any tendency now to check combinations? The
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thought I have is this: Is there not a growing thought, and is it not
hammered home to us each day, through financial papers and leading
economists who want to preserve the freedom of opportunity in the
country—are they not constantly preaching the economies of these
great amalgamations and the efficiencies that will result from the won-
derful reduction in cost flowing from mass production? Is not the
whole psychological pressure operating not toward checking consolida-
tions but toward encouraging consohdations, telling the people they
will get a finer product and greater volume and greater prosperity and
greater wage scales and higher standards of living? Is that not the
whole psychological trend?
Mr. DAWES. Yes, sir; but the quantity-production theory has noth-

ing to do with banking and that is the thing that makes it particularly
difficult for me to understand the analogy. It costs the big bank as
much as the little bank to operate. In fact, in many ways it is less
efficient.
Mr. WINGO. Last night I ran across a statement that Mr. Hoover

made a few years ago, while he was Secretary of Commerce, and the
thought he expressed is that you reach a point in your consolidation
where efficiency is lost and inefficiency creeps in on account of the
cumbersomeness of the machinery. I read that in one of Mr. Hoov-
er's utterances, and I was delighted to see it.
I had entertained the same thought but was fearful of expressing. it

around the table here for fear I would be suspected of injecting politics
and being out of touch with the times, but with such a high economic
authority as Mr. Hoover, I am not now afraid to express the thought.
Do you feel that way about that?
Mr. DAWES. Yes, I do.
Mr. WINGO. Here is another thought that has occurred to me, on

which I have been told my fears are unfounded: As I look around
and study these men who have been handling these combinations
men like Judge Gary and others—I find that they have practicallY
grown up with the development of these great machines and developed
along with them. Now, as these men pass off, I am wondering if you
will have enough practical and capably trained executives strong
enough to carry forward these great activities, so as to maintain aB
efficient and sound business structure?
Mr. DAWES. I do not think the men who follow and carry on these

business enterprises are as able as the men who founded them.
Mr. WINGO. That is practically another way of stating the old

theory that there are only three generations separating shirt sleeves
from shirt sleeves?
Mr. DAWES. Yes; you might put it that way.
Mr. WINGO. You do not think there will be men efficient enough

to carry on these great operations?
Mr. DAWES. I do not think they will have the training and execw

tive ability to carry on as the former generation.
Mr. WINGO. I mean having the acute executive comprehension

necessary in handling these great organizations. In other words, you,
can not send them to a training school like you can an accountant an°
develop them; it is something that has to develop, and that is the
reason you believe in the individual unit banking system?
Mr. DAWES. Yes.
Mr. SEIBERLING. I have just a few questions. Mr. Dawes, the,

objective of your statement is that you want to avoid monopoly 0'
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money and credit on the one hand and you want to get sympathetic
and human consideration for the small depositor and borrower on the
other hand?
Mr. DAWES. Yes.
Mr. SEIBERLING. You do not think that that can be reached through

chain or group systems of banking and you even go so far as to say
branch banking also?
Mr. DAWES. No; I do not think so.
Mr. SEIBERLING. Now, let us assume that you have 10 large

banking institutions in Chicago and they are permitted to go into
branch banking in the area around Chicago, and they succeed in
taking over most of the unit banks: The stock of. these banks is
listed on the Chicago Stock Exchange and all individuals in that
territory would have the opportunity of acquiring the stock in the
various banks.
Mr. DAWES. Well, I think so.
Mr. SEIBERLING. They would have the opportunity of acquiring

the stock in the various banks, would they not?
Mr. DAWES. Yes.
Mr. SEIBERLING. And as fax as being stockholders is concerned,

then, the local unit branch would be just as much a stockholder as if
they were unit banks in their communities?
Mr. DAWES. Yes.
Mr. SEIBERLING. They would have greater safety for their deposi-

tors?
Mr. DAWES. I think that is more or less debatable.
Mr. SEIBERLING. We had a witness here yesterday who testified

that they loaned more money in the territory where some of their
branches were located than their total deposits. In one case it was 50
Per cent. So, if branch banks were conducted in that way, the
?bjection they would withdraw money from the outlying districts
Into the center would not be correct, would it?
Mr. DAWES. Well, I would rather, instead of answering your ques-

tions one at a time, answer more comprehensively—
Mr. SEIBERLING. You may answer them any way you want to.
Mr. DAWES. I grew up in a small town, and if the banks were owned

in Chicago, Cleveland, or Cincinnati, I do not believe I would receive
!tii much sympathetic attention from them as from people who lived
in that same small town. I have had enough opportunity to observe
the operations of the railroads to know what sympathy is extended
by the railway agent—
Mr. SEIBERLING. The railroad situation is not like the banking

situation at all. If you do not like the railroad, you can not build
another railroad. But a branch bank that continued for any length
of time mistreating its local customers, would soon have local coin-
Pe ti don ?
Mr. DAWES. I do not think they would eventually. I think after

branch bank systems had been developed up to the point where
there are only three or four of them in a State the inefficient banks
Would be eliminated and competition destroyed.
Mr. SEIBERLING. But a bank must deal with its borrowers and

depositors in the right way in order to grow.
Mr. DAWES. The unit bank; yes, sir.
Mr. SEIBERLING. And also the large mother bank of the system, if

I may describe it as that 
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Mr. DAWES. As long as they had competition; yes.
Mr. SEIBERLING. And even though it did not have competition,

the fear of competition would compel them to do that, would it not?
Mr. DAWES. Well, as I say, as long as they have actual or poten-

tial competition.
Mr. SEIBERLING. Of course, as a matter of fact, from the witnesses

we have had here, they do not operate in the manner in which you
have itimated. They leave the local managements in the branches
who have always lived in the communities.
Mr. DAWES. Well, the branch banking game is very new in this

country and I think if you will investigate the branch banks in other
countries you will learn a better lesson than by examining the bank-
ers here.
I remember a friend of mine, an Englishman, who came to this

country from Canada, and he heard my argument about this branch
banking. He said, "That is the reason I am an American." He
said, "I came to a western Canadian town and did not have any
money and I wanted to go into business. I went to a branch banker
but he could not loan me it. So, I came to one of the western towns
of the United States and went to the head of the bank there and got
the money and I have stayed here ever since." He said, "Perhaps
from the strict banking standpoint I was a pretty poor risk," but he
eventually developed into a valued customer.
Mr. SEIBERLING. Showing that bankers sometimes make mistakes.

In view of the fact that something must be done, is it not a fact that
branch banking, limited as you think right, would be a much better
step than permitting group and chain banking?
Mr. DAWES. I prefer branch banking to any other form of group

banking, but I think the fundamental principle is the same. The
mechanical application is different.
Mr. SEIBERLING. But if you have to make the step, then the better

step is to go to branch banking with such restrictions as you want
to put around it, than to permit chain and group banking to go on?
Mr. DAWES. I do not think the issue is 'between branch and chain

banking, but between coordinated unit banking and branch banking.
I think I agree with Mr. Giannini, in that feeling.
Mr. SEIBERLING. Do you consider a holding company that owns

the capital stock of 15 or 20 or more banks as being in the banking
business?
Mr. DAWES. If it owns control of them?
Mr. SEIBERLING. If they own control of 15 Or 20 banks and are

running them. Do you consider that company in the banking
business?
Mr. DAWES. I am not a lawyer, Mr. Seiberling. I can only make

the obvious answer to that. I really do not understand just what
you mean.
Mr. SEIBERLING. If you had a company that owned the stock of a

dozen different banks and you were running them through that stock
control, would you consider that you were running a banking business
or some other business?
Mr. DAWES. I think it is perfectly obvious you are in the banking

business.
Mr. SEIBERLING. If we passed a law that any corporation owning

more than so much stock and owning more than one bank would be
considered in the banking business and would have to have its charter
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state it was in the banking business and comply with the banking
laws of the country, would you not think we would be taking a long
step toward stopping chain and group banking?
MT. DAWES. Yes, sir.
Mr. SEIBERLING. We would at least have the double liability in

the holding company stock?
Mr. DAWES. Yes, sir.
Mr. SEIBERLING. If we had branch banking extending beyond

State lines, that would tend to bring these State banks into the
national banking system, would it not?
MT. DAWES. i think it would.
Mr. SEIBERLING. Is it not desirable to have the Federal Govern-

ment, that has the only power to coin money and issue circulating
Medium, have those banks under its control rather than under the
control of a group of men off somewhere, whose responsibility we do
not know and whose motives we do not know?
Mr. DAWES. I have developed the argument many times on the

desirability of the maintenance of the national banking system on
account ot its governmental connection.
Mr. SEIBERLING. I just want to ask you one more question. Why

did the Legislature of Illinois repeal the usury law on call money, if
you know?
Mr. DAWES. I do not know. I did not know that they had any.
Mr. SEIBERLING. Could you venture any reason for it?
Mr. DAWES. No; I do not know anything about it.
Mr. GOLDSBOROUGH. Mr. Dawes, I was not here when you made

your statement. However, I gather your view is that this branch
banking will first become extremely powerful and then monopolistic
and then inefficient and there will be a public revolution against it.
Is that what you have in mind?
Mr. DAWES. Yes, but I would rather you would not put as strong

terms as that in my mouth.
Mr. GOLDSBOROUGH. I want you to modify them, then, any way

you see fit.
Mr. DAWES. I think those inferences may be drawn within reason-

able limits.
Mr. GOLDSBOROUGH. NOW, Mr. Dawes 
Mr. DAWES. Mr. Goldsborough, I do not know how you keep

these records. I do not want to be put on the record as having made
just that statement.
Mr. GOLSDBOROUGH. The reporter is taking down what you are

now saying.
Mr. DAWES. Then I will modify what I have said by saying that

my paper speaks for itself. I do not want to place myself in the
Position of having made an unqualified and extreme statement on
anything.
Mr. GOLDSBOROUGH. Now, the argument has been made here in

this committee and on the floor of the House ever since I have been
in Congress that we had to extend the privileges of national banks
in the matter of branches because that Was the only way to give them
a proper competitive basis with the State banks. The argument has
recently been made very strongly that we must extend the branch
banking privilege of national banks in order to stop chain banking
and group banking. As far as I have been able to visualize it, those
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are the only two major arguments that have been made with the
exception of the failures of the unit banks mentioned here to-day.
Now, on January 9, with those condition in mind, I introduced a

bill which would amend section 5144 in the matter of the election
of directors, or at least one section would. It reads:

In all elections of directors, and in deciding all questions at meetings of share-
holders, each shareholder shall be entitled to one vote on each share of stock
held by him: Provided, That where a corporation is a shareholder, neither such
corporation nor any other person, firm, corporation, or association shall be
entitled to any vote or votes on the share of stock held by such corporation.

The purpose of that was to do away with the holding company.
Then, in another section, this bill says:
No State bank which is a member of the Federal reserve system and which

owns shares of stock in any other bank shall vote such shares of stock, or cause
or permit such share of stock to be voted, at any election or meeting of the
shareholders of such other bank.

Then a question arose as to how to control the State banks not
members of the Federal reserve system. A section was added like
this:
Bank checks: On each check drawn upon any bank, banking association,

trust company, or savings bank (a) which establishes any branch after th.e
passage of this act, or (b) more than 25 per cent of the stock of which Is
owned by any corporation, a tax of 2 cents on each dollar or fractional part
thereof of the amount for which such check is drawn.

Now, what comment if any can you make on that bill?
Mr. DAWES. I do not think I can make any intelligent comment

on it until I have studied it throroughly. I do not know the points
of law involved.
Mr. GoLnsBoaouGH. I am not discussing with you the legality cd

it. I have to be responsible for its being legal. But assuming it 19
legal, what do you think of the bill?
Mr. DAWES. Frankly, I would not want to express an opinion.

It would require too much study.
Mr. GOLDSBOROUGH. The bill, as it stands, would absolutely stoP

where it is group banking as it now exists, chain banking as it no/
exists, and branch banking as it now exists.
Mr. DAWES. Well, you know where my heart is on that subject.

If that is the best way to do it, I am for it. I am not trying to dodge
answering the question. Frankly, I just can not understand it.
Mr. GOLDSBOROUGH. It is perfectly obvious if the holding compan

can not buy the stock of a bank, it would automatically dissolve itsed
That is the purpose of the first provision.

It is also obvious that if banks had to pay 2 cents on each dollar
or fractional part thereof of every check that it issued, it could not
afford to establish any branches in the future, nor could it afford to
act as a holding company .and own more than 25 per cent of the
stock in the other banking institutions.
Now, I am not committed to the bill, but the purpose of that bill

is to answer the two arguments that we had to have branch banking
in order to stop holding companies and these chain banks from
growing and the other argument that we had no way to stop the estab-
lishment of branch banks within the States. This bill will do both
of those things, assuming it is legal.
Now, would you be in favor of legislation that wide in scope?
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Mr. DAWES. My opinion, Mr. Goldsborough, would not be worth
anything on that.
Mr. GOLDSBOROUGH. Well, then—I will ask you this question and

YOU may answer it if you fell like answering it. It does not make any
difference to me whether you answer it or bot—but are you or are
You not in favor of stopping group, chain, and branch banking right
where it is?
Mr. DAWES. Yes.
MT. GOLDSBOROUGH. That is what this bill does.
Mr. DAWES. That clears me of any apparent disposition to evade.
Mr. GOLDSBOROUGH. And your theory is that inefficiency in the

branch banking system does not necessarily immediately mean re-
sumption of competition?
Mr. DAWES. I think after the chains are thoroughly established

and unit banks are eliminated to a certain extent, at least, the chains
can go along and be pretty inefficient.
Mr. GOLDSBOROUGH. If they acquire that much strength and

Power, it will require a very great mefficiency before there is suffi-
cient public mental revolution to create competition for them?
Mr. DAWES. Yes; I agree with you and, by inefficiency, you are

not referring to the mechanical operation. You are referring to the
service to the public?
Mr. GOLDSBOROUGH. The technical part and mechanical part,

as far as I am concerned, will take care of themselves, if we estab-
lish correct principles. That is the way I feel about that.
When I speak about "inefficiency," I mean inefficiency in the sense

that the public which should be served by institutions are not served
With the same amount of personal interest as they would be served
under the unit system. That is what I mean by "inefficiency."
Mr. DAWES. Having in mind the fact that the banks are given

Money which already belongs to the community?
Mr. GOLDSBOROUGH. Yes. That is all, Mr. Chairman.
Mrs. PRATT. Several witnesses who have appeared before this

committee have been, I think, exponents of the idea that credit was
Perhaps too much centralized in New York and that it was desirable
to establish centers of credit throughout the country. I think there
is some feeling that branch banking would do that in a certain degree.
Are you in facor of decentralizing credit more than it is now? Do
You feel that the concentration of credit is too great, perhaps, in one
or two places, primarily in New York City?
Mr. DAWES. I do not think that their suggestion was that the

decentralization would come through the branch banks. I think the
idea was that the decentralization would be brought about through
the Federal reserve banks. I do not think they could accomplish
very much in that direction by branch banks. If they do succeed
In establishing nation-wide branch banking, I think it will lay the
Way open for immediate further centralization, and whether that
centralization will be controlled from New York, St. Louis, or San
Francisco will be immaterial. I think that will be the eventual out-
come, and I do not think there is any difficulty in getting credit
over the country generally for people who are entitled to it. When
they say they go to New York for money, they really do not go to
New York for the money. They go to the technical organization
there, which secures it from the banks of the whole United States.
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I think there has been a great deal more buncombe about that than
tinything I know of.
Mrs. PRATT. In a small community, where they have a unit bank

iand the community s perhaps too small to support a successful bank,
nevertheless that community is entitled to banking service of some
sort. How would you suggest meeting that situation?
Mr. DAWES. I do not know of any community that can not afford

to support a bank that is entitled to it.
Mrs. PRATT. Do you not think they are entitled to it?
Mr. DAWES. If they are entitled to it, they can furnish it them-

selves. I think any community entitled to a bank will eventuallY
get it. The unfortunate thing is that they have been supplied not
with one bank but with five or six banks.
Mrs. PRATT. Banks fall somewhat, do they not, into the categorl

of public utilities?
Mr. DAWES. They will if they build up the chain, group, and branch

systems.
Mrs. PRATT. In other words, then, you would keep them out?
Mr. DAWES. They are quasi-public institutions.
Mrs. PRATT. The object is to give service of that type to everyone

in so far as it is possible. I am wondering if people who need banking
facilities can always afford to motor to the centers.
Mr. DAWES. I think the average person who has not an automobile

keeps his money in his sock.
Mrs. PRATT. I notice on the last page of your statement that you

say you feel that everything should be done to strengthen the national
banking system. I do not see that you make any suggestion to that
end. How would you suggest that that be done, specifically?
Mr. DAWES. You have got me there. I do not know. I think

that all the help should be given the national system which can be
done fairly without penalizing the State institutions.
Mrs. PRATT. You could not be a little more specific, could you, as

to how you think the system could be strengthened?
Mr. DAWES. You may refer to some of my old reports, but I do not

think they are particularly valuable now.
Mrs. PRATT. You have no present suggestion along that line?
Mr. DAWES. Not now.
Mrs. PRATT. I notice you said a while ago that you feel the Federal

reserve system should be made more attractive. Have you BO
specific suggestions as to how that could be done?
Mr. DAWES. I have not. I think that matter should be ap-

proached with such care that I would not want to make any offhand
statement. I think there is a very unfair provision affecting member
banks. They get 6 per cent on their money, it is true, but I think
they should participate to a larger extent in the additional earnings.
Mrs. PRATT. I think you are very sympathetic with the troubles

that face this committee. That is all, Mr. Chairman.
Mr. BUSBY. I should like to ask you this question: If chain, group,

and branch banking is not entirely a new adventure with respect to
its nation-wide activities—
Mr. DAWES. You do not mean in the United States?
Mr. BUSBY. In the larger sense in which we find it.
Mr. DAWES. I think chain banking has always been 
Mr. BUSBY. Oh, I understand back with the first United States

Bank and the second one and all like that but not under the holding
company method.
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Mr. DAWES. I think that is a new development. That is my
Opinion.
Mr. BUSBY. Most all of the leading groups and the leading holding

companies that own groups and chains are of recent development.
MT. DAWES. That IS my impression; y88.

iMr. BUSBY. Do you not think that s one reason why you can
present such glowing pictures of their future—the promises they can
make to the financial world—because they are new and have not had
time to have any of their weaker places or many of their weaker
Places tested by the trials of time?
Mr. DAWES. I should like to say this, that as far as my observa-

tion and knowledge are concerned, most of these companies that
have been organized under the holding company system are under
the control and direction of very competent bankers and I think
they will succeed, but the principle of getting banks together in that
way, by the exchange of stock is, I think, one of the most dangerous
things ever introduced into banking.
Mr. BUSBY. Suppose there were really watered places in the stock

of the holding company exchanging its stock for properties that
were established banks that were solvent and going in the surround-
ing section of the country, that would not likely appear up to the
present time, even if they were not entirely sound?
Mr. DAWES. I presume that is so.
Mr. BUSBY. I notice in the hearings held before this committee,

Mr. Wakefield, vice president of the-First National Bancorporation
of Minneapolis and St. Paul, stated, in answer to this question:

If I remember correctly, you stated you had $22,000,000 in assets and you
exchanged that for $30,000,000 for stocks in the holding company.

The reply was:
Yes, sir.

And then he answered on page 1001 that the $8,000,000 difference
between the assets and the amount of the holding company stock
received by his banks, represented the good will and earning power
of the banks. He also said, "That is a sound basis."
I called attention to the fact that it looked to me like water that

went into the stock, but he denied that persistently and said it was
good will and earning power of the properties that were put into the
holding company.
Mr. DAWES. These are the banks that they are going to make safe?
Mr. BUSBY. All of that being new, of course, we can not tell what

the general effect of such differentials as $8,000,000 on $22,000,000 is
going to amount to to the people of the country.
Now, I believe it was the State Banking Commissioner of Okla-

homa that very forcibly suggested that most all of the bank failures
that had come upon us in the last 8 or 10 years were banks which
had been organized prior to the period of 1920 and 1921 when we
had the deflation which left so many frozen assets in their hands and
they had been trying to work out from under the conditions that
they acquired during the inflated prices and ultimately found them-
selves unable to do so.
Do you have any thought along that line?
Mr. DAWES. I think it is undoubtedly true. I do not think any-

body will dispute that.
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Mr. BUSBY. Have there come to your attention the failures of any
banks that have been organized within recent months or within the
last three of four years—that is, since the holding comapnies and the
groups have been so active in getting together—I speak of unit bank
failures?
Mr. DAWES. No; I do not know. But that is not of any signifi-

cance, because I do not follow that closely. You mean unit banks?
Mr. BUSBY. Organized in the last few years.
Mr. DAWES. That have failed?
Mr. BUSBY. Yes.
Mr. DAWES. I do not think there have been any. I think the best

illustration you can get of the extent to which basic conditions are
responsible for bank failures would be to contrast, for instance, the
Northwest during this period of depression and some of the States in
the East. I do not hold there is very much difference in the ability of
bankers in one section as contrasted with another. They are all
human beings.
Mr. BUSBY. You think the northwest territory, in which we have

had so many bank failures, was largely inflated in land values during
the war, and soon after the war period, when agricultural products
were at a good price, banks made loans on mortgages and paper based
on those lands and that when the deflation came and the land values
shrank, then the banks found themselves unable to meet their obli-
gations or to realize on their loans and that that was largely the cause
of the bank failures in the agricultural sections?
Mr. DAWES. I can not see that that is a subject for debate. I con-

fess I used to get very impatient when I was here in Washington with
the contrasts made between the Northwest and the Florida banker
and the eastern and the southern banker. I think the difference is
largely imaginary.
Mr. BUSBY. In my section of the country, we have small cities and

towns with unit banks. They seem to be thriving and paying good
dividends and getting along in their several communities in a first
class sort of way. Some of the experts who have been before the
committee tell us that a unit bank can not operate profitably in a
city of less than from six to ten thousand people.
Mr. DAWES. I can answer that readily. Look at the statements

of the banks operating in the towns under that size. Almost all are
operating profitably. I have not the statistics before me, but I
have no hesitancy in saying that.
Pardon me, however, I want to say that you should draw your

dead line. When you speak of towns under 5,000, I do not think
you should mix in with those towns the towns of 500 or less. Of
course that is not what I mean.
Mr. BUSBY. I understand that. I am very much of the opinion

that you can over bank any territory and perhaps there are sections
of my State and other States, when we did not have transportation
facilities and communications such as we have now, where we estab-
lished too many banks and some are going out of business, from the
fact they are not being patronized sufficiently to keep them going.
I believe that is all.
The CHAIRMAN. Are there any further questions? If not, the

committee will stand adjourned, with thanks to Mr. Dawes.
(Whereupon, at 1.00 o'clock p. m., the committee adjourned.)

X
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BRANCH, CHAIN, AND GROUP BANKING

TUESDAY, JUNE 3, 1930

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY

Washington, D. C.
The committee met at 10.30 o'clock a. m., in the committee room,

Ca,Ritel, Hon. Louis T. McFadden (chairman) presiding.
rhe CHAIRMAN. The committee will COM 10 order. Mr. George

V. Davison, of the Central Hanover Bank & Trust Co. of New York,
18 present this morning, and we will be very glad to hear any statement
Mr. Davison cares to make.
Our usual procedure, Mr. Davison, is that the witness make such

statement as he desires, after which members of the committee may
want to ask some questions.

STATEMENT OF GEORGE W, DAVISON, PRESIDENT, CENTRAL
HANOVER BANK & TRUST CO.

Mr. DAVISON. Mr. Chairman, I think the most succinct form in
in which I could say anything is to give you this pamphlet containing
au address I made in San Francisco last October, before the bankers'
F•unvention. I am sure you do not want me to burden you by reading
it, but I will summarize what I said there, M a few words.
The CHAIRMAN. Have you given expression to any other opinions

in regard to this subject, in addition to those contained in the pam-
Phlet?
Mr. DAVISON. I think I was interviewed by a man from Printers

Ink, who printed what I stated to him at the time of the interview,
Which was along about the same lines. If anybody desires me to, I
can amplify what I have stated in that address.
The traditions of our country are wholly against any concentration
any power of any kind; particularly against the concentration .of

"a_nking or money power.
x uu have only to recall the days of Andrew Jackson and the

Changes made before the Pujo committee made any report. It
My requires a statement of the conditions that then existed to realize
unw sensitive the people are to conditions of that kind.
, I further feel very strongly that the unit bank, the independent
1?.anker, in the community, locally owned and locally responsive, has
urn a tremendous force in the development of our country and one
of the essential elements that makes our people different from those in
Other countires.
I do not think that any comparison can be drawn between the
ntinental countries, with their branch systems, and America, for

ineY have all been brought up to a different manner of thought and
are quite accustomed to part of their people being the underdog,

1781



1782 BRANCH, CHAIN, AND GROUP BANKING

being subservient, and, of course, all of them are, compared to the
stretch of the American Continent, comparatively small and cover a
very narrow, localized area.
For example, in England the total area of the five great banks is no

greater than New York and New Jersey.
I think also you will find that the experiences of some of the large

banks abroad have not been such as to justify any of the claims
made for branch banking—that it prevents failures and crises. The
experience of the large bank in Denmark, even with Government
help, was most unfortunate. Probably the economic crises in Japan
were very much extended and the development of the country re-
tarded for a long period by the fact you had great banks with Gov-
ernment help which stayed liquidation in 1922, which we had in 1920
and 1921, and it was not until 1927 that the thing broke loose there,
but, in the meantime, for five years you had a position of stalemate,
with business practically at a standstill.
In Canada there are at least two instances of great banks becoming

involved in extreme difficulty.
The suggestion that branch banking is going to take care of the

small community—the commum. ty too small to support a local bank—
I do not feel has any great merit. None of these chains formed thus
far have ever been known to take over poor banks. It is not the
weak bank they buy, and the change in our own methods of trans-
portation and communication has probably rendered unnecessary the
existence of banks in very small communities.
When you come to consider that the failures in American banks

have been confined largely to localities in the South and the territory
from Minnesota south, you can find a cause quite apart from the
general banking situation that gave rise to these results. Both of
them were undoubtedly the result of the high prices of certain agri-
cultural commodities during the war, with a consequent increase in
the value of the price of real estate, and, of course, the Florida boom
was the same thing.
I think some of you must be alarmed by the change that is taking

place in the character of some of our communities with the vast
extension of chain stores, for they are replacing merchants and men of
responsibility with clerks on a small salary who can not advise, and
certainly can not support, local charities and public institutions.
Banks are one of the very few. corporations which advertise their

debts. You see a bank speaks of its total resources, which include all
deposits. Of course, their deposits. are debts to some one esle. Four-
fifths, at least, of a bank's money IT money deposited with it by other
people and the primary duty, I think, of every bank, is to its depos-
itors rather than to its stockholders. Experience shows that when
that duty is well done, it is profitable to its stockholders.
But the first aim of every banker is to know that he is going to be

able to pay his debts. There is no doubt chain banking has come
because branch banking is still illegal and it started, beyond any
question in my mind, as a speculation and promotion matter. It has
stopped generally because of the debacle that took place last fall in

the price of securities, and except in local communities it is going on
now in smaller areas and largely because of fear. .

There have been a great many people in talking with me and talking

ith some of our officers, who are afraid because of the source from
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Which the suggestion for wider branch banking was made, that branch
banking is going to come, and they do not want to be taken over by
some foreign and remote group, and they are combining, as a measure
of defense and not from any desire or belief in an extension of branch
banking.

think I have summarized pretty well the things that were in my
nlind. I have been very brief, and I shall be glad to elaborate my
viws if the committee desires on this subject, and, if you desire, I
will send a copy of this pamphlet to every member of the committee.
I have some natural modesty about 
The CHAIRMAN. I am going to suggest that, without objection,

tins statement of Mr. Davison, which is the speech he delivered in
the American Bankers' Association convention at San Francisco, be
made a part of the record at this point.
(The statement referred to is printed in full as follows:)
In the case of Georgia, you had an instance of chain banking, and

When the Bankers Trust Co., of Atlanta, failed, some 80 banks, sup-
Posedly independent, went down within 40 hours. Our history of
chain banking has been been that when one goes bad the others go.
I do not believe that there is anything that chain banking can do

for banking members of its group that can not be done , and is not
now being done, by correspondent banks. It was thought when the
Federal reserve act was passed that the need for correspondent banks
had ceased to exist. The national bank used to carry part of its
reserve with its correspondent in a reserve city, but there are many
needs that the Federal reserve does not meet for the bank in outl •
districts. It has collateral that is not available and I do not t
Should be available at the Federal reserve bank, and it can send that
to its correspondent and can secure funds on that, if needed. It can
get and does get advice as to securities, and when it has a surplus of
funds it can send them to its correspondent, either to be mvested in
commercial paper or in loans on call and, in the same way, it has been
known and does call on its correspondent for aid when the financial
needs of that community, are great.
The great difference in that, to my mind, is this, that the local

bank sends its funds to its correspondent because it wants to, and not
because some one in a reserve city tells them to. It is a transaction
between principals and not a transaction between a head of a system
and a clerk or employee.

BANKING EVOLUTION IN AMERICA

A DISCUSSION OF MERGERS, BRANCH BANKING, CHAIN BANKING, AND THE UNIT
BANK

(By George W. Davison, President, Central Hanover Bank & Trust Co.,
San Francisco, October 3, 1929)

The privilege of addressing you to-day is deeply appreciated. It is as the
head of an institution which has been intimately associated for more than a half
century with the work and problems of bankers all over the country that I am
venturing to talk to you, and the subject which I shall discuss concerns every
one of us. I propose to talk to you about current portents for our American
banking future.
What is happening to our American banking system in this era of accelerated

Speed, innovation, and change? When the dust of the era has cleared away will
our American banking system be radically different from the banking system
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with which America faced the new conditions at the end of the Great War a
little more than a decade ago? What is denoted by the rapid progress of the
merger movement for larger and larger banking institutions? By the persistent
movement for the expansion of branch banking beyond municipal confines? By
the movement for what is called chain banking, obviously an endeavor to estab-
lish a compromise with National and State statutory limitations on branch
banking? Are all these movements to go on with gathering force and widening
sweep until we have a few hundred or even a few score mammoth banking insti-
tutions with myriads of branches? Or are we going to preserve our banking
system essentially unchanged in form, organization, and control?

These are only some of the questions which we, who are engaged in what is not
too accurately called the banking business, are all asking ourselves and one
another. The very questions give concern. The implications of an answer in
favor of an intense concentration of control in the banking field must give us still
more concern because of the basic characteristics of American banking in its
historic past and because of the contribution of our banking to the exploitation
of American economic resources and the prosperous growth of American enterprise.
The general reason for addressing you on the subject chosen is the common

interest we all have in whatever adaptations we should make to fit our activities
to the needs of the time and the future. The particular reason for addressing
you on this subject is the special interest I have in the work and problems of a
great many separate banks. The bank and trust company which I have the
honor to direct is the depository and correspondent of a large number of banks.
Their interests are our interests. We are the possessors of a pioneer tradition in
the establishment of correspondent bank relations, and all the thinking I have
been able to do on questions affecting our banking future has centered around
some of the most valid conclusions which are to be drawn from the contacts and
experiences of a correspondent bank with its depositing banks. When we recall,
and recall we can with pride, the encouragement and assistance which the freedom
of independent initiative in our highly individualized banking system has given
to the constructive achievements of American history and trade and the enhance-
ment of the popular welfare, I am satisfied that all these questions can receive
an answer affirming that there is no necessity in our banking, past or present,
for a revolutionary change in our banking system in the near or further future.
So that I shall not be misunderstood, I wish to make it clear that I believe in

bank mergers, up to the point where they are not restrictive of interbank com-
petition and up to the point where independence can be retained and relations
with customers do not become mechanical or stereotyped. I believe in branch
banking in limited local areas where the closest kind of contact can be kept with
the main office and, of much greater importance, where the main office has a
close and exact knowledge of local business conditions and the local people.
Regarding it solely as an experimental form of branch banking I shall not argue
here against the endeavor to weld banks into chains moored to holding companies
which are in turn subsidiary to or allied with institutional banks. One of our
great advantages as Americans has been the opportunity offered by our vast
geographical extent, by the different qualities of our population, and the differ-
ent resources of our far-flung land to engage in experiments, political, social, and
economic. In our laboratories of such experimentation we have made helpful
discoveries. One of the discoveries which we have been continually making is
that what was often supposed to be new has not necessarily been new, and, far
more often, what was thought to be desirable because it was new has turned out
not to be good. It might be asked, in passing, if you go in for buying banks in
order to make a chain or to set up branches, or if you go in for mergers for the
sake of size, where are you going to stop? These are awkward questions to
answer, but at long last I do not argue against experiments in branch-banking
expansion, because I believe that we have something else which is better; which
argues for itself.

AMERICA IIAS THE BEST BANKING SYSTEM IN THE WORLD

What is there about American banking which would indicate that it is in the
way of a great change in organization, form, arid control? Is there anything
fundamentally wrong in the present organization, form, and control? I think
not. I believe that to-day America has the best banking system in the world;
the most flexible; better adapted than the banking system of any other country
to the enhancement of the economic welfare of all its people. What other country
can show anything like our highly developed check system for facilitating the
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exchanges of its domestic trade? What a tribute to our banking system is our
Check system which gives such currency to confidence.
Undoubtedly this was not always so. It was not so prior to 15 years ago,

when the Federal reserve system was set up. Nevertheless, our banking in
our whole history has matched the requirements of American opportunity and
contributed invaluably to its realization. Every lesson that experience set for
our banks was learned and the teaching was put into effect; whether the lessons
taught by the destruction of the first and second Banks of the United States;
the lessons of the periods of free banking and wildcat bank note issues; the
lessons of the battles for sound money; the long lesson of our panics which fin illy
enabled our banks to convince themselves and so convince the people that our
banking system must have some centralized direction, some centralized ability
to render solvency liquid, and give fluidity to credit, some coordinating factor
of banking power through mobilized reserves; or the further lessons learned in
the recent war years as the result of which our bankers, instead of being chiefly
brokers in loans, have become dealers in credit for the Nation and tile world.

FREEDOM OF INITIATIVE AND COMPETITION SHOULD BE RETAINED

Through all the decades and generations of banking mistake and banking failure
the periods of disordered currency, the cycles of boom, panic, and depression,
American banking has persistently gone forward and, taught by experience,
has suited itself to the demands of each new day. What is there about the record
'which is to account for this, and why is it that America has, as I believe firmly
!t has, the best banking system at present for its needs? The answer is to be found
m the one universal fact which stands out in our banking history; that our
banking has been done by individual banks, locally owned and headed by re-
sPonsible individuals who were free to make their own decisions and accomplish
their own successes, who were intimately associated with the activities of their
local communities, thoroughly acquainted with local conditions and local people,
ftnd, because the ramifications and contacts of banking are endless, more or less
1.11 touch with industrial, trade, and financial conditions elsewhere. I believe that
it. has been vital to the interests of America that our bankers have had the indi-
vidual freedom of initiative and competitive action which they have enjoyed
(subject to such statutory restrictions and governmental supervision as the popu-
lar will has demanded and time has shown to be wise and desirable), and I believe
that it is going to be equally vital to the interests of America in the future that
the largest possible amount of individual freedom of initiative and competitive
action should be retained by our bankers.
The prime characteristic of American banking has been its intense individual-

ism. This used to be true also of American enterprise in trade and industry
Where it is becoming less true. Reasoning by analogy is always dangerous and
never more so than in the attempts to draw analogies between the economic
movement toward concentration in manufacturing and merchandising and a
Movement toward a similar concentration in banking. The character of the
service is fundamentally and essentially different.

HOW BANKING DIFFERS FROM BUSINESS

Earlier ill these remarks I said that it was inaccurate to speak of the banking
hushiess. We know how unlike banking is to the business to which it ministers.
The vocations of the banker are far more akin to the vocations of the professions
than they are akin to the activities of business. In the case of banking institu-
tions directly or indirectly engaged in merchandising securities there is a resem-
blance between banking and business, but in my view the merchandising of se-
curities is not an essential of deposit banking. True, the banker deals in money,
but very little in real money which is a commodity, and very much in promises
and orders to pay money which are not commodities. Real banking is dealing
in credit, and credit can hardly be regarded as a commodity. The banker is all
the time engaged in exchanging his better-known credit for the lesser-known
credit of his customers; or if you like, engaged in giving a circulating quality and
a buying and debt-paying power to the credit of his customers on his judgment of
their character and resources. Basically, banking is engaged with character,
and in this engagement a bank renders service to its many customers. Its
earnings are more of the nature of the fees received by a physician or a lawyer
than they are of the nature of the money price obtained by a manufacturer or
Merchant for the goods which lie sells. I might add further that the difference
between banking and business is indicated strikingly by the fact that the competi-
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tion between banks is in quality of service; that there is seldom a question of
price; that there is no real problem of cheaper banking for us to solve.

It has often been said that the great fault with American banking has been that
there were too many banks. The criticism is important and has its veracity. It
is quite likely that during the last generation particularly there may have been
a too liberal chartering of national and State banking institutions. With some
24,000 State and national banks and trust companies, we have, it seems to me, a
sufficient assurance of banking competition. Because we have had so many
separate banks, competition between them has too often conduced to excesses of
departure from sound banking principle and wise banking policy. It has also
conduced to an excessive amount of uncompensated service by banks generally
in the effort to gain or retain deposits. Because of the very multiplication of
banks there has been on occasion an undue amount of bank failures. Your
retiring president, Mr. Hazelwood, has recently contributed an article to one of
the magazines pointing out that the multiplication of banks in communities
successfully maintaining one bank, a too liberal chartering by both State and
Federal authorities has been the primary cause of bank failures. The remedy for
this lies in administration, not in legislation nor revolutionary changes. It is
for these reasons among others that I believe in bank mergers—up to a point,
as I have already said, and in localized branch banking. Nevertheless, I think,
that all which our multiplicity of individual banks has cost the banking com-
munity and the American people has been a trifling price to pay for the values
inherent in and the benefits derived from our individualistic banking and from the
maintenance of banking freedom of initiative and competitive action. In no
phase of our American life has our individualistic tradition maintained so thor-
oughly the free play of competition as among our banks. It is that which is
primarily responsible for the adaptability shown by the American bank and the
American banker to all the changing needs of new conditions and the promise of
new opportunity.

BETTER BANKING AND HUGE CONSOLIDATIONS ARE NOT NECESSARILY
SYNONYMOUS

One thing we must grant;. that as in other economic fields all institutions,
organizations, methods, practices, and controls must justify themselves by per-
sistent progress to the best results, so must our banking system justify itself.
This is only another way of saying that while we believe we have now the best
banking system in the world for our needs we have not attained perfection and
never shall; that we must work for still better banking. That the way to better
banking lies along the road of a banking system intensively concentrated to the
last degree I am not prepared to admit; indeed I am disposed to deny that better
banking and huge banking consolidations which tend to reduce materially the
individualism of American banking are at all synonymous. Good banking is
good banking, whether in the large or in the small, and it is my firm conviction
that the best possible banking can be done just as well by the banks in the
sparsely settled agricultural regions as by the larger banks of the towns and the
much larger banks in the cities. I believe that it is only possible for better
banking to be done by banks which are individually free to improve their serv-
ices as their situation permits; banks which have independent freedom of indi-
vidual initiative basing their action on their own knowledge of local conditions
and their own judgment of local character and credit worth and are at liberty
to make their own choice of cooperative affiliations.

It is my conviction that a study of our banking history and of our banking
system as it is to-day reveals the lines along which our banking individualism
can be preserved. Have we need of importing the organization and practices of
other lands, even if they are lands of a much older banking history than ours?
I doubt it.
We have come to have a great deal to do with foreign countries and shall have

more. We have learned a great deal from abroad and shall continue to learn
more from countries and peoples with older experience. Yet what we appropri-
ate from abroad we are most apt to apply in terms of our own experience and
tradition and transform it to the requirements of our own more fluid and dynamic
life. When our financial education had been carried so far that we were prepared
for the legislation which took shape in the Federal reserve act we did not set up
a central bank. We provided for a centralized banking system which should be
a coordinating factor of cooperation between all of the banks of our entire bank-
ing community.
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FOREIGN BANKING SYSTEMS AND THE UNITED STATES

The statement, often heard, that we should take lessons from European bank-
ing systems and concentrate into a relatively few large banks through the country
at large with manifold branches is not well founded. True, it may be wise to
strengthen through consolidation and consequent stronger capital accounts within
Prescribed geographical limits and within localities where kindred interests assure
a mutual and related benefit; but the vastness of our country with its great
geographical distances and varying sectional interests, pride, and prejudice, pre-
sents a problem wholly different from that of any European nation.
The branch manager of the English banks would be unacceptable to the

American citizen who wishes always to deal in banking with one whom he regards
as haying greater special knowledge but his equal in other respects. Small
deposits can not here be fed directly to the great urban centers. Tribute and the
feudalistic overlord have no place in American banking when the hearts of the
People are consulted, and any banking system not approved in the hearts of our
people has no place in our present nor in our future. Great changes in system
10 this country rarely take place by creations at the top; they come from a deter-
mined wish in the hearts of the great body of citizenship which eventually ex-
Presses itself. We have been too long nurtured on independent doctrines to
permit a final concentration of that which in its essence belongs to countless
Individuals, namely, the deposit account.
Nor can the French system, which centers in Paris, be presented as desirable

or us. The leadership of the great banks in France is blindly followed, but where
Is there a French farmer or local merchant akin to our farmer or local merchant,
and where is our small manufacturer or investor akin to the Frenchman of equal
rating who relies on Paris and unhesitatingly and unquestioningly follows its
banking dictates.
And in Germany another wholly different picture offers. The paternal

Industrial bank flourishes there, a creation unknown to America until the last
few years, when some of our great banks have established adjuncts whereby they
have taken a leading part in creating and fostering industrial enterprises. This
business is one which must be done, but whether by banks of deposit or their
adjuncts or by private entrepreneurs is for the future to determine. It seem
certain that the banking institution which is prejudiced by its own creations
can not be the choice of the independent local banker as a depository of his re-
serves or his surplus funds and that the accumulations of capital represented by
'lePosit accounts in all sections of the country which should be maintained
in as liquid a form as possible will not, without the independent local banker's
consent, be used extensively in promoting industrial undertakings.

BANKING INDEPENDENCE SHOULD BE MAINTAINED

So it would seem that no European system has any real part in our banking
life as a whole, although we may select from it whatever may be suited to aid or
to balance our own devices or ideas. We have worked out over a long period
our own banking development. It has been steadily improved and there is
flcouraging room for further improvement; but it has always maintained the

Independence of its individual parts, be they litre or small, and we are not ready
to surrender our independence. The larger will become larger and, we hope,
stronger. The smaller will become larger and, we hope, also stronger, but in-
dependence in the best meaning of the word and within proper local areas should
be cherished and maintained. Strengthen the smaller bank, unify and consoli-
date within localities, foster direct dealings between clients and those bankers
who have their own money at stake and take just pride in the prosperity of their
slirrounding territory. That plus a close and friendly association with a reserve
City hank earned by years of affiliation is the ideal situation.

THE HOLDING COMPANY

What shall we say of the development of the holding company for the owner-
ship of bank stocks if its avowed purpose is only to control banks throughout the
country and direct their policy? Even as an interim step toward a branch
banking expansion which may be legalized I believe it to be a development with-
out promise. The banker far and wide throughout the United States can not
take kindly to the ideas which it embodies. Is it to be carried out to the point
Where our bankers are asked to divide themselves; on the one side those who
Wish to control the vast power of much money for purposes of their own and on
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the other side those who cherish independence of thought and action joined to
close relationships more intensified even than in older days with correspondents
bound together as partners in aims and ideals who have their own money and
reputations at risk and who believe in the independence of their territory and
depositors? If so it is with this latter class that we wish to align ourselves and
to serve them to our utmost ability in fraternal partnership. Do we want to
see banking become so monopolized that a given section shall be visualized as a
source of tribute only with its industries and merchants not regarded as individ-
uals and with a remote control able to lay its heavy hand on local industry and
trade?

Trusteeship is becoming a common and much overworked word. It is to be
feared sometimes the part it occupies and niust ever occupy in our relations to
our customers and depositors, if not overlooked, is not sufficiently emphasized.
Our primary responsibility as bankers is to our depositors who have intrusted
us with the care of their funds. Experience has shown that this responsibility
when well exercised can be profitable to stockholders. Possibly at times the
profit side of the matter is too much in mind. We are among the few corporations
who boast of their debts, the loans to us by our depositors, called deposits. The
strength of the capital structure and its relation to deposits is apt to be submerged
in the grand figure of "total resources." The duties and responsibilities owed
by us to our depositors are very real and our care should be how best we can
serve those who have become our customers. That it is a trusteeship in a very
real sense with all the implications of the word can not be stated too strongly.
I have been surprised since reaching San Francisco to learn how great a part

the price of bank stocks is playing among the group and chain people. Time
was—and will be again, I am confident—when it was not considered becoming in
a hanker to be concerned in the selling price of his bank stock, much less to be
active in the market for it.

Almost on my arrival a man came to me and asked if I remembered his offering
me control of a bank within a year. I did and he gleefully told me he had sold
it for two and a half times that price to a well-known group. He had hardly left
when another told me of the difficulty a recent group had had in maintaining
the price of their stock and how much stock they had to take in doing so. Another
sale at twice its market value was then reported.
Have we here some explanation of the purpose of group and chain activity—

immediate market appreciation—and little, if any, regard for intrinsic values,
earning capacity, and the customers of the bank on whom with good management
the future must depend?

WE NOW HAVE MORE THAN THE EQUIVALENT OF FOREIGN BANKING

I contend that we already have in our banking system what I believe to be
more than an equivalent of foreign branch banking and its development will be
consistent with our traditions. Long prior to the creation of the Federal reserve
system banks throughout the country established relations with banks in the
principal cities as depositories for portions of their funds; as correspondents who
could be consulted about all kinds of problems and to which the depositing banks
could turn for cooperation in meeting the credit requirements (and for many
decades the currency requirements) of their vicinities. While the establishment
and development of these correspondent bank relations began with the national
banks as a direct result of the provisions of the national bank act for the deposit
of certain percentages of reserves with banks in reserve and central reserve cities,
the need for these correspondent bank relations grew far beyond the needs for
reserve depositories alone. Proof of what purpose these correspondent bank
relations served was furnished by the action of State banking institutions which
also established their position with strong correspondents and this proof has been
emphasized by the experience we have had since the Federal reserve system began
to function. One of the contemplated purposes of the framers of the Federal
reserve act was to do away with the deposit of reserves in correspondent banks
and to "keep bank funds at home." Have correspondent bank relations ended?
Most certainly they have not. And why? Because correspondent banking has
grown to meet needs and requirements of our banking community which have
cemented correspondent and depositing bank relations almost indestructibly.

CORRESPONDENT BANKING VERSUS BRANCH BANKING

It is to correspondent banking, if I may be allowed to use a phrase which
carries its own definition to all bankers, that, in studying our banking history
and our banking system as it exists, my thought turns for the assurances that
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Will safeguard and preserve the individualism of American banking which, I
believe, we all regard as indispensable to the health of the American economic
future if we as bankers are to serve our people as well in the future as we and
oUr predecessors have served them in the past. The growth of correspondent
liank relations is a normal economic evolution of the individualism of our bank-
Mg. I think that the line of advance to still better banking and the provisionof a complete service suited at all times to make its contribution to the realiza-
tion of American opportunity and the diffusion of increasing prosperity lies in
the normal evolutionary development of correspondent banking.
Branch banking, should it become legalized, may possibly give us better me-

chanical banking. Nobody knows better than we do that banking is not an
enterprise of formulas and machinery. It is profoundly involved 'with the human
aide of life, with people engaged in the business of making a living. Let us have
all of the better banking machinery that our ingenuity can devise and our judg-
ment approve, but let us not place our confidence in the perfection of banking
Meehanisrn, for if we should our banking system would become increasinglyraid and lose the flexibility which is indispensable to the service that banks
have to perform. For the preservation of that essential flexibility I believe our
correspondent banking to be most admirably adapted.
Our correspondent banking safeguards the individual initiative and the inde-

pendence of banks everywhere. It is questionable if extensive branch bankingr compatible with the preservation of the values which our individualistic bank-,mg system has fostered. Correspondent banking certainly is compatible with
I.ne preservation of these values precisely because it has fostered them. I think
!t almost not too much to say that close relations formed by the independent
banks themselves with strong institutions of their own choosing in the financial
?enters of the country, now more than ever, can contribute to the protection of

ae popular liberties which are associated with our American tradition of thei°M
ndependence of the individual and the right of every individual citizen to equality

(If opportunity. It seems to me that in these days of economic concentration
and consolidation our banking system, with its continuing achievement of in-
cr?asing cooperation by thousands and thousands of independent banks, exem-
Plifies more than does any other form of our economic institutions the basic
American idea. That idea has been illustrated in our national attitude toward
Other nations, governmentally interpreted and expressed. Our position in the
World to-day is not one of isolation and aloofness; it is a position of entire inde-

Jendence of entanglements of formal alliance but of a readiness to cooperate0? the advance of every essential interest of the world. This, it seems to me,
'Ma been the relation which our banks hold toward each other and toward the
American public, and I believe that the development of this sort of banking
cao.go on to make the position of our banking system still more effective as anexhibition of cooperative independence.
,I am sparing you statistics. There is little significance in the total number of

r,1
anks that can now be counted in an extension of branch banking beyond strictly
.1mited localities. The figures of branch banking expansion which are frequently
r
m
ed are small when set against the thousands of banks grouped together in rela-
ns with correspondent banks. Statistically stated the branch banking move-

Toe.nt to date is very limited. Its import is all that I am considering here. The
Point which I seek to make is that we have not perceived the potentialities of
correspondent bank relations and that it is imperative to perceive them and to
r'alte steps to realize them. All the separate banks in our correspondent bank
!r„MiP8 have perhaps only a little less in the way of active relations with each

,"..69er than have the branches of any one of the great banks abroad where the
neipal relation of the branch is, after all, to the head office. Precisely the

tInneipal relation of our depositing banks is to their correspondent banks; but is.itere any reason vi-hy.relations can not be cultivated between the depositing
°antis in a group headed up by the leadership of correspondent banks in reserve
and central reserve cities? I would like to have you direct your thought to the
itlkuswer which should be returned to this question and in thinking of it I am sure
'at many things will occur to you which can be done to extend and improvec
M'resPondent bank relations so that if I may paraphrase in part and in part

Ittiote the language of the constitution of the New York Clearing House Associa-
the interests of the correspondent banking groups may be promoted and

,:p that all banks associated in correspondent bank relations may assure the
Maintenance of conservative banking through wise and intelligent cooperation."
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WIDENING THE SCOPE OF CORRESPONDENT RELATIONS

Tell us how we may all work together for such a purpose and what we, as cor-
respondent banks, may do to help you give a more complete service to your
communities. In what new ways may we cooperate with you to strengthen your
own independent position? If you are adding to your service and building up
trust departments, for example, can we help you out of our long and large trust
experience? Can we help you to make sound loans which are the real guarantee
of bank deposits? Can we help you to make sound investments and keep your
investments liquid? Should there be conventions of depositing banks under
the leadership of the correspondent banks with which they are associated so
that out of such conventions may come closer affiliations between the depositing
banks themselves? Should there be some form of conference committee in each
such correspondent banking group which can act as a clearing house for the ideas
and problems of members of the group? Customarily the banks which are men?-
hers of the Federal reserve system call public notice to this membership in their
letterheads, their literature, and their advertising. Do you or should you, as
depositing banks, in the same way set forth the names of your correspondent
banking institutions?
The service which correspondent banks render to their depositing banks is well

known. There is ample room and a beckoning opportunity to build up stroller
and closer relations of mutual helpfulness to better service by our entire banking
system. Good banking has had to be done in the local communities by the banks
which have established good relations with correspondents in reserve and central
reserve cities. The nature of the balances maintained by the depositing banks,
the quality of the loans and discounts offered to the correspondent banks as excess
lines or rediscounts, the way in which loans are handled by the depositing banks;
all that goes to constitute the record of correspondent relationships makes for
good banking everywnere. It certainly makes for as good banking all around as
could possibly be the result of destroying the individual integrity of banks by
absorbing them as branches under a distant control. So far as concerns the
solidarity of the banking community, the historical relationships of correspondent
banks are cemented by strong, invisible ties of loyalties and business friendship
arising out of years of fair and honorable dealing and mutual confidence. What
ties of branch banking can be as strong as these? What Can we do to make
stronger the ties which bind together men proud of their independence, their
individual integrity, and their freedom of action?
The relations of depositing banks to their correspondents have been a normal,

natural evolution encouraged by the spirit of our banking laws and the political
and economic traditions of our country. These relations have fostered the ini-
tiative and independence of our banks everywhere. The independently owned
and controlled bank can do far more in serving its particular community than a
bank owned by distant interests. All the knowledge and confidence derived from
local contacts can not be translated into terms understandable by some controlling
authority at a remote point. I propose a resolute endeavor to make the largest
possible and most effective use of correspondent bank relations and in making
such an endeavor we can rest our confidence in an expectation of success on the
sturdiest of foundations.

THE INDEPENDENT LOCAL BANKER CAN NOT BE REPLACED

Iii banking nothing can take the place of the man on the ground who knows
local conditions and the men with whom he is dealing and has the power to make
his own decisions under a responsibility owed only to resident ownership control.
Also, and I would like to stress this, we American people have a deep-seated dis-
trust of concentrated power, especially concentrated financial power, money
power. This distrust has often been latent for long period i; but however dormant,
it has been there. It was that which made it possible to destroy the first and
second banks of the United States. It was that which less than two decades
ago threw the country into the turmoil of the "Money Trust" investigation. Let
us not forget that in the statute books of the Nation and of the States we have
laws against excessive concentration of economic power. They have been in-
voked in the past and can be invoked again. They can be amplified and b!3
equipped with more iron teeth. Our annals show that the invariable accompani-
ment of any protracted period of economic depression is a fresh political lurch in
the direction of just such legislation and a fresh invocation of its enforcement.
Just now there are no signs of an impending period of economic depression but it
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is reasonable to expect that some day it will come. If we as the men charged with
the wise administration of our banking system, because we are charged with the
;Mae administration of our own banking institutions, should allow ourselves to
be guided into courses alien to American traditions we may reckon upon hearing
in such a period of depression the voice of the specious political agitator calling
for more socialized banking."
We as a people, have, in the long run, and will always, in the long run, interpret

equality of opportunity not as meaning a chance for everybody to be a hired man
but as a chance for every American who has the ambition, will, and ability, to
become the owner of his own business, run his own show, be his own boss. I know
5 nothing in our national economy which seems to me to stand so signally for
;Ile preservation of equality of opportunity as our individual banking system.

dividualism is being submerged in other economic fields, as it is in politics.
Our banking system is the stronghold of individualism. Economically, it may
yet be the last citadel.
Preservation of the individualism of American banking rests, in the last analy-
in the individual banker. He can save his individual freedom of independent

Plitiative only by furnishing the most complete and best possible banking service
te his community in accordance with sound banking principles and wise banking
Policies. He can help himself to this end by availing himself of all the possibili-
ties which correspondent banking offers, and I pledge my institution to your
assistance in such a cause.

The CHAIRMAN. Mr. Davison, your summary here this morning is
a very complete statement.
Mr. DAVISON. Thank you.
The CHAIRMAN. You call it a sununary, but I think it is one of the

most intelligent summaries that has been presented to this committee,
and we appreciate your coming before the conunittee.
Mr. DAVISON. You know how sorry I am that there was any mis-

understanding about my appearance here.
The CHAIRMAN. We are having some difficulty in getting men who

represent the viewpoint you represent to appear before the committee
and present the difficulties and the views of that class of banks, and
I am sure you can recognize the reasons for that.
Mr. DAVISON. I think you will find it a much larger element than

is thought. A great many are really anxious and fear they have to
do something.
The CHAIRMAN. Realizing the importance of this study to banking

in the country at this time, we are trying to do the job and we are
,trYing to get all the information we can. We have only a few more
„uays, because our _authority ceases with this session of Congress.
nowever, we are trying to get all the information we can during the
session so that if legislation is necessary it can follow at the next
session of Congress.
In view of your statement and in view of the fact also that you are

,the head of one of the larger banks in New York City, your statement
1,8 particularly interesting. It is interesting in this respect to me, at
least, because there has been a fear throughout the country, in years
gone by, of the possible centralization of banking in New York, and
You, representing one of the largest institutions in New York, rather
confirm that view.

It is evident to those of us who have been hearing statements from
the heads of the large group or chain banks that have been developed
that they are building up a condition in trade areas throughout the
United States which is taking from New York some of the business
Which otherwise would naturally come to New York as the money
center.
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In view of your stated opposition and your well-known attitude on
this subject, I should like to have you tell us about the Central
Hanover Bank & Trust Co. of New York. Will you put into the
record, if you have it, a statement of the bank? If you do not have it
with you, will you insert it in the record?
Mr. DAVISON. Our bank has a capital of $21,000,000, a surplus of

$69,000,000, and undivided profits of about $25,000,000, the deposits
running from four to five hundred million. We have a number of
correspondents throughout the country and we do a general banking
business. We do a great deal of foreign business with most of the
countries of Europe, except Russia.
The CHAIRMAN. Have you any branches or any affiliated com-

panies?
Mr. DAVISON. We have no affiliated companies. We have

branches within the Borough of Manhattan only. We have a very
large trust business, bot corporate and personal, and safe-keeping.
The CHAIRMAN. You see a distinction between branches within the

city limits and branches within the trade area or the Federal reserve
district, or nation-wide, do you not?
Mr. DAVISON. I certainly do. I think that experience has shown

that branch banking within a locality is a service to the community.
We have shown that we know how to do it and do it well. The head
of the bank must be in constant touch with all conditions, and you
are not so remote that it is not a matter of policy that is determined
by the head from actual knowledge rather than based on reports
made from remote or far-distance districts that guide him in making
policies.
We do not issue or sell securities, nor have we any affiliated com-

panies that do anything of that kind.
The CHAIRMAN. Your relationship with any and all banks is that

of correspondent?
MT. DAVISON. Absolutely.
The CHAIRMAN. Is there any more connection between the Central

Trust Co. of Chicago and your institution?
Mr. DAVISON. None at all.
The CHAIRMAN. Than with any other?
Mr. DAVISON. Not at all.
The CHAIRMAN. There is no connection there?
Mr. DAVISON. No, sir; none at all. I am afraid we are not prin-

cipal correspondents.
The CHAIRMAN. I know there has been a suggestion made in the

past that the two institutions were connected. •
Mr. DAVISON. Not at all. General Dawes has been a great per-

sonal friend of both myself and my predecessor.
The CHAIRMAN. It will be interesting to the committee, in view of

the fact that so many banks throughout the country have affiliated
companies, to know why your institution has not gone into that
branch of the business.
Mr. DAVISON. The affiliated company, in the first place, I think,

started because national banks were unable to buy stocks. We do
a very large personal trust business, probably larger or as large as any
bank in the country. I have always believed that the way to avoid
sin is to avoid temptation, and I am better able to serve those trusts
which have been committed to our care by not having anything to sell.
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I have always been afraid of the ability of a man running a bond or
securities department to sell them to our people as well as to out-
siders, in case things get sticky or slow, and I have avoided any
Possibility of being in the business or having something to turn over
to people who have intrusted us to make the best decision without
any self-interest.
The CHAIRMAN. There is pending before the committee, and of

course it is a matter that has been referred to frequently in the hear-
ings, a question of giving the examining authority, the Federal reserve
sYstem or the Comptroller of the Currency, the power to examine
affiliated companies connected with national banks. I gather from
What you have said you also think that that would be necessary.
Mr. DAVISON. I do not see where there could be any objection to

that.
The CHAIRMAN. Of course it would be very difficult to examine a

national bank unless they examined the affiliated company.
Mr. DAVISON. Beyond question.
The CHAIRMAN. In connection with this study, Mr. Davison, it is

quite important to the committee to know who controls these large
banks. Will you have any objection to furnishing us, as was furnished
to the Pujo committee during that examination, a list of your largest
stockholders?
Mr. DAVISON. No.

, The CHAIRMAN. If you will furnish that to the committee, it will
De for the committee's confidential use only.
Mr. DAVISON. I do not think there is any stockholder in the Central

rianover Bank & Trust Co. who owns over 2% per cent of the stock.
The CHAIRMAN. Then, control in the bank is not vested in the

officers and directors of the bank?
Mr. DAVISON. NO, Sir.
The CHAIRMAN. It is a free and open control?
Mr. DAVISON. Absolutely, and always has been.
The CHAIRMAN. HOW do you conduct your foreign business? Have

on your own agencies abroad? Are they correspondent agencies, or
ti▪ o you have your own officers abroad?
Mr. DAVISON. We have representatives in Berlin, Paris, and Lon-

u„°u• They are merely agents, and we are correspondents of many of
"'"e Principal banks abroad and do a great deal of business with them.
The office in Paris, I would say, is merely a service station for

those who use our credit when they go abroad. We have found it
,lecessary to open an extra office in London for that purpose. We
nave a business office in the city that is able to get credit information,
and so forth, for us.
The CHAIRMAN. Suggestions have been made from time to time

and are pending here now in regard to increasing the line of eligible
Paper for rediscount in the Federal reserve system. In that connec-
tion, we are confronted with requests that we make eligible for
rediscount paper growing out of partial payments and to make
Inortgages, railroad bonds, and good municipal bonds eligible, under
certain set out provisions, and so forth.
Is there a dearth of eligible paper to secure the release of the proper

funount of Federal reserve credit at the present time?
Mr. DAVISON. Not at the present time.
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The CHAIRMAN. Would you favor enlarging the scope to include
those lines that I have referred to?
Mr. DAVISON. I would not.
The CHAIRMAN. My analysis has been rather general, but do you

agree with that?
Mr. DAVISON. I think that our experience with installment paper

is rather meager. I think, after our experience with that type of
paper is greater, we may consider that, but I do not know. I think
it, is still too unknown, although the record of the experience we have
had with it has been surprisingly good.

Certainly bonds would siniply be opening the door for securities
of all kinds, and I do not see that that should be done. There has not
been, up to the last few years or the last three or four months, as
much commercial paper in the market as we were accustomed to
having. I think it has been due to several reasons: One, primarily,
corporations have taken advantage of the situation since 1921. A
great many were caught in 1921 with large debts, and they were
compelled to raise additional capitall but the price of their securities
has furnished an opportunity to raise capital without taking on a
fixed debt, and most of bur great corporations have had money to
lend rather than having to borrow, which they ordinarily do, at a
bank.
The CHAIRMAN. Do you see any harm in the use of Government

securities, short or long term, as practiced now by the banks, in
securing Federal reserve credit?
Mr. DAVISON. I think it is invaluable to the bank.
The CHAIRMAN. You approve, then, of the plan now in operation

in connection with the release of Federal reserve credit, particularly
by banks in New York and other large cities?
Mr. DAVISON. I do.
The CHAIRMAN. You do not think that that makes easier access

to the release of that credit than should be?
Mr. DAVISON. No; I do not think so.
The CHAIRMAN. You do not think it leads to any abuse what-

soever?
Mr. DAVISON. I have not seen it. I think it has worked wonder-

fully well and shown a flexibility that has been remarkable.
The CHAIRMAN. You do not think that that releases credit to

stock market speculative operations, through the absorption of brokers'
loans by the banks?
Mr. DAVISON. I do not. You can easily see what would happen,

however, with a money market such as we had last summer, if the
deposits of the whole country, or the outlying sections, were available
and the New York banks simply drew them in to loan at the rates
money commanded in New York last year.
The CHAIRMAN. I think it was the clearing house rule that permitted

banks to make brokers' loans on the market.
Mr. DAVISON. No; the clearing house rules made a charge and

recognized a condition that actually existed.
The CHAIRMAN. Was that a stock exchange ruling, that one-half

of 1 per cent charge?
Mr. DAVISON. No; a clearing-house rule. The situation greW

up from what I told you. Corporations had raised money from their
securities for their necessary capital, and under the clearing-house

6.-
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rules they were getting a low rate of interest, and there was a higher
rate available by asking the bank to lend it. I remember eight or
nine years ago I refused to do it, but I found I was losing deposits and
everybody had to do it, and the clearing house made a uniform charge
for it.
The CHAIRMAN. The question was asked some weeks ago, when

the Comptroller of the Currency was present, as to whether or not
there was any legal authority for them to permit a bank to make
these loans and make a charge. The comptroller suggested that he
Would furnish the committee with the information with regard to that,
but he has not done so as yet.
Mr. DAVISON. I do not see what more you need. A bank can act

as agent for it:: correspondent, whether a corporation or an individual,
and perform any service that the man asks it to do. That is all they
are doing. I do not see what limitation there would be on our doing
that.
The CHAIRMAN. The suggestion has also been made to this com-

tnittee that one of the main causes of this great suction of money into
New York from the country during speculative periods is due to the
fact that the big banks in New York offered to their customers to
Place so much of their funds in the market, provided they would keep
certain balances with them, and that that has been a method of se-
eming this business from the country which has finally resulted in
Plaguing the big New York banks.
Mr. DAVISON. I do not think there is anything in that. What I

fun trying to emphasize is that at the present time the action of the
correspondent bank is the action of the bank in the locality. It is
not the action of the New York banks or what the New York banks
would like. It is what they wanted to do. They are independent,
and to sacrifice that I think would be a greet sacrifice and would be
a menace to our general welfare.
The CHAIRMAN. The Comptroller of the Currency has recom-

Mended to this committee, as you know, an extension of branch bank-
lug over its present limitations—within the city limits—to a larger
undefined area known as the trade area. Would you think it advis-
able to extend branch banking as he suggests?
Mr. DAVISON. No; I would not.
The CHAIRMAN. Would you extend it beyond the present limita-

tions?
Mr. DAVISON. I think your national bank act has got to provide

that the national banks can have branches wherever the State legisla-
tion permits State banks to have branches. You have got to do that,
Probably.
I can see no reason for the extension, and I think if the comptroller's

!3uggestion were followed, you would find a wild orgy of speculation
in bank stocks by the bigger banks and by big outlying banks that
would make last year's affair pale.
Mr. STRONG. Mr. Davison, I apologize for being late and not having

heard your statement, but from what questions you have answered, I
understand you are opposed to an extension of branch banking?
Mr. DAVISON. Yes.
Mr. STRONG. The comptroller is advocating branch banking in

trade areas, which he says is that circle of territory around the large
moneyed or commercial centers that controls the trade of that tern-



179'6 BRANCH, CHAIN, AND GROUP BANKING

tory. In the examination of the Governor of the Federal Reserve
Board he intimated that they were trying to work out a system of
trade areas in the United States which might amount to 37. He also
said that he thought that trade areas would be broken down or at
least he said this, that within 50 years, and it might be sooner, we
would have nation-wide branch banking. He was followed on the
stand by Mr. Giannini, of the Bank of Italy, who favored world-wide
branch banking.
We had before us group bankers from Minneapolis, Detroit, St. Paul,

Buffalo, and Atlanta. They seemed to think they had reached
proper system of banking and insisted they had improved financial
conditions in their territories and they were in a sound condition.
I remember that the group banks of Minneapolis and St. Paul had,
within the year, gotten together over 100 banks each and insisted
that it was a proper and permanent system of banking.
I have just been out to Tulsa, Okla., and Wichita, Kans., addressing

the State bankers of those States, and a reliable banker, a man whose
word can be accepted, stated he had visited St. Paul and Minneapolis
and asked those groups up there what will be the ultimate result.
They said, "Oh, well, eventually we will have nation-wide branch
banking and we will sell out to New York interests and make several
million dollars."
Mr. DAVISON. I think you have put your finger on the main spur

to chain banking thus far, and chain banking is simply something
they can do when they can not do branch banking. I think there are
now groups of chains forming out of fear.
Mr. STRONG. I mention this because I believe the desire for group

banking is eventually to make money by selling out to branch bank-
mg systems in the great money center, which is New York.

r. DAVISON. I have called attention in the memorandum I
submitted—I did not put it in the paper which I took out to San
Francisco because, while I had it in the back of my head, I did not
have enough concrete instances to speak about it, but when I got out
there I injected a little memorandum that is contained in the paper
which is typewritten here [exhibiting]. The thing that amazed me
was the way everybody was talking about the price of bank stocks and
the price of group shares and the effort every member was making to
maintain the prices. That was all I heard, and there is no question
in the world, and I am very firm in what I stated before you came in,
that the primary purpose of chain and group banking has been stock
promotion and speculation; and if you open the door, you will see
some more.
Mr. STRONG. Another thought that comes to me in connection

with this whole development, and which these hearings evidence will
eventually lead to nation-wide, if not international branch banking,
is the proposition you suggest, namely, that the head bank's control
of the branch banks destroys the independence of individuals in the
community where unit banks previously existed. If we had nation-
wide branch banking, that can result in but one proposition; that is,
driving out the middle class of people, as it has driven them out in
every country of the world where they have had branch banking,
and that will destroy the independence of the American citizen which
this Government was built to maintain. Do you agree with that
statement?
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Mr. DAVISON. I do.
Mr. STRONG. I thank you. That is all.
Mr. DAVISON. There was a suggestion, I do not know how true it

was, that a premium was being offered to the branch manager or the
'tanager of an outlying branch who could send money to the local
center. That is a natural development of that idea, beyond any
question, whether it actually happened or not.
The CHAIRMAN. Some of the members of the committee are in

al-lite a quandary as to just what this committee or Congress should
u,o. We are in the midst of this study, and the disclosure of the fact
told there is an opportunity for business or for making money has
undoubtedly accelerated the development of this movement to
chains and groups; and almost daily we are advised through the press

;)If new groups being started, combinations which are attempting to:
uild up stronger positions in this particular line. We know perfectly

lye11 that this committee can not act, in a legislative way, until we
,nave completed this study. None of us knows what should be done.

e will be very glad, in view of this situation, if you have any sugges-
"o in regard to what we should do, to have you make those sugges-
tions.
I introduced on the spur of the moment, a few weeks ago, when

Mr. Ottley was on the stand and somewhat at his suggestion and
°tilers, a bill which would tend to limit the acquisition by groups of
national banks and member banks of the Federal reserve system, these
b.eing the only banks over which we have authority. This bill pro-
v,Ried that before any banks or groups can acquire member banks,
1;11(7 should have the approval of the comptroller's office or of the
.uederal reserve. This was intended as a possible check on improper
associations being built up, as there is a limitation in the bill to
ilO per cent ownership of the stocks in such banks. Any acquisition
oeyond that must first be submitted to the Federal Reserve Board
or to the Comptroller of the Currency. There has been strenuous
°Pposition to that. It was simply an attempt to obtain some control
?ver such matters until we could decide what should be done in a
legislative way, for the best interests of the country. It has been
jcrerY difficult to find any language which could be introduced into
!aw that would regulate chain banking because, in the final analysis,
lt comes down to the question of who is fit to own bank stock. Can
Yes ..0 give any help along this line?
Mr. DAVISON. I can prepare something and submit it to you. Of

?_°orse I have not touched on the matter of who is responsible. We
uave made much of the double liability, and if I form a holding
e?Inpany that holds the stocks of a chain of banks—and the history
c't chain banking shows that when one goes the others go—you lose
Your double liability.
The CHAIRMAN. We shall be glad to receive it. If you send it, it

;Y.ill be inserted in the record following your remarks here. I should
to say in addition, that we hope you will be very free in your
estions to the committee.
r. STRONG. And I should like to point out further that while

e are engaged in these hearings these banking groups are being
lormed and being developed.
Mr. DAVISON. Undoubtedly.
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Mr. STRONG. In fact, the chairman, in whose opinion I have .a
great deal of confidence, has stated that within two years we will
have branch banking in every State in the Union.
The CHAIRMAN. Here is a clipping from the New York Tribune

of May 31, 1930, in which it states:

MARINE MIDLAND GAINS STRENGTH IN UTILITY FIELDS.

At the outset Marine Midland consisted of the Marine Trust Co., of Baal I
Union Trust Co. of Rochester and 13 others. The total of 15 has been subtle

Fi 
;

quentiv increased to 18. The delity Trust Co. of New York, recently acquired
gave the Marine Midland banking chain a foothold in New York City, where Ig
Is also planned to form the Marine Trust Co. of New York with initial capital of
$25,000,000.

That is an enlargement of the scope over that indicated by M'
Rand when he was before the committee a couple of weeks ago.
The press also carried yesterday a statement covering the formc •

tion of the Caldwell group in Tennessee, embracing $600,000,000 of
assets, and there are indications around that other situations are
developing, especially in western Pennsylvania, where it is indicated
a New York group, the August Belmont group, are organizing
$50,000,000 chain of banks in western Pennsylvania. There is also
an indication in Pittsburgh that such a thing is happening, and in
other sections, this is rapidly developing.
Mr. STRONG. I would suggest, if I had control, that we conduct'

these hearings for another year, and that we pass legislation thee',
would prevent this development in the meantime.
The CHAIRMAN. This has a very great influence on the Federal

reserve, as now constituted.
Mr. DAVISON. I think Mr. Dawes pointed that out very well in Ir

statement.
Mr. STRONG. Mr. Davison, if this control of the credits of banks and

of banks, extends throughout large trade areas and throughout
Federal reserve districts, so that the banks are united in control,
through group banking, what effect do you think that will have on the
Federal reserve banks? Would they not control the Federal reserve
banks very largely?
Mr. DAVISON. It is quite possible.
Mr. LUCE. Mr. Davison, 1 gather from the name of the banking

institution you represent, yours is not a national bank?
Mr. DAVISON. No.
Mr. LUCE. Why do you continue as a State bank?
Mr. DAVISON. Possibly inertia, because we started that way. The

foundation of the company was two trust companies, the Central
Trust Co. and the Union Trust Co. At that time national banks could
not do a trust service. The main portion of our business was cor
porate and personal trust business for a long while.
Mr. LUCE. Yours is an amalgamation of a trust company and

national bank?
Mr. DAVISON. Yes. We merged with the Hanover National Bank

last year.
Mr. LUCE. You had at that time the opportunity to continue eithc

as a national bank or as a State bank?
MT. DAVISON. Yes.
Mr. LUCE. What were the reasons that impelled you to choose tt

State bank form?

a
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Mr. DAVISON. I think largely our history.
Mr. LUCE. And I infer that you see no practical advantages that

either system has over the other?
Mr. DAVISON. Practically none to-day.
Mr. LUCE. We are in this situation: We are now considering this

nd many other problems that come before this committee and we
bind ourselves hampered by the existence in this country of one system
that seems to be quite beyond our control. Do you expect that the
roelriorandum you contemplate submitting will show us any way in
w,hich this committee or this Congress can interfere with your opera-10n5?
Mr. DAVISON. As a matter of fact, most of the banks of the country

now belong to the Federal reserve system-75 per cent, at least.
Mr. LUCE. Not in number.
Mr. DAVISON. Certainly in assets. We are a member of the Fed-eral reserve system; so that you do control our operations.
Mr. Luca. So long as you choose to stay in the system, but you

can, at any minute leave the system.
Mr. DAVISON. 14 State bank has gone out of the system.

. Mr. LUCE. I thought our information was quite to the contrary
reference to some Ohio banks.
Mr. DAVISON. I was not familiar with that.

tIs Mr. LUCE. I am informed by the chairman that I was in error about
,3̀ !8 Ohio banks, but there still remains the fact that, excepting in-
ulrectly and with no complete power, we, in this room and in Congress,
)2nay not issue orders to you.
Mr. DAVISON. NO.

all*. LUCE. Now, if you and I were building a new banking system
firathis  country, might not that embarrassing situation be one of the

t we would face?
Mr. DAVISON. I do not know. I do not know that it is as acute as

lou suggest.
.1Mr. LUCE. Let me continue the line further. I understand that
4ueineasure of temporary restraint which the chairman has introduced
aPplies to national banks. Is there any way in which we could compel
Your bank to refuse ownership of more than 10 per cent of its stock to
mlyother person?
r Mr. DAVISON. As long as we remain a member of the Federal
eserve system, yes.
Mr. LUCE. But if you found it to your advantage to leave the

sYstem_
Mr. DAVISON. I can not conceive finding it to my advantage.
Mr. 

LUCE. 
But there are scores of banks in the country that seem

to, find it to their advantage to leave and to join a group, see more
snovantage in joining a group than staying in the Federal reserve
Ystorn, perhaps.
Mr. DAVISON. I can not conceive of that situation arising with

;.es,Pect to our bank or to any bank of our character. As I stated—
,' QO not know whether you were here—I think since the stock market

bacle, the principal formation of chain and group banks has been
'eluenced by fear, fear inspired by the pronouncement made that
"ashington favored an extension of branch banking, and groups in
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localities are getting together so that they will not be easy prey
anyone who wants .to buy them.
The CHAIRMAN. Will you explain just what you mean by "favored

by Washington"?
Mr. DAVISON. The statement came out that the comptroller's

office favored it. When I was in San Francisco I heard that the I
Treasury Department favored it. I do not think that has been borne
out by the facts, and everybody was in a tremor that this thing )%as
coming and it was a situation they had to meet. That is why I repeat
what I said, whatever opinion your committee has and Congress has,
the sooner it is determined, the better I think for the whole situation

i 
.

Mr. LUCE. We observe n every important line of activity in this
country to-day a marked tendency toward consolidation. We observe
that the important lines of retail trade and of wholesale trade and of
important industries are all responding to what looks like an economic
urge. In none of those fields that I have observed, has any element
of fear entered. It has apparently been wholly due to the belief of
men that more profit is to be made through the economies that result
from consolidations. Why do you think that in banking this move' i
ment has some unique cause?
Mr. DAVISON. I do not say that it has any unique cause. I do

say that the analogy between chain stores and other consolidations
no sense exists in banking. Banking has always been regarded EaS 8
public service and regulated, and should be regulated, because of its
public character. As I stated before you came in, four-fifths of all
the bank's money is depositors' money. It is not the bank's money; az4
I think the obligation of the bank—and I am repeating what I said
before you came here—is primarily to the depositors and secondaiill
to the stockholders.
• Mr. LUCE. Jam greatlyinterested, of course, in your line of thought;

but)but to my mind, to use a threadbare quotation, "it is not a theory 1
a condition that confronts us"; and, at the moment, it strikes me that,
it.is our duty to face a condition and not a theory of banking; not ihe
wisdom or prudence of it primarily, but the palpable fact that in
every path of human endeavor consolidation is the order of the daYtt
and you still do not make it clear to me why, on the sole line of profit
through consolidation, banks should be considered in a class by their
selves and somehow different in respect to the motives that are urging
men to act.
Mr. DAVISON. I certainly have tried to make it clear that I think

you should regulate branch banking and you should regulate chain
and group banking so as to prevent any one central communal
controlling and dominating the banking interests and banking power 
of smaller communities. I made that very emphatic. I do not knoW
whether you were in the room or not.
Mr. LUCE. At this time in the session of Congress every Member

of the House is greatly burdened with duties, and it is not possible to
be 'here for every minute.
Mr. DAVISON. I do not—
Mr. LUCE. I am simply saying that in apology for not being pre,

ent when you made 
is 

opening statement.
Mr. DAVISON. It s not necessary to apologize, but I simply repeat

that in this memorandum I go quite fully into the reasons why bank-
ing is different from selling groceries.

to
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LUCE. Certainly we all appreciate that fact, but that is not
re question I am driving at. I am leading up in the endeavor to
'Old a concrete basis for action. I am leading up to an inquiry as to
'Jew it is possible, viewing all the methods of evasion that are open,
to prevent one man owning. the stock of two banks.
Mr. DAVISON. I know of no way.
Mr. LUCE. If there is no way to prevent it how is it going to be

Possible to check group banking?
Mr. DAVISON. The chairman suggested one method that certainly

'nembership in the Federal reserve bank will enable you to make
Ifiective, that no one should be permitted, or that no outside group

OUlci be permitted to own more than a certain percentage of the
stock of a bank a that kind.
Mr. LUCE. Granting that a law could be passed that would prevent

ee'nes from holding stock in a greater amount than 10 per cent in
Your bank or any other bank, how can you prevent Jones from own-
mg more than 10 per cent in one bank and Mrs. Jones more than 10
per cent in another bank, or how can you escape the ordinary recourse
to straw men? How can you prevent a group of men from dividing
11P elnongst themselves, the stock of the banks? It is the possibility

evasion, at any time, of legislation that is one of the factors we
thist consider, and if we, so far, have been shown no way to do these

Zs, I think we must accept the condition and face it.
Vre have this same problem before us in other fields. There is a

,;"._,Ylimittee now engaged in studying the question of joint holdings of

i4itroads. The members of that committee look upon it as even more
tinVortant than our problem. There are measures that are being
Zged upon us to prevent the joint holdings of chain stores. Our

contains many appeals to stop this, but no one tells us how, as-• .
11111111 g it should be done.
eisilew, after that little speech, let me ask you this question: If it
tiluld prove beyond the powers of legislative bodies to stem the
ae of consolidation, and we had open to us only the power of regu-
b""g and directing, would you prefer that we direct the carrying of
(Mk
a 

tonsolidation into the branch field rather than the group field?
LAI'. DAVISON. I would.

u Air. LUCE. That answer meets one very important problem before
„III Now, if we are going to direct it into the branch field, will you
're me a reason why your bank ought not to have a branch in Jersey

f„ Mr. DAVISON. Well, of course, Jersey City is not very remote
New York.

r. LUCE. Well, make it Newark.
DAVISON. Well, Newark has its own problems. It has credit

11 ations and public situations that we, in New York, probably could
1,4 be fully familiar with. We would have to get a second-hand
tZport from someone else and I think it would be altogether wrong
a lat New York should be dictating the credit and banking policy of
d)cality in another city and one in which we were really foreigners

'ILI strangers.
1,11% LUCE. You feel more at home in Harlem than in Newark?

fo '11r. DAVISON. Naturally we would; yes, sir. But the situation is
4,40gether

.

 different. Harlem is a place of small businesses and homes
utt the banking situation there would not involve big industries.

L
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It would not involve the city or the county or a great number of local
different activities like a city of the importance and character of
Newark or Jersey City.
Mr. LuCE. Does the New York law permit you to open a bran

in Poughkeepsie?
Mr. DAvisoN. No.
Mr. LUCE. In many States, state-wide branch banking is permi

ble.
Mr. DAVISON. Yes, sir.

Mr. LUCE. Of course you know a great deal more about the situ-
ation there than I do, but I live in a suburb of Boston, 10 miles out
Newark is about 10 miles from New York, is it not?
Mr. DAVISON. Ten or fifteen miles, something like that.
Mr. LUCE. As a suburbanite, all my business life, I have a reason:

able belief that the business men in Boston are pretty well informed
about the district within a radius of 15 miles. Most of them live there.
Mr. DAVISON. Newark would resent being called a suburb Of

New York.
Mr. LUCE. Resent it or not, the fact is, geographically, it is in

propinquity to New York.
Mr. DAVISON. I do not think economically, socially, or in aq,

other way, it is a suburb of New York. As a matter of fact, you calt,
up Poughkeepsie. In discussing this paper last August with one 01
my officers, in clarifying one point, he happened to ask me, "What
would you say about a branch in Bridgeport?" I said that "That
would probably involve a great many of the elements we have here,
but if you go to Poughkeepsie you will find a great many element!,
that do not exist here, especially with respect to farming conditions.
Mr. LUCE. If you have your office in Poughkeepsie, the observir

tion we have had here of the workings of branches wherever they We
been established, has led us to think that in all the ordinary, ever?,
day transactions, the authority rests with the local representatives 0/
the central banks.
However, that is all, and I thank you.
The CHAIRMAN. Mr. Davison, before turning you over to another

member of the committee, in view of what you have said, I should,
like to ask you whether or not promoters and officers of banks englIge°
in organizing chains and groups, and also the extension of brand)
banks beyond the present limits, are not forgetting the fact that
four-fifths of the banks' assets belong to the public and that the oftl;
cers are, in a sense, only trustees, and rightfully subject to State Imo
governmental supervision, and under these circumstances, whether
we should not be even more careful in supervision to protect against
possible exploitation by aggressive and greedy operators who are
doing this for a profit. Should not the public have the assurance
that these operations are being scrutinized more than heretofore?
Mr. DAVISON. I agree with that.
Mr. GoLnsnonotron. Mr. Davison, in discussions on the floor

the House in the last nine years and in this committee, as far as I
can tell, the three major reasons given by the proponents of brancli
banking have been first, the number of failures that has taken place
in banks in the last 9 or 10 years; second, the fact that branch bank'
ing would stop group banking and chain banking; and third, thaS
branch banking in the national system is necessarily in order to enable
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national banks to compete with State banks in States that grant the
right to State banks to establish branches.
h Now, my theory has always been that none of these three reasons
, ad anything to do with the real reasons behind this movement for
°ranch banking and, in order to try to clarify that situation, on Jan-

9, 1930, I introduced a bill which, if enacted into law, would do
l'uree things; It would compel dissolution of group banks and chain
Danks and it would prevent any further extension of branch banking
ana.,„ong State banks.
Now, assuming that that legislation, in its entirety, is constitutional

and could be done, do you think you would favor it?
Mr. DAVISON. I think so.
Mr. GOLDSBOROUGH. With your permission, I should like to send

You a copy of this bill, and a copy of a statement that I made in sup-
Rod of the constitutionality of it, and when you communicate with
the committee I would appreciate it if you would comment on this bill.
Mr. DAVISON. I would be very happy to do that.

. Mr. GOLDSBOROUGH. Now, these banks that have failed, especially
In the Northwest, in the last nine years, in your judgment, in the case
°f In9st of those failures, have they not occurred because of credit
conditions arising out of the war?
,MT. DAVISON. I think so. I made that statement.

;, GOLDSBOROUGH. I am very sorry I could not be here to hear
". You think, do you, that the unit system, which has built up the
country, is as valid now, under normal conditions, as it ever was?
Mr. DAVISON. I certainly do.

GOLDSBOROUGH. Now, do you not think that the pressure
wn!ch is coming for branch banking, is coming not from the districts
Which would have branches, but from interests in metropolitan areas
17110 would like to acquire credit control over those districts? Putting
lt In another way, do you think that the rural districts of the country
'Ire making any demand for branch banking?
Mr. DAVISON. I do not. I think the thing started in the oppor-

tniuty for speculative and commercial profits.
Mr. GOLDBSOROUGH. I think that is all.
Mr. LETTS. Mr. Davison, I have only one question. I was im-

greased with your statement as to the talk which you encountered at„an Francisco. I understood you to say that you found the conversa-
ftn out there to be with respect to the price of bank stocks and of
gl°1.1.1P holdings.

Air. DAVISON. I did.
Mr. LETTS. And that, I take it, arises from the fact there have been

°Ian, ,y consolidations, more than anything else?
M.T. DAVISON. Yes.
Mr. LETTS. And that implies speculation?
Mr. DAVISON. It does.
Mr. LETTS. In your judgment, would it be advisable, if possible,
,,atop speculation in bank stocks?
Mr. DAVISON. No.

LETTS. We think we should have speculation there the same
ta in other stocks?
Mr. DAVISON. I do not think you can help it. Anything that is

ever sold, you can not escape people buying in the hope it will go up.
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Of course, the history of bank stocks in New York City has been,
over a long period of years, that they are very profitable.
Mr. LETTS. Assuming it were possible, do you think it would be

advisable to prevent speculation in bank stocks?
Mr. DAVISON. I do not like legislation that restricts normal activi'

ties.
Mr. GOLDSBOROUGH. It is a restriction of trade, is it not?
Mr. DAVISON. Absolutely.
Mr. LETTS. I have often noted, where there is a consolidation of tvid

banks, that when the prospect or plan for consolidation is announced,
the stocks of each bank go up.
Mr. DAVISON. That is frequently bound to be the case, because one,

bank is getting a little more in price than it heretofore commanded
in the market.
Mr. LETTS. Do you not frequently see where stocks of both banks

go up?
Mr. DAVISON. Frequently, like last year, where you had a specula-

tive furor; yes.
Mr. LETTS. But is it not a fact that when you get a better pri

for the stock of one bank, you decrease the assets of the other?
Mr. DAVISON. I do not think so always. There may be an act

gain to both in the consolidation.
Mr. LETTS. That is what I want to get at. How can there

profit in the mere combination of two banking houses?
Mr. DAVISON. Well, now, take the merger of the Hanover B 

and the Central Union Trust Co.: We had a commercial business to
modest proportions, and a very large trust.business and had a large
number of correspondents and a large number of commercial custom'
ers. Instead of doing business in two offices, we do it in one. It
happens to be the one we have just moved in. We can handle the
whole of the commercial business and the trust business much more,
economically than we could handle separately the two types ei
business. The contact we have had in years past with the number
of new customers has awakened them to the possibilities in the line
of our trust service that the bank can offer that customer now that the
Hanover did not handle. I think there has been a decided gain to
both companies, the two services supplementing one another. It is
well rounded and complete.
Mr. LETTS. IS it not a fact that in these consolidations, the per

sonnel of the two banks are retained, perhaps going in one house, Nvith

the result that the bank is overmanned?
Mr. DAVISON. I think that will correct itself if it is true.
Mr. LETTS. IS it not often seen that the agreement for the consort,

dation resolves itself finally to a case of taking care of the personnel or
the two institutions?
Mr. DAVISON. I have seen but two such agreements in my life and

personnel has not been mentioned in either.
Mr. LETTS. You think, then, that the profit which arises out of

such a situation is due to the economies which are effected?
Mr. DAVISON. Yes; and the increased contacts and business the$

goes with it.
Mr. LETTS. Does it give you increased contacts or simply combifle.

the contacts of the two institutions?



een,

[be

ivi-

twe
ced,

one
ded

nits

us-

rice

ial

be

nI
in

rge
insr
It

the
ore
of

her
ine
the
to
is

Her-
ith

of

no

of

at

ne

BRANCH, CHAIN, AND GROUP BANKING 1805

, Mr. DAVISON. I explained to you a moment ago that the HanoverSiad very little trust business. We call to the attention of all Hanover
s'Istoiners what we could do in taking care of securities and trust
L'usiness. It has given us a contact with people that we ordinarily
Would not have had. That is merely one instance.
L Mr. LETTS. I have seen bank stocks sell very much above their000k value.
Mr. DAVISON. They always do and there is a reason why theyshould.
,Mr. LETTS. Will you please explain that reason?
Air. DAVISON. Take our situation here: I explained that our capital

eurpl us, and undivided profits aggregate $105,000,000. It represents
142.11 investment of $7,000,000 by the stockholders; in other words, the
,°°k values of our stocks and the dividends paid have never measured
rir earnings because we have always, over a long series of years, put
ack Part of our earnings into surplus and built it up.
Mr. LETTS. Does not that reflect itself in the book value?
Mr. DAVISON. Possibly, but it also means 
Mr. LETTS. The book value--
Mr. DAVISON. It also means you are storing up always for thefuture.
Mr. LETTS. But all of that is represented in book value?

d Mr. DAVISON. It is not in book value. The earnings in our trust
ePartment are in no way represented by any asset on my books.
Mr. LETTS. How is book value determined?
Mr. DAVISON. The book value is the value of your securities and

assie,ts over the amount that you owe your depositors.
Mr. LETTS. Yes, and that would include the reserve, of course?
Mr. DAVISON. Includes everything that we have that we do
rt have to pay out, but it does not measure in any way the vast
:siness that we have built up where I am acting as trustee or execu-

or taking care of other people's properties or acting as registrar
lo transfer of corporate trusteeships.
r. LETTS. Is that spoken of as good will?

?II. DAVISON. Yes; but it is a very tangible asset.
wir. LETTS. How is it tangible? Is it not intangible?
Mr. DAVISON. No, it has a regular earning.
MT. LETTS. It is not anything you can take hold of.
Mr. DAVISON. I take hold of it every year.
Mr. LETTS. How?
Lvir. DAVISON. The money that comes in from the service I render.
wir. LETTS. As soon as you have earned it, it becomes quite tangible.
Mr. DAVISON. Yes, but I am going to earn it the next year too.
Mr. LETTS. You are talking about good will?
Mr. DAVISON. No.
, Mr. LETTS. Good will is what you will earn in the next year and the
Jeer following. That is not tangible.
Mr. DAVISON. Where the business is fixed, in my opinion it is.

etiMtutrioLoETTs. Can it be said that you are a fixed part of that m-

Mr. DAVISON. I do not mean me.
Mr. LETTS. Can it be said that any part of your personnel is fixed

"'Id definite?
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Mr. DAVISON. It is not a question of personnel. For examplsi
YOU have named me as trustee of a trust for which I make an annual
charge.
Mr. LETTS. Can it be assumed that this potential earning power is

something that may not be destroyed?
MT. DAVISON. I think so; yes.
Mr. LETTS. It can not be destroyed?
Mr. DAVISON. That is right.
Mr. LETTS. I am not speaking of possibilities in your bank, but in

other banks, have we not seen men, by their own dishonesty, destroY
those earnings?
Mr. DAVISON. You are not bringing in such elements 
Mr. LETTS. Why not?
Mr. DAVISON. Because I am assuming you are going to hors

capable management.
Mr. LETTS, How can we avoid it when we are talking about Po-

tential earnings which I prefer to call good will and which you a°
not accept under that name?
Mr. DAVISON. No; now just a moment. I say some of the eal:11:

ings of the future are not in what we would call ordinarily good
Good will, as I figure it, means an earning which it is assumed OP
go on because you have been earning in the past that sort of moneY.
Mr. LETTS. And because you have the confidence of the communit1

that you serve.
Mr. DAVISON. We have the confidence of the community that sve

serve, yes. Now, any increase in my trust company I would sal
would go to your form of good will, but what is already on the books
and which I retain as long as I remain honest, is not good will. So'
we only differ as to part, anyway.
Mr. LETTS. I went a little further into this than I intended tot

because you resisted the idea there was an intangible character—
Mr. DAVISON. And I was probably wrong.
Mr. LETTS. And you seemed to think it was something that is

tangible.
Mr. DAVISON. I was trying to separate your good will into tw°

elements. It is purely technical however.
Mr. LETTS. I would like to get that into the record—just whal

those two elements are. A part of it, I assume, would be the fail°
that the community has in the personnel.
Mr. DAVISON. Yes.
Mr. LETTS. And a part of it would rest upon the success of the

institution in the past and its ability 
Mr. DAVISON. I think that is good will.
Mr. LETTS. And its ability to serve the community in its needs?
Mr. DAVISON. Yes.
Mr. LETTS. What other elements are involved?
Mr. DAVISON. In good will, I should say none.

iMr. LETTS. Then, n this potential earning power that you speal'
of, would there be anything else?
Mr. DAVISON. What I was trying to make clear and I do not thi

I got across to you is that, for example, we have been created a join:
trustee in a number of estates or by a number of individuals Oa
those trusts run on for an indefinite period of years. They .a.re
terminable only for misconduct, say. Now, I say that the earning
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YOU make from that are a measurable quantity and do not constitute

V' element usually known as good will which depends on your con-to have the confidence of the community and to get new
ullainess and make earnings. That is the distinction I was trying to
'take.
Mr. LETTS. That relates to the trust activities of the institution?
Mr. Davison. Yes.
Mr. LETTS. And not what we regard as banking, technically?
Mr. DAVISON. No.

I_Mr. LETTS. Well, the thing I was primarily interested in, was inrowing whether it is a good thing that we should have speculation in
ttak stocks.
Mr. DAVISON. I think most speculation is unfortunate, but it has

Tme advantages in some cases, and I do not know how you can stop
without restraining unduly freedom of activity.
-"The CHAIRMAN. May I ask a question right there, Mr. Letts?
'-vir• LETTS. Certainly.

„oThe CHAIRMAN. In connection with speculation in bank stocks,
u Your increased facilities for trading accelerate trading in bank
stocks?
Mr. DAVISON. I think the facilities have come because of the

eesire to trade. They are not quoted on any exchange. It is all
ver-the-counter market.

rjhe CHAIRMAN. Of course the general public does not always
i''riize it is a slower market and subject to more fluctuations than
11,the listed stocks.
Mr. DAVISON. Beyond peradventure.

„Mr. LETTs. Can book values be accurately determined from bank
8baternents?
Mr. DAVISON. I should say so, generally; yes.
Mr• LETTS. How close does that come to actuality?

DAVISON. As far as the physical assets are concerned, I think,
% 18‘ _actual.
n,Mr. LETTS. Then, some of these elements that we have been talking
'13,, _out  Would induce any prudent investor in going to a higher value?

mr. DAVISON. Absolutely.yhe CHAIRMAN. Referring to your colloquy with Mr. Letts in
ard to good will, that asset might be entirely depreciated, might it

14)t, by a change of management, where an inefficient management
Wtild come in?

wir. DAVISON. I think so; yes. •
Mr. SEIRERLING. I understand from your San Francisco speech

;lid from your statement here to-day that you believe that correspond-
'', .ce banking is a solution of many of our difficulties?
tkmr. DAVISON. No, I say that correspondent banking offers all
e" advantages that are claimed for branch banking, and that the

:rreepondent banking has been a slow growth which some thought
Ould be terminated by the Federal reserve system, but still persists
ec,ause of the service it renders.
Mr. SEIRERLING. But you think it is Very much the better system?
lqr. DAVISON. Yes, sir: leaving principal dealing with principal and

,t employee with employee.
th.wir• SBIBERLING. Approximately how many correspondents has

Central Hanover Bank & Trust Co.?



1808 BRANCH, CHAIN, AND GROUP BANKING

Mr. DAVISON. Approximately 3,000.
Mr. SEIBERLING. What I want to get at is what your relationship

is and what you really do. You loan these correspondents fundø
from time to time, I take it?
MT. DAVISON. Yes.
Mr. SEIBERLING. And do you require collateral?
Mr. DAVISON. In some cases we have collateral and in other

cases we do not have collateral.
Mr. SEIBERLING. In most cases you have collateral?
Mr. DAVISON. I would not presume to say which is which.
Mr. SEIBERLING. If you loan a country bank in Ohio or in Illinois—

one of your correspondents—you would have collateral?
Mr. DAVISON. Sometimes yes and sometimes no.
MT. SEIBERLING. You charge interest OII those loans?
Mr. DAVISON. Certainly.
MT. SEIBERLING. Would you consider it good business to loan

money to a correspondent out in the country if you did not have good
collateral for your loan?
Mr. DAVISON. We have done it.
Mr. SEIBERLING. But there are not very many instances of that?

I have been connected with the banking business, and as a rule when
banks borrow money from New York they put up collateral, do they
not?
Mr. DAVISON. I should say, generally, yes.
Mr. SEIBERLING. Then, that part of it is a business arrangement;

in other words, your correspondent carries a balance with you and
draws drafts on you and you pay interest on those daily balances?
Mr. DAVISON. Yes.
Mr. SEIBERLING. And when they get into trouble and need money,

you go out and look them over--
Mr. DAVISON. It is not only when they are M truoble they need

money. In the normal course of business, they frequently need
money. They have collateral or receipts which they can not dis-
count with the Federal reserve bank.
Mr. SEIBERLING. If, for any reason, they need money, they have

to bring satisfactory collateral to New York and pay a satisfactorY
rate of interest, and then you lend them money?
MT. DAVISON. Yes.
Mr. SEIBERLING. Now, you have heard some talk about the num-

ber of banks that have failed. I think it is somewhere around
10,000, since 1920. These have been unit banks and it is the failure
of these unit banks that gives rise to this investigation and to an
endeavor to find some method of rectifying these peat losses, which
has occurred to sections of our country.
Mr. DAVISON. There have been no failures in New Jersey 
Mr. SEIBERLING. I find I should have said between five and sig

thousand bank failures. You are opposed to chain and grouP
banking, of course?
Mr. DAVISON. I think it is unfortunate.
Mr. SEIBERLING. You believe in the unit bank?
MT. DAVISON. I do.
Mr. SEIBERLING. If we had to make some change you would prefer

to go to limited branch banking rather than chain and group banking?
Mr. DAVISON. I would, because of the responsibility.
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Mr. SEIBERLING. How many of your correspondent banks fail
during the period from 1920 to 1930?
Mr. DAVISON. I could not tell you.
Mr. SEIBERLING. Some of them have failed, have they not?
Mr. DAVISON. Yes.
Mr. SEIBERLING. Now, what did your bank do as correspondent

in New York, to keep these banks from failing?
Mr. DAVISON. Well, in many cases, we loaned them money in

trYing to help them.
Mr. SEIBERLING. But not without giving collateral, and you had a

Prior claim on the assets of the bank when it failed?
Mr. DAVISON. On some of the assets. It has not always been a

fortunate loan.
Mr. SEIBERLING. You got your money before the depositors?
Mr. DAVISON. We did not always get it.
Mr. SEIBERLING. You loaned some of those banks?
Mr. DAVISON. Yes.
Mr. SEIBERLING. But not many where you did not get it back?
Mr. DAVISON. Not too many or I would not be in business.
Mr. SEIBERLING. But you have loaned them money?
Mr. DAVISON. Yes; that is the reason they have us as correspond-

silts

Mr. SEIBERLING. A bank that is in bad financial condition—you
could not do anything to protect the depositors of that bank, could
You?
Mr. DAVISON. Unless the loan I make him carries him over.
Mr. SEIBERLING. If you take any collateral out of the bank, that

does not help the depositor at all?
Mr. DAVISON. It frequently does.
Mr. SEIBERLING. Yes, if you save the bank.
Mr. DAVISON. We have frequently saved the bank.
Mr. SEIBERLING. The fact the bank was your correspondent, in

some of these cases, did not keep them from failing?
Mr. DAVISON. They did not avail themselves of our advice.
Mr. SEIBERLING. You say Newark is too far away to give advice

to from New York, yet you stress the point you can give advice to
Correspondents all over the United States which is valuable. I do
not see how you can reconcile those two statements.
Mr. DAVISON. I can see how I can.
Mr. SEIBERLING. I wish you would do it.
Mr. DAVISON. I can give advice to a banker on the trend of the

Money market. If he has a lot of bonds and I am of the opinion that
Money is going to get dear, which necessarily means bonds will
necessarily go down, I might save him many dollars by telling him
When to sell, and I can investigate the securities and know more
about them with a large organization, than he can with a small
urmization and being remote.
We are helping now correspondent banks that are sending young

Men on and staying six or seven weeks and learning about the trust
business.
Mr. SEIBERLING. You do not think it would inure to the benefit

of your Newark correspondent bank?
100136-31—vot 2, PT 14-8
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Mr. DAVISON. Yes; but the ordinary business of this bank is living
from day to day and using the funds in loaning them in that com-
munity. That is the main business of a bank, and the country has
been built up on character loans made by small bankers in small
communities that knew the men they were lending money to, loans
that would not pass muster if studied from the purely statistical
viewpoint.
Mr. SEIBERLING. Your correspondent bank usually maintain bal-

ances in your bank?
Mr. DAVISON. Yes.
Mr. SEIBERLING. What rate of interest do you pay?
Mr. DAVISON. I do not know whether it is 1% or 2 per cent.
Mr. SEIBERLING. You pay them a rate that enables you to realize

a profit out of the loaning of it?
MT. DAVISON. Yes.
Mr. SEIBERLING. They can purchase securities from your bank?
Mr. DAVISON. We do not sell securities.
Mr. SEIBERLING. You do not sell securities at all?
MT. DAVISON. No, sir.
Mr. SEIBERLING. They can loan OR Call through your bank, can

they not?
MT. DAVISON. Yes.
Mr. SEIBERLING. And of course you get a certain percentage of

that?
Mr. DAVISON. We have recently; yes.
Mr. SEIBERLING. Now the questions I have asked you bring about

the relationship between the correspondent bank and your bank, de
they not?
Mr. DAVISON. Well, I think the questions and answers do. I think

it is a much wider service than you apprehended when you started te
ask me.
Mr. SEIBERLING. These 3,000 correspondent banks, maintaining

balances in your bank, greatly increase your deposits and the moneY
you loan on the street means a profit to your institution?
Mr. DAVISON. Yes.
Mr. SEIBERLING. Now, if there should be adopted trade area

branch banking
'
 and we had 35 different areas with large parent

banks, many of the banks now correspondent branches of your bank
would be lost to you, would they not?
Mr. DAVISON. I do not ,know. Some of these groups that have

been formed maintain deposits with us.
Mr. SEIBERLING. If two or three big Chicago banks organized

branches in trade areas and took over the unit banks in their trade
areas that were correspondents of yours, you would lose them?
Mr. DAVISON. Unless the Chicago bank maintained a larger balance

with us.
MT. SEIBERLING. YOU would not have as many unit correspondents?
Mr. DAVISON. But I might have more money.
Mr. SEIBERLING. Now, the branch-banking plan that you were

criticizing would really be detrimental to the interests of the New York
banks, would it not?
Mr. DAVISON. I do not know—not necessarily.
Mr. SEIBERLING. Would not these large branch banks be independ-

ent, more or less, of New York?
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Mr. DAVISON. They are quite independent now. That is the one
thing I want to maintain—that they should remain independent.
Mr. SEIBERLING. Would they not be more independent of New

York?
Mr. DAVISON. They would tot. New York ultimately would

Probably dominate them.
Mr. SEIBERLING. In what way?
Mr. DAVISON. The ownership would get to New York.
Mr. SEIBERLING. You mean they would go out and buy the stock

of these parent banks?
• Mr. DAVISON. I think that is a natural thing.
Mr. SIEBERLING. This domination of money and credit is a valu-

able thing to New York?
Mr. DAVISON. No.
Mr. SEIBERLING. Why should they go out and buy the stocks?
Mr. DAVISON. To have the domination they do not now have.
Mr. SEIBERLING. If it is not valuable to them why would they buy

them?
Mr. DAVISON. We are probably talking about different things.

I did not say the New York banks, but I said the domination and
control would probably end in New York, which is the money center.
Mr. SEIBERLING. Now, is not the main reason for your opposition

to branch banking that you are sitting very prettily in New York
now and you do not like to have any change made that would affect
You?
Mr. DAVISON. Not at all.
Mr. SEIBERLING. You think that would have nothing to do with

You at all?
Mr. DAVISON. I know it has not in my case.
Mr. SEIBERLING. I think in your San .Francisco speech you said you

believed that a small country bank, say in a 1-crop community,
can diversify by placing part of its resources with a correspondent
bank in a great city and through that bank purchase open-market
Commercial paper, readily marketable bonds, and acceptances, and
make call loans.
Mr. DAVISON. I do not think I said it that way. I said that the

correspondent bank would perform those services for the country
bank.
Mr. SEIBERLING. Would not that practice result in a restriction of

banking services to the local conununity in which the small bank is
situated and throw the bulk of the business to a great metropolitan
bank, by means of which the metropolitan bank makes a profit on
every transaction?
Mr. DAvisoN. It has not so far and would not do it near as much

as if the bank in the community was a branch of a New York bank
and then it would take money, if it was guided solely by the desire
for profit, and place it where it would make the most money. At
present the local bank decides where the money is to be placed, if
it is available and not needed for the community—decide it, as a
Principle.
Mr. SEIBERLING. They are free to select their metropolitan bank?
Mr. DAVISON. Yes, sir; and use as much or as little as they care

to M the community. If they were a branch, that matter would be
decided for them by the parent bank.
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Mr. SEIBERLING. Some of these local banks have several New York
correspondents, do they not?
MT. DAVISON. Yes.
Mr. SEIBERLING. Now, if a city bank in New York should endeavor

to force its policy upon a correspondent bank or dictate to it what
it should do, it could easily switch its account to another bank?
Mr. DAVISON. Yes; under the present system, which gives them

entire freedom of action.
Mr. SEIBERLING. NOW, then, if that is true and that switching of

deposits or accounts to another New York bank is possible, and would
be done if interference distasteful to the local bank is indulged in
can't prevent the New York bank from establishing or enforcing any
given policy of banking in the country?
Mr. DAVISON. We can only offer advice. We can not compel

acceptance of it.
Mr. SEIBERLING. And you have to be very careful about that?
Mr. DAVISON. I do not know. We have a rather nice relation

with the bulk of them.
Mr. SEIBERLING. You have to be very careful about your advice

because they may change to another correspondent bank?
Mr. DAVISON. It is built up in mutual confidence, on the same basis

on which you maintain an account in your bank—because you like
the people.
Mr. SEIBERLING. The banking business, above all other businesses

in the country, is based on confidence?
Mr. DAVISON. Absolutely.
Mr. SEIBERLING. No bank can pay all of its depositors in one day

and have to depend on the regular course of business and rely on that
to conduct its business and I assume that is one of the reasons you
are opposed to group and chain banking, because if one bank fails,
confidence in the whole group is destroyed?
Mr. DAVISON. That is the experience.
Mr. SEIBERLING. And that is so with branch banking?
Mr. DAVISON. Well, a branch bank can not fail unless the parent

bank fails.
You have the case in Georgia where 84 banks fail when one member

of the chain fails.
Mr. SEIBERLING. I want to ask this question because nobody has

yet satisfactorily answered the question here. Can you tell me how
the call-money rate is fixed in New York?
Mr. DAVISON. As a rule by the demand for money and the supply.
Mr. SEIBERLING. And is it true the higher the stock market goes

the more demand there is for money?
Mr. DAVISON. It happens that way because the higher the stock

market goes, as a rule, the more speculation there is and the more peo-
ple borrow on stocks, who do not own them, and naturally the greater
the demand for money.
Mr. SEIBERLING. And when you have a large list of customers at

your bank to borrow money on listed stocks, and the banks of New
York are short and they have to have more money, the call rate goes
up?
Mr. DAVISON. We do not have a list of customers at our bank

borrowing on securities.
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Mr. SEIBERLING. I do not mean little customers through the
window, but if you have a lot of demand for money on good securities
on the proper margin, you like to supply the money?
Mr. DAVISON. if we have it.
Mr. SEIBERLING. If it is not available in New York, they can put

the call-money rate up and get the money? 
iMr. DAVISON. Yes; it usually brings n more money.

Mr. SEIBERLING. Where did that money come from?
Mr. DAVISON. Part of it comes from out in the country. During

the last year a great deal came from abroad.
Mr. SEIBERLING. What do you mean by "out in the country"?
Mr. DAVISON. In the United States.
Mr. SEIBERLING. Can you make any estimate as to the amount of

outside money that was drawn into New York during the abnormal
call-money period last year?
MT. DAVISON. I can not.
Mr. SEIBERLING. Can anybody make an estimate?
Mr. BUSBY. I can give it to you if you want the percentage.
Mr. SEIBERLING. Can you figure that out for us?
Mr. DAVISON. If the statistics are available.
Mr. SEIBERLING. If you had the statistics, could you make a

oolnputation of it and give us a guess?
Mr. DAVISON. I think it could be done.
Mr. SEIBERLING. Would you mind doing it?
Mr. DAVISON. I will see what can be done.
Mr. SEIBERLING. I should like to have you put in it the record and

Show how much money came to New York during the high call-
Money rate period. Do you think the experience New York had last
Year m October was a good thing for the country?
Mr. DAVISON. Well, New York was the center of a disturbance

Which was the creation of a situation that was country wide.
MT. SEIBERLING. I know, but 
Mr. DAVISON. And New York handled it wonderfully.
Mr. SEIBERLING. Do you think that the inflation and the stock-

Market collapse were good things for the country?
Mr. DAVISON. Of course not.
Mr. SEIBERLING. How bad a thing was it?
Mr. DAVISON. We have not yet found out.
Mr. SEIBERLING. It was very widespread?
Mr. DAVISON. Of course it was.
Mr. SEIBERLING. Have you any solution, not perhaps to stop it,

but restrict it so it can not happen again?
Mr. DAVISON. I do not think you can stop it.
Mr. SEIBERLING. We are in a position where the Government that

Coins the money and is responsible for the circulating medium of this
Country, is without power to rectify a situation that produces dis-
astrous results, which can not be remedied and can not be estimated?
Mr. DAVISON. Yes.
Mrs. PRATT. I think my ingenuity will be taxed to find new ques-

tions. However, I should like to get one point clear. Mr. Davison,
You believe in the unit bank, not only in the large centers, but in the
small towns, and I was wondering if you feel that this correspondent
sYstem—a system of having correspondents throughout the country,
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large banks in the metropolitan centers having correspondents—takes
care of the trouble better than any branch banking would?
Mr. DAVISON. I think it does, and I think it is truer to our tradi-

tions and prevents what you have been talking about, a money
denomination or control.

Mrs. PRATT. Does it, in your mind, take the place of branch
banking?
MT. DAVISON. I think so.
Mrs. PRATT. It has been brought out here this morning that you

have somewhat the relationship, with your correspondents, that a
parent bank would have with its branches; that you are willing to
give advice. In this instance you are in the central money market
of the world and you are willing to help them out of difficulties?
Mr. DAVISON. I think we do everything that tends to benefit the

community served by our correspondents, by lending money and
giving advice, and so forth.
Mrs. PRATT. You think the trouble arises, largely, due to this

country really being overbanked?
Mr. DAVISON. Yes. The statistics show that they had one bank

for every 750 people in North Dakota and you have had more failures
in North Dakota than anywhere else.

Mrs. PRATT. And it is adjusting itself and you would not be in
favor of legislation to promote a new system?
Mr. DAVISON. I would not. I think the system that has grown

up in our country is infinitely better than any branch system that is
in existence in any foreign country, even in Canada, which is more
like us than any European country could be. Their experience
has been that it has not worked to the advantage of the people in the
smaller communities as the unit system has worked here.

Speaking of speculation, I think you ought to stop the Florida
speculation.
Mr. SEIBERLING. But the Florida speculation did not center around

any organization in Florida that you know of, did it?
MT. DAvisoN. No.
Mr. SEIBERLING. But the stock speculation centers around the

New York Stock Exchange.
Mr. DAVISON. Oh, there ara three or four exchanges.
Mr. SEIBERLING. But the stock exchange in New York--
Mr. DAVISON. That is the largest exchange.
Mr. SEIBERLING. There is the center where this speculation is

carried on.
Mr. DAVISON. I think the speculation in San Francisco is just as

wide. Of course New York is the ultimate place.
Mr. SEIBERLING. That is not comparable with the Florida specula-

tion. There was no center where it was carried on there. Individuals
went down there and invested their money 
Mr. DAVISON. The brokerage offices in San Francisco were more

crowded than the brokerage offices in New York, from what I have
heard.
Mr. SEIBERLING. The stock exchanges are centers to encourage

speculation.
Mr. DAVISON. Not to encourage it.
Mr. SEIBERLING. That is the way they live. You can not main-

tain an exchange unless there is speculation.
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Mr. DAVISON. Oh, yes.
Mr. SEIBERLING. I do not think your illustration of the Florida

Speculation is comparable, myself.
Mr. DAVISON. All right.
Mrs. PRATT. I think it has been brought out here several times

'kuring_the course of the hearings that there is a feeling possibly that

Nov, 
York is responsible for the money that comes into New York.

'l . is not that really human nature? I think New York is blamed
continuously that so much money is drawn there. The pressure does
not .come from New York to bring in the money, does it? Is not the
anxiety of people outside of New York to get in responsible for its
getting there?
Mr. DAVISON. I think you have expressed it very well.
The CHAIRMAN. In view of Mrs. Pratt's previous questions to you

and your answers, in which you state you would not recommend any
change in banking laws—
Mr. DAVISON. I mean revolutionary change, such as branch bank-

he CHAIRMAN. You realize since this development has taken place,
0iat the unit bank is being succeeded by these other forms, and it is
to a struggle—you might call it a death struggle. Many of the men
whO testified here, who are in favoi of group and chain banking, have
8. aid that unit banking could exist along with it. Do you think that

Possible?
Mr. DAVISON. I do not know. I read, coming down, what Mr.

Dawes said about that, and I do not think I fully indorse his con-
clusions.
I happened to be speaking, last week, with a man in a rather siz-

able city who has a bank there, where the larger bank in that
town had been purchased by a group or chain and his opinion was
,that his bank was growing while the other bank is not growing. His
Dank is growing for reasons of local pride and because it was locally
Inanaged and he thought the other was shrinking a little. That can
°,.111Y happen in a community that will support more than one bank.
in a community that would support only one bank, I presume it
would not be a unit bank.
The CHAIRMAN. Earlier this morning I referred to the scarcity of

eligible paper. What effect on the amount of eligible paper for re-

iliaeount does the absorption of bankers' acceptances and prime billsY banks acting for foreign correspondents or foreign countries have
'Ill the eligible paper available for release of credit by the Federal
reserve banks? Is that one of the reasons for the shortage?
Mr. DAVISON. I do not think so.
The CHAIRMAN. Would it not be logical, if eligible paper is ab-

Sorbed by those banks to cover investments here, to be one of the
reasons?
Mr. DAVISON. It might be.
(Discussion off the record.)
The CHAIRMAN. I think this completes the hearing before the corn-

Plittee, and the committee appreciates very greatly your appearance
stere, Mr. Davison.
(Whereupon, at 12.40 o'clock p. m., the committee adjourned to

tneet at 10.30 o'clock a. m. Wednesday, June 4, 1930.)
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WEDNESDAY, JUNE 4 1930

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Washington, D. C.
The committee met at 10.30 o'clock a. m. in the committee room,

Capitol; Hon. Louis T. McFadden (chairman) presiding.
The CHAIRMAN. In pursuance with an invitation extended by the

Committee, we have here this morning Mr. Albert H. Wiggin, head of
the Chase National Bank in New York. Mr. Wiggin, will you please
give the reporter your title, and so forth?

STATEMENT OF ALBERT H. WIGGIN, CHAIRMAN OF THE GOVERN-
ING BOARD OF THE CHASE NATIONAL BANK OF NEW YORK

Mr. WIGGIN. My name is Albert H. Wiggin, chairman of the gov-
erning board of the Chase National Bank of New York.
The CHAIRMAN. Mr. Wiggin, as you know, the committee are

engaged in the study of branch, chain, and group banking, under
the authority of House Resolution 141. We are attempting to com-
Plete that study, under the authority of the resolution, at this session
of Congress. Realizing the important position that you occupy as
the head of one of the largest banks and banking groups in the
country, if not in the world, the committee will value very highly any
Statement that you can make which may enlighten us or be helpful
in this study.
We realize a great change in our whole banking situation in the

country is under way, and the committee are desirous of getting all
the light we can in case Federal legislation should be necessary.
Therefore, we shall be very glad to hear any statement you may care
to make.
Mr. WIGGIN. You should understand, Mr. Chairman, any state-

/tient I may make, or any questions I answer, are my own opinion. I
!trn not here under instructions from our board or from the stock-
holders, or after any official consideration of the subject.
I have not prepared a statement for this occasion, my preference

being to answer any questions that are asked, but I might, for the
benefit of the record, to bring the subject up, read a statement I
rnade at the time of the merger with the Mechanics and Metals
National Bank.
The CHAIRMAN. Without objection, that will be placed in the

record—or do you want to read it?
Mr. WIGGIN. It will be satisfactory simply to place it in the record.
The CHAIRMAN. Without objection it will be placed in the record

at this point.
(The statement referred to is as follows:)

1817
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This merger, together with similar steps on the part of other institutions ill
the last two or three years, has been made the occasion of comments to the
effect that mergers are the order of the day and that the line of logical develop-
ment is toward fewer and much bigger banks. I am not prepared to subscribe
to this doctrine without qualification, and I would not have our merger with the
Mechanics and Metals National Bank judged on that basis alone. It is significant
that while bank mergers are taking place, new banks of moderate size are also
coming into existence and doing well. A merger may bring together organiza-
tions which can not work harmoniously and may combine interests which are not
compatible. Each case must be judged on its own merits. Haphazard mergers
merely for the sake of large figures do not assure good banking. In the case of
the merger of the Chase National Bank and the Mechanics and Metals National
Bank a great deal of careful thought and planning preceded the decision. The
responsible officials of both institutions knew one another well before the merlert
and were sure that they could cooperate in a friendly and efficient way. The
merger has been accomplished with entire good will and with a minimum of fric-
tion and disturbance.

It may be observed that the Chase National Bank reached the position of the
second largest national bank in the country in volume of net deposits without anY
mergers at all. Attaining great size through growth alone, it was able to develop
a body of traditions, ideals, and practices which give it a distinctive character.
The mergers which have since taken place have made it possible for us to give
larger lines of credit to great business organizations, have made possible the more
economical handling of many functions, and have broadened the range of our
activities, but they have not destroyed the distinctive character of the Chase
National Bank.

The CHAIRMAN. Have you any further statement?
Mr. WIGGIN. No; I would rather answer questions.
The CHAIRMAN. The other witnesses who have appeared have

given us information pertaining to the institutions with which they
are connected. If you have not with you this morning that informa-
tion, I am going to suggest that you furnish for the record a statement
of the Chase National Bank of New York.
Mr. WIGGIN. I shall be very glad to do that.
The CHAIRMAN. And affiliated companies.
Mr. WIGGIN. You mean a list of the affiliated companies or a

statement of all of the affiliated companies?
The CHAIRMAN. We would like to have a statement of each con'

pany.
Mr. WIGGIN. We can do that very readily, and I will start it with

the bank statement that was published this morning which is right
up to date, and then give you the other statements.
The CHAIRMAN. I have a statement which appears in the Nevi

York Times under date of June 2, which gives a list of your branches,
and so forth. I presume it is the same 
Mr. WIGGIN. This is a statement of the bank.
The CHAIRMAN. The two probably cover the picture and, without

objection, they will both be placed in the record at this point, to be
followed by other detailed data as regards your various affiliated
companies.
Mr. WIGGIN. I shall be glad to furnish it.
(The statements referred to are printed in full, as follows:)

[New York Herald Tribune, Wednesday, June 4, 19301

On June 2, 1930, The Chase National Bank, The Equitable Trust Co. and
Interstate Trust Co. were formally merged as The Chase National Bank of the
city of New York.
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Statement of condition at close of business, June 2, 1930 I

RESOURCES
Cash and due from banks  $592, 458, 308. 83
Loans and discounts  1, 435, 359, 900. 64
U. S. Government securities  228, 710, 596. 93
Other securities  106, 580, 632. 51
Real estate  34, 771, 643. 58
Redemption fund—U. S. Treasurer  386, 825. 00
Customers' acceptance liability  $172, 184, 069. 87

Less amount in portfolio  20, 018, 289. 14

Other assets 
152, 165, 780. 73

1, 001, 374. 98

Total  2, 551, 435, 063. 20

LIABILITIES

Capital  148, 000, 000. 00
Surplus  148, 000, 000. 00
Undivided profits  60, 723, 478. 27
Reserved for taxes, interest, etc  9, 744, 827. 59
Dividend payable July 1, 1930  5, 550, 000. 00
bpposits  1, 916, 236, 313. 91
Circulating notes  7, 736, 500. 00
Acceptances  $176, 775, 899. 86

Less amount in portfolio  20, 018, 289. 14

Liability as indorser or maker on acceptances and foreign
bills 

Other liabilities 

156, 757, 610. 72

94, 501, 162. 90
4, 185, 169. 81

Total  2, 551, 435, 063. 20

Each shareholder of The Chase National Bank is also the holder of a like
number of shares of Chase Securities Corporation.
Capital funds of Chase Securities Corporation, which are in excess of $125,-

000,000, are not included in the bank statement.
Responsibility for policies and service is vested in the following board of

directors:
Albert H. Wiggin, John McHugh, Charles S. McCain, Robert L. Clarkson,

Winthrop W. Aldrich, Frank Altschul, Vincent Astor, Gordon Auchincloss,
Earl D. Babst, Howard Bayne, Amos L. Beaty, Hugh Blair-Smith, Henry S.
Bowers, E. N. Brown, Francis II. Brownell, Kenneth P. Budd, H. D. Campbell,
Henry W. Cannon, Newcomb Canton, Walter S. Carpenter, Jr., Malcolm G.
Chace, Harold Benjamin Clark, J. S. Coffin, Howard E. Cole, Edward J. Cornish,
Harvey C. Couch, Frederic R. Coudert, Clarkson Cowl, Paul D. Cravath,
Bertram Cutler, Gerhard M. Dahl, Thomas M. Debevoise, Richard Delafield,
Clarence Dillon, Franklin D'Olier, Frederick H. Ecker, Halstead G. Freeman,
T. M. Girdler, David M. Goodrich, Edward H. R. Green, A. H. Griswold,
William E. S. Griswold, Henry 0. Havemeyer, Charles Hayden, James N. Hill,
Arthur G. Hoffman, Ralph C. Holmes, George H. Howard, Daniel C. Jackling,
Otto H. Kahn, Lewis Cass Ledyard, Jr., James T. Lee, L. F. Loree, II. Edmund
Machold, John C. Martin, Thomas N. McCarter, Charles G. Meyer, Albert G.
Milbank, Jeremiah Milbank, John G. Milburn, George M. Moffett, George
Welwood Murray, Joseph D. Oliver, Henry 011esheirner, Eugenius H. Outer-
bridge, Thomas I. Parkinson, Frank L. Polk, Robert C. Pruyn, Samuel F. Pryor,
Lyman Rhoades, Andrew W. Robertson, Ferdinand W. Roebling, jr., Reeve
Schley, Carl J. Schmidlapp, Charles M. Schwab, Alfred P. Sloan, jr., Robert C.
Stanley, John C. Traphagen, Cornelius Vanderbilt, Thomas F. Victor, George
P. Whaley, F. Edson White, and Henry Rogers Winthrop.
Head office, Pine Street, corner of Nassau. Equitable Trust Branch, 11 Broad

Street. Forty-five other branches in Greater New York.
Foreign offices: London, England (2); Havana, Cuba; Cristobal, Canal Zone;

and Panama City, Republic of Panama.
Berlin Representative: Unter den Linden 57. Rome Representative: Piazza

Mignanelli, 3.

This statement does not include the statements of any of the affiliated organizations mentioned below.
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Affiliated organizations: Chase Securities Corporation, American Express Co.,
Equitable Eastern Banking Corporation, American Express Bank & Trust Co.,
the Chase Safe Deposit Co., and the Chase Bank (Paris and Mexico City).

[The New York Times, Monday, June 2, 1030]

To-day the Chase National Bank, the Equitable Trust Co., and the Interstate
Trust Co. are formally merged as the Chase National Bank of the City of New
York.
The consolidated institution is controlled by a directorate of recognized leaders

in American finance, industry, law, transportation, insurance, and public utilities.
Outstanding executives, chosen for their wide experience and ability in bank-

ing, investment, and trust service are available for personal consultation to clients
of the consolidated bank.
Head office, Pine Street, corner of Nassau.
The merger gives the Chase National Bank 46 branch offices, in prominent

residential and business districts of Greater New York.
Equitable Trust Branch, 11 Broad Street (formerly head office, The Equitable

Trust Co.).
Produce Exchange Branch, 25 Broadway.
Mercantile Branch, 115 Broadway.
Maiden Lane Branch, 75 Maiden Lane.
National Park Branch, 214 Broadway.
Worth Street Branch, Broadway at Worth Street.
Importers and Traders Branch, Worth Street corner of Church.
Franklin Branch, Franklin Street, corner of Hudson.
Prince Street Branch, Broadway at Prince Street.
Stuyvesant Square Branch, Second Avenue at Fourteenth Street.
Metropolitan Branch, Fourth Avenue at Twenty-third Street.
Garfield Branch, Fifth Avenue at Twenty-third Street.
West Twenty-third Street Branch, 338 West Twenty-third Street.
Fifth Avenue Branch, 204 Fifth Avenue.
Madison Square Branch, Madison Avenue at Twenty-sixth Street.
Twenty-eighth Street Branch, Madison Avenue at Twenty-eighth Street.
Pennsylvania Branch, Seventh Avenue at Thirty-second Street.
Mutual Bank Branch, 49 West Thirty-third Street.
New Netherland Branch, 40 West Thirty-fourth Street.
Seventh Avenue Branch, Seventh Avenue at Thirty-sixth Street.
Forty-first Street Branch, Madison Avenue at Forty-first Street.
Times Square Branch, Seventh Avenue at Forty-first Street.
Grand Central Branch, Lexington Avenue at Forty-third Street.
Forty-fifth Street Branch, Madison Avenue at Forty-fifth Street.
Forty-sixth Street Branch, Park Avenue at Forty-sixth Street.
Forty-eighth Street Branch, 18 East Forty-eighth Street.
Fifty-seventh Street Branch, 143 West Fifty-seventh Street.
Fifty-ninth Street Branch, Lexington Avenue at Fifty-ninth Street.
Park Avenue Branch, Park Avenue at Sixtieth Street.
Seventy-second Street Branch, Broadway at Seventy-second Street.
Seventy-fourth Street Branch, Broadway at Seventy-fourth Street.
Seventy-ninth Street Branch, Madison Avenue at Seventy-ninth Street.
Eighty-sixth Street Branch, Broadway at Eighty-sixth Street.
Columbus Avenue Branch, Columbus Avenue at Ninety-third Street.
Ninety-sixth Street Branch, Madison Avenue at Ninety-sixth Street.
Harlem Market Branch, 2011 First Avenue.
One Hundred Tenth Street Branch, Broadway at One hundred and tenth Street
Harlem Branch, Third Avenue at One hundred and sixteenth Street.
Manhattanville Branch, 422 West One hundred and twenty-fifth Street.
One Hundred Forty-ninth Street Branch, 368 East One hundred and forty-ninth

Street.
On Hundred Seventieth Street Branch, 96 East One hundred and seventieth

Street.
Washington Heights Branch, Wadsworth Avenue and One hundred and eighty-

first Street.
Fordham Branch, 301 East Fordham Road.
Hamilton Trust Branch, 191 Montague Street, Brooklyn.
Avenue " M " Branch, Avenue "M"at East seventeenth Street, Brooklyn.
Queens Village Branch, Jamaica Avenue at T w o hundred and seventeenth Atreet,

Queens Village.
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Foreign offices: London, England (2); Habana, Cuba; Cristobal, Canal Zone;
and Panama City, Republic of Panama.

Berlin representative: Unter den Linden 57. Rome Representative: Piazza
Mignanelli, 3.

Affiliated organizations: Chase Securities Corporation, American Express Co.,
Equitable Eastern Banking Corporation, American Express Bank & Trust Co.,
The Chase Safe Deposit Co., and the Chase Bank (Paris and Mexico City).

The CHAIRMAN. We should like also to have a list of your stock-
holders.
Mr. WIGGIN. The list of stockholders would be rather long. There

are some 70,000 stockholders.
The CHAIRMAN. Could you do as was done in the Pujo Committee,

furnish is a list of the stockholders owning over 500 shares of stock?
Mr. WIGGIN. We will furnish whatever limit you would like to put

on. You understand that list of stockholders does not necessarily
give the correct picture. They are frequently in broker's names or
In the names of clerks; so, it does not necessarily give you what you
are driving at, but we can give you whatever you want.
The CHAIRMAN. The question of double liability has been before

this committee on various occasions. Where bank shares are held
in the name of a dummy or in the name of brokers, or what you
might call street names, the double liability goes against the name
to whom the certificate is issued?
Mr. WIGGIN. The man in whose name it is, is liable to collect

from the real owner. It usually carries through.
The CHAIRMAN. There is no getting away from that double lia-

bility when the stock is held in that manner? In some instances, it
has been called to the attention of the committee that there was an
Increasing amount of stock being held by dummies who were not
responsible and, by that method, they are getting away from the
enforcement of the double liability.
Mr. WIGGIN. That might be true. The fact that the number of

stockholders increases so rapidly, from year to year, does bring in a
great many names that are not the actual owners and, of course, it
would be very much more difficult to collect from the actual owners.
The CHAIRMAN. It is rather difficult to follow the ownership of the

bank, particularly during these days of active markets on bank stocks?
Mr. WIGGIN. Correct.
The CHAIRMAN. And it raises practically a new issue as regards

Ownership of banks?
Mr. WIGGIN. Of course, the trading is apt to be in good banks and

there is not very much danger of that liability.
The CHAIRMAN. I suppose that is so. We have pending here

before the committee, Mr. Wiggin, a bill in connection with the regu-
lation or supervision, more particularly, of affiliated companies by
the supervising authority, the Comptroller of the Currency. You
recognize, do you not, the necessity for such an examination to be
Made of affiliated companies with a national bank, when the comp-
troller makes his examination?
Mr. WIGGIN. Each unit would be under supervision. I assume

that the purpose in auditing the holding company would be to prevent
abuse in the use or the substitution of units.
The CHAIRMAN. To avoid a mixing of the assets; in other words,

unless the supervisory force has access--
Mr. WIGGIN. I do not know that it is necessary, but it certainly

Would not do any harm. Each unit is going to have its own bank
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officers. They take an oath of office and are bound to run that bank
in an honest way, but I can see no harm in auditing the holding com-
panies.
The CHAIRMAN. Take, for instance, your affiliated or holding com-

panies, they are organized under the State of New York?
Mr. WIGGIN. We have no holding companies in the sense that they

are bank holding companies. We have nothing of that kind. We do
have the Chase Securities Co., but it was not organized to buy bank
stocks, or anything of that kind.
The CHAIRMAN. The Chase Securities Co. originates and sells

securities?
MT. WIGGIN. Yes.
The CHAIRMAN. What other affiliated companies have you in your

group?
Mr. WIGGIN. We own the American Express Co.; that is, we own

98 per cent of it.
The CHAIRMAN. What does the American Express Co. do now?
Mr. WIGGIN. The American Express Co. is a travel bureau, selling

steamship tickets and transportation; it sells travelers' checks and, in
Europe, a subsidiary company of the American Express, called the
American Express (Inc.), does a banking business in various cities.
The CHAIRMAN. And that is owned entirely by the American

Express Co. here?
Mr. WIGGIN. Owned entirely by the American Express Co. here;

yes, sir.
The CHAIRMAN. Do you carry on a banking businesss through the

offices of the American Express Co.?
Mr. WIGGIN. Not in this country. The American Express Co. is

the principal owner of a bank called the American Express Bank &
Trust Co., which has an office in their building in New York and does a
purely banking business in that one office.
The CHAIRMAN. It has a great many offices throughout the world?
Mr. WIGGIN. Yes; I can get the exact number.
The CHAIRMAN. Will you please put that in the record, together

with its offices in the United States—both the bank and the express
company?
Mr. WIGGIN. The bank has but one office. If you will give me a

minute, I will give you that information.
The American Express Co. has 34 offices in the United States and

66 in the rest of the world.
The CHAIRMAN. Does the Chase National Bank, or any of its

affiliates, other than the American Express Co., have foreign branches?
Mr. WIGGIN. The Chase National Bank has to-day 4 foreign

branches; it has 1 in Havana; it has 1 in Panama, and 1 in Crisotal,
and, since Saturday last, has 1 in London.
The Chase Securities Co., for its distribution of securities, has—

without refreshing my memory I can not give the exact .number
some 15 or 20 branch offices throughout this country; also 1 in London.
The CHAIRMAN. The London office is the only one abroad which the

Chase Securities Co. has?
Mr. WIGGIN. We have our sign on the door in the Paris bank as

well, I think you can count the Paris office also:
The recent merger, which took in the Equitable Trust, made

necessary the formation of a new bank under the Edge Act, known
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as the Chase Bank, which is organized to take over the Paris branches
of the Equitable Trust Co. It seemed wiser to do it through the
subsidiary, under the Edge Act, rather than have a branch of the main
office. A tax question was one of the matters involved.
Mexico City has a branch of this Chase Bank, which is a subsidi-

ary of the corporation organized under the Edge Act. There are
°tiler affiliations, but owing to this recent merger and the rapidity
With which things are happening it is a little difficult to keep all of
those things straight in my mind. However, the Equitable Corpora-ti?n, a subsidiary company of the Equitable Trust, is now merged
ynth the Chase Securities Corporation. The Equitable Trust Co.
°lad an affiliated company called the Equitable Eastern Banking Cor-
Poration, with offices in Shanghai and other cities. That remains
Intact.
There is in process of organization a new Equitable Trust Co.

The formation of the Equitable Trust Co. has the advantage of pro-
tecting that name and, so that it can be possible, will do a certain
!tniount of trust and banking business. That is in process of organ-
ization.
I think that is the complete picture of the affiliations.
The CHAIRMAN. If it is not, if you will supply the committee with

the further information, we will be very much pleased.
c, Mr. WIGGIN. There is one more affiliation. That is the Chase
°Itfe Deposit Co. That has nothing to do with the banking business,
however.
(The statements of the affiliates referred to are printed in full, as

follows.)

STATEMENT OF THE CONDITION OF CHASE SECURITIES CORPORATION AT CLOSE
OF BUSINESS DECEMBER 31, 1929

RESOURCES
Cash  $7, 136, 976. 33
Sills and accounts receivable  28, 754, 717. 93Securities  75, 603, 974. 05

Total  111, 495, 668. 31

ntfills and accounts payable
spense 

lteserves:
General 
Tax and other reserves 
Dividend payable Jan. 2, 1930 

Capital stock (5,250,000 shares, no par value)  
ourplus and profits 

LIABILITIES

$1, 000, 000. 00
2, 644, 482. 74
1, 812, 500. 00

5, 272, 380. 01
49, 686. 02

4, 956, 982. 74
73, 000, 000. 00
28, 216, 619. 54
  101, 216, 619. 54

Total  111, 495, 668. 31

OFFICERS

Trust department: Reeve Schley, George E. Warren, J. Sperry Kane, RalphL. Cerero, vice presidents; George A. Kinney, second vice president; Howard F.
valsh, corporate trust officer; George I. Pierce, personal trust officer; Edward
Dix, George J. Runge, Oliver B. Hill, Vincent L. Banker, Frederick Pintard,

aul If Selchow, Norman W. Andrews, John I. Brooks, jr., Frederick T. Burrows,
„,,.-r'lward C. Kerr, Lester A. Kraushaar, Caspar A. Blass, Horace Tomlinson,
William F. Wilson, Robert M. Dunwoody, Esmond B. Gardner, assistant trust
officers.
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Foreign department: Joseph C. Rovensky, Lynde Seidel), Arthur W. McCain
vice presidents; Manfred Barber, Ernest H. Kuhlman, John B. Heinrichs, second
vice presidents; John G. Peterson, William E. Hughes, James A. MacIlvaine,
Otto T. Kreuser, assistant cashiers; Allan V. Daily, manager; Walter E. Sullivan,
Edmund M. Ellerich, Nicholas J. Murphy, Frank N. Powelson, James G. Baker,
Edmund G. Powell, Oscar Armburster, Louis Dezzi, assistant managers.

Credit department: David MacKenzie, assistant cashier and manager; Mal-
colm Corduan, assistant cashier; Arthur B. Murray, Richard Griffiths, Andrea/
S. Ross, Edward Bartsch, Ernest C. Schwarz, assistant managers.
Investment service department: John E. Bastedo, manager; Wilton A. Pierce,

assistant manager.
Comptroller's department: Arthur M. Aiken, second vice president and comP-

troller; Arthur K. Schulz, William W. Besson, assistant comptrollers.

Condensed statement of condition of American Bank Express cfc Trust Co., New
York, N. Y., at close of business June 6, 1980

RESOURCES

Cash and due from banks $3,072,814. 13
Loans and discounts 20,608,432.54
United States Government securities 1,018, 143. 10
Other bonds and investments 4,487,913.28
Customers' liability on acceptances 14, 130. 25
Accrued interest receivable 67,857.71

Total 29, 269,291.01

LIABILITIES

Capital  $10, 000, 000. 00
Surplus  5, 000, 000. 00
Undivided profits  99, 942. 03

15,099,942.03
Reserves: Interest, taxes, etc 782,857.75
Discount collected but not earned 992.61
Liabilities as acceptor, indorser, or maker on acceptances and

foreign bills 548,679.01
Deposits 12,836,819.61

Total  29,269,291.01

AMERICAN EXPRESS CO. AND THE AMERICAN EXPRESS CO. (INC.)

RESOURCES AND LIABILITIES APRIL 30, 1930

JIssued by vice president and comptroller, New York, June 11, 19301

American Express Co. condensed statement of resources and liabilities April 80, 1980

RESOURCES
Cash on hand and in banks $3,661,718.40
Demand and time loans secured  13,611,346. 49
Due from banks and bankers 8,716,210. 14
Branch offices working funds and items in transit 1,354,511.56
United States Government securities 36,474.60
Other public securities 11,254,003. 27
Other securities and investments 26,423, 130.35
Real property and equipment 6,068,773.02
Customers' liability under acceptances and letters of credit_ _ _ _ 869,587. 24
Bank guaranties on travelers' cheques and circular letters of

credit 5,252, 105. 25
Accrued interest and accounts receivable 702,036.39
Deferred debit items 163,991.04

Total resources 78, 113,887.84

1

1
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LIABILITIES

CapitaL.  
8urplus December 31, 1929 _  $5, 898, 745. 36

$18,000,

1825

000. 00
Net earnings from current opera-
tions  $432, 463. 46

Less:
Dividends

$90, 000. 00
Dividends de-

clared  270, 000. 00
360, 000. 00

72,463.46

5, 971, 208. 82
Adjustment to profit and loss of prior periods_ _ _ 1, 921. 09

5,973, 129 91
,Ceneral reserves 
d..,,served for depreciation, taxes, losses, and other items 

4,
3,

643,
290,

250.
511.

22
04

tvidends payable _____________________________Uue to banks and bankers 
._ravelers' cheques and travelers' letters of credit  30,

•
928,

•
680.

60
17

Money orders, drafts, and other financial paper issued and not
Yet presented for payment 4, 270,401.68,

^ceePtances and letters of credit 
trued and other current liabilities 
eferred credit items 

871,
272,
228,

087.
372.
075.

24
90
08

Total liabilities 78, 113,887.84

rite American Express Co. (Inc.) condensed statement of resources and liabilities (as
per New York books and not including branches), April SO, 1930

RESOURCES

0843h 

°G-o„ orities and investments 
,,,eal property and equipment 
uPerating capital advanced to foreign offices 

t.coounts receivable 3cPenses paid in advance 

Total resources 

LIABILITIES

eltAital stock 
giirplus Dec. 31, 1929 
Net earnings from current operations 
 $1,572,

11,
454.
661.

47
44

Adjustments to profit and loss of prior periods 
1, 584,

1,
115.
374.

91
78

„Ceneral reserves 
t.Ceserved for depreciation, taxes, losses, and other items
f,tocrued and other current liabilities 
ueferred credit items 

Total liabilities

$5,
1,

117,
923,
770,
905,
65,

922.
715.
574.
293.
550.
291.

32
34
14
58
85
66

8,783,347.89

6,000,000.00

1,585,490.69
832,551.07
329,656.40
35,270. 73

379.00

8,783,347.89

e•Merican Express Co. directory of division managers of outside territory,
united States (May 1, 1930):
H. C. Elwes, vice president, 65 Broadway, New York.
Eastern division: A. C. Heffernan, manager, H. R. Kibbe, assistant manager,

65 Broadway, New York, N. Y.

100136-31—vot. 2 Fr 14-4
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Central division: E. M. English, manager, J. T. Walsh, assistant manager, 38
East Washington Street, Chicago, Ill.
Southern division: G. F. Fetscher, manager, 606 the Standard Building,

Atlanta, Ga.
Southwestern division: C. S. Taylor, manager, W. A. Schaperkotter, assistant

manager, Ninth and Locust Streets, St. Louis, Mo.
Pacific division: G. B. Viets, manager, 0. D. Colby, assistant manager, Mal

ket Street at Second, San Francisco, Calif.
American Express Co., directory of independent office organization May 1,

1930 (United States and Canada):
H. C. Elwes, vice president; T. L. Happ, assistant to vice president, 65 Broad.

way, New York.
G. M. Shirey, R. M., 91 Luckie Street, NW., Atlanta, Ga.
R. D. Angell, R. M., T. E. Greenwood, D. P. A., P. Barbet, F. I. T., 118 W.

Fayette Street, Baltimore, Md.
G. R. Bart, R. . M. 4 North Nineteenth Street, Birmingham, Ala.
L. E. Stearns, R. M., A. A. Prickett, A. R. M. and F. I. T., P. G. Hedrick,

A. R. M. and F. I. T. Statler Hotel Building, Park Square, Boston, Mass.
E. J. Maloney, R. M., E. S. Radecki, D. P. A., E. Kienast, F. I. T., Main and

Erie Streets, Buffalo, N. Y.
E. L. Walsh, R. M., E. T. Madden, A. R. M., J. H. Doesburg, A. R. M., A. 11

Ward, F. I. T., 70 East Randolph Street, Chicago, Ill.
J. E. Weaver, R. M., W. D. Distler, D. P. A., Fourth and Elm Streets, OE

cinnati, Ohio.
J. G. Kehoe, R. M., M. H. Nealon, D. P. A., J. Roy Galvin, F. I. T„ 1003

Huron Road, Cleveland, Ohio.
C. Dorris, R. M., S. E. Whipkey, D. P. A., X. F. Drexler, F. I. T., 1306 Corn

merce Street, Dallas, Tex.
E. H. Bailey, R. NI., S. A. Dunsay, D. P. A. 1643 Stout Street, Denver, Colo.
W. F. Whitbeck, R. M. 0. A. Johnson, A. R. M., A. A. Barthel, D. P. A.

F. H. Vonesh, F. I. T., 23 Fort Street West, Detroit, Mich.
R. S. Cauvin, manager, John Falkenburg, A. M., Agramonte (Zulueta) 18

Havana, Cuba.
R. S. Ferguson, R. M., 257 South Meridian Street, Indianapolis, Ind.
H. C. Templeton, R. M., A. J. Baldwin, D. P. A., 933 Walnut Street, Kansas

City, Mo.
L. H. Kellan, R. M., B. W. Marsh, D. P. A., A. Hunnex, F. I. T., 609 Wes1

Seventh Street, Los Angeles, Calif.
J. F. Brooks R. M. 206 East Flagler Street, Miami, Fla.
F. B. Tendick, R. M., F. W. Sieger, D. P. A., C. E. Fletcher, F. I. T., 457-45

9

East Water Street, Milwaukee, Wis.
J. E. Beard, R. M., V. M. Bloom, D. P. A., G. C. Sedard, F. I. T., 117 South

Seventh Street, Minneapolis, Minn.
J. J. Bulger, manager, J. W. Hunt, D. P. A., 1233 (521 Phillips Square, Mom]

treal, Canada)
R. J. Cooper, R. M., E. A. MacCarthy, D. P. A., 876 Broad Street, Newark

N. J.
N. H. Pope, R. M., W. H. Worden, D. P. A., 707 Gravier Street, New Orleans

La.
George Simpkins, R. M., William Bennett, D. P. A., 65 Broadway, New York

N.Y.
E. Williams, R. M., G. C. Finehout, A. R. M., H. C. Hosier, D. P. A., 15(

West Forty-first Street, New York, N. Y.
0. Schumacher, R. M., S. A. Knight, F. I. T., 551 Fifth Avenue, New York

N.Y.
W. G. Smith, R. M. A. B. Montgomery, A. R. M., J. S. Shaw, F. I. T., 1708

Chestnut Street, Philadelphia, Pa.
T. J. Worthman, R. M., J. E. Gilbert, D. P. A., C. E. Dekock, F. I. T., 50

Grant Street, Pittsburgh, Pa.
R. L. Dunham, R. M. C. Beerli, D. P. A., 65 Sixth Street, Portland, Oreg.
S. L. Woods, R. M., W. R. Hein, D. P. A., B. J. Haas, F. I. T., Ninth 

and

Locust Streets, St. Louis, Mo.
P. C. Child, R. M., 26 West Second Street, South, Salt Lake City, Utah.
F. P. Rhoads, R. M., J. B. Hubbard, D. P. A., Market Street at Second,

CSan Francisco, alif.
C. Harmon, R. M., J. H. Cassen F. I. T., 1209 Fourth Avenue, Seattle, Wash.
D. P. Aub, R. M., Willard Hotel Building, 1414 F. Street, NW., Washington,

D. C.

1

1
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TRAVEL BUREAU

Mr. A. H. Young-O'Brien, First National Bank, Baltimore, Md.
Miss L. L. Redding, Abraham Straus (Inc.), Brooklyn, N. Y.
Mr. William K. Wunsch, Hyde Park National Bank, Chicago, Ill.
Mr. W. C. Gevers, Marshall Field & Co., Chicago, Ill.
Mr. M. V. Callaghan, The Central Trust Co., Cincinnati, Ohio.
Miss P. R. Manger, The May Co., Cleveland, Ohio.
Miss E. M. Cowley Crowley Milner Co., Detroit, Mich.
Mr. J. W. Fuchs, The Michigan Trust travel office, Grand Rapids, Mich.
Mr. H. Kingsley, National Bank of Commerce, Houston, Tex.
Mr. R. B. Preble, Florida National Bank, Jacksonville, Fla.
Mr. G. M. Meagher, Trust Co., of New Jersey, Jersey City, N. J.
Mr. M. D. Reid, Bank of America of California, Los Angeles, Calif.
Miss F. L. Richey, Bullock's, Los Angeles, Calif.
Miss Christine Hare, Hotel Clark, Los Angeles, Calif.
Mr. W. R. Gray, Hotel Alexandria, Los Angeles, Calif.
Mr. W. F. Box, Bank of Bay Biscayne, Miami, Fla.
Miss B. E. Strache, Gimbels, Milwaukee, Wis.
Mr. Fred Danaher, Windsor Hotel, Montreal, Canada.
Mr. L. Janssens, Guardian Trust Co., Montreal, Canada.
Miss R. M. Bain, James McCreery & Co., New York, N. Y.
Mr. C. G Starcke, Chase National Bank, Pine & Nassau Streets, New York,N. y. G.

Mr. P. Boentgen, Chase National Bank, Broadway and Eighty-sixth Street,
'las _a' York N. Y.

Miss D. Shaw, Chase National Bank, Park Avenue at Sixtieth Street, New YorkN. y.
, Mr. L. Zeh, Chase National Bank, Twenty-third Street and Fifth Avenue,

eTv York, N. Y.
n Mr. S. M. Loebl, Manufacturers Trust Co., Eighth Avenue and Forty-third
treet, New York, N. Y.
Miss H. R. Peyser, F. B. Schlesinger & Sons, Oakland, Calif.
Mr. W. D. Schuster, Central National Bank, Oakland, Calif.
Mr. E. V. Fricker, Wanamaker's, Philadelphia, Pa.
Mrs. G. O'Brien, Gimbels, Pittsburgh, Pa.
Mr. F. R. Burn, The Bank of Pittsburgh, N. A., Pittsburgh, Pa.
...Miss L. A. Kain, Multnomah Hotel, Portland, Oreg.
M188 M. Wright, Olds, Wortman & King, Portland, Oreg.
Mr. W. M. Power, First National Bank in St. Louis, St. Louis, Mo.

piaMr. W. R. Simon, The First National Bank of St. Petersburg, St. Petersburg,

Mr. A. E. Francke, Claifornia National Bank, Sacramento, Calif.
Miss V. Rose, Weinstock, Lubin & Co., Sacramento, Calif.
Mrs. G. A. Cooper, New House Hotel, Salt Lake City, Utah.
Mr. P. G. Nazzari, San Diego Trust & Savings Bank, San Diego, Calif.
Mr. S. T. Lasson, Anglo-California Trust Co., San Francisco, Calif.
Miss C. N. Brown, City of Paris Dry Goods Co., San Francisco, Calif.
Miss H. Garrett, Clift Hotel, San Francisco, Calif.
L. McKeown, Palace Hotel, San Francisco, Calif.

Nuitable Eastern Banking Corporation—Consolidated Statement as of May 81, 1980

ASSETS

Cash on hand and in banks  $1, 945, 526. 03
,,8illlion on hand and in transit  3, 156, 478. 91
rile from foreign banks  1, 645, 757. 20
;Vans and discounts  6, 818, 071. 51
`,-,•ustomers' liability on acceptances  10, 545, 284. 97
Zeneptances in portfolio  471, 396. 09
;`;'v York State bond  1,000 00
'ther assets-  38, 904. 46

Total 24, 622, 419. 17
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LIABILITIES

Capital 
Surplus 
Undivided profits 
Deposits 
Acceptances outstanding 
Acceptances anticipated   I
Due to foreign banks 
Items in transit with foreign branches 
Due to The Equitable Trust Co., of New York 
Unearned discount 
Reserve for taxes, etc 
Other liabilities 

$2,
2,

6,
10,

000, 000. 09,
000, 000. IN„
659, 029. 8:
242, 965. 95
545, 284. 01
347, 611. 22
437
947, 982. 

, 858. 000,

21136,, 909652.. 5031

494, 897. 10,
716, 732. 14

Total  24,622, 419. 1,7.

For information only:
In undivided, May 31, 1930 $659,029.89
Profit in future exchange, not on books, New
York office, May 31, 1930 113, 136.02

Profit in futue exchange, foreign offices in
reserve on New York books, May 31, 1930_ _ 43,593. 16

$815,759.07

Reserve for contingencies:
New York office 70,000.00
Shanghai 137,000.00
Hong Kong 50,000.00
Tientsin 13,000.00

270,000.0°
Reserve for taxes 181,303.94
Reserve for future exchange, foreign offices 43,593. 16

224,897. 19

494,897. 10

H. C. TITUS, General Manager.

The Chase Safe Deposit Co. balance sheet at close of business March 81, 1980

ASSETS

Cash on hand and in bank $51,232.97
Vaults $959, 165. 24
Less reserve for deposit 465,802.40

493,362.84
582,050.72Fixtures 

Less reserve for deposit 240,234. 14
341,816.58

20,707.75Furniture 
Less reserve for deposit 13,911.76

6,795.09
1,404.47Auto truck 

Less reserve for deposit 1, 141. 14
263.33

Accounts receivable:
Due from rentals 32,711. 11
Due from storage 6,422. 73
Due from cartage 223.99
Due from key and lock charges 73.00

39,430.83

Total 932,902.54

law

1
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LIABILITIES AND CAPITAL
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V'aPital 
PJOfit and loss 
0 te s payable 

i!‘eY deposit fund 

$400,
69,

420,
3,

000.
671.
000.
759.

00
49
00
00

'ocome tax withheld, New York State 
Phttat-due

41.22
rentals 

f,a81,-due storage 
tast-due cartage 

$32,
6,

711.
422.
223.

11
73
99

'ast•-due key and lock payments 73.00
39,430.83

Total 932,902.54

, The CHAIRMAN. The proposal has been made to this committee
tnat branch banking be permitted to extend beyond its present limits
to trade areas whose limits are still undefined. There is some
question in the minds of the committee as to whether or not trade
area limits can be properly defined. Other suggestions have been
Nide to the committee that branch banking be extended state-wide
In those States where branch banking is permitted to State banks.
Other suggestions have been made that branch banking be extended

to Federal reserve districts; other suggestions have been made that,ranch banking be permitted nation-wide, while still further reference
'As been made to the fact that the Federal reserve act permits inter-
national branch banking.
The committee would be glad to know the limits, if any, to which
tensions should be granted under the national law, to branch bank-

r. WIGGIN. I do not know what trade areas are. While my
Preference would be not to have branch banking, New York is in the
situation of being the banking center of the country. We have some
7b,000 correspondent banks throughout the country. The New York
links render the same service to towns in the mid-west or towns on

the Pacific slope as they do to towns in Connecticut and New Jersey.
There is just as much reason for a New York bank having a branch m
a Pennsylvania town or an Ohio town or an Indiana town or a Kansas
town as there is for having one in Connecticut or New Jersey and our
°Nvn preference would be not to see an extension of branch banking.
The CHAIRMAN. Beyond its present limits?
Mr. WIGGIN. Yes, sir. We think that a national bank should have

t,h9, same privileges of branch banking in one city as in another. We
tnink if State banks can have branches in any city, a national bank
should have the same right and, vice versa, if the national banks are
allowed to have a branch bank in a city, a State bank should have
that privilege. I am speaking of the limitations on branch banks
confined to the city.
The CHAIRMAN. If the State law premits branches within the con-

of the State to the State banks, you think the national banks
°e given the same privilege?
Mr. WIGGIN. Y88,
The CHAIRMAN. You can see difficulties, however, in the way of

conflict over Federal reserve lines and State lines?
Mr. WIGGIN. Great difficulties; yes.
The CHAIRMAN. As you know, we have had before this committee

ithe heads of various groups who engaged in this comparatively new
'orm of group and chain banking. The committee would be glad to
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have your views on this new development which is proceeding under
the authority of State laws, many of the corporations being organized,
under the laws of the State of Delaware, taking over both national
and State banks and State bank members of the Federal reserve 06
well as nonmembers, with particular reference to its effect on the
banking development of the United States and its possible effect on
the continued development of the Federal reserve system.
Mr. WIGGIN. My own opinion is that we, of the Chase Nations!

Bank, do not want to do it, but we have not the slightest objection tO
other men doing it. We feel that in certain districts—and there are
many cases, as you know, of these holding companies—such a district
as the one that centers on St. Paul and Minneapolis, where they g°
into the towns which they know and the business they know and On,
the banks—we have not the slightest objection to their doing it ang
we believe does strengthen the banks of those towns.
But we do not want to do it ourselves because if we start, there

will be no limit to it. There is just as much reason for doing it in one
State as another.
Mr. LUCE. The astonishing growth of the investment trusts 10

recent years—almost within recent months—has brought into eon;
sideration a wholly new factor that has not yet been widely discuss 
in connection with banking.
A recent writer, however, publishing a series of articles on the sub'

ject that indicate familiarity with it, hazards the prediction that witl0„
a comparatively short number of years no individual stockholders VI°
remain in the important banks. This suggests a novel form of hold:
ing and not, on its face, the usual kind of holding company the!
appears, for instance, in the public service field, but still one tho
threatens or promises, according to how you look at it, a new relation
between a bank and those who operate it. Does your observatie0
indicate that this process is making rapid headway in New York?
Mr. WIGGIN. A number of the investment trusts that are locaten

in New York have made investments in bank stocks. Now, as t°,
the amount of percentage, I would not say, but there are substantini
ownerships of bank stocks in investment trusts.
Mr. LUCE. Do you have any apprehension that this may furniell

you a new problem?
Mr. WIGGIN. No, sir. The successful bank, or the standing °I

the bank, goes hand in hand with the reputation of the management'
and the ownership of the stock, if the property is not properly run,
would not help or hurt it. It is the management that makes the
reputation of the bank.
Mr. LUCE. You are speaking of course, from the point of view ei

one who could properly be called a big banker. We had before 10
one witness who was more concerned with the banks in the smaller
cities and he expressed the opinion that the personality of the stock'
holders was of prime importance to the banks in the matter of bring:
ing business and good will. In a large bank, such as your, does the'
count for anything?
Mr. WIGGIN. Yes; the stockholders bring business. We enlist

their cooperation the moment they become stockholders and ask theni
to bring us business.
Mr. LUCE. Any advantage accruing in that direction would dilr

appear under the investment trust holdings?
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. Mr. WIGGIN. Not necessarily. In New York, some of these
Investment trusts are very good customers.
Mr. LUCE. But the holdings or the holders in the investment trust

are not reached by you?
Mr. WIGGIN. No.
Mr. LucE. That leads me to point out to you that the champions

of group banking before us have permitted us to understand or secure
the impression that the group-banking principle leads to a combina-
tion of the solid and substantial banks; that the head of a group sys-
tem makes no endeavor to salvage the weaker banks that are on the
Point of failing and avoids bringing in anything but the clearly profit-
able institutions.
Our hearings started off on the premise presented by the comp-

troller that there was great need to face the situation presented by
the alarming number of failures of small banks, and he urged branch
,k,anking upon us as a remedy, or at least a help, in the critical situa-
rn prevailing especially in the Northwest and in some of the Southern
otates.
Apparently group banking promises no benefit in that connection

Pad, as far as witnesses have enlightened us, it would seem as if branch
oanking was the only recourse in the case of a great many of the
puller communities which would be completely deprived of banking

facilities if the present tendency to close the little banks continues
and nothing is put in their places.
You have branches in various parts of New York City?
Mr. WIGGIN. We have 46.
Mr. LUCE. And that serves a public convenience to the customers?
Mr. WIGGIN. Yes, sir.
Mr. LucE. Do you see any objection, in principle, to furnishing the

same convenience to customers in places more remote? Why should
tins affect the principle involved?
Mr. WIGGIN. It may not affect the principle involved, butlit

certainly makes management a very much more difficult problem.
The only branches we have in New York City are run from the head
Office. There are no loans made without being passed on by the head
(*ice. That is not practicable in far-distant offices.
Mr. LUCE. Yet, in the upper end of Harlem, there would appear

to, be no more occasion for a teller's window than in the outskirts of
dersey City, would there?
Mr. WIGGIN. There would be no more occasion for a teller's

window?
Mr. LucE. I speak of a teller's window as simply a convenient way

f compressing in one phrase all the routine facilities that may be
rornished by some type of banking in a small suburb or in a rural
eenununity.
Mr. WIGGIN. Yes; there is just as much reason for a bank in one

8eCtion as another.
, Mr. LUCE. Is there any reason, in principle, why you should not
°e allowed to open a branch?
Mr. WIGGIN. No; the principle is the same. In Jersey City we

could run a branch just as well as in Harlem. You are right.
Mr. LUCE. Then, to some extent, at any rate, the State lines have

lin logical relation?
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Mr. WIGGIN. Jersey City is really a suburb of New York City, as
you know. The fact the State line is there does not make any differ-
ence. I agree with you entirely that it is just as practicable to run
a branch in Jersey City as in Harlem.
Mr. LUCE. That brings us to the proposal of the comptroller that

we consider trade areas. It is a difficult thing to determine, of course,
but still the most practical thing, perhaps, that has been suggested
to us.
Would you find objection to accepting his proposal with reference

to extending branch banking to trade areas?
Mr. WIGGIN. I do not know what a trade area is. If you will tell

me what a trade area is, I will try to give you an answer.
Mr. GOLDSBOROUGH. You are asking for something that can hat

be done.
Mr. WIGGIN. How can I answer it, then?
Mr. LUCE. In the Federal reserve districts, we approximate big

trade areas, and there has been no great complaint—some friction,
it is true—but no great complaint as to the mapping out of these
great trade areas; those that feed the big cities. Would it be essen-
tally more difficult to subdivide those 12 big areas we have alreadY
determined?
Mr. WIGGIN. Of course, we do not want to see a system of branch

banking established that means that the banks in the cities of the
country are going out in competition to buy up the banks in the_
small towns. We hope that it would not come. We do not thine
it is the way to build up a banking business—to go in on the basis .of
competition to buy up other banks, and that is exactly what will
happen if you establish that system.
Mr. LUCE. As I said to Mr. Davison yesterday, quoting the that

very trite saying that it is a condition and not a theory that con'
fronts us—that while we are talking about principles in this room,
the practice is, with leaps and bounds, proceeding to the contral•
Holding companies are growing every day, and group systems are
growing every day, and we are faced not with putting into (de'
theories, where we might be in perfect accord but with the problein,
presented by the fact that these holding companies are growing an"
are doing this very thing.
Mr. WIGGIN. We feel if there were a branch banking system started,

we would be compelled, for the protection of our stockholders' in'
terests, to establish branches through the country and in the various
towns. We do not want to do it. We are not under that compulsion
under the present system. If anybody wants to do it, God bless
them; let them do it; but we do not want to do it. However, we have
no reason for stopping other men, if they want to invest their mond'
that way.
I do think the holding company, in a great many ways, adds to the

strength of a bank in a small place. Naturally, no bank in Min'
neapolis or St. Paul is going to buy a bank in Stillwater, or some'
where else in Minnesota, unless it is a good bank when it is bought,
but if conditions change and conditions in the surrounding district°
are such that the bank loses money, the ownership of that bank is 0
great addition to its strength, if it is the right holding company.
Mr. LUCE. Let me get a little clearer idea of why you discriminate

between the effect of branch banking and group banking in that
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?natter of business compulsion upon you. Suppose that somebody
control of one of the New York banks goes and buys a bank in

urange, N. J., or any place in New Jersey, or anywhere else: The
same man controls the two banks, but they continue under separate
names. You, I gather, bid that man Godspeed and do not worry
about it.
Mr. WIGGIN. That is right.
Mr. LUCE. But if, instead of keeping the same name, the man in

control changes the name of the Orange bank to the same name as
Used by the New York bank and calls it a branch, you then feel you
Would be compelled to do the same thing. Why?
MT. WIGGIN. Competition.
, Mr. LucE. Is not the group bank bringing you the same competi-
tion?
Mr. WIGGIN. No. It may some day, but it has not yet affected us

and we do not believe it will.
, Mr. LUCE. In Massachusetts, my understanding is it is already
uoing it.
Mr. WIGGIN. I think the situation in Massachusetts is perhaps

,dsifferent froin the one in New York; or rather, I will put it differently:
toston is the New England banking center, but I do not think Boston
serves the entire country as New York does.
Mr. LucE. No.

, Mr. WIGGIN. I think there is a natural geographic limit in that
°ranch banking that does not exist in the case of New York.
Mr. LUCE. That does not affect the puzzle before us of this question

of favoring or discouraging branch banking or group banking or both
of them or neither of them. That is the problem we are up against—
practical problem—and I wanted to clear, in my own mind, if I
Uld, why branch banking would have a more pronounced effect

'oan group banks upon big city banks.
Mr. WIGGIN. We feel that there is a marked difference.
Mr. LUCE. One other aspect of the situation. We have had some

Witnesses who have testified in the case of banks in which they are
Interested, that have affiliated companies—securities companies—

we have been assured that the securities companies are not per-
olitted to buy any securities in which the bank is interested. Is
that the case with your bank?
Mr. WIGGIN. Our bank does not have any securities, practically,

ao that question does not come up. We do make it a rule not to have
any of our trusts buy from the bank or from an affiliated company.
Mr. LUCE. But that rule is not universal?
Mr. WIGGIN. No, sir.
Mr. LUCE. Would you think it desirable, by legislation, to insure

sornething of that sort?
Mr. WIGGIN. I do not think so. No laws under the sun would

cover it if there was a desire to evade it.
, Mr. LUCE. You, of course, are perfectly familiar with the fact that,
to Massachusetts, we have embodied the idea, which I am bringing
'ut, in our laws, requiring State banks, known as trust companies
With us, to comply with the restrictions imposed on mutual savings
banks for the segregation of deposits and that we so strongly believe
In drawing special safeguards around the savings of the masses for
the same reasons, with reference to trust holdings, that we insist
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upon a particularly safe type of investment and we are quite com-
placent and self-satisfied in the effect of that legislation.
Does your experience in New York lead you to think that that is an

unnecessarily cautious policy?
Mr. WIGGIN. I do not know that it is unnecessarily cautious, but

it gets back to what we think is the essential question of banking.
You would not select any institution on the basis of laws, but on the
basis of its standing and credit.
Mr. LUCE. That is true in some of the larger places, but in some

of the smaller places, that would impose the necessity. upon .the
depositor of travelirT some 20 or 50 miles to such a State institution,
instead of using the institution next door.
MT. WIGGIN. That is true.
Mr. LUCE. We have had it impressed on us, that due to the failure

of these small banks in the last 10 years, there has been great suffering
to the salaried man and wage earner through this failure to make
savings a preferred account. I think that is all.
The CHAIRMAN. I should like to ask you whether your bank 19

affiliated with, or sny of your companies associated with, any other,
banking house in New York or elsewhere which might be construed
as one of the major institutions?
Mr. WIGGIN. Only those I have mentioned.
The CHAIRMAN. Those are all, then, your own affiliations?
MT. WIGGIN. Yes, sir.
The CHAIRMAN. The suggestion has been made that your grouP

owns and controls the Transamerica Corporation.
Mr. WIGGIN. We have not the slightest interest in it.
The CHAIRMAN. Or the Transamerica Corporation embraces the

controlling stockholders in your group.
Mr. WIGGIN. The bank has not the slightest interest in the Trans'

america Corporation. There may be some stockholders in the Trans'
america Corporation that own stock in the Chase National Bank.
That we have no way of checking, but there is nothing of the slightest
importance or significance in it.
The CHAIRMAN. Of course the size of your institution and the

activities of late indicate the growth of a very powerful institution
which is doing business that is not only nation-wide but international
in its scope. Would you care to express what the scope of the Chase
National Bank is?
Mr. WIGGIN. The Chast National Bank is a large institution with

tremendous capital. It has a very large commercial business. It has;
by far, the greatest number of bank accounts in the United States.
It has built up a very large trust department under a committee ef
unusually high reputation. It does a world business—not in ever"'
country, but in most of the countries in Europe. We have corre'
spondents and connections and receive business from many of those
countries.
The CHAIRMAN. And you undoubtedly do business with some of the

foreign countries?
Mr. WIGGIN. Yes; we have business with the countries and with the

Government banks of the countries. Does that cover it, Mr. Chair"
man?
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The CHAIRMAN. Well, in further elucidation, it is a frequent corn-
kent throughout the country in this development and concentration
t:f bank resources that ultimately we will have in New York City
Ircun two to six banks patterned somewhat after the system of the
1,!e'es banks in London, with branches scattered all over. Do you con-
',plate future development in New York to that extent?
Mr. WIGGIN. No, sir; I think there will always be the middle-sized

oal* and the little bank.
The CHAIRMAN. I should like to ask further, in connection with

3rour bank and your affiliated companies—who originate securities
who, of course, are interested in seeing that the securities in which

• 11 are interested move properly and are properly recognized—
wne.ther you protect the market on the securities which your com-
13anles originate and whether you protect the stocks of your own bank
q'ld affiliated companies?
4,Mr. WIGGIN. The securities business and the origination of securi-
tlee issues is usually done by the formation of a syndicate. Usually
C'ere is, in conjunction with the formation of the syndicate, a syn.di-
oafte formed for the purpose of what you allude to as the protection

,,th,e market in the buying and selling of securities.
ne CHAIRMAN. Mr. Brand, have you any questions?

Mr. BRAND. I yield to Mr. Seiberling.
Mr. SEIBERLING. I have no questions at this time.
, _Mr. BRAND. I yield to Mr. Busby.
Mr. BUSBY. I have no questions to ask at present.
The CHAIRMAN. MT. Steaga_11?
Mr. STEAGALL. I yield to Mr. Seiberling.
The CHAIRMAN. I Will Call on Mrs. Pratt first.

• Mrs. PRATT. Is everybody frightened? [Laughter.] I have not
many questions to ask Mr. Wiggin.

tk his whole situation and these hearings have arisen from the fact
804E4 it seems desirable to make some change in the 

will 
and enact

On5. provision by which the small communities will have proper
varlking facilities without facing the fiasco some have faced during
'le last 9 or 10 years. So this question of branch banking has been
Pr ented.
0 I judge from what you say, Mr. Wiggin, that you are utterly
Posed to branch banking.

WIGGIN. I would prefer not to see it.
t01113. PRATT. When Mr. Davison was here yesterday, he stated
tl'at he felt that through the system of having correspondent banks
41,1at situation would be covered and eventually it would adjust itself;
tTat the real trouble that was being faced in this country was due to
8116 country being top-heavy, more or less, with banks, owing .to
Olergencies that occurred during the war. You would agree withtitsli that this can be taken care of by existing banks strengthening
4Eur correspondents?
f .Mr. WIGGIN. That is what has been going on, but there have been
4,klures in certain districts regardless of that. We have this great
prober of what are known as country bank accounts, but we do not
8 ,l justified in loaning those country banks money unless they are

b Mrs. PRATT. But if they got into trouble, as your correspondent
441c, you would help them out?
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Mr. WIGGIN. We are doing it all the time, as long as they are
solvent.

Mrs. PRATT. What would you have in mind as proposed legislation
necessary to be adopted, or do you think none should be adopted?
Mr. WIGGIN. I would leave the situation as it is.
Mrs. PRATT. I think that is all.
Mr. BRAND. With reference to questions the present chairman of

the committee (Mr. Luce) propounded to you in regard to the situ 
tion in the Northwestern States and Southern States, what woula
you suggest to remedy this situation in the agricultural sections
referred to by Mr. Luce—in regard to the character of banks that
ought to be established to accommodate the borrowers in these
sections of the country?
Mr. WIGGIN. You are referring to losses suffered by depositors and

not losses made by the stockholders?
Mr. BRAND. I am referring to those sections of the country whc$re

banks have failed to such an extent they have no banking facilit.ies
at present and therefore borrowers, generally, have no opportunity'
to secure loans.
We have been discussing chain banking and branch banking and

group banking. I should like to get your opinion as to what char'
acter of banks or what banking system should be established t°
accommodate the people in those sections of the country.
Mr. WIGGIN. There is no reason, under the present law, why thel

can not organize their own banks and go ahead as always.
Mr. BRAND. Take Georgia, for instance: The State has repealed

its branch banking law and there are several sections of the State
and, I think in Alabama also—although Mr. Steagall can speak .for
that State—and in South Carolina and several other States which
are in the same situation, which is a serious one.
Mr. WIGGIN. Serious in the point that they have no place to deposit

money?
Mr. BRAND. I mean no banking facilities. It is true they can gA°

to Macon or Savannah or Atlanta, but those places are 75 or 10"
miles away.
Mr. STEAGALL. The difficulty is not in finding a place to deposit,

but a place at which they can borrow.
MT. WIGGIN. I thought SO.
Mr. BRAND. Many people in different sections of the country have

money but they are keeping it at home and putting it in no banks.
They have lost confidence in the banks because they have failed s°,
much but I am asking about people who want to borrow money anu
have no bank to loan the money.
Mr. STEAGALL. There is some of that, of course.
Mr. BRAND. I myself have not the same confidence in the bank. s

that I used to have. However, the question I am propounding 15'
Should this Congress authorize a branch banking system to a,ccoin-
modate such people or group banking or unit banking?
Mr. WIGGIN. I do not suppose a change in the law permitting

branch banking in that section or in a more comprehensive section;
would justify banks in opening branches in communities that woulo
not support banks.
Mr. BRAND. Well-
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_ Mr. WIGGIN. Why should a bank put a branch in a place that is
uot going to be profitable and their records indicate it would not be
Profitable?
Mr. BRAND. I am not taking such a position. You appear to be

willing to let the situation remain as it is in all these great agriculturalsections of the country?
Mr. WIGGIN. Your banks have failed in certain sections, and there

,,are no banking facilities left. The cause of it was too much credit.
itIle farmers borrowed too much money. You made it too easy for
°no, and that has caused the banks to fail.
,. Mr. BRAND. I am talking about the situation as it exists and as
have tried to picture to you.

. Mr. WIGGIN. I am talking about what will justify another bank
ul organng or in putting a branch there if that is the situation.
i Mr. BRAND. Capital is willing to go anywhere and put its money
,oPeration where the field is open and vacant if it is profitable for

a bank to do so. Of course, it is assumed they will not lend to
allYbody who will not give good security. I am assuming a situation
e_)5ists where there are no banking facilities, on account of the failure
°I banks, and where people want to borrow money and make loans
to carry on their farms and operate their businesses, and where they
cell give satisfactory security.
Mr. WIGGIN. Yet the previous bank had failed.
Mr. BRAND. Yes.

1, Mr. WIGGIN. It is not a very encouraging situation in opening a
uank.
Mr. BRAND. Do you think that chain or group or branch banking

would be preferable?
Mr. WIGGIN. I do not think either one would be attracted by that

°Pportunity. I think an independent bank could be established as
Well as a group or chain or branch bank started. However, the
°I) rtunity is not very attractive.
,Air. BRAND. Suppose you, as a banker, should reach the conclusion
""4:o into any section of Georgia, Alabama, or any other southern State
Mu establish a branch which you think would be profitable to you—
!Id that is all the banks are in business for, to make money; they are
40t in it for patriotism; what system would you suggest, as a banker,

the head of one of the biggest banks in the world, to take care of
mat situation?
Mr. WIGGIN. In a district that has a bad record?
Mr. BRAND. YOU would let them go?
Mr. WIGGIN. I would answer that this way 
Mr. BRAND. Up to date, you have not given me any answer to that

qUestion.
WIGGIN. I think I have given one or two answers. I think

ula is the answer to that—
Mr. BRAND. You are satisfied with the situation in your territory,
we are not in ours. New York is not the only State in this Union.

.'here are other parts of the country that are willing to contribute toIts
general welfare if given an opportunity. You have customers, I

'ipose in Georgia?
Mr. *IGGIN. A great many of them.
Mr. BRAND. Naturally, you would be interested in the State.
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Mr. WiocriN. Very much. We have done a great deal for the State
as you know.
Mr. BRAND. I know that.
Mr. WIGGIN. Now, if you will tell me the questions, I will see if '

can answer them.
Mr. BRAND. Conceding, or assuming say, there are half a doze 

great agricultural communities in South Carolina, Georgia, Nord
Carolina, and so forth, that have no banking facilities; the peoPII
being engaged in agricultural pursuits and all sorts of business in tiv
little towns and cities, and also assuming that if a bank was put 11P i1
some of those sections, it would make money; in your judgment, wile
character of banking system would you recommend to those sectie
of the country?
Mr. WIGGIN. I think if the community will support a bank, thi

community would start a bank.
Mr. BRAND. How can they start a bank if there is no capital there
Mr. WIGGIN. Then, there is no occasion for a bank.
Mr. BRAND. You can not sell any stock in any bank in Georg.°

that I know of, outside of Atlanta and Savannah, to people who bell
got money.
Mr. WIGGIN. If they have money, they ought to start the WI

themselves.
Mr. BRAND. I am talking about people without money, but wilt

have good and satisfactory security and who want to borrow mov°!
to do business with, say, as a farmer or merchant.
Mr. WIGGIN. That is the best answer I can give.
Mr. BRAND. Which, I respectfully submit, is not an answer to leJ

question.
Mr. SEIBERLING. Mr. Wiggin, I take it you have made quite I

study of this problem we have before us here.
Mr. WIGGIN. I do not claim to have done that; no, sir.
Mr. SEIBERLING. You have studied it sufficiently to make up yo

mind that you are not in favor of group, chain, or branch banking?1
Mr. WIGGIN. I did not say that. I said we did not want to do 1

ourselves.
Mr. SEIBERLING. If it was a good thing, you would want to gel

into it, would you not?
Mr. WIGGIN. It may be good for the other fellow, but we do ri°1

want to get in it.
Mr. SEIBERLING. Between group, chain, and branch banking, whiel

one would you prefer?
Mr. WIGGIN. I do not think it is possible to answer that questiof

until you know what the branch-banking plan would be—how far-
Mr. SEIBERLING. I mean in limited areas.
Mr. WIGGIN. I would just as soon have chain banking, from Ill?

personal interest, rather than branch banking.
Mr. SEIBERLING. I am talking from the standpoint of the interee

of the country.
Mr. WIGGIN. I think chain banking would be as safe as bran 

banking. If you have branch banking, it is one risk for the wil01
system, just as it is for the chain. If the parent bank is not vie
managed, the whole thing goes.
Mr. SEIBERLING. Now, I understand that you are at the head °c

the largest bank in the world, with a capital of $148,000,000 on
total resources of $2,400,000,000, approximately.
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Mr. WIGGIN. I am the head of the Chase National Bank, but I
I(' er know whether it is the largest until I see the figures of the other

Mr. SEIBERLING. Well, it was yesterday.
Mr. WIGGIN. I do not know until I see the figures for the Midland.
Mr. SEIBERLING. Well, it is one of the largest.
MT. WIGGIN. Yes.
Mr. SEIBERLING. Have you given us the number of branches?
Mr. WIGGIN. Forty-six in New York city and four foreign branches.
Mr. SEIBERLING. How large is the Chase Securities Co., in total

resources?
Mr. WIGGIN. About $130,000,000.
Mr. SEIBERLING. Where does it have offices and branches?

• Mr. WIGGIN. Its main office is in New York City, and it has offices
lc!) Boston

' 
Albany, Cleveland, Chicago, Philadelphia, Washington,

°t. Louis, San Francisco, and Los Angeles.
, Mr. SEIBERLING. Has the Chase Securities Co. also foreign
oranches?
Mr. WIGGIN. They have an office in London and also in Paris.
Mr. SEIBERLING. In what manner is the Chase Securities Co. con-

trolled by the Chase National Bank—stock control, I mean.
Mr. WIGGIN. The stockholders are exactly the same. Neither

corporation owns the other. When you buy a share of what is listed
°11 the Street as Chase National Bank, what you really get is a cer-
tificate of deposit saying that you are the owner of one share, or
Whatever it may be, of the Chase National Bank, and also one share
of the Chase Securities Co.
Mr. SEIBERLING. The number of shares is exactly alike?
Mr. WIGGIN. Yes; and they can not be separated.

_, Mr. SEIBERLING. Then, the Chase Securities Co. stock is all
u„e,posited with the Chase National Bank and you issue one cer-
4ncate for both?
Mr. WIGGIN. For years it has been deposited with the Bankers

1 Ilia CO.
Mr. SEIBERLING. Have you given us a complete list of the principal

corporations in which the Chase Securities Co. owns the majority
.?,,f the stock or is in any manner tied up with the Chase National
.sank or the Chase Securities Co., through stock control?
Mr. WIGGIN. I have tried to. Have you anything in mind that

IllaY assist me?
Mr. SEIBERLING. I was thinking of the American Express Co.
Mr. WIGGIN. I mentioned that.
Mr. SEIBERLING. How much do you own?
Mr. WIGGIN. Ninety-eight per cent.
Mr. SEIBERLING. Where are their branches located?
Mr. WIGGIN. Thirty-four of them are in this country and 66 in

other countries.
,,. Mr. SEIBERLING. Do you count in such an office as we have in
uolumbus Ohio, and Cincinnati, where the American Express Co.
does business?
Mr. WIGGIN. YeS, sir.

. Mr. SEIBERLING. Does not the American Express Co. have offices
lh almost every town and hamlet in the country?
t, Mr. WIGGIN. In every office they issue checks, the American
'-'xpress Co. does not own the office.
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Mr. SEIBERLING. Do they not handle express business?
Mr. WIGGIN. No, sir; they are not in the express business. They are

in the steamship ticket business and the selling of transportation;
handling of a traveling bureau and so forth, and sell checks, but do not
receive deposits.
Mr. SEIBERLING. Are not these 66 offices of the American Express

Co. in foreign countries in reality branches?
Mr. WIGGIN. In Europe?
Mr. SEIBERLING. In this country.
Mr. WIGGIN.. There are only 34 in this country.
Mr. SEIBERLING. Yes, those in this country.
Mr. WIGGIN. Not at all. They do no banking business. TheY

simply sell tickets and are run as a travel bureau.
Mr. SEIBERLING. It would be readily possible to operate them aa

branches?
Mr. WIGGIN. Yes.
Mr. SEIBERLING. And in a profitable manner?
Mr. WIGGIN. I do not know.
Mr. SEIBERLING. You have not tried that?
Mr. WIGGIN. No.
Mr. SEIBERLING. I have before me the bulletin called the "Chase

Economic Bulletin," dated May 8, 1930, which I assume is an official
publication of the Chase National Bank. This bulletin contains an
article headed "Branch Banking Throughout the Federal Reserve
Districts," by Benjamin M. Anderson, economist of the Chase Na
tional Bank of the city of New York. Am I correct in my assumption!
Mr. Wiggin, that this represents the position of the Chase National
Bank of New York with respect to branch banking?
Mr. WIGGIN. When you ask if it correctly states the position of

the Chase National Bank, you must remember that the Chase Ns'
tional Bank stockholders or board of directors have not given AO
definite consideration nor have they come to any formal decision
in this matter. That is Doctor Anderson's report and what he be-
lieves to be the best thing.
Mr. SEIBERLING. But put out by your bank?
MT. WIGGIN. Yes.
Mr. SEIBERLING. And headed "A Revolutionary Proposal." I do

not know whether that is intended to be complimentary or not'
George Washington had a perfectly good revolutionary proposal. ,
Mr. WIGGIN. If it would suit you, Doctor Anderson is here an°

Doctor Anderson will testify to-morrow and you can put it up to hull.
Mr. SEIBERLING. Do you say that this represents the sentiment

of the Chase National Bank of the city of New York or does not
represent it? You are at the head of the bank.
Mr. WIGGIN. I will not say it either does or does not. I will

repeat what I said a moment ago, that the stockholders have not
considered the matter and instructed us nor have the director 
considered the matter and instructed us. That is the opinion of our
economist.
Mr. SEIBERLING. In reference to the opinion of the comptroller

and the governor of the Federal reserve, representing the Government;
from an entirely unselfish viewpoint for the benefit of the people 01
the country. You, of course, have put out this circular from a
purely selfish business viewpoint.

ii
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„Mr. WIGGIN. I do not think so. You can ask the doctor about it
°Itaself.
, Mr. SEIBERLING. You have already stated you did not approve of
branch banking.
Mr. WIGGIN. I have stated we would rather not see branch banking.!. have great respect for the people who suggest it and great confidence

hi them, but we would prefer not to see it.
, Mr. SEIBERLING. I understand you have testified that your bank
nag 7,000 correspondents—the Chase National Bank?
Mr. WIGGIN. Something like 7,000 bank correspondents; yes, sir.
Mr. SEIBERLING. Are these banks located all over the United

6tates, or in any particular section?
Mr. WIGGIN. All over the United States.
Mr. SEIBERLING. You have correspondent banks in Southern

tates, such as Florida, Georgia, South Carolina, Alabama, and also
In Western States?
Mr. WIGGIN. Yes, sir.
Mr. SEIBERLING. You lend your correspondent banks when they

need funds, I take it?
Mr. WIGGIN. Yes, sir.
Mr. SEIBERLING. And you require collateral?
Mr. WIGGIN. We do.
Mr. SEIBERLING. You never make an exception in that?
Mr. WIGGIN. Yes, sir.
Mr. SEIBERLING. What are those exceptions?
Mr. WIGGIN. They are very, very rare.
Mr. SEIBERLING. And of course the bank pays interest on the loan?
Mr. WIGGIN. Yes, sir.
Mr. SEIBERLING. It would not be good business for you to lend

correspondent banks unless you had good collateral for your loan?
Mr. WIGGIN. We would not be justified in lending the money unless

We thought it was a good loan.
, Mr. SEIBERLING. Then this correspondent system which you have
18 Purely a business arrangement for profit to your bank? Is that
correct?
Mr. WIGGIN. It is a business arrangement expected to be profitable

te the bank and expected to be of benefit to the correspondent.
Mr. SEIBERLING. You are trying to increase your correspondents

tiU the time?
Mr. WIGGIN. Yee, sin
Mr. SEIBERLING. How many of your correspondent banks failed

goring the period 1920 to 1930?
Mr. WIGGIN. I can not answer that offhand—quite a number.
Mr. SEIBERLING. And they were mostly unit banks situated

throughout the country?
Mr. WIGGIN. Yes.
Mr. SEIBERLING. What did your bank do to keep these corre-

Vondent banks from failing?
Mr. WIGGIN. A bank that we believe to be solvent can borrow

Whatever it needs.
Mr. SEIBERLING. Well, who determines the solvency of the bank?
Mr. WIGGIN. The officer that is passing on the loans.
Mr. SEIBERLING. You are making the loan and you determine

Whether it is solvent?
100136-31—vm 2 PT 14-5
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Mr. WIGGIN. SOMC officer in the bank makes the decision.
Mr. SEIBERLING. You determine whether you want to make lt

and what collateral you want?
MT. WIGGIN. Yes, sir.
Mr. SEIBERLING. When you lend a bank that needs money on

collateral, that gives you a preferred claim, of course, on the assets
of the bank?
MT. WTGGIN. Only on the collateral.
Mr. SEIBERLING. If the bank fails later, you get your moneY

before the depositors get theirs?
Mr. WIGGIN. If we have the collateral.
Mr. SEIBERLING. You stated you do not lend except on collateral.

Now, your system of correspondent banks does not reach the root of
our trouble hare; that is, namely, to try and prevent the failure ef
banks throughout the country—does it?
Mr. WIGGIN. No. You always have bank failures.
Mr. SEIBERLING. But your system of correspondent banks which

you indorse and engage in and want to extend, does not reach the
root of the trouble that the comptroller of the currency and the
governor of the Federal reserve board have to deal with here.
Mr. WIGGIN. It does not prevent bank failures?
Mr. SEIBERLING. Yes.
Mr. WIGGIN. No; and nothing else will.
Mr. SEIBERLING. What is your idea of the diversification as used ill

connection with loans made by banks? In this connection do you
not distinguish between diversification of loans made by a bank ini‘
given community and the explanation of diversification as made bi
Mr. Anderson in the article with respect to which is, as I understand
it, the purchasing of securities through the correspondent city banks,
the loaning of call money to the city bank, the purchase of open market
commercial paper, readily marketable bonds and acceptances.
Mr. WIGGIN. What is that question again?
Mr. SEIBERLING. What is your idea of diversification? I will ask

that first and then you can explain the others.
Mr. WIGGIN. I think a brief definition of diversification would be

a variety of loans—a variety of kinds of loans.
Mr. SEIBERLING. Now, you purchase commercial paper, bonds and

acceptances and lend money on call for these correspondent banks?
Mr. WIGGIN. Yes, sir.
Mr. SEIBERLING. And out of them you, of course, make a profit ea

every transaction, of some kind?
Mr. WIGGIN. Not out of every transaction.
Mr. SEIBERLING. What transaction would you not make a profit on?
Mr. WIGGIN. Read them off and I will tell you.
Mr. SEIBERLING. Loaning of call money.
Mr. WIGGIN. Yes, there is a charge for that.
Mr. SEIBERLING. The purchase of open market commercial paper.
Mr. WIGGIN. There is no charge on that.
Mr. SEIBERLING. Of COMSe if you pay par for that paper, it has to

have an interest rate higher than the New York rate, or you would not
pay par for it.
Mr. WIGGIN. I do not understand that question.
Mr. SEIBERLING. If you purchase for par it has to carry an interest

rate higher than the New York prevailing rate.
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Mr. WIGGIN. It does not necessarily.
Mr. SEIBERLING. What is the call money rate to-day?
Mr. WIGGIN. Three per cent.
Mr. SEIBERLING. Are you buying commercial paper on 3 per centr
Mr. WIGGIN. I see what you mean. The commercial paper is
ually higher than the call rate. Sometimes it is higher and some-

'flies lower.
Mr. SEIBERLING. As a usual thing, you make money out of that

eansaction?
Mr. WIGGIN. No, sir.
„ Mr. SEIBERLING. Now, if we had branches in these localities
‘nroughout the country, under Mr. Anderson's set-up here, in his
!id dress, his plan takes money from the rural community and throws
it into the metropolitan center, does it not?
Mr. WIGGIN. I wish you would ask Doctor Anderson that question.

• Mr. SEIBERLING. If money is sent down to be put on call, it takes
't out of the local community and puts it in the metropolitan center?
Mr. WIGGIN. Yes.
Mr. SEIBERLING. Your correspondent banks maintain balances

With you?
MT. WIGGIN. Yes, sir.
Mr. SEIBERLING. They can purchase securities from your bank or

1113nn your advice—take your advice on that?.„ 
WIGGIN. Yes.

1, Mr. SEIBERLING. Is that about a description of the relationship
"tween your bank and the correspondent bank?
, Mr. Wiocuri. I did not realize we were making a description of all
tile relations.
Mr. SEIBERLING. Well, will you make one, briefly?
Mr. Wicom. The correspondent bank finds it desirable to keep an

aftount in New York—
Mr. It is required by you, is it not?
Mr. WIGGIN. No; I wish we could require it.
Mr. SEIBERLING. TO some extent?
Mr. WIGGIN. We can not require it. We are glad to get them.
Mr. SEIBERLING. You mean to say you let a correspondent bank

'raw a draft on you that does not have a deposit in your bank?
Mr. WIGGIN. We would not pay it.

t Mr. SEIBERLING. The business necessities require that they main-
a balance with you?

Mr. WIGGIN. Most of the banks keep an account with us and we
very glad to have them, and we handle the accounts and pay

u.iir checks and receive their deposits and follow their instructions

ivith reference to the payment of papers and delivery of securities.t8 a regular banking business.
SEIBERLING. Can you estimate the deposits that come to

3°111' bank from the 7,000 correspondent banks?
Mr. WIGGIN. I am sorry I can not give you that figure.
Mr. SEinnutmtu. It is a large amount?
Mr. WIGGIN. Several hundred millions.

, Mr. SEIBERLING. And with the call money rate high, like it was
'Itst year, you would make a lot of money on those deposits?
Mr. Vkficloirc. As a matter of fact, they lend the money themselves.

\\"(' get our charge, of course, for lending the money.

1843



1844 BRANCH, CHAIN, AND GROUP BANKING

Mr. SEIBERLING. They could not draw their balances down very
'close?

Mr. WIGGIN. It depends on the banks. As a matter of fact, vie
'do not have much opportunity to put out call money for ourselves
at those rates, as you can readily understand. The customers were
loaning their own money.
Mr. SEIBERLING. This system that you want to stick to and are

indorsing, is very profitable to the New York banks in all their
relationships?
Mr. WIGGIN. We regard our business from the out-of-town banks

as good business.
Mr. SEIBERLING. Of course you do not want to lose that business?
Mr. WIGGIN. No.
Mr. SEIBERLING. Now, if Congress were to adopt the trade are!

plan of branch banking and there were, say, 35 different areas witn
large parent banks and many of the banks now correspondent;
became branches of these banks, you and the New York banks woulu
lose a great many correspondents, would you not?
Mr. WIGGIN. I think so. We might have to go into the business;
Mr. SEIBERLING. And you would lose a profitable business anu

prestige?
Mr. WIGGIN. Yes, sir; possibly. We might have to go into the

business ourselves.
Mr. SEIBERLING. Would not these large independent parent banks

be much more independent of New York, which is now the money
center, as you state, than they are at the present time?
MT. WIGGIN. Possibly.
Mr. SEIBERLING. In other words, many of them would be isre

enough to stand on their own feet and finance industries in their
own sections?
MT. WIGGIN. They do now.
Mr. SEIBERLING. But they would be much MOM able to do SO?
MT. WIGGIN. Possibly.
Mr. SEIBERLING. Now, Mr. Wiggin, I just want to ask this que,s'

tion: Is not that the main reason why the Chase National BariN,
according to this bulletin and yourself, are opposing the comptrollerie
and the Federal reserve's proposal about branch banking?
Mr. WIGGIN. Not at all. If we were confident it was to the best

interests of the country, we would not object to it.
Mr. SEIBERLING. Now, country banks can choose their own care'

spondents in New York?
Mr. WIGGIN. Yes,sir.
Mr. SEIBERLING. And some have several correspondents?
MT. WIGGIN. Yes.
Mr. SEIBERLING. So that you are not able, in the slightest degree,

to dictate to the country bank how it shall run its business?
MT. WIGGIN. That is true.
MT. SEIBERLING. You are therefore not in a position to assist the

countryin encouraging and carrying on a proper banking policy?
Mr. WIGGIN. Well, if they want assistance from us, they must keoP

their bank in shape.
Mr. SEIBERLING. If they want assistance from you, but as lonFL

as they merely carry a balance with you, you have no influence Wit°
hem in that regard and can not exercise any?
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Mr. WIGGIN. Absolutely not.
, Mr. SEIBERLING. Now, as a matter of fact, this correspondent
;Dank system means a profit to the city correspondent, but does not
1CeeP the correspondent banks from failing?
Mr. WIGGIN. That is right; nothing will keep some banks from

failing.
Mr. SEIBERLING. If you had a large branch banking system with
big metropolitan bank back of the system, there would not be any

',ger of the small bank failing?
Mr. WIGGIN. It would depend on the metropolitan bank. We have

had failures in big cities.
Mr. SEIBERLING. But not very often?
Mr. WIGGIN. No.
Mr. SEIBERLING. It would be less likely to fail?
Mr. WIGGIN. It would be a larger bank, of course.
Mr. SEIBERLING. You have testified that you operate your branches

abroad successfully and that the branches of the securities companies
kl'e operated successfully and those of the express company. Why

You not operate branches of the bank successfully in a more
limited trade area?
Mr. WIGGIN. I have not so testified. Perhaps we can.
Mr. SEIBERLING. But you are a successful banker.
Mr. WIGGIN. I think so, but we have had two of the branches only

'40 days.
Mr. SEIBERLING. But the branches you have had have been success-

ful?
Mr. WIGGIN. Habana has not been successful.
Mr. SEIBERLING. As a whole, they have been successful or else

Your bank would not be successful.
Mr. WIGGIN. But I do not think that bears on the question. As a

°latter of fact, they have not been successful. I am perfectly willing
to grant that some branches would be successful.
, Mr. SEIBERLING. Well, now, your bank is the largest in the world—
'. think it is—with branches in New York City and abroad and affiliated
With the Chase Securities Co., doing business all over the world,
With the recent acquisition of the American Express Co., and the
°rganization of the American Express Trust Co., with branches in
e'very important city in the civilized world, and you are hardly in aeosition as has Doctor Anderson that it is "The creation of giant
°ranch banking systems, with enormous capital, ranging over 'trade
areas' which may equal Federal reserve districts in size"?
Mr. WIGGIN. We have no national branch banking system at all.
Mr. SEIBERLING. You have branches in Europe and in this country?
Mr. WIGGIN. We have a branch in London, a branch in Habana,

aod two branches at the Isthmus.
Mr. SEIBERLING. Do you not think that Doctor Anderson is the

ASt person in the world that should arouse fear on account of the
concentration of enormous banking capital, and so forth?
I. Mr. WIGGIN. Well, you will have to ask the doctor that question,
out I do not think he has aroused very much fear.
Mr. SEIBERLING. I think that is all.
Mr. BUSBY. I will ask this one question, if I may: Mr. Davison,

Who was with us yesterday, said that the correspondent bank was
Performing every function that the branch bank could perform to
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the outlying section of the country, he having in mind particularly
the New York banks of a type like his and yours and others.
The branch bank established in some outlying section would

naturally have the cooperation of the parent bank to this extent,
over the correspondent bank, if I understand it, that the parent
bank would stay by the branch bank even when the branch bank,
was losing money in operating, especially if bad crops or some local
condition caused a disastrous situation to present itself from the
standpoint of the bank; whereas your bank would not feel called on
to go far enough to suffer any unforeseen losses in standing by your
correspondents.
Mr. WIGGIN. Let me see if I understand it: If a bank had a branch

in a town it would keep on lending money even though they did net
think it was good?
Mr. BUSBY. That is part of it. But a branch in a town would be

protected even when it was losing money by the parent bank.
Mr. WIGGIN. If the whole bank is solvent and good, that branch

is perfectly protected. There is no question about that.
Mr. BUSBY. If it was apparent that its trouble was temporary

the locality where the branch was located, the parent bank woula
not hesitate to hang on and continue to continue to carry the branch
along for months and months?
Mr. WIGGIN. Of course we do not know what they would do, but

they would have to pay the debts of that office.
Mr. BUSBY. But the correspondent system would not have anY

obligation along that line.
Mr. WIGGIN. It would not have any legal obligation, but it is

done.
Mr. BUSBY. It is not done to the extent that the parent bank

would be called upon to protect its branch.
Mr. WIGGIN. There would be no legal obligation.
Mr. BUSBY. The correspondent bank would not feel and, in actie

ality, does not stay on with the correspondent in distress as a parent
bank does with its branches?
Mr. WIGGIN. It frequently does.
Mr. BUSBY. I do not get an answer to my question, but by conr

parison, one with the other, the correspondent bank does not stay en
as long as the parent bank would with its branches?
Mr. IGGIN. Of course you are asking a very general question.
Mr. BUSBY. I am asking a general question to get through.
Mr. WIGGIN. I agree with you entirely that if a bank had a branch,

legally responsible for the deposits, it would have to stay with it
and see it through.
Mr. BUSBY. If it had a legal responsibility it would naturallY,

have to stay with it and see it through further than a bank that ha°
no legal obligations to the correspondent.
Mr. GOLDSBOROUGH. I just want to ask one question. Mr.

Wiggin, Mr. Seiberling asked you if you were not benefited by the
business you received from correspondent banks and whether that
was or not the reason you did business with them, now, is it not a
necessary incident to any trade that there is a benefit to both parties;
that the deal would not take place unless it was a benefit to both
parties?
Mr. WIGGIN. I agree with that.
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irlY Mr. GOLDSBOROUGH. And do you not think a bank, in a rural dis-
trict, can be relied upon not to send money to New York to be loaneduld oil call that is needed for the business purposes of the community in

ent, which the bank is doing business? Do you not think it would be
ent had business for the bank to send money to New York to be used on
till( call that was needed for the local business?
)01 Mr. WIGGIN. I think it is a bad business.
the . Mr. SEIBERLING. You asked whether it was done. He admitted it
on 18 bad business, but he did not answer the question as to whether it
our Was done. .

Mr. WIGGIN. I do not know whether it is done or not. I do not
rich know about the needs of the local communities.not , Mr. GOLDSBOROUGH. Now, is it not a fact that rural banks now

nave access to improved banking methods away beyond what they
be did when the country was being built up on the unit system?

Mr. WIGGIN. There is no question about it.
lch Mr. GOLDSBOROUGH. And under normal conditions, when we get
• away from the collpase of the war, do you not think that the unit
io System is just as valid as it was during the formative period of this

ulci country?
ich MT. WIGGIN. I do.

Mr. GoLnsnonouGH. Do you believe, Mr. Wiggin, that a rural)ut conununity, which is supplied by a branch bank, will receive for its
industries the same sympathetic help that it would from a unit bank?

nY Mr. WIGGIN. I think it depends entirely on the management. I
do not see how you can come to a conclusion on that in general. I

is think it must be in specific cases.
Mr. GOLDSBOROUGH. Of course, that is so in anything, but as a

nk Pule—that is what I mean—would a branch bank of a metropolitan
hank be as much interested in the local welfare as the unit bank,
ioacated in the section, would be.

tie Mr. WIGGIN. I think there may be a community feeling where the
nt bank is owned in the community and is a local bank both in the way

of deposits and loans. It would be perhaps a little more enthusiastic
than if it were a branch of a distant bank.

ar Mr. GOLDSBOROUGH. Do you believe that the value of the moral
on risk would be considered as sympathetically by a branch bank as a

ilnit bank?
Mr. WIGGIN. What kind of a risk?
Mr. GOLDSBOROUGH. The moral risk or the character risk?

11, Mr. WIGGIN. I think it would give consideration to that.it Mr. GOLDSBOROUGH. Are they m a position to do it when the loans
are really considered by the metropolitan institution rather than by

lv the branch?
Mr. WIGGIN. I think so. But you must remember that the bank

is not going to lend its money, if it is a well-run institution, whether
E r• a unit or branch bank, unless they think it is good.
be Mr. GOLDSBOROUGH. Of course not,it Mr. WIGGIN. They might be a little more liberal in a local unit
ti bank than in the other, but I do not think you can answer that
Si question except in specific cases.
ili Mr. GOLDSBOROUGH. The moral risk is really the principal thing

to consider in a loan, in my opinion. I believe that the country
kanker, the unit banker, has a better conception of that part of the
risk than the metropolitan bank would have.
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Mr. WIGGIN. It may be. I do not believe you can answer those
questions generally. You must remember that even if it is a branch,
it must have a local man running it.
Mr. GOLDSBOROUGH. That is true, but he is circumscribed. lie

can only go so far, as a rule. You believe that local industries can
be built up as well under a branch system as under the unit system?
Mr. WIGGIN. It depends on the management of the particular

bank. There is no reason why they should not.
Mr. GOLDSBOROUGH. Then why do you object to the branch system?

I object to the branch system for the reasons I have.indicated, but
you do not consider them valid. Why do you object to the branch
system?
Mr. WIGGIN. I object to it because I do not believe we could run

the business properly. Now, it depends on how far it goes. I do not
want to see it start. There is just as much reason for the Chase
National Bank having a branch in Wichita, Kans., as Hartford,
Conn., and perhaps more, and we do not believe it is possible to run
it at that distance. Perhaps I am a little inconsistent in my answers.
Mr. GOLDSBOROUGH. From a banking standpoint, you prefer the

unit system?
Mr. WIGGIN. Yes.
Mr. GOLDSBOROUGH. From the public standpoint, you have no

preference?
Mr. WIGGIN. From the public standpoint, I would prefer the unit

system.
Mr. GOLDSBOROUGH. That is all.
Mr. GoonwiN. There is nothing complex or intricate about the

correspondent system of banks?
Mr. WIGGIN. None at all.
Mr. GOODWIN. Are not the fundamental principles involved pretty'

much the same as between an individual depositor in a bank and the
bank except you furnish some additional service in the way of advice
and taking care of the business of the correspondent bank?
Mr. WIGGIN. It is Very much the same.
Mr. GOODWIN. I live in Minnesota, in a State where we have had 0,

great many bank failures, as you know. In studying this question.'
have come to the conclusion it is not the fault of the independent unit
system that has caused the failures, but it is due to the mighty poor
judgment on the part of the officers of the banks that failed, in 1oadin4.
themselves up with assets that were not liquid, but were frozen and
remained so.
Mr. WIGGIN. I think in many cases the troubles have come frorn

natural conditions.
Mr. GOODWIN. I have in mind several banks in my district—a small

bank, in particular, with a capital of $30,000 and a surplus of $200,000
and total deposits of almost $2,000,000, situated in a section that is no
different from other sections in my district. There are several such
banks there—perhaps not as large as the one I speak of in volume Of
deposits or assets—but that indicated to me, with good prudent judi-
ment in the matter of making loans and taking care of the bank 0
business, the unit bank can serve the public as faithfully now as in the
past.
You are opposed to branch banking?
Mr, WIGGIN. I would prefer it as is. I do not say I am opposed to

it, but I prefer the system as is.

1
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Mr. Goonwnsr. You think the present system of independent unit
banks, with the branch banking in certain limited areas, can serve the
country as faithfully in the future as it has in the past?
Mr. WIGGIN. I do.
Mr. BUSBY. I noted that at the peak of the loans on the stock

Market, when they loaned close to $7,000,000,000 a day, the New
York banks furnished from their own funds about 16 per cent of those
loans; that New York banks loaned, for the account of other banks
outside, about 28 per cent of those loans, and that about 56 per cent
of the loans were made by the New York banks for the account of
others.
Now, undoubtedly the proportion of money loaned by the New

York banks-16 per cent—was out of proportion to their assets com-
Pared with the assets of banks in other sections.
Mr. WIGGIN. Sixteen per cent was a greater portion—
Mr. BUSBY. A less proportion of their assets than the 28 per cent

in!tned for banks outside of New York, which had funds in New York
City. I do not mean their total assets, but that had funds in New
York City.
Mr. WIGGIN. I do not believe I get that question.
Mr. BUSBY. The New York banks had all their assets in the city

and they had assets from correspondents in their hands.
Mr. WIGGIN. Yes.
Mr. BUSBY. The New York City banks, taking this as an arbitrary

figure—but I think it is practically correct—loaned 16 per cent of the
funds that were loaned on the New York Stock Exchange, most of
Which, or 90 per cent of which, was call money, and 28 per cent was
loaned by New York banks for the account of outside banks. Was
there not a disproportionate amount of funds loaned for outside banks
than loaned by New York banks out of their own funds?
Mr. WIGGIN. That money from outside banks came from all over

the country, and until you know what the total is it will be pretty hard
to answer the question.
Mr. BUSBY. What do you get for loaning funds for other banks?
Mr. WIGGIN. One-half of 1 per cent interest.
Mr. BUSBY. If the funds loaned reached $7,000,000,000 average,

that would be, I believe, $35,000,000 a year that all the banks in New
York that were loaning money on the Stock Exchange would receive
aS their fee. That would amount to—
Mr. WIGGIN. Give me the question again and I will see if I can

answer it.
Mr. BUSBY. If the money loaned on the New York Stock Ex-

change by the New York banks for which these banks received a
lee of one-half of 1 per cent for making the loans, averaged $7,-
000,000,000, the average amount paid to New York banks for han-
dling the loans would amount to $35,000,000 a year, and if they had
300 banking days in the year, that would give the New York banks

fee for handling that business, only a small percentage of which
was their own funds, of something like $120,000 a day. Do you
agree with that?
Mr. WIGGIN. I would have to figure it, but I would assume you

are correct.
Mr. BUSBY, I just wanted to point out the source from which the

Profit came to the New York banks by having correspondents out-
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side. I am not blaming them for having them or blaming the de-
positors for putting their money out on call.
Mr. WINNIN. Of course there was not any $70,000,000,000 loaned.
Mr. BUSBY. I said $7,000,000,000.
Mr. WIGGIN. Ohl The charge for loaning money on the Street—

one-half of 1 per cent—was based as a low banking charge for the
service rendered. The cost of handling it is enormous. The risk of
handling it is enormous.
Mr. BUSBY. I might. ask you to amplify that risk slightly.
Mr. WIGGIN. The risk of seeing that the collateral is not stolen

from us and seeing that the collateral always covers the loan. There
is a real risk in the business and there is a tremendous volume of
detail. It is what we believe a just and a low charge for the service
rendered.
Mr. BUSBY. Yet, withall, a very profitable business, when it

amounts to $120,000 to the banks every day.
Mr. WIGGIN. You are figuring on gross figures.
The CHAIRMAN. Are you now a member of the clearing house

committee?
Mr. WIGGIN. No, sir.
The CHAIRMAN. You have been a member of the clearing house

committee?
Mr. WIGGIN. At various times.
The CHAIRMAN. We should have in this hearing an amplification

of the functions of the New York Clearing House. I wonder if you
could furnish us with the information.
Mr. WIGGIN. I had better not. I am not up to date. I would

suggest the chairman of the clearing house committee.
The CHAIRMAN. Who is chairman now—do you recall?
Mr. WIGGIN. I think it may be Mr. Potter of the Guaranty Trust

Co. I am not sure.
Mrs. PRATT. Perhaps I was stupid, but I did not quite understand

Mr. Wiggin. These branches in Albany and other cities are branches
of the Chase Securities Co.?
Mr. WIGGIN. Yes; they sell securities.
Mrs. PRATT. And you have branches abroad?
Mr. WIGGIN. Yes.
Mrs. PRATT. But through your securities company do you have

what is practically a branch banking system?
Mr. WIGGIN. Not at all. They do not loan money or receive

deposits. They simply try to distribute securities. They are a sort
of selling agency.
The CHAIRMAN. Statements have been made to the committee ail

to the effect the building up of these trade area banks throughout the
country would have on the distribution of securities from organiza-
tions like yours in New York; that is, the combining together of all
banks in a certain area would preempt largely the securities business
in those localities. Would you view that as a restriction on your
ability to sell securities?
Mr. WIGGINS. I do not think so. I think their personal judgment

on what is the best to buy governs in the matter of securities pur"
chases.
The CHAIRMAN. You do not think the building up of these big

groups would affect the ability of New York banks to sell securities
in their territory?
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Mr. WIGGINS. I do not think so.
The CHAIRMAN. My attention has been called to a recent sale of

rreasury notes. For the first time it appears those notes were suc-
.?sessfully bid in by a group; namely, the Marine Midland group of
uflalo, they successfully bidding them in in competition with New

York bidders. Have you any fear that they may take unto themselves
exclusively the securities business in their trade area?
Mr. WIGGIN. I do not think so.
The CHAIRMAN. In other words, you do not feel, in the management

of the securities business—in originating and distributing securities
Po would lose out selling direct to customers in this particular area
put that you would have to do business with the head of such an
!ostitution, who would, in turn, distribute the securities to the people

this trade area?
Mr. WIGGIN. I think the distribution of securities is governed by

the taste of the individual buyer, and that is governed largely by the
return,
The CHAIRMAN. As far as the banks that formed that group are

concerned, in the purchase and sale of securities, they would be di-
kcted by the head officers of the group?
, Mr. WIGGIN. Yes; but in buying any quantity of securities they
'lave to buy in the open market.
, The CHAIRMAN. I should like to ask you how many branches you
nave in New York?
Mr. WIGGIN. Forty-six.

, The CHAIRMAN. With respect to the examination of your parent
Institution, is there a simultaneous examination of these branches?
Mr. WIGGIN. Yes sir; they count the cash in every place simul-

taneously. Mr. 
Polesimul-

taneously. can answer that question better than I.
Mr. SEIBERLING. Can you tell us what is the average rate of interest

You pay on daily balances of your correspondent banks?
Mr. WIGGIN. Two per cent, I think it is now.
The CHAIRMAN. We are very grateful to you for your statement,
wiggin.

Mr. Mooing. I hope I have been of some use to you. I doubt
Whether I have.
, The CHAIRMAN. The committee will stand adjourned until 10.30
re-morrow morning.
(Whereupon, at 12.25 o'clock p. m., the committee adjourned to

Isoeet at 10.30 o'clock a. m. Thursday, June 5, 1930.)
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THURSDAY, JUNE 5, 1930

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Washington, D. C.
The committee met at 10.30 o'clock a. m., in the committee room,

CaTitol, Hon. Louis T. McFadden (chairman) presiding., The CHAIRMAN. The committee will come to order. We have
oefore the committee this morning Dr. Benjamin M. Anderson, jr.,economist of the Chase National Bank of New York. Mr. Anderson
WitS. present yesterday during the testimony of Mr. Albert H. Wigellawman of the governing board of the Chase National Bank. We
WI be very glad to hear any statement which Mr. Anderson cares to
kake at this time.

STATEMENT OF BENJAMIN M. ANDERSON, JR., ECONOMIST,
CHASE NATIONAL BANK, NEW YORK CITY

The CHAIRMAN. I am presuming, Mr. Anderson, you would like
to make a brief statement?
Mr. ANDERSON. Yes, sir.
The CHAIRMAN. And then submit yourself to. questioning later on?
Mr. ANDERSON. Any procedure the committee wishes to follow.
The CHAIRMAN. I think it will be best if you will proceed with

Your statement and the members of the committee will question you
Pertaining to anything you may say or to things that are pertinentto this study.
Mr. ANDERSON. My opinions, set forth in the two documents

which I ain going to submit for the record, are opinions of long
8tanding.
trFor he record, I want to submit a speech that I made in New
tialyipshire on October 12, 1929, called Bank Consolidations in. a
4-eriod of Speculation; and a speech which I made in North Carolina
?.!3.. May 8, 1930, called Branch Banking Throughout Federal Reserve
•ulstricts.
(The speeches referred to are here printed in full, as follows:)

BANK CONSOLIDATIONS IN A PERIOD OF SPECULATION

(1137 Benjamin M. Anderson, jr., Ph. D., economist of the Chase National Bank
of the City of New York, October 12, 1929)

REVOLUTIONARY CHANGE TO BE AVOIDED
The question of the comparative merits of the European system under which

• country has a few great banks with numerous branches, and the American

ti12_1.11 address delivered before the Joint convention of the Northern Bankers Association and the New
-'wDshire Bankers Association, at Whitefleld, N. II., on the evening of Saturday, Oct. 12, 1929.
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-system of 26,000 independent unit banks, is not one to be settled offhand. Ther?
.are countries where country-wide branch banking works admirably; and, by ell°
large, our system of unit banks has worked admirably. Either system can wer°
well if the country is adjusted to it, if the bankers of the country are trained in
handling it, if the banking laws of the country are adapted to it, and if the

standards of banking and commercial morality in the country are high. Neither

system could work well if suddenly adopted in a country which had long been
accustomed to the other system. Revolutionary changes in the banking systeen
of a great country are to be avoided. Changes which may be desirable if they
come slowly as an evolutionary process, with a careful study of the proble10!
involved, with experimentation and the correction of mistakes in the light 01
experimentation, may easily be unfortunate if put through wholesale on °
country-wide scale. It would be particularly unfortunate if our American Os:
tem should suddenly be transformed as an incidental by-product of a compete
tion between the State banking system and the National banking system, or as
an incident of a period of excited stock market speculation, or as a result of $
competitive struggle for great size and large figures.

Branch banking confined to the city of the head office is not the point at issue.
We have learned how to do this well in many American cities. The problem
before us to-day is one of consolidations running far beyond a single city, and, ill
many cases, consolidation by means of holding companies, rather than by mergers
with branch banking.
We should move slowly in the readjustment of our banking system. It is 110,t,

enough to study the matter from the standpoint merely of the prices of ban'
shares or of holding corporation shares. It is not enough to study the matter,
only from the standpoint of the much more important question of the profits 01
banking. We must consider the problem also from the standpoint of the service
which banks perform for the country.
But, in general, under a competitive system, the prosperity of the banks and

the prosperity of the country move together. In general, that banking systen
which, preserving competition, makes most profits is serving the country best
A prosperous bank, strengthening its capital structure by accumulating a lag°,
surplus out of earnings, can serve the country better than a bank which is
making money. In general, a bank prospers as its customers prosper, and under,

a system of competitive banking a bank makes money with its customers, instes°
of out of them.

It is, therefore, fair argument for the proponents of a change in our banking
system to make the case that the change will increase banking profits. A carefullY
analyzed consolidation plan which does not destroy competition, which takes
adequately into account the problems of management, control, and responsibil1tY2
which prices properly the various elements taken into the consolidation, and whicn
definitely accomplishes economies in operation, is thoroughly justifiable. On el
other hand, movements toward consolidation in every field are intensified durille
periods of active speculation in securities and are greatly facilitated by the We
with which new securities can be issued and marketed in such periods. Abuse°
and mistakes easily occur in such periods, and movements which are economicallY
justified may easily be carried to uneconomic extremes.

MR. WIGGIN'S VIEW

In his annual report as chairman of the board of directors of the Chase Nation$1,,
Bank in January, 1927, speaking of the merger of the Chase National 1380'
with the Mechanics & Metals National Bank, Mr. A. H. Wiggin said:
"This merger, together with similar steps on the part of other institutions

the last two or three years, has been made the occasion of comments to tb
effect that mergers are the order of the day and that the line of logical develor

ment is toward fewer and much bigger banks. I am not prepared to subscribe,W0
this doctrine without qualification, and I would not have our merger with
Mechanics & Metals National Bank judged on that basis alone. It is significan
that while bank mergers are taking place new banks of moderate size are als°
coming into existence and doing well. A merger may bring together orgaidivt
tions which can not work harmoniously and may combine interests which are
compatible. Each case must be judged on its own merits. Haphazard mergel
merely for the sake of large figures do not assure good banking. In the case
the merger of the Chase National Bank and the Mechanics & Metals Nation 0
Bank a great deal of careful thought and planning preceded the decision. 111
responsible officials of both institutions knew one another well before the merte'
and were sure that they could cooperate in a friendly and efficient way. 1'
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Merger has been accomplished with entire good will and with a minimum of
friction and disturbance.

It may be observed that the Chase National Bank reached the position of the
second largest national bank in the country in volume of net deposits without
any mergers at all. Attaining great size through growth alone, it was able to
develop a body of traditions, ideals, and practices which give it a distinctive
Character. The mergers which have since taken place have made it possible for us
to give larger lines of credit to great business organizations, have made possible
the more economical handling of many functions, and have broadened the range
Of our activities, but they have not destroyed the distinctive character of the
Chase National Bank."

BIGGER CUSTOMERS AND BIGGER BANKS

One of the important considerations making for. the consolidation of banks has
been the recent great growth in size of American business corporations, customers
of the banks. The banks must be big enough to meet the needs of their custom-
ers• But this argument can not be applied throughout without careful con-
sideration of the individual case. Just how big do the banks need to be to take
a,are of their customers? Precisely how much have their customers grown?
An.answer can not be given for the country at large. It must rest on a study
of individual cases, and individual communities and regions.
Undoubtedly unit banking has been carried to uneconomic extremes in a good

ar!aoy rural regions. Undoubtedly there are too many small banks struggling
along with such small earnings that they can not pay the salaries required for
adequately trained bankers. Undoubtedly many rural communities would be
better served by fewer and bigger banks. Undoubtedly, too, the development
of the automobile and hard roads has made unnecessary the existence of a good
Many very small banks which formerly were quite necessary for a local community.

THE HOLDING COMPANY IN STRICKEN RURAL REGIONS

Further, there are great regions where, as a consequence of the unfortunate
Position of agriculture since 1920, so many small banks have gone under that
Public confidence in banks has been undermined. A well managed holding
l:11npany, organized by powerful city banks, owning the stock of rural banks

in such a region, may restore the impaired prestige of the country banks, lead
their local customers to trust them fully and use them freely and build up their
aePosits once more, and restore sound credit to a distressed agricultural region.
nut the problem is not one for sweeping generalization. It is a problem that
requires the careful study of individual cases.

HOLDING COMPANIES VERSUS MERGERS

I think that the propositions involved in Mr. Wiggin's discussion of mergers
Dply with even greater force to chain banking and bank holding companies.
.1:he merger, with branch banking, is a much more satisfactory form of consolida-
tIon from the standpoint of the problems of personnel and control and the center-
ing of responsibility, than holding companies and chains of banks. The latter
rornis of consolidation, however, are often possible where merger with branch
nal.iking is impossible for legal reasons, and it is this less satisfactory form of con-
eolidation that is being most widely employed of late, the supposition being in
many cases that it is in anticipation of a change in the law which will make real
Mergers, with branch banking, possible at a later data. A real question arises. as
tO the desirability of putting American banking into a halfway house awaiting
a change in the law which may not come.

THE ARGUMENT FROM BANK FAILURES

One of the most used arguments offered for consolidation movements in rural
regions is the large number of failures of rural banks since the crisis of 1920. A
good many rural banks have gone under simply because the local community as
a whole went under in the great collapse of land values and agricultural coin-
rnodity prices. The figures were swollen, moreover, by the failure of a large
4mber of very inadequately capitalized banks, the laws of certain States per-
nutting banks to be organized with a capital of $10,000 in small places. There is
nee<.:1 for reform in the banking laws to make sure that all banks have adequate
Capital, and that all banks are large enough so that they can afford to employ
alen with real banking training.
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Commenting on these failures, Mr. Rudolph S. Hecht, president of the Hibernia
Bank & Trust Co. of New Orleans, very properly remarks:
"However, neither chain nor branch banking is necessarily a panacea for such

conditions. Overexpansion and frozen credits can occur under one system as well
as another. This is best illustrated by the fact that within the same period
covered by the above statistics we had failures such as the Bankers Trust Co.
chain of Atlanta, which a few years ago caused 83 apparently independent hanks
in two States to close their doors within 48 hours, the failure of the Home Bank
of Canada with 78 branches, and the practical failure and forced absorption of the
Merchants Bank of Canada with 400 branches."
To Mr. Hecht's American and Canadian illustrations it would be easy to add

illustrations from Europe, including the failure of a great bank with branches. 111
Denmark (mitigated by the action of the Danish Government in guaranteeing
its future obligations and continuing its activities), and the very disastrous
collapse of the Banca di Sconto in Italy, with its numerous branches scattered
throughout that country. We have seen also the failure of the great Banque
Industrielle de Chine in China, and of several great banks with numerous branches
in Japan, the latter mitigated by the Government's powerful aid. I agree
thoroughly with Mr. Hecht's further proposition that:
"After all, good banking is not a matter of size. A properly conducted hinall

country bank can be as safe as a large city institution with many branches.
Success in the banking field depends on good management, whether the unit be
large or small. It can not be denied, of course, that larger institutions can and
usually do employ more capable men with greater experience and sounder judg-
ment than can the average small unit bank. They also have on the whole better
facilities for standardizing their business, keeping themselves properly informed,
and thus escaping many losses resulting from actual operations as well as frora
poor credits.
"However, we have reached a point in our profession where most of the 116.-

ficiencies of the small town bankers can be supplied, not necessarily by niaking
any fundamental changes in our banking system or by giving up any of the unit

bankers' independence, but merely by bringing about a better spirit of coopera-
tion and mutual helpfulness."

BRANCH BANKING VERSUS CORRESPONDENT RELATIONS

A central point in this cooperation and mutual helpfulness to which Mr. Hecht
refers is, of course, the relations between the small banks in interior places and
their great city correspondent banks. The small bank can not afford a great
credit department, but from its city correspondent it can and does get abundant
and adequate credit information. The small bank may not trust its own judg-
ment in the purchase of securities, but the full resources of its city corresponden;
are at its disposal in this connection. Through its city correspondent it can an°
does diversify its assets, purchasing safe open market commercial paper or bankers

acceptances or obtaining other liquid assets.
One of the supposed advantages of country-wide branch banking is the facilit'Y

with which funds can flow from regions where they are excessive to regions
where they are needed. The head office, finding funds piling up in excess of
local need in one part of the country, can transfer them to other parts of the

country where borrowing demand is heavy. But it is an old story in America°
banking that precisely this same flow of funds takes place through our systeni
of correspondent banking. Rural banks send excess funds to the money centers

during their dull seasons, and during the period of their peak need for funds

they borrow in the money centers.

BRANCH BANKING AND LOCAL INTERESTS

One difference, however, between the foreign practice of country-wide branch
banking and the American system of unit banking is that the decision as to
when and where funds shall flow is not made merely in the head office in the

ofinancial center, but rather is a matter of negotiation between principals in win 
an authoritative voice speaks for the interests of the local community. VerY
much is to be said for the argument of the country banker in opposition to the,
consolidation movement that he, the man on the ground, with his heart an°
his interests in the local community, can consider the interests of the local com-

munity more zealously and more expertly than a branch of an institution with

headquarters in a distant great city could do. This is not always true. The
local branch might be manned by abler bankers than those who man the inde"
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pendent local bank. A capable branch manager might persuade the head office
send larger funds than the head office would lend to the local independent

oank.
The experience of various foreign countries with respect to this matter gives

la3 no universal answer to the question of how well branch banking serves local
,aommunities. In some cases country-wide branch banking has drawn in funds
Irom. the Provinces to be employed primarily in the financial center, or to be
1,18ed in making foreign loans. In other countries country-wide branch banking
!'as increased the funds at the disposal of the local communities. But the desire
tor local independence in financial matters is one that appeals strongly to the
Arnerican public, and the desire to be the head of an independent bank is one
cherished by many thousands of American bankers. It is not certain that the
oanking profession would draw to itself as high a percentage of our capable
Inen as it now does if we made a revolutionary change in our system.

THE AMERICAN SYSTEM OF DIFFUSION OF RISKS

_ One further point with respect to the difference between American and foreign
Vatems is to be considered in connection with the question of how big American
spanks need to be to take adequate care of American businesses. The American
1YBtem of commercial banking emphasizes the diffusion of risks. Commercial
'_aan!i, including loans to manufacturers, are normally short loans, and "lines of
P'edit" are normally reviewed once a year. It is a general practice, moreover,
:_or businesses of any size to carry accounts with several banks and even with
oanks in several cities, and to have lines of credit and borrowing relations with
18)everal banks: This makes for diffusion of risks, and for greater liquidity of
anks assets. It makes business freer from bank domination, and banks freer
'1,rorn business domination. The tendency in foreign countries, on the other

where a few large banks with branches control the bankingifield, s for most
,",osinesses, excluding sometimes the very largest, to have only one bank, and for
itoe bank and the business to be tied together very closely. The business is not
dependent of the bank and very often the bank is not independent of the busi-

t̀Tsa. The American banking practice of "cleaning up once a year," under which
t!'e borrower is expected to be out of debt to each bank for at least a part of the

does not obtain to anything like the same extent in these foreign countries.
eine bank very often can not be paid in full without bringing the business toa

i080. Is it desired by those who urge that banks must be very much larger n
"rder to take adequate care of their customers, that we shall abandon the American

P
raetice of short loans and diffusion of risks and go over to the practice of each

suiess dealing only with one bank? The matter merits consideration before a
"eision is made.

BANKING CONCENTRATION AND ECONOMIC FLEXIBILITY

There is a further related point upon which my own mind is quite clear. It is
definitely not desirable that consolidations should go so far in the United States

to make it possible for concerted action by the banks to stop a necessary
5Plidation and to carry over stale positions for protracted periods. In thee
(„1-,Isis of 1920-21, our many thousands of independent banks, by cooperative

rt and by resort to the aid of the Federal reserve banks, were able to prevent
t"iI(' crisis from degenerating into a panic, and were able to go through the liquida-
i; °4 in an orderly manner. But they were quite unable to prevent the necessary
,LqUidation. In a surprisingly short time we "cleaned up" the weak spots,
't_adjusted prices and costs, absorbed our losses, brought liabilities into reason-
al,ole. relation to assets, and got ready for the next upward move in business. The
s'toRmess tide turned in the third quarter of 1921, and the year 1922 was a year of

nig recovery. In Japan, on the other hand, concerted action by a few great
thIcs, a few great industries, and the Japanese Government, choked off the crisis
"1 the liquidation early in 1920, and the stale position, unliquidated, was carried

(t),'''r, despite a partial liquidation at the time of the earthquake ill 1923, until
s',1e great crisis in 1927, when some great banks went under. Japan endured

years of business stagnation in the vain effort to avert losses which our

o s,tem of banking compelled us to take in 1920 and 1921. And Japan is not the

tialY country where banking concentration has unduly delayed necessary liquida-

t aa.• When many thousands of independent banks must independently meet
heir obligations at the clearing house every day, it is impossible to carry economic,„ 
"fistakes anything like so far as is possible when only a few great banks dominate

100136-31—vol. 2 Fr 14-6
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the picture. In the interest of the flexibility of our economic life, we must pre
serve vigorous competition both in banking and in business, and we must have I
large number of independent units in order to assure this.

In conclusion, it has not been my purpose in this discussion to arrive at.'
definite verdict as to what is desirable in the future of American banking. It
my purpose rather to urge that the matter be not hastily settled. Each individna
case must be studied on its merits. The distinction must be made betweet
'consolidations which are called for by the technical banking situation, and tho(!(
that occur because it happens to be "the fashion of the day," or because it 11
easy to market new securities in a period of speculation. Obviously, too, thi
character and the caliber of the men who are making the consolidations are ol
crucial importance, and in this connection it is important to remember that th(
brilliant, able, and upright promoter is not necessarily a capable administrator.

BRANCH BANKING THROUGHOUT FEDERAL RESERVE DISTRICTS I

(By Benjamin M. Anderson, jr., Ph.D., economist of The Chase National Banli
of the city of New York, May 8, 1930)

A REVOLUTIONARY PROPOSAL

The Committee on Banking and Currency of the House of Representatives al
Washington has been holding a highly important set of hearings on the subject
of group, chain, and branch banking. It is giving very special consideration tc
a proposal that the national bank act be amended so that national banks rnaY
have the power to extend branches throughout "trade areas" which may overlap
State lines, which may be as wide as Federal reserve districts, and which maY
even overlap Federal reserve districts in cases where a city's "trade area" run'
beyond a Federal reserve district. National banks, under this plan, would
empowered to do this whether the States consent or not. National banks locateu
in one State could invade another State whose laws prohibit branches of baI1k.
chartered elsewhere. The primary purpose of this proposal is to arrest the fair
ures among small banks in country districts. A secondary purpose is to give the
national bank charter such an advantage over State bank charters that the no'
tional banking system will grow at the expense of State banking systems. The
theory of "parity" between State and national banks is definitely abandoned,
and the purpose is to give national banks a definite and great advantage over
State banks.
The main emphasis is placed upon the arrest of bank failures. During the

9-year period June 30, 1920, to July 1, 1929, about 5,000 banks, nearly all of
them in agricultural communities, closed their doors and tied up deposits of ar
proximately $1,500,000,000. (The average of deposits is thus very small for
these failed banks, being only $300,000.) The figures for the year 1929 show 0°
decline in the rate of failures among these small banks.
The proponents of this widespread extension of branch banking outside the

city of the head office apparently intend to make use of the recent rapid develor
ments of group and chain banking, by adopting legislation to permit the grouP°
and chains to transform themselves into branch systems.

With much sympathy for the main purpose which lies behind these proposals,
sincere proposals made by able men who undoubtedly have the good of the country
bank at heart and who undoubtedly have a great deal of knowledge of countrY
bank conditions, I am, none the less, obliged to disagree radically both as t9,
their diagnosis and as to their prescription. The causes of the failures of 801.0
country bank, are to be found in special circumstances which have little to do it
the general question of chain, group, and branch banking versus unit banking'
And the remedy proposed would toucn and nelp very few of the existing countrY
banks which are in a weekend condition.
We do not need to make a revolution in the general banking system of the

United States because of conditions in small banks in stricken agricultural
regions. Other, much more moderate, proposals may be made which would be
much more effective from the standpoint of the goal aimed at.

I An address delivered before the North Carolina Bankers' Association at Pinehurst, N. C., on the Mori).
ing of Thursday, May 8, 1930.
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THE EXISTING CHAIN, GROUP, AND BRANCH BANKING MOVEMENT LEAVES OUT THE
SMALL BANK

At the end of 1929 there were in the United States 24,645 banks and 3,547
branches, or a total of 28,192 banking offices. Of this total of banking offices
there were 6,353 banks and branches that belonged to branch banking systems
?Ind chain or group banking systems or to both. This leaves 21,839 banking
Institutions that are definitely "independent unit banks." The overwhelming
number of our banks is thus outside of chain-bank, group-bank or branch-bank
SYstems. On the other hand, on the same date, the branch, chain, and group
banking systems had total loans and investments of approximately $30,000,000-
000, leaving $28,500,000,000 of loans and investments for the 22,000 independent
unit banks.
This figure, $30,000,000,000, however, gives a very exaggerated picture of the

extent to which the movement has gone. From the standpoint of the question
In hand, we may take out the many billions represented by the great New York
banks whose branches are all within the city of New York or else in foreign coun-
tries, and the bulk of whose loans and investments are in any case not in branches
but in the head offices. A similar reduction can be made for a number of other
Important cities. Of the banks that belong to chains or groups, but operate no
branches, there were on this date 1,984, with total loans and investments of
$4,913,000,000, the average of loans and investments being about $2,500,000. In
addition there were 119 banks, belonging to chains or groups, that operate
branches, with total loans and investments of $6,264,000,000, or an average of
$52,600,000 per bank.

These figures show the immense disparity in average size between the banks
that have gone into chains and groups, and the small country banks that have
been failing, with average deposits of $300,000. The existing chain and group
bank movement is primarily a movement which is bringing relatively large banks
together. In exceptional cases, it is including some of the small banks which the
legislative proposals are designed to help. Even in these cases, it is not taking in
those that are weak and failing. I should not know how to draw a constitutional
legislative proposal which would compel good bankers to absorb weak and failing
banks. Further, from the standpoint of what is administratively possible, the
Managers of a great group-bank system can contemplate with some equanimity
the absorption of $60,000,000 of banking resources in a dozen well organized
banks in sizeable cities, when they would very properly shrink from the task of
taking over sixty millions of banking resources scattered among 200 banks in very
entail towns.

THE SIZE OF THE FAILED BANKS

Over 40 per cent of the failed banks were situated in towns and villages having
Population of less than 500 persons. Over 60 per cent were in towns of 1,000

People or less; 80 per cent were in towns of 2,500 people or less; 92 per cent of the
failures were in places having less than 10,000 people. Of the remaining 8 per
Cent of the failures, a high percentage was in very small banks in larger places.
From the standpoint of capitalization, 63 per cent of the failure were among

banks having $25,000 capital or less; 71 per cent were in banks having less than
$50,000 capital, and 88 per cent among banks having less than $100,000 capital.
During the past nine years there were no failures at all of banks having capital

of two millions or more, and there were only four failure among banks having over
one million capita1.2

Practically, it may be said that for cities of 10,000 or more people, and that for
banks with $100,000 capital or more, there has been no problem of sufficient
Magnitude to justify extraordinary concern, or to call for more than local atten-
tion,
, Certainly there is nothing in the experience of the past nine years, as revealed
In the foregoing figures, to justify a legislative revolution in our banking situation,
or to justify the creation of giant branch-banking systems, with enormous capital,
ranging over "trade areas" which may equal or even exceed Federal reserve
districts in size. Much more moderate measures would apparently be indicated.

THE CAUSES OF BANK FAILURES IN THE PAST NINE YEARS

The first and foremost cause of the large number of bank failures since 1920
la the great boom in agricultural prices and land values before 1920, the collapse

3 Branch, Chain and Group Banking, hearings before the Committee on Banking and Currency, II. R.,
'930, Vol. 1, pt. 1, pp. 11-12.
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of agricultural prices and land values following 1920, and the adverse conditions
in agricultural communities which have since continued. The second great

cause is real estate speculation in the period since 1920, in certain important
sections of the country, notably Florida and some adjacent States.

This is strikingly evidenced by the geographical distribution of the failures,
which are largely centered in four Southeastern States, namely, Florida (123
failures), Georgia (305 failures), South Carolina (191 failures), North Carolina
(110 failures), and in a second group of agricultural States, namely, Minnesota
(378 failures), Iowa (467 failures), Missouri (246 failures), North Dakota (444
failures), South Dakota (315 failures), Nebraska (307 failures), Kansas (194

failures), Montana (191 failures), Oklahoma (227 failures,) Texas (217 failures).
During this same period, all of New England had only 26 failures. New or

had only 12 failures, and Ohio had only 36. New Jersey had none at all. The
failures were concentrated, in other words, in the regions which had been most
affected by the agricultural boom and collapse, and by the real-estate specula-
tion in Florida and adjacent States. This concentration of the problem in special
areas again would raise the question as to whether Federal legislation, affecting
banks all over the country, is called for, or whether—in so far as the matter calls
for banking legislation at all—it is not a matter for the States most concerned,
with such concurrent legislation on the part of the Federal Government as would
permit national banks to have the same branch-banking rights that State institu-
tions have in these States.
From the standpoint of the contrast between our unit-banking system and the

system of branch banking, it may. be observed that the same grave sequence of
events, namely, the war, the boom of 1919-20 and the collapse of 1920-21, which
undetermined so many of our small agricultural banks, also undermined great
branch-banking systems in many _parts of the world. These include a great
bank in Denmark, a great bank in Canada with 400 branches, the Banque 

Industrielle de Chine in China, with its widespread branches and its power of note
issue, and the Banca di Sconto in Italy, with branches spread all over that country.
More recent troubles of the same sort, deferred consequences of the same causes,
have occurred in Japan and Austria. An incomplete record shows, also, for the
United States, that 226 banks, with deposits of $102,000,000, belonging to chain
systems, failed during the period we are considering.3 And it is further to be
observed that in all these American agricultural States the great bulk of the unit
banks, measured in resources, survived the shock, and that in every State the
majority of the unit banks in number stood intact.
The situation was very greatly aggravated in many of these States by the

excessive number of very small banks. "No community can possibly provide
adequate resources, competent officers, and experienced directors for one bank to
every 750 of its inhabitants as in North Dakota, or to 1,400 as in Iowa. And the
situation in these States was not exceptional; on the contrary, an excessive num-
ber of banks have been established throughout those sections of the country that
are mainly devoted to agriculture." 4
New Jersey's total immunity from bank failures in the past nine years is probablY

due in part to the fact that New Jersey's banking authorities are not over-readY
to grant charters to new banks, unless there is real evidence that a new bank is
needed, and that the Federal Comptroller is influenced by the State policy when
granting national bank charters in that State.
The situation was complicated further for many small country banks by the

withdrawal of an important source of revenue which they had formerly enjoyed,
namely, the making of exchange charges on checks drawn against them for which
remittance was expected in another place. Their checks, when presented over
their counters, they paid at par. But when they were expected to make remittance
to other places, they very generally made a liberal (and often excessive) "ex-
change charge,' which which was an important source of revenue. The Federal reserve
system of par collection of checks has largely wiped out this source of revenue for
very small banks.

Again, the institutions chartered by the Federal Government for making mort-
gage loans reduced an important source of revenue which many of these small
banks had, in acting as intermediary in the making of mortgage loans.
At the same time these Federal farm loan agencies brought into the agricultural

3ommunities an unaccustomed volume of funds which were deposited with the
local banks at high rates of interest, and which the local banker felt obliged to

Hearings, Vol. I, pt. 4, p. 457.
Recent Economic Changes, Vol. II, p. 695.
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Is reemploy at high rates of interest. Many a small-town banker, who was a good
banker when his loanable resources were somewhat less than the borrowing de-
finds of his good customers, and who could make good loans when he could dis-
criminate among competing borrowers, found himself to be a very poor banker

iI When he faced the unaccustomed problem of employing surplus funds. He was
i not trained for that.
Z . It may be added that the well-meant efforts of the Federal Government to
ss tbaprove the condition of agriculture by multiplying the facilities of agricultural
4 Credit have had as their main result a great and excessive increase in the mortgage
4 debt of agriculture, without a commensurate increase in the productiveness of
1, agriculture, and with a consequent narrowing of the margin of free income and
k the percentage margin of equity in land, on the basis of which the farmer could
es ask his banker for credit.
t Very especially has the position of the very small bank in villages been weakened

by the coming of hard roads and automobiles, which, in many places, have largely
01 destroyed the usefulness of the small local village, doing away with the local
F Plerchant, the local mill, and the local church, as well as the local banker, making
SI a possible for the people to do their business and seek their social life in the county

seat and nearby larger cities. Industrial consolidations, moreover, even where
leaving local factories in small places, have very often taken away the banking
business which the local factory gave to the local banker, and concentrated it in
larger places. The growth of chain stores has had a similar effect. The very
small bank has had a difficult time in recent years, and the marvelous thing is,
not that so many have gone under, but rather that such an enormous number
have stood, and have even prospered, despite these adverse tendencies.

DIVERSIFICATION OF RESOURCES THROUGH CORRESPONDENT BANKS

One cause assigned for the failures of many small banks is that they have been
Unable to diversify their resources because located in a 1-crop district, whereas
a great bank with branches stretching over a whole Federal-reserve district could
accomplish this diversification. It is true that many small banks have failed
through lack of diversification of their resources, but it is also true that the
rlajority of small banks in the same communities have survived because they have
diversified their resources. They have accomplished this diversification by means
of their correspondent relations with great banks in great cities. They have
refrained from putting all of their resources into local loans, and have placed
Part of them, through their correspondent bank, into open market commercial
Paper, or readily marketable bonds, or call loans on the stock exchange, or ac-
ptances, and deposit balances with their correspondent bank to build up a
borrowing equity." When times of stress have come, they have thus had second-

ary reserves, and they have been able to borrow from their correspondent banks
sums needed to tide them over seasonal needs and emergencies. Good banking
and diversification of banking resources is perfectly possible for a small bank in
a 1-crop community. We do not need branch banking either for the purpose of
securing diversification or for the purpose of bringing about a seasonal flow of
fUnds from region to region. The system of correspondent banking relations has
accomplished this for many decades, and good bankers everywhere know how
te do it.

THE REMEDIES

I see nothing in ail of this to call for a radical change in Federal laws regarding
branch banking. The problems do not extend throughout the United States.
They are centered in particular States. The problems do not relate to institutions
of sufficient size to be beyond the power of each State to deal with for itself.

Radical changes in the banking legislation of a good many States are undoubt-
edly indicated. The minimum capital required for banking in many States is far
too small. There ought to be sweeping consolidation movements among the
smallest banks in many States. Many villages which now have two or three
struggling banks would be much better served by one strong bank State legis-
lation giving the State banking authorities power to guide, and even to compel
this in their discretion, would be very desirable in certain States.
A limited extension of branch banking by State law would probably help the

situation in a good many States. The national bank act should be amended so
ae to permit National banks to do in this connecticn what the different States
allow their State banks to do.



1862 BRANCH, CHAIN, AND GROUP BANKING

County-wide branch banking, branch banking in groups of counties, even, in
some cases, State-wide branch banking, or branch banking centering about three
or four main cities of the State, ought, in certain States, to be permitted and
encouraged. There may even be one or two cases where a State will feel itself
so much in need of outside banking capital that it will welcome the branches of
powerful banks whose head offices are in other States.
Mr. Platt, of the Federal Reserve Board, has made moderate proposals along

the line of county-wide branch banking, having especially in mind the very small
country banks, which deserve very careful study. Ambassador Charles G. Dawes,
when Comptroller of the Currency, in his annual report for the year 1898, recom-
mended that branch banking be authorized in communities of less than two
thousand inhabitants, since many of such communities were not able to support
independent banks. Many such villages would undoubtedly he better served
by inexpensive offices of strong banks, whose head offices are in nearby count),
seats than they are by their local independent unit banks which are not making
profits and which must charge very high rates for the limited local loans they are
able to make.

It is probable that legislation along this line, authorizing banks in larger cities
to establish branches in outside communities with ten thousand or less inhabitants,
or even with five thousand or less, would accomplish virtually everything, with
respect to the prevention of small bank failures, that branch banking could in anY
case accomplish. At the same time it would avoid the grave evils that would come
from the sudden revolution in our general banking system, and from the destruc-
tion of local financial independence, that the larger program now under considera-
tion would involve.

Further, such a limitation would concentrate upon the communities most in
need of help the attention of the bankers who are in favor of such developments,
but who would be hunting bigger game in larger cities if the whole field were
thrown open. Such legislation ought to be drawn in such terms as will encourage
the organizers of branch-bank systems to take over the existing banks, and to dis-
courage the starting of new branch offices in places where such action would merelY
increase the difficulties of existing small banks. Permission to establish such new
branches, competing with existing banks, ought not to be automatic, but should
involve some "certificate of convenience and necessity," to be issued by the
authorities only after hearings.
But the problem differs greatly in different States. The different State

bankers' associations should take it up and they should carry their proposed legis-
lation to their State capitals, rather than to Washington. The one piece of legis-
lation needed at Washington would seem to be that the national banks be allowed

to have branches in a given State on the same terms that the State banks and trust
companies in that State are allowed to have them.

STATE LINES AND LOCAL FINANCIAL INDEPENDENCE

We are moving much too fast and too far in the direction of centralization. If
an evil arises, we rush to Washington for a remedy which, even if a good remedY
for part of the country, is often ill adapted to the special needs of other parts.
of the country, and which, if a bad remedy, makes another nationwide evil. 1,,D
is far better that we should use the machinery of our 48 States for social 800
economic experiments. If they work well, other States may adopt them. I`
they work well in part, other States may modify them in adopting them. If the
new measures are good for some States and had for others, those that find thein
good may use them. If the remedies are definitely bad, as guaranty of bank

deposits proved to be, we develop the fact by a relatively small scale experiment,
and the country as a whole is saved. There is, for example, little danger of
Federal legislation for the guaranty of bank deposits, but I should not feel 0°
sure of this if experience in Oklahoma and Nebraska and elsewhere had no
already given us an object lesson upon the point.
I should strongly oppose Federal legislation which would force upon a State,

which was unwilling to accept it the branch-bank system, and, above all, Feder.s'
legislation which would compel a State to admit the branch of a bank chartered IP
another State against its will and against its laws. Specialiats in every field,
eager to bring about widespread adoption of their remedies and reforms, are
continually going to Congress to secure congressional legislation covering mattere
which are properly matters of State concern. Congress is continually giving
attention to matters which ought to be handled piecemeal among the 48 States'
Congress is overburdened with measures of this kind, and Washington has groW°
topheavy with bureaus for administering such legislation.
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We need the States. They are a vital part of our political machinery. And
inust be content to see them make mistakes occasionally, as part of the price

Which we must pay for a proper balance between centralization and local self-
Fev.ernment. If the choice were between an infallible Congress and fallible State
Legislatures, the issue might not be so clear, but Congress can also make mistakes,
ar nd such mistakes are more serious than those made in a single State. The

he 
is not merely a banker. He is also, and first of all, a citizen. As a citizen,

!le may be permitted to attach a higher importance to the preservation of the
ilindamentals of our Federal system of government than to technical points in
banking legislation.

LOCAL INDEPENDENCE AND CORRESPONDENT RELATIONS

I believe in the general system of local financial independence. I am opposed
,t_c !laving the bankers of one city dominate the banking of another city. I
relieve that this country ought to have in every city several strong, independent
iiiiancial institutions interested in the local community, and dealing as principals

the banks of other cities, rather than acting merely as their agents. I
believe that our system of correspondent banks gives us, in general, all the
financial interdependence that we need, and that the services which the cor-
NePondent bank in a great city performs for the banker in a smaller place make
unnecessary for him to have the elaborate facilities which a great bank has.
he unit-banking system has gone to extremes with us in many States. There are

too many very small banks. But correcting this excess of the system will leave
our American banking system, I believe, far better adapted to our needs than
the European system of a few great banks with a multitude of branches, with all
Power centered in a few great financial centers.'

PARITY OF STATE AND NATIONAL BANKS

I can not sympathize with the view that it is necessary to pass unsound legisla-
tion for the purpose of giving such supremacy to the national banking system over
the e State banking systems that banks would be compelled to drop their State
Charters and take out national charters. It is now well demonstrated that the
rederal reserve system does not depend for its success and growth upon the
growth of the national banking system. Virtually all of the great State banks
are members of the Federal reserve system. Seventy-five per cent of the corn-
kercial banks of the country, measured in volume of loans and investments, are
49.embers of the Federal reserve system. The Federal reserve system can at any
,Itoe dominate the money market, which is dependent on Federal reserve credit
!.21i. a high percentage of its cash reserves. Through the Federal reserve system,
rederal supervision extends to the great bulk of the banking resources of the
country at present.
The original purpose of the national banking system was to supply a uniform

tank note issue throughout the country, and to make a market for the Civil War
'revermnent bond issues. With the Federal reserve act and the Federal reserve

14,ote, the national bank note has become a matter of relatively minor importance.laT.e is no need for artificial support of the Government bond market. The
liational banking system is important, and it is desirable to maintain it. It has
ftelPed set good banking standards throughout the country. The Federal comp-
°11' supervision and inspection of banks is better than State supervision and
ePection of banks in many States—not in all. But the State banking systems

also good systems, by and large. It is thoroughly undesirable that great
&sues of banking policy should be settled as a mere incident to a competition
oetween the State and national banking systems.

A GRAVE PRACTICAL DANGER

The adoption of the proposed Federal legislation authorizing national banks
establish branches throughout great "trade areas" which may be as wide as

'ederal reserve districts or even, in certain cases, wider, would be like the firing
..Of the starter's pistol at a race. It would initiate one of the fiercest competitive

alruggles the country has ever seen among the powerful banks in each of thestricts for supremacy throughout the district. Many hasty and ill considered
!ensolidations would be put through. Efficiency would suffer. A great read-
nistment in the relations of banks and businesses would be necessary. It would

The Chase Economic Bulletin, Vol. IX, No. 5, Bank Consolidations In a Period_of Speculation, dis-
'Wises the comparative merits of the American and European systems.
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mean competitive bidding for the stocks of the banks which would be absorb
into the great branch-bank systems. It would mean an orgy of speculation le
bank stocks. It would bring into play the vigorous activity of promoters, not

necessarily bankers or men with capacity in bank administration, who would

buy up or obtain options upon large numbers of banks with a view to selling thew
to the competing great banks.
Those of us who believe that the primary business of a banker is banking ratIrt

than bank-stock jobbing would not welcome a situation of this sort. Within
recent months a great many conderv4tive bankers have been saying that the
would dislike very much a competition of this sort, that they hope it will not be
forced upon them, but that if it is forced upon them, they will, of course, act to

protect their positions. I should think that legislative restraint, rather than
legislative encouragement, would be called for by tendencies like these.

Mr. ANDERSON. Let me say that I speak as an individual citizen
and as a professional economist. What I say will have no reference
to what Mr. Wiggin said yesterday. I had just a word with him
before he left. I asked him if he had any suggestions to make re-
garding my testimony to-day, knowing very well what he would salt
and what he said was, "Simply tell them what you think without
any reference to what I said."
In 1918 I was asked, while I was still a professor at Harvard Uni-

versity, by the Carnegie Endowment for International Peace,. te
make a study of the effects of the war on money, credit and banking,
in France and the United States; a study published by the Carne 1ø
Endowment for International Peace in 1919, The Effects of the sr
on Money, Credit and Banking in France and the United States.
In that book, written 12 years ago and published 11 years ago'

based on my study of branch banking in France primarily, I expressed
the same opinions regarding the undesirability of branch banking
this country that I shall express before you to-day.
Mr. GOLDS BOROUGH. That was before you were connected with sal

New York financial institution?
Mr. ANDERSON. It was written before I was connected with a Nevi

York financial institution. I went to the National Bank of Commerce
in the autumn of 1918. The preface to the book, when I turned the
manuscript over to the Carnegie Endowment, was dated Novembert!
1918, shortly after I went to the Bank of Commerce, but the bso
had nothing to do with it. The book was not published until 1919.
The Carnegie Endowment was slow in publishing. I am sorry I have
not a copy of that book here. It is out of print and I have only ni.Y
personal copy. It will be in the Library of Congress and the Carnegie
Endowment library in the city and will be available to the committee.
The CHAIRMAN. Would you care to make any reference to it, Pei

briefly?
Mr. ANDERSON. I want to say some things about foreign brand)

banking, because I have had occasion to study branch banking in ,11,
number of foreign countries, without finding any foreign bran"
banking system that I want to recommend to the United StatAr'
There are many good systems, many systems well adapted to the
foreign countries. Almost any system will work well if your banker°
are used to it, if the laws of the land are adjusted to it, if your bankere
are able men, and business habits are adjusted to it.
No system is going to work well if you suddenly transplant it fro°

one place to another. Banking is a part of the organic life of the
community and it has got to fit the rest of the scheme.
I want to speak about several possibilities. In France before tir

war, branch banking meant very largely that the branch offices cliv
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Side of Paris were bond houses, collecting the deposits of people and
then when the deposits got up to rather a good size, the central office
Would put out a bond issue or a security issue and the people would
take those. They lent very little to the local communities. They
collected funds from local communities for the purchase of securities.
...The situation has changed a good deal in France since the war.
„many of the statements made in this study would not be true of
r ranee to-day. The securities that they sold then were not very good
,socurities as it turned out; Russian loans, Bulgarian loans, Turkish
loans. Quite a tragedy for France came out of that.
Branch banking can work that way; instead of putting money into

the local communities, it can take it out.
In Canada they tell me it works the other way, and that the man-

Hne the eastern provinces complain that too much money
la taken away from the east to put into the west. There is no general
role about it.
But the assumption that branch banking will bring more money

!,0 the local community is not borne out by the facts of foreign branch
banking. It has done so and it has not done so.
Now, I want to say something about another problem that grows

out of branch banking away from the head office, away from the city
Of the head office, or branch banking systems in general.
How are you going to adapt the banking facilities to the needs of

the community?
Mr. GOLDSBOROUGH. Before you go into that, have you any infor-

Illation you can give us of how it works in England?
Mr. ANDERSON. I am coming to that with reference to this point.
Mr. GOLDSBOROUGH. I beg your pardon.
Mr. ANDERSON. How are you going to adapt the number of offices,

the number of paying tellers' windows, and so forth, the facilities, to
the needs of the community?
, When the thing is done locally it is at least locally studied and
accisions made locally. Sometimes they overdo it. They have
overdone it in North Dakota and they have overdone it in Iowa and
it great many rural communities in this country; too many little banks
Iv here fewer and bigger banks would have been more useful and would
9ave survived. But I think we have done it better in this country,
ludging it from an American angle, than many foreign countries
aiive done it.
, In Holland there was, in 1919-20, competition between two great
panking institutions that filled the villages with branches, unprofitable
°ranches. They had to pull up, close them out, in a good many
eases.
Here is the picture in England. In London, you go about the

ttreets; there is a bank office on every corner, almost. You go into a
uranch. You are often the only man there, the only customer
there. You go in to cash a check under a letter of credit and the officer

the bank has got lots of time to talk to you. He is glad to see you.
41,e is a little bored. I do not mean that that is true of all of them, but
°f a lot of them. I think they have too many there. I think it is
aot profitable. I think it involves needless overhead.
. What about it in the provinces? I will give you some illustrations
la the provinces.
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For your records, Mr. Chairman, I will give you an unsatisfact011
document as to form, but fairly satisfactory as to the information;
Having to prepare this in great haste, I simply had sheets torn out of
the British Bankers Almanac and Year Book (published by Thomas
Skinner 84 Co., London), giving the locations of the banks throughout
Great Britain and Ireland. Then I had some clerks get me the popil'
lations of the cities and towns as far as possible. They worked
rapidly and their population figures may not be exactly right in soine
places. The population figures are written on the margin and in
pencil.
I have not gone through it all myself, but here are some samples.

Abbots Langley, a town of 3,400 people. Here are the complete
banking accommodations of Abbots Langley: Barclays Bank, (Ltd.),
open on Thursday, Lloyds Bank (Ltd.), open on Thursday. There
are the banking accommodations of this town of 3,400 people.
Mr. STRONG. Open one day in the week?
Mr. ANDERSON. One day in the week; yes, sir.
Mr. STRONG. If anybody wants to do any business with the bank

on any other day, he finds on the door, "We have gone fishing."
Mr. ANDERSON. They have not gone fishing.
Mr. STRONG. But there are no accommodations?
Mr. ANDERSON. They have gone to another town. There is a

crew of bankers. They work six days in the week; sometimes in one
town, sometimes in another town.
Mr. STRONG. They go around from one town to the other?
MT. ANDERSON. Yes, sir.
Mr. STRONG. If a man wants banking accommodations, he wait°

until they get back? 1
MT. ANDERSON. Yes.
Mr. STRONG. Fine!
Mr. ANDERSON. Almondsbury; this is in Gloucester. Twenty-two

hundred people. The National Provincial Bank is open on Friday..
Abertillery, 22,000 people. That is what the figures on my marg01

show and I raise a question as to whether that figure is right, because
it looks incredible. I should like to have your committee, if you are
interested in this, have an independent check made of these populatioe
figures. They were hastily got by clerks, working under time pr'
sure. [A later checking with Hammond's World Atlas shows the
population of Abertillery to be 38,805. It is in Monmouthshire,
England, near the border of Wales.]
MT. SIEBERLING. I would like to have you give us the proximitf

to larger towns where they can get banking facilities all the time.
Mr. ANDERSON. I regret I can not.
Mr. SEIBERLING. You can see that is important.
Mr. ANDERSON. It is, and if I had had time, I would "do it.
Barclays, Lloyds, Midland, and National Provincial, open Ofl

Monday..
Mr. STRONG. In a a town of 22,000?
Mr. ANDERSON. I say, the thing is so startling, I want you to make

an independent check of the population figures there.
Mr. STRONG. If it were 2,200, it would be an outrage.
Mr. ANDERSON. Acworth, 3,400, two branches of Barclay's Bank

and one of the Midland Bank, Tuesday and Friday.
You can see I have not gone through the "A's" yet.

1
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Acomb, 2,800; Barclay's Bank, Midland Bank, Tuesday and Sat-
urday.
Anstrey, 2,600 people; National Provincial and Westminster

Banks, Monday, Wednesday, and Friday. It has good facilities,
three days a week.

Arlesey, 2,300 people; Barclays on Thursday.
Bradninch, 2,000 people; Lloyds on Thursday, Midland on Thurs-

day.
Here is an Irish town, Carrick Fergus, 4,208 people; Tuesdays and

fair days, the Belfast Banking Co.
Chalford, 2,980 people; Lloyds on Thursday.
Chasetown, 5,188; Midland on Tuesday, Thursday, and Saturday.
I have just gone down through my "C's." I will not go through

the alphabet with you.
Mr. STRONG. That will be in the record?
Mr. ANDERSON. Here is the alphabetical list, which I have already

,sUbmitted for the record, with the towns of England, Ireland, and
Scotland, with the population indicated in some cases.
Before I leave that, let me say another thing. Here are some

Lrery little places that have something. Here is Allonby, 450; the
Midland Bank (Ltd.), Tuesday, October to June, and Tuesday and
Thursday, July to September.
There are some very small ones that have something that probably

Would not have anything if it were not for the branch banking system.
think we may learn something from that.
I think that branch banking perhaps centered about a county seat,

With little offices in small places that could not afford independent
banks, is worth studying.
Mr. STRONG. But the main benefit there would be those little

Window stations, to collect the accumulations of the people and take
them to the main bank. They could not do much of any other kind
of banking business for the people.
Mr. ANDERSON. They make loans there.
Mr. STRONG. But a man who wanted to make a loan would have

to wait until the next week or the next season.
Mr. ANDERSON. Well, an Englishman can do that. An Englishman

Works methodically and looks ahead and plans a long time and proba-
bly talks over the question whether he wants that loan, for a month
before he applies for it. Our rapid-fire methods they do not use.
Mr. STRONG. Anybody in this country who wants to borrow money

for a specific purpose does not want to wait until next week or next
Inonth to know whether or not he can get the accommodation.
Mr. ANDERSON. I do not question the goodness of this system for
ngland. I ask you if you want it here; that is all.
In Germany, at the present moment, as a result of the merger of

two great banks with nation-wide branches—every community prac-
tically in Germany is being affected—they are closing down, con-
solidating these branches, reducing the number. It is making a differ-
ence all over Germany. It is making merchants shift their banking
connections all over Germany. Customers are changing.
The effects of a merger in New York are in New York, in the

institutions affected. The effects of a merger, if you have a great
branch banking system, run all over the country. Anything of that
sort has wide ramifications.
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I believe in the banking profession from a good many points of
view. I have known bankers in many countries. I have known
them in many parts of the United States. The banker, by virtue of
his education in his business, the education that comes just from the
work he does, tends to take a broader point of view than the man in
most other lines of business, not because he is a better man, but just
because his work educates him. He has got to look at all the interests
in the community. Everybody deals with him. His prosperity de-
pends upon the prosperity of the community as a whole. He does
not want feverish development here at the expense of some other
part of the situation. He gets to be a very good adviser. As be,
talks with people and customers come in and tell him things and
talk over things with him, he gets a generalized picture of business,
not knowing as much about business A as the man in business A
knows, but knowing the philosophy of business. A man in the
textile trade comes in who has a problem; well, somebody else in
steel had a similar problem and the banker knows about that, knows
how it was solved and he has an idea to pass over to the textile man.
I do not want to see good bankers disappear from the smaller com-

munities. I think that it is a good thing to have strong, trained,
independent bankers, interested in the local community, stay in the
local community. As I have traveled about meeting bankers in this
country, meeting bankers in Europe—there are extraordinarily able
bankers in the financial centers of Europe, but you go into the
branches away from the head office, and you do not find bankers of the
caliber that you find in cities of the same size in the United States,
where they are independent men handling their problems as masters
of their own banks.
I believe that the country would lose a very important influence

making for good business, for initiative, for business education, not
right away but in the course of time, if we change from the general
system of unit banking to the general system of branch banking awaY
from the city of your head office.
Mr. Chairman, I do no twant to take very much time in making

my statement. I would rather have the committee have all the tune
it wants to ask questions. May I ask how many members of the com-
mittee have read this speech that I made in North Carolina?
The CHAIRMAN. I think a number of them have seen it.
Mr. ANDERSON. Perhaps I had better make a summary of some of

the main points. For the benefit of my friend, Mr. Seiberling
Mr. BRAND. I think he has read your speech. He stepped out

just for a moment.
Mr. ANDERSON. He has evidently read it. He raised the question

about my first heading, "A Revolutionary Proposal." That is
short way of saying, "A proposal of fundamental change." I die
not mean it as an epithet.
I have a great admiration for the comptroller, a great admiration

and affection for Governor Young. I have not known the comptroller
long; I had not had the pleasure of meeting him personally until
yesterday. But my feeling about the thing is this: The governor,
the comptroller, and others who have presented the proposal for
branch banking here have done it sincerely, based on knowledge,
based on study, in the interests of the country.

4
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I think that I have some ideas which also in the interest of the
country ought to be presented on the other side.
The question of personal opposition is not there at all. They are

our friends; we are their friends. But in the controversy, in the
Presentation by fair men of opposing points of view, the truth comes
out, and it is just in that spirit that I have taken a citizen's right to
oPpose their position.
Mr. SEIBERLING. Were you explaining, while I was away, your

statement with reference to a revolutionary change?
Mr. ANDERSON. I am going to give it a new phrase that I think

You will not object to. I will withdraw "revolutionary proposal."
I will call it, "A proposal of fundamental change," and I will make
the same point with reference to it, that a proposal of fundamental
Change calls for much stronger argument that a proposal for minor
amendment, and it ought to be much more carefully considered.
I was just explaining that I had no disposition to say anything

Offensive to my good friend, Governor Young, or to the comptroller,
for whom I have great admiration.
I make the point here that the existing movement toward group

banking and branch banking leaves out the little banks, the micro-
scopic bank almost, the bank of $300,000 deposits on the average,
Which has been failing. That is the average size of the failed banks
in the last nine years. These group banking and branch banking
Plans handled by able and intelligent bankers, who must take care
of their stockholders' and depositors' money, call for good banks.
Mr. BUSBY. You said something about the average size. Is that

from the standpoint of deposits or number?
Mr. ANDERSON. Deposits. The average size was $300,000 of

deposits.
Mr. BUSBY. You were not speaking from the standpoint of the

number of banks that failed?
Mr. ANDERSON. The figure of failed banks is about 5,000, and the

deposits of those banks is $1,500,000,000, and the average is $300,000.
The average size of banks going into the group and chain systems is
very much larger.
These figures I have taken from your own record. I want to say,

Mr. Chairman, you are doing an admirable service here in publish-
ing this record and the facts that the comptroller presented and the
facts that Governor Young presented, especially, are valuable,
Significant facts.
Mr. SEIBERLING. I understood that you were about to say when

You were interrupted that the chain groups only wanted good banks.
Mr. ANDERSON. In general.
Mr. SEIBERLING. You made that statement, did you not?
Mr. ANDERSON. In general. As good bankers they are not going

tO pick out a failing bank that is going to cost them more money than
it is worth. It might happen in individual cases that something
Would be done along that line. In a great emergency, good bankers
Will sacrifice money to save the general situation.
We all pitched in, you may remember in, in the rescue party for the

Northwest that Mr. ,Jaffray conducted, put up money that we did
not know whether we would get back or not, to meet an emergency
situation. But that is not usual banking practice and no banker
responsible to his stockholders, responsible to his depositors, has any

L._
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right to make a move that is going to cost his bank money, except in
some such emergency.
As to the size of the towns where these failed banks were situated,

40 per cent were in towns of less than 500 people; 80 per cent in towns
of 2,500 people or less; 92 per cent in places having less than 10,000;
There were no failures at all of banks having $2,000,000 or more 01
capital. There were only four failures among banks having over
$1,000,000 of capital. And I conclude that it may be said that for
cities of 10,000 or more people and that for banks of $100,000 .or
more, there has been no problem of sufficient magnitude to justifY
extraordinary concern or to call for more than local attention.
The causes of these failures I do not find in things that have anY

particular concern with the question of branch banking on the one
hand or unit banking on the other.
The first and foremost cause was the great boom of agricultural

prices and land values before 1920, the collapse of agricultural prices
and land values following 1920, and the adverse conditions in agricul"
ture that have since continued.
The second great cause is real-estate speculation in the period

since 1920 in certain important sections of the country, notablY
Florida and some adjacent States.
Mr. STRONG. Would you mind an interruption there? The bank

commissioner of the State of Oklahoma in a statement before the
committee presented this condition. He said that a very small per
cent of the banks organized since 1920 in the rural communities have
failed, giving evidence of the fact that the failures were caused by the
hangover of frozen loans during the war and the boom and the day
tion period that followed.
Mr. ANDERSON. Yee, Sir.
The CHAIRMAN. Since you speak of bank superintendents, It

would like to introduce Mr. Nelson, the auditor of the State 0'
Illinois, who is present with the committee this morning. Mr. Nelson
is the superintendent of banks of the State of Illinois who is visiting
Washington and has just dropped in at our hearings.

Will you proceed, Mr. Anderson?
Mr. ANDERSON. I have figures here taken from your records ahoy?'

ing the geographical distribution of these failures that bears out this
proposition. During that same period all of New England had onlY
26 failures, that is, during that 9-year period. New York had onlY
12 failures and Ohio only 36. New Jersey had none at all; not a,
failure. New Jersey was not lacking, by the way, in some agricultural
difficulties. Monmouth County had a bad period with her potatoes,
and there were certain other sections where small country banks ha°
to struggle along. But not one went under.
What about branch banking during that same period, and exposed

to these same causes? You had in Georgia, and running into Florida,
as I remember, a chain, which went down, which would have gone,
down if it had been a group, which would have gone down if it ha°
been a branch banking system.
In Canada, the Home Bank, and the Merchants Bank, with 400

branches, went under from these same causes.
In Denmark, a great bank with branches widespread, went under.
The Banque Industrielle de Chine in China collapsed with its ba

notes out, bringing disaster all over that great country.

in
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The Banca di Sconto in Italy, with a great head office and big
branches in the big cities, with little branches in the smaller cities,
all went down together at one time. That is a fearful thing.
Mr. FENN. What about South Africa?
Mr. ANDERSON. I have not the facts there.
In Japan, they held it off. I am going to make another point about

Japan and about banking concentration. In Japan, in 1919, a crisis
Started. Silks broke violently. A crisis started. A few great banks
and the Government and a few great industries got together. The
,thing was so concentrated that they could choke the crisis off, just
oold it without getting in liquidation, without getting a break in corn-
niodity prices on a great scale. They carried it over, unliquidated,
ifrozen for seven years. For a time, they even paid out wages to idle
labor, borrowed at the banks to get some money for it. They paid
Out dividends out of corporate reserves when the corporations were
llot earning any money, trying to hold it, trying to prevent the crisis.
Then in 1927, after enduring seven years of stagnation to avert losses
°none year's inventory, a greater and more disastrous crash came and
110t only did the industries go down, but some great banks went down;
great banks with branches, gigantic systems affecting the whole
country.
In the meanwhile, we in this country with 25,000 banks, when the

crisis hit us in 1920, could not stop it. Each bank had to meet its
Obligations at the clearing house every day. We could not hold
frozen positions. We had to liquidate. Calling on the Federal reserve
°anks, we could steady it, make it steady, keep it from turning into a
Panic, but a liquidation, a readjustment, we had to have. And so
,We cleaned up the weak spots, got prices down and got costs down.
'Asses of necessary failures, we took care of. There were no unneces-
8ary failures. We got clean and got ready for the net upward move,
Slid by the third quarter of 1921 business began to improve in this
country. The year 1922 was a good strong year. I like the flexibility
of our competitive American system. I do not want to see banking
concentration or any kind of concentration go so far that a few men
,can get together and say, as these bankers and government officials

Japan did, in the interest of the country, believing that it was a
good thing to do, "Let us stop the liquidation; let us hold it."
No; I do not want anybody to be powerful enough to do that. I

w,ant the automatic economic forces to work. I want the competitive

titY of the markets to work so that readjustments will come, as they
ave to come, and we will get through with them and start up again.
Austria had a break last year, a great branch banking difficulty

rowing out of the same deferred causes, trying to carry things over.f they had been separate banks, some of them would have gone
!Inder and some of them would have survived years ago. As it was,
lt all hung together until it all went down.
Now, as to remedies. I see nothin in this situation regarding

Panking failures that we have been having, to call for radical changes
1,11, taws regarding branch banking. The problems do not extend
.roughout the United States. They are centered in particular

?tates. They do not relate to institutions of such size as to be
°eYond the power of the States to deal with for themselves.
I think the main legislation should be State legislation; that the

Chief legislation which would be called for here would be such modi-
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fication of the laws as to let the national banks in a given State do
what the State banks may do in the matter of branch banking, in the
interests. of parity between State and National banks.
That is a conclusion, Mr. McFadden, that I have come to rather

reluctantly, because I liked your idea about it when you were dealing
with the matter two or three years ago. But I am inclined to think
you have to make a further concession of that point in the interet,
of parity between State and national banks. And maybe you wil'
not have to go that far; maybe something less than that would meet
the situation.
The CHAIRMAN. You like the confining of the operation to State

lines rather thanstrade areas?
Mr. ANDERSON. The State line, by all means. I should stronglY

oppose forcing upon an American State that was opposed to brand!
banking, by Federal law, a branch of an outside institution. And 1
think, Mr. Chairman, that the specialist is always in danger of for'
getting that he is a citizen and in his zeal to do a thing that seetns
good from the standpoint say of banking or from the standpoint seY
of health or from the standpoint of this or that, he is too cheerfu ,119
willing to destroy the Federal system of Government of the Unit'
States. I believe in the States. I believe that Washington alreadi
has too many things under its control; that it makes too manY
decisions for the country. I believe that problems differ in differe0t
parts of the country and ought to be handled locally as far as possible'
I find on the other side of the water—in England, for example-1

movement toward devolution, that Wales and England and Scotian"
separately may do more things for themselves rather than hay!
them all done by general law. Centralization has gone too far in
many places and I do not want to see the State destroyed or the
State's power destroyed in these matters.
I like very much some of the moderate ideas of Mr. Platt, of Ur

Federal Reserve Board, with reference to local branch banking, °I
order to give something to the little village that can not afford a row
bank. A bank in the county seat, a good bank in a good county seat)
with small inexpensive offices out in the villages might serve 013
much better than they can be served by independent banks in tee
villages.
Sometimes these little banks are awfully good. I have a prize,

a tiny village in Missouri, which is about 30 miles from the railroao.
I am a Missourian and for my sins I own some land down near OW
that I have had for about 21 years and can not sell.
Mr. SEIBERLING. How long are you going to keep it?
MT. ANDERSON. I wish I knew, sir. I will sell it to you verl

cheaply, if you will take it. But here is a bank, capital $10,000,

surplus $3,000, undivided profits $784 and 6 bits, deposits $78,0
00

,;
It is a good bank. It has an able man running it, and he is might4,
useful in that little place. There are about 250 people. He is rerat",,
from the railroads, and the automobile roads are not good througut
there. In general, however, a village of that size can not sup1)°0
a bank. It might have an office open Tuesdays and ThursdaYa u.5
advantage, might it not, from the near-by county seat? That 1
better than no bank at all.
Now, legislation along this line, State legislation, simply suPPle"

mentary legislation here, such as to enable the national banks to cl°
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gle same thing, authorizing banks in the larger cities to establish
branches in outside communities with 10,000 or less inhabitants, or
even 5,000 or less inhabitants, would accomplish virtually every-

thing with respect to the prevention of small-bank failures thatranch banking could in any case accomplish. Furthermore, such
a limitation would concentrate upon the communities most in need
of it the attention of the bankers who are in favor of such develop-
ments but who would be hunting bigger game in larger cities if the
Whole field were thrown open.
I said something at the end about a very grave practical danger

that I shoud apprehend if the legislation that has been proposed here
Were put through.

if you authorize banks of the country to establish branches through-.
out great districts, wide as Federal reserve districts, or wider 
Mr. STRONG. Trade areas?
Mr. ANDERSON. I am not talking about trade areas. I have not
a definition here yet. It is clear that it can be for a big city bigger

;Ilan the Federal reserve district in some cases, and if it is going to
an economic trade area, then for New York it is going to be a very

1g district indeed and for Chicago it is going to be a very big district
ultleed, with overlapping. And St. Louis had a big trade area. You
can not limit it to the Federal reserve district if you are talking
economics. If you are talking about the natural course of trade, it
tuns wide. Even if it is just Federal reserve district wide, you are
Foing to start a competition among the big banks, buying up other
;finks; all over that I should shudder at. I do not want to see it. I
40 not want to see that orgy of bank-stock speculation. I do not
!...1,1,13.t to see promoters running in there to get options on banks to
"n to big banks. •
,_I do not want a revolutionary change. I want evolutionary
e.langes. I want an experiment here, an experiment there. We are
Tepting things generally to our present system. If we are going to
euange it, it should grow, it should be modified. But let us do it
,radually. Let us not start a thing in Washington sweeping all over
‘4(3 country that will make this revolutionary change or this funda-
kental change.
I think I will not talk longer, Mr. Chairman.

t The CHAIRMAN. The committee will not go into executive session
a few moments, and we will resume this hearing a bit later.

(Whereupon the committee went into executive session.)
4 (The hearing was resumed, following the executive session Hon.
tunes G. Strong, presiding.)
Mr. STRONG. You may proceed, Mr. Anderson.
Mr. ANDERSON. I want to make one statement, in addition to
hat I have said, if you will permit me.
oThere are exceptions to the general statement I made that the
tiloups are not taking an interest in the small banks. In one case
ere was a bank of $410,000 deposits taken into a group. There
"V be others; the average size is very much larger.

am informed also that one of the groups in the Northwest,
h'though it started out taking in only the strong banks, has lately
04 four or five million dollars of new money into some communities
*here the banking situation was very bad, to give them banks.

100136-81—vor. 2 Fr 14-7
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That is exceptional, but I want to put into the record the fact that
the exceptions really exist.
Mr. STRONG. Doctor Anderson is now ready to answer questions.

Heretofore we have proceeded to permit the members to cross, examine'
a witness according to seniority. Some of us have taken so long a time
in our cross-examination that when we got down to the end of the
table some members have been deprived of their opportunity to ask
questions.
I want to suggest that in the first round of questions we limit each

member to five minutes; and if that has the approval of the committee
we will proceed in that way.
Mr. STRONG. Doctor Anderson, your statement I think has been

very valuable to the committee in many ways. One of them was in
showing to this committee the fact that in countries that have long
had established branch banking the small towns have finally been re-
duced to the banking privileges of perhaps one day a week.
Mr. ANDERSON. I would not generalize from England. These are

the facts about England.
Mr. STRONG. Is not that because of the practical elimination of the

middle-class people in England?
Mr. ANDERSON. I would not say SO.
Mr. STRONG. There is a wealthy class and then the employees in

England. Individual business has pretty well been eliminated.
Mr. ANDERSON. There is a large employee class and a lot of slier

keepers.
Mr. STRONG. Small ones?
Mr. ANDERSON. Yes.
Mr. STRONG. We are starting upon a system in this country ef

mergers, mass production, and chain stores of all kinds, clothing stores,
grocery stores, drug stores, and cigar stores; and if we adopt the sYs-
tern of branch banking it means the elimination of the small bank,
making it simply a teller's window, with that responsibility onlY,
and the head bank will be in some other place, and tending to further
eliminate the individual man in business.
Mr. ANDERSON. I think the local bank is more likely to help the

smaller business man, to help the growth of the smaller communities
than a branch would, and yet there are exceptions to that.
Mr. STRONG. Certainly.
Mr. ANDERSON. In some countries they tell me the thing has often

worked the other way.
Mr. STRONG. In small-sized cities and small communities the

privately owned bank, owned by the community, is generally operated,
practically always operated, in the interests of the communitYl•
Is not that banker generally the backbone of that small communitY•
Mr. ANDERSON. I believe he is very important.
Mr. STRONG. The Comptroller of the Currency in suggesting trade

areas for branch banking was not able at that time to give us a picture
of what the trade areas would be when applied to the United States,
but he said they were working it out.
When the governor of the Federal reserve system was before us 11,e

stated, I think, that they were working out a plan that probahq
would embrace about 35 trade areas in the United States, whie'
would mean not necessarily.following the lines of the Federal reser°
districts, some of them, perhaps, overlapping.
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Then the governor of the Federal Reserve Board suggested that he

thought within 50 years we would have nation-wide branch banking.
I did not cross-examine him as to what his conclusions were, but

,to my mind if we are now going to go from branch banking controlledby cities to trade areas of 35 units in this immense country, some of
them overlapping, undoubtedly that overlapping will enforce an en-
largement of the trade areas, which will finally mean nation-wide
branch banking. Would not that be your conclusion?
Mr. ANDERSON. I think if you sanction the movement it might go

very much farther.
Mr. STRONG. If we are to expand branch banking to 35 trade areas

in the United States, which you feel and I feel will gradually become
reduced to a lesser number and finally produce nation-wide banks,
those branch banks and'groups would naturally be controlled in the
larger moneyed centers.
Mr. ANDERSON. Yes.
Mr. STRONG. They themselves would have a tendency toward com-

binations?
Mr. ANDERSON. A tendency to combination with the springing up
new banks. Perhaps you have noticed the growth of Mr. H. P.

Howell's new bank in New York in the last three or four years. I am
lint sure that the growth of banks in the big cities has been out of line
with the growth of customers in the big cities, great corporations,
Lind so forth.
Mr. STRONG. I am putting that as a final conclusion. Then that

Would lead to a few great groups not only controlling the money but
the credit of the Nation.
Mr. ANDERSON. The tendency would he there.
Mr. STRONG. Would not that put the entire Nation under the

domination and control of those groups?
Mr. ANDERSON. To the extent that competition was eliminated;

V,es• But if the groups remained numerous enough so they competed
'1.0urously, I think that would not be true.
Mr. FENN. I did not have the opportunity to be here when youL

your statement. In your long experience and your intimate
F'xI3erience, do you think the system of branch banking would be
'eneficial or detrimental to the Federal reserve system? Have you
given that consideration?
Mr. ANDERSON. I had not given it special consideration. Offhand
ean not see how it would affect the Federal reserve system greatly

r the branch banks are in the Federal reserve system. It works. in
'orope m . This system works along with central 'banking.
Mr. FENN. And works well?
Mr. ANDERSON. The central bank can control the money market

list as well in Europe as it can here.
Mr. FENN. I am speaking of the relationship of the member banks

0 the Federal reserve system.
Would you extend the provisions of the McFadden Act in regard to

'rlinch banking; and if so, would it be beneficial or detrimental?
L Mr. ANDERSON. You mean allow the national banks to do what
ues State banks do in a given State?
My suggestion would be that the only legislation this committee

v!'ed to recommend so far as branch banking is concerned, would be
i'lat national banks may do in a given State what State banks and

r'ilst companies may do in that State.
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Mr. FENN. In other words, you would extend the provisions of the
McFadden Act?
Mr. ANDERSON. Under the McFadden Act they are limited to the

large cities.
Mr. FENN. You would extend the McFadden Act?
Mr. ANDERSON. I think it may be necessary. It is a conclusion

I come to reluctantly, but it may be necessary in the interest of parity
between the national system and the State systems to allow national,
banks to do in a given State what the State laws allow State banks to
do.
Mr. GOLDSBOROUGII. Doctor Anderson, I understand your view

to be that even though you do not approve state-wide branch banking,
you think that in the interest of the national system as a system lt
should be allowed the same branch-banking privileges as State banks
are allowed?
Now, I think I am correct in saying that recently at least in two

States laws have been passed which prevent any extension of branch
banking in State banks.
The pressure which has done that, in my judgment, is the pressure

of the national banks which were not allowed to indulge in branch
banking in those States.
Would it not be better to allow the condition to remain as it is, se

we would still have in the States which allow branch banking the
pressure of the national banking system against branch banking, in
an endeavor to eliminate branch banking in States which now allo,W
it, my thought being that if you have in a State not only state-W1ael
branch banks of State banks, but state-wide branch banks of Nation 
banks it would almost take an economic revolution in the State to ge'
rid of that system, however bad it might be found to be.
Mr. ANDERSON. You are raising a question which I do not feel veil

competent to answer. It is not a question of economics; it is a (WS;

tion of politics. It is a question of what is the best way to control
the legislative policy of a State.
In general, I do not like to consider an argument of that kind;.I

had rather have the case up for its merits as an economic question 03
the State, trusting to the good sense of the State to work it out.
I am not so absolutely sure that I am right about these mattel

not to be willing to see the State experiment along different lines 1,14
the good sense of that State wants to experiment along that line an"
to learn something.
Mr. GOLDSBOROUGH. In a speech I made in the House some OM.

ago I presented the argument that we should allow States like Cam:
fornia, for instance, to work this thing out and find just what thy
final reaction was before we extended the national system.
But what I am afraid of is that if we extend the national system

States like California, for instance, branch banking among natiom",
banks would become so widespread it would develop itself, whethe'.
it is sound in principle or not, and that the best way to handle tfr,
matter is to attempt to stop branch banking in State banks rathe:3
than to extend branch banking in the National banks, provided Wo
are right in principle that the unit bank is the better system for
country like ours.
Mr. ANDERSON. When you say "a country like ours," we ha t

every variety of situation in this great country of ours. I an' 00
sure that any one practice is best for the whole of 48 States.
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Mr. GOLDSBOROUGH. You do not think, then, that there is a basic
principle involved.- You do not think there is a principle which says
it is better, even at the expense of what appears to be efficiency for
the moment, for the communities in the country to develop as indi-
vidual entities, so they will have their own institutions, their own
banks, and their own businesses fostered by these banks?
Mr. ANDERSON. That is a principle which I believe in; but I

believe in some other principles which might oppose it.
, I think you have a number of factors to take into account, and you
nave to work out an adjustment among the different factors. Sup-
Pose you have a State with only one city of any size, the rest being
entail communities, and they have not a great deal of banking capital
anyway. Might it not be better centered about that one city in the
State and have it aggregated there?
Mr. GOLDSBOROUGH. If you could control it. Bat after it starts,

can you control it? After a while does not the bank, get so much
Control over legislation that the system will develop itself and get out
of control? That is the difficulty I see.
Mr. ANDERSON. I do not believe in inevitable economic tendencies.

I think that law is a powerful instrumentality that can change
economic tendencies.
Toward the end of the eighteenth century England and France

both had immense concentration of land in a few hands. But England
and France are widely different in that respect now. The land is
Widely broken up into very small holdings in France, while in England
it remains as it was.
• Mr. GOLDSBOROUGH. But France had to have a terrible revolution
to arrive at that result.
Mr. ANDERSON. It did not need to have.
Mr. GoLDsBoRouoit. But it did have.
Mr. ANDERSON. France changed the law of inheritance. The

Plash law gives all the land to the oldest son, while the French
'my provides for equal distribution among all the children. Within
a MIAMI' you had this immense change.
Mr. GOLDSBOROUGH. So this change in France took place 
Mr. ANDERSON (interposing). As the result of the revolution--
Mr. GOLDSI3OROUGH. As the result of the revolution, of course.

, Mr. ANDERSON. But the change could have taken place by simple
iegislation in a democratic country.

T believe in democracy; 1 do not think democracy is powerless
44ainst capital or against economic interests of other kinds. I
would rather see the States left with a good deal of freedom to experi-
'nent, and make mistakes if they want to.
Mr. GoLDssoRotton. I agree with that. But the question which

:Ltikes in my mind is whether we ought to sacrifice a principle we
°,_elleve in because it will be more expedient or more profitable for
'ne national system to do so.
Mr. ANDERSON. I would hate to see such things settled just as a

4'11Ifer of competition between the States and the national system.
Mr. GOLDSBOROUGH. That is your present position?

1„ Mr. ANDERSON. Yes; I am making this as a reluctant concession.

'IllYbe you do not, need to go so far. It is a concession 1 am making
to the comptroller's views.
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Two or three years ago, when the McFadden bill was up, I thought
he had gone far enough. I am making this concession after reading
the comptroller's testimony.
Mr. GOLDSBOILOCGH. I want to state the condition in Carolin,"

County, Md., which is typical of conditions throughout Marylon°,
,and as I understand it, pretty well throughout the East.

Caroline County has a population of about 18,000 and it has 9
.banks. All those banks ace prosperous.

The Hillsboro Bank was started in a place of 150 inhabitants in
about 1909 with capital stock of $12,000. Thats.oc.. .S now worth
7 to 1.
The Goldsboro Bank was started in a place of about 100 inhabitants

in 1909, and that stock is now worth about 5 to 1, with $12,000 capitol;
We have found that havi,nz these local institutions scattered around

the county has helped the inhabitants of the local communities a great
deal and has secured a much better government for the county than
when everythina

6 
was centered in the county seat.

Mr. STRONG. The same thing applies to the Government.
Mr. ANDERSON. What are your sources of income in the community?
Mr. GOLDSBOROUGH. Principally, general farming, truck farming,

and the canning industry.
Mr. ANDERSON. Have you some retired capitalists there who have

securities?
Mr. GOLDSBOROUGH. No.
Mr. ANDERSON. I like to see the little bank survive in the little

village. I have an affection for it.
Mr. GOLDSBOROUGH. Is it not more than .a question of sentiment'

Is there not a question of solidarity involved?
Mr. ANDERSON. I think it is good for the country to have thenn,

exactly.
In a lot of places they are being eliminated by the new ocononke

developments and in those cases probably we had better have brano
banks. If the banking business is dininishing we had better have one
strong bank than a lot of weak ones. But if you have a good, strong
situation there with several local banks, the more competition the
better, if it is good competition.
Mr. GOLDSBOROUGH. I was talking the situation over with th,ei

president of one of the leading banks on the eastern shore of Marylon"
the other day, and I said, "What would happen if some bank col
from New York or Baltimore and offered your stockholders one an
one-half for one of the real value of the stock?" He said, "Th°Yd
would sell." The unit bank would be wiped out whether it was go°
or bad.
There are a good many of us, and I am one of them, who feel th0

what Congress should do is to act as a restraining influence rather than
a liberalizing one, certainly until we find what the secondary reactO
is going to be in States like California and in these group systems. ,

It does seem to me that any encouragement on our part of the ninj
velopment of branches in States which already have that system woillue
tend to go in the very direction which the unit banker, that is, th
citizen who believes in unit banking does not approve of.
You still feel that we ought to let the national banks do what the

State banks are doing?
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Mr. ANDERSON. It might not be necessary to go as far as to author-
ize state-wide branch banking, but I think there are some States where
this system of rural branch banking, along the lines that Mr. Platt of
the Federal Reserve Board favors, would still help the situation.
I am thinking of our friend from Georgia, Judge Brand, and of his

Problem, for example.
You might say the national banks could go so far as to put branches

into towns of five or ten thousand or less. Then that would not ex-
Pose you to what you do not want.
Mr. GOLDSBOROUGH. My experience of nearly 30 years in politics

is that when you abandon a principle, if it is fundamental, pretty soon
you lose control of the situation created by that abandonment. For
Thstance, in connection with this matter we are discussing—when you
Control the credit of a community you control its political life and its
business life; you control practically everything in it from an economic
standpoint. You can not get away from it.
Mr. ANDERSON. I do not want to see banking monopoly any-

where; I want competition preserved.
, Mr. BtrSin'. In regard to extending branch banking by national
banks to States having a general branch banking system, do you not
see that as an effort to correct what is admitted by you to be an
evil situation by acceding to it?
Mr. ANDERSON. I do not think that is the comptroller's purpose.
Mr. BUSBY. If I understand you, you are against a national law

extending branch banking to all the States?
Mr. ANDERSON. Yes, sir.
Mr. BUSBY. If that is sound as a general principle, why would it

not be sound as to the States that have a branch banking system,
such as California?
Mr. ANDERSON. There are two principles involved here; one is

Whether with a Federal system like ours, with our system of States,
With a Federal Government of limited powers, whether under that
sYstem the States have a right to say a great deal about what they
Want.
Mr. BUSBY. Yes.
Mr. ANDERSON. Now, then, here is a banking principle which

seems to conflict with that in some measure.
I am willing to concede to the States that want to do a thing I do

not approve of, the right to do it, but I do not mint the Federal
Government, by law, to do the thing we do not want.
Mr. BUSBY. You want to prevent them from doing that thing in

order to protect the national banking system in those States?
Mr. ANDERSON. Yes.
Mr. BUSBY. Yet you will concede that it is an error for the State,

as it would be an error for the National Government, to place branch
banking--
Mr. ANDERSON (interposing). No, sir; that would not necessarily

follow. It might be the best thing for a State to establish, say,
e,ounty-wide branch banking, or branch banking in groups of counties.
would even concede the possibility in some States that state-wide

branch banking might be desirable.
Mr. BUSBY. You understand that most of the laws enacted by

Congress apply to all States alike.
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Mr. ANDERSON. Therefore, I do not want this act passed by Congress.
Mr. BUSBY. That is the general policy that national legislation

applies to the entire country alike.

Mr. ANDERSON. Exactly.
Mr. BUSBY. While to extend branch banking for national banks

in States that provide branch banking systems, you would be willing

to make that exception to the general method of enacting national

legislation?

Mr. ANDERSON. I think Congress might be even wise in erecting
a principle of national legislation that where you have to deal with

local matters, Congress would follow the State law.

Mr. BUSBY. It strikes me you are conceding the point for the saks
of expediency rather than carrying out your economic theory ania

standing on such questions on what you feel and know to be souna,;

That is my comment on your answer. Have you any reply to that.

Mr. ANDERSON. Yes, sir; and I would like to refer you to souls
decisions of Mr. Justice Holmes.

Mr. BUSBY. I only have five minutes.
Mr. ANDERSON. Let me say that there are principles of economies

and there are principles of constitutional law and there are principles

of morality, there are principles of banking technique and you have

to harmonize them all. You can not erect one and say this is the

principle you have to take, if you want anything.

Mr. BUSBY. Whether involved in this or not.
Now, with regard to controlling established branch banking sr'

tems, or coordinating the systems of banks, what is your view with

regard to the holding company, or the part it plays in that field just

now? How are we going to get by its interest, if we are going to carry

out the policy you have indicated?

Mr. ANDERSON. I have not said anything about that.
Mr. BUSBY. I noticed you had not, but it seems to me as fruitful

a field for legislation just now as the banking field. It is the thing

• that is absorbing the banking system throughout the country, 1._,1
putting into effect its own uncontrolled and unmanageable plan

regard to banking, from one end of the country to the other.

Mr. ANDERSON. I am not enough of a lawyer to know what sort
of legislation, if any, should be drawn with respect to that. I believe

there should be supervision; I believe in the general American prae-

tice of public supervision of banking institutions.

Mr. BUSBY. We have had instances where not only two, but s
number of national banks were owned and controlled by holding

companies, with not one share of the stock in the hands of individualsi

Is it not getting beyond our national banking system of contrli

when a State-chartered institution comes in and takes control of

the stock and all the capital of the national banks that are chartereu

under the laws of the United States?

Mr. ANDERSON. There is nothing in that, as far as I know, th0
violates the law.

Mr. BUSBY. That is our problem now, more than anything else
with regard to banking, it seems to me.

Mr. ANDERSON. The comptroller is making some studies, is he 111/t'
with respect to that?

Mr. BUSBY. We have heard some views, and I thought maybe rid

had some additional ones.
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Mr. ANDERSON. I have thought about it, but I had not thought it
through, and I have not a definite suggestion to make with regard
to it.
Mrs. PRATT. Doctor Anderson, in looking over your report again I

11, otice you make the statement that many of those small banks failed
Pecause of a lack of diversification of their credits, while many others,
because of diversification, continued to exist. Does it not come right
(1own to this, in your opinion, that it is a lack of good management?
ou state in your report that banks have continued to operate because

of their diversification of credits and because of the connections
they have made by which they could exist, outside of their own State,
end that it has been to their advantage to do that.
It is your opinion, is it not, that the small banks perhaps were

founded with too small capital and were without good business
kanagement, and that it had been the result of their own mismanage-
°lent and lack of foresight?
Mr. ANDERSON. Poor management in a difficult and unusual situa-

tion. There were a great many of those bankers who were good bank-
ers in the days when they did not have quite enough money to lend
d had to discriminate among their customers, and then came the

great expansion of money, and the question of what should they do
with their money. They tied up too much in local mortgages. That
Was the worst element; and when the crash came—
Mrs. PRATT (interposing). Do you not feel that because there were

eo many of those banks some of them were bound to fail, no matter if
all of them had a diversity of credit?
Mr. ANDERSON. There are parts of the country where there were

t‘co many very small banks, and some places where there was one bank
to six or seven hundred people, or one bank to 1,200 people, and it was
oot possible for them to get along. There were too many of them and
they could not get adequate management for them. If they could
°aye had one bank to 2,500 or 3,000 people they might have got along
Pretty well. The very tiny bank has been overdone, and we need to
correct the system with respect to that.
Mrs. PRATT. In some States where they have the State banking

13Yetem and where they have branch banks throughout the entire
State they have withdrawn from the Federal reserve system in order
to do so.
, You say you have reluctantly come to the conclusion that national
oanks should have the same privileges?
Mr. ANDERSON. I think it is better to have them in the Federal

toserve system.
Mrs. PRATT. If they do not have that same systeni, is it not a

aecessity in those States?
Mr. ANDERSON. To let the national banks do it?
Mrs. PRATT. Yes; because they will then not withdraw and go into

the State systems.
Mr. ANDERSON. HOW many of the State banks have withdrawn?
Mrs. PRATT. I could not state that. That was brought out here.
Mr. GOLDSBOROUGH. Only some very small banks, I think.
Mr. ANDERSON. I do not believe a great bank can get along any

illore in this country without staying in the Federal reserve system.think they need the Federal reserve system, and the bigger they are
the more they need it. The smaller ones can look to the bigger to be
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a reserve bank for them, but the great bank must wither carry a
tremendous lot of idle vault cash or else it must be in the Federal
reserve system.
Mr. STRONG. Do you not think a local bank, an independent bank,

a bank locally owned, where the officers are interested locally outside
the bank would be a better bank for the community and be as good $
judge of loans as a manager sent in from the outside, whose appoint-
ment was subject to the approval of the parent bank?
Mr. ANDERSON. He would know the local community, he would

know the people there. His heart would be there. He might not
be very well trained as a banker. He might be overenthusiastic about
the local community. I think, in general, the proposition is right,
but I think there are enough exception so that we must listen to the
branch bank side of it.
Mr. STRONG. Do you think that the parent bank would be able to

employ a manager in a little town who would be a better banker than
&man who grew up in that little town and had his money tied up in
it and knew the people?
In other words, they will employ a man with ability in the little

town, but he will be a small salaried man. Do you think that on the
average the chance would be that by putting in a manager from the
outside in that way that you would get the ability in a bank that
you would get in a town where a man owned his own bank?
Mr. ANDERSON. I think the presumption is in favor of the local

bank.
Mr. STRONG. Did I understand you to take this position, that yo°

are opposed to branch banking, opposed to trade area branch banking;
but would consent, as an experiment, to state-wide branch banking.
Mr. ANDERSON. If the State wants it.
Mr. STRONG. Then if you will permit one State to have State-

wide branch banking, then the bankers in other States and the people
who want the proposition will immediately get busy on the legisla-
ture so as to have their States have State-wide branch banking.
Mr. ANDERSON. Tithe rest of the people of that State do not object

and go along with it.
Mr. STRONG. But the rest of the people do not study the question.
Mr. ANDERSON. If it should be demonstrated 
Mr. STRONG (interposing). We have had the case of California

already with over 300 banks, and we have had several other States'
Mr. ANDERSON. Yes, I know.
Mr. STRONG. We have the example of California which has de:

veloped branch banking to an extent where one bank has over 311'
branches, and we have other States that have branch banking, doini-
natinF and monopolizing the banking of those States. We have the
experiment there.
Mr. ANDERSON. My thought would be that the Federal Govern'

ment should do nothing to push that along, that the Federal Govern'
ment should do nothing to encourage it, but that to the extent that it
is necessary to protect the national banking system we might go
along with it in those States.
Mr. STRONG. Then we would have to go along with it in WO'

State because the State banks will get a state-wide branch bank
passed, with the assistance of the national bankers, and they vo"
have to join it.
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• Mr. ANDERSON. I do not insist upon my point there, but I was dis-
Posed to make that concession to the comptroller's views.
Mr. STRONG. Do you not think we have gone along far enough in

branch, group, and chain banking in the United States where Con-
gress should do one thing or the other, do something about it?
Mr. ANDERSON. I feel Congress should not do anything to push it

further.
Mr. STRONG. Then it will go a lot further. The advocates of

branch banking are putting up this argument, that most group and
chain banks are not desirable, but within three years group banks
will be established in every State of the United States. If we wait
until that time, the only remedy is nation-wide branch banking.
Mr. ANDERSON. I think this, that if it is definitely understood that

Congress is not going to sanction transforming existing groups into
branch bank systems, if that fact is made clear, then a great many
People will lose interest in it.
Mr. STRONG. We have the instance of Minneapolis and St. Paul,

Where within a year they have organized more than 100 banks each
and say they are going to control even the Federal reserve district,
going to take in every good bank in that district. We have Buffalo
and Detroit and Atlanta that have formed these groups. If we do
Lint do something to stop them, they will form groups in every State,
and the only outlet for the protection of the State is this system of
nation-wide branch banking.
Mr. GoLnsuotiotiGn. A very prominent Member of Congress from

the Northwest came to me the other day. Heretofore he had been
strongly in favor of unit banking, and he said that this group banking
,had gone s far in his territory he could not back unit banking any
longer, that it would put him out of business to do it.
Mr. STRONG. There is a persistent drive on to force group banking,

With the ultimate outlook to branch banking throughout the United
States. That has been made very plain in these hearings.
, Mr. ANDERSON. You are satisfied that the ultimate purpose is
18 t (1 transform groups into branch systems?

:\ I r. STRONG. Certainly.
Mr. ANDERSON. Then suppose you make it very clear that you are

net going to appisove of that, what about the motives of the banks for
going any further?
Mr. STRONG. They will go ahead and establish group banks and

$11,37 just as the gentleman who came before us representing Minne-
!quills and St. Paul said, "We have an ideal situation; we have
'reproved the financial condition in our district."
Mr. ANDERSON. That is what I have heard from them, that they

!eel that the group banking system is better and that they have
nproved conditions. When that is true, then the question as to

t)seing transformed into branches subsequently will not be so important.
out I think there are many cases where group systems have been
organized simply on the theory that Congress will say yes to them
after a while.
Mr. STRONG. I may say in support of your theory that I was told

u:V a very reliable banker, whose word you and 1 would take, that in a
conversation he had with one of these group bankers in Minneapolis
and St. Paul, he said to him, "What will the ultimate result be?. Is
this a permanent thing?" "Oh," he said, "we are going to have

1
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branch banking, and we will sell out to a New York branch banking

group and make several million dollars."

There is another question I want to ask you, and that is whether 
or

not giving permission for the continuance of the extending of group,

branch, and chain banking will hurt the Federal reserve systeul?

You talk about confining it to States. The Comptroller of the Cur-

rency talks about confining it to trade areas which he thought might

mean 35 trade areas in the United States, which, of course, would

mean one, two, or three cities in a group.

Mr. ANDERSON. The difference between his view and mine is this.

He speaks about doing it by positive legislation. I am sirnplY

respecting State's rights and suggesting that the experiment be 
made

under the State law.

Mr. STRONG. You think it is safe to do that, but some of DS (10 not
think so, in view of the development that is going on now in the 

banks

in Minneapolis and St. Paul, where the bankers in those cities 
think

it should be confined to the Federal reserve district, and that is also
true in Atlanta. Do you not think that the Federal reserve district,

dominated and controlled by two groups, as they are going to do ill

Minneapolis and St. Paul, two groups in friendly relation to each

other, will dominate and control the Federal reserve banks of that

district?

Mr. ANDERSON. If they have all the votes, of course they can elect
the directors, in so far as the banks elect them. But there are a g

reat

many independent banks in that region.

Mr. STRONG. There will be very few when they get through.
Mr. ANDERSON. There is the further question of the control of the

Federal reserve bank. You have control here from Washington.

Mr. STRONG. But they say they will take over evefy big bank
that district, which means practically every bank in the 

Fedora

reserve system. They have now over a hundred in each group.

Mr. ANDERSON. I am not familiar enough with the facts.
Mr. STRONG. If it is true that in the Federal reserve system two,

groups can dominate and control the great majority of the Federe;

reserve banks, would they not dominate and control the 
Federal

reserve bank in that district?

Mr. ANDERSON. To the extent that the stockholders can control it•

Mr. STRONG. That being true, if we have nation-wide branch 130110
controlled by a few big banks, with headquarters in Chicago,

 Sant

Francisco, and 'New York, principally in New York, will they 11°1
dominate and control the Federal reserve system in the United 

StateS•

MT. ANDERSON. Yes, to the extent that the stockholders can do

But I must say at the present time, in the past history of the Feder

reserve system, the stockholding banks have not had much influence

on Federal reserve policy.

Mr. STRONG. The Federal Reserve Bank of New York has had a
great deal; they pretty nearly dominate and control the system 

noW.

MT. ANDERSON. Not RS stockholders.
Mr. STRONG. AS a bank.
Mr. ANDERSON. That is another thing.
Mr. STRONG. If the stockholders control the bank, the bank

control the system.

Mr. ANDERSON. At the moment, the biggest stockholder in Na

York is the Chase National Bank, I suppose, and it would amuse raY
friend Governor IIarrison if we should go over and tell him what to cl°'
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Mr. STRONG. But suppose you were in quite friendly relationship
With the fellows in the group that controlled all of them.
Mr. ANDERSON. They would have to deal with the Federal reserve

agent in Washington. The Federal Reserve Board passes on the
discount rate and passes on the open market policy, the latter being
formulated by a committee of governors. That would not get very far.

' Mr. STRONG. In the hearings a few years ago it was developed that
When the president of the Federal Reserve Bank of Boston came down
to have its rate changed that was delayed for several weeks but when
Governor Strong of the Federal Reserve Bank of New "York asked
them to change the rate it only took them 15 minutes to do it.
Mr. ANDERSON. That was not because of the influence of the stock-

holders.
Mr. STRONG. That was the influence of the Federal Reserve Bank

of New York.
Mr. ANDERSON. It was the influence of a dominating personality.
Mr. STRONG. If you have nation-wide branch banking, as declared

by the Governor of the Federal Reserve Board, would not that mean
a few groups in the United States dominating and controlling the banks
of the United States?
Mr. ANDERSON. I do not want it.
Mr. STRONG. I know; but If it comes, do you doubt that those

troups will not dominate and control the Federal reserve system?
Do you imagine the Federal Reserve Board in Washington standing
lip against them?
Mr. ANDERSON. It is a question of whether the Government is

stronger than private interests; I believe the Government should be
stronger than private interests. It is a question of the courage of the
Citizenship and the courage of the officials.
Mr. STRONG. When a few groups in the United States control the

l"noney and credit of the United States, will they not be stronger than
the Government?
Mr. ANDERSON. It would be a dangerous situation that I should not

like to see.
Mr. STRONG. But the second National Bank became so strong 

, Mr. ANDERSON (interposing). That Andrew Jackson had to break
It up.
Mr. STRONG. It was broken up, but the bank was strong enough to

force the charter through Congress.
Mr. ANDERSON. Which he killed by his veto.

, Mr. STRONG. But for his backbone and stamina it would have
eecome a law.
I am speaking of the power of control over the money and credits of

the Nation, of the most powerful government on earth.
Mr. ANDERSON. I see many powers and many forces, but I do not

Often see a situation where any one of them runs away with things all
the time. There is action and reaction, back and forth play.
, I see one other thing, too, that you must know, and that is that
°linkers are citizens, too. •
Mr. STRONG. But we are going to eliminate the bankers as citizens
the communities of the United States, and the control is going to

e in the great centers.
Mr. ANDERSON. I do not want it there, but the standard of citi-

zenship is very high there.



1886 BRANCH, CHAIN, AND GROUP BANKING

Mr. STRONG. As to the influence and control of money over Govern-
ment, there is now being advocated by representatives of the men who
want this system of banking we are involved in to continue, this
proposition, that while the branch banking can not be indulged in in
the States under the McFadden Act, they have now found a way to
do indirectly what the law prohibits them doing directly by establish-
ing group banks, and they are going to proceed by establishing them
in every State in the Union, and before Congress will act they will
have these branch banks and get rid of the less desirable group and
chain banks.
Can you not see there is an instance of a group, through the con-

trol of money, attempting to dominate and control the Government,
and if it is successful they will have nation-wide branch banking,
the governor of the Federal Reserve Board says, while they will
dominate a few groups in the United States, they will dominate the
Government.
Mr. ANDERSON. I think there are very many bankers in the coun-

try who have figured out, as a matter of profitableness, that theY
do not see how they can make more money as a group-banking sYs-
tem than with the unit banks. But if you pass legislation of this
sort you will force them into it.
MT. GOLDSBOROU,Gli. That is the idea.
Mr. ANDERSON. If you do that, a good many of them will simply

say, what is the use?
Mr. STRONG. I can see you are very much afraid of the passage

of this legislation. But let me say to you it will not pass, but if
they can have group banking established in the States, or they have
branch banking established, then they will put it over. We have
got to act now to stop this attack, to stop them trying to do indirectly
what the law prohibits them doing directly, and to get control of
the situation, because if we do not they will have nation-wide branch
banking and control of the Government, through control of moneY
and credits of the country and the elimination of the middle-class
people.
Mr. ANDERSON. Might I make a suggestion as to what I can be

helpful on here? I am professionally an economist, and in these
political matters I am an amateur. You are a much better judge
than I am of the ways of guiding the business of the Government and
passing laws to accomplish such a result. I can not enlighten you on
that.

If the questions could be limited to economic questions it might be
better.
Mr. STRONG. I am not a politician; I am only a plain servant of the

people, and have been for many years the servant of an agiicultural
group. I am not looked upon as compentent to be a politician.
I only want to point out this. Here we have branch banking start-

ing in California and in several other States of the Union. An appeal
was made to Congress that unless we widened the scope of the law te
permit national banks to have branches where the States had branches
we would hamper the national banking system upon which the Federal
reserve system is based. So we passed the McFadden Act. Now it is
said we will protect the national system by opening up the flap of the
tent to the extent that they can have branch banks in the States
that permit branch banks, but only in the cities where the parent
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bank is located. That was apparently satisfactory at the time. But
You can see it was not satisfactory to the men who want to put this
System on the country.
Then they got chain banks and then this group banking system,

thereby attempting to force branch banking, nation-wide, upon the
-country.
Mr. Pole, the Comptroller of the Currency, assures us that if he

can put over this trade area proposition, just as we imagined when
We passed the McFadden bill, he can satisfy all factions and hold them.
Mr. GOLDSBOROUGH. Say "I" and not "we."
Mr. STRONG. As I and the majority of the committee imagined,

and the President of the United States imagined. He has that idea
that he can hold them.
But the governor of the Federal Reserve Board said it means the

ultimate success of the nation-wide branch banking system perhaps
in 50 years.
So you can see what the trend is. We are now engaged in a stock

gambling proposition among the banking systems. That is what this
*system is to be, to make nioney out of the manipulation of the joining
-of banks and groups, where it may aid this nation-wide branch bank-
ing. Do you agree with that?
Mr. ANDERSON. I do not think that is their aim. I know some of

the men.
Mr. STRONG. I thought that until I saw the gentlemen from

Minneapolis and St. Paul and until I got the word of a reliable banker
that they expect to sell out to a New York group.
Mr. ANDERSON. I do not know about that.
Mr. STRONG. I will tell you personally who that man is, and you

Will believe his statement is true.
Mr. SEIBERLING. You know the position of the Comptroller of the

Currency and the governor of the Federal Reserve Bank on this
*specific question of branch banking?
Mr. ANDERSON. Yes, sir.
Mr. SEIBERLING. e assume they represent the people of the

entire country by reason of the positions that they hold, and you
think we are correct in that assumption?
Mr. ANDERSON. They are officers of the Government.
Mr. SEIBERLING. You have been resisting their plan of branch

banking in trade areas. • Since we know the status of these men,
Without intending any offense of any kind, I would like to know
Your status.
Mr. ANDERSON. First, a citizen of the United States; second, a

professional economist with knowledge of these matters.
Mr. SEIBERLING. I know that, but by whom are you employed?
Mr. ANDERSON. By the Chase National Bank of the city of New

York.
Mr. SEIBERLING. This address of yours was put out in the bulletin

of May 8, I take it, with the full knoWledge and consent of the Chase
National Bank.
Mr. ANDERSON. It was put out with the knowledge and consent

of the Chase National Bank-4ot me say of certain officers of the
Chase National Bank who knew I was putting it out. The directors
knew nothing about it. There was no official action taken upon it.
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Mr. SEIBERLING. You would not call a meeting of the stockholders
of the Chase National Bank to give you the authority to put out
bulletin like this. Erom whom did you get the authority?
Mr. ANDERSON. I have a general authority from Mr. Wiggin to

publish such a bulletin.
Mr. SEIBERLING. Then this view you express, while it is your per-

sonal view, is also the view of the bank?
Mr. ANDERSON. Mr. Wiggin answered that question yesterdaY•

that is the view of the economist of the Chase National Bank.
Mr. SEIBERLING. Mr. Wiggin saw the address before you delivered

it before the North Carolina Bankers' Association?
Mr. ANDERSON. Mr. Wiggin and other senior officers of the bank

all had an opportunity to see it before that, but I doubt very much
if he did see it.
Mr. SEIBERLING. NOW, MT. Anderson, did you not discuss with

the officers of the Chase National Bank the policy you would pursue
in reference to this proposition of the Comptroller of the Currenc9
and the governor of the Federal Reserve Board?
Mr. ANDERSON. It is my regular practice in connection with

bulletins of this sort to ask one of the senior officers of the bank, some-
times a vice president, sometimes the chairman of the executive com-
mittee, and on rare occasions, Mr. Wiggin, to look over the manu-
script with me.
Mr. SEIBERLING. Did you do that in this particular case?
Mr. ANDERSON. In this particular case I did, but not with Mr.

Wiggin.
Mr. SEIBERLING. I notice in the first paragraph of your article.

in speaking of trade areas, you said, "National banks located in one
State could invade another State whose laws prohibit branches."
Mr. ANDERSON. That I understand to be the proposition.
Mr. SEIBERLING. As a student of banking, do you not know that

from a constitutional standpoint the establishment in a State of
national bank by the Federal authorities is just as much an "Mit
sion" of the State as would be the establishment of a branch ben"
there by Federal authority?
Mr. ANDERSON. Not in a practical sense, because it is a local nu°

who organizes it, whereas the branch of a bank chartered in another
State would be controlled by men in another State outside of the
community.
Mr. SEIBERLING. You know, do you not, that the Supreme Court,

has held for more than a century that Congress was the sole judge 0'
the wisdom with respect to the States in the United States where,
banking facilities should be set up under national authority Boa
that no consent from the State was necessary or required?
Mr. ANDERSON. The question of congressional power I was net

raising. I was raising the question of policy. I am not enough of 6
constitutional lawyer in the modern sense to know just what the
courts have held there. I have read the statements that the conM-
troller made about that.
Mr. SEIBERLING. You said you believed in preserving State

rights.
Mr. ANDERSON. I do.
Mr. SEIBERLING. That may apply to prohibition and a lot of other,

things; but do you not know that the Constitution of the Unite'
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-States makes the Federal Government responsible for the coining of
money and for the circulating medium, and expressly takes that right
away from the State?
Mr. ANDERSON. For the coining of money, yes. On the question

of bank notes, no. You have done that by congressional act by taxing
State bank notes.
Mr. SEIBERLING. But the Constitution provides that no State can

coin money.
Mr. ANDERSON. Yes.

• Mr. SEIBERLING. And no State can counterfeit money. Do you
not think that the banking business should be differentiated from
these other things, when it comes to talking about State control?
Mr. ANDERSON. I would make a very sharp distinction between

the coining of money and the running of a bank. I would regard the
coining of money as a Government function, and the running of a bank
as a private function.
Mr. SEIBERLING. Do you think, or do you mean by that that

Whenever the Federal Government, in the banking business, invades
a State that is running counter to State rights?
Mr. ANDERSON. The term invasion there relates not to what the

Federal Government itself is doing, but to what an institution char-
tered outside of the State is doing. That word invasion is perhaps
ill chosen; but if a bank outside a State can come in against the will
of a State and put a branch there, that is what I characterize as
invasion.
But for the Federal Government, on the other hand, to authorize

citizens -of that State to charter a bank in a given town is not an
invasion in the same sense.
Mr. SEIBERLING. Do you think the State should conduct the bank-

ing business of the country?
Mr. ANDERSON. No, I think private individuals, chartered by the

States or by the Federal Government, should do that.
Mr. SEIBERLING. Not the States?
Mr. ANDERSON. No.
Mr. SEIBERLING. You do not think there should be a national

banking system?
Mr. ANDERSON. I have expressed the opinion in this bulletin that

the national banking system has been useful, that it has helped estab-
lish good banking standards throughout the country, and that it is
desirable to preserve it.
Mr. SEIBERLING. On page 4 of your speech you state that "We do

Rot need to make a revolution in the general banking system of the
United States because of the conditions in small banks in stricken
agricultural regions." Do you not think that the question goes
deeper than that and should be approached from the larger point of
view which has been expressed before the committee that the primary
aim should be to extend to the general public, regardless of whether
it is urban or rural, the same type of banking facilities?
Mr. ANDERSON. I am in favor of giving good banking facilities to

every place, but I do not believe it is necessary to pass this legislation
to do that. I do not think this legislation would touch that in general,
but that local legislation and local remedies should be relied upon
Primarily for that purpose.

100138-31—vor, 2 Fr 14-8
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Mr. SEIBERLING. You do not think the branch banking system pro-
posed by the comptroller in trade areas would reach these smaller
regions?
Mr. ANDERSON. No, sir.
Mr. SEIBERLING. You do not think that group and chain banking

would reach them either?
Mr. ANDERSON. I do not think it is doing it, with certain minor

exceptions.
Mr. SEIBERLING. So you think there is no way of reaching them? ,
Mr. ANDERSON. I have indicated in the section on remedies in that

bulletin ways of doing it.
Mr. SEIBERLING. Yesterday you heard Mr. Wiggin in answer to

various questions asked by me, testify that the Chase National
Bank had 7,000 correspondent banks; that many of these banks had
failed in the last 10 years; that the relationship•between these banks
and the Chase National Bank was purely a business one; that it meant
profit to the Chase National Bank; that they could do nothing
through such a system to actually prevent failures. Do you agree
with Mr. Wiggin in this respect?
Mr. ANDERSON. I do not think you have correctly got the full

spirit of Mr. Wiggin's statement.
Mr. GOLDSBOROUGH. I understood Mr. Wiggin to say it was

mutually advantageous.
Mr. ANDERSON. Will you allow me to answer that. question about

correspondent relations in my own way?
Let me say that Mr. Wiggin said to me, "Don't bother about what

I said. Tell them what you think." I will tell you what' I think
about the correspondent bank relations.
Mr. SEIBERLING. I want your opinion.
Mr. ANDERSON. I am not giving Mr. Wiggin's opinion about it.
Mr. GOLDSBOROUGH. I do not think the economist ought to be

asked to comment on what Mr. Wiggin said.
Mr. STRONG. He says he is going to give his own opinion.
Mr. ANDERSON. I hope you will not try to put me in opposition to

my chief on any point. I have an affection for him, and he has for
the 10 years that I have been in the Chase Bank stood with absolute
loyalty to the original agreement with me, which was that he would
never ask me to say anything I did not believe.
Mr. SEIBERLING. I am here representing the people of the United

States, and you are here as a witness. What I want is your opinion
and judgment.
Mr. ANDERSON. You shall have it. I just ask you as an act ef

courtesy to me not to put side by side what I say and what Mr.
Wiggin says.
Mr. SEIBERLING. I have no desire to put you in conflict.
Mr. ANDERSON. Let me tell you what I think about correspondent

relationship with respect to country banks.
In a Missouri town a few years ago there was a run on a bank in $

town of about 30,000 people. A telegram was gent to the Chase
National Bank notifying us of the run and asking for help. We knew
the bank; we knew they were good; we knew the people.
Four minutes later a telegram went back to that bank sayin4,

"We stand squarely behind you; we will lend you what you need.
We are sending cash from a near-by correspondent bank." That wa$
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signed "Albert II. Wiggin, president; Samuel H. Miller, senior vice
president."
They put that telegram in the window of the bank and it stopped

the run.
In a very few minutes from a near-by town an automobile came in

with the cash. We made an arrangement with a Kansas City bank
to send them more down. That kind of thing we have done many
tunes.
What do we do to keep them from failing? What do we do to

avert the causes of failures? Almost every time we make them a
loan we put questions to them. We ask, in substance, "What are
you going to use this money for," not always, but in many cases.
We do not ask such questions of strong banks, which borrow infre-
quently and moderately, but we ask many questions when we think it
necessary. "What other facilities have you?" We study their whole
picture. We help them to figure out their problem, holding them
back sometimes when they are going too far.
Mr. SEIBERLING. You do not say anything about collateral.
Mr. ANDERSON. I will tell you about the collateral.
Mr. SEIBERLING. I did not want you to forget it.
Mr. ANDERSON. I will get to the matter of collateral. They con-

stantly ask us for credit information, and our whole credit department
is at their service every day. We tell them, "You can safely let this
man have money," or, "Your customer can safely take this credit,"
or "In this case be cautious."
We watch the details of their business in many ways. A corre-

spondent bank in San Francisco was sending us remittances which
got to us too late for us to give them interest credit. We have to get
to the clearing house at 10 o'clock in the morning. They lost interest
for 24 hours. If they had got there a couple of hours earlier they
would have got that interest.
So we studied the mail train schedules, and wrote them and told

them if they put these items into the mails 2 hours earlier we could
give them interest credit 24 hours earlier. We render innumerable
services of that kind.
Now, as to the collateral. Here is an actual case. There was a

Iloto for $104, signed by John Wilhite—that is a fictitious name—
and Lizzie, his wife, secured by chattel mortgage on Molly, Molly
being a mare mule, 16 hands high, and broken to single and double
harness. That was part of a stack of collateral about that high
[indicating], the biggest note being for $3,000, the next for $700, and
all the rest under $300.
Mr. SEIBERLING. What Was the equity?
Mr. ANDERSON. This was several years ago, this particular loan.

13ut we have similar paper frequently.
Mr. SEIBERLING. I know; you have gone into the details about

Molly. Tell us what the equity was.
Mr. ANDERSON. The loan was $100,000 and the stack of collateral

was $125,000.
Mr. GOLDSBOROUGH. You mean the face of the collateral?
Mr. ANDERSON. Yes.
Mr. SEIBERLING. You consider that kind of collateral from a great

many debtors the very best kind of collateral, do you not?
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Mr. ANDERSON. The loan would have been more easily manageable
and the collateral would have been better collateral in bonds of the
United States Steel Corporation.
Mr. SEIBERLING. There may be some inconvenience in collecting it,

but you consider that very good security, where you get a large number
of small loans?
Mr. ANDERSON. We would have had a lot of trouble collecting those

small loans.
Mr. SEIBERLING. I note you state in substance in your address that

small banks in rural communities can accomplish diversification by
means of their correspondent relations with great banks in great cities.
You go on to say: •
They have refrained from putting all of their resources into local loans and they

place part of them through their correspondent banks into open market com-
mercial paper or readily marketable bonds, or call loans on the stock exchange,
or acceptances, or deposit balances, with their correspondent bank, to Wild uP
a borrowing equity.

That system of banking takes money from the localities and puts
it in the metropolitan centers, does it not?
Mr. ANDERSON. It takes money from the locality in ordinary

times when they have an excess and it gives them back a greater
amount in time of seasonal need or in time of crisis. I will give you
some figures which I collected, and, with the permission of the com-
mittee, I will put this in the record.
I asked one of the officers of the bank to get me figures for small

banks, picked at random, with reference to what happened in 1920
and 1921 in the relationship between our loans to those banks and
their balances with us.
He went across the country, on the southern end, from ocean to

ocean, and then he went up in the western part of the country frora
Mexico to Canada, and he left out all the big places.
He took at random 59 State and national banks—there were a fold!

in Ohio and Indiana; but most of them were west of the MississipPi
or in the South. ,
In January of 1920 the country banks were pretty flush, their

loans were small, and these banks had $1,426,400 in balances with
and they were borrowing from us only $459,200.
Mr. SEIBERLING. That was in January, 1920?
,Mr. ANDERSON. That was in January, 1920. By October of 19.20

the crisis came on; the loans had gone up $1,200,000 and the deposits
had gone down $200,000. So they were now borrowing $450,000
more than their deposits amounted to. And by the following Jan-
uary the loans were $951,300 and the deposits amounted to $759,200.

ndThe change in the year was that the deposits were cut in two a. 
the loans were more than doubled, and they got out of us at the tune
they needed it a lot more money than they originally put in there.
Mr. SEIBERLING. What rate did you get for that money?
Mr. ANDERSON. We gave them—at that time the rates were veil

high, but the country bank gets a lower rate as compared with some
other borrowers. I can not answer that question definitely as W
the rate.
Mr. STRONG. About what was it?
MT. ANDERSON. I would say some of them, at the time we Were

charging some nonbank customers 8 per cent, I think some of theal
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may have paid 7 and more paid 6. In general a bank gets a good rate
from another bank. I am not sure about the rates, because it was a
long time ago.
(The statement above referred to is as follows:)
An examination of credit balances kept with us by 59 State and National

banks situated in the South from coast to coast and in the West from Mexico
to canada (as far east as the Mississippi Valley') reveals the following:

Balances Loans

January, 1920  $1, 426, 400 $459, 200
September, 1920  1, 215, 800 1, 057, 500
October, 1920   1, 221, 200 1, 677, 800
November, 1920  1, 091, 800 1, 346, 400

December., 1920  754, 200 801, 500
.January, 1921  759. 200 951, 300

The statistics do not include credit balances and borrowings of banks in the

larger centers. Otherwise, the banks were picked at random.

Mr. SEIBERLING. You heard Mr. Wiggin say yesterday they
always got collateral?
Mr. ANDERSON. Almost always. May I express 'the opinion as an

economist that the only nian who ought not to put up collateral,
apart, perhaps, from very small personal loans—the only man who
ought not to put up collateral, is the man who is in business, who has
stocks of goods and "work in process." He can not put them up as
collateral, because that would interfere with his operations; but the
man who has the kind of collateral that he can put up, ought to do it.
Might I, in further answer to the question about 1921 say that

Mr. Sidney Anderson's joint committee of agricultural inquiry
brought out some very interesting facts about that, one of them being
this, that in the period from January 1920 to July, 1921 New York
lost to the outside country, $1,735,000,000, net.
Mr. SEIBERLING. What was the last date?
Mr. ANDERSON. That was from January, 1920 to July, 1921.
Mr. SEIBERLING. How much did you get back last summer?
Mr. ANDERSON. When I say "lost" I do not mean it was a money

loss: I mean more went out of New York than came in. New York
Paid out to the rest of the country $1,735,000,000.
(Thereupon, the committee took a recess until 2 o'clock p.

AFTER RECESS

The hearing was resumed at 2.30 o'clock p. in., at the conclusion
of the recess.

STATEMENT OF BENJAMIN M. ANDERSON, JR.—Resumed

The CHAIRMAN. The committee will conic to order. When the
eommittee recessed, I believe you were questioning Mr. Anderson,
Mr. Seiberling. •
Mr. SEIBERLING. I have a few more questions here. Mr. Anderson,

there has been a great deal of talk before the committee with reference
to diversity of loans.
Mr. ANDERSON. Yes, sir.
Mr. SEIBERLING. Now, if you had a branch system such as sug-

gested by the comptroller, you would have much greater opportunity
for diversification of your loans than you have in the unit banks?

Including a few In Ohio and Indiana.
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Mr. ANDERSON. Not if the unit bank is run properly. You would
have in a community, with diversified interests, plenty of opportunity,
of course, even for a local bank; and you can have adequate diversifica-
tion, through your big city correspondent, if you can not get local
diversification.
Mr. SEIBERLING. That is not the question. Would there not be

more opportunity for diversification of loans under the comptroller's
suggestion for branch banking in trade areas than under the unit
system?
Mr. ANDERSON. Not if the unit bank makes use of the facilities

offered by its correspondent.
Mr. SEIBERLING. What do you mean by that?
Mr. ANDERSON. I mean the unit bank can diversify its loans

through buying outside commercial paper, acceptances, making loans
on call, buying bonds, plus the local loans it makes.
Mr. SEIBERLING. Your contention is that the chief means of get-

ting diversification of loans would be through the correspondent in
the metropolitanenter?
Mr. ANDERSON. If it was a 1-crop town; yes. There are some

towns where the banks can get all the diversity of activities right at
home. Even in those 1-crop towns or small cities, they can get it
through the correspondent.
Mr. SEIBERLING. It is necessary to have diversification of loans; is

it not?
Mr. ANDERSON. Yes sir; absolutely.
Mr. SEIBERLING. Therefore, if they have a community where there

is no diversification of paper offered, the only means of getting it is
through the correspondent bank in the metropolitan center?
Mr. ANDERSON. That is the best means.
Mr. SEIBERLING. That would not be true if it was a branch of

parent bank located in a metropolitan center, closer to the com-
munity, in a trade area, for instance, like the headquarters of the
different Federal reserve banks in the country?
Mr. ANDERSON. In most cases that is true, and yet there are some

Federal reserve districts that can not sufficiently diversify.
Mr. SEIBERLING. Name one.
Mr. ANDERSON. In 1921 the Dallas district, as a whole, had it

been self-contained, would have 
 
gone under. The Dallas Federal

Reserve Bank was down to within2 per cent of its own gold reserve.
It had to lean on the rest of the country for liquidity.
Mr. SEIBERLING. What relation has that to the subject we are

talking about?'
Mr. ANDERSON. Well, the district was caught by cotton and other

things that were frozen, and it has to lean on the outside for temporary
help and diversification.
Mr. SEIBERLING. Then the soethern bank that i in territory where

cotton is the chief commodity, in order to be safe, under your theoll
of banking, would have to make a great many loans through its
correspondent in the metropolitan center?
Mr. ANDERSON. Yes, sir. I want to say that, in general, agricul-

ture needs to learn one thing which business has learned. The
weakest point in agricultural financial technique comes from this
matter of lack of liquidity or lack of something they can turn int°
cash. The farmer and country banker, to a too great extent, look
to land as the basis of credit.

•
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If you will contrast the policy, say, of the United States Steel
Corporation and the Utah Copper Co. with the policy of agriculture
in 1020, the thing becomes striking. Steel and copper went high in
Price during the war and the post war boom, and broke violently in
the period immediately following, the same as agricultural commodi-
ties. But whereas the farmer used all of his profits in the boom
period to buy more land, the two great business corporations used
their profits in paying off debts and building up reserves in market-
able securities and cash, so that when the crisis came both the United
States Steel and the Utah Copper Co. kept on paying dividends and
were perfectly tranquil through that whole trouble and .on a basis
far better than before the boom, while agriculture was deeper in
debt than before the boom.
Mr. BRAND. I think you have sized that up correctly as far as

Georgia is concerned. •
Mr. SEIBERLING. Mr. Anderson, you can answer these questions in

a much shorter way if you desire to do so. However, I do not want
to tell you what you must do. It is a fact, then, that a unit bank, in
territory where there is no diversification, must do a large amount

of business in the way of securing loans and making customers through
the correspondent metropolitan bank?
Mr. ANDERSON. Yes, sir. During the season when it has surplus

funds, it sends them to the city, and when the season comes when it
needs the funds for local accommodation it brings them back.
Mr. SEIBERLING. Do you not think the Dallas district, if y.pii take

the Dallas Federal resei ve district, has sufficient diversification? Do
You not think or do you not know that they have a great many public
Utilities and manufacturing institutions there?
Mr. ANDERSON. The experience 011920 did not indicate it.
Mr. SEIBERLING. have you any statistics to show there is not great

diversification in the Dallas Federal reserve district?
Mr. ANDERSON. No, sir. I would recognize there is diversification

there, but 1 know the situation that existed in 1921.
Mr. SEIBERLING. There would be much more diversification if you

had a parent bank with branches in that trade area than for the indi-
vidual local bank?
Mr. ANDERsoN. I do not think so. I do not see any reason why

It should be.
Mr. SEIBERLING. You think the individual 
Mr. ANDERSON. I see what you mean. A bank covering the whole

district could diversify more than a bank in one town?
Mr. SEIBERLING. Yes.
Mr. ANDERSON. Quite true. I
Mr. SEIBERLING. n that respect the branch bank would be much

Superior to the unit bank?
Mr. ANDERSON. Yes; to the unit bank without a city correspond-

ent, but not to a unit bank with a city correspondent.
The CHAIRMAN. In other words, Mr. Anderson, if Mr. Seiberling

Will yield 
Mr. SEIBERLING. Certainly.
The CHAIRMAN. You would have us infer that a country bank

Would be as well or better served under the correspondent system than
acting as a branch?
Mr. ANDERSON. I believe that.
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The CHAIRMAN. You believe it could give the territory in which
it is located better service?
Mr. ANDERSON. Assuming a good bank and a good banker.
The CHAIRMAN. If a correspondent banker situated there relies

on the city correspondent to advise him in regard to his investments,
he can be a mediocre man if he will consult his correspondent city
bank?
Mr. ANDERSON. Yes; and there is a constant consultation about all

kinds of banking policies. It would amaze you the questions put up
by bank correspondents and the number of things they ask us to do
for them, things which, by the way, do not always relate to banking,
strictly.
The CHAIRMAN. Do you think the country banker understands

that relationship is open entirely to him? Is he not reluctant to put
these various determinations before his city correspondent bank—
these decisionsdecisions he has to make frequently on a moment's notice?
Is he not rather handicapped on account of distance?
MT. ANDERSON. He does not usually consult us about local loans.

He runs his own bank.
The CHAIRMAN. You are dealing with surplus funds whereby he

can secure diversification in his loans?
Mr. ANDERSON. Yes, sir, and he will very commonly consult us.

He will ask us to pick out paper for him and advise him what bonds
to buy, etc.
Mr. SEIBERLING. Since he has done that a groat deal, the local

bank's money is invested in paper you recommend and which the
correspondent bank knows about and the local bank does not. Does
not that greatly increase the domination and control of money and
credit by the correspondent bank in the metropolitan center?
Mr. ANDERSON. No, sir; if we do not treat them right the Central

Hanover will and the Guaranty Trust will, and there is constant
competition for these correspondent bank accounts.
Mr. SEIBERLING. But they can not leave your bank until they get

their paper liquidated that they purchase through you; they are
dependent on you to liquidate the paper?
Mr. ANDERSON. The paper is the obligation of some corporation.

It has a national market. It is sold through note brokers of national
standing. We do not have to collect it for them. We will do it for
them if they ask.
Mr. SEIBERLING. But you know about the paper and they do not.
MT. ANDERSON. But the matter of collecting on the paper is a

simple matter.
MT. SEIBERLING. It is collected through your bank?
MT. ANDERSON. Yes; but they could change to another correspond-

ent over night.
MT. SEIBERLING. Now, Mr. Anderson, will you not admit that s

realtionship of that kind does give you to a greater or less extent,
domination over that community bank?
Mr. ANDERSON. No, sir; I will emphatically dony that it gives us

domination over any correspondent bank.
Mr. SEIBERLING. I note your statement, "I can not sympathize

with the view" 
The CHAIRMAN. Before you get to that, may I ask this question'?
Mr. SEIBERLING. Yes.
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The CHAIRMAN. In. connection with this relationship which you
suggest enables the city banks to advise the country banks, which
advice you say is freely given—and I know it is and quite freely sought
after by particular banks—I recall some few years ago where a New
York publishing house—Harper & Bro., for instance—were issuing
large amounts of commercial paper which was sold through a reput-
able note house in New York, Charles Hathaway &, Co.—and country
banks were advised by the city correspondent banks to buy that paper
freely and many of them did buy that paper freely.

It turned out subsequently that Harper & Bro. were financially
embarrassed and they went through a reorganization. It developed
afterwards, I think, in the information that came out, that the New
:York bankers had known a year previous, that Harper & Bro. were
in a condition where they were not strong financially and they were
called upon to liquidate and they liquidated through the process of
selling the paper through these commercial houses, and the result
Was that the failure really occurred a year before it was announced,
and these local banks purchased this paper wholly in ignorance of
that situation.
This is what happened: Very much to the surprise of the country

banks that held that paper, there was an old mortgage of $850,000
that everyone had lost sight of, which was held by J. P. Morgan & Co.
I mention that as one of the relationships that exist between city

correspondent banks and country banks. Might it not be that the
City correspondent banks might use country banks in that manner
again for the purpose of unloading? Of course, I realize it would be
subject to great censure.
Mr. ANDERSON. I do not know the facts about that case, but I

know how the thing has been done in two institutions. I watched it
for a couple of years in the Bank of Commerce when Mr. Christensen
handled the commercial paper. He handled for that bank and its
correspondents several hundred millions of commercial paper in one
rear without loss to himself of anyone else. I know how it is handled
in the Chase. We are scrupulously careful about that.
I do not know the facts about the case you mentioned, Mr. Chair-

Man, but I do not think it is in any way a representative case. I came
to Wall Street 12 years ago with the background of a countryman—
a Missourian, first from the bluegrass region and then from university
Work—with a great deal of distrust, and taking a great deal of precau-
tion as I went along to guard myself so that I would be free to retain
My academic liberty. As I have seen bankers and brokers in the.
street dealing with one another and with their customers, my confi-
dence in those men has gone up and up. Most of the business goes
on over the phone on the stock market and on the foreign exchange
Market. They could not do it if there was not good faith. I have
seen them hold to their word and take their licking without a whimper.
The same man might beat his wife that night. Chat I do not know.
But he keeps his word.
In the relationship between the city and country banks that same

situation applies. Let me give you an instance. The Bank of Ber-
muda has been a correspondent with the Chase for 50 years. When
I was with the Commerce, I tried to get them away from the Chase.
They said, "They have been so good to us for 40 years that if we left
hem now you would not want us." They are scrupulously honest

In their dealings.
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That relation lasts because it is handled right.
Mr. BRAND. Was that $850,000 mortgage on real estate?
The CHAIRMAN. It was a first mortgage on the property of HarPe

& Bro.
Mr. BRAND. Supposing a country bank tells you to buy $100,000

worth of acceptances or some sort of security or commercial paper;
how could there be any mortgage on that character of investment
without your knowing it?
Mr. ANDERSON. The credit department that passed on that paper

ought to know about any mortgage on the property.
Mr. BRAND. Have you any laws in the State of New York that

permit you to have a mortgage on that class of paper?
Mr. ANDERSON. It was not a mortgage on the paper. That is

an unsecured note. It was a mortgage on the property of the maker.
Mr. BRAND. Is there any law in New York that would give a hen

on acceptances or commercial paper or securities that you might
recommend to country banks to buy?
Mr. ANDERSON. Not on the paper; no. It was simply that there

was a prior obligation on the real estate of the company.
Mr. BRAND. The case mentioned by the chairman was?
Mr. ANDERSON. In that case the negotiable paper is clear.
Mr. BRAND. One other question. How could your bank dominate

a country bank, though it had placed money with you to buy differ-
ent securities, unless that bank owed you something?
Mr. ANDERSON. We could not. If they owed US something find

were handling themselves well, we could not. The only case in which
the city bank could dominate a country bank is where a note of that
country bank matures and it can not be paid. Then a creditor can
make terms.
Mr. BRAND. If he does not owe you anything
Mr. ANDERSON. He can not be dominated. The great difference

between the system of correspondent banks and branch banks
this: Under the branch bank system all decisions as to the flow 01
funds between the head office and the local branches are made at
the head office. Under the correspondent system all such decisions
are made by negotiations between principals, one of whom represents

the local people.
Mr. SEIBERLING. YOU say they seek advice from you continuousu •
Mr. ANDERSON. Yes; and if we give them good advice, they ask

for more.
Mr. SEIBERLING. You have taken occasion to step aside 
Mr. ANDERSON. We ask them for advice often, also.
Mr. SEIBERLING. You have taken occasion to step aside an

eulogize Wall Street. Why is it that the country has a prejudice
against Wall Street if all these things you say are true?
Mr. ANDERSON. Well, I must say that I was brought up with that

prejudice myself. Wall Street has done sonic things that deserve
reprobation. There have been, at times, bucaneers on Wall Street;
there have been times when Wall Street really deserved severe censure.
i think the country, as a whole, does not know Wall Street as well ss
I do. If it did, I think it would have more respect for Wall Street.
MT. SEIBERLTNG. Well, we have not time to go into that. Y011

are working with Wall Street and you are not asking any favors froin
Wall Street. I note in your statement you say:



`.tunox Joudanop Aq quo ‘.,cuotupsal alio Nunn I asnuaag
‘sasnua aq4 JO auo 511 3tl3 4sil lou }up ..ns 'ON •Nosunoxl,r IN

i,110A7 op
'SLIOSI1J.1 J11110110J0 .10.1 1t13.1 4itI4 MIMI JO sstqa aq4 luaniatmutitustm
1131111111.13 .10.1 NUItti 13 JO J1111113,1 lnd 4011 op 110A 'DNitiumitas

*uosttim Jaqw gun JO asnuaaq !!nJ 4011 NI) 41 uoili
`ouiLia JO °stoma(' Slops pap.' 4! lutil owl s! 4! J! •Nos11:40v %qv,

ituonutio .11102; (43
aaaqpit noS ppm 'ona4 s! /ins lutink :thuutossv •rusurnianins ..11‘

.slanJ oto moul t3 aAnt! 111110m I-xosn:ioNv ..11‘
i,upttunJ J0 ouioli atil 03 su uoiti!do

anon' a:Juntla pinom uori an.14 u01411114ts sup ii*DN1rIII:i111:4S %ILK
•suo!4!puoa an.uotwaa ifq SlinaaA sum 41 .+n0u)1 .:(?u!Ipunti
-snu pitutupa 04 atilt FltA\ 11 pop Aft01fli WU pip I •Nosu:ioNy

JAk 511galls ̀uotsiAladils lualutuanoz
ou pug )1unq sup pup ̀10u no op ‘moini °sly tioA •nanpuol!uad inn
04 4tias putt palaIntioa J.10.41 sdoloa.up Jo paroq amlua awl ipiapaitad
111111 pun sJaalpo. sl! Jo 41101110131113111SIUI atll JO ttosnat
ifiajus pan )junq sup 31144 ̀asai10a J0 ̀.1mitot uoi,•oxvniatiI:41,-;

'otio sum Moil I dlij, *XOSIIHUNV
6)1414(111131111311133 010 JO ottruu alp s.11.i:} 4011 pllt no,k •uxrinHaias ..11‘

•aauulsul JoJ 'alumna u!--5.101130 tioaq
antiq adaq,L 111.1 JSIIy tu alio pun ̀minty ilt.10A3S 'N0.911:3UNV

•-1111 [ pin; quip0 u! j ‘N.wilawa. ittlui I Jo satiquu llh1 Jo

saidunixa sn 0A11 110A attuotioaa asianpu 03 palqns ptoi
sNumq lnui JO pull sainittu autus otp 04 ladfqiis o.un stuaisns 'zjupioug
qaun.lq 4844 molts 03 3i1tua4413 1101 040t1 J *UNVIHRUIRS, ..11K

•liunitruti tpunaq 10110.11(4 SUJ.111 Op11.14 41;0.141 .1‘)A0J S)UI1
941% Jane puards 31 ovum tio.c Ji lou mom •NOSII1UN%"11‘

44011 Si)Op
`.t>uppuiii I8a01 sancd LualsiCs iutio!inu •rusauttalinis

..toti3a204

-unq turm walstsuoa Si 584uptunq pool lianut 58 annq ppioqs s.ino su
paulsaany Sl3 A:.111J110.) Ault f.qs ̀ON •ntosununly •JIK

otil JO ssatusnq 2up(unq 041 m

Xautua.ulns onnq pplotis luaunlaanoo 0010!InN 044 I11144 'sum sit
pun tq su luatuudanoo 1) 111 )1up11 1011 non 0(1 •oxirni:tatas

•u0i3tsod0.n1 Jupiapatid 311111 03 Att!.1.1aJa4
sum I •tualsn's pmapaA 01I4 JO Si!.topadiis alp qsllqu450 o; palmist pto3
suw4s..cs pitunInu pun i_'1n3s Jo nliind Jo Saoatil alp 2u1Japiz0.uns sum

pairia!pu! 011 iialtim piatuaols s..iallo.14(1010a aq4 u! 4110 442t10.1q
tropsais 044 sum aioql 03 patdaJaa 1 zupp atu, .NostLiux,v

Luoptidap!suoa
tunui 044 veto 4011 Si aupitniq Jo itialsSs Joins putt lopunos 11 allqild
alp 1tun0 Jo ma!n 13 ty!nt lnq ̀ssou!snq Jo 4/10 sNtni(4 041)45 041 211!..111p
JO AVOtA 1f4tAt lou ̀uopunl!s 2upninq anwa 0114 Jo 0.1111.1D 0N114 pun m
dais 'amp S144 413 4011 plum's sapg!q!suodsaa pun &fantod i14uo!3n.39suo0
aiquuopsanbun 84! ;lapin ssai2uoj 41)114 putimap arumam ollqiid 043
4011 saop lug ̀sNunq 041345 alp ;rano lunotuturnd aq p1110115 qunq
inuomiu 044 aatilatim Jo uopsant) 40u 514! ̀sn aaoJaq tuanodd 044 ui

.s.104.1111p 111110111;11 wo puu aa4a11ti3
awls doap ol Poliadtuoo oc•i lom sipinq pou 'swaisds flopping olins a113
.111A0AO tuzus.s flopping ploomiu ath 

pp 
S010110.1(109 kligAiki Jo ailodaroi alp 101 110!311/

punoson ssuil 03 XJ03989300 fq 11013 21A0!A trUM 0Z!IIIIMIII/i9 30U U130 I

669 Ioxims.va dfl01-19 axv 'llaxvng



1900 BRANCH, CHAIN, AND GROUP BANKING

put that as a minor influence. Did not Governor Young list that as.
a minor reason for failures?
Mr. BRAND. It is lower down the list.
Mr. SEIBERLING. I also note that you refer to the failures of 236

banks which belonged to the chain system. Do you know that chain
banking has met with almost universal condemnation from witnesses
appearing before this committee and can not be placed in the same
class as branch banking?
Mr. ANDERSON. I do not believe the difference is anything like as

great as many people suppose. I believe the Florida and Georgia
chain would have failed if there had been a holding company holding
the stock, and would have failed if there had been a central office
with branches.
Mr. SEIBERLING. What is your opinion of the economic future Of

rural banking if carried on indefinitely under present conditions?
Mr: ANDERSON. I think many of the small banks in the small vil-

lages will dry up and go under: that the more sizable banks in the
substantial towns of four and five thousand people will survive and
do well.
Mr. SEIBERLING. Do you not know, Doctor, that there are hundreds

and hundreds of small banks in the United States in rural commun-
ities that are organized by the people in those communities just to
furnish banking facilities and these banks are a constant source Of
worry to the stockholders and directors and that they would be gia°
to have a large bank in a metropolitan center take those banks over
as branches and relieve them from the responsibility of maintaining
banking facilities in the community?
Mr. ANDERSON. And taking cognizance of that, I recommend that

certain States pass legislation to take care of that.
Mr. SEIBERLING. That the States should do that, and not the

Federal Government?
Mr. ANDERSON. I believe the States should do it. It would simPli

bring about a great disturbance and a great shifting 
Mr. SEIBERLING. You advocate the Federal Government going

entirely out of the banking business?
Mr. ANDERSON. I recommend that the Federal Government Rass

a law permitting national banks to have the same branch bankIng
powers that State banks have, and that in each State the States take
it up as a local problem.
Mr. SEIBERLING. HOW can you justify the statement that you ari

afraid of giant branch banking systems with enormous capit
ranging over trade areas which may equal Federal reserve districts
in size, when the Chase National tank, with its tremendous Size'
being probably the largest in the world, has its branches in New Yeti!
and abroad, its securities companies with their branches throughou:
the United States and abroad, and its American Trust Co., with 31
offices in this country and 66 abroad, together with the American
Express Trust Co. You cover the world 
Mr. ANDERSON. No, sir; we do not cover the world with branches;

I am not afraid of giants, but I want the giants confined to g,ian"
places.
Mr. SEIBERLING. You state that in your statement.
Mr. ANDERSON. I said giant branch banking systems ranging over

Federal reserve districts. I want the big fish to stay in the rivers
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and the oceans and keep out of the creeks. The Chase National
Bank has branches only in the city of New York and a few out in the
World outside of the United States.
Mr. SEIBERLING. it is inconceivable to me that the Chase National

Bank, which unquestionably operates successfully these various
branches of the bank and the affiliated companies all over the United
States and abroad, could not operate successfully branches in trade
areas.
Mr. ANDERSON. Well, we would not like the job; the difficulty

increases very greatly with distance. In New York we had no
branches until 1921, and then only eight in the city. We worked a
long time on that, studying how to deal with them, where we could
see the men every day and sit with them in committees two or three
times a week and with easy telephone communication. You can
know them personally and you can get the feel for them. But the
proposition of administering branches at a great distance is exceed-
ingly difficult.
In the West Indies, in 1920, I was talking with the branch manager

of one of the Canadian banks. This was early in 1920, in February.
He said, "I made a loan of $50,000 on sugar a little while ago. My
instructions are that on a loan over $2,000 I have to refer it to the
home office." He said, "That is not the way to do business. The
head office protested and I wired back and offered my resignation.
The head office stood for it." At the time the loan was made sugar
Was selling at 25 cents and the sugar was 2 cents in the autumn follow-
ing. I do not know whether they wired for his resignation in the
autumn or not. The problem of keeping the proper balance between
local initiative and head office responsibility is terrific.
Mr. SEIBERLING. That would not be true of the Federal reserve

district.
Mr. ANDERSON. They cover considerable distances. One of the

California bankers—I hope you will not ask for names 
Mr. SEIBERLING. I will not.
Mr. ANDERSON. One of the California bankers told me that he had

a branch in a city some distance away, that was in charge of an excellent
Man to whom he gave a free hand. He said, "What I will do if that •
Man dies, I do not know. How I can get a satisfactory man to
replace him, I do not know."
Mr. SEIBERLING. You will concede that branch banking in trade

areas, such as the comptroller suggested, would be injurious to a bank
like the Chase National Bank?
Mr. ANDERSON. I am unable to say that. If we went out in these

districts and put our branches out there we would probably lose a lot
Of correspondents, but the fact that they consolidate does not make
the necessity of correspondents any less.
Mr. SEIBERLING. The main bank would have to have a New York

correspondent, but you would not have all these unit banks to do
business with.
Mr. ANDERSON. We might have less correspondents and more

deposits—bigger deposits—and probably less detailed business to
take care of.
Mr. SEIBERLING. Now you appreciate the fact that at the present

time any industrial company or utility company that wants a large
•som of money has got to go to New York to get it?
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Mr. ANDERSON. No, sir.
Mr. SEIBERLING. I am talking about a large sum of money

$25,000,000.
Mr. ANDERSON. Chicago can swing that easily, and St. Louis

could, probably.
Mr. SEIBERLING. They go to New York, do they not?
Mr. ANDERSON. We try to get them to come to New York, hut

Chicago has a lot to say about that:
• Mr. SEIBERLING. The printers of New York print all the docu-
ments?
Mr. ANDERSON. You mean the American Bank Note Co.?
Mr. SEIBERLING. Yes.
Mr. ANDERSON. They do a lot of it.
Mr. SEIBERLING. And when a trust company registers the stock,

an engraver in New York engraves the bonds?
Mr. ANDERSON. But that is done also in other places.
Mr. SEIBERLING. But you know the reorganizations handled in

New York all took place that way—a New York lawyer handles all
of that business there in New York.
Mr. ADNDERSON. That situation 
Mr. SEIBERLING. You can answer my question, can you not?
Mr. ANDERSON. That is SO much less true than it was 20 years ago.
Mr. SEIBERLING. It is true to-day.
Mr ANDERSON. I do not think it is so true to-day; no sir.
Mr. SEIBERLING. In the reorganizations at New York, New York

lawyers handle those reorganizations?
Mr. ANDERSON. In a New York reorganization, yes; but suppose it

is handled at Chicago?
Mr. SEIBERLING. Then a Chicago lawyer will handle it.
Mf. ANDERSON. Yes.
Mr. SEIBERLING. Now, if you had the concentration of capital in

the chief cities of the Federal reserve districts, those lawyers, those
printers, those engravers, and other people engaged in that business,
in those Federal reserve districts, would have an opportunity to do
some of this business?
• Mr. ANDERSON. There might be more of that. This matter uf
engraving and printing I do not know about.
Mr. SEIBERLING. Well, I could mention half a dozen more things

that are contolled by reason of the location of the reorganization in
the financial center. I have been through it and know all about it,
and you know all about it.
Mr. ANDERSON. When you are talking about reorganizations; you

are not talking about commercial banking.. You are talking about
investment banking. That is a separate line of business.
Mr. SEIBERLING. You will admit that the branch banking systent

as recommended by the Comptroller of the Currency, would decen-
tralize money and make probably 20 or 30 large centers? You believe
that, do you not?
Mr. ANDERSON. I do not think so. I can see some change, possibly.
Mr. SEIBERLING. What is your objection to it, if you do not see

any of these things?
Mr. ANDERSON. My objection is I do not think it would be good

for the country. I am not speaking for the Chase National Bank.
I am speaking as an economist and as a citizen.
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Mr. SEIBERLING. And the fact you are an employee of the Chase
National Bank has no influence upon your position?
Mr. ANDERSON. No influence upon my statement here. I am

expressing an opinion I expressed 11 years ago, before I entered the
employ of the Chase National Bank.
The CHAIRMAN. You said that this system that Mr. Seiberling

is referring to is not pertinent to the subject of this study. Do you
not think it is pertinent to the subject of group banking, when the
Cl-,ase National Bank has a group of subsidiary operations in which
they originate and distribute securities and do an investment banking
business? Practically all the large New York banks now have affili-
ated with them groups to handle the various kinds of banking and
underwriting such as Mr. Seiberling refers to, and the sale of securities.
Mr. ANDERSON. Now, the question is whether more or less of that

would be done in New York if you have these groups or if you have
branch banking. I would say that the amount of it that any section
of the country can do must depend upon the final consumer, and has to
depend on the volume of savings in that community, generally. How
You can build up a big securities business in a rural section, where the
farmer, instead of being an investor, is frequently a borrower. I do
not know. At the present time the securities business is a country-
wide business. Any issue of any sort might originate in New York
or Chicago or St. Louis, or other financial center, and a syndicate
to dispose of it might be formed in any great city. If it is a big issue
bankers all over the country are interested.
Mr. SEIBERLING. That all they make out of it is a little rake-off

or commission.
Mr. ANDERSON. It depends on whether they are in it in the begin-

ning or simply as distributors. There are groups in the syndicate
in almost all important centers, when big issues are involved.
The CHAIRMAN. We can recognize that New York is organized

to do the kind of business that Mr. Seiberling referred to. They are
equipped in their particular line to do that business. They do
originate and do reorganize and do bring out original issues and do
distribute. They make these bankers' agreements and act as managers
and frequently associate with them, in some capacity, banks from all
over the country. But New York is particularly rigged up to do
that, particular business and it is a big part of New York's banking,
and a synchronization of New York banks with the outlying district
banks is a part of that, and a little part of that is the stock exchange
rules and regulations, and the places in which they have to be printed.
Por instance, the stock exchange have to conform to a certain regu-
lation that the printers in New York can understand, and so the gen-
eral trend of reorganizations, which are concentrated in New York,
iB to accept all the facilities in New York. Does not that, in itself,
tend to bring this business to New York, as a center?
Mr. ANDERSON. We do more .of it than anybody else. However,

We do not originate all of the things. Many times things originate in
Chicago and are offered to us and we are invited to come in.
Mr. SEIBERLING. Under the branch banking system, St. Louis and

Chicago would become greater financial centers, and you would get
less of that than you do now?
Mr. ANDERSON. I do not see that. At present the St. Louis banks

have a great deal of distribution. They have the local things, and
We sell to them things for distribution.
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Mr. SEIBERLING. I have just one more question that arises out of a
newspaper article I.read last night. The Postmaster General is rec-
ommending, according to the paper I read, an increase in the limit of
deposits in the postal savings from $2,500 to $25,000. In view of that,
I ask you, as an economist and speaking as an expert, in view of the
fact you have no scheme or plan by which banking facilities can be
extended to the remote parts of the country if you will not agree that
all people are entitled to some banking facilities, according to their
necessities?
Mr. ANDERSON. It is desirable to have them.
Mr. SEIBERLING. In view of that fact, do you think it would be

advisable to expand the powers of the postal savings system slightly
so as to give limited banking facilities in these remote rural districts?
Mr. ANDERSON. You have addressed to me a complex question.

You. say "In view of the fact that I have no plan." I venture to,
suggest I have a plan that I have offered in my section on "Remedies.'
In reference to the Postal Savings System, I do not know enough

of its actual workings to express an opinion. I do not know, for
example, what the present limit is. I would say, in general, I would
prefer to have the thing worked out by private enterprise rather than
have the Government do any more than imperatively necessary.
The CHAIRMAN. You referred to the statement of the Comptrollr

of the Currency here a few moments ago in which you analyzed his
suggestion as more favorable to the national system than to State
banks. I am referring to his recommendation of the extension of
branch banking to trade areas which might, if carried out, place
State banks at a disadvantage in competition with national banks.
You recall the statement?
Mr. ANDERSON. Yes, Sir.
The CHAIRMAN. And you indicated that the State system is

probably as good and should be given at least an equal chance.
Mr. ANDERSON. I admit the superiority of the national system as

a whole. In some of the States, I think the State system is emptily
good.
The CHAIRMAN. In that connection, I should like to call your

attention to some evidence presented the other day. These figures
are approximately correct. Since the 1st of January, 394 banks
have failed in the United States, of which 36 were national banks and
358 were State banks.
There might be reasons for that, but on the face of it, it would

seem to indicate that more State banks were failing than national
banks. I recognize the fact, however, that there are fewer national
banks than State banks.
Mr. ANDERSON. The deposits of the national banks average much

larger.
The CHAIRMAN. Whether that is an indication that national banks

are better operated or better supervised oi more to be entrusted with
the people's money I do not know.
Mr. ANDERSON. I think it means that national banks are larger

than the banks that have been failing. The bulk of the banks tha. t
have been failing have been very small banks, not large enough 1.11
capital to get a national charter. The States that have been hit
hardest are the States with the very small banks.
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The CHAIRMAN. Inasmuch as the banks that are failing are largely
State banks, would you think that that was a dangerous situation in
the country, or perfectly normal?
Mr. ANDERSON. I am afraid it is a situation that is water under

the mill.
The CHAIRMAN. In other words, you think it is a cleaning-up proc-

ess of the conditions after the war?
Mr. ANDERSON. Yes, sir.
The CHAIRMAN. And that it will result in a good condition?
Mr. ANDERSON. Yes, sir; but it is terribly painful while it is going

on. One thing again: The disappearance of the village—and I
think the figures of the census so far available show the small village
is going at an alarming ate—
The CHAIRMAN. I think the full census reports when they are avail-

Ole will give us a clearer understanding of that. There is a general
indication from the figures thus far available, that that is the case.
Mr. ANDERSON. I think the microscopic bank—perhaps I should

not use that expression—the very small bank, which is always a
State bank not large enough to get a national charter, will experience
some further trouble.
The CHAIRMAN. Judge Brand referred yesterday to the conditions

in Georgia where whole counties were without banking facilities,
producing a distressed condition, where banks have either gone out
of business or failed, and the people in that immediate community
are not in possession of banking facihties.
You recited this morning, quite m 

in 
detail, the situation as

regards branch banking in England, indicating that n towns of several
thousand population, these branch banks are only open from one to
three days a week. I wonder whether it indicates in this country,
Which is a newer country than England, that because of the fact that
small communities are being eliminated due to good highways, mass
production, consolidation of energy, etc., we are getting to that point in
the United States where those districts may have to be served in the
same manner as in England. Would you think that would be the
condition we are approaching here?
Mr. ANDERSON. There might be localities where that would be

the best that could be done. Certainly the unit bank in a very small
and dwindling village is a needlessly expensive thing. If they could
get something more economical and give the people some banking
!acilities that would be safe; it would be better. However, I think
it has got to be worked out not by a general rule, but locally by the
local interests.
Mr. BRAND. When did you leave Missouri and go to New York?
Mr. ANDERSON. I first went to New York from Missouri in 1910

to go to Columbia University, where I was first a fellow and then a
teacher, and then I spent five years as a teacher in Harvard Uni-
versity, and came back to New York in 1918.
Mr. BRAND. Were you connected with the banking business in

Missouri?
Mr. ANDERSON. No, sir; I was a teacher until 1918.
Mr. LucE. Mr. Anderson, you are the economist of the Chase
ational Bank?
Mr. ANDERSON. Yes, Sir.
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Mr. LUCE. And are the author of the material that appears in the
Chase Economic Bulletin?
Mr. ANDERSON. Yes.
Mr. LUCE. The bank is good enough to keep my address on its

mailing hst,.and I may show the value I place upon this bulletin by
saying that it is one of the few publications of which I keep a file for
the purposes of reference. You have a high standing in the cconomic
world and your words carry weight. May I ask you how many copies
are circulated of the Chase Economic Bulletin?
Mr. ANDERSON. I think of that edition between fifty and sixty

thousand.
Mr. LUCE. And what is the general nature of the mailing list?
Mr. ANDERSON. It goes to stockholders and depositors and to

others who are interested who ask to be put upon the list, and some
others we pick out that we want to have on the list.
Mr. LUCE. It goes also, I imagine, to editors of financial publica-

tions?
Mr. ANDERSON. Advance copies; yes, sir.
Mr. LUCE. And to financial writers generally?
Mr. ANDERSON. When they ask for it.
Mr. LUCE. But it has a considerable circulation, I have no doubt,

among financial writers?
Mr. ANDERSON. Yes, sir.
Mr. LUCE. Therefore it may fairly be said to have an important

influence upon the financial thought of the country?
Mr. ANDERSON. I hope SO.
Mr. LUCE. I think you will admit it. At least I shall admit A for

you. In those circumstances, if by chance you have misunderstood
any features of the situation and upon mature reflection should see
fit to modify any of the views expressed in the copy I have before me
of the issue of May 8, of which you have furnished copies to each
member of the committee, is there a possible way in which a subse-
quent modification could be laid before these readers?
Mr. ANDERSON. Well, I could consider that.
Mr. LUCE. I ask that question because, fiankly, it seems to me the

repetition of certain language here muddies the water to some extent.
You this morning, withdrew the headline, "A Revolutionary P.ro-
posal," but I find on page 4, "We do not need to make a revolution
in the general banking system of the United States"; on page 6 re
say "Certainly there is nothing in the experience of the past Dine
years, as revealed in the foregoing figures to justify a legislative res"
olution in our banking situation;"
On page 11 you say:
"At the same time it would avoid the grave evils that would',

come from the sudden revolution in our general banking system.'
To one who has been present at most of these hearings during the

last few months, these phrases are not in harmony with what .bee
actually gone on in this room or with what has been said, and possiblY
before I have finished the inquiry, I may be able to sustain that
contention.
Mr. ANDERSON. May I say that I wished to offer a substitute

expression because that phrase seemed to offend one member of th!
committee, but that I did not mean to withdraw the expressio.
I used the word "revolutionary" there in its literal and technical
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sense, and, in that sense, it does not mean a revolution in the popular
sense.
Mr. LUCE. We will consider, as we go along, whether there is

Warrant for my view of the matter. As the things I have marked
make it difficult to take these up except in consecutive order, possiblyI shall repeat somewhat.
I observe you say, on page 4:
The proponents of this widespread extension of branch banking outside the

City of the head office apparently intend to make use of the recent rapid develop-
Ment of group and chain banking, by adopting legislation to permit the groups
and chains to transform themselves into branch systems.

This is not in accordance with the impression I have received from
the various witnesses who have been before us. I do not recall in
?iny instance anybody connected with a group or chain system who has
intimated any desire to substitute therefor the branch system. My
ineniory may be incorrect, but certainly the great bulk of the testi-
inony before us has not furnished warrant for thinking that the pro-
Ponents of branch banking have this in mind. On the contrary,
they have distinctly given me the impression that they preferred to
be let alone and to continue as they are.
Mr. ANDERSON. My statement related not to testimony of the

group and chain bankers. My statement was based on impressions
I received from reading the first five parts of volume 1 of the testi-
Molly which did not include any testimony of any of the group or
chain bankers.
, Mr. LUCE. While it is ,possible, of course, that some ulterior motive
nes been at work behind the public utterances of the proponents of
branch banking, nothing has appeared here to indicate that such is
the case.
Mr. ANDERSON. The disposition was not to ascribe ulterior motives.

It. was simply that those advocating the system seemed to have in
/mad especially the group developments that have taken place as
!iernething that would fit into the picture and would naturally lend
itself to trade area branch banking.
Mr. LUCE. I thought it fair to witnesses who have appeared, and

te the committee itself, to bring out as distinctly as I can, the fact
that we have had before us the picutre of two competing systems
With no inter-relation of purpose, thought, or hope, and the testi-
Nony we have received has indicated to me that if we take action, it
Is to be expected that we shall face the question of which of these two
Systems is the better system and not the question of whether one
Would lead to the other if left alone.
Mr. ANDERSON. I had no reason to ascribe ulterior motives to

Mybody.
Mr. LUCE. When I use the word "ulterior" I mean in its cold sense.
Mr. ANDERSON. Hidden motives?
Mr. LUCE. Undisclosed motives.
Mr. ANDERSON. I do not mean that. I got the impression from the

tce, timony of the comptroller and of Governor Young that they
.,tnought these groups are naturally in line with the next step in the
(levelopment and I said " apparently " because I was not absolutely
sure I could put my finger upon a passage in their testimony that
veuld justify the statement in full and it was not--
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Mr. LUCE. I did not receive from either of them, on my own part,
any impression that they desired to intimate approval of either group
or chain banking.
Mr. ANDERSON. No.
Mr. LUCE. The next passage to which I would call attention is this:
I should not know how to draw a constitutional legislative proposal which

would compel good bankers to absorb weak and failing banks.

Therein, sir, your view is undoubtedly that of all of us but may it
not beg the question? It was clearly brought out by the testimony
of those representing group and chain banks that they had no inten-
tion of taking over weak and failing banks. Clearly it would be in-
consistent with the business motives that prompted them to organize
their groups and chains. I speak of it as begging the question
because that is not the issue before us. What we want to find out is
whether it is wise, by the branch-banking system, to secure routine
banking facilities for small communities where a unit bank does not
now exist, and if it ever did exist where it failed, and while the tenor
of the bulletin before me at the start seems hostile to such a purpose,
I find that later on you actually commend that purpose.
Mr. ANDERSON. I commend it from the beginning. I am la

sympathy with the purpose from the beginning, but I understood
the initial purpose was to arrest the failure of these banks. I think
it might even precipitate the failure of small banks if you started
rival banks in the communities.
Mr. LUCE. I should differ with you as to the emphasis to be placed

upon the purposes of this legislation. While the failure of these
banks gives a dramatic color to the problem, yet the heart of the
problem is how to serve all the people of the United States. That is
our primary function, and that is emphasized or rather supported bY
the fact that these failures are, for the most part, State banks, over
which we, here, have no direct control and which we could, with
difficulty, reach.

While the failures of these State banks, of course, greatly concern
us as citizens of a country where we would lessen suffering as much
as we can, our basic duty, as a committee of the National House',
is to shape legislation of a national character, the prime purpose ci
which is to serve all of the people.
I think there must have been a misprint of possibly there was, j11

the last two or three lines of the paragraph which I am quotink
where you say that the managers of a great group-bank system woWat
very properly shrink from the task of taking over sixty millions 0,,
banking resources scattered among 200 banks in very small towns.
Mr. ANDERSON. I was dividing $60,000,000 by $300,000. Does

not that give 200? Three hundred thousand dollars was the average
size of the failed banks.
Mr. LUCE. You mean to confine our attention, then, to the smallest?
Mr. ANDERSON. To the average bank that is failing. You have

your 5,000 banks fail with a billion and a half deposits, the average
of the deposits being $300,000. That is the typical bank that WI
failed, and I say this group-banking plan is irrelevant to that. It 1
like threading a needle without letting the thread meet the eye'''.
Mr. LUCE. As a matter of fact, 5,000 banks have failed in the

last 10 years?
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Mr. ANDERSON. Yes, sir, and the average deposits were $300,000.
Mr. LUCE. I do not see why, if 5,000 banks have failed, with an

average of $300,000 deposits, you should restrict our attention to
200 banks.
Mr. ANDERSON. It is an illustration of the problem the group banks

are undertaking, and the problem they would have to undertake if
they were going to stop the failures of the small banks. They are
not taking in $300,000 banks. This was merely an illustration. I
could make it 10 times as big or half as big.
Mr. LUCE. Well, it sufficies for my purpose to point out it is not

the 200 that have agitated us but the 5,000.
Mr. ANDERSON. I will reply, to meet your figure, it would be a very

difficult undertaking to try to administer 5,000 banking offices averag-
ing $300,000 deposits each, and that any group would properly shrink
from doing it.
Mr. LUCE. Let us go to the sixth page, where you say, after using

the word "Revolution," as I referred to a while ago—you go on to
aver there is nothing in the experience of the past nine years "to
justify the creation of giant branch-banking systems, with enormous
capital, ranging over 'trade areas' which may equal or even exceed
Federal reserve districts in size."
It seems to me, sir, that throughout this bulletin you have given

the impression that there are a considerable number of persons, some
of them in official position, possibly, who have been urging nation-
wide branch banking. The only witness that I recall who has come
out squarely for that was Mr. G. ianinni. Possibly there were one or
two others who have approved it. But the nearly unanimous senti-
ment of the witnesses before us, and certainly the declarations of the
comptroller, have not led us to believe that there is . any consider-
able body of opinion anywhere in the land favoring legislation to-day
which would permit nation-wide branch banking.
Mr. ANDERSON. There is nothing .
Mr. LUCE. Let me finish the basis for your comment by saying

that to one who has been confronted with the discussion of this sub-
ject now for several years the problem presents itself as wholly one
of degree. I may have been the first member of this committee,
nearly 10 years ago, to point out what I thought was the inequity of
the situation in a town like the one from which I come, where a State
bank—we call them trust companies—was allowed to have a branch
bank on the other side of the river which splits the town, while the
national bank was not. I was several years ahead of my time in
Suggesting that this situation ought to be remedied. Possibly it was
five or six years ago 
Mr. ANDERSON. May I correct one point here?
Mr. LUCE. Yes.
Mr. ANDERSON. There is nothing in my paragraph that you quoted

that says anything about nation-wide branch banking.
Mr. LUCE. No. I am showing you, as it often happens, that the

atmosphere of a document is sometimes conceived by the reader dif-
ferently from that which the writer intended. My reading of this
.locument gave me the idea that you thought some one was trying to
institute nation-wide branch banking. . On more careful study, I dis-
covered further on that you were hedging.
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Mr. ANDERSON. I used language that corresponded to the language
of the testimony in the hearings. I refer to page 6, volume 1, part 1,
of the comptroller's own testimony as to what a trade area should be.
Mr. LUCE. I shall not go further than to say that I think you have

misunderstood the atmosphere of these hearings.
Mr. ANDERSON. That is possible; yes, sir.
Mr. LUCE. But to go on with the point I wanted to bring out, for

it is fitting, in connection with your testimony, that the many readers
of the reports of these hearings should understand just where we stand
in this matter, I would say it was five or six years ago when the com-
mittee and the public began to take seriously the proposal that there
should be some opportunity for branch banking, and we had here long
discussions of how far it should extend, and we made serious attempts
from time to time to lay down a proper limitation. It was made diffi-
cult by the fact that a considerable number of large cities are located
on the boundary between the State in which they are located and
another State. Noticeable cases were those of Cincinnati, across
from Covington; St. Louis, across from East St. Louis; Kansas City,
Mo. and Kansas City, Kans.—and these were not the only ones that
puzzled us.
I doubt if we ever did reach a satisfactory conclusion or whether/

if an attempt to put a universal rule into words were made, it woula
be practicable. Yesterday, the witness told us he saw no reason whZ
a New York City bank should not have a branch in Jersey City.
think it was the day before a witness said just the opposite thing.
He said he did not see any reason why New York banks should have
branches in Jersey City.
As a matter of fact, one wholly free from any prejudices in the 1

matter, would say that there is no logic in a downtown New York
bank having a branch in Harlem being refused one in Jersey City
or Newark.
However, I speak of that merely to finish my picture, to show yon

where we stand in this matter.
There came along the McFadden bill which, in spite of strong

11(opposition, made it possible for national banks to have branches in
the cities where they were located, if State banks could. This has
not proved a conclusion of the argument. You suggest in here,
one place, the use of counties. Now, you are confronted there bY
the fact that counties differ greatly in different parts of the country; hi
Middlesex County, in my own State, at one end, could be reacho
by a fairly good rifle, from the city hall in Suffolk County, while/
on the other hand it extends up to the border of New Hampshire ana ca
has in it, at that end, the city of Lowell of 100,000 people.
Our own counties in New England are of different sizes and different

population and do not correspond in any way with the natural divi'
sions of commerce and industry. The western counties were apPar-
ently laid off on the map with a foot rule, regardless of the county' pic
seats or other considerations. You will find a whole State with nearlY Fe
every county of the same number of square miles. In every State th,
counties have no commercial or industrial significance. If you wo
attempt to make it counties, you would be confronted with serious
obstacles.
Mr. ANDERSON. I therefore propose no general Federal legislation.
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Mr. LUCE. But in your statement you go further and suggest
States. Here again are ludicrous differences. Here, for instance, is
the State of Delaware that an automobile can traverse perhaps be-
tween noon and sunset, while Mr. Garner, of Texas, has just proposed
that we divide Texas into five States, each one of which would be

ilarger n population and greatly larger in size than many of the States
now existing. To run from one end of California to the other is a
great deal more thana Sabbath day's journey. So, State lines have
really no banking logic whatever.
Mr. ANDERSON. State hnes have this tremendous significance:

The States are the constitutional units. They are not subject to
change, whereas your county lines could be changed within the State
at its own pleasure. If you are going to have local autonomy the

iState is the unit that must have t. The question comes up whether
the mere question of banking expediency shall upset the Federal
system. I believe, as a citizen, in preserving the Federal system and
the State is the line where the lines must be drawn, because there is
no other line that means anything.
Mr. LUCE. There is no other political line, but the lines of politics

and government and the lines of business ignore 
 
each other.

Mr. ANDERSON. Yes, but legislation can not ignore political lines.
Probably also very often we can make accommodations. New York
and New Jersey divide the harbor of New York and they have worked
out an arrangement. The Port Authority of New York Harbor has
been worked out by the two States. We have other things by which
New York and New Jersey cooperate by treaty in local problems.

iIn this matter of banking arrangements, it s perfectly possible, under
the general remedies I offer, for a State to pass legislation which would
admit the banks of another State and permit them to have branches.
There is no objection to concurrent Federal legislation to allow
national banks to do the same thing.
Mr. LUCE. If your experience in State legislatures and Congress

had been equal to that of yours in banking, you would probably
accept the word of one whose experience has been more largely in
legislative bodies and in Congress, who would tell you that such a
Possibility can not, within the limits. of possibility, even become a
Possibility. The thing can not and will not be done.
Mr. ANDERSON. But the thing has happened. A bank in California

has branches in Seattle and Portland. A national bank in California
has branches in Seattle and Portland.
Mr. LUCE. I am unfamiliar with the circumstances by which that

came about, but when I watched a State, like the State of Maine, for
pxample, by a popular vote, refuse even to sell its water power beyond
it boundaries, I should not expect the State of Maine to accept the
intrusion within its boundaries of the branches of any Boston bank.
However, let us return to the subject of the examination. You

pictured these trade areas as such as might equal or even exceed
Federal reserve districts in size. Now, the smallest number of areas
that has been importantly suggested to this committee, is 35, which
would give an average population of 3,500,000.
Now, what is the size of the population of New York-9,0.00,000?
Mr. ANDERSON. We have a very big State and a very big popula-

tion.
Mr. LUCE. I mean New York City.
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Mr. ANDERSON. My recollection is the 1920 census shows 9,000,000
for the State.
Mr. LUCE. Well, we will call it 7,000,000.
Mr. ANDERSON. Yes.
Mr. LUCE. Then, New York City has a population twice as large

as would be the average population in one of these districts, if they
were 35 in number.
Mr. ANDERSON. Not in size.
Mr. LUCE. I am talking about size measured by population. yet

you find nothing unwise in permitting branch banking in the city of
New York with its 7,000,000 people.
Mr. ANDERSON. It is all compact. The branch and head office

can be in daily communication. The officers of the branch and the
officers of the head office can know one another personally and sit at
luncheons together and serve on the same committees once or twice
a week. They are right there and accessible.
Mr. LUCE. That, of course, is an advantage not to be ignored, but

in these days of the telephone, I suppose there is no thirty-fifth of the
population of the United States where there is no possibility of prac-
tically instantaneous consultation.
Mr. ANDERSON. Telephone consultation is easy when you know.

the man. To work over a telephone with a man you do not know is
a different situation. After all, you have to have documents before
you. The head office man has to have the documents and see the
whole picture.
Mr. LUCE. This of course involves that part of the bank which

concerns itself with the giving of credit.
Mr. ANDERSON. There are many other things besides that.
Mr. LucE. Where important consultations are necessary we may

assume that credit is the important thing. We have been told that
in other localities where branch or even group banking prevails
the managers of the branch banks have only limited powers; that they
can make only loans about which no question would arise, and that
all important loans have to be referred to the head office: in fact, that
is one of the criticisms made of the system. But what particular
injury do you conceive that would work?
Mr. ANDERSON. One of the most important things is that a customer

who wants the loan very often wants to see the man who passes upon
it or the head office official who passes on it wants to see the customer
and size up the man. We can do it in the city where you can not do it
when he is off at another place. The question of personal knowledge
of the borrower remains very important.
Mr. LUCE. But we have been given to understand that the errors

in judgment of comparatively inexperienced men in smaller com-
munities have been largely responsible for the failures of those
banks. Is there not something to be said for the wider experience
and the more trained capacity of the men who would be handling
the credit department of a branch banking system?
Mr. ANDERSON. The personnel in the branch is not likely to be

superior. On the average I think it would not be superior to the
personnel of the independent unit that is displaced.
Mr. LUCE. That is true. I am talking about sizable loans. I sill

taking, for instance, the question raised by a stock raiser who might
want a loan of, say, $30,000. Is it clear that the judgment of the
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small—and I do not use the word invidiously—banker in a small
community would, in those circumstances, be better than that of a
banker in a large center like Denver?
Mr. ANDERSON. His judgment would be better in regard to the

character of the borrower because he knows him and his judgment
would be better as to the quality of the cattle and whether they are
there.
As to the cattle market and the future of the prices of cattle, if he

uses his own judgment, it would not be as good, perhaps, as that of the
correspondent banker in Chicago, but if this banker is a good banker,
he is getting opinions from Chicago all the time about the cattle
market in Chicago.
Mr. LUCE. Does it stand to reason that the individual you would

characterize as a good banker will stay very long in a small town
running a bank with less than $300,000 deposits?
Mr. ANDERSON. He will stay longer if he is the president of the

bank than he will stay if he is an employee of an outside institution.
He will, in the first case, be interested in staying. He is proud of his
institution and wants it to grow and, in the second case, he will be
anxious to get away to a bigger office of the bigger bank.
My judgment with reference to the European banker is that there

is no question of the superiority of the American local banker over
the brach officer in the European town of the same size. On the
other hand, when it conies to the head offices, there is immense bank-
ing ability in Europe. But it is in the head offices.
Mr. LUCE. I would not demur, but would qualify that by saying

that no branch system contemplates giving the local manager that
degree of authority which is exercised by the unit banker.
Mr. ANDERSON. That is very true.
Mr. LUCE. At page 7 you refer to:

Concurrent legislation on the part of the Federal Government * * * such

fts would permit national banks to have the same branch-banking rights that State

institutions have in these States.

In addition to the doubt I have raised as to the business expediency
of adopting political lines .for business regulations, I would ask you
'vhat is the logic of restricting the judgment of Congress to expression
in only those parts of the country which chance to agree with us?
Mr. ANDERSON. I had thought of it the other way. I had thought

of it as being desirable that Congress should hold back rather than
Push forward in this matter of branch banking outside of the city in
Which the head office is located, and it was my idea that national
banks should have no branches outside of the city in which they were
located, but I was agreeable to going along with the wish of the
comptroller to prevent national banks surrendering their national
charters and thus maintaining panty with the State systems.
Mr. LUCE. Perhaps more than most members of Congress, I am

in hearty sympathy with what you have said in favor of noninter-
ference with local affairs by the Federal Government. My votes,
I think, have been invariably cast against avoidable extension of
national powers. Perhaps I should. modify that "invariably" by
confining it to matters like contributions to schools, roads, etc. But
are we not confronted with the fact that, through the exigencies of war
indeed, but nevertheless with what on the whole have been thought
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admirable results, we did create a national banking system which you,
yourself, hope may prove a model for the States?
Mr. ANDERSON. I would say has proved a model for the States.
Mr. LUCE. This national banking system has developed, in the

direction of securing adequate banking facilities with adequate protec-
tion all over the land. If we, in our wisdom—and of course we are
falliable, but once in a while we have spasms of wisdom—if in one
of those spasms of wisdom, we decide it is a useful thing to put banking
facilities within the reach of small communities of the country, what
logic is there in saying we will do it only with the permission an
approval and blessing of the State that happens to look at it in the
same way?
Mr. ANDERSON. Well, sir, I should think that the experience of

recent years with Federal institutions that have been created to give
additional credit facilities to agriculture would tend to make you go
very slow about creating new banking institutions. It is much better
to let them grow out of private enterprise and it is better to let private
enterprise themselves take the initiative. Some of the institutions
were, it is true, left to private enterprise, but encouraged by the Gov-
ernment.
The result has been a tremendous increase in the debt of agriculture,

without any increase in the production of agriculture and the condi-
tion of the country banks has been due in part to just that thing, that
the equity left in the farmer's hands was so small after he pa!,21
interest on this easily incurred debt, the institution found itself in
difficulties, and I hope you will not feel you have to supply additional
banking facilities.
Mr. LUCE. We people who come from States where agriculture

does not predominate inevitably think rather about our own con-
ditions. Let me illustrate.
I live in the city of Waltham, Massachusetts. It has 35,000

people or more. Adjoining this is the town of Weston, with a few
thousand people, and a trust company in my city has deemed it
profitable to open a banking office in that town. Next is the town of
Wayland, with about the same population. What is the logic in say-
ing _we shall stop at the boundary between Weston and Wayland?
MT. ANDERSON. Your State law stops you there?
Mr. LUCE. As I recollect, all extensions of State banks have to

be with the approval of the State Banking Commissioner, but suppose
a condition where the present national law would prevent it.
Mr. ANDERSON. Let me say, as far as I can gather, your banking

situation in New England, under State regulation, is excellent.
Your failures have been few and I do not think that New England has
to come to Washington to get help on banking matters.
Mr. LUCE. I will anticipate another part of the interrogatory and

express my wish that we might, in these hearings, pay more attention
to the convenience and benefit of depositors in banks.
The tendency is to think of nobody but the borrower. There are

a great many persons who use banks who do not borrow. I am one
of them, and when you put in that list of English banks that were
open only one day in tha week, do you know what my reaction was?
Mr. ANDERSON. What was it?
Mr. LUCE. I wished we had tha same thing here.
Mr. ANDERSON. And only deposit once a week?
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Mr. Luc.E. I have occasion for three or four months a year to keep
a deposit m a country bank in another town a dozen miles away.
Every week or two I must go over there to get cash, whether I want to
or not, to get the money for current needs. If there was, as we talk
about here, a teller's window that was open once a week in the central
part of the town. of perhaps a thousand persons, in which I have
occasion to stay, it would be a real convenience. So instead of your
array of English banks that are open part of the time discouraging me,
it encouraged my hope that we might some time have the same thing
here. To carry it further, it seems to me that if, out of more than
,000 banks that have failed, there were, at a guess, 3,000 of them

in communities without other banking facilities, it would be justifiable
and admirable to replace those facilities that have been lost, by what
would come from a banking office open only once or twice a week.
I want to get that in the record to show there is another side of the
Picture.
Mr. ANDERSON. I tried to get the other side into the record by

saying there aie some places in England that would not have any
banking facilities at all if those did not exist.
Mr. LUCE. On page 9 you state:

The very small bank has had a difficult time in recant years, and the marvelous

thing is not that so many have gone under, but rather, that such an enormous

number have stood, and have even prospered, despite these adverse tendencies.

Reference to the census figures, as well as our common knowledge
of what is going on all over the land,. Indicates that many of these
towns which still have sound banking institutions, are likely to meet
the same fate as the towns that have already dwindled. It looks as
If the automobile had sounded the death-knell of the small American
town.
That being the case, if what we have seen is only a precursor of what

Will follow, and there is nothing to indicate to the contrary, why should
We not anticipate that danger and avoid the failure of 5,000 more bank
by permitting them at once to become branches if they so desire?
Mr. ANDERSON. I think that in many States state legislation to

Permit that, and state legislation to compel consolidation among the
tiny banks would be desirable. 
Mr. LucE. Why should we wait for the States to act to prevent a

Calamity to hundreds of communities?
Mr. ANDERSON. The . legislation proposed here—this trade area

branch banking for national banks—would not touch this situation.
You do not compel the banks to consolidate, nor do you compel
ibanks that may establish branches to go into these States after those
oanks that may desire to become branches. You even permit branch
banks to come in competition with banks already established and, by
that, you may precipitate the failure of the little ones by permitting
ttus competition. If you provided branch banking and limited it to
towns of five or ten thousand population, you would concentrate the
ulterests of the bankers and branch bankers upon this problem.

3 Mr. LUCE. If the nation should take some precautions through its
CoMptroller, that possibility of injury would be removed?
Mr. ANDERSON. I think it would be better than opening the whole

,field, and making States that did not want it have to submit to it.
there are any number of excellently organized State systems that do
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not need it at all. I am sure New Jersey does not need it, and I am
sure that New England does not.
Mr. LUCE. I am still loathe to concede that it is not the business of

the Federal Government to—
Mr. ANDERSON. I will not argue the matter with you further be-

cause you are a constitutional lawyer and a lifelong student of political
science and my opinion is not as good as yours.
Mr. LUCE. I thank you for your unduly generous comment. I

should be more ready to accept your view were it not for the fact that
we find ourselves with the national system on our hands and we are
confronted with the problem of what we shall do. For one I am
inclined to let the States handle their affairs without here paying
much attention to what they do.
I think my questions have covered the important points I wanted

to bring out. From the answers I should conclude, that our difference
is a matter of degree. Be assured, sir, that there is no wish on the
part of at least one member of the committee to start a revolution, or
accomplish anything radical. He is simply interested in trying to see
if a moderate extension of a practice already established and justified
by results may not help in averting what he feels are the dangers of
group and chain banking.
I thank you.
Mr. ANDERSON. I thank you and through you, the committee, for

the courtesy you have shown me.
(Whereupon, at 4.20 o'clock p. in., the committee adjourned.)

X
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BRANCH, CHAIN, AND GROUP BANKING

TUESDAY, JUNE 10, 1930

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Washington, D. C.
The committee met at 10.30 o'clock a. m. in the committee room,

Capitol, Hon. Louis T. McFadden (chairman), presiding.
The CHAIRMAN. The committee will come to order. We have

before the committee this morning Mr. Elmer E. Adams, president of
the First National Bank of Fergus Falls, Minn. I understand Mr.
Adams has a statement to make and I am going to suggest to the
Fkramittee that he be permitted to make the statement without
interruption, after which he will be glad to answer questions.

STATEMENT OF ELMER E. ADAMS, PRESIDENT OF THE FIRST
NATIONAL BANK OF FERGUS FALLS, MINN.

,Mr. ADAMS. I have been asked to speak for those bankers who
Still control their own banks and hope to be able to do so. We are
9Pposed to the establishment of branch banks outside of the metropol-
itan districts. Group banks have probably become established to
such an extent that it is impossible to undo what has been done.
?wever, the individual banks which are on their feet have no fear of

neing unable to compete successfully with group banks unless unfavor-
able legislation is passed.
We do not want to have new group banks established in communi-

ties which are already amply supplied with banking facilities but we
are not opposed to group banks acquiring banks now established.
We do not like to see the propaganda put out which has been put out
80 generally, that the individual or unit banking system has broken
down and has failed to meet the responsibilities and obligations which
the public could expect from it.
Many statements have been made which are detrimental to the

;Ina banking system which are partially or wholly untrue and which
leave an erroneous impression among the public and patrons of banks.
A difficult situation has been made worse for a good many banks which
were not in proper condition by advertising the vast resources which
the .group banks make available to the communities which they were
anxious to serve. The unthinking depositor does not realize when he
reads of the tremendous resources that the liabilities increase corres-
Pondingly and that the smaller bank is just as safe as a larger one if
,tbe same ratio of capital, assets, and liabilities is maintained and it
oas the same efficiency of management.
The unfortunate situation which has developed in the Northwest

and in some other parts of the country is not in our opinion due to
the failure of the present system of banking but because Congress and

1917
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legislatures have permitted the establishment of blinks with too
ismall capital and n communities which were unable to support them.

It seems to have been the custom of those who have appeared before
this committee to give the history and development of the institutions
which they have represented and if I may be permitted to give a
brief sketch of the situation with which I am connected I think it
will afford a good illustration of what many country banks through-
out the entire Northwest, have done and are now doing.
The First National Bank of Fergus Falls, Minn., is the oldest

national bank between the Twin Cities and the Pacific coast. It has
been in operation 58 years. During that time more than 50 banks have
been established in the territory which it used to serve. Some of these
banks have failed, others have been consolidated, but there are now
about 35 banks in the territory which it once occupied alone.
In some of the small villages m this territory there have been three

banks operating at the same time and there are several villages with
less than 500 people which have two. banks. We feel that a serious
error was committed when the National Government reduced the
necessary capital from fifty to twenty-five thousand dollars for a
national bank. Until recently State banks have been permitted with
a capital of $10,000 which has hardly been enough to provide a build-
ing, a safe, and an adequate sign. An attempt was made in the
Minnesota Legislature to reduce the necessary capital to $5,000,
but this legislation did not pass. .
This great expansion in banking institutions in the Northwest

occurred from 1900 to 1910 and followed what is sometimes known
as the "Iowa invasion," which refers to that period when the land
boom which has resulted so disastrously was in its period of inflation.
It has been stated before this committee that the breakdown

in agriculture was due to the lack of adequate banking facilities. I
do not think this is any more true than it would be to say that the
recent collapse in the stock market was due to the unwillingness of
the metropolitan banks to advance the necessary funds to put up
the margins. The inflation in land values and the widespread specu-
lation in land resulted in the establishment of many banks which were
in the nature of land offices and an important part of their business
and a large part of their income while it lasted was a result of the
active dealings in farm lands.

It is difficult for one who has not examined the assets to know why
a bank failed but there is not the slightest doubt but many of the
banks which failed, failed because they were used to carry the undesir-
able securities which grew out of the land deals of those who operated
the banks and if the supervising banking departments, State and
National, had aggressively taken the situation in hand when these
banks were found to contain such securities the failures in many,
many cases would have been averted.

After these banks had become involved and should have been closed
they were permitted to continue in the hope that there would be a
recovery in land vames and that they would be able to work out of
the position in which they found themselves. Some may have
succeeded in working out, but the majority did not, and depositors,
not knowing the conditions, were permitted to put their money into
such banks and lost it, thus bringing discredit on the system and on
the banks which were being operated in a safe and successful manner.
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.There is not the slightest doubt that if banks had not been per-
nutted in locations where it was impossible for them to succeed and
had not been undercapitalized many failures would have been averted.
Notwithstanding the large number of failures which have occurred
there are more than sufficient banks now to meet the requirements of
the territory— and there are sufficient sound institutions to properly
handle all of the business.
There is a large amount of surplus money in banks in our section.

Ey. this I mean banks which are not only able to take care of all the
legitimate borrowings but are in the market for outside investments
such as commercial paper, Government and corporations bonds.
During the 58 years that our bank has been in existence I have been

unable to find that it has ever borrowed or rediscounted either with
the Federal reserve bank or any of its correspondent banks and there
are doubtless many other institutions which have had the same record.
It is conceded that when the group-banking idea was taken up with

SO much vigor about 18 months ago that many banks were deeply
concerned as to what it might do to them. The intense rivalry of
the groups to secure the best banks in the various "key points" and
the aggressive work of their outfielders in proclaiming that there was
nothing for individual banks to do but to become a member of a group
While there was an opportunity naturally caused some consternation
among bankers. This feeling, however, has gradually passed away
and they are confident that if the legislation which is enacted by the
State legislatures and by Congress gives them an equal opportunity
they will survive and serve their communities.

It has been claimed that a large number of villages. which. have
enjoyed banking facilities are now without them and that it is desirable
to have branches established in such places. We do not believe that
such is the case and under present conditions of travel farmers and
business men who were accustomed only a few years ago to drive with
their teams to trade or to a bank, now cover a distance of 50 miles as
easily as they did 10 or 12 under former conditions. I venture the
Opinion that these branch offices would never justify the expense.
People like to come to the larger towns when the roads are good..
There have been two classes of bankers who have appreciated the

establishment of the group systems. The first is those bankers who
have entertained some doubt as to their success in the future and who
!Jaye suffered somewhat from the fear that on account of the weaker
institutions in near-by communities they might be involved in trouble.
The second is a class of very good bankers who were glad to be relieved
of the responsbility and to place their institutions in safe hands as
has been done by turning their banks into the group systems.

If overbanking and undercapitalization is the cause of the banking
troubles, and it is generally conceded the banks in the large cities are
responsible for their full share of the trouble.
When the period of bank expansion began, 20 or 25 years .ago,

every large bank in the terminal cities was anxious to get the business
of the country banks. They sought their accounts. Frequently
they enabled them to raise the capital by taking the notes of stock-
holders who did not have the money to pay for the stock for which
they subscribed. These banks, starting out weak, and in teuitory
Oftentimes still undeveloped, soon needed additional funds and they
naturally went to the correspondent bank which had their account
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for that assistance. The starting of these hundreds of .banks in a
short period resulted m their being placed in the hands of young,
inexperienced, and untried men. Their idea was to get all the
business possible and to make their bank grow and to boast of its
growth in comparison with rival institutions. They seemed to have
the idea that the more they could borrow and the more they could
draw deposits. from outside their territory, the more successful they
were. This kind of growth was all right just as along as values were
being inflated.
I recall an interview with a young banker who came to see me just

as the trouble was beginning to break in hundreds of little banks
throughout the Northwest. This young man said that he had not
scalded his stockholders worse than he had, as he had gone into the
banking business when times were good and values were tending
upward rapidly. He said that he had never heard of rust and hail
and hog cholera and drought and the various weed pests which
quickly destroyed values and left the borrower unable to pay.

Practically every one of these little banks was in the farm-land
game. They were either the outpost of a bank in Iowa or Illinois or
else they made such a connection, the plan being that after the Iowa
banker had lent an Iowa farmer money with which to buy cheap land
in the Northwest, he was steered into the hands of a Minnesota or
Dakota banker who sold him the land and took his profit in a second
or third mortgage. These second and third mortgages soon drifted
into the bank and when they once had this proposition on their hands
it was necessary for them to continue to make advances to help the
occupant of the land carry on. Sometimes he needed more money
to pay his interest,. at other times to buy additional machinery or
perhaps the twine with which to bind the grain when it ripened. One
crop failure or an improper diversion of the proceeds of the crop put
loans of this character into the frozen class.
For a while relief was available through the Federal farm loan

bank and through the joint-stock land banks and through the Minne-
sota or North Dakota rural credit associations.
The local banks loaded these overmortgaged farms onto these

governmental agencies by the hundreds, in some instances relieving
themselves temporarily and helping out msurance companies, trust
companies, and others who were alert and on the ground looking for
their money. These small banks not only borrowed when it ought
not to have been done, but they had no reserve of any kind which
could be cashed when people wanted their deposits, and the result
was that they became frozen to such an extent that it was impossible
to thaw them out.

If their stockholders had been substantial men of the community
who had any funds with which to engage in the banking business,
there would have been some chance of relief, but about the first inti-
mation that the directors and stockholders had of the conditions of
their banks was when they were called upon to mortgage their own
property and raise funds in the hop 

in 
that the bank might be saved.

I do not believe it is an exaggeration to say that n 90 per cent of

the country banks the directors had no knowledge of the condition
of their institutions. Recently there have been many law suits in
which directors have been sued, not only for receiving funds in their
institutions after they were insolvent, but for their failure to use
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proper diligence in guarding the funds which were attracted to the
institutions through their good names.
One of the most important problems now affecting the banking

situation is the liquidation of many banks which are not able to
extncate themselves from their distressed situation. In many cases
they capital, their surplus, and undivided profits are tied up in assets
Which they can not sell for what they are carried on their books,
and under present earning conditions are unable to earn sufficient
to charge off these losses.
.The banking departments are doubtless in hopes that conditions

will so change that banks thus involved may be saved, but it is a
grave question whether they ought to be allowed to continue to take
the money of innocent and unwary depositors.
The chain or group bank idea is not new, although it has had a

fresh start on a larger scale in the last year or two, with a slightly
modified plan. These chain systems have almost always been con-
trolled and operated from the large cities. Sometimes an interest in
ft. local bank was acquired, but in most cases new banks were estab-
lished as new towns sprang up with the building of railroads. Some
of these chains have been quite successful, but many met with dis-
aster. The plan of operation from the large city included the selling
of farm mortgages which the frontier bank was expected to obtain
and send in to headquarters. The commissions were so good that
there was intense rivalry in securing these loans, and they con-
stantly grew larger, faster than the land increased in value. These
loans were disposed of through the head office, and so long as values
?Tent up and the farmers were able to pay, business was good; but
instead of using the profits to build up a surplus and undivided
Profits to put the bank in a position to take care of the set backs which
were sure to come and which have come, the profits were drawn out
!:13r the controlling head, used to establish other banks, or diverted
into other channels, with the inevitable result that there was nothing
on hand to take care of losses when they came.
In conversing with young men who have been operating these

chain banks and trying to ascertain why they failed, I find that the
split loan which was fed into the banks from the head office was one
of the major factors. These young men operating the banks had to
take the loans which were sent to them if they desired to hold their
Positions, and frequently funds in a community, which was fairly
Prosperous, under this plan were diverted into other regions where
rates were higher and the certainty of pay not as great.

is a matter of regret that in the Northwest, when a bank has
failed, a post-mortem could not have been held, so that the public,
or at least the bankers, might know what had brought about the
disaster; but when a bank fails, the depositors take what they can get.
They never learn what became of their money.
Some of those who have lived here in the Northwest have known all

these years what chain systems have been doing to the country
districts and the country villages. The first chains to be established
Were the country elevators. It was possibly the result of necessity.
When the St. Paul, Minneapolis & Manitoba Railroad, later known as
gle Great Northern, was being extended from the Twin Cities north
11,1to the wheat fields of Minnesota and Dakota, it was necessary to
have elevators to take care of the grain; and so Mr. James J. Hill
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gave to Pillsbury and Hulburt the exclusive right to build and
operate elevators on his railroad. In those days farmers and local
dealers were not allowed to build an elevator on the right of way, to get
a spur track to elevators on private property, to have a loading plat-
form, or to obtain cars in which to ship their grain. This was the
cause of the organization of the Farmers' Alliance between 1880
and 1890, which later developed into the People's or Populist Party.
That was in the days of bleeding Kansas, when Senator Peffer, Sockless
Simpson, and Mary Allen Lease were in their prime. At that time
the chain elevator fixed the price to be paid for wheat, graded it,
weighed it, docked it, and there was nothing for the farmer to do but
sell his grain under those conditions or take it home again. As a
result of the Farmers' Alliance, that marketing situation was remedied
and cooperative elevators were built and cars could be obtained in
rotation, but as a result of these chain elevators the profits from
handling the grain, which was the great business of the country, did
not remain in the local communities but went to the terminal cities
just as the profits of the chain banks will go there M the future.
The chain elevators were followed by the chain lumber yards and

in the saloon days by chain saloons operated from the big brewery
by an irresponsible bartender who was moved whenever he got into
trouble and another equally good man put in his place. There are
four banks in the city in which I live: Two national and two State.
One is owned by one of the newly formed bank groups. Nine hundred
and two shares of the stock of that bank are owned in the Twin Cities
and the balance of the capital stock is either owned here or is perhaps
lent to qualify directors. The stock of the other banks is owned in
the community and if there are any profits, they are kept at home for
home purposes. There is no doubt which system is the most desirable
for the local community.
The success of the banking business in the agricultural community

is so interwoven with the success of agriculture that possibly I may
be pardoned if I digress briefly to give a little picture of the agricultural
development as I have seen it.

Otter Tail County, of which, Fergus Falls, where I live, is the county
seat, is perhaps one of the most highly diversified counties in Minne-
sota. It is in a lake region, and a very large portion of the land was
covered with timber. The pioneers came there because there were
two essential necessities—wood and water. This country was opened
up before the prairies on this account. The timber not only furnished
them fuel but logs with which to build their buildings even before the
sawmill had arrived. The soil is excellent, and those fields which the
pioneer grubbed and put under cultivation have never failed to yield
a good return. As a result there are some of the finest little banks
in this county that are to be found anywhere in the United States.
I am a stockholder in four banks in this county: One National, three
State.
In the 58 years in which the First National of Fergus Falls has been

operating it has increased its capital from $50,000 to $100,000 and
built up a surplus of $150,000; during that time it has distributed
$538,000 in dividends to its stockholders and at no recent examination
have the examiners asked to have anything charged off or charged
down. We have the First State Bank at Underwood which started
with $10,000 capital and $2,000 surplus. It now has a capital of
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$10,000, a surplus of $20,000, undivided profits of about $10,000,
and a depreciation fund of $6,000 set up to take care of bonds which
are not worth as much as they were when we bought them, but none
of which have as yet defaulted their interest.
We have a bank at Dalton, a near-by village, with $10,000 capital,

$.10,000 surplus, and $4,000 undivided profits and at the last examina-
tion of these banks the examiners did not ask to have anything charged
off or charged down. We have another State bank at Erhard which
started with a capital of $10,000 and $2,000 surplus and has built up
a surplus of $7,000 and we believe is clean.
During this period when these surpluses have been built up, these

banks have paid a good rate on the capital. None of these three
*villages have over 300 inhabitants, yet charters were granted to start
80-called farmers' banks in two of these villages, which naturally
have interfered somewhat with the success of the bank already
itti.irted; but this is evidence to my mind that if banks are only
fairly decently managed, independent banks are able to survive and
serve the community. The banks have been operated at low cost,
but their earnings have practically all come from interest and not from
the side lines which have injured so many banks. It is true that in
the territory which can possibly be called the treat area of Fergus.,,,
ails, eight State banks have failed. They were all banks with

Small capital, and out of these eight banks, nine men went to the
Penitentiary, some for forgery, some for arson, and some for embezzle-
ment. Those banks were in equally good territory as those in which
I have been a stockholder, and if the authorities had checked them
early, some of those failures could undoubtedly have been avoided.
At the beginning of my statement I said that the individual banks

Which were on their feet felt that they were able to cope with chain
banks under remote control. One of the groups has a splendid bank
in my own city, but the other banks owned at home are not conscious
of having lost anything to it on account of its being in a group, and
We are unable to discover that we have gained anything on account
of our banks being owned at home and controlled at home.
Mr. STRONG. Just a moment. You say there has been no gain in

Your business.
, Mr. ADAMS. I mean there has been no change in the banking
13118u:was in the community. There has been practically no new
business in the conununity and those who were in the chain bank
Stayed there and those in our bank remained with us.
We stand an equal show in getting local business. The chain

banks have a better chance to get business which is controlled else-
Where. There are something like 20 chain institutions in our city,
Which has a population of 9,370 according to the recent census, but
of which more than 1,500 are in a State institution. The county
Set with good roads and rapid transportation has absorbed the out-
' g villages, and our local business has been absorbed. largely by

t. e chain institutions which have crowded into it and which are now
Pi each other's way. The banking business of these chain stores and
institutions is controlled from the headquarters' office and the chain
tanks through their head office have a better opportunity to get it.
t is not considered very valuable, however, as the funds are trans-

ferred almost as soon as they are deposited. We are confident that
banks locally owned can be operated at much less expense than those
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-which are owned elsewhere and have to carry the overhead charge of
the parent company. Those who operate locally owned institutions
are touching elbows with the people of modest means, and are influ-
enced in their expenses accordingly, while those who own or are
-employed by the large chain institutions are surrounded by vast
capital and resources, and expenditures of every line are correspond-
ingly increased.
We all concede that as a result of the purchase of local banks by the

groups or chains, banking conditions are improved. They must of
necessity tighten up and require their links to comply with certain
fixed standards and rules in which the local bankers have doubtless
been remiss and careless. This is particularly true in the requiring
of finanancial statements, in the insistence that a note be paid or
attended to when due, and the maintaining of a proper deposit or
paying a fee for failure to do so. Competition is vigorous between
the group banks and those locally owned. The group banks must
make dividends or the management will be changed and the local
banks are eager to make money as the stockholders need the dividends.
I do not think that the group banks are entitled to too much credit

for being engaged in an unselfish game. Some of the groups went
into it reluctantly but felt that it was necessary in order to protect
the business which they had built up, as the country banks which
carried good accounts with them were being purchased by rival
institutions. When this group movement started, they did not seek
out communities which needed additional banking facilities, but they
picked the strong institutions at the key points so as to control the
good business in the outlying districts and while they have availed
themselves of the opportunity to get into some communities which
have lost their banks, I know of no place where they have gone into
a community to clean up a situation unless it was with the expectation
of profit which is entirely proper and which policy I heartily indorse.
The crying need, however, is for banks which will take care of the

poor borrowers. By the poor borrowers I mean the men who never
want to pay a note when it is due and who too often want to add the
interest to the principal. These men need help and must be helped
if they are going to function. They have to have seed when spring
comes. They have to have feed for their stock if there is a shortage,
and they are quite liable to need machinery and twine when it is time
to harvest. They mean to pay their notes but every now and then
some disaster comes and they are unable to do what they agreed to do;
and so these banks, which have been carrying this class of business,
have been involved in situations from which it was impossible to
extricate themselves. Neither a group bank nor a branch bank will
ever take care of this class of trade. The local banks have done their
share of it. In former days the general merchant and the implement
dealer aided. They not only gave them credit for goods, but it was
not an uncommon thing for the farmer who was trading at a store to
borrow small sums until he could harvest, sell an animal, or raise the
funds in some other way. The old-time storekeepers were generous
in this way and the banks carried them, but you can imagine a farmer
who suddenly needs a little money going to Mr. Woolworth's manager,
or Mr. Montgomery Ward's manager, or Mr. Sears-Roebuck's manager
and getting the accommodation which he used to get from the old-
time merchant. This situation of the poor borrower is constantly
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Eetting worse as the number of farms acquired by mortFages increases.
The tenants on these farms are very seldom in financial condition so
that they can provide an equipment of machinery, their one-half of
the stock, and get along from harvest to harvest.
There is a crying need for institutions to take care of this class

of business, but I am unable to determine how it can be done, and I
have lived among them for many years. We do what we can along
these lines and while the losses have not been very large, it is because
we have been very discriminating in accepting them.
, The installment buying has increased the difficulties of the local
oanks very much. Ten years ago chattel mortgages were not 10 per
cent as many as there are at the present time, and these mortgages
are almost always given to pay for the automobile which has become
a necessity and which every farmer and every citizen must have in
order to carry on and enjoy any of the pleasures of modern life. The
banks have taken very little of this installment paper. It has gone
lnto hands sometimes local but very generally foreign; and they have
insisted on the prompt payments of the installments when due. This
has resulted in those who have borrowed at the banks taking care of
these installments instead of paying the banks. The family will give
Up everything before it will let go of the automobile.
Some of the heads of group banks who have appeared before this

Committee have dwelt upon the marketability of the stocks of the
hcilding companies, and the lack of it so far as home-owned banks are
e, cncerned. I have always maintained that the stock of a bank should
ne owned locally by the substantial men of the commumty whose
money was in it and whose wealth was behind it. I have believed
that it was the most desirable that there should be a permanency of
Ownership, and have protested against the splitting up of shares with
a view of democratizing an institution. There was a time when the
advertising of bank stocks for sale aroused suspicion, and banks did
!lot like to have their capital floating about, for if the bank was good
lt was closely held. The quoting of group stocks on the local stock
exchange in my opinion has had a detrimental effect. Many without
capital bought small quantities of the stock, not for the purpose of
furnishing banking capital, but for the increase in the value of the
!itock as reflected by the figures on the board. The wide fluctuations
in the market quotations of these group holdings have seriously
affected them, and the fact that the market prices of the stocks have
dropped far below the prices at which they were passed on to the
Public has made it much easier for the individual banks to meet
their competition in the banking business.
I have never observed a shortage of funds in our territory to take

care of good loans. A very large proportion of the banks which have
been taken into the groups and a goodly portion of those which are
llow individually owned are excess money banks and have always
been looking for commercial paper and other outside mvestments,
because there was not an opportunity to loan it at home under con-
ditions which would insure its repayment. This surplus money has
resulted in many of the banks buying bonds. We have not used as

igood judgment as we ought. We were inexperienced n the bond
Purchasing business, as we had never carried bonds in our banks until
the Liberty loans were made. In purchasing of these bonds we have
relied very largely upon the good names of the banks which had
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(bond departments selling us bonds which were of a proper character.
Some errors have been made. It is claimed that one of the services

• of the group banks will be to advise their members as to what kind of
securities to purchase, but unless they are more infallible than they
have been in the past, they are liable to make some errors. If then
are any impending losses in the country banks at the present time
they will come from the bonds and not from the local loans.
Country banking is so closely related to agriculture and farn

development that I want to refer to certain developments which .
have seen during the 50 years which I have lived in the Northwest.
There have been three distinct periods in the development of the

Northwest—the ox age, the horse age, and the gas age. If the building
up of the farm and the liquidation of debts was the test, the- ox age
was the most successful of the three. When the settlers came into
the country they brought oxen for motive power. They were cheap
to buy, easy to keep, and valuable for food when no longer able to
work. For years I saw long trains of ox teams coming in from the
country bringing in wood, the results of the clearing of the land, or
bringing the grain to the elevator. It was tedious work, but when
they returned home they remained there until it was necessary to
come to town for similar purposes.
Then the horse traders arrived and the debts began to increase an(

the first hard times began. The horse traders generally cooperate(
with the local bank which took the paper and got part of the profit(
on the sale of the horses. When the farmers swapped their oxer
for the horses, it was necessary to purchase harnesses, wagons, an(
buggies, with the result that both debts and interest increased. I'
also resulted in more frequent visits to town and consequent13
increases in expenditures.
When the gas age arrived with good roads the situation was entirely

changed. The tendency to leave the farm at every excuse was greatly
increased and efficiency lessened, in passing through one of thi
neighboring villages a short time ago I saw coal sheds where th(
wood yards for shipping out the wood used to be, and on the site oi
the grain elevators there were the gas tanks. This change tells why
banking conditions have changed. No one should stand in the way
of progress, but the results of this change have been to increase th(
nonliquidated obligations in the banks which have been easy ir
granting credit.
In previous sessions of this committee the question of a monopoly

of credit has been under discussion. We do not think a monopoly
could easily be created and do not suppose that any of the heads oi
the banking groups would try to attempt it. The unit bankers, how.
ever, are naturally concerned about their city correspondents anC
when one of the groups which not only had a mother bank proceeded
to gather into its fold the next two largest banks in the Twin Citiet
there was some wondering when the movement would cease. Them
fears are being alleviated by the assurance on the part of the mothei
banks of the groups that they are going to give unit banks the sari
attention that they do the links in their own chains.
There has also been a discussion as to whether the building up oi

great groups or the establishment of branch banks would not do away
with the value of the Federal reserve bank. The relations of th(
small country bankers with the Federal reserve bank are not intimate
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When they need to borrow it is generally easier to go to their corres-
pondent banks.
One of the chief services rendered to some of the member banks is

the storage of their securities without a fee which would have to be
Paid to a correspondent bank.

It would doubtless be difficult for the group banks through their
vote to obtain control of the Federal reserve bank if the unit bankers
were interested. The unit banks, however, have been very neglect-
ful pf their voting privileges and many of them have not even cast
their vote. The control of the Federal reserve bank is self-perpetuat-

Those in command know whose terms will expire and before
any interest is taken they have secured enough nominating votes to
control the election.
There has been some discussion as to whether a majority of the

directors in the Federal reserve bank should be directors in the group
holding companies but I have never heard of any complaint of the
treatment which the unit banks have received. Of course, the infor-
mation which the group bankers receive through being in charge of
the Federal Reserve is useful but it would doubtless be available to
any one else who asked for it. Member banks would like very much
to share more of the profits instead of seeing so much of them used
for expenses which seem lavish to an impoverished country banker
when he seeks a loan.
The independent banks are organizing for mutual protection.

They are trying not to admit any which are not sound and which
might close, for if an independent bank closes now, it can be used as a
reason why a group bank would take its place. Some of the mdepend-
ent banks have been somewhat concerned over their connection with
correspondent banks in the city which are the head of the group.
There have been suggestions that they ought to try and form a
clearing-house bank which should handle their business at the terminal
point, but the most intelligent bankers realize that this proposition
is futile, and that they will undoubtedly receive proper service from
the banks which have served as their correspondents even though
they are now members of groups and are in competition with them.
(The financial statement of the First National Bank of Fergus

Falls is printed in full as follows:)

Statement of Condition of the First National Bank of Fergus Falls, June 29, 1929

RESOURCES

Loans and discounts  $1, 112, 995. 82
Overdrafts  72. 79
United States Government bonds  592, 299. 17
Other bonds and securities  934, 425. 28
Federal reserve bank stock  6, 750. 00
Banking house, furniture and fixtures  57, 187. 44
Due from United States Treasurer_  5, 000. 00
Cash in vault  16, 447. 46
Due from banks  279, 293. 01

3, 004, 470. 97
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LIABILITIES

Capital stock $100,000.00
Surplus 125,000.00
Undivided profits 14,035.08
Circulation 98,350.00
Certificates of deposit 987,693. 16
Savings deposits 335,638.45
Certified and cashier's checks 7, 116.26
Deposits of banks 126,473.01
Deposits subject to check 1, 210, 165.01

3, 004,470.97

Mr. ADAMS. I made a statement when the big groups were first
started in the Northwest which outlined our policy and ideal. It
had a very wide circulation, and did much to hearten the bankers who
did not want to give up their banks. It was as follows:
The merging, consolidating, affiliating, and purchasing of banks throughout

the mid-west has aroused widespread interest and no little concern among people
who wonder what this great concentration of banking capital and control of the
people's deposits means.
Under these circumstances it is not surprising that patrons and the public in

general are inquiring what is going to happen to the First National Bank of
Fergus Falls.

Fifty-seven years ago the men who founded Fergus Falls, founded this bank—
George B. Wright, Henry C. Page, and James Compton. Their purpose was
to provide banking facilities which were owned, controlled, and operated in
Fergus Falls. It was the first national bank organized between the Twin Cities
and the Pacific coast. For more than half a century it has been controlled and
operated by men living in Fergus Falls and to-day all but four shares of its stock
are owned by residents of Fergus Falls.

During this long period it has enjoyed the confidence and patronage of the
people of Otter Tail County whether times were hard or money was plentiful.
To turn the control of these funds over to some great aggregation of capital,

remote from Fergus Falls and Otter Tail County would seem disloyal.
We, therefore, wish to state that so long as the First National Bank of Fergus

Falls continues to enjoy. the confidence and patronage of the people in its terri-
tory and it is able to give satisfactory service, its ownership and management
will remain in Fergus Falls. This statement is made with authority. Its capital
is owned by men whose interests are interwoven in the business affairs of Fergus
Falls and Otter Tail County and every share of stock is in the safety deposit box
of its owner.
We belive that the interests of the community can be better served if the bank

is managed by those who are a part of the community rather than by foreign
interests.
A vest amount of propaganda has been set afloat about the value of a nation-

wide hookup of banks but we are unable to see why banks owned and controlled
in the community which enjoy the confidence of depositors and have ample funds
for their borrowers, which understand and sympathize with local conditions,
can not give as good service as those under remote control.
We are confident that the people of Otter Tail County will show their apprecia-

tion of our stand by continuing to give this bank their patronage so long as it is
worthy of it.

The CHAIRMAN. Mr. Adams, I was particularly interested in your
reference to your investment in bonds, and I was further impressed
by your reference later on, where you referred to the fact that you
sought and received, as do other banks, the advice of correspondent
banks in regard to the purchase of bonds and investments.
Banks, for the last five or six years, have been losers, to quite some

extent, in their bond accounts?
Mr. ADAMS. Yes, sir; we have had to charge off a few. They

have not been serious yet.
The CHAIRMAN. What class of bonds, in your section, do you buy?
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Mr. ADAMS. The bonds, up to this time, have been too frequently
told by salesmen who come around representing one of the large
2,an.ks with which we are familiar in Chicago, and particularly the
rwin Cities banks. In our banks we have foreign bonds which are
p.bove the price we paid for them. We have quite a number of
Industrials and some railroads, but not so many municipals, because
the rates they pay are somewhat lower than we can afford to buy
thein at, and so we have bought Governments.
The CHAIRMAN. But you have some municipals?
Mr. ADAMS. Some, but not many.
The CHAIRMAN. What do your records show in the past few years_

an aPpreciation or depreciation?
Mr. ADAMS. In May, 1929, we had, I think, $23,000 appreciation.

In the October examination—after the New York trouble— we had
droPPed so that we are either $3,000 below or just above. I have
not the figures here. In the meantime, I think we charged off $2,000
of coal bonds and we have lost $2,000 in timber bonds. .
The CHAIRMAN. It seems to me, as I analyze the situation now of

the money market, the bond market, and the stock market, there is
Some reason why bonds have not reacted favorably. Have you
analyzed the situation to know why, with the very cheap money we
aPpaxently have, bonds have not appreciated more than they have?
. Mr. ADAMS. I live in the country and we have not very much
information about that. We are not buying many bonds now. We
were one of the early buying banks and we got stocked up. Of course
he country is still stock-minded and while we do not have any

t?ans on stock, there are always a great many men whom we know who
ullZ. stocks instead of bonds.
The CHAIRMAN. You rely very largely in the purchase of bonds,

OD the advice of correspondent banks?
T Mr. ADAMS. We rely very largely on the good. name of the banks.
rcall that I went to see Mr. Traylor, of the First National Bank of

'hicago, whom I know very well, and with whom we have carried
an account for over 40 years, and I asked him to put me in touch with
1101.nebody who had some good bonds to sell that would be worthy of
"mg in our bank. He referred me as requested and they helped
:lee to select some $75,000 worth of bonds and none of them have

efauited. We rely on the good name of the institution.
If. the First National Bank of Minneapolis or of Chicago puts out

Pa !Emile, we generally buy them. We have to rely on the large
institutions, and we have found it a wise policy.
The CHAIRMAN. What class of foreign bonds do you buy?
Mr. ADAMS. We have a very diversified list. We have_some Belgian

.gonds, some few in Germany, some very few in Italy, and quite a few
'renoh bonds.
• The CHAIRMAN. I suppose you buy those because of the large
Interest returns you get?
Mr. ADAMS. I suppose we bought those bonds because they were

Bold to us. [Laughter.] We think that is our weakness now. .
The CHAIRMAN. You are about to have another opportunity to

I.15' some German reparation bonds. Mr. Traylor has had more or lessto do with the issuance of those, but I do not know whether he is
recommending them or not.

100136-31—vm 2 Fr 15-2
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Mr. STRONG. Mr. Adams, you spoke about having stock in three
other banks. Do you own control?
Mr. ADAMS. No, sir; we are simply a stockholder.
Mr. STRONG. It is not in the nature of a chain bank, then?
Mr. ADAMS. Absolutely not.
Mr. SruoN.u. You also spoke of a general selling of stocks by

banks—that is, trying to sell stocks generally to the public. I should
like to have your opinion as to whether or not that is indulged in from
the standpoint of creating friends in a community or as a money-
making proposition.
Mr. ADAMS. Selling listed stocks?
Mr. STRONG. The stocks of banks, generally. You spoke of the

fact that bank stocks are being more generally sold than they used to.
Mr. ADAMS. The groups have been selling their stocks. The local

banks never sell their stocks.
Mr. STRONG. I am not concerned what bank it is. Are they selling

for the purpose of making friends, or for the purpose of raising
money?
Mr. ADAMS. They wanted to raise capital and they naturally want

to get a wide distribution on the theory that the more customers they
have the more they are democratizing their banks.
Mr. STRONG. Is there anything in this thought, that it would be

easier to sell stocks in a bank that is diversified than to ask some good
investor to take the entire output?
Mr. ADAMS. At the time the stocks were underwritten in the North-

west by one of the banks there, their idea was that it was going over
big and so they made arrangements to have it underwritten. I think
Mr. Pillsbury is the one who insisted that the issue be underwritten,
and the way it turned out it was very desirable to have it done. Our
bank has never sold any bonds or stocks to anyone.
Mr. STRONG. What I wanted to develop was whether or not, in

that combination of these banks, whether they are group or chain,
there is not an amount of stock sold beyond the regular book value
of the banks. Is there not a little stock watering in the proposition?
Mr. ADAMS. The testimony here shows that they paid for going

business; but the distribution which some of them made by selling
those stocks to their depositors and some bond buyers, was unfortu-
nate, because they put it out at a price very much higher than the
market is now.
Mr. STRONG. Well, it is not a process that if it was done in connec-

tion with some stock in a gold mine it would be called watered stock?
Mr. ADAMS. I do not know that it is watered.
Mr. STRONG. I know you hesitate to say so.
Mr. ADAMS. No; I do not hesitate to say so. I know the stock of

the group holding company is very much larger than the assets they
own, but they claim that that is for going business.
Mr. STRONG. Well, water in the stock?
Mr. ADAMS. Well, I would not want to concede that.
Mr. STRONG. I know you hate to do that, but if you issue stock in

any institution—I do not care whether it is a bank or what it is—
beyond the value of the business, claiming it is good will, that is, in
sense, watering the stock, is it not?
Mr. ADAMS. I should say so. Up to the time this new movement

started, stocks in the Twin Cities banks were selling at less than their
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assets, but the Bank of Italy came in there and started things moving
UP by buying 400 shares of the First National Bank of Minneapolis at
a higher price than that at which they were previously sad, and at
that .time, with the inflation over the country and groups coming into
the situation, the stocks rose rapidly.
Mr. STRONG. The argument has been made to me by gentlemen

along the line that these group banks were wholly organized for the
Purpose of stability and the development of the community, but some
of them, it seems to me, have been organized as a money-making
prop•osition.
Mr. ADAMS. I do not think there is any doubt that those groups

Were organized with a view of increasing their business and increasing
their power, the same as any other merger is made.
Mr. STRONG. The Bank of Italy came in and bought some of the

stock?
Mr. ADAMS. The Bank of Italy came in and bought 400 shares of

the First National Bank of Minneapolis. Up to that time the stock was
8, °UN at from $280 up to $300. The officers and directors wanted to
Keep it there, but the Bank of Italy came in and bought 400 shares
at $400 a share and quite a lot of publicity was given to it and it
aroused quite an amount of interest, and from that time on the stock
began to go up.
Mr. STRONG. Has the Bank of Italy still an interest in that bank?
Mr. ADAMS. I could not say.
Mr. STRONG. Did they buy any other stock that you have heard of?
Mr. ADAMS. I do not know.
Mr. STRONG. Did they secure any representation on the board of

CareCtOrS?
MT. ADAMS. I think not.
Mr. STRONG. You do not know the purpose of their buying that

Stock?
Mr. ADAMS. If you are familiar with the Bank of Italy Corporation,

?lhich, to my mind, was the first investment trust to be organized,
lt was organized about 15 years ago with a capital of $50,000,000.
LOU may recall Mr. Giannini proceeded to buy large blocks of stock
1/1 the finest banks in this country. He also bought large blocks of
atOCk in General Motors, General Electric, and United States Steel.
The result was, inasmuch as he bought that stock before the inflation,
the Bank of Italy Corporation made a tremendous profit. I do not
know whether he still holds their holding in the First National,
c,the National City of New York, the Shawmut of Boston, the First of
°t. Louis and the First of New Orleans, or not.
Mr. STRONG. I will ask you for your opinion on this proposition:

JO you think, as a general proposition, the organization of group
Danks is for the purpose permanently of maintaining the groups or
of eventually selling them out to branch banking groups?
.Mr. ADAMS. I think they are organizing with the view .to central-

izing the power there in the Twin Cities. There was a difference of
Dinion about going into the group, when the Northwestern started.
I:be First National first announced they were not going in and so
advised me, but later on, as they found the Northwestern gathering
„up the fine banks around the country, they found it advisable to
Iellow their example.
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Mr. STRONG. Now, to your knowledge, has there ever been any
pressure or strong influence used to get these good banks to sell out
to the groups?
Mr. ADAMS. No; I do not think they have been coerced. There

has been persuasion. As I have stated—men from the cities visited
the banks and asked if the banks were for sale, and would tell them
the group banks were here to stay and the only thing to do was to
get m while salvation was available.
Mr. STRONG. Would they offer stock in the parent bank or holding

company in excess of what their stock was worth from a book value
standpoint or from what its marketable value was worth?
Mr. ADAMS. I think they have paid very good prices in exchange,

but that information is not available. Some of the banks have gotten
a very good price and some not so good.
Of course at the time they were exchanging their bank stocks,

group holdings were very much higher. than now, so they thought
they were getting more.
Mr. STRONG. The stock is not as valuable now as when it started?
Mr. ADAMS. There has been quite a depreciation. The North-

western group started at $50.35 and went to $100 but is now back to
$50.
The First National group stock started at $47.50 and went to $64

and is now at $28.
Mr. STRONG. So the investment in those bank stocks has not been

sogood? You do not need to answer that.
Mr. ADAMS. It has been like some other things that have gone

down. I think, however, those stocks will come back. Of course,
1929 was a very good banking year and there were not so many losses
and there were good rates of interest and a great many banks picked
up profits in the increase in bonds. The situation will not be so good
this year.
Mr. STRONG. A great deal has been said about the future of the

individual bank from a depreciation of its assets, but from your state-
ment it is very evident that the group bank stocks depreciated in
value.
Mr. ADAMS. That stock has gone down because it is on the board.

The stocks in the local banks have not gone down because there are
no quotations of their stock.
Mr. STRONG. Let me ask you in regard to very small banks that

are not accepted and taken in by these group banks. Gentlemen
representing one of the group banks before this committee, said they
expected to serve, such community, if permitted to do so, through
branches. What is becoming of those small banks?
Mr. ADAMS. They are gradually being absorbed. Within 90 days

three banks in an adjoining county were moved into county-seat
banks. At Fargo I noticed the other day the Merchants National
Bank had moved in three skimming stations: as we call them.
Mr. STRONG. And there are no banks left in those places?
Mr. ADAMS. No, sir; they do not need them and they would not

succeed if they remained.
Mr. STRONG. It is simply where small banks were placed where

there was no demand?
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Mr. ADAMS. They were put out during the period of expansion and
tileir earnings have been cut down because there are no profitable
side Imes now.
Mr. STRONG. If the large banks in the money centers continue to

send out men to sell bonds to banks throughout the country as you
desenbed, what will be the result if those large banks in the money
centers have teller windows all over the country?
Mr. ADAMS. They can not maintain them unless they maintain

them at a loss. They are not worth maintaining under present
Conditions.
Mr. STRONG. What will be the result with respect to the selling of

bonds?
Mr. ADAMS. Those small banks, of course, do not buy so manyI.

Mr. STRONG. I mean with respect to using them as distributing
agencies for the big banks that underwrite the bonds and get a good
eo,..,mmission and sell them to individuals through their branches.
rVould not these branches be used as a kind of distributing agency?
, Mr. ADAMS. I think the business would be so thin especially in
tile Northwestern States, it would not pay them.
, Mr. STRONG. If there was any money to invest up there, they would
oe used for that purpose?
Mr. ADAMS. There is a great deal of money in our section that has

F:°ne into local utilities. We have, in our town, a local utility that
lights about 15 towns. A very large proportion of its $15,000,000
Capital was raised in our territory. For a long time it was financed
at home. Their bonds have been popular and that is one of the
reasons why the deposits have not increased in the banks.
Mr. STRONG. Is that locally controlled, still?
Mr. ADAMS. Yes, sir.
Mr. STRONG. What I was trying to get at was the argument that is

°eIng made here that, through branch banking, either trade-area
branch banking or branch banking within the States or within Federal
reserve districts, they will be able to take care of the local communities
Where, at present, no banking can be successful.
Mr. ADAMS. They will not be able to take care of them, I believe,

1,),eeause, first of all, there is a type of borrowers they will not take and
brtfil good borrowers will, naturally, go into the centers.
Mr. STRONG. This leller window proposition will be practically

What you call skimming stations?
Mr. ADAMS. Yes, sir. In our county there are probably seven

towns that can maintain banks, and in those seven towns they will
Probably survive. If those seven communities in Otter Tail County
arc_i given good banking facilities, I think they can maintain them.
Mr. STRONG. In your opinion those banks could maintain and carry

°la Without fear of loss?
Mr. ADAMS. Yes, sir; and make a fair return.
Mr. STRONG. Did you put the statement of your bank into the

record?
Mr. FENN. Here it is, right here.
Mr. STRONG. In view of the very fine statement that has been

ni,afle here this morning, I think that the statement of the bank with
'winch this gentleman is connected ought to go into the record.
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The CHAIRMAN. Without objection, the reporter will place in the
record the statement referred to following the statement of the
witness.
(The bank statement referred to is printed in full at the conclusion

of Mr. Adams's opening statement.)
Mr. STRONG. The argument has been made here that the inde-

pendent bank has been demonstrated to be a failure because of the
fact so many banks have failed in the last 10 years. However, the
bank commissioner of Oklahoma has made the statement that, aS
the result of his investigation, he finds that a very small percentage
of the banks organized since 1920 have failed; that the failures have
been due to the carrying over of frozen loans which are the aftermath
of the war.
Mr. ADAMS. I think there is no doubt but that is correct.
Mr. STRONG. You agree with that statement?
Mr. ADAMS. Yes, sir. There is one point I should like to make at

this time. Mr. Lord testified that he did not think it was possible for
a unit bank to exist successfully in towns of less than 10,000 population
Now, it seems to me that the history of the banks in which I am
interested—and there are many others that have survived and are
doing well and are carrying on—demonstrates that that statement of
Mr. Lord is not correct.
Mr. STRONG. You can have my testimony that I am sure it is not

correct.
The CHAIRMAN. I might say for the information of the gentleman

that practically all the heads of groups who have appeared before the
committee have contended they could not succeed with a population
of less than 5,000 or 6,000.
Mr. ADAMS. The history of our banks and some others has shown

that it is not correct.
Mr. STRONG. I do not think, in my district, there is more than one

city with over 10,000 and in the nine county seats with towns of less
than 10,000, there are some very substantial and sound banks serving
their communities and in no danger of failing.
Mr. ADAMS. There is another interesting situation, and that is there

has been no lack of confidence in our community as the result of bank
failures. A bank might fail on one side of the street, and the bank on
the other side of the street has kept right on functioning. It may have
closed later, but the trouble was that it died of malnutrition or some-
thing else.
The CHAIRMAN. Mr. Adams, this committee is proceeding with

this study in the midst of an important evolution or revolution or
change in banking in the United States. We are trying to ascertain
whether the unit banking system is a thing of the past and whether
it is right and proper that banking shall continue along the lines of
the modern innovation of the chain, group, or branch banking. It is
a practical situation that confronts this committee.
You are at the head, and have been for a number of years, of s

country unit bank which has demonstrated its ability to exist and
prosper, which seems to contradict the views of the heads of these
new developments, that have appeared before the committee. You
have made a very interesting statement here showing that you are
keeping pace with the trend of the times in regard to banking develop-
ment.
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am wondering whether you have any suggestion to make to this
eoranuttee as to what we should do. The committee would very
uch appreciate your reaction on that as to whether the National

uon ress should act, and, if so, in what manner.
ivir. ADAMS. I can really see no good reason why we should have

6tate and national banks. State banks have generally been started
hec.ause they could be started with lower capital and it has been
churned they have been allowed to do certain things which they could
liot do under a national charter. The supervision of State banks
fl.as not been as thorough and as exacting as it, has been in the national
ankin system.
_Mr. DUNBAR. Could I ask a few questions right there?
The CHAIRMAN. Yes.
Mr. DUNBAR. I understood the gentleman to say there should nottoheatb?oth national banks and State banks. How are we to prevent

Mr. ADAMS. I did not say that, Mr. Dunbar.
Mr. DUNBAR. What did you say?
Mr. ADAMS. I said I could see no reason why we should keep the

?lc, systems. I was going to say that you people who maintain
ptate rights are loathe to give up that power, but I can see no reason
'or having the two systems.
Mr. DUNBAR. There is no way to prevent it in the world, is there?
, Mr. ADAMS. I understand your contention, but I do not know
about that.
, There is no doubt but that the unit banks will continue and can
'unction and do their work and serve the communities and give the
13;uhlic a safe place to put their funds and give ample borrowing facili-ties, but I do think that they ought to stop licensing banks in places
Where they can not survive, and if they do, they should have adequate
e.aliital. It is perfectly apparent that a bank can not start with
41.0,000 capital, build a building, get its equipment, and have anything
With which to do business. They go into the red ink the very first
Lear. If they will stop granting permits, it will help the situation.
enerally the banks have not been started on account of the necessity

'Or them. Some one wants to get into the banking business and he
!oes around and gets people to take stock and takes a note for it
tilld the bank starts without adequate capital and can not possibly
survive.
The CHAIRMAN. Take your own instance: Can you continue to

keet the competition of chains or groups?
Mr. ADAMS. I have no doubt of it.

I. The CHAIRMAN. You feel in your own city that if the Northwest
anking Corporation or the First Bancorporation operates a bank. in

Your city, you can continue to prosper and it will not interfere with
Your operations in the least?
Mr. ADAMS. We will have to keep on our toes all the time. They

°111d possibly, if they were so minded, come in and make conditions
!iar.d by cutting rates and doing things of that kind, but I do not
15elieve that that is probable.
The CHAIRMAN. Has it been your observation they are doing that

arinvhere?
Mr. ADAMS. No, sir.
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Mr. GOLDSBOROUGH. Could I ask the witness• just one or two
questions?
The CHAIRMAN. Yes.
Mr. GOLDSBOROUGH. Mr. Adams, in the community in which I live

in Maryland, the county of Caroline, on the eastern side of the bay,
there are nine very prosperous banks in the county, with a population
of 18,000. I am a director in several of them and in two of them the
capital stock is $12,000 each. They were both organized in 1909 and
the stock in one is worth now about 7 to 1 and the other is worth about
5 to 1. We did not build a building to start with, but rented 
office in an office building and waited until they get the money with
which to building a building.
I notice in your written statement and in your oral statement that

you seem to think it is necessary to build a building and put up a
sign and that it is necessary to spend a lot of money before you go
into the business.
Mr. ADAMS. It is not necessary, but it seems to me it is generallY

done. You have to have a vault and a safe in which to place your
funds.
Mr. GOLDSBOROUGH. One of these banks, the Hillsboro-Queen

Anne Bank—I give the name because I want to substantiate mY
statement—is located in a town of just a few hundred inhabitants,
and the Goldsborough bank is located in a town of 150 inhabitants.
I said the stock in one was worth about 7 to 1 and in the other 5 to 1.
They have both been paying dividends of 20 per cent since 1915.
Do you think it is fair to the smaller communities to take the position
that you must have a capital of $100,000?
Mr. ADAMS. It all depends on the management. If you get off on

the right foot, and if you have men such as I have described, men of
wealth in the community, whose money is in it and whose brains are
available to the bank, they can succeed under those circumstances;
and your banks over in Maryland have undoubtedly succeeded an°
made the large earnings which they have, because there was some-
body with brains and conservatism running them.
May I ask how you made those large earnings? Was it by die'

tributmg bonds as a side line?
Mr. GOLDSBOROUGH. No, indeed. Those earnings have been made

from strictly banking business and both banks have been exceedine
liberal in providing for the needs of their communities. But thel
have watched their loans very closely.
Mr. ADAMS. But you have not answered my question. Have your

large profits been obtained from interest?
Mr. GOLDSBOROUGH. Almost entirely. In the last two or three

years each one of them may have made five or six thousand dollato
out of stocks.
Mr. ADAMS. Well, that would be 40 per cent made out of the one

item.
Mr. GOLDSBOROUGH. But that is in only one instance.
Mr. BRAND. Are these banks located in agricultural communities?
Mr. GOLDSBOROUGH. Yes, sir. f
Mr. BRAND. Off of whom have you made your interest—off - o 

farmers?
Mr. GOLSBOROUGH. Yes, sir; and some minor business.
Mr. ADAMS. What rate do you pay on savings?
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Mr. GOLDSBOROUGH. Foul' per Cent.
Mr. ADAMS. What rate do you charge over there?

GOLDSBOROUGH. EX per cent.
Mr. ADAMS. You mean to say on your deposits with a 2 per cent

aPread, you can make those earnings?
Mr. GOLDSBOROUGH. I certainly do mean it. It has been done.
Mr. ADAMS. But you say you made 40 per cent in one bank off of

the sale of stock.
Mr. GOLDSBOROUGH. I said $5,000. I said that was one instance

since 1909.
Mr. ADAMS. How much are the resources of the banks—how much

are the deposits?
Mr. GOLDSBOROUGH. The resources and deposits of the Hillsboro

1°ank are nearly $800,000. The deposits in the Goldsborough Bank
are $550,000.
Mr. ADAMS. Those are very large deposits for a community as

62)1all as that. In the little bank I have mentioned here, we have had
*000,000 deposits.
k, Mr. GOLSDBOROUGH. Practically all the witnesses who have testi-
!lied from the standpoint of the independent banks, have accented
re necessity of increased capital stock—you among the number.
11,1 has always seemed to me, Mr. Adams, that the management of
e institution had a great deal to do with it—more than the capitalstock.
Mr. ADAMS. There is no question about that.

, Mr. GOLDSBOROUGH. Let me finish my statement—it seems to me
tnat the capital stock should be kept small enough to permit large
ellhugh earnings to keep the people happy.
Mr. ADAMS. You have described the situation accurately as fits

tile three little banks I have spoken about. But if you have a
reless management, you must have capital to take care of it, and

'hat occurs everywhere except possibly in Maryland. I dare say
3:011 have not paid all you have earned, but have put some in reserve
03 take care of those conditions.
Mr. GOLDSBOROUGH. Well, in one bank the capital is $12,000, the

• Plus is $75,000, and the undivided profits seven or eight thousand.
„Mr. ADAMS. When you make large dividends, you are not making
rie dividends on the capital alone, but on the surplus. We can all
olaid up a good bank if we start out on the right foot.
8 Mr. GOLDSBOROUGH. I think if you are going to have good banking
..erviee on the unit system, you must have a small capital. It does
pt make any difference what kind of business you start, whether a
1 °tel or what not, you must keep the capital down, because if they
• not earn fairly large dividends, the people will lose enthusiasm for
and it will go to pieces.
That is all, Mr. Chairman.
Mr. DuNBAR. The first paragraph in your very admirable state-

of your ideas concerning banks states that a local bank well
111.25haged has no fear of being unable to compete successfully with the
°uP banks unless unfavorable legislation is passed. Now, suppose

f group bank was to hold the stock of a bank in your city, what un-
wavorable legislation do you have in mind that could be passed that
°WA be detrimental to your bank?
Mr. ADAMS. I have not anything special in mind.
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Mr. DUNBAR. Nothing special?
Mr. ADAMS. No, sir.
Mr. DUNBAR. I thought you had, or you would not mention it.

That is all.
(At this point the committee went into executive session, at the

conclusion of which the committee took a recess until 2.30 o'clock
p. m.)

AFTER RECESS

Upon the expiration of the recess, the hearing was resumed.
The CHAIRMAN. The committee will come to order. Mr. Seiber•

ling, you will now question the witness.
Mr. SEIBERLING. I only have a few questions.
In the first place, I enjoyed your statement very much; I think it

was a very admirable statement.
Assuming that something would have to be done with reference to

the banking situation on account of the organization of the chain and
group banks threatening the existence of unit banks, would you
prefer to let that condition continue, or to go to branch banking
within trade areas?
Mr. ADAMS. I think it would be better to have group banking,!

but if the groups are going to continue to buy the best banks,
think they ought to have the permission of the State banking super-
visor or the Comptroller of the Currency before they can obtain con'
trol of the banks and take the ownership out of the community. ,
In Minnesota now we have a commission which grants the apph-

cations to start banks, and they can prevent wrong people frau
starting a bank, but when that bank has once started and has re:
ceived the deposits of the public, then an outsider can come in WI
buy that bank and take it out of the original hands regardless of that
outsider's character.
Mr. SEIBERLING. Coming back to my question, I understand you

to say, then, that you favor group and chain banking in preference
to branch banking in limited areas?
Mr. ADAMS. I think group banking is fairer to the community',

because the institution is localized to some extent, and it would also
pay taxes in the community, which the branch bank would not do.
Mr. SEIBERLING. If branch banking were permitted by Congree5,

would you make branches out of your affiliated banks, or would you
leave them as they are?
Mr. ADAMS. It would be cheaper and more profitable for the banl!

at the county seat to put in a branch office than to maintain a baniv
with capital, and within a small area the bank at the county seat has
ample capital to give it stability and, as I said, it would be more
economical for us to operate those little banks as branches, but you
take the taxation out of the community.
Mr. SEIBERLING. Then I understand that if you to-day had the,

right to make branches out of the affiliated banks you own, you woula
make them branches of your parent bank there in Fergus Falls?
Mr. ADAMS. No; I do not think I would. I think they have bee°

successful in their careers, and the right thing would be to allow the'
to continue. But banking in the small places is not going to he
sufficiently profitable in the future so that in instances it might be bettel
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to establish branches which can be operated more economically if
the community is to be served.

it. L Mr. SEIBERLING. I suppose you will agree that you can operate a
uralAch bank much more economically than you can a unit bank?

he I Mr. ADAMS. Yes; that is true.
ckI Mr. SEIBERLING. Therefore, if we want hi 0 extend banking facilitiesI I

to the smaller communities, branch banking would be much more
feasible than unit or chain or group banking?
Mr. ADAMS. I would not want to concede that.

than 
SEIBERLING. I am asking you which would be more feasible

mor- an the other.
I. Mr. ADAMS. A branch can get along without capital and it might,ee able to handle the business, but if there is enough business there

itY can operate a small unit bank.
s Mr. SEIBERLING. You might have a community that is too small

to I?! a unit bank and yet you could maintain a branch bank there, as
nci they do in England, for instance, and operate maybe for two days

Week.
irig Mr. ADAMS. That is a new proposition to me, although in Vermont,

,v.'here I was raised, there were certain banks that would go down to
ng, !little villages and pay out money on cream days, and take in their

!*Posits. Of course in these modern days, when everybody comes
er-Into the larger towns two or three times a week, conditions are
Do- different.

Mr. SEIBERLING. Do you think that the remote districts in your
territory have all the banking facilities that they need?
Mr. ADAMS. I think they are more than ample at the present time.

re' th the ninth congressional district—and that is where I live-115rid bai attics have closed.
SEIBERLING. Do you still have enough left?

Mr. ADAMS. I have not the slightest doubt about that.
Mr. SEIBERLING. Are they so distributed that the people in your

district can have adequate banking facilities?
Mr. ADAMS. I think that with the exception of one county that is

"Ile case. In Kittson County they had 17 banks, and I understand
d"at there are only two left. It might be that they could stand one
er two more there, but if you will notice this table which has been
Lut into the record on page 354, you will notice that in some little
41, ages three banks have closed, and there is no doubt that it was

ftosolutely unwise to have ever permitted those banks to start there.
Mr. SEIBERLING. As I understand you statement, you think that
We let economic laws take their course, in due time things will so

€lqust themselves that these communities that we are worrying about
tval have such banking facilities as the necessities require?
Mr. ADAMS. That is my- opinion.
Mr. SEIBERLING. That is all.
Mr. ADAMS. There are one or two things more I would like to bring

41) here, if I may.
The CHAIRMAN. I wish you would.
Mr. ADAMS. One of the reasons why closed banks have not paid

Illore to the depositors has been that they have been kept open, or
u,eve been allowed to remain open, long after they should have been
closed, and one of the ways of keeping them open has been for the
BuPerintendent of banks to take the funds which belong to a closed
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bank and put them into a weak bank. Under the law:which is 011
the statute books there, that makes a preferred claim for the State,
and that has permitted banks to pay out funds longer than it should.
Then, when the bank has closed, that preferred claim takes the bulk
of the assets.
The CHAIRMAN. Do you think the same thing applies to national

banks?
Mr. ADAMS. I am not familiar with that. No national bank has

failed in our immediate neighborhood, and I do not know.
The CHAIRMAN. Of course, all that you said there could not applY

to a national bank.
Mr. ADAMS. No.
The CHAIRMAN. But I meant more particularly the question of

easing a bank along after it had become insolvent, in the hope that
it would recoup itself.
Mr. ADAMS. I have never heard of the comptroller puting funds

into such a bank.
The CHAIRMAN. I am not referring to that, but to the policy 01

closing a bank long after it had really failed, and I am asking you
whether under your observation the comptroller of the currency has
pursued that policy to the detriment of the bank.
Mr. ADAMS. Not very generally. There are only one or two iI1.

stances in our territory where I thought a bank should have beet]
closed before it was. Sometimes a bank will borrow, and the wise
ones will draw the money out before the rest of the depositors.
The CHAIRMAN. My statement was prompted by reason of the

fact that the statement has been frequently made here, as it was
this morning, that these banks that are failing so rapidly now, reallY
failed several years ago because of the conditions immediately follow.
ing the war, and the question naturally came to my mind as U
whether or not it might have been wiser to have closed those banki
when the real failure occurred, 5, 6, or 10 years ago, than to have
strung them aloag during this period?
MT. ADAMS. That would have been much fairer, because it has

allowed certain people to draw out 100 cents on the dollar, while
those whose money was remaining got very much less.
The CHAIRMAN. It has tended practically to give a preference tc

certain people who withdraw their money.
Mr. ADAMS. It has given a preference. One bank which closed

our territory, was being supported to some extent by borrowed
money from the corresponding banks. The correspondent barakE
finally took the position that they were willing to help keep the bank
open, but not willing to lend any more money to enable the bank tu
make preferences.
The CHAIRMAN. What is your analysis of the reasons for the failure

of these country banks? I would be glad if you could enumerate the
major reasons for those failures?
Mr. ADAMS. In the first place, they were established when theri

was no occasion for their establishment. In the second place, the
had insufficient capital, and the capital was never paid into the bank
which was supposed to be paid in. The banks were put into the hands
of young, inexperienced and untried men, and their idea was to make
the bank grow as fast as possible, as a result they gathered into those
banks a lot of money which did not normally belong in the corn.

a
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on Plunity. They offered high rates of interest, and they advertised
tte f ;11 national papers, especially in religious papers, and they drew a
ild. targe amount of money .from the East, which went to those banks
ulk oecause they would pay 6 per cent interest on deposits.

The CHAIRMAN. You are speaking of banks in your particular
nai territory?

, ,Mr. ADAMS. Yes; all of my remarks apply to the territory where
has 1 uve, because that is the only place with which I am familiar. But,

after a while, money became tighter in the East; it was not because
ply ,t,heY had begun to lose faith in the western banks, but they needed

bue money at home, and when they started to draw out that money,
the banks out there did not have any cashable paper so that they could

of collect at the time when their deposits were being pulled out.
1st The CHAIRMAN. What period are you speaking of?.

I. Mr. ADAMS. From 1918 to 1925—that is the time when they
ids Degan to lose money and the trouble began to occur.

I wish Mr. Goldsborough were here, because he made a point in
of favor of little banks of $10,000 or $12,000 capital, but in looking at
ou e directory I find that those banks have a surplus of $75,000, so
Las tuat they have ample capital to take care of ordinary losses. More

than that, if a bank is going to be established, the owners of the bank
in- ?tight to furnish some of the capital and not expect the depositors to
en IUMISh it all. Where we have had those weak banks, if a .person
ise w,anted to use his money to buy a bond or property, they disliked to

grve up those deposits and they urged depositors to let the money
he remain and they would perhaps give them an extra per cent. 
as , The CHAIRMAN. What rate of interest have the banks been paying
lly m Your section on deposits?
w- Mr. ADAMS. Four per cent is the general rate.
to The CHAIRMAN. On these eastern deposits?
ks Mr. ADAMS. I think they paid as high as 6 per cent. One year
we Lye had surplus money and we sent it out to Dakota and a little into

T-ontana. I picked out about 40 banks and sent $1,000 apiece to
is ulose banks on certificates of deposit running about four months, and
le tuade them due just about when they began threshing. Many banks

?tattle right back and wanted to know if we did not have more to send
to _,'t.Letn, which made me more or less suspicious. There was always a

IllsPosition with those little banks to get funds any way they could to
in %crease their loans, not realizing that the funds would have to go
gl back.
ke The CHAIRMAN. Has it been a general practice in the East and
Lk Parough your section for the larger banks to send money to those small
to Banks during flush seasons?

I. Mr. ADAMS. There has been some. One of the reasons for some
re °anks failing has been that the funds were taken out of prosperous
ie ,Co,nununitie,s and sent to Dakota and Montana in order to get the

lugher rates. A good many of those banks were in charge of young
e °len who went out from our territory and they drew from the home
9 country a lot of money which was lost when their banks closed.
k ;, Mr. SDIBERLING. I would be very much interested, Mr. Chairman,
Ls u, You would ask him what the average rate is that they charge on
e leans.

e The CHAIRMAN. What is the rate of interest charged on loans?
i
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Mr. ADAMS. In Minnesota the legal rate is 6 per cent; the maximum
rate 

i
is8 per cent. I notice that the record here states it is 10 per cent,
ibut t s 8 per cent, and the law of usury is that if you charge a usurious

rate, you lose .the principal and interest. In our territory a great
deal of money is loaned at 6 per cent to the good concerns that carry
an account. We do not require a compensating balance as they do
in a good many places. Seven per cent is as much as any one is willing
to pay, and we charge 8 per cent only on the small $50 and $100 loans.
There ought to be a provision allowing a higher rate on those small
loans, for you can not loan $50 and put it on the books and send two
or three notices and make any profit at 8 per cent. On those small
loans, there should be a provision permitting the charging of a higher
rate.
The CHAIRMAN. Some banks do make a minimum charge of 25

cents or 50 cents—
Mr. ADAMS. It is usurious; we have always had to take 19 cents

when we should have had 25 cents. At a recent meeting at Fergus
Falls, a district bank meeting, one of the bankers said that he charged
50 cents for making out the note, and then he charged interest in
addition to that. I think that would be usurious.
The CHAIRMAN. Do you make a service charge to your depositors

keeping small accounts?
Mr. ADAMS. We charge 50 cents a month if they do not carry a

balance of $50. The result of that was to eliminate some small
accounts which should not be in the bank, and it induces the others to
carry an adequate balance.
The CHAIRMAN. Is. your bank making a collection charge on either

checks or drafts or bills sent in for collection by other banks or indi-
viduals?
Mr. AnAms. We have to clear all checks under the Federal reserve

law without exchange, and we sell very few drafts.
The CHAIRMAN. But, on the collection of drafts sent to your bank,

you are permitted to make a charge.
Mr. ADAMS. Yes; we charge 10 cents a hundred for making remit-

tance. The chain stores get a 5-cent rate from a good many banks.
The CHAIRMAN. You were referring this morning to the loanable

funds of your bank. Is it the general practice of the banks in your
territory to buy bonds?
Mr. ADAMS. They have been buying some bonds lately, for they

have realized the necessity of having something 
The CHAIRMAN. As a secondary reserve?
Mr. ADAMS. As a secondary reserve. Of course, they slipped

somewhat, and they have not bought sufficient high-class bonds.
The CHAIRMAN. What percentage of the assets of the banks in

your section of the State would you say is in bonds?
Mr. ADAMS. I do not believe there is 10 per cent of the deposits in

bonds.
The CHAIRMAN. Do the banks buy commercial paper through the

large city markets?
Mr. ADAMS. We used to buy it, but the rate has been so low since

the refinancing by those large concerns which put out preferred
stocks and bonds, that we switched over to bonds, instead of buying
commercial paper.

A16..
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The CHAIRMAN. Do your banks make collateral loans on listed
stocks?
Mr. ADAMS. The examiner has told me that we have more collateral

loans in our bank than there are in any of the other banks that he
examined, but that is due to the fact that a good many people in our
town have bought securities in the local utility companies and we have
educated them to bringing in some security when they want to borrow.
The CHAIRMAN. What are the principal reasons for the success of

the management of your bank in your locality when so many other
banks have failed in that same locality?
I hope you will not be modest in answering it.
Mr. ADAMS. The bank has been owned by the directors and con-

trolled by the directors, and the directors are always around; they
always come in and visit and gossip every day. We have been lending
their money, and we tried to be careful about it, and we have kept
down the operating expense and have had a pretty good class of busi-
ness. As the new banks came into the country, they were eager to get
business, and if we were a little bit stiff in trying to do what was right,
the customers would drift into those new banks and they took
Punishment.
The CHAIRMAN. It is largely management?
Mr. ADAMS. I feel it is entirely management.
The CHAIRMAN. And with good management, of course, comes di-

versification of loans and assets, and not putting all of your loans in
one class of paper. Would you say that that was a factor?
Mr. ADAMS. Yes; we try to diversify, and in buying bonds we

always buy in small amounts and diversify them.
The CHAIRMAN. Approximately, what is your average amount of

reserve carried against deposits?
Mr. ADAMS. We have some large customers who hit us very hard,

and we always try to have $200,000 or $300,000 above the necessary
reserve to take care of those heavy drafts.
The CHAIRMAN. Do you ever borrow from the Federal reserve

System?
Mr. ADAMS. We never borrowed in the 58 years from either the

Federal reserve bank or a correspondent. I have never been in the
Federal reserve bank but twice. The main advantage that we get
from the Federal reserve bank is that they bought our Government
bonds for us and they stored them without compensation, whereas
the correspondent banks charge $1 a thousand for storage and clipping
the coupons.
The CHAIRMAN. Of course, you realize that we have a very active

market, not only in the industrial and railroad stocks but in recent
Years in bank stocks. Are bank stocks in your locality dealt with
Pretty generously now?
Mr. ADAMS. None at all except in the group banks.
The CHAIRMAN. Do the rank and file of the people buy and sell

those stocks?
Mr. ADAMS. No; they took those stocks when they were offered.

I think a large amount of stock which has come out from the group
holding companies was the stock which the country bankers got in
exchange for stock of their own banks. It was stated here that they
Would not sell out for money, but that they wanted to get into the
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group holding company. That might have been the case in the begin-
ning, but later on a good many of the bankers perhaps were in debt
and when they exchanged their bank stock for the stock in the group
banks they needed to raise money and they offered some of their
stock for sale. It seems to be the practice now where a group takes
over an individual bank to have an agreement not to put that stock
on the market for six months.
The CHAIRMAN. There has been a pretty wide circulation of bank

stocks coming from the large centers throughout the country. I
know that in my section of the country, farmers and individuals of
small means have recently been buying New York City bank stock.
Does that same practice prevail in your section of the country?
Mr. ADAMS. To a very limited extent. The National City has

got some stockholders in our locality, and we have one loan in our
bank secured by National City. We took that when it was about
400 
The CHAIRMAN. That is, the price of the stock was $400?
Mr. ADAMS. Yes.
The CHAIRMAN. On what basis did you make the loan?
Mr. ADAMS. About $300, and yesterday the stock was at 157.

So the loan is below the margin, but we hope the party is going to
pay it.

The CHAIRMAN. How does National City stock happen to be held
in Minnesota? Is there a campaign out there through salesmen to
sell that stock, or did the individual who, for instance, sought the loan
that you refer to, buy it of his own volition, or was he persuaded
to buy it?
Mr. ADAMS. All of the large banks have security companies and

their agents are traveling through the country selling their securities,
and, of course, those securities which are put out by these subsidiary
companies really travel on the good name of the banks, so that the
average person, in buying a stock from a subsidiary of a New York
bank thinks he is really buying it of the bank—that is, they do not
separate the subsidiary from the bank.
The CHAIRMAN. Take this particular case that you referred to:

Was that stock sold by the National City Co. to your customer, as
far as you know?
Mr. ADAMS. It was probably sold by one of their representatives.
The CHAIRMAN. A representative of the National City Co.?
Mr. ADAMS. Yes.
The CHAIRMAN. Which is an affiliated company of the National

City Bank.
MT. ADAMS. Yes.
Mr. GOODWIN. The National City Co. has an office in Minneapolis,

have they not?
Mr. ADAMS. Yes. I was tipped a while ago to buy Chase. Their

representative called on me a while ago and said they were going to
take on a big company, and suggested that I ought to have some
stock in the Chase National.
The CHAIRMAN. That is, the representative of the Chase Securities

Co. suggested that to you?
Mr. ADAMS. Yes; the representative of the Chase Securities Co.,

that I ought to have some of the stock of the Chase National.
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The CHAIRMAN. But under this plan that is developing in the coun-
try of building up banks in trade areas under the group or chain plan,
for instance, like the First Bank Stock Corporation and the North-
west Bancorporation, and similar organizations in Buffalo and other
Points, their representatives have indicated to us that they were pre-
empting their territory, that they reserved the right to do all kinds of
banking business, an it has been suggested that the building up .of
those concentrated units would deprive New York of the opportunity
to sell its securities within that territory. The other day, when Mr.
Wiggin was here, the chairman of the board of governors of the Chase
Bank, he rather was of the opinion that it would not interfere with
their opportunity to sell securities. It has been argued here to the
Committee that the reason that these groups have paid what looked
like excessive prices for the stock has been due to the value they saw
of an opportunity of preempting territory in which to sell for all time
investment securities, on the theory that there would be more money
for these groups in the distribution of securities and the profits de-
rived from them, than there was in the legitimate banking business of
those localities.
Being located in one of those districts, what would be your observa-

tion in regard to that? In other words, would you be more inclined
to buy your securities, through Minneapolis and St. Paul, from one
of those groups or would you continue to do business with your cor-
respondent banks in Chicago or New York?
Mr. ADAMS. We have always bought through the Twin City banks

Whenever we could, but we would not buy a bond of them if we could
buy a better bond from an eastern bank. We would naturally give
the banks in our own section the preference, but there are a good many
issues that they might not have.
The CHAIRMAN. So you do not think that the building up of these

big groups in any given area would preempt exclusively to them the
right to sell the bulk of the securities in their particular area?
Mr. ADAMS. I do not believe the New York banks are going to

abandon the territory.
The CHAIRMAN. Is it the practice of the country banks like yours,

for instance, in that territory, to make loans with these chain or group
bank stocks as collateral?
Mr. ADAMS. I do not think we have a loan of that kind in our bank.

There may be one or two employees who got an allotment of that
stock and are paying for it on the installment plan. When these
stocks came out, there was quite a wide distribution and a good many
employees in banks throughout the State wanted to get a few shares,
and it may be that in one or two cases we are carrying some of that
in our bank, but very little.
The CHAIRMAN. As I understood your testimony this morning, and

I was out part of the time, you believe that the unit banking system
Can, when properly managed, continue to exist in competition with
these other institutions?
Mr. ADAMS. I have no doubt about it.
The CHAIRMAN. Do you care to express yourself on the question of

extending branch banking to trade areas, as suggested by the Comp-
troller of the Currency?
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Mr. ADAMS. The independent banks of Minnesota are very much
opposed to it and are very much opposed to having branches come
into a territory which is already filled. If they were permitted to
come in, they would perhaps skim the better business; they might
pick up some of the larger borrowers of the highest type, and we feel
now that we have all the banking institutions there that the com-
munity needs, and that if we are let alone we can take care of all the
needs of the country.
The CHAIRMAN. That raises a very pertinent question—if let alone.

What do you mean by that?
Mr. ADAMS. Well, we have wondered whether there was legislation

here which would give the group bank a preference. We have not
supposed that would be the case.
The CHAIRMAN. You mean legislation in Washington?
Mr. ADAMS. Yes.
The CHAIRMAN. But this group plan is already proceeding under

State authority.
Mr. ADAMS. Of course, but they are looking for national legislation.
The CHAIRMAN. What kind of national legislation?
Mr. ADAMS. I mean legislation governing the national banks. Per-

haps I do not make myself clear. They apparently have the purpose
of getting legislation which will legitimatize the group idea or the
branch idea.
The CHAIRMAN. Pretty nearly all of these men have suggested to

us that the group or chain idea was just a step and that if branch
banking were permitted, either nation-wide or under Federal reserve
districts, or state-wide or trade areas, that they would overnight
convert their chains or groups into branches.

Is that the kind of legislation you think that they are looking for,
the extension of the radius in which they can do branch banking?
Mr. ADAMS. I do not think the holders of group banking want that.

I think they feel sure of their territory under the present system,
because if branch banking became general, the New York banks,
Chicago banks, and other banks, including St. Louis banks, would
naturally come into the territory if there was a good opening.
The CHAIRMAN. Do you not think that there is danger of New York

or Chicago groups coming in and seizing control of these existing
groups? Do you not think it is just as easy to do that as it would be
to get control through branch banking?
Mr. ADAMS. There is a general belief that there is danger that

eventually the large banks in New York will pick up the groups; I
think the groups are afraid of that, to some extent.
The CHAIRMAN. When Mr. Wiggin was asked what a trade area is,

he could not tell the committee, but he indicated that the trade area
of the Chase National Bank was the United States, and perhaps the
world.
Mr. ADAMS. The trade area of the First National Bank of Fergus

Falls is Otter Tail County, and we can not operate branches outside
of that to advantage.
The CHAIRMAN. One peculiar thing about this question of limita-

tions is that we limit where the banks can do business, but we do not
limit the customer as to where he shall do his banking business.
Mr. ADAMS. A trade area is very difficult to define. Fergus Falls

is undoubtedly in the trade area of Minneapolis. Chicago and Minne-

a

b,
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aPolis are undoubtedly in the trade are of New York, so I do not see
how you are going to define that term.
The CHAIRMAN. Do you think that if we should leave it to the

Comptroller of the Currency, the Federal Reserve Board and the
Secretary of the Treasury to define the term "trade area", that they
could define the areas in which these banks should operate?
Mr. ADAMS. That might be a fair proposition, but, of course, we

would not want the Federal reserve bank of our district to do that,
when the majority of its board of directors are members of holding
companies.
The CHAIRMAN. Then there is danger of the control of the Federal

reserve system by these groups?
Mr. ADAMS. They have practically all the members now.
The CHAIRMAN. 1-'hat is pretty conclusive evidence, I would think,

that there is danger.
Mr. ADAMS. Of course, the unit banks have never paid any atten-

tion to who were members of the Federal reserve bank, and a good
many of them never voted.
The CHAIRMAN. Do you have any affiliated institutions?
Mr. ADAMS. The First National tank of Fergus Falls?
The CHAIRMAN. Yes.
Mr. ADAMS. No, sir.
The CHAIRMAN. YOU have no securities companies?
Mr. ADAMS. We have the First National Investment Co., which

We organized to take assets out of the bank which were not permis-
sible. At one time we purchased certain preferred stocks, and when
the examiners came around they called our attention to the fact that
they were not permissible, so we took them out and put them into
this investment company and we acquired some assets of a character
Which could not be carried in the bank and we found it advisable to
carry them in the First National Investment Co.
The CHAIRMAN. Do you buy and sell securities through that

company now?
Mr. ADAMS. No, sir.
The CHAIRMAN. It is strictly a holding company for those securi-

ties that you can not legally hold in your bank, is it?
Mr. ADAMS. Yes. Sometimes when some of the local power stock

comes in, we buy it and carry it for investment, but we have never
distributed any stocks and we have never sold anything and if anyone
comes into the bank and wants to buy a bond, we have no recommend-
ations. We show them our list and if they want anything we have,
We will order it.
The CHAIRMAN. The stock of your investment company is owned

hy the same stockholders and in the same proportion as the shares
Of your bank?
Mr. ADAMS. es, sir.

, The CHAIRMAN. SO that every stockholder that has stock in your
bank has a corresponding interest in your securities company?
Mr. ADAMS. Yes.
The CHAIRMAN. What is the capital of your securities company?
Mr. ADAMS. $12,500.

, The CHAIRMAN. We have pending here before the committee a
oill proposing that where a national bank has affiliated companies,
the examining supervisor, which in the case of the national banks
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would be the Comptroller of the Currency, should have access- to the
records of that affiliated company. Do you see any objection to
such a plan as that?
Mr. ADAMS. If the stock is owned by the bank, I think it should

be examined, but if it is owned by the stockholders, I do not see any
reason why they should have that supervision.
The CHAIRMAN. Take, for instance, a national bank that has a

securities company; it might become so involved in speculative
transactions that it might affect the solidity of the bank. Would you
not think that it is rather to the advantage of the bank to have that
examination?
Mr. ADAMS. My statement is that if the bank has a securities

company which the bank owns, there is no reason why that should
not be examined just the same as the collateral which the bank has
for its loans.
The CHAIRMAN. No matter under what law that securities com-

pany may be organized, whether it is organized under the banking
laws or the corporation laws, or the laws of some other State?
Mr. ADAMS. If it is a part of the banking capital, it should be

supervised.
The CHAIRMAN. Do you think that an affiliated company like that

should have the right to buy the stock of a national bank, whereas
the national bank is prohibited from owning its stock or dealing in its
stock?
Mr. ADAMS. I have always believed that the stock of a bank ought

to be owned by the men of the community whose money is in it, and
whose wealth is behind the bank, and should not be held by subsidiary
companies, where there is not any double liability or where there is
not any power or capital to back up the bank when it is in trouble.
The CHAIRMAN. Do you think we should prohibit the ownership of

national bank stocks by corporations and investment trusts and con-
fine that ownership to individuals?
Mr. ADAMS. I think that would be preferable. I do not believe

that this investment-trust proposition with respect to bank stocks has
worked to the good of the banks.
The CHAIRMAN. It indicates a spirit of speculation.
Mr. ADAMS. There would not be if that stock were held by the

men who are running the bank and looking after it.
The CHAIRMAN. Do you think that a bank would be more secure,

then, if the majority of its stock or 100 per cent were owned by the
management?
Mr. ADAMS. I think that would be very much better.
The CHAIRMAN. In other words, you are suggesting that the man-

agement of a bank takes more seriously its job if it owns the bank?
Mr. ADAMS. Yes; and their very good names are behind it. Of

course, there has been an awakening now, for our Supreme Court
has recently made a decision which held that the directors must
know what is going on in a bank, and I think in one case there was a
decision to the effect that if they did not know of their own knowledge,
they should hire an auditor to ascertain it for them.
The CHAIRMAN. Your statement in regard to the ownership of the

stock by the management is most interesting. I may have difficulty
in finding the reference to it in these hearings, but I would say that
it has been indicated that the ownership of most of our large banks is
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not lodged in the management but that as a general thing probably
less than 10 per cent of the stock of any one of our large institutions
is held by the management.

XII'. ADAMS. I think it would be much better if the greater part of
the stock was held by the management. I know that years ago tin,
First National Bank of Minneapolis was in trouble, and Governor
Pillsbury, one of the very large owners of the stock, and John Martin,
were behind the bank and put it on its feet, but if that stock at t
time had been widely scattered, nobody would have put it back
its feet as those two men did.
The CHAitimAN. Mr. Goodwin, have you any questioi,-..)
Mr. GOODWIN. rillOre is only one question that I hitv(! 11, II.
It has been testified before this committee that there is no danger

that the New York banks or financial interests will over get control of
the ownership of the stock of the group banks, partly for the reason
that there is local pride in the ownership and operation of group banks
in the different localities. Would it not be an easier matter for the
New York interests to purchase the control of the stock of the holding
company of the group companies than it would be if they had to go
out and buy these different banks? •
Mr. ADAMS. 1 think it would be very much easier to gather in the

stock of the holding company than it would be to go out and buy the
individual banks.
You raised that question of local pride. I think it was a serious

error for Duluth, and possibly for St. Paul to permit their banks to go
into a group, because Minneapolis is recognized as the head and those.
other towns have become way stations, so to speak, in finance.
Mr. GOODWIN. In those instances the matter of local pride did not

Protect the local ownership of the bank.
Mr. ADAMS. It did not prevent them from g9ing in the group, and

1 think it was a mistake for them to do it.
Mr. GOODWIN. 14-10111 your testimony I gather that you have felt

that the independent unit banks in this country, whether in the
agricultural sections or other sections, with adequate capital and
Proper and prudent management, can succeed in competition with
either branch or group banks?
Mr. ADAMS. 1 think so. Of course, branch banks would make it

harder, and if group banks started out to destroy the individual
banks, they might possibly make it hard for them. I do not know
of any way of preventing the holding companies from buying more
banks. It has been suggested that you might have a law that
would prevent them from acquiring more than a certain amount of
the stock, but I do not think that would be workable.
Mr. Goonwiri. At any rate, we have no law that in any way

interferes with any group buying all the banks they want to and are
able to purchase?
Mr. ADAMS. No.
Mr. GOODWIN. Would there be in y0111 opinion any opportunity in
group system of banks to restrict credit to those who might be in

competition with the officers or directoi s of the group banks?
•Mr. ADAMS. There might be, but at present they are all high-

minded men, and I do not believe that that would be done.
Mr. GOODWIN. That is a remote possibility, but it is possible?



1950 BRANCH, CHAIN, AND GROUP BANKING

Mr. ADAMS. It is possible, of course. A bank an always deny
credit to anybody that it wants to on perfectly valid grounds, but I
do not think it is generally done. If a loan is good, they are generally
glad to get it, especially for a customer of the bank.
May I ask a question?
The CHAIRMAN. Certainly.
Mr. ADAMS. It is contended that if a person goes into a bank and

buys a draft, and is not a depositor of the bank, that that draft should
be paid where there is the money in the bank on which the draft is
drawn, notwithstanding that the bank closes before the draft reaches
destination. Is there any legislation along that line?
The CHAIRMAN. No; we have pending before the committee now

a proposal to give a preference to shippers of grain, for instance, who
draw a draft on a customer at some distant point and who sends that
draft to the bank in the town where the consignee is located and
where after the draft has been paid by the consignee and before the
money is remitted to the shipper the bank fails. It is proposed that
in liquidation that shipper should be given the preference, that he
should have a preferred claim and it should be paid in full.
Mr. ADAMS. It is contended that if banks are going to sell drafts

in competition with express companies and in competition with the
post office, that the draft ought to be paid if the money is in the bank
at the time it is drawn.
The CHAIRMAN. In other words, the bank in that capacity is

simply acting as a trustee. What is your own thought in regard to
that?
Mr. ADAMS. I think if a person goes into a bank and buys a draft

and the money is in the bank on which the draft is drawn, that that
draft ought to be paid if the bank fails before the draft gets to its
destination. If that is not the policy, then the public ought to buy
express orders, or money orders.
The CHAIRMAN. That is a form of segregation of bank assets.

Would you favor the segregation of banking assets so as, for instance,
to give the savings bank deposits, or money that might be termed as
"belonging to the widows and orphans," a preference in case of a bank
failure as they do in some States? For instance, California has a
segregation law, a preferential form of securing certain depositors.
Mr. ADAMS. I am glad you brought that question up, because the

bulk of our savings deposits are in the form of certificates of deposit.
That is the usual form in the West, and that is the main supply of
money in the banks.
The CHAIRMAN. As to this suggestion with respect to the segrega-

tion of the assets, it would not matter whether you had a savings book
or a certificate of deposit; it would apply to the setting aside from the
total volume of assets of your savings accounts.
Mr. ADAMS. That would force those savings to be put into certain

types of investment, and it would remove from the use of the com-
munity a very large amount of the assets of the bank.
The CHAIRMAN. Then you would not favor that?
Mr. ADAMS. It would not be workable in our country at the present

time, where there is a different condition than there is in New England.
In New England the people put their money in the savings bank, and
it has not been their habit to invest their funds, but to let the bank
invest them. In the West we have never been able to build up savings

1.1
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for the reason that the public is investing its own funds; they are
constantly drawing the funds out in order to buy a bond or a mort-
gage or something of that kind.
The CHAIRMAN. Do you think then, that it is all right to subject

the life savings of a widow who might have invested them in a national
bank to the same risks and hazards that the other depositors have?
In other words, do you not think that there should be an additional
safeguard thrown around what are sacred trust funds, and not subject
!,hem to the hazard and risk that the commercial business is sub-
jected to?
Mr. ADAMS. I think that would be entirely proper, but I have

always taken the ground that when a widow or a child or an individual
Puts money into a bank, it is our duty to return it to them, and we owe
the same obligation to one as to another, although I would hate to see
an elderly person or a child lose his money. If a child once loses his
savings account he becomes afraid of banks.
The CHAIRMAN. Your remark reminds me of a letter that came to

/tie yesterday morning from a citizen in the State of Illinois who has
been unfortunate in having had deposits in three national banks which
have recently failed, and he raises the point that any depositor who
Puts his money in a national bank ought to have assurance from the
Government of the safe return of his money, that the term "national
bank" implies to the innocent, the ignorant depositor that the Govern-
Inent is back of it and that therefore we should, through an appropria-
tion, reimburse all of the depositors who have lost money through the
failure of national banks.
Mr. ADAMS. I do not believe that the Government should guarantee

the funds of national banks, but I do believe that the Government
Should use every effort to make those deposits safe.
The CHAIRMAN. Through the enactment of proper laws and seeing

to it that those laws are strictly adhered to, through supervision?
Mr. ADAMS. If the supervision is vigorous enough, I do not see how

a bank can fail. It is hardly possible that enough damage can be done
between examinations to permit a bank to fail.
yhe CHAIRMAN. Have you any suggestions to make to this com-

nuttee as to how that examination could be improved?
Mr. ADAMS. It may not be practicable, but I have always believed

that if they had an advisory board in a district, they would get onto
a great many things that the examiners do not learn, and I have
always thought that if the State banking department had a secret
ser.vice, or, rather, a service outside of the bank examiners just
going into a town and listening, that they would hear a great many
things which would be of interest to the department. The depart-
!Tient seems to be the last to learn of certain conditions which exist
in banks and which everybody else in the community knows, and if
Somebody followed up the examiners when they came to the town and
Checked up on what was going on, I think that many times they would
be. m a position to notify a bank that it has got to cease doing those
things, or close.
The CHAIRMAN. The suggestion has been made by some of the

People who are opposed to chains and groups and to the extension of
branch banking that, however, branch banking should be extended
state-wide in those States that now permit branch banking or else
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many of the national banks will leave the system. Mould you think
we could safely consider that proposition?
Mr. ADAMS. I do not get the question.
The CHAIRMAN. In other words, would you favor the extension of

branch banking in. those States where branch banking is permitted
by State banks, the extension of branch banking in such cases to be
only state-wide?
Mr. ADAMS. If you are going to have it in one system, I do not see

why you should not have both.
The CHAIRMAN. In certoie States, they now permit state-wide

branch banking, whereas the national banks in those States are now
prohibited from engaging in branch banking beyond certain limi-
tations, that limitation being thvt. they may not extend beyond the
confines of the city in which the parent bank is located.
Would you not think it advisable to extend branch banking in

those States that now permit, it to a state-wide basis?
Mr. ADAMS. I think that that. is the case in California now. I

think the Bank of Italy has bra nehes everywhere.
The CHAIRMAN. They have, hut, of course, we have limited them

now to the city in which the parent bank is located. They can no
longer.have state-wide branches, but the State banks can have, tint
they are denied membership in the Federal reserve system when they
do.
Mr. ADAMS. I do not see why the national banks should not have

the same privilege.  a.s State banks.
The CHAIRMAN. Toll would see no harm in extending that right?
Mr. ADAMS. It is going to make it harder for unit, banks, probably..

I think possibly in California the unit. banks have taken care of them-
selves. I have spent a great deal of time studying the situation out
there, and there are a good many unit banks that are taking care of
themselves.
The CHAIRMAN. Have you any more questions, Mr. Goodwin?
Mr. GOODWIN. Just one.
It has been suggested to this committee that to make national

banks more attractive to the depositors, the franchise tax now paid
by the Federal reserve banks to the Government. be used as a fund
to pay the depositors in closed banks. Have you ever given thought
to that subject?
Mr. ADAMS. I do not see any reason for guaranteeing bank deposits

in any form. I can not see any more reason for guaranteeing a
. deposit in a bank, as I suggested in one of our town meetings, than
that the people of that, town should guarantee all the accounts in that
town. We cured them of the idea that a good bank should take care
of bad banks. I believe that. if we have proper capitalization, proper
management, some restriction on speculation, and a thorough exam-
ination, that conditions will rectify themselves. These failures have
been most prevalent where speculation has been the strongest.
The CHAIRMAN. Would you favor the larger distribution of the

earnings of the Federal reserve banks to member banks?
Mr. ADAMS. I do not see any reason why that money should not

be returned to us. We are obliged to keep our deposits there without
getting adequate return, and, when the Federal reserve banks make .
those profits, I do not see why they should not be paid to the member
banks.
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The CHAIRMAN. You do not think that there is danger or the
Possibility that if that course is pursued it would put the Federal
reserve banks into competition with the member banks?
Mr. ADAMS. I do not know enough about the Federal reserve

sYstem to pass on that question; I have never come in contact with it.
The CHAIRMAN. It takes arbitrarily the investment of a little over

a billion dollars of the assets of the Federal reserve system now to
Pay its operating expenses and dividends, and if the banks were
depending on the Federal reserve banks for the distribution of large
earnings, the Federal reserve banks would have to take those reserves
and invest them in securities, buying commercial paper or securities
Which were legal and thus put them into competition with the
Member banks.
Mr. ADAMS. If the Federal reserve banks were distributing some

of those funds, they would have to operate more closely than they
now do with their expenses.
The CHAIRMAN. Of course, the Federal reserve management can

make money or not to suit themselves. Arbitrarily we will Ay that
about two billion dollars is sufficient reserve, but no one knows
Whether that is too much or too little, and, of course, if you invest
all of that reserve into the kind of securities that are authorized,
such as acceptances, bankers' bills and that class of paper, might it
not tend to tie up the liquid assets of the Federal reserve system?
Mr. ADAMS. I do not see why those funds could not be carried in

Government bonds.
The CHAIRMAN. Do you think Government bonds are liquid in an

emergency?
Mr. ADAMS. The most liquid things I have ever had in my bank.
The CHAIRMAN. When we passed the Federal reserve act, we were

led to believe that we had to get away from Government bonds as
security for circulating media. Of course, we have not done it, and
by the use of Government bonds in the Federal reserve system we
have continued to have outstanding from a billion and a half to two
billion of Federal reserve notes, and it would seem to me that perhaps
instead of following out what was intended under the Federal re-
serve act, we may have continued it and even enlarged upon it,
because we still have out $700,000,000 of national bank currency
Which has not been retired and we have an average of $1,750,000,000
of Federal reserve notes and we note from year to year a constantly
increasing amount of Government bonds held by the Federal reserve
System.
Now, back in 1920 to 1922, we discovered•that the buying and sell-

ing of Government bonds.by the Federal reserve system had a very
material effect on the price of money; it completely upset the money
market to purchase $480,000,000 of Government bonds by the Federal
reserve system, and it had something to do with the price levels.
Mr. ADAMS. I have never studied carefully the Federal reserve

System, and, as I say, I have only been in the building twice. I do
not know anything about it.
The CHAIRMAN. That is true practically of every officer of a na-

tional bank, is it not, that they know very little about Federal reserve
Operations, and notwithstanding the fact that you are, of course,
stockholders of the system, you do not have much to say about its
management?
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Mr. ADAMS. We do not come in contact with it. • The first time I
went there, I went to see whether or not we could rediscount some
farmers' paper in case we had to; I wanted to find out what the chances
would be, and the proposition was that if this farmer had grain in
his granary and ready for the market, they could loan on that.
I asked them if the farmer who had plowed his field, put in his seed,
and was almost ready to harvest was not entitled to have credit on
what he had done. At first they took the ground that he was not,
but later they assented to it. Although we did not borrow the money.
But they were right in their first contention, that it was not security,
because a hailstorm came along and spoiled that grain.
That is the only time I have talked to them about borrowing

money.
The CHAIRMAN. I think that is about all that I care to ask you,

Mr. Adams, unless there is something you can add to the very intelli-
gent statement which you have made.
Mr. ADAMS. There are one or two things that perhaps I should add.
It is ;hown in the record here that 71 per cent of the banks which

failed had a capital under $50,000. I was going to answer the point
made by Mr. Goldsborough when he talked about having a bank of
$12,000 capital by saying that it had $75,000 surplus. He was talking
about small capital, whereas they built up very large surpluses in those
banks in Maryland which he referred to.
The CHAIRMAN. And a surplus is the same as capital.
Mr. ADAMS. It is there to take care of a loss.
There is one other thing, and that is that for a long time in our State

these banks which failed kept declaring dividends when they were
not in shape to do that.
The CHAIRMAN. And that indicates lack of proper supervision.
Mr. ADAMS. Yes, and I was about to make the suggestion that a

bank, before it declares a dividend, ought to get a clearance either
from the comptroller or the superintendent of banks that it is proper
to pay that dividend; but they paid dividends on December 31 and
then go into the red for operating funds until the next fall when they
made collections and, of course, after paying dividends there was
nothing left on hand when grief came.
I think that is all.
The CHAIRMAN. I will say, Mr. Adams, that the committee are very

grateful for your presence here, and I am sure that you have added
very materially to the data before us in connection with this subject.
Mr. ADAMS. I am glad the committee feels I have done some good,

and I thank them for the courtesy and patience which they have
shown in allowing me to put it over in a sot of a country style.
The CHAIRMAN. The coinmittee will adjourn until to-morrow morn-

ing at 10.30, when we will hear Mr. Charles E. Mitchell, of the
National City Bank.
(Thereupon, at 3.40 p. m.

' 
an adjournment was taken until Wednes-

day morning, June 11, 1930, at 10.30 o'clock.)
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WEDNESDAY, JUNE 11, 1930

HOUSE OF REPRESENTATIVES,
COMMITTEE ON BANKING AND CURRENCY,

Washington, D. C.
The committee met at 10.30 o'clock a. m., in the committee room,

Capitol, Hon. Louis T. McFadden (chairman) presiding.
The CHAIRMAN. The committee will come to order. There is

present this morning, Mr. Charles E. Mitchell, head of The National
City Bank of New York, who will make a statement to the commit-
tee on the subject of branch, chain, and group banking, after which
I understand you will be willing to answer questions of the committee,
Mr. Mitchell?
Mr. MITCHELL. Certainly.

STATEMENT OF CHARLES E. MITCHELL, CHAIRMAN THE
NATIONAL CITY BANK OF NEW YORK

Mr. MITCHELL. You have invited a statement from me in regard
to the operations of The National City Bank of New York and its
affiliated companies, as well as the bank's or my own views on the
subject of branch, chain, and group banking.
Let me say at the outset that while The National City Bank of

New York is extensively engaged in branch banking, both at home
and abroad, under the provisions of existing laws, it has no interest,
direct or through affiliated companies, or in any other manner, in
any group or chain of banks.
Our form of corporate organization comprises three separate insti-

tutions—The National City Bank of New York, which is a national
banking association operating under the laws of the United States;
The National City Co., which is a business corporation organized
under the laws of the State of New York; and The City Bank Farm-
ers Trust Co., formerly the Farmers' Loan 8c Trust Co., which is a
trust company operating under its special charter and the banking
laws of New York State.
These three institutions operate independently of each other in

their respective fields, but all three are affiliated by the manner in
Which their stock is held, so that, in effect, one body of shareholders
owns them all. To be more explicit, all of the stock of The National
City Co. and all, except directors' shares of the stock of the City
Bank Farmers Trust Co., is held by trustees for the equal and pro-
portionate benefit of all holders of shares of stock in the bank. Each
Shareholder in the bank has a stock certificate which carries indorse-
ments evidencing his proportionate beneficial interests in the capital
stocks of The National City Co. and the City Bank Farmers Trust
Co., respectively, and he receives from time to time checks for his

1955
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proportionate part of the combined dividends paid by all three. The
5,500,000 shares of stock of the bank outstanding are 'held by more
than 65,000 shareholders.
The bank is now operating 42 branches in the city of New York.

At each of these a full banking service is rendered to the community
served. It is our policy to open additional branches in the city from
time to time, as the extension of our business or the growth of this or
that district seems to require. Urban conditions of life and business
seem to us to call for this continuous development of our branch
facilities throughout the city. We find them profitable and easy to
manage.
As permitted by the laws of the United States, the bank also

operates abroad, directly or indirectly, 98 branches in 23 countries.
These branches are established at natural centers or crossroads of
commerce throughout the world and, in the main, serve American
trade and commerce in the countries in which they are situated. In
the scope of their banking business they are careful to preserve the
amenities and avoid friction with the local banks, it being our policy
to consider ourselves as a guest in the foreign countries which we
enter.
The National City Co. is the investment banking affiliate engaged

in the analysis of corporate and Government finance, underwriting,
and the purchase and sale of investment securities. It conducts its
business through its head office in New York and 69 offices located in
the United States and abroad.
The City Bank Farmers Trust Co. is the fiduciary affiliate and is

engaged in the handling of trusts and the performance of trust func-
tions of all kinds. When its affiliation with The National City Bank
of New York was effected in 1929, its commercial banking business
was taken over by the bank, while, on the other hand, the bank turned
over and is continuing to turn over to it, so far as the necessary con-
sents of interested parties can be obtaineii, the trusts and trust busi-
ness in which The National City Bank had been previously named.

Prior to affiliation with The National City Bank of New York the
Farmers' Loan & Trust Co. had acquired jointly with the Central
Union Trust Co., now the Central Hanover Bank & Trust Co., the
ownership of the First National Bank of Palm Beach and the Central
Farmers Trust Co. of West Palm Beach, Fla., both of which are small
but sound and successful local institutions. The purpose was the de-
velopment and extension of trust business.
Our form of operating organization is generally as follows:
The chairman, according to the by-laws, is an operating official and

the chief executive officer of the bank and of each of its affiliates.
The National City Bank of New York, The National City Co., and
The City Bank Farmers Trust Co. each has its president. The
chairman and these presidents are permanent members of the. execu-
tive committee of the bank, on which committee members of the board
of directors of the bank rotate in office. While there are officers of
the bank that perform general duties, there are also vice presidents
whose responsibilities relate directly to a given territory, this applying
to the United States, to divisions of the greater City of New York,
and to the foreign fields. In branch operation the vice president in
charge of a given territory has under him certain officers with execu-
tive titles, and a group of managers, each handling a separate office.
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The control of foreign and domestic branches is generally similar.
In New York City, however, a single vice president is constantly in
touch with the managers of branches within his group, while abroad
a double control exists, one managerial group under a vice president
at head office cooperating with and interchanging personnel with the
managerial group operating under the vice president in the foreign
field.
Nowhere in our institution have we been as free in incurring expense

as in our inspection departments, which are administered by the
comptroller. Every department at head office is inspected two to four
times a year, and credit inspection world-wide is constant. Inspec-
tion of trusts is constant. All domestic branches are thoroughly in-
spected at least twice each year, and "spot surveys" and "security
Counts" are taken by surprise at shorter intervals. These inspections
are augmented by frequent visits by the executive forces attached to
the vice president in charge of specific groups. In addition to all this,
the Comptroller of the Currency makes an inspection of head office
and domestic branches twice a year and of foreign branches at irregu-
lar intervals, and the examiner of the New York Clearing House makes
his inspection at least once yearly.

Institutionally we take no firm position as favoring unit, branch,
group or chain banking. We can not, however, be blind to the fact
that while unit banking as a sole system has played a prominent part
in the development of our country, and still has its ardent adherents,
there is a very definite trend away from it, a trend that is fostered not
by individual authorities but by public interest. It is to be expected
that, as time goes on and the public has tested these varied types of
banking, the right kind of banking for this country will develop from
popular demand. The National City Bank of New York will adapt
itself to the developments.

It is our observation that while national feeling in the United States
is second to none existing anywhere else in the world, local civic and
neighborhood pride and desire for autonomy is prevalent throughout
the United States to an outstanding and exceptional degree. We feel
that this must be taken into consideration as the trend in banking
develops and that, while in the ultimate whatever system best serves
the public interest will doubtless be adopted, it is important that no
banking trend should be forced by precipitate legislation, either per-
missive or restrictive. The development should be more rapid in
any direction than is sanctioned by the gradual change of public .
feeling.

Frankly, it would seem clear that the small unit banks for out13 ing
and rural districts have as a system outrun their exclusive position of
popularity. Such banks must be operated cheaply but manifestly
can not be operated as cheaply and at the same time as safely as a
system of them which is supervised by experienced and capable
bankers. Age, experience, training, a wider view and contact with
larger affairs, are of value in supervision but of less importance in
the routine of a small bank. It always has been claimed for the
locally owned unit institution that it was more responsive to the
Wants of the community than a branch of a larger institution, with
headquarters elsewhere, would be. Doubtless, there is something in
the argument, but it works both ways. The most important of all
considerations in valuing the services of a bank to a community is
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that it shall care for the funds intrusted to its custodrin such manner
that they shall always be safe and ready for return to the depositors
on demand. There is such a thing as a banker being too responsive
to local applications and too much under the influence of local and
personal appeals.
The fact that a local banker is under greater pressure from local

borrowers than a branch manager, supervised by an outside authority,
may cause the interests of depositors to be imperiled for the accommo-
dation of borrowers; indeed, the record of failures proves this to be
frequently the case. Every period of boom times has had many
bank failures in its wake, because the local bankers were under the
same influences and affected by the same psychology as their customers.

Branch banking where permitted by law, and group banking in
part as a substitute where branch banking is not permitted, and a
combination of these developments sometimes working hand in hand,
is gradually but assuredly taking hold alongside of the old unit
system. The development has come about not by the establishment
of new banks to compete with the old nor by aggressive action from
large financial centers. It has been largely due to local conditions
where the opportunity existed for constructive reorganization. It
is well that this movement is gradual, as it is educational to a public
that is primarily interested in banking service. It is not a movement
to be feared. Banking is not a business which can be monopolized.
The idea that local money or capital will be drawn away from the
small towns to the large cities and that local needs will go uncared
for is unwarranted. It is not at all likely that money will be drawn
from a higher to a lower market, and since money is usually cheaper
in large centers than in the outlying districts, closer relations between
the two are more likely to result. There will be no monopoly. The
local fields will always be free and open for the establishment of
locally owned banking institutions, and if they are capably managed
and worthy of confidence they will be able to maintain themselves in
the competition for local business. They will always have the best
of the argument, certainly if the institution of outside ownership
does not afford satisfactory safety or accommodation to deserving
customers. That broad banking accommodation can be satisfac-
torily extended to outlying districts with comparatively small
operating costs and with expert supervision provided by an over-
head organization which covers numerous offices would seem to be
assured by experience.

It should be borne in mind, however, and the importance of it is
so vital as to justify repetition, that the normal banking development
which has occurred in a natural and orderly way in most other
countries has been discouraged and restricted in this country, and
this fact creates a danger of a hasty, competitive development and
one that will be publicly resented in case all restrictions are taken
off at once. It is undoubtedly best that we gain experience gradually,
with legislation keeping pace therewith.. No reasonable objection,
however, from the standpoint of public interest can be offered to the
extension of the branch banking privilege for State and national
banks alike beyond the present restricted areas. If such a develop-
ment gives to the public a safer and better banking service, the
demand for a further extension of power will come from a convinced
miblic and the development will be a normal and accepted one.
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How far immediate legislation should go in advantageously extend-
ing permissive powers for branch banking is a difficult problem.
The trade area suggestion appears to me at present too broad in its
Scope. The suggestion of extension to county or to State lines
Seems artificial. The expansion to Federal reserve districts extends
the territory to an unwarranted degree under existing circumstances
and furthermore is filled with impracticabilities owmg to the fact
that the districts themselves do not represent either trade areas or
aPheres of natural banking relationships. My one suggestion would
be that legislation should be such that under the carefully given
permits of the comptroller's office the limitations of branch banking
be extended to a somewhat larger field in the immediate vicinity of
our cities, allowing the experience of this extension to be the guide
in future legislation.
I feel that group banking is playing a most important role in what

'nay be a real trend from unit banking at the one pole to widely prac-
ticed branch banking at the other. Where well managed, the groups
Seem to be satisfying the needs of the public which they serve. That
they lack the flexibility, the effectiveness, and the economies of the
branch system is obvious. As a measure of prudence, I feel that the
holding companies should be under the inspection powers of the office
of the Comptroller of the Currency.
In every country of the world that has attained financial maturity

there is, so far as I know, a unified banking system operating under one
set of national laws. The situation must necessarily be very different
in the United States with our separate national and State jurisdic-
tions. But wherever possible, through uniform State laws and wise
development of Federal reserve legislation, the benefits of uniformity
in the laws governing banking should be secured to the people.
The CHAIRMAN. Mr. Mitchell, what is your official position with

The National City Bank?
Mr. MITCHELL. I am chairman of The National City Bank of

New York and its affiliates.
The CHAIRMAN. The other witnesses who have appeared before

the committee have furnished the committee either at the time of the
hearing or subsequently have placed in the record a statement of the
companies and affiliated companies. Will you furnish the committee
With that data from your published statement?
Mr. MITCHELL. I will give you our last published statements.
The CHAIRMAN. Without objection, they will be placed in the record

at this point.
(The statements referred to are printed in full as follows:)

The National City Bank of New York, including domestic and foreign offices—Con-
densed statement of condition as of March 27, 1930

ASSETS

Cash in vault and in Federal reserve bank_ _ $174, 667,
pue from banks, bankers, and United

509.29

States Treasurer  162, 872,862.71
$337,

1, 197,

540,

209,

372.

705.

00

73
leans, discounts, and acceptances of other
banks 



1960 BRANCH, CHAIN, AND GROUP BANKING

United States Government bonds and cer-
tificates  $160, 777, 500. 00

State and municipal bonds  22, 411, 790. 00
Stock in Federal reserve bank  6, 600, 000. 00
Other bonds and securities  57, 104, 102. 82

Ownership of:
International Banking Corporation (including Bank of

Haiti, Inc.)  8, 000, 000. 00
Bank buildings  37, 605, 378. 79
Items in transit with branches  11, 344, 334. 90
Customers' liability account of acceptances  150, 116, 686. 23
Other assets  7, 128, 743. 95

 -
Total    1, 995, 838, 614. 42

LIABILITIES

Capital  $110, 000, 000. 00
Surplus    110, 000, 000. 00
Undivided profits  22, 409, 425. 19

Reserves for:
Contingencies  6, 981, 752. 66
Accrued interest, discount and other
unearned income  7, 787, 670. 45

Taxes, dividends, and accrued ex-
penses, et cetera  9, 450, 410. 11

24, 219, 83a 22

Liability as acceptor, indorser, or maker on acceptances and
foreign bills  257,602,289.22

Circulation  99, 365. 00
Deposits     1, 471, 507, 701. 79

$246,893,392.82

242, 409, 425. 19

1, 995, 838, 614. 42

Figures of foreign offices which are included herein are as of March 25, 1930.
The capital stock of the City Bank Farmers Trust Company (capital $10,000,000,

surplus and undivided profits $13,014,630.44) and The National City Co. (capital

$55,000,000, surplus $55,000,000) are beneficially owned by the stock holders of
The National City Bank of New York. The figures of these companies are not

included in the above statement.

City Bank Farmers Trust Co.-Condensed statement of condition rz of March 27,
1930

ASSETS

Due from banks and bankers    $35, 269, 005. 61
Loans and other secured advances  1, 401, 515. 02
United States Government bonds  fi, 319, 000. 00
Other bonds, mortgages, and securities    12, 534, 066. 17
Other assets_ 3, 673, 363. 73

Total .  61, 196, 950. 53

LIABILITIES

Capital    10, 000, 000. 00
Surplus  10, 000, 000. 00
Undivided profits 
Deposits    36, 543, 658. 73
Reserved for dividends, interest, taxes, and expenses  

3, 014, 630, 44

1, 638, 661. 36

Total  61, 196, 950. 53

Mr. FENN. There is only one question I have to ask in regard a).
the excellent presentation which Mr. Mitchell has made. Just 10
passing I notice that you say that the Comptroller of the Currency
inspects your foreign branches. Bow can he do that?
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Mr. MITCHELL. It is not a regular inspection.
Mr. FENN. I wish that he could make them, but I wondered how

he could do it.
Mr. MITCHELL. He does. He sends a small group of men to one

country and then to another, very often while our larger groups of
inspectors are making their examinations, so that he saves the trav-
eling of a large body and get the same results. He follows our own
inspectors' reports very carefully; in other words—
Mr. FENN. He checks up on them?
Mr. MITCHELL. He checks up on those reports; yes. The inspec-

tion reports of our own inspectors are always given to his office and
are having very constant and very careful attention from him.
Mr. FENN. Of course, that is an extraterritorial duty, if I can so

term it, which he performs, and it is done under the authority of
his office?
Mr. MITCHELL. It is.
Mr. FENN. And by inspectors appointed by his staff?
Mr. MITCHELL. Yes.
Mr. FENN. So that the inspection of your foreign branches or

departments is identical with that within the borders of the country?
Mr. MITCHELL. I would hardly say identical.
Mr. FENN. Well, similar, perhaps I should say.
Mr. MITCHELL. It is similar but not identical.
Mr. FENN. That is all.
Mr. MITCHELL. Similar in that he sends his key men who work

Jointly with our own inspectors.
Mr. FENN. Are the results of those inspections ascertainable by the

Public, or do you publish them in your statements?
Mr. MITCHELL. No; the comptroller's reports are never given to the

Public.
Mr. FENN. I understand that, but I did not understand whether

You published them in your own reports or not.
Mr. MITCHELL. No; they are very voluminous. Our own inspec-

tors' reports are fully as voluminous as those of the comptroller.
Mr. FENN. Are they published in your reports to the stockholders?
Mr. MITCHELL. No, sir; they would constitute, in a year, a record

far greater than the record of this committee in its hearings. We
would have to have a very friendly public to spend the time necessary
to read a fraction of the reports.
Mr. GOLDS130ROUGH. Mr. Mitchell, you used the phrase, a few

minutes ago, "carefully granted permits by the comptroller."
Now, I have heard it said—and I use this illustration to make my

question clear—very often that a first-class judge, who is absolutely
Wise, absolutely impartial, and absolutely fearless would be preferable
to a jury in all cases. The answer to that is that "there ain't no such
animal.'
Now, then, the difficulty that any Comptroller of the Currency. is

under, it seems to me, is the difficulty of pressure which he, being
human, can not possibly avoid. Do you believe that any comptroller
IS in a position to control, actually control, the granting of permits?
Mr. MITCHELL. Experience would lead me to answer that in the

affirmative. Our experience with several comptrollers has been that
their studies with respect to applications for the opening of branches

100136-31—vol. 2 pr 15-4
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have been quite thorough. They have not been granted without
fair knowledge of the desirability to the public interests of such
branches being opened, and I think that those words used in my
statement fairly represent what I mean.
Mr. GOLDSBOROUGH. I am sure they represent what you mean,

and I think you are right. The practical question is whether or not
iany one individual s in a position to control great pressure. You

take a large institution, such as yours or the Chase National Bank, or
in my own State, the Baltimore Trust Co. or the Union Trust Co.
Now, they want to establish a branch. Their executive officers and
directors have political affiliations of one kind and another. Pressure
is brought upon probably the President and the Secretary of the
Treasury, and that gets around to the comptroller. Now, you can
not expect him, you know, to be absolutely impervious to a situation
of that kind.
Mr. MITCHELL. I think you are quite right in that. He has the

same difficulties that he has in the granting of the permits for the
opening of national banks.
MT. GOLDSBOROUGH. Yes.
Mr. MITCHELL. And of course, under pressure, under argument

which he perhaps can not refute, although he may feel is soundly
against the granting of such power, he has and he does grant permits
for the opening of new national banks. We have seen it in our own
territory and we have seen it throughout the country, especially
when there is excessive enthusiasm regarding the value of bank
stocks. Where there is a strong movement toward consolidation
and merger, there is always a flood of applications for new national
banks, formed in many cases for the sole purpose of getting a small
development and disposing of the bank to somebody else.
Those are problems which he now has and which I assume would

not be different from the problems that he would have in connection
with the issuance of permits for more widely extended branches.
Yet I do not know how the difficulties of the situation can be avoided.
I recognize them as being there, but they are inherent in the situa-
tion. They have existed, and I doubt if they will exist to any greater
degree under such a suggestion as I have made, than under the unit
system of banking.
Mr. GOLDSBOROUGH. Mr. Mitchell, we have had before the com-

mittee several classes of argument favoring an extension of branch
banking. One has been the number of failures of State and national
banks which have taken place in the last nine years. Another has
been that chain banks are bad things, that they ought not to be per-
mitted to exist, but that the only way to get rid of them is to make
it possible for these chain banks to be transformed into branch banks,
and even though the witness does not favor branch banks, he says it
is preferable to chain banking and, therefore, advocates branch bank-
ing to get rid of chains. The same thing obtains in the argument for
branch banking to get rid of groups. We have never heard an argu-
ment in favor of getting rid of chain and group banking by affirmative
action, nothing except that we could get rid of these greater evils bY
adopting branch banking.
Now, have you any opinion as to the justification for chain banks?
Mr. MITCHELL. The one argument against chain banks is that

under a lax or improper control there may be introduced a weakness,



1
a

BRANCH, CHAIN, AND GROUP BANKING 1963

With perhaps one bad situation in the chain, bringing a collapse like
a house of cards. I have always doubted whether chain banking
added anything to the strength of the general banking situation.
Mr. GOLDSBOROUGH. Mr. Mitchell, the comptroller's view is this:

Re thought that chain banking was an unmixed evil; that they ought
to be abolished; that in certain instances group banking was prefer-
able to unit banking, but branch banking was preferable to either one
of the three systems.
Now, have you any definite feeling about this group banking whichIS developing, particularly in the Northwest? What is your reaction

to that economic development?
Mr. MITCHELL. I think it well has its place; that it is unquestion-

ably in the public interest; and as to what the outcome of it is to be,
Where it is to lead us, I feel content to await developments.
Mr. GOLDSBOROUGH. You do not feel that it is necessary and proper

to take such action as can be taken to stop group and chain banking
where it is?
Mr. MITCHELL. No; I do not.

• Mr. GOLDBBOROUGH. Until we can find out just what they are go-
ing to develop into? You think it is all right to let nature take its
bourse, as I might say?
Mr. MITCHELL. That is my feeling.
Mr. GOLDSBOROUGH. I have this sort of reaction: If we are going

through an economic cycle, where mergers of all kinds are inevitable
as, far as I am concerned the sooner the cycle works itself out the
better and the less restraint placed upon it, in my judgment,. the
better, but if it is a casual thing; if, as a matter of fact, the spirit of
he American people is still in favor of local self-government in bank-

ing as well as in everything else, then it seems to me that Congress
should adopt a position of restraint, rather than to allow a condition
Winch is not really a condition of cycle to go on.
Now, have you any opinion as to whether this is a situation that

?as got to run its course; whether, as a matter of fact, the country
[Las permanently adopted, as a part of its psychology, great concen-
trations in business and, of course, in banking, as well as in every-
thing else?
Mr. MITCHELL. I think I can say that that is the trend.
Mr. GOLDSBOROUGH. You think it has permeated the spirit of the

people--of the public?
Mr. MITCHELL. I think it has probably created a demand for some

different type of banking than the sole system of unit banking.
Mr. GOLDSBOROUGH. I am from the eastern shore of Maryland,

Which is that part of Maryland east of the Chesapeake Bay.. Down
there we have almost entirely unit banking with the exception of a
State organization known as the Eastern Shore Trust Co. and a few
ainaller branch systems. There has been, in the last .40 years, one
,temporary suspension. No depositor has lost a cent in 40 years of
banking in the nine counties of the Eastern Shore.
, I think I have made the statement heretofore I know of several
banks with capital stocks as low as $12,000 that have been prosperous
amid have served their communities very well and have declared suffi-
cient dividends to keep everybody happy..
Does it not seem, as long as a community can be served.  by an or-

ganization of that kind and maintain its autonomy and its feeling of
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personal interest, and its bank officers can absorb, by attending va-
rious meetings of banking associations and by contact with its city
correspondents, up-to-date banking technique—does not that seem
to you to be a better situation than to have branch banks of, say, Bal-
timore or New York, dominating the credit situation, which in turn
would dominate the business situation and, in turn, the political
situation, and get virtual control by the great metropolitan centers of
the rural districts?
Mr. MITCHELL. I would say if your district is receiving service that

is entirely satisfactory to itself at the present time, that it would be
difficult to supplant it with anything else unless that which was pre-
sented gives to the public a finer service, greater safety, and greater
accommodation, and broader banking service than they are now re-
ceiving and, as I have suggested in my earlier remarks, your local
institutions will always have the best of it.
Mr. GOLDSBOROUGH. I was talking to one of our bank presidents

the other day, one of our leading bankers and a man of good sense,
and I said: "Look. Suppose some Baltimore bank was to come down
here and offer your stockholders one and a half of the market value
of your stock." I said, "What would you do?" He said, "We
would sell."
Now, suppose they sold to that bank and became the branch of

some bank in Baltimore or New York, as the case might be: It would
be in a position, as long as competition continued in that community,
to offer probably better service than the local banks could offer, but
when it eliminated competition, what would be the situation—after,
by its improved service, it had eliminated competition, would it con-
tinue to be interested primarily in the community or in using the
community as a feeder for the home bank?
Mr. MITCHELL. In the banking business, I doubt if there is anY

such thing as the elimination of competition for more than a moment
of time.
Mr. GOLDSBOROUGH. That is what several witnesses have said, but

it seems it has been done in England, in Canada, in Germany, in
France, in South Africa, and in Australia. The practical fact is that
competition has been eliminated in those countries—all great
countries.
Mr. MITCHELL. But bear in mind that any system of banking—aq

bank—can live only as it serves the public interests in a real awl
continuing way. If there were a failure to serve the public interests
by an existing system in any one of the countries which you named,
there certainly would be something to take its place.
Mr. GOLDSBOROUGH. But it would take a long while.
Mr. MITCHELL. Local pride, local insistence upon service, will

assert itself almost overnight to supplant anything as important 8'4
the banking service, where the banking service rendered is unsatis'
factory or bad.
Mr. GOLDSBOROUGH. Is not that true among a people who are used

to the unit system and used to local self-government? Would it nut
take a very, very long time among a people who had become habit'l;
ated to a centralized government and a centralized banking systenv
Does it not take them a long, long while to awaken to their own
interests? Is not that the case?
Mr. MITCHELL. Personally, my view would be to the contrary.
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Mr. HOOPER. I have just one question. On page 7, at the bottom
of the page, you say:
No reasonable objection, however, from the standpoint of public interest can

;3e offered to the extension of the branch banking privilege for State and national
Danks alike beyond the present restricted areas.

That raises the question discussed by some Of the gentlemen who
have testified, as to what your idea is—or have you one—as to the
trade area. Have you one that you care to express?
Mr. MITCHELL. YOU Will notice that I say at the outset that the

problem is a very difficult one. I think that the trade-area suggestion
Is undoubtedly too broad for the moment. I think that we must be
gradual in this development.
Mr. HOOPER. You would limit it to State lines, certainly?
Mr. MITCHELL. I do not think that that is altogether logical. I
not believe, in the ultimate, that that restriction will exist.

Let me amplify that. Take our situation in New York, where we-
kare extendinebranches through the Greater City of New York. We
'Jaye a large suburban area with 75 or 80 per cent of the people in
that area doing business constantly in New York and having their
Contracts in New York. Let us say that we extend branch banking
farther down Long Island, to go beyond the city limits and to take
in such places as Glen Cove, Oyster Bay, and possibly running down

Patchogue. That serves those people who have interests in New
ork City.

, Now, suppose we go down through Westchester. We are permitted,
let us say, to go to 'Rye and Port Chester. There are certainly just
14,8 many people living just over the line in Greenwich, Conn., who
"aye their interests in New York, as there are in Port Chester—
Perhaps more.
. Why, if the public interest is truly served by this expansion, should
t.t, be stopped at a State line and the people whose interests are identical
Jost over that line, fail to get that service?
Mr. HOOPER. I am not maintaining that that should be the case,I. 
would not there be complications arise merely from the different

Jurisdictions, even under the national banking laws, or would there
lurline to be complications by reason of State lines, in your opinion?
\ Ir. MITCHELL. If the extension of the privilege were made under

lho national act, I do not see just why there need be complications.
Mr. HOOPER. That is all, Mr. Chairman.

,‘ Mr. GOODWIN. Does the National City Bank of New York now
Pyrate branches outside of the metropolitan area of the city of New

Mr. MITCHELL. We operate in the boroughs of Manhattan, Bronx,
'irooklyn, and Queens.

Mr. GoonwiN. And they come within the provisions of the
‘1(Tadden Act?
Mr. MITCHELL. Yes; that is, the Greater City of New York.

k Mr. Goonwix. Are they both National and State banks—these
"Nnches?
Mr. MITCHELL. They are branches of our national bank.
Mr. SEIBERLING. Do you think it would be possibly better to have

('Ile system of banking rather than two—Federal and State?
Mr. MITCHELL. Until we know a lot more about the situation

'hail we know now, I should say most decidedly we ought to have two.
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Any one of our 48 States may make mistakes in their banking laws,
permissive or restrictive, and any State bank has the power to retire
and to enter into the national system, and vice versa. We have,
through this double system, at the moment a counteractant against
any unwise legislation and, during this formative period certainly
there is, and possibly for all time there will be, a distinct advantage
in the dual system.
Mr. SEIBERLING. Of course

' 
you can not get the uniformity of re-

striction that you recommend and the uniformity of laws governing
banking with the dual system, where you have no control of State
banks.
Mr. MITCHELL. In connection with group banking?
Mr. SEIBERLING. You recommend, near the end of your state-

ment here, a uniformity of banking restrictions.
Mr. MITCHELL. Uniformity of banking laws. I have in mind

there, particularly, laws relating to negotiable instruments, usury
rates, and matters affecting bank operations. There should be very
definitely an urge upon all men to get uniformity in laws of that kind.
Mr. SEIBERLING. As I understand it, your theory is that if you had

branch banking and you could get more for your money in the rural
districts or in the branches than you could get in your main bank,
you naturally would lend your money where you could get good
security and get the highest rates and therefore the community
would not suffer by reason of having branches?
Mr. MITCHELL. Generally speaking, that is my argument; yes.
Mr. SEIBERLING. You think branch banking should be extended?
Mr. MITCHELL. I think it would be wise to extend branch banking

beyond its present limits, in order that we might gain some more
experience.
Mr. SEIBERLING. Now, since Maryland does not want branch

banking 
Mr. GOLDSBOROUGH. Maryland has state-wide branch banking

now.
Mr. SEIBERLING. But I understand you are not for an extension

of it?
Mr. GOLDSBOROUGH. I am not, but the State, as far as the State

banking laws are concerned, has state-wide branch banking.
Mr. SEIBERLING. Then I will amend my question. As long es

some States do not want an extension of branch banking, because
their banking experience has been nearly 100 per cent, and other
sections of the country need it very badly, I take it that is the reason
why you have suggested that the matter of extension of branch banks
should be left largely in the hands of the comptroller?
Mr. MITCHELL. No;  I have not had that particularly in mind.

feel that with respect to branch banking, it is worthy of being tried
out by some further extension than we are permitted at the moment,
allowing the public interest to determine, as time goes on, whether
further extensions are desirable.
Mr. SEIBERLING. Well, to get back to the other point, since it is

difficult to determine the area in which branch banking should be
permitted, if the comptroller had authority to permit branch banking,
it would naturally follow he would permit it only in areas where it
was desired and would not permit it in areas where it was not wanted,
and that would meet the public demand, would it not?

ti

iii

St
131



e,
it
ly
;03

a-

ng
) re

b

ag

oe

Lte

fig

LISe

her

110

ied
Dtr

her

t
be
ng,
It

,ech

BRANCH, CHAIN, AND GROUP BANKING 1967

Mr. MITCHELL. I doubt if the powers of the comptroller would be
,cluite as broad as that. I think that the areas must be stated in some
legislation.
Mr. SEIBERLING. Now, that is what I am getting at. Your idea,

then, is that the area should be stated in some manner; that the
comptroller should be given authority within those areas to permit
branch banking?
Mr. MITCHELL. Quite so.
Mr. SEIBERLING. You think branch banking should always be

Permitted to the same extent that States permit it?
Mr. MITCHELL. Yes; I feel that very strongly.
Mr. SEIBERLING. I think that is all.
Mr. DUNBAR. Mr. Mitchell, you•start out by saying "You have

Invited a statement from me in regard to the operations of the
National City Bank of New York and its affiliated companies,"
Which justifies this question: You are the man who, 6 or 8 or 10
weeks before the panic in Wall Street last October loaned $25,000,000
over night, in order to furnish means to prevent a panic on the stock
market? Are you the man?
Mr. MITCHELL. I am the man there has been so much talk about

in respect to—
Mr. DUNBAR. That is all right. You are the man who loaned the

money?
Mr. MITCHELL. The National City Bank of New York did so.
Mr. Dumma. Now, I have always been very much interested in

reading your monthly statements. Following your lending that
$25,000,000 you had an editorial in your monthly newspaper or weekly
newspaper in which you gave advice to the public which I thought
was wonderful and wise and good. That advice was this, that if
frenzied speculation was discontinued by the public, and if those who
Were speculating would gradually reduce the amount of their loans,
We could expect an era of prosperity which had never been exceeded
in the United States, and then your newspaper went on to say that if
this speculative frenzy which had taken possession of the whole people
,ef the land had not occurred, there was nothing that we could expectput permanent prosperity and that the results which would follow
its continuance would be attended by evil consequences.
Mr. MITCHELL. Yes, I remember that statement in general. I

think I wrote it largely myself.
Mr. Durisita. That is just what occurred in Wall Street?
Mr. MITCHELL. Yes, sir.

, M. DUNBAR. If your advice was followed that trouble would not
nave occurred. The Federal Reserve Bank was blamed for not lending
'honey to help keep up the speculation, and when you loaned the
$25,000,000 you were advertised almost as the savior of the United
tates and yet, at the same time, you knew the course being pursued

1 7 the speculators would bring about ruin unless it was stopped.
"o‘v, that is the situation.
Mr. MITCHELL. You ask me for an explanation of that?
Mr. DUNBAR. No, I do not care for an explanation, because your

natement is complete. However, I would be glad if you would give
an explanation of it.
Mr. MITCHELL. I feel that no banking system, however it may be

established, is a right and proper system that fails to provide money

44
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to a legitimte borrower under any and all conditions at a rate of
some sort. We never can close the door to a legitimate borrower.
In my own opinion, when we discuss credit, we must view it solely

as one global thing. If there has been speculation in wheat, let us
say, shall any banking authority say that banks can not loan to the
dealer in wheat or to the wheat farmer; that there is over production
and the banks must stop lending? That is attempting to control the
direction of the flow of credit. It may be that bankers will make UP
their minds that there is danger in such a situation and the rate will
indicate it, but if that wheat farmer or dealer in wheat has a legitimate
demand for money, it must be satisfied by banking authorities.
Mr. DUNBAR. Now, then, I just want to commend you 
Mr. GOLDSBOROUGH. He has not finished his statement.
\ I r. DurynAn. Then, proceed and finish your statement.
NI r. MITCHELL. I would say that the same thing applies to the

demand for money on collateral. loans. If an industrial concern
borrows for its needs, that is industrial borrowing of a legitimate
character. If an industrial company issues securities and gets money
to satisfy those needs, then, on some basis or another, there is. a
justifiable ground for a loan on the securities issued by that industrial
company. The borrower who brings those securities in and asks a
a loan is a legitimate borrower, just as legitimate as though the
industrial company itself came in and asked for a loan, and I can not
conceive of greater economic wrong than for a banking system to
refuse credit on such collateral on some terms.
The two questions, sir, that you raise strike me as not being

altogether related. That is why I make this explanation. Specula-
tion that demands a use of credit which makes the total volume of
credit outstanding unjustifiably large, is to be deplored, but the
lending of money on collaterals is quite a different question and there
should be a banking power to do it.
Mr. DUNBAR. I think the two questions I asked you are related,

but ever since I heard of your lending that $25,000,000 and ever
since I read your article I thought that you had more wisdom in
your brain in lending that money and then giving that note of wart?:
mg, than I have read from any source, and I have thought that if
all the bankers of our land had viewed the situation as youd did,
first coming to the relief of the situation and then giving a note of
warning, perhaps the panic in October might have been avoided.
Mr. GOLDSBOROUGH. You and Mr. Mitchell will agree on that,

undoubtedly.
Mr. DUNBAR. What I want to bring up is this: We read yesterdaY

of a bank in Cincinnati failing—an average bank, I suppose—hot
the losses through one individual are a million dollars, upon which
I think he had borrowed money and had about $100,000 of his oval
securities. He had been kiting checks. He lost over a million dollars
last October and since then, in Wall Street, due to speculation
entirely.
We agree so far?
MT. MITCHELL. Quite so.
Mr. DUNBAR. I want to commend you, sir, because you have

given a piece of advice at a time when everybody should have taken
it, and if they had taken it we would have been all right. Do you
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not believe that the hard times of to-day are caused primarily by the
Panic we had in Wall Street?
MT. MITCHELL. No.
Mr. Duisfaita. You do not believe that had anything to do with

it?
Mr. MITCHELL. Yes.

, Mr. DUNBAR. How much did it have to do with it? I am not a
lawyer, now, you understand?
Mr. MITCHELL. You are opening up a very broad question, but to

answer it very, very briefly, I would say that the present difficulty
that the country finds itself in resulted from a very broad overpro-
duction that started with the war and has been going on apace since
then. I think that the culmination of the speculative movement
last fall accentuated 11 depression in business that was approaching
anyway.

NIr. DuNeAti. But in that article you wrote you said that if the
frenzied speculation should be curbed, we could expect a continua-
tion of reasonably good times never excelled in the United States.

NIr. NlyrenELL. And I believe that to-day, sir.
Mr. DuNahR. Well, then--
Mr. MITCHELL. I believe that we are bound to hesitate, in our

Prosperity in the United States, with comparatively brief breathing
Nulls, but at times our bad habits and overproduction and over-
salesmanship, all resulting in a great overenthusiasm—those were
had habits for the country 
Mr. DuNnAn. That is true.
"1r. M ITCHELL. Those were bad habits and temporarily—for how

long a period I would not say—we are bound to have a let down in
Which those bad habits are going to be corrected:
I think one of our bad habits, as I have indicated just now, was an

overenthusiasm. That overenthusiasm showed itself and demon-
litrated itself in the markets. That was the situation that was cor-
rected in part by the collapse of the markets last fall, and we are now
going through a period of more complete correction—a correction of
that bad habit along with some others. How long it will take I do not
know. My feeling, however, is that the fundamentals of this country
and the character of the people make a state of prosperity the natural
State for our country, and we are now on our way toward conditions
that will be favorable to business and to business men.
. Mr. DUNBAR. You believe that there is any prospect of slight or
Onmediate revival of business now? What are the signs of the time?
Mr. MITCHELL. Mr. Chairman, has this definitely to do with

branch, chain, and group banking?
Mr. DUNBAR. Pardon me, but you stated, "You have invited a
!statement from me in regard to the operations of the National City
35ank of New York and its affiliated companies." What I am asking
You is in reference to the operation of your bank. However, I will
Withdraw the question.
, Now, you said that you did not believe that the losses in Wall Street
Last October were responsible for the present hard times only so far
tiS our bad habits had caused a great many people to lose money and
that overproduction was a cause. Do you not think that the great
tremendous losses experienced in Wall Street last October did have a
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whole lot to do with the bad times—perhaps precipitated the hard
times?
Mr. MITCHELL. Yes—the same effect as overenthusiasm in agri-

cultural land values during the period, let us say, from 1900 to 1920
had upon the rural districts and the condition of their banks.
Mr. DUNBAR. That is a satisfactory answer.
Mr. MITCHELL. From 1900 to 1910, generally speaking, land values

in the rural districts doubled, and doubled again from 1910 to 1920.
That was an excess of enthusiasm that brought in its trail a great deal
of misery and, by and large, perhaps, more bank failures in the countrY
than any other single cause.
So I say the excesses and overenthusiasm in the stock market are

a directly parallel case.
Mr. DUNBAR. Now, I just want to ask one or two other questions.

In speaking of banks in foreign countries, you say they have attained
a degree of excellence or unanimity as to what should be the factors
in the operation of those banks. I think somewhere, although I cal
not find it now, you mention that they are superior to those in our
own country. Did you?
Mr. MITCHELL. I did not. I think you are referring to what I said

in the last part of my statement. I said in every country of the
world that has attained financial maturity. 
Mr. DUNBAR. What page is that on?
Mr. MITCHELL. On page 8. "In every country of the world that,

has attained financial maturity, there is, so far as I know, a unified
banking system operating under one set of national laws."
Mr. DUNBAR. How many large banks in Europe have failed in

comparison with large banks in the United States? I do not mean 8
bank of less than $250,000 capital stock. How many banks have
failed in Europe as compared with failures in the United States?
Mr. BEEDY. Within what time?
Mr. DUNBAR. During the last 10 years. Are there any more fail-

ures in the United States among large banking institutions, propor-
tionately, than there are in Europe?
Mr. MITCHELL. Among large banking institutions?
Mr. DUNBAR. Yes.
Mr. MITCHELL. No. In the United States we have not had manY

failures among what can be called large banking institutions, over
many decades.
Mr. DUNBAR. Then the unified banking system in Europe does not

make for safety, eliminating the smell banks, any more than we have
safety in the United States?
Mr. MITCHELL. I am not attempting to make a point in that sor

tence of my statement; I am merely stating a fact: Perhaps condi-
tions in our country are very different than they are in any other couii-
try in the world. Remember that Germany is the size of Texas 10
area. Now, I think it would not be wise for us to leap to the con'
elusion that because a certain banking system is satisfactory and suc-
cessful in Germany, it is adaptable to the needs of the United States,
with our breadth and scope of interests. This is a problem. I air
not arguing that we should have this unified system. I cite it as 1;
fact that in every other country of financial maturity there is a unifiea
system, a fact which will perhaps lead us, in our gropings, to the ques'
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ton whether some day we will not reach the same goal—a unified
sYstein.
That is one of the problems that I think you gentlemen, who are

making such a fine study at the moment, should definitely have be-
fore you, and it is the only reason I mention it.
Mr. DUNBAR. The great difficulty in that is that each State can

have a banking system different from the United States which, a while
ago, you did not deplore or did not believe detrimental.
Mr. MITCHELL. Certainly during the time when we are working up

to a possible answer, I consider it advantageous that we have this dual
sYstem. I do not say that in the end that is what we should have or
will have, but during this period when we are finding out something—
and it will take us a great many years to find it out—I think it is well
We have this dual system.
Mr, DUNBAR. I want to say that you are a man who impresses

Me as a man in search of light and knowledge and to that extent I am
'very much gratified at your statement. I have only one other ques-
tion. You say that, for the present, branch banking should be ex-
tended to a somewhat larger field in the immediate vicinity of our
cities.
Now, you answered that in an inquiry propounded to you by Mr.

Hooper, that New York City—Greater New York—and its environs
lInd suburbs, and some of them go right over to Connecticut—you
8e.„ e no reason why you should not be permitted to extend over there.
nut, that is the limit of your demand for extension of branch banking
at this time because you say you would allow the experience gained in
this extension to be the guide in future legislation. So you believe, in
any proposed extension of branch banking, we should go very slowly
and deliverately and find out what a limited extension might suggest
tor the future?
Mr. MITCHELL. That is my view.
Mr. DUNBAR. That 114 your view?
Mr. MITCHELL. Yes, sir.
, Mr, DuNBA.a. Now, you have 42 branch banks in the city of New
I ork, within the corporate limits?
Mr. MITCHELL. That is right.
Mr. DUNBAR. And other national banks are permitted to have the

aame thing?
MT. MITCHELL. Yes.
Mr. DUNBAR. That is all, except I want to observe this, that I was

always very much impressed by what you did to relieve the money
situation in New York and by the advice you gave us afterwards, and
Which, if followed, I believe, to-day we would be enjoying reasonable
prosperity, and I attach more importance to the losses sustained by
mbling in Wall Street last October as being the cause of our present

uistress, than you do. That is all.
Mr. BEEDY. Mr. Chairman, I am sorry to say that I missed the

statement of Mr. Mitchell, but I have been scanning it since I came
ill, and I would like to ask one or two questions.
I notice you say that the National City Co. is the investment

uanking affiliate and the City Bank Farmers Trust Co. is your fiduci-
t3r affiliate, and then you go on to show how the organization is

4lhked up, the set-up of the management.
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Do you think it is sound. banking policy for one organizatios to have
on the one hand trust funds and on the other securities which it
interested inputting on the market?
Mr. MITCHELL. Let me answer that by two arguments.
I think it is unfortunate for one demanding the solution of a bank-

ing problem if he has to bring his problem to either an investment
banker, a trust banker, or a commercial banker alone.

I mean this, that if a corporation brings a problem in corporate
finance to a purely commercial banker, it is likely that it will It('
solved through a commercial banking transaction while it may he
that that problem should more properly be solved through investment
banking action. In the public interest, therefore, I think it is well to
have a linking of the various types of banking under one genertil
management., and that they should be more or less separated and, in
certain respects, definitely separated.
To go on with the second argument in answer to your question.

should say that we make it a rule in our trust company that the:‘
shall not buy from our investment affiliate, the National City Co -
except where in some specific trust it is set forth as the desire of the
maker of that trust that they may buy from the National City Co.
In other words, we hold the two absolutely separate, the N:itiotol
City Co. and the City Bank Farmers Trust Co.---
Mr. BEEDY. Why do you hold them separate, distinctly separate

?

You emphasized that.
Mr. MITCHELL. Yes, we hold them distinctly separate because v;,_e

believe that there are different types of minds in banking whio
should be segregated and specialized. So, for the general safetY;
unless some customer making a trust specifically grants the power 01
direct dealing, we eliminate it. When we set up the City 13ani'
Farmers Trust Co. as the oganization of our institution having t;')
do with trusts, we did it believing firmly that trusts should be ad-

ministered by trust-minded men. The trust-minded man, in nlY,
experience, is very different from the investment-banking-mindeo
man, and the investment,banking-minded man is usually verY
differently minded than the commercial-banking-minded man.
We set it up as a general rule that these compartments in which

these various types shall be operated without direct contact one
with the other. However, I may add that if you were making
trust with the City Bank Farmers Trust Co., I think I might ea"
vince you of specific advantages in putting in that trust agreement
provision that so far as the purchase of securities is concerned, the
City Bank Farmers Trust Co. should be permitted to deal with the
National City Co., the investment affiliate. I think I could she,:
anyone that argument to a point where he would likely say that It
was to his advantage to put it in. Unless there be specific consent,
the public and ourselves are safer in working under the gemeral
of having no direct contact so far as purchases and sales are concerno'
Mr. BEEDY. It would be your policy, would it not, when a to°

conies into your bank to make a trust, to have him see that by
terms you should be authorized to buy of your investment affiliate'
Mr. MITCHELL. We give him the argument; we show him die

advantages, and if he chooses to make that provision, it is made.
Mr. BEEDY. He is free to make his choice, of course 
Mr. MITCHELL. He is free to make his choice.
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BEEDY. But, believing as you do in your own company, it
Would be your duty to show him the advantages of authorizing pur-
chase from your investment affiliate?
Mr. MITCHELL. Quite SO.
Mr. BEEDY. I do not question but what this is an age of specializa-

hon. and the trained trust man should run the trust business and the
trained commercial banker should run the commercial bank.
My question is, does the holder of stock in the National City Bank

I's 1.1 lei on te in the profits of the three organizations put together?
r. NI ITCHELL. The stockholder?
BEEDY. Yes.

\Ir. MITCHELL. Oh, yes; he participates in it all.
Ni BEEDY. It is undoubtedly wise to have these separated, and

11 c trained trust man in his proper department, but is it wise to link
these two kinds of banking businesses together? We are all more or
tees human, and even if ft man is trained as a trust banker, where he
acts for a company that has an affiliate and where he owns stock in
both companies and it is to his advantage to make a profit out of his
e'vvii stock rather than the stock of somebody else, there is that human
teMptation perhaps to deal in securities through his own organization
and not by purchasing it outside. There is a danger there.
\ Ir. MITCHELL. It seems to me that if your argument were carried

much further the fallacy of it would be apparent. In our busi-
l'ess we endeavor to make very broad contacts. We do a very large
i"lkiness in what is the equivalent of the savings-bank business, or simi-
tar to it; again, we make a big business of small loans, unsecured loans,
of $250 and $300 on the average to a vast number of people. Those
Lare specialized businesses in themselves but are all a part of the banking
Desiness. If you segregate these and if you say that the letter-of-
(Toclit business, for instance, should be a separate phase of banking,
and if you say that the foreign-banking business is a type of business
f,xtraneotis from the domestic business and all of these units should
be set up separately and that we should not be working as I think
14re are in a very definite way toward the department-store type in
our large financial units, then the argument that I could give with
re8Peet to the particular question of the trust business and the invest-
alent-banking business as to segregation would fall down, but I
argue for a complete banking service to be rendered to a public that
seea ks a comprehensive banking service from the institution to which
le('y come.
Mr. BEEDY. Of course, there is a reductio ad absurdum to every

11:rguinent. I should not attempt to go to the extreme to which you
leee gone in advocating the separation of the banking business of a
l'anking institution for the purposes of your argument, but I did want

bring out the point that I think the linking of these two branches of
'ate banking business places a very great necessity for wise management
4P011 the management of the combined institution. 
Mr. MITCHELL. You are quite right in that deduction. Of course,
direct our trust company with a separate board of directors.

"e insist upon it being operated by so-called. trust-minded men and,
as far as we can do so, we do segregate its activities..
Mr. BEEDY. May I ask another question, Mr. Chairman?
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I notice in the morning papers, or yesterday's papers, that the third
of the reparations loans which were to be floated in this country is
now being offered to the extent of about $113,000,000.
Is your bank participating in the marketing of any of that loan?
Mr. MITCHELL. You evidently have later information than I.
Mr. BEEDY. I noticed it in this morning's paper.
Mr. MITCHELL. It may well be. Up to the time I left the office

yesterday, I understood 
Mr. BEEDY. I think that came out in this morning's paper.
Mr. MITCHELL. Yes, we are participating in the distribution of the

loan.
Mr. BEEDY. Since the war, the latest figures that I have been able

to get hold of is that this country has floated both in foreign govern-
ment loans and foreign corporation loans about $18,000,000,000, en
that, added to the 12,000,000,000 of indebtedness owed it by foreign
governments as the direct result of the war, it makes about 30,000,-
000,000 owed us by Europe and South America to-day.
Did you view it as a wise policy that this Government should not

have gone into the League of Nations because of the danger of foreign
entanglements—and, if that seems a bit irrelevant 
Mr. MITCHELL. I think it is pretty far afield.
The CHAIRMAN. I might ask what bearing that has on this ques-

tion of branch, group, and chain banking?
Mr. BEEDY. It does not have any bearing, and he does not have

to answer it unless he wants to.
Do you look upon these foreign loans as safe investments for

trust estates?
Mr. MITCHELL. I do not think you can generalize on foreign loans

any more than you can generalize on railroad bonds or corporate
bonds of any kind.
Mr. BEEDY. Let us take the reparations loan. Does your trust

affiliate handle any of these reparations loans? Do you underwrite
them for sale purposes?
Mr. MITCHELL. Our trust affiliate does not do any underwriting-

Our trust affiliate buys only for investment in its trusts.
Mr. BEEDY. Then this statement of yours is a little misleading, al.id

I can see how it may be made to conform to the facts. Let me read it

The National City Co. is the investment banking affiliate engaged in the
analysis of corporate and Government finance, underwriting, and the purchee
and sale of investment securities.

• Mr. MITCHELL. Yes; but I understood you question to refer to the
trust affiliate. Did I misunderstand you?
Mr. BEEDY. My question did refer to the trust affiliate.
Mr. MITCHELL. But if you will go on, you will see that I differen-

tiate. The trust affiliate has to do with the fiduciary business only.
Mr. BEEDY. That is interesting and informative; that is, the

National City Co. has two functions—it underwrites certain securities
from time to time?
Mr. MITCHELL. Yes.
Mr. BEEDY. But it never underwrites any securities which it lat.er

might sell to the City Bank Farmers Trust Co. in conjunction with its
trust business?
Mr. MITCHELL. Quite so.
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Mr. BEEDY. Never?
Mr.. MITCHELL. No, sir. The National City Co. does not sell

anything to the City Bank Farmers' Trust Co. except where under
Borne specific trust the maker of the trust has provided that the City
?ink Farmers' Trust Co., the trustee, may purchase directly from the
National City Co.
, Mr. BEEDY. Exactly. So that, it being your policy to set forth
tr?e advantages of such a purpose whenever a trust is made with your
City Bank Farmers Trust Co., if perchance any of the people who
come in there to make a trust see those advantages as you think they
should if they are wise, then that company does buy securities which
the National City Co. underwrites and makes them a part of the trust
estates?
Mr. MITCHELL. Where that consent is given in specific eases,

Yes; but in the general trust business, no.
Mr. BEEDY. Now, here is a reparations loan on the market. The

National City Co., engaged in the investment banking business,
1113as already analyzed those loans and decided whether it will sell those
ends, and if the City Bank Farmers Trust Co. has some trusts which
authorized the purchase of securities from the National City Co.,
3(our trust-minded men, if they are so minded, may buy reparations
ean bonds and put them into those trust estates.
Mr. MITCHELL. Yes.
Mr. BEEDY. I would like to ask you if you think it is wise to set

11I) in one organization an institution with authority in the manage-
ihent of trust estates to purchase of another separate department in
the same organization a foreign issue of bonds, such as the repara-
tlens loan bonds will be?
Mr. MITCHELL. As 1 see it, you are getting down to this specific

Iluestion: Will a group of trust-minded executives and members of
i rle executive committee or board of directors determine that the
erman reparation bonds are fit for trusts?
Mr. BEEDY. Yes.
Mr. MITCHELL. That is a problem that has not anything to do with .
investment banking policy or operation of the investment affiliate.

that is a question for the trust-minded man to determine. Now, let
US assume that he did determine that those bonds were a right and
134)per investment for certain trusts, and the National City Co. had
r interest in that issue at all. Then the trust company would go out
‘rld buy those bonds where it could. I do not get the strength of the
t,rgument that it is wrong if in that particular instance the City Bank
n!triners Trust Co. buys its securities directly through the National
"LY Co.
Mr. BEEDY. Let us assume that the National City Co. does not
,tt.ve any interest in the reparations loan, and you put your trust-
W
n
nded man on the problem whether those bonds are. a.proper buy.

ten let us assume again that the National City Co. is interested in
1;4e sale of a certain number of those bonds. Do you think it would
rh4ve any tendency to affect the judgment of your own trust-minded

as to whether or not those bonds were a good purchase for the
1̀1st estate?
Mr. MITCHELL. Absolutely not.

1 1‘11'. BEEDY. That is, your organization is so perfect that the human
'etlient does not enter into it at all?
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Mr. MITCHELL. It does not with respect to matters of that sort.
My experience over a long period of years makes me answer that in
a very positive way.
Mr. BEEDY. You know that there is some discussion as to the

advisability of setting up under one organization the trust affiliate
and the commercial bank.
Mr. MITCHELL. I know that; yes.
Mr. BEEDY. But you do not see any danger in it if the management

is proper, and these departments are kept separate and run separatelY
in so far as it is possible to do so?
Mr. MITCHELL. Absolutely not.
Mr. BEEDY. That is all.
The CHAIRMAN. Judge Brand.
Mr. BRAND. Are you willing when you go home or while you are

still in the city to send in for the record a clear definition of chain
banking, branch banking, and group banking?
Mr. MITCHELL. It would seem to me that your committee has been

a greater contributor to those definitions than I could possibly be.
I take my own definitions from what I got out of the reports of your
hearings, and I have no other views.
Mr. BRAND. Have you been able to find that any two witnesses

have given the same opinion about it?
Mr. MITCHELL. I have gathered the definitions from my reading5

of the reports of these hearings, and while I may be wrong, if you wish
me to give you the definitions as I understand them 
Mr. BRAND. Yes; I would like to have you define chain banking,

branch banking, and group banking at this time, and also state the
distinct differences between the three systems of banking.
Mr. MITCHELL. Branch banking I understand to be where a parent

bank establishes offices, assuming full and complete responsibility for
the acts of those offices and pledging for the fulfillment of any °blip'
tions made by those offices the full resources of the parent companY.
Chain banking I understand to be where two or more banks all;

. owned completely or as to the majority of their stock by an individutn
who has a general supervision of the banks so owned.
Group banking differs from chain banking in that there is a holding

company supplanting the individual, which holding company mak&
it its business to develop for the benefit of the group, experts on one,
or another phase of the banking business and to give inspection On
control to the banks in its group.
Now, those definitions as to chain and group banking I have drawn

very largely from what I have read of the hearings before your cony
mittee, and maybe I have misunderstood them.
Mr. BRAND. As I understood you, and I will ask you if it is not

fact, in both branch banking and group banking systems, the parent
bank controls the directorate of the unit banks belonging to the tw°
different systems?
Mr. MITCHELL,. They must control the election of the directors.
Mr. BRAND. That is what I mean, that in both systems they ha'

a right to say who shall be the directors.
Mr. MITCHELL. As a majority of the stockholders, yes.
Mr. BRAND. Is that true of chain banking?
Mr. MITCHELL. It seems to me is must be equally true of ohs°

banking.
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Mr. BRAND. I suppose so.
Now, one other question. What protection is given to the deposi-

tors in the case of the insolvency or failure of a bank in a group system
and a branch system?
Mr. MITCHELL. As I pointed out, in the branch system the entire

resources of the parent are pledged to fulfill the obligations of the
branch in every case.
Mr. BRAND. In other words, the parent bank is made liable to

'give full satisfaction to all creditors of that particular bank?
Mr. MITCHELL. They must.
Mr. BRAND. Including depositors?
Mr. MITCHELL. They niust.
Mr. BRAND. Is that also true of the group banking system?

, Mr. MITCHELL. Not necessarily, but from a practical standpoint
It seems to me it would probably work out very much the same way.
Mr. BRAND. You have set out in your statement that you have

98 branches in 23 different countries. Would it be objectionable to
You or to your institutions to furnish the committee with the names of
the countries where these banks are located?
Mr. MITCHELL. No; I can give that to you now if you wish it.
Mr. BRAND. And also the lawful rates of interest to be charged in

those countries and the rates of interest you charge.
Mr. MITCHELL. I hardly think I could do that, because interest

rates are a fluctuating thing. We can not be in any country and
Charge more than a competitive rate.
Mr. BRAND. Would you mind, then, confining your statement to the

rates of interest fixed by law in the 23 countries, omitting what rates
You charge in those countries?
Mr. MITCHELL. I would be very glad to, indeed. I fail to recall

Itt the moment any country where the lending rate is established by
'my, but I will be very glad to investigate and advise you.
The CHAIRMAN. Without objection, that will be inserted in the

record at this point.
(The information referred to is reproduced below.)

THE NATIONAL CITY BANK OF NEW YORK

...Maximum contractural legal rate of interest fixed or permitted by laNv in the
918Pective countries as indicated.
L, Argentine, none; Belgium, none; Brazil, none; Cuba, none; Colombia none;
‘4181and, none; France, none; Haiti, none; India, none; Japan, none; Mexico,
rltione; Panama, none; Peru, 12 per cent; Philippines, 14 per cent; Porto Rico,
L°711e; Santo Domingo, none; Straits Settlements, none; Uruguay, none; Vene-
Z

r
 none; Chile, present rate as tabulated, rate is revised each six months, 13.41

cent; China, probably none, but can not be set forth definitely due to_present
c'vernmental conditions prevailing except at Hong Kong (British Crown Colony),

i'orte; Italy, legal rate is subject to determination by court after review; Spain,
"al rate is subject to determination by court after review, 8 per cent accepted
" general, 12 per cent has been permitted in unusual cases.

The CHAIRMAN. Mr. Mitchell, you will put in, if you have not
eady done it, a list of your foreign branches and your domestic

ranches?
, Mr. MITCHELL. You have not asked me for it, hut I would be very
ta(1 to put that in.

100136-31—vor. 2 rr 15- 5
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(The information referred to is reproduced below.)

THE NATIONAL CITY BANK OF NEW YORK

FOREIGN BRANCHES

Argentina: Buenos Aires, Rosario, Plaza Once.
Belgium: Antwerp, Brussels.
Brazil: Pernambuco, Rio de•Janeiro, Santos (agency), Sao Paulo.
Chile: Santiago, Valparaiso.
China: Canton, Dairen, Hankow, Harbin, Hong Kong, Peping, Moukdenr

Shanghai, Tientsin.
Colombia: Bogota, Cali, Medellin.
Cuba: Caibarien, Camaguey, Cardenas, Ciego de Avila, Cienfuegos, Florida,

Guantanamo, Holguin. Habana—Belascoain, Cuatro Caminos, Galiano, La Lonja,
Manzanillo, Matanzas, Moron, Nuevitas, Palma Soriano, Pinar del Rio, Plaza de
la Fraternidad, Remedios Sagua la Grande, Sancti Spiritus, Santa Clara, Santiago
de Cuba.

Dominican Republic: Barahona, La Vega, Puerto Plata, San Pedro de Macoris,
Santiago de los Caballeros, Santo Domingo City.
England: London (west end), London (city).
India: Bombay, Calcutta, Rangoon.
Italy: Genoa, Milan.
Japan: Kobe, Osaka, Tokyo, Yokohama.
Mexico: Mexico City.
Panama: Colon, Panama.
Peru: Lima.
Porto Rico: San Juan, Caguas, Arecibo, Bayamon, Mayaguez, Ponce, San'

turce.
Straits Settlements: Singapore.
Uruguay: Montevideo.
Venezuela: Caracas.
Philippine Islands: Manila, Cebu.
International Banking Corporation: Spain—Barcelona, Madrid. England

London.
Banque Nationale de la Republique d'Haiti: Aquin (agents), Aux Cayes,

Cap Haitien, Fort Liberte (agents), Gonaives, Jacmel, Jeremie, Miragoano
(agents), Petit Goave, Port de Paix, Saint Marc, Port-au-Prince.
The National City Bank of New York (France) S. A.: Paris, Champs-Elyseeth•

Nice.
DOMESTIC BRANCHES

Manhattan:
Forty-second Street, Forty-second Street at Madison Avenue
Fifth Avenue, Fifth Avenue at Twenty-eighth Street.
Public Library, Fifth Avenue at Forty-first Street.
City Bank Farmers, 43 Exchange Place.
Bowery, Bowery at Bond Street.
Canal, Canal Street at Broadway.
Lenox Hill, 167 East Seventy-second Street.
Madison Avenue, Madison Avenue at Seventy-second Street.
Park Avenue, Park Avenue at Fifty-seventh street.
Upper Park, Ninety-sixth Street at Park Avenue.
Varick Street, Varick Street at Vandam Street.
Washington Heights, 4255 Broadway.
Washington Square, Thirteenth Street at Fifth Avenue.
Yorkville, 123 East Eighty-sixth Street.
Fourteenth Street, 135 East Fourteenth Street.
Thirty-second Street, 1 Park Avenue.
Thirty-fourth Street, Thirty-fourth Street at Seventh Avenue.
Fifty-seventh Street, Fifty-seventh Street at Seventh Avenue.
Seventy-second Street, Seventy-second Street at Broadway.
Seventh-ninth Street, Seventh-ninth Street at Amsterdam Avenue.
Eighty-sixth Street, Eighty-sixth Street at Broadway.
Ninety-sixth Street, Ninety-sixth Street at Broadway.
East Midtown, 220 East Forty-second Street.
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Etrooklyn:
Peoples Trust, 181 Montague Street.
Bay Ridge, Fifth Avenue at Fifty-fourth Street.
Bedford, Nostrand Avenue at Herkimer Street.
Bush Terminal, Thirty-sixth Street at Third Avenue.
Flatbush, Flatbush Avenue at Church Avenue.
Homestead, Pennsylvania Avenue at Liberty Avenue.
Kings Highway, Kings Highway at East Fifteenth Street.
Livingston Street, Flatbush Avenue at Livingston Street.
Prospect, Flatbush Avenue at Bergen Street.
Ridgewood, Myrtle Avenue at Bleecker Street.
Wallabout, Clinton Avenue at Myrtle Avenue.
Fourth Avenue, Fourth Avenue at Eighty-fifth Street.
Eighteenth Avenue, Eighteenth at Sixty-fourth Street.

Queens:
Flushing, 85 Main Street.
Jamaica, 92-11 Union Hall Street.
Long Island City, Bridge Plaza East.
Queens Village, *Jamaica Avenue at Two hundred and eighteenth Street.

BronFxr:esh Pond Road, 1030 Fresh Pond Road, Ridgewood.

Bronx, One hundred and forty-ninth Street at Courtlandt Avenue.
Fordham, Creston Avenue at Fordham Road.

The CHAIRMAN. If you will, I should also like to have you state
Whether your branches are established under the laws of the countries
in which the branches are located.
Mr. MITCHELL. Certainly.
The CHAIRMAN. Do you set aside a capital stock for those branches

hi foreign countries?
Mr. yrcHELL. In certain countries we do, and in certain coun-

tri 
M

es we do not. The laws in certain countries provide that we shall
and in others do not, and from our standpoint it makes no difference
Whether we establish special capital for them or not since our entire
resources are behind each of our branches.
The CHAIRMAN. If you do establish special capital, do you carry

it as an asset of the National City Bank or one of its affiliates?
Mr. MITCHELL. It is not done quite that way, Mr. Chairman.

There is set aside for that branch so much capital in the currency of
the country where that branch is located, but it is not necessarily a
,8eParate corporation. It is merely a given amount of capital al-
located to that branch.
, The CHAIRMAN. Do you receive deposits and pay checks in those
loreign branches the same as you do in the parent bank?
Mr. MITCHELL. Yes.
The CHAIRMAN. Do you make deposits by the National City Bank

Oz any of its affiliates in those branches?
Mr. MITCHELL. Occasionally, but only occasionally.
The CHAIRMAN. If the demand for money in a locality should

exceed the resources of the branch, I suppose that would be an occa-
8ion where you would send additional funds?
Mr. MITCHELL. Yes.
The CHAIRMAN. Your balances abroad are not kept entirely in

those branches?
Mr. MITCHELL. The balances of head office of the National City

4ank?
The CHAIRMAN. Yes.
Mr. MITCHELL. Oh, no.
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The CHAIRMAN. Do you keep open accounts with other bank- in
London and Paris?
Mr. MITCHELL. A great number of accounts with foreign hanks.
The CHAIRMAN. And foreign banks keep balances with the National

City Bank in New York?
Mr. MITCHELL. Yes, and also with the foreign branches.
The CHAIRMAN. And you buy and sell bills and carry on trans-

actions with those foreign banks as you would with any local hank
in the United States?
Mr. MITCHELL. Quite so.
The CHAIRMAN. Take, for instance, your branch in Cuba. Is that

incorporated under the laws of Cuba?
Mr. MITCHELL. No, that is a full-fledged branch.
The CHAIRMAN. You are a director of the Federal Reserve Bank

of New York, are you not?
Mr. MITCHELL. I am.
The CHAIRMAN. Are you a member of the clearing house committee?
Mr. MITCHELL. I am.
The CHAIRMAN. There has been much discussion about the scarcity

of eligible paper for rediscount in the Federal reserve system. Do you
consider that there is a scarcity of eligible paper for the proper con-
duct of the business of the Federal reserve system and its member
banks?
Mr. MITCHELL. I think at the moment there is some scarcity 01

such paper, but I think that the condition is temporary.
The CHAIRMAN. There have been suggestions made to this com-

mittee that we make eligible for discount at the Federal reserve bank
certain additional classes of paper, representing partial payments in
some form or another on notes of dealers, secured by municipal bonds
in certain cases, and others have suggested that we make available
for rediscount notes secured by railroad bonds and real estate loans.
Would you think it advisable to increase the eligible list to the

extent of including any one or all of those classes?
Mr. BEEDY. Mr. Chairman, has that anything to do with branch,

group, or chain banking?
The CHAIRMAN. It has very much to do with it, because it deals

with the assets of these banks.
Mr. BEEDY. I do not see what difference it makes what the assets

are. The question is whether it is better to have those banks operate
as unit banks or in a chain, group, or branch banking system, and 1
do not see how that figures.
The CHAIRMAN. If the gentleman objects, I will withdraw the

question.
Mr. SEIBERLING. We have gone into that with practically all the

witnesses we have had here. There is a wide interest in the subject.
Mr. BEEDY. Not with my permission.
Mr. MITCHELL. I would be glad to answer it, Mr. Chairman.
Mr. BEEDY. I object to it.
The CHAIRMAN. You are operating a number of branches, and I

am presuming that in your case, where I know you analyze the dis-
tricts very carefully, all of these branches are on a paying basis?
Mr. MITCHELL. In New York, all except branches recently estah;

lished. Of course, it takes time for any branch to run from the ree
to the black. By and large, our branches run into the profit column
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Within an average, I should say, of about eight months from the time
of opening. New branches that were opened within that eight months
Period 1 would not say are universally profitable at the moment,
although one branch that we have. opened within this period has
been in the black from the time it opened.
By and large, our branches in New York are profitable.
The CHAIRMAN. If after a reasonable test you find, however, that

they are not profitable, what would be your policy?
Mr. MITCHELL. To close them, because we do not believe in con-

ducting anything in banking that does not pay its board.
The CHAIRMAN. Would you not say that in many of the cities—say,

for instance, your own city of New 'York—there are.probably many
branches now that are not on a paying basis?
Mr. MITCHELL. I would not want to answer that, because I have

not facts upon which to base an answer.
The CHAIRMAN. But is it not a fact that in certain districts in New
ork City they have too many branch facilities?
Mr. MITCHELL. That they are overbanked?
The CHAIRMAN. Yes.
Mr. MITCHELL. I think there is a tendency that way just at the

Moment, but our districts grow up to the facilities so rapidly in the
City of New York that I think the inclination of the bankers' mind
Would be to let the branches stay there and let the territory grow up
to them.
The CHAIRMAN. Do you see any danger, Mr. Mitchell, in the pos-

sible concentration through mergers and consolidations of banking
assets in New York? In other words, do you see any danger in the
Fontrol of credit and banking resources in the organization, for
instance, of a bank of five billions or ten billions in New York?

Nir. MITCHELL. Absolutely not.
The CHAIRMAN. Do you think that competition will always be

Maintained even though we should ultimately get down to four or six
banks in New York City?
Mr. MITCHELL. Quite so.
The CHAIRMAN. 0 17011 feel perfectly sure that the average man

Would find that he could have his wants properly taken care of and
do a banking business with those large units as well as he could if he
Were served by smaller banks?
Mr. MITCHELL. I feel certain of it.
The CHAIRMAN. You do not think that rules and regulations would

be promulgated which might limit his ability to get banking accom-
saod a tion s?
Mr. MITCHELL. I would have no fear of it.
The CHAIRMAN. In connection with the questions that Mr: Beedy

asked you in regard to the affiliated companies and your trust
department, which is the City Bank Farmers Trust Co., do you
think the fact that you are chairman of each one of your three units
Would influence the attitude of the board, for instance, of the trust
Company to take on certain securities in which one of your other
em_npanies would be interested?
.s,fr. MITCHELL. I do not think I would long hold my position if that
Influence were apparent.

Directly answering your question, no.
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The CHAIRMAN. The National City Co. originates and distributes
securities, does it not?
Mr. MITCHELL. Yes.
The CHAIRMAN. And BS I understood you to say, one certificate of

stock represents ownership in the National City Bank, the National
City Co., and the City Bank Farmers Trust Co.?
Mr. MITCHELL. Direct ownership in the National City Bank and a

beneficial interest in the City Bank Farmers Trust Co. and the
NatiOnal City Co.
The CHAIRMAN. Does the National City Co. buy and sell National

City Bank stock?
Mr. MITCHELL. It does, as a trading post.
The CHAIRMAN. But the City Bank Farmers Trust Co. does not

do so?
Mr. MITCHELL. NO.
The CHAIRMAN. Inasmuch as the national banking act prohibits a

national bank from buying, owning, or selling its stock, do you see
any possibility of the affiliated company, which has the same stock-
holders, being in violation indirectly of that law?
Mr. MITCHELL. I think it could only be considered an indirect

violation if they bought and continued to hold. Buying and selling
as a trading post and never continuing for any period to hold the
shares seems to me to completely strip that problem of any danger
whatsoever.
The CHAIRMAN. The National City Co., as you say, originates

and markets securities. Does it maintain the market for its securi-
ties—in other words, does it enter into any pools for the maintenance
of the market in connection with the securities in which you are par-
ticularly interested?
Mr. MITCHELL. The National City Co. attempts to find buyers

where securities are to be sold by investors, and where those securi-
ties have National City sponsorship.
So far as entering into pools, no; if I understand your question

correctly we have never had a case of that sort.
The CHAIRMAN. As I understood your statement, the National

City Bank, of course, is a national bank, chartered under the national
banking act, and the National City Co. is organized under the cor-
porate laws of the State of New York?
MT. MITCHELL. Yes.
The CHAIRMAN. And the City Bank Farmers Trust Co. is organized

under what law?
Mr. MITCHELL. Under the laws of the State of New York.
The CHAIRMAN. Not under the corporation laws?
Mr. MITCHELL. No; under the banking laws of the State of Nevi

York.
The CHAIRMAN. Is that examined by the State banking depart'

'Tient?
Mr. MITCHELL. It is.
The CHAIRMAN. Is the National City Co. examined by the banking

department of the State of New York?
Mr. MITCHELL. No; it is not. The Comptroller has always had

the statement of the National City Co.—I say always; he has had
in recent years, and in addition he is invited to examine every cross
transaction between the bank and the company.
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The CHAIRMAN. That opportunity is voluntarily offered by the
National City Bank?
Mr. MITCHELL. Yes.
The CHAIRMAN. Has he, as 8 matter of fact, examined the National

City Co. simultaneously with the National City Bank?
Mr. MITCHELL. No complete examination.
The CHAIRMAN. Is there a simultaneous examination of the three

.companies at all?
Mr. MITCHELL. No, there is not.
The CHAIRMAN. In connection with the trust business, you spoke of

the different angles of the banking business being conducted under one
roof, so to speak, and I want to ask you if you would be in favor of
the segregation of the assets of banks? For instance, where national
banks are doing the different classes of banking business, would you
favor the segregation of assets to give a preference to certain deposi-
tors over other depositors?
Mr. MITCHELL. No; I would not.
The CHAIRMAN. You do not see any danger in subjecting the saving

deposits to the risks of commercial transactions?
Mr. MITCHELL. NO; I do not.
The CHAIRMAN. You do not feel that they should have a preference

in the assets in case of the failure of a bank?
Mr. MITCHELL. NO; I do not.
The CHAIRMAN. I am referring particularly now to the operation

of banks under such law in California, which apparently has worked
successfully.
Mr. MITCHELL. Yes; I realized that. My answer would be no.
The CHAIRMAN. Do any of your affiliated companies own a seat on

the Stock Exchange?
Mr. MITCHELL. No.
The CHAIRMAN. Your stock and bond dealing is all done through

independent houses?
Mi. MITCHELL. They have to be. You know that the New York

Stock Exchange does not permit any corporate membership whatso-
ever. We, with other New York institutions, are seeking the estab-
lishment of a new form of special membership in the exchange so that
We may deal directly in bonds on the exchange.
The CHAIRMAN. Some houses have officers or members of the firm

hold the seats on the exchange. Do you cover it in that manner?
Mr. MITCHELL. No; We do not.
The CHAIRMAN. There has been some discussion here, and while it

perhaps does not have particularly to do with branch, chain, and group
banking, it does indirectly affect it, in connection with the fixing of
rates on the New York money market. The committee has not yet
got hold of a man who has been able to tell us just the process in which
the daily rates for money in the New York money market is fixed.
Mr. MITCHELL. Are you speaking of the call rate?
The CHAIRMAN. Yes.
Mr. MITCHELL. The call rate is fixed by the Stock Clearing Corpora-

tion, which is a corporation attached to and owned by the members of
,the New York Stock Exchange. That committee, a committee of the
Mock Clearing Corporation, review every morning the loans made to
tock Exchange members the day before and the rates, and they estab-

lish a rate which in their opinion is a fair rate in the light of the pre-

L__
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vious day's lendings and in the light of what is known of the money
market that morning.
By and large, I believe that their work has been well done, and it is

done as accurately as it could be by anybody. The establishment of
that rate does not make it incumbent on any bank to accept it, and
certain of our banks refuse to accept the rate so established whenever
they deem it to be unfair. But, by and large, in the great majority of
instances that rate is accepted, but if it ever failed in fairness over a
penod, it would not be an accepted rate.
Mr. BEEDY. That is a committee of about three men?
Mr. MITCHELL. I think three men are on it. It is a committee that

is under the supervision of Mr. Streit.
The CHAIRMAN. Does the management of the Federal Reserve

Bank of New York have any influence over those rates?
Mr. MITCHELL. They have no influence on that rate at all.
The CHAIRMAN. The Federal reserve people have no influence over

that committee?
Mr. MITCHELL. No, sir.
The CHAIRMAN. It is a free committee?
Mr. MITCHELL. Absolutely free.
The CHAIRMAN. And the independence of that committee is made

secure by the check referred to, that any bank can disagree with that
rate?
Mr. MITCHELL. Yes, sir.
The CHAIRMAN. That is a check, is it not?
Mr. MITCHELL. That is a check; oh, yes. It is more or less of it

rebuff that that committee does not relish, to have any bank in New
York refuse to accept the rate, because it indicates that they have
either missed something in their calculation or that they have not
been fair.
The CHAIRMAN. How is that committe designated?
Mr. MITCHELL. I can not answer that, Mr. Chairman. It is

committee that has to do with the Stock Clearing Corporation, and le
really under New York Stock Exchange control. It is a committee of
members of the exchange.
The CHAIRMAN. And the men on that committee are of long service

in that particular line, as I understand it?
Mr. MITCHELL. Yes; they are.
The CHAIRMAN. They are experienced in that class of work, and

and continue from year to year to act in that capacity?
Mr. MITCHELL. 'Yes; that is true.
The CHAIRMAN. Can you tell us also, in regard to the short and

long time money market, how that rate is arrived at?
Mr. MITCHELL. That is not fixed at all; it is established purely by

the conditions prevailing from day to day. For instance, we are
having in New York at the moment a 3 per cent call rate. You mai
have noticed that 30-day time collateral loans have gone to a 2% per
cent rate, indicating that certain bankers feel that during the next
thirty days the call rate will be lower than the average of 2% per cent.
That is a matter purely of the individual banker's view, and if some
banker is unable to put out 30-day money at 3 per cent and elects te
offer it at 2% in order to get takers, then 2% per cent becomes the rate
you see announced in the paper as the 30-day rate. But there le
nothing that binds any bank with respect to it.
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The CHAIRMAN. Mr. Dunbar, in his questioning of you a little
while ago, referred to a period a little over a year ago when your
bank made a loan of $25,000,000 to the market. As I recall it,
about that time the call rate ran up to about 20 per cent, and I think
Perhaps a little higher than that?
MT. MITCHELL. Yes.
The CHAIRMAN. And now the rate is 2% per cent, you say, or

around 3 per cent?
Mr. MITCHELL. Three per cent.
The CHAIRMAN. Have you any comment to make as regards our

banking system that permits such a wide spread in rates over appar-
ently such a short time? Do you think it is the fault of our banking
system that causes that, or, what in your judgment, causes rates to
vary, and should they be permitted to vary that way? In other
words, is it a sad commentary on our bankers or our banking system
that those things exist?
Mr. MITCHELL. It is an absolutely necessary thing that they do

'exist. Rates are like the pharmaceutical thermometer or register;
they show the condition of the patient from time to time. If you
tried to stultify the movement of rates and make them artificial, you
would be unable to get a gauge of the situation existing at any partic-
ular time. There should be freedom of rates. When credit is
Plentiful, the interest rate is going to show it, and when the use of
credit is being overdone, the interest rate is going to show it—it
becomes a red flag.
The CHAIRMAN. You recognize, do you not, that it is within the

Power of the Federal reserve system to check that?
Mr. MITCHELL. Not altogether. The high rates that existed a

year ago did not exist in so-called commercial loans at all. As you
know, the commercial rate was from 45 to 6 per cent, while at the
same time loans on call were jumping from 10 to 20 per cent. Bankers
like to keep their own portfolios balanced; no banker is going to lend
all of his funds in the call market regardless of the rate existing in
the call market. He must take care of his commercial customers if
he is going to continue to do businses.
Now, if the bankers are aiming to maintain a balanced portfolio

for themselves and have enough of collateral loans and enough of
tall money in their portfolios, and there comes a demand for addi-
tional call money, those bankers are not going to the Federal reserve
and rediscount to get it unless there is some incentive riven them
through the interest rate to get it, and then only to a limited extent.
So that rates with respect to this class of loan or that class of loan
are going to vary from time to time, and you have got to expect
collateral loans to carry very different rates than commercial paper
and, perhaps, from time to time one will be higher and again lower.
The CHAIRMAN. During the particular time I have just referred

to, there was being applied by the Federal reserve system a restrictive
Policy against the release of credit for speculative purposes, was there
Uot?
Mr. MITCHELL. Quite so.
The CHAIRMAN. o get back to this suggestion that was pending

here before the committee as to the possible extension of branch
banking or legislation affecting this whole general development, as I
Understand your position you feel that in certain cities or centers
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perhaps branch banking should be extended to what might be termed
"contiguous territory"? For instance, take New York City; you
have mentioned outlying districts on Long Island.
Mr. MITCHELL. Yes.
The CHAIRMAN. Would you also include within your scope there

Jersey City, for instance, and Newark, and other cities lying in close
proximity to New York City but in another State?
Mr. MITCHELL. Well, frankly I do not know, Mr. Chairman. That

is a very difficult problem. Purely from the economics of the situa-
tion, and from an operating banking problem, I should say yes--
extend it to include the environs of New York regardless of what state
they may be in. I realize, however, that there are other problems
that enter into the situation that make it very difficult. It may be
that I myself would find those objections, so strong as to outweight
what I feel is a proper economic development and a perfectly feasible
development from a bank operating standpoint.
The CHAIRMAN. It has been urged upon the committee that branch

banking he permitted within trade areas but we are all impressed
with the uncertainty as to what a trade area is. The other daY
when Mr. Wiggin was before the committee, he defined a trade area
to include the United States and perhaps the world, so far as the
Chase Bank was concerned; he would not want to restrict the term
"trade area" to any small unit, but he did not know what a trade
area was.
Mr. MITCHELL. I can not but believe that even if we could define

it, it would he too broad a movement, too great a step to take at one
time.
The CHAIRMAN. Mr. Wigin did recommend, however, as I recall

his testimony, that branch banking be extended state-wide in those
States where branch banking was permitted under the State law--
he felt that national banks should be given that right. Mr. Davison,
who appeared before the committee here in opposition to branch,
chain, or group banking, distinguished, however, between the two
forms of branch banking, that which is now permitted within city.
limits and all other branch banking.
Do you care to be any more definite than you have been as regards

these several plans that have been suggested?
Mr. MITCHELL. No; I do not know that I do, and yet city-wide

branch banking and, let us say, suburban-wide branch banking, seam
to me to be so nearly alike that we have got to set up some really false
lines to separate them.
Mr. Chairman, my view is that branch banking has distinct advan-

tages to the public, but that its development should be fostered with
such care that we may know as we go along that the public supporte
its extension. I urge that we move very slowly. To go out into the
suburban territory of a great city seems to me to be a logical steP
perhaps at this time. Take that step and let us see what the public
reaction will be in the course of the next year or two.
The CHAIRMAN. You have stated that you experienced no diffieultY

in managing your several branches in and around New York.
Mr. MITCHELL. Quite so.
The CHAIRMAN. Would you say that if you were permitted to have

branches state-wide, or Federal-reserve district-wide, or nation-wide'
you would feel so sure about that? In other words, statements have
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been made here that absentee management of a bank or branches and
the long distances from a parent bank present problems which are in
Opposition to the theory of the development of branch banking.
Mr. MITCHELL. I dcrubt if you are going to have at any time

strictly nation-wide branch banking with banks operated, let us say,
the country over, from New York or Chicago.
The CHAIRMAN. I will say to you that Mr. Giannini and Mr.

Bacigalupi, representing the Transamerica Corporation, indicated to
Us that they were ready to establish banks generally throughout the
United States, when the law is changed to permit nation-wide branch
banking.
Mr. MITCHELL. Yes, their view is that. My own personal view

18 that the sectional feeling and differences throughout the United
States are so great that that would be unwise, even if it would be
practical in operation. I could conceive of an extension of branch
banking within given sections of the United States where it would
not in any sense offend the public desires and where branches could
he conducted with great safety and in the public interest, but it is
hard for me to conceive of a New York bankoperating a branch in
Peoria, Ill., with great satisfaction, or in some city in Minnesota
With great satisfaction except as the administration came from some
center of that. particular district that thoroughly understood the
district, and where the directors and operating men were known and
accepted in that district.

It seems to me that if the public sanctions an extension of branch
banking, it is really going to come in regions and it may be that
parent banks in various regions of the country will find some method
...b37 which they can contact one another and find a common interest.
In other words, it may be that we are moving to a regional system,
With branch banking within regions; I do not know, but I say let
US not try to find the answer to the problem faster than experience
Points the way.
The CHAIRMAN. The comptroller, when he WAS asked the question

Whether there was not the possibility of the control of these various
kroups by, for instance, New York, when they would eventually
nevelop throughout the country, it having been suggested that
perhaps we would have 30 of these great areas with branches of other
banks servin those areas, and then when that was finally consum-
/Totted New 1 ork would reach out by force of necessity and take over
control of those groups and operate them.
Mr. Wiggin suggested, as I recall it, that if the mad rush continued

:and the territory was taken over by these groups, it might force, for
instance, the Chase Bank to get into the rush and preempt. certain
sections in order to hold the business.
Mr. MITCHELL. There is great danger of that.
The CHAIRMAN. Of course, we are facing a very practical situation.
Mr. MITCHELL. Yes.
The CHAIRMAN. Apparently, from the information that comes to

Us, there is a mad rush to take in all of the solvent country banks and
Control them, sometimes by responsible parties, and sometimes by
liat appear to be rather irresponsible parties. For instance, there

le information coming to us from various sections of the United States
that some groups are accumulating options on banks and others are
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going out and feeling their way looking towards concentration of
the development of this chain or group plan.
Have you any practical suggestions to offer to this committee aS

to how we are going to meet a situation of that kind? Should we
just sit by .and let this thing continue to develop naturally as it Is
and then, if trouble develops, meet the situation when it comes?
You know,. we have had experience in the past with the development
of chains like the Manly chains in Georgia and Florida, where the
banks were in weak hands and it spelled disaster.
The committee here are groping and trying to study this situation,

and they would greatly appreciate suggestions from men like you
who are at the head of our large institutions, because we want to deal
intelligently with the situation, and at the same time we do not want
to sit idly by and permit a situation to develop in this country that
will spell disaster.
Mr. MITCHELL. As I tried to point out in the statement which

made at the outset, I do believe in some logical but not too drastic
extension of the branch banking powers. I think that the develop-
ment of group banking is inevitable, and if we feel that it is inevitable
we should find some way at least to keep a check on it, to have 8
control of it, and that is why I suggest that in some manner or other
these parent companies and groups come under the inspection at
least—which to a certain degree means control—of the Comptroller
of the Currency, and that they be considered national. I think that
when these groups are formed under the laws of Delaware and have
to do with the States of Texas and Oklahoma, it is a little far-fetched.
It seems to me that there must be some national control introduced,
and I think that that would avoid much of the difficulty that you fear.
The CHAIRMAN. Of course, we as a national legislative body can

only deal with national institutions.
Mr. MITCHELL. Yes.
The CHAIRMAN. In that particular sense, with national hanks and

with the State member banks of the Federal reserve system. We
can deprive banks of membership in the Federal reserve system, we
could deny them the use of the mails, we could deny them the privilege
of the collection of checks, and forbid interstate transactions by them.
Those are all very drastic things.
Mr. MITCHELL. Could it not perhaps be done through the Federal

reserve banks?
The CHAIRMAN. I introduced a bill mainly to bring about discus-

sion, to the effect that before any of these banks were taken over bY
any of these groups the consent of the Comptroller of the CurrencY
or of the Federal Reserve Board should be had. That suggestion,
however, has met with opposition on all sides, but it does seem to me,
as you suggest, that there ought to be some check on this or some-
body to whom these proposals should be submitted, that there might
be some safeguard put around them.
Mr. MITCHELL. I think there should.
The CHAIRMAN. For instance, I am told that there are two Net'

York groups that are now attempting to organize the banks in Penn'
sylvania; one group in western Pennsylvania, and the other grgt11)
in eastern Pennsylvania, picking out key institutions and proposing
to control 25 to 50 banks in each of the two groups. That me.ang
much to the State of Pennsylvania for those old and the best install-
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tions, conveniently located throughout the State, to be taken over
by some group in New York that is unknown to that particular ter-
ritory and to be controlled for some purpose—we do not know what.
But that same thing is apparently taking place in many other

Places. I was told recently that a group in New York and Chicago
were considering taking over 200 banks in Texas. It seems to me
that this is a development over which there should be some check.
Mr. MITCHELL. I think there should, Mr. Chairman. I agree

with you.
The CHAIRMAN. Mr. Stevenson, have you any questions?
Mr. STEVENSON. I have not been attending these meetings; I have

been providentially detained.
I would like to ask this, and I guess the answer would be that I

ought to know it as well as Mr. Mitchell.
When an institution organizes in Delaware and takes over banks

in Pennsylvania, New Jersey, Texas, the Carolinas, and so on, is not
that institution embarking in interstate commerce? Would it not
Come within that provision of the Constitution and, if so, the answer
would be that we could control it, provided that it went out of its
own State.
Mr. MITCHELL. 1 think that that is very largely a legal question,

and I am not a lawyer, but as a layman I should doubt the ability to
control it through that channel.
Mr. STEVENSON. This is the question: Is banking, which is so

ramified that it is dealing in finances in the different States and as
between each other, commerce? It seems to me that that would be
the only way we could control the situation, except with respect to
our own institutions, the national banks. But, with respect to State
institutions, are they engaged in interstate Commerce when their
transactions go across State lines? It has not usually been so deter-
mined, but we know that the commerce clause of the Constitution
has been very widely extended.
Mr. BEEDY. If the transmission of a message on the telephone, a

conversation over telephone wires, is commerce, why is not the ex-
change of credits and the transmission of securities?
Mr. STEVENSON. That is the question: Why is that not commerce?
This development with respect to branch banking and group bank-

ing has been illustrated in my own State, South Carolina. There
is a national bank in the State that has acquired a small State bank,
$200,000 bank, and it is placing branches of that bank all over the

State under the State law. Of course, the national bank is not re-
sponsible legally for the liabilities of those small institutions. Now,
Which is preferable, for the national bank to have the authority to
establish its own branches, branches where you can point to the head
that is responsible for everything, or to have those groups for which
the head is not responsible? In other words, as between group bank-
ing as it is developing there and national banks with the right to
establish branches, which would you say was preferable as a banking
Proposition?
Mr. MITCHELL. I have always contended that if a banking institu-

6011 desires to do business in some part of the country or the world,
Where it is permitted by law, that it is better to go in under its own
name and its own flag and pledge its resources to the maintenance
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and to the fulfillment of contracts made by its organization, than to
go in through a subsidiary or an affiliate.

This is a broad question. I have been often asked why in the
various countries where we place our branches we do not separately
incorporate in. order to limit liability. My own personal view is
that we might just as well go there ourselves and take full responsibil-
ity for our own acts, that that is really the proper way and what the
public should expect us to do.
Mr. STEVENSON. And the public knows then who is responsible.
Mr. MITCHELL. Absolutely.
Mr. STEVENSON. I agree with that proposition very thoroughly. I

am rather dissatisfied with the situation that is developing, on that
account.
Now, in the other instance, the oldest known bank in South Carolina

has lately converted into a State bank and it is placing branches in
its own name all over the State, and the two of those Charleston
institutions are about covering the State and I think the latter method
is preferable, but they could not follow it as a national bank and they
had to convert into a State bank. Mr. Rhett's bank has thirty-odd
branches in the State, and all this presents one of the questions that
we are going to have to deal with here, whether we have any control
over these groups organized under State charters, whether we can
ever control them or not, unless we can under the interstate commerce
clause, and I doubt if we can.
Mr. MITCHELL. Or through Federal reserve banks.
Mr. STEVENSON. Well, they can stay out of the Federal reserve

system. The fact is that this very institution that 1 spoke of that Mr.
Rhett has organized and which is establishing these branches has to
stay out of the Federal reserve system under the McFadden Act,
because they have branches all over the State now, established since
the passage of that act.
Mr. LUCE (presiding). Is that all, Mr. Stevenson?
Mr. STEVENSON. That is all.
Mr. LUCE. Mr. Mitchell, you happily and tersely expressed one

of your opinions here by saying that you did not believe any bankin
operation should fail to pay its own board. The idea embodie
therein has an important bearing on our problem. Our attention
here is chiefly called to the big men, particularly the big borrowers.
Now, where there is one big man, there are a thousand little men,
and especially when primaries and elections are approaching, a Mem-
ber of Congress remembers the little man.
I have been a little man in business all my active life, and 1 would

like to lay before you an experience and get your judgment.
If this widespread apprehension that the growth of group banking

and of holding companies of every sort is a menace to the country
is well founded, that situation ought to be met. A correspondent
in the West who has had wide opportunity to observe public affairs
recently wrote me a long letter in which he predicted that the one
live issue in the next presidential campaign would be this question of
the amalgamation of wealth, with danger and injury to the little
man.
Many years ago, as a young man, while still in newspaper work, 1

shared in starting a magazine. The subscriptions were a dollar
year. After a few months the bank in which the dollar checks were
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deposited asked me to withdraw the account. Ever since then that
bank has nestled in the center of a very sore spot in my heart—in
Other words, that hank cultivated ill will by refusing to do business at
a loss.
Not long afterward I shared in starting another business, which in

!he course of time found its main office located in New York, where
It established banking connections. It does not borrow any money—
We do not believe that is the way to prosper and be happy—but it
sdoes deposit. Some years ago we found that our bank balance had
become substantial and we asked that bank to allow us interest
thereon. After considerable hesitation, reluctance and demurring,
the officers in the bank finally consented, and we are getting, I believe,
2 per cent interest on our balances. When that balance gets down
below $15,000, the bank begins to grumble, and if it approaches
$12,000 it intimates that it will cut off the interest.
I have watched in Boston and New York the steady development

of big banking, and what has seemed to me the steady progress of a
tendency to pay less regard to the little fellow. We are here getting
from every direction expressions of fear that these amalgamations all
through the business world are an injury to the 115,000,000 little
People in this country, to the benefit of the 5,000,000 big people.
To give you another illustration from my personal experience.

Last winter an ice storm damaged the telephone line to by summer
home so greatly that it must be rebuilt. The manager informs me
that he will stand half of the cost. His half will amount to several
hundred dollars and what I shall pay for service in 10 years will just
about offset his share of the cost of rebuilding the line. He is doing
that because it is to his advantage to have me as a subscriber, that
Ills system may be larger by one. It is a benefit to the whole system,
even if it seems to lose money in this particular transaction.
We are appropriating here every year large sums for rural free deliv-

ry of the mail, conducted at a loss. That is true in many directions.
unicipalities will lay water mains to reach remote points where the

Charges do not nearly represent the cost of the outlay; build school-
houses where children are few; furnish fire and police protection in
outlying districts.
The word "national" is in the natne of your institution; you have

received a charter from the Federal Government, a very valuable
Possession upon which in your own case you would place a valuation
elf many millions of dollars, and you are furnished inspection by the
National Government, and you are furnished the Federal Reserve
board with all of its advantages. Yours is thus recognized to be a
quasi-public institution.
Under all these circumstances, I wonder if you want to qualify your

statement that you do not believe in doing anything at a.loss?
Mr. MITCHELL. Mr. Luce, will you let me take the time for my

;aswer that will match that taken by your question, because I would
like to give you a little of my own background of experience, to show
Yell what a great bank is doing for the small capitalist; for if there is
44rLY one class which interests me, it is the little-fellow class.
Mr. BEEDY. You would make a good Congressman. [Laughter.]
Mr. MITCHELL. I go back to the time when we started in operation

the National City Co., and before I had anything to de with the
,lational City Bank. We started out to develop the investment
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banking business to a point where the small capitalist could have the•
advantage of some 

 
knowledge, at least, of investments, and an oppor-

tunity to make investments himself. Our work was materially
aided by the Liberty Loan campaigns; we realized that if a man held a
Government bond, he was safe from becoming an anarchist, because a
man, and especially an American, sees through his pocketbook; and
following the Liberty Loan campaigns we made it our great endeavor
to put railroad bonds, public utility bonds, and then industrial bonds
into the hands of this same small capitalist, tending to save him from
socialistic bent.
I think that a great deal has been done in this country by the invest-

ment houses in educating the small capitalist. The National City
Co. to-day does a business, in the distribution of securities, of some-
thing over two billions of dollars a year, but with respect to the issues
going to the public, and I mean issues suitable for the public, our sales
have run about $3,000 to an individual. Therefore, in the National
City Co., we have brought about contact with a public of smaller
people.
When I was a young man, to go back, Mr. Luce, I came to New

York and my family was developing and it became my desire to open
some savings accounts. There was a certain savings bank in Wall
Street, where I attempted three different times to open a savings
account, and lost the time allotted to me for lunch because the line•
extended out to the street and I never did get to a window. Sub•-
sequently I went to the savings banks and found queues of people-
who wanted to withdraw their money, and I saw how hard it was to.
get it out, and, being interested in thrift through my own experience,
I said that if I were ever in position to do it I was going to find the-
way to make it easy for people to save and easy to get their money out.
of their savings accounts.
When I came to the National City Bank, one of the first papers.

that was laid upon my desk was a tease for a basement in the old.
Manhattan Hotel at Forty-second Street and Madison Avenue, which:
you all remember. Our bank had taken over that hotel building and
it was remodeling it into a bank and office building and this lease was:
about to be made of the basement to a gents' furnishing house of
repute in New York. That lease I tore up for there I saw the oppor-•
tunity for setting up the equivalent of a savings bank. To make a
long story short, we did it, and that business was built up on a stop--
watch basis—how long does it take a man to get his money in, and how
long does it take to get his money out? No queues, no lines; it must
be perfection of service.
Then, as it developed, ways and means for taking care of that little

fellow were studied. One question was what we were going to advise •
him to do with his money when it got to a sizeable amount, when he
should be doing something more constructive with it. How could
we take him into our commercial bank and give him a checking"
account, and by what machinery could we take care of him with loans'
at the time he might want them?
We have consistently paid less than the mutual savings bank rates,•

of interest in that department, that "compound interest department'
which I so named at that time because "compound interest" had a
lure for every youth and would induce savings—and we have gone
on with that development to ever-increasing volume and success..
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It is only about eight years since that department was established,
and we have to obey the clearing house regulations-3 per cent interest
as a maximum, although we are in competition all of the time with
savings banks that pay from 4 to 4% per cent—yet in New York City
to-day we have 346,000 accounts running to a total of $73,130,006.
Where we have put this same system in some of our foreign branches
and preached the benefits of thrift to people, we have gathered 163,000
additional accounts, amounting to a total of $47,000,000. That
department of our business to-day therefore carries 509,000 accounts
and deposits of over $120,000,000.
Mr. BEEDY. Those are all compound interest accounts?
Mr. MITCHELL. Yes. We have also gone after the little fellow

who is forced to make a small loan, largely on personal credit, and
who has previously had little opportunity to do so except through
the so-called loan sharks or the high rate industrial loan banks.
Two years ago last month, we set about to make such loans to

needy people at what might be a fair interest rate, a rate that would
Pay its board, and we have given loans from that day at an effective
rate 8 per cent lower than any known agency across this country
has offered heretofore and we have made in this 2-year period 145,00Q
Such loans, running in the aggregate well in excess of $50,000,000.
We have at the moment on our books approximately 77,000 loans
of that character, running to a total of $26,000,000.
Now, Mr. Luce, we do not yield our position to any one in the way

We have beneficially affected the smaller fellow. Our bank years ago
was looked upon solely as a bank for the larger interests, a bank
Where no one who had anything short of a pretty good sized fortune
/night have any contact at all, but to-day our bank is a bank of the
people, and it gives me great pleasure to feel that we are really serv-
ing this class of the community. Over 30 per cent of all that money
loaned on those small loans has gone to pay doctors' bills and dentists'
bills and hospital bills. Doesn't that give you a thrill? It gives me
One.
Mr. LucE. It certainly does.
Mr. MITCHELL. When I realize how many people we are keeping

off of the charities and who are made self-respecting, that gives me a
thrill. At the same time this service pays its board—it is profitable.
In our compound-interest department, which is the equivalent of
Savings, any man can get 3 per cent interest, compounded monthly,
and if he ever wants to make a withdrawal, he can step up to a
Window and get a cashier's check. He does not have to have a check-
;Jig account unless he has real need of a checking account. Now, if
he wants a checking account, he can go to our commercial department
and if he has a small account, with a lot of checks on it, we make
ft service charge. If it is a small account, that really should not be a
Checking account, but ought to be where it is getting this higher in-
terest offered to savings, we do transfer it if the depositor insists and
We make a service charge. We watch the individual, and if .a person
Wants a checking account and has apparently little use for it, but it
gives him some self-respect to have it, and if it promises to be a good
thing for that man, we make no charge. We have no standard rules
for it, but we try to analyze every small account in our bank to the
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end that we can give to the small fellow all the advantages that the
larger capitalist has and always extend a helping hand.
Now, Mr. Luce, one more thing. No one can handle that business

of compound interest or that business of personal loans—and I can
point to several other phases of banking of which the same thing is
true—unless they do it on a mass-production basis. A little unit bank
can not do it. I do not know whether it can be done through the
Foup system or not, but I know that handled as we are handling it,
it is possible to give to the public something that they can not possibly
get out of the existing unit system.
I hope I have not taken too much of your time.
Mr. LUCE. No, sir. I think we are all very grateful to have this

information, and, for one, I congratulate you. Also I think it is fair
to contrast it with other information, coming to us, in addition to
that resulting from our personal experience. Apparently all over
the country there is an ever-spreading belief on the part of bankers
that small checking accounts ought to be discouraged. There has
grown up in this country in the last 30 or 40 years a very general and,
what seems to me, a very useful system under which the householder,
the woman who has charge of the shopping and the cooking, the boy
at college, the small retailer, have been convenienced by the develop-
ment of this system of checking accounts, but until you testified we
had not had a glimmer of hope, for everything has been to the pur-
port that small checking accounts are a nuisance, are costly, and
ought to be discouraged, and that groups of banks have agreed, under
the leadership of the larger banks, to put an end to it or to eliminate
it as much as possible.
I have had a feeling that this is an unwise policy, and I have thought

that it was poor business judgment on the part of the banks them-
selves. It has seemed to me they ought to remember that it is the
little fellow who becomes the big fellow and that the public conven-
ience and necessity call for some instances where that little fellow
shall not have to pay his whole board.
That is why I asked you if you wanted to reconsider your rather

broad statement.
Mr. MITCHELL. I think this, Mr. Luce, that the public must be

served. I see no reason why banks should persist in methods of
serving the public that mean loss to themselves. If they have .an
operation that is a loss to themselves, they should substitute something
else where the customer will get what he wants and where the business
can be done without loss to the banks. In our bank we constantlY
close small accounts, checking accounts which really there is no
necessity for.
We put service charges, yes, on accounts where the depositors

.issue great quantities of checks every month and where there is .no
way to compensate the bank for the incidental work. OrdinardY
such a man is very glad indeed to pay a small sum to his bank to
take care of his business for him in that way. We do not turn these
people out, for in any case where we contact a capitalist, no matte'
how small, we have a very keen interest in serving him, but we see
no reason for serving him at a loss to ourselves, because we can alwaY5
find the way to meet that man's requirements without a loss to our'
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selves, and if we do not find it, it is our own fault in which we will
be the sufferer.

If I may go one step further—and I feel I should apologize for the
time I am taking at this late hour-1 conceive that the small public
need fiduciary service perhaps more than any other stratum of the
Public. You and I know that the trust companies are not able to
handle small trust business under the methods that have been em-
Ployed, and make a dollar out of it. The result is that trust com-
Panies have not urged the appointment of corporate executors and
trustees in cases where the estates are very small. Now, I have
contended that we must find a way, if we are going to serve the
public, of giving to the small fellow all the advantage we can possi-
bly give to the large personal trust or the large estate. We are
trying to solve that problem through what we call the uniform trust.
I do not know that we are going to do it, but I think we are.
The trust business in this country is just where the insurance

business was 25 years ago. We are building a very large building
f.or the trust company in New York, and I am of the firm belief that
Inside of the next 20 years the business of our trust departments in
the lower part of New York is going to fill that entire building, and
it is going to come through properly serving the moderately wealthy
and the rather poorer classes of the public.
Mr. BRAND. May I ask one question there?
Mr. LUCE. Go ahead.
Mr. BRAND. You have dealt very sympathetically with "the little

'ban," and the gentleman from South Carolina and the gentleman
from Mississippi and all the other members of the minority of this
committee come in contact with "the little man."
I want to ask you if you have the same feeling about the little

bank relative to what benefit he is getting out of the Federal reserve
Vstem? In other words, do you not believe there ought to be some-
thing more done for the member banks, particularly the smaller
kember banks, than is being done now under existing law, either by
Paying them something out of the net earnings of the Federal re-
serve banks or out of the franchise tax which they are now paying to
the United States?
, Mr. MITCHELL. It is hard for me to see why there should be a
hifferentiation between a bank of $25,000 or $10,000 or $250,000 or
$2,000,000 when you come to a question of that sort. The particular
inestion that you asked me does not seem to be one that applies
qefinitely to any particular size of bank.
Mr. BRAND. I Will make it more concrete and specific. The
edertil reserve system was not established for the purpose of making

lboney, was it?
Mr. MITCHELL. No.
Mr. BRAND. Woodrow Wilson never had that sort of an idea about
did he, when he first brought his banking views to the attention of

:s..ngress?
Mr. MITCHELL. I do not know what he had in mind.
Mr. BRAND. Did Congress have in mind, when the Federal reservt.

act was being considered that the system should become a money-
'baking machine?
Mr. MITCHELL. I do not know what Congress had in mind.
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Mr. BRAND. What did you have in mind—that it should he a
money-making institution?
Mr. MITCHELL. I say that there can be no Federal reserve bank

that will properly function if it is fundamentally a money-making
organization.
Mr. BRAND. There has been over $146,000,000 paid by the 12

Federal reserve banks since their formation in 1914 as a franchise tas
to the United States. There is not a single member bank in the
Federal reserve system—and it does not make any difference whether
it is a $25,000 bank or a $25,000,000 bank—that gets anything on its
reserve funds, and all of the member banks of the country in the
Federal reserve system have lost their right to charge for collecting
checks and that kind of service.
Mr. MITCHELL. Yes.
Mr. BRAND. I want to ask you the direct question, in view Of

what you have said here to-day, if you do not think that out of the
net earings of the 12 Federal reserve banks it would be a wise thing
and a fair thing to pay to the member banks, large and small, some-
thing over and above the 6 per cent on the paid-in capital stock?
Mr. MITCHELL. Let me put it this way. I think it would be a

great mistake to impose any requirement as to the payment of divi-
dends on the Federal reserve bank stock to the holders of that stock
who are the member banks that would in any way cause a Federal
reserve bank to feel under the necessity of making money. I can
not believe that a central bank that feels the necessity upon it for
money making is going to properly administer the problems that
come to it. Money making must never be in the picture at all, but
if money is made, and, of course, Federal reserve banks certainly
should be able to make money with assets based upon other fellows
money for which they pay nothing, then I am inclined to believe
there should be a more generous distribution of such profits as do
occur among the members as against the National Treasury.
Mr. BRAND. That is an answer to the question, and a satisfactory

one.
Mr. BUSBY. I have just a couple questions. •
In your statement you call attention to the fact that group banking

is playing a most important part, is steering the banking sy4011
away from the unit bank. Would it be possible to have group bank'
ing if we did not have the holding company that takes over the stock
of the several banks and brings the group together?
Mr. MITCHELL. If I get the proper meaning of your question, I

should say that there had to be a common tie.
Mr. BUSBY. And that common tie is through a holding companY.

under the practice that has grown up during the last 18 months or
2 years, is it not?
MT. MITCHELL. It is; yes.
Mr. BUSBY. Without that common tie, or without the holding cony

pany and operating free and uncontrolled under the national legialo'
tion, it is impossible to bring together what is known at the present
time as group banking?
MT. MITCHELL. Yes.
Mr. BUSBY. And that usually consists of a number of very strong

banks, and they often operate with branches and otherwise to forum
system—am I stating the situation?
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Mr. MITCHELL. Yes; ill gather your question, it is, can you have
group banking without a holding company and have it on a coopera-
tive basis, something of that sort—is that your thought?
Mr. BUSBY. That is the central thought; yes.
Mr. MITCHELL. Personally I do not think so.
Mr. BUSBY. I am asking that question to direct attention to this

idea: Is it not at the present time largely a question of developing some
means by legislation to deal with the holding companies if we are
going to deal with group banking?
Mr. MITCHELL. I think you have got to find some way to control

or to contact these holding companies. If it can not be done effec-
tively by the States it must be done by the Nation, and if it is to be
done by the Nation, it must be done either through the Federal reserve
banks or through the comptroller's office.
Mr. BUSBY. For legislation to reach the ends we are trying to

reach here, is not the pivotal proposition one of dealing with holding
companies, and in doing so are we not incidentally dealing with the
group banking situation to a large extent?
Mr. MITCHELL. I do not think I could quite answer that without

further study of just what is in your mind.
Mr. BUSBY. But you do feel that holding companies are out in the

open, free from any control by the National Government, and that
that is a vital question we are confronted with at this time?
MT. MITCHELL. I do.
Mr. BUSBY. Do you believe it is necessary to have the deflation

both of property values and of credit that has grown up or that has
been extended?
Mr. MITCHELL. We are having it; whether it is necessary to have
or not, we are having it.
Mr. BUSBY. We had a deflation of credits in 1921, did we not?
Mr. MITCHELL. Yes.
Mr. BUSBY. Do you feel that that was helpful to the business

Interests of the country?
Mr. MITCHELL. I think that in economics, banking, and everything

else, the laws of compensation and balance, of action and reaction,
ill hold. When you get an inflation, it immediately spells the word
"deflation" as the reaction and you have got to have it.
Mr. BUSBY. Recently we had more inflation of credit than we did

of values, if I understand the situation.
Mr. MITCHELL. Oh, yes; no doubt about that.
Mr. BUSBY. That inflation of credit was far beyond the industrial

esd commercial needs of the year 1928 or 1929, was it not?
Mr. MITCHELL. Yes.
Mr. BUSBY. That being the case, did it not tend to cause people

to use that credit to deal in stocks, and participate in the market
With a view to securing a bigger price for the stocks they purchased
than that which they gave for them, rather than with a view to
securing dividends?
Mr. MITCHELL. I assume so. At the same time, it seems that you

are getting me a long way from branch banking, group banking,
Flod chain banking.
, Mr. BUSBY. I thought you had dealt with this situation, and
'glowing where you come form, I am coming to this point in connection
With your banies operation: When call money rates were good,
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your bank stood in opposition to the attitude of the Federal reserve
bank at that time, did it not?
Mr. MITCHELL. No. It did not matter and it does not matter

what the rate is. The volume of call loans that we have on our
books never depends upon the rate at all. The rate can be 3 per
cent, or the rate can be-30 per cent, and I will guarantee that because
of the rate there will not be any more call loans at the higher rate
than there was at the lower. As a matter of fact, we are now oper-
ating under a 3 per cent call renewal rate, and we have, I think I an1
safe in saying, three times as much in the call money market to-day
as we had a year ago to-day. Why? Because commerce i, not
taking our money. Our first obligation is always to our customer.
The call-money market is not our customer, and we do not gain any
lasting advantage by dealing with Mr. Call Money Market, but vie
do with Mr. Industry and Mr. Corporation and Mr. Farmer and
Mr. Shipper.
Mr. BUSBY. Getting to the thought that your bank and a number

of New York banks opposed the policy of the Federal reserve bank
in fixing rediscount rates, did not your attitude tend to continue the
spirit of inflation rather than to put a check on it and in that waY
bring to an end the orgy of speculation that everybody knew was on
hand.?
Mr. MITCHELL. I have been through two or three different kinds

of panics; I do not know whether you have or not.
Mr. BUSBY. I have watched them pass.
Mr. MITCHELL. People who went through the panic, if you want

to call it that, of last fall, thought that they had seen a panic, but the
men that have seen a real panic are those that have seen money and
credit panics. Now, the thing that was threatened last spring was
credit panic—do you realize that?—a panic because the legitimate
borrower would find himself unable to borrow at any rate for his
requirements.
Mr. BUSBY. I am not going to pursue this matter further, but it is

all interesting to me.
Mr. GOLDSBOROUGH. Mr. Mitchell, I personally felt that the redis-

count rates in the Federal reserve system ought to have been raised
in the fall of 1927. It seemed to me that anybody could see as earlY
as the fall of 1927 that this thing was coming. Of course, Mr. Young
undertook to esplain why the rates were not raised earlier last year,
but I do not really remember what his explanation was at this time,
as to why it was not done.
Mr. BEEDY. Failure to act with promptness, due to lack of courage.
Mr. GOLDSBOROUGH. I did not understand him to say that.
Mr. BEEDY. I do not know that he said that, but that was the

general testimony.
Mr. GoLmmortouGH. I gather that the reason you felt it was proper

to put that $25,000,000 into the market when you did was in an effort
to stimulate the courage of the people as a whole and make the liqui-
dation more orderly than it would have been if everybody had simplY
gotten scared to death at the same time—is not that about what you
had in mind?
Mr. MITCHELL. No. That particular incident has been over-

emphasized.
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Mr. GOLDSBOROUGH. I am sure of that. •
Mr. MITCHELL. As a matter of fact, we loaned to the call-money

market at that time, as previously and quite generally during that
whole season, not from any desire to put out our money on call, but
in order to stabilize and steady the situation. At that particular time
we were not borrowing and had not been borrowing from the Federal
reserve bank. There suddenly developed in New York a situation
Where there was no call money on the board, and absolutely insistent
borrowers had to borrow money to fulfill their contracts of that day
or fail and take the consequences.
Mr. GOLDSBOROUGH. And you mean that the consequences if they

had failed would have been that somebody else would have failed and
then somebody else, with an accumulation of failures?
Mr. MITCHELL. The only other way they could have met their

contracts would have been to throw their securities on the market.
Now, we did then what we had done before, but it has not come into
Public notice. We said:
We will not loan money at the going rate, but if there are honest borrowers—

that is, borrowers who honestly must have it and are willing to pay an increasing
rate—here is the money that we will put in to aid the situation over the day.

What money we put in that day caused us, I think, to borrow from
the Federal reserve bank something like $32,000,000, most of which
was paid by the next day and all of which was paid by the second day.
To say that we used Federal reserve credit to maintain a great

sPeculative market is incorret. All we were after was to stabilize
credit as far as we could, and also to see to it that the legitimate
borrower could get his money at some rate or another.
To say that that stimulated speculation is also incorrect. I do not

believe that any agency of the United States Government would have
wanted to take on the responsibility of having brought about a panic
through insisting that the ordinary recourse to the Government agency,
the Federal reserve bank, be refused at that particular time for a
Comparatively small amount of money.
A newspaper man happened to come in to see me in my office as

I was leaving that night and asked:
What about this? Are you not violating the Federal reserve dictum when

You do this?

I said:
_ Why, see here; to my notion the Federal reserve bank was organized for the
:23rY purpose of seeing to it that the legitimate borrower could always get his
t̀!4_?ney at some rate under proper circumstances, and if they do not accept that
VII responsibility, it remains with the banks, where it rested long before the
l'ederal reserve system came in.

, That is all that was said. It was not a formal statement, but it
_gritted into the papers, and there were headlines that we had loaned
t251000,000 and great hullabaloo about it, and editorials and talk
"1 Congress and whatnot.

Mr. BRAND. Was that loan made to your own customers?
Mr. MITCHELL. No. We put it right on the board.
Mr. BRAND. And let anybody have it who wanted to borrow the

koney?
Mr. MITCHELL. Anybody. Of course, that was on the loan board

gi the New York Stock Exchange.
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Mr. LUCE. I would like to insert right at this point the fact that
Mr. Mitchell is not the only man who suffers from headlines.
Mr. BEEDY. The papers must have headlines always.
Mr. MITCHELL. Yes; I have learned that.
Mr. BEEDY. I move that we extend a vote of thanks to Mr. Mitchell

for his very interesting and instructive talk.
Mr. BUSBY. Is that usual?
Mr. BEEDY. And that we now adjourn. Whether it is usual or

not, I move it.
Mr. LUCE. The chairman has requested me to ask you to furnish

the committee with a list of stockholders owning over 500 shares.
Mr. MITCHELL. All right. Of course, you realize that that will be

very voluminous, as our stock is a $20 par stock, so that 500 shares
are the equivalent of 100 shares ordinarily.
Mr. LUCE. I will ask Mr. Thompson to get in touch with the chair-

man and then communicate with you further on this matter.
The committee stands adjourned.
(Thereupon, at 2 o'clock, p. m., the committee adjourned.)
(In pursuance with an agreement reached by the committee that

written statements be invited from persons unable to attend, and
incorporated in these hearings, letters and statements have been re-
ceived and are printed in full as follows:)

Hon. L. T. MCFADDEN, Chairman,
Washington, D. C.

MY DEAR MAC: In reference to one of the gentlemen that I asked you to call
in the bank hearings, I enclose letter and pamphlet from him which might be
spread on the minutes of the hearings as a statement from Mr. Rhett who is one
of the most prominent financiers in the South having been president of the United
States Chamber of Commerce, and with a very wide experience in every kind of
financial transaction.

Most sincerely yours,

CHERAW, S. C., May 8, 1930.

W. F. STEVENSON.

PEOPLES STATE BANK OF SOUTH CAROLINA,
Charleston, S. C., April 59, 1930.

Hon. W. F. STEVENSON,
Fifth District of South Carolina, Cheraw, S. C.

MY DEAR STEVENSON: Yours of the 25th instance received.
I was on my back in a hospital in Baltimore for five months last summer and

fall and I have not yet quite recovered from the very serious operation I the;
underwent. My physician has not been willing for me to attend the annual
meeting of the Chamber of Commerce of the United States held in Washington,
this week, and I hardly feel equal to the task of appearing before a congressional
committee at this time.
The bank which myself and my associates have been endeavoring to develop

South Carolina is based upon the principle of having a large capital, surplus an"
stockholders liability behind the deposits, not only of the main office but of ever):
one of its branches, just as the Canadian banks have, but we have also provided
for local self-government for these branches by the stockholders of the bank ma'
ing in their respective communities.
We have been endeavoring to work out this system so as to throw the proPer

safeguards around it but it is growing so rapidly and so much of our time has bOen
taken up with purchasing existing banks many of them the most conservative
national banks in the State and the opening of new branches, that we have 11,0,'
perfected the details of the safeguards to be thrown around their operations I'
such an extent as would enable me to give in detail the precise plan under which e'e
propose to continue these operations.
I am inclosing you herewith, however, a set of by-laws which sets forth the

constitution under which we are working.
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I do not know that there is anything that I can add to this that can be of any
"Value at the present time. I can only say that the idea has taken such a hold
Upon the people of the State that the Peoples State Bank which started with a
Capital and surplus of $600,000 and a deposit of $3,500,000 and 10 branches on
May 15, 1929, has grown in one year to a bank with a paid-up capital and surplus
of $2,400,000, with a deposit of approximately $30,000,000, and some 35 branches.
I would much prefer waiting until the next session of Congress, when I can give

You a more detailed account of the safeguards provided for the operation of such a
eYstem as I have outlined. It seems to be in line with the spirit of the American
People and its Government.
My main objection to a branch bank system has been that it takes away the

Power of the local authorities to invest the funds of the community accumulated
In deposits in the community itself and under the direction of its local government.
We are endeavoring to cure what I consider to be that defect, but we realize that
extraordinary safeguards must be provided to insure that investments shall be
sound and sufficiently liquid.
The by-laws inclosed will reveal our plans to you as fully as I could state them

before a committee at this time, and I hope that you will excuse me until I feel a
little stronger and we have advanced a little further in the development of our
Plans.

Sincerely yours,
R. G. RHETT.

By-LAWS OF THE PEOPLES STATE BANK OF SOUTH CAROLINA

(Main office, Charleston, S. C.]

, It is proposed that the by-laws of the Peoples State Bank of South Carolina
De amended at the annual meeting of stockholders, January 21, 1930, so that
When amended they will read as follows:

ARTICLE I. STOCKHOLDERS

1. The annual meeting of the stockholders shall be held in the city of Columbia
O n the third Tuesday in January of each year, at the office of the corporation,
Unless a different place be designated by the board of directors and notice thereof
rnailed to each stockholder at least three days in advance.
2. Special meetings of stockholders may be called at any time by the chairman

Of the board of directors, by the president, by a majority of the board of directors,
or by a majority of the stockholders. A written notice, stating the purpose of
such special meetings, and the time and place they are to be held, shall be mailed
each stockholder at the stockholder's last recorded address at least 10 days in
advance of the meetings.
, 3. There shall be issued to each stockholder a certificate or certificates of stock
la the corporation for shares owned. The certificates shall be signed by two
officers of the corporation, one of whom shall be the president or a vice president,
and the other the cashier or secretary. The seal of the corporation shall be
alpressed upon each certificate.

ARTICLE II. BOARD OF TRUSTEES

1. There shall be elected by the stockholders at each annual meeting an advi-
'°rY board, which shall be known as the board of trustees.
2. The duties of the board of trustees shall be to receive reports from the

?oard of directors, the executive committee, and the officers of the corporation,
nd to make to the board of directors or the executive committee, or the stock-
uelders, as it may see fit, such recommendation with reference to the general
13_91icies or operations of the corporation as it may deem desirable. The board
‘21 trustees shall elect its chairman and secretary who shall perform the duties
usually incident to such offices.
a. The board of trustees shall consist of I member from each district and not

127,1ore than 10 members at large. The district members shall be nominated by
.41,e boards of managers of the banks of their respective districts. The members

large shall be nominated by the stockholders at the annual meeting. In the
7Yent of a new district being added between annual meetings, the board of true-

shall have the right to elect a member upon nomination by the district
nJaard of managers of such new districts.

L
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4. Vacancies on the board of trustees occurring during the year shall be filled
by the board of trustees; but in filling such vacancies district representation si
hereinabove provided shall be observed.

5. Each member of the board of trustees in order to qualify must hold shares
of the capital stock of the bank totaling a par value of $1,000, of which shares
totaling a par value of $500 shall be and remain unpledged.

6. The board of trustees shall meet twice a year at the office of the corporation
in the city of Columbia, on the second Tuesday in July and the third Tuesday in
January, at 11 o'clock in the morning.

ARTICLE III. BOARD OF DIRECTORS

1. The board of directors of the corporation shall consist of not less than 11 la
more than 15 members. The stockholders at each annual meeting shall elect at
least 11. In the event the stockholders shall elect less than 15 the duly elected
directors may elect such additional members as may not make the total number
exceed 15, and in the event of a vacancy occurring the board itself shall fill sante.
Members of the board of directors shall serve until the annual meeting succeed-
ing their election and until their successors have been elected and shall qualify.

2. The board of directors shall hold regular meetings on the second Tuesda.r,
of each month at the office of the corporation in the city of Columbia at 11.30
o'clock in the morning, unless some other place is designated by the board itself
of which due notice shall be given.

3. Special meetings of the board may be called by the chairman, by the presi-
dent, or by a majority of the board at any time, and to meet at any place, provided
three days' notice thereof he firet given to each member of the board.

4. The board of directors shall be responsible for conducting the business of
the corporation as provided by law.
5. The board of directors shall elect the officers of the corporation and fl$

their salaries.
6. The board of directors shall consider nominations by the resident stock'

holders for their boards of managers, the nominations of the board of manager!
for the offices and employees of the inain bank and several district banks ono
confirm same where it deems proper to do so, except that the chairman of the
board of directors and the president of the corporation shall be the chairman of
the board of managers and president of the main bank.

7. The board of directors shall fix limits within winch the management of the
main and each district bank shall be permitted to make loans and it shall appoint
a finance committee or finance committees to consider and act upon loans pro'
posed by the main and district banks in excess of the amounts thus fixed for each.
8. The board of directors shall prescribe the districts within which the stock'

holders of the main and each district bank shall act as hereinafter prescribed.
9. In general, the board of directors shall make such rules and regulations for

the operation of the main and district banks not inconsistent with these by-law°
as it may see proper.
10. The board of directors are hereby vested with power to discharge or change

in its discretion, any officer or employee of the corporation or of any of the main,
and district banks, provided such action be authorized by a two-thirds vote 01
those present at any regular or special meeting of the board of directors. And
all officers and employees of the corporation and of the main and district bank°
accepting positions or employment shall be deemed to have done so under thi!
provision whith shall be a condition of their positions and employments. Ann,
when and if any such action be taken by the board of directors such officers an°
employees shall have no recourse against the corporation or any of the banks or
officers thereof by reason of any such action.

11. Each member of the board of directors must qualify by holding shares 0f

the capital stock of the bank totaling in par value $1,000, of which shares totaling
in par value $500 shall be and remain unpledged.

12. The secretary of the corporation shall be the secretary of the board and shall
keep its minutes and send out it notices.

13. The board shall have power to declare such dividends out of the earning°
of the corporation as in its discretion it may deem proper.

ARTICLE IV. EXECUTIVE COMMITTEE

1. The board of directors shall elect an executive committee to consist of 5, 2 of
whom shall be the chairman of the board of directors and the president of el
corporation and the remaining 3 to be selected from the vice presidents residen
in Charleston.
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2. The main bank, each district bank, and each office shall make daily reports
to the office of the executive committee on forms furnished by the executive
committee.
.3. The executive commmittee shall see that examinations of the main bank, the

district banks, and offices are made Its frequently as practicable, by a competent
examining force which shall make reports of these examinations in duplicate,
one copy going to the office of the executive committee and one copy to the bank
examined.
4. The executive committee shall submit these reports to the board of directors

together with such action as it may have taken, or such recommendation as it
Ina.Y make with respect thereto.

5. The expenses of officers of the corporation, of the executive office, and of the
board of directors incurred in operating the corporation, together with the salaries
of the general officers and the employees of the executive office shall be apportioned
by the executive committee amongst the main and district banks, taking into
consideration the allotted capital and deposits of each.
Expenses not connected with operation, but incident to looking into the ad-

Yn"bility of opening or closing of branches or purchasing banks and all expenses
Incident to the organization or to enlargement of the capital shall be charged by
the executive committee directly to the undivided profit account of the corpora-
tion.

6. Meetings of the executive committee shall be held at its offices in Charleston
each day at 10.30 o'clock in the morning. The secretary of the corporation
Shall be the secretary of the executive committee and also its fiscal agent, charged
With keeping the accounts and vouchers of expenses incurred; with the payment
of these expenses, and with the collection of the funds with which to pay them
from the various banks, or from the main bank where the charge is to be made
against the undivided profit account.

7. The executive committee shall exercise the powers of the board of directors
In the intervals between its meetings, subject to such limitations and restrictions
as the board may impose.

ARTICLE V. GENERAL OFFICERS

I. The officers of the corporation shall he a chariman of the board of directors,
a president, cashier, a secretary, and such vice chairmen of the board, vice presi-
dents, and assistant cashiers or other officers as the board of directors may deter-
Mine, all of whom shall be elected by the said board.
2. The chairman of the board shall be the general executive head of the corpora-

tion 'and is charged with such duties as are necessarily incident to such office
3. The president shall be charged with the duty of assisting the chairman and

also with the duty of taking up and reporting on expansion of the activities of the
bank, opening branches or purchasing other banks for the corporation. In the
absence of either the other shall discharge his duties.
4. The cashier shall be charged with such duties and responsibilities in connec-

!Ion with the corporation as may he designated in the by-laws and such as may
'tom time to time be assigned him by the board of directors; and he also shall be-
cha.rged with the duties and responsibilities of the cashier of the main bank
which shall be assigned him by the board of managers of said main bank.
5. The secretary shall be charged with the duty of keeping the minutes of the

Ineetings of the stockholders, board of directors, executive committee, and of
;ending out such notices as may be required by them. He shall also be the
necal agent of the executive committee.

ARTICLE VI. BRANCHES

.1. There shall be established branches of the corporation to be known as "dis-
,...trict banks" located wherever deemed advisable by the board of directors.
Pere shall also be "offices" for the taking in and paying out of deposits, located in
Luke manner, and each attached to some distriet bank. Branches or offices may
oe discontinued or converted one into the other by the board of directors at its

Pleasure.
2. The board of directors shall each year allot, to each bank a certain portion

of the capital and surplus of the corporation, in accordance with the law and
9.8o taking into consideration the average deposits of each bank. The board of
,curectors shall have the power at any time to make changes in such allotments
ktiot contrary to law) as the circumstances and interests of the corporation may
require.
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The foregoing provisions as to allotments, however, hall not in any manlier
limit or affect the obligation of the entire capital and surplus of the corporation to
the depositors and creditors of the several banks and offices comprising the system
of the Peoples State Bank of South Carolina.
The working capital thus allotted, together with the deposits, shall be used in

the manner and to the extent such funds are customarily used in a well managed
bank and as nearly as practicable, under this system as though the banks were
separate banking institutions, subject, however, to the provisions of these hY"
laws and such rules and regulations as may be prescribed by the board of directors
or the executive committee and to the law in such cases made and provided.

3. The board of directors shall prescribe the district in which a branch is t.0
operate. Each district shall conform generally to the city or town in which it Is
located and such surrounding territory as the board of directors may see fit to
designate.

ARTICLE VII. MANAGEMENT OF MAIN AND DISTRICT BANKS

1. Prior to each annual meeting of the stockholders of the corporation such
stockholders of record as are resident in the district in which the main bank or
any of the district banks are located shall meet upon reasonable notice given
by the president of the corporation in the district where the main bank is located
and by the executive vice presidents in charge of the districts in which are located
the district banks and shall nominate by stock vote a board of managers for the
ensuing year for their respective district banks. A majority in amount of the
stock resident in the district shall be necessary to constitute a quorum, but an)*
stockholder may be represented in such meeting by a written proxy. These,
nominations shall be sent to the board of directors of the corporation, who shah
thereupon select from said nominations all or so many of the persons so nominated
as it shall see fit. Those selected shall constitute the board of managers for the
main bank and the district banks, respectively, of the current year.

2. Members of the board of managers of each bank must qualify in like manner
as members of the board of directors of the corporation.

3. The board of managers of each bank shall nominate to the board of directors
of the corporation and executive vice president, a district cashier, and such other
officers and employees as they may respectively deem advisable for the bank ..,ie
their respective districts, together with salaries recommended for each. Au
such nominations and salaries must be approved by the board of directors of the
corporation, subject to the provisions of Article III, section 10.

4. The qualification of each executive vice president shall be the same as IS
required of the members of the board of directors.

5. No member of the board of managers shall be allowed to borrow oNer
$500 unless the loan is secured by actively marketable securities, or unless it
is approved by the executive committee of the corporation.

ARTICLE VIII. MANAGERS' CONFERENCES

There shall be held at least once each year upon call of the executive committee
(and at such other times as the managers conference or the executive committee
shall determine) what shall be known as the managers' conference. At this CO
ference there shall be invited to be present one representative from the main,
bank, and one from each district bank who shall be delegated by the board el
managers orsuch bank, respectively, together with at least one or more meinh.ers
of the executive committee. The duty of this conference shall be the formulation
of rules and regulations to be recommended to the board of directors for the

internal management of the system. This conference shall also make any other
suggestions with respect to operations that it may deem advisable. All silo'
proposed rules and regulations and such suggestions shall be reported to the
board of directors at its next regular meeting for such action thereon as that
board may deem advisable. Such of said rules and regulations as may be sr
proved, and adopted by the board of directors, shall be those under which the,
banks and offices shall be operated (unless otherwise provided in these by-law 
until further order of the board of directors.

ARTICLE IX. ADVISORY BOARD

1. All stockholders of the corporation, who are of age, not suffering from ahY
disability making it impossible for them to render service, and expressing e
willingness to serve, residing in the district where the main bank or any of the,
district banks are located and holding at least five shares of the capital stock el
the corporation shall eonstitute what shall be known as an advisory board for the
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main bank or district bank for that district, with the executive vice president in
Charge of such bank as its chairman. This advisory board shall meet at the
call of the executive vice president of such bank at least twice during the year
and shall take such steps, not contrary to law and the rules and regulations of
this corporation, as it may think advisable, for the upbuilding of the business
of the bank. The advisory board shall receive such compensation for this
service as is hereinafter prescribed.

2. In order to stimulate local business and interest in the banks in the various
districts there shall be paid to the said advisory boird of the bank in each district,
as compensation for their services (to be distributed amongst themselves as they
May by majority vote determine), such portion of the profits as may be earned by
the bank, in such district, under the rules herein prescribed, not exceeding, how-
ever, in any one year, 2% per cent on the average par value holdings of the
bona fide stockholders of record resident in such district for the current year;
Said average to be determined by multiplying such face holdings of each resident
stockholder by the number of days during the year in which the stock has been
held and then dividing the product by 365.
3. The rule determining what part, if any, of the net earnings is available as

compensation for said advisory board shall be as follows: Deduct from the gross
earnings the operating expenses, including the proportionate part of the expenses
Of the executive office; 'then deduct for estimated losses a reserve fund of three-
fourths of 1 per cent of the average "receivables" of tne bank for the year; then
deduct 8 per cent on the allotted capital and surplus, and one-third of the re-
mainder, not to exceed the 2 per cent limitation above described, shall be paid
to the advisory board. The board of directors shall determine toe rules for the
!inPraisal of the bonds and investment securities held by the banks to be utilized
in calculating their net earnings. All profit or loss on actual sales of bonds or
investment securities during the current year shall go into the operatitms of the
Year. All losses incurred on "receivables" shall be first charged against the
aesumed "reserve fund above referred to. until that is exhausted, and then
against the profits for the current year.

ARTICLE X. LOANS

1. All loans out of the funds or resources of the main bank and of e,acn district
bank shall be initiated by the managements of the said main bank or of each
district bank, respectively, and may he made outright by said managements,
Within such limitations as shall be prescribed by the board of directors of the
Corporation. All loans in excess of amounts so fixed by the board of directors
Must he sent for authorizatiGn to the finance committee designated by the board
Of directors.
Zones may be established by the board of directors with finance committees

for each zone, but no finance committee shall consist of less than five nor more
than seven and all finance committees shall be appointed by the board of directors
and be charged with the duty of passing upon all loans transmitted to them
Under rules established by said board.
2. All applications for loans in excess of the limitation fixed for local manage-

ments shall be made over the signatures of the applicants and Fhail state the
aMount desired, the time the loan is to run, and shall describe the security
offered. They shall also be accompanied in each instance by a recent statement,
Signed by the applicant, or in case of a corporation by its duly authorized officer,
Showing the assets and liabilities of the applicant. ft shall also be accompanied
bY a certificate of approval of the local board of the bank where the application
or the loan originates.
3. All such applications shall he in duplicate. One copy shall be sent to the

executive office; and simultaneously the other shall be sent to the finance com-
mittee; and the executive committee shall have the power of requiring the appli-
cation sent to it for confirmation in the event it shall determine such course to
be advisable.

ARTICLE XI. INVESTMENTS

1. All investments outside of loans shall be initiated by the managements of
the local bank.

2. If the proposed investment is real estate it must first receive the approval
of the board of directors of the corporation. If a proposed investment shall

Consist of investment securities it shall be submitted to the department of invest-
ments and securities of the corporation and handled by that department. The
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department of investments and secwities shall be established in accordance with
such rules and regulations as the board of directors shall prescribe.

ARTICLE XII. TRUST DEPARTMENT

There shall be established a department of the corporation which shall be
known as the trust department which shall be in each bank of the system of the
corporation, under the supervision of a vice president of the corporation who shall
also be known as the trust officer. The duties and responsibilities of the trust
officer shall be those prescribed by law and such rules and requirements as shell
be prescribed by the board of directors of the corporation not inconsistent with
law and the by-laws of the corporation.

All assets held by the corporation in a fiduciary capecity shall be under the
supervision and control of the trust department and shall be segregated froul
the general assets of the corporation. A separate set of books and records sha1.
he kept of all of such assets which shall show in proper detail all transactions
engaged in by the corporation in its capacity as trustee.

All sums of money deposited or held in trust by the corporation awaiting in-
vestment or other disposition, shall be carried in a separate account upon the
aforesaid records and shall not be used by the corporation in the conduct of its
business, unless the corporation shall first set aside in the trust department as
security therefor United States bonds, Federal land bank bonds, municipal bonds,
or notes or other safe investment bonds having an active market. The owners
of 9,11 such funds held in trust for investment or other disposition are herehY
given and shall have a lien on such securities so set apart for the protection of
such funds, which lien shall be an additional security to that which the bene-
ficiaries may have under their claim against the corporation.
The trust officer and/or the assistant trust officer shall have the custody of

securities held by this department, but in no case shall the trust officer or the
assistant trust officer enter the trust compartment, where such securities are held,
without being accompanied by one or more of the officers of the bank in which
the trust compartments are located, who shall be designated by name for that.
purpose by the board of managers of said bank. No investment of funds of an3
trust estate shall be made by the trust officer, except by the authority of the
executive committee, over their signatures, and with the approval of the board
of directors.

ARTICLE XIII. TRANSFERS AND CONVEYANCES OF REAL ESTATE

All transfers and conveyances of real estate shall be made by the corporation
under its seal, in accordance with the orders of the board of directors, and shall
be signed by the president, or a vice president, and the cashier or secretal:Y.
Mortgages of real estate, however, may be assigned or satisfied by the joint sig-
natures of the executive vice president and the district cashier of the bank to
which any such mortgage shall have been given as security.

ARTICLE XIV. AMENDMENTS

These by-laws may be altered or amended—
First. By a majority vote of the stockholders at any regular or special meeting

where notice of the proposed alteration or change is mailed to each stockholder
at the last address known to the corporation not less than 10 days in advance of
the meeting.
Second. By the board of directors, as prescribed by the laws of the State; pro-

vided, however, that 10 days' notice of any proposed change shall be mailed each
director and that at least two-thirds of the entire board shall concur in tbe
amendment.

ARTICLE XV. SEAL

The seal of the corporation shall be the impression upon wax or paper of the
words "Peoples State Bunk of South Carolina," in a circle, with the word
"seal" in the center.

FEDERAL RESERVE BOARD,
Washington, June 37, 1930.

Hon. L. T. MCFADDEN,
Chairman Committee on Banking and Currency,

House of Representatives, Washington, D. C.
DEAR MR. MCFADDEN: I am inclosing statement for incorporation in the series

of hearings which you have been so ably conducting, in accordance with the silt
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rstion in your letter of June 14. I have rewritten the first part of the address
that I delivered at Poland Spring, Me., and have shortened the whole thing so
that it now makes only 11 pages instead of 16.

Yours very truly,
EDMUND PLATT.

BRANCH BANKING BY CONSOLIDATIONS OF COUNTRY BANKS

(Statement by Edmund Platt, Vice Governor Federal Reserve Board)

For a number of years I have been collecting information with relation to
branch banking—its history, particularly in our own country; its safety by com-
Parison with so-called unit banking; and its success in the rendering of service
to the people. I found at once that there was very strong opposition to branch
banking among bankers, though business men who had transacted business with
branch banks only occasionally had any complaints to make. Some of the oppo-
nents of branch banking went so far as to declare it un-American, unpatriotic,
and a breeder of every kind of monopoly—but a little delving into the early
history in our own country brought out the fact that branch banking was for-
nierly generally recognized as the most natural way of extending banking accon)-
Diodation to small communities, and to newly established and growing communi-
ties. I found, in fact, that some of the early State charters, in the days when
banks were chartered by special legislative acts, required the banks to establish
branches. I found also that branch banking was abandoned first in the East,
in the financial districts, and continued in many sections of the West and South
Until the establishment of the national banking system after the Civil War.
In fact I found that a few State banks continued their branches long after the
Civil War, some of them being still in existence.
The so-called unit banking system originated in the State of New York with

the passage of the "free banking act" of 1838, and this act with its amendments
was in large measure copied into the Federal Statute books and became the
national banking act of 1863-64. Without doing very much violence to a much
abused expression it might be said that unit banking, involving correspondence
banking, is of Wall Street origin, and it certainly has served the financial centers
Well, and has resulted in the concentration of stupendous sums of money in the
Rreat banks of these centers, particularly in New York.
An interesting study of Money Rates and Money Markets in the United

States has recently been published by Winfield W. Riefler (Harper Bros.). On
Page 107 I find the statement: "The industrial and banking structure is such,
therefore as to divert from smaller banking communities to larger ones a certain
Portion Of the loanable funds, and these are returned only through indirect proc-
Vises such as out-of-town deposits and interbank loans at high money rates."
Interest rates are lowest where the loaning funds are concentrated and banking
Profits are also greatest in the financial centers chiefly because of the greater volume
of business. Mr. Riefler in the sentence quoted above is referring particularly
!0 the diversion of loanable funds through correspondence banking—every small
bank finding it necessary to carry balances in large banks in the large cities. But
that isn't by any means all of the diversion of loanable funds from the small to the
great cities. In almost every small city and in many of the rather large cities
There are large industries and people of wealth who find the local banking facilities
too small for their purposes, and therefore carry accounts in New York or Chicago.
ti would be easy in many of these smaller communities to create larger banks
capable of taking care of much of this business if mergers of country banks were
Permitted. A curious feature of the present Federal law is that you can merge
two or more banks within the limits of the same county—but if you do you must
,close all the banking offices but one. It seems odd that our devotior to "unit"
banking should be carried quite that far. A bank might still be called a "unit,"
one would think—and would in fact be a unit bank essentially—even though it
eXtellded its services to the people of the county or a group of near-by counties
through several localities.
Although unit banking was the product of the East, and has been sedulously

tostered by the big banks seeking correspondence accounts in the big cities, the
craze for "units" was carried much further in the West than in the East. In
the 1880's certain Middle Western States decided that every little hamlet
Mould have a banklet of its own, and began to charter banks with a capital
as, small as $10,000 and even $5,000. Some of them were located in growing
towns and grew into larger and successful institutions, but a great many of then)
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went down in the panic of 1893—after which we find two comptrollers in succes-
sion recommending branch banking, Mr. Eckles, and Mr. Charles G. Dawes.
The latter recommended specifically that branches be authorized in places of
2,000 inhabitants or less. If this recommendation had been heeded it would have
strengthened country banking very materially. Instead of heeding it Congress
decided to compete with the States by chartering smaller national banks, and in
1900 lowered the limit of capital from $50,000 to $25,000—thus making things
worse instead of better.

It does not seem to be clearly understood that the unit banking system, carried
to such an extreme as we have carried it in this country, forces banking businesa
into the big cities and particularly into New York that could and should be done
elsewhere, and also fosters speculation by forcing money into Wall Street to be
loaned to brokers that might frequently be loaned, if not at home, at least to
industries in the same State or in the same general neighborhood. Some econo:
mists have recognized this fact, but I think it was never forcefully presented until
Comptroller Pole's recent report and addresses, in which he brought out the fast,
that to permit branch banking within "trade areas" would "decentralize credit
by creating banking institutions large enough to handle much of the larger business
at home. Ample proof of these statements is at hand. First, there is the testi-
mony of the witnesses who have appeared before this committee. Every one of
the men representing the group banking corporations stated that they were able
through their larger organizations to keep business at home that had previouslY
gone to New York or Chicago, and some of them cited specific instances. I can
add some convincing testimony from a Southern State.

Early in 1926 there was formed in South Carolina a combination of three banks
under the auspices of the Bank of Charleston, which after the necessary consolida-
tions became the South Carolina National Bank. Interests connected with the
Bank of Charleston, of which Mr. R. S. Small was the president, acquired control
of the Norwood National Bank of Greenville in the Piedmont section and the
Carolina National Bank in Columbia, in the center of the State. These three
banks became State banks for a brief period and were consolidated under
State laws, the Greenville bank and the Columbia bank becoming branches of the
bank in Charleston. They were then converted into a national bank with
branches under the provisions of the act of 1865 (a wise provision of law unhap-
pily repealed by the McFadden Act in 1927). In a circular letter issued to the
shareholders of the Bank of Charleston, N. B. A., in January, 1926, Mr. Small
stated that it was planned to consolidate these three banks into one corporation/
in order, first, to be able to compete with the larger institutions in the North and
East for the best class of business in the State, and, secondly, he said:
"The demand for money in one locality, such as this, is seasonal, which means

that we have a big demand at one season and a small demand at another, result:.
ing in our having to borrow at one season and to lend on call in New York lit
another, both of which processes are expensive. Through operating in Greenville
we diversify our loans by having a number of them dependent upon an entirelY
different set of conditions, which insures a diversity, not otherwise obtainable,
and in addition, the seasonal demand in Greenville for funds is exactly the opposite
from Charleston, with a result that it will avoid, to a large extent, the necessitY
of borrowing at one season and lending on call in New York at another, thus
giving us greater diversity and a more uniform demand."

Here is a distinct recognition of the fact that money was loaned on call in Ne.ar
York either from Greenville or from Charleston which could have been loaned in
the State if the institutions in both sections of the State could work together.
Greenville is a manufacturing town and the peak of demands in that section
would naturally come at a different time from the peak of demands at Charleston
on the seacoast. I understand that the expectations outlined in this circular,
letter in 1926 have since been realized and that the institution is successful. Thla 
similar conditions obtain in many other States and sections and particularly In
the Middle West can not be doubted. Almost all the witnesses, including soine
who came to oppose branch banking, admitted under questioning that there were
some places where branches would serve better than small separate corporations:
Mi. A. J. Viegel, banking superintendent of the State of Minnesota, in a recoil;
statement, mentioned 154 places in that State wnich previously had supporta°,
banks where there are now no banking accommodations whatever, principally,
because of failures. About one-half of them he said should have some kind of
banking service, but he said he could see no way of safely serving them exeePt
through branches.
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The system of group banking resulting from an exchange of bank stock for
holding company stock is new and is certainly different from what has been known
for many years as "chain banking" where one man or a group of men have pur-
chased for cash the control of a number of banks. As conducted in the Min-
neapolis-St. Paul district, in the Detroit district and by the Marine Midland
troup of Buffalo, the groups bear a very strong resemblance to branch banking.
The men representing them all declared that no single bank in the system could
pr would be allowed to fail. They declared also that whenever any individual or
industry in any community had need for loans larger than the loaning limit of the
local group bank of the community such loans were taken care of within the
group. I agree with Comptroller Pole that this development of group banking
Should not be checked by law unless something better can be substituted for it.
We pass too many restrictive laws. What we want now is something constructive.
This kind of group banking not only resembles branch banking, but probably

Would have been called branch banking in the days of the old State banks before
the Civil War. One of the model branch banking organizations of that period
Was the Bank of Indiana, of which Hugh McCulloch who became the first Comp-
troller of the Currency was the president. If you look into the history and
structure of the old Bank of Indiana you will find that its branches were pretty
nearly independent. There was a central board of directors, with certain super-
visory and directory powers, while the branches were independently organized
banks with separate stock. The Bank of Ohio was also a group of pretty nearly
Independent banks bound together under a modification of the New York safety
fund principle. In those days, the emphasis was on giving security to note issues,
but the principles are the same when applied to security for deposits. Deposit
banking was something which grew up in the cities and was not much under-
stood for a long time outside of the cities. The notion that depositors did not need
4113' special protection persisted for many years after the national banking act
Was passed.
The resemblance of the group banks of to-day to the branch banks of the days

before the Civil War suggests that with proper legal recognition and direction
they might be developed into branch banking institutions somewhat of the old
type—the branches retaining a considerable amount of independence, but being
Jointly responsible for the debts of every branch in the group as was the case in
the old Bank of Indiana, and each group supervised and in a measure controlled
bY a central board of directors, under governmental supervision. Possibly such
a system of branch banking—a sort of compromise between group and branch
banking—would meet the chief objection of many of the ardent opponents of
branch banking. I mention this merely as a possibility, and without much confi-
dence that such systems would take care of the very sin#11 towns where most of
the banking failures occur.
It should serve to bring to mind that branch banking need not necessarily be

0f one pattern. Branch banking can be organized so as to give the branches a
Fertain amount of independence, and can be organized without any "parent
bank "—simply a group of banks in different places operating under one cor-
Poration. The head office, where the directors meet and where the corporation
,Iooks are kept, need not be a bank. I am not quite sure that there must be a
, head office." At any rate, one of the institutions in the South operating two
Plinking offices—banks recently consolidated—maintained in recent letters to
the Federal Reserve Board that there was no "parent bank" involved, and no
head office." Therefore, they thought they should be allowed to remain in the

r ederal reserve system. I thought so myself, but our counsel could not be
convinced.
"Whether you like it or not," said Mr. Decker, of Minneapolis, in his recent

statement to the committee, "size is fundamental in many lines of business. It
certainly is in the banking business." Now, keeping always in mind the main
Purpose of making our country banks large enough to take care of a larger share
Of the local business, the best of which now goes to New York, and large enough
od with diversification enough to be able to.stand up in adverse tunes, what

uniits should be set, with relation to capital and to extent or number of branches?
"Ir. Henry Dawes, former comptroller, represented the extreme position of
Pposition to branches, but admits the necessity of larger banks. He cites the
'act that 88 per cent of the failures of the last nine years have been banks with
;t capital less than $100,000, and recommends that no banks be chartered hi the
ilture with a capital less than $100,000.
He would not permit smaller country banks to consolidate so as to obtain the

requisite capital, if consolidation involved the maintenance of banking offices

100136-31—vm 2 PT 15-7
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in different places. His idea seemed to be that unless a town or community
large enough to maintain an independent bank with a capital of $100,000 it
should depend on the nearest large town—i. e., it should be deprived of convenient
banking service. Mr. Dawes took the ground apparently that we must either
have nation-wide branch banking or none at all outside of cities. "It seems to
me. ," he said, "there is no room for compromise on this subject and that a deter-
mination should be reached as to whether the United States wishes to embrace
national system of branch banking or to preserve its coordinated independent
units. It can not do both."
I disagree wholly with this dogmatic position. There was more branch

banking in the United States 100 years ago, in proportion to population and
banking resources, than there is to-day, and there always has been some branch
banking in the United States. In fact there always has been some branch
banking in the national banking system, and it can be shown that not quite all
of it came in through conversion of State banks. There is no clear evidence that
the Congresses of Civil War days in enacting the national banking act had anY
intention of prohibiting branch banking, and the comptroller's office did not fina.11Y
pass upon the question until 1902. In 1911 Attorney General Wickersham deli'•
ered an opinion adverse to branches in the case of the Lowry National Bank
of Atlanta, an opinion later much modified by Attorney General Daugherty, who
October 3, 1923, found in favor of additional offices within city limits. The
matter was never definitely decided by the Supreme Court, the St. Louis ow!
in 1924 having turned on enforcement of a State law. Now and then nation?,
banks opened outside offices and sometimes they withstood the comptroller 0
criticisms for a considerable period.
The Citizens National Bank of Newport, N. H., was given a certificate by the

Comptroller on March 27 last for the operation of a branch at Warner, in an
adjoining county, on the ground that the branch had been operated for the Pa!'
25 years. They are today (April 8 figures) 273 banks in the United States main'
taming 570 branches outside so-called city limits without counting California.
Twelve of them are national banks maintaining 28 branches. North Carolina
heads the list with 34 banks maintaining 66 outside branches. California has two
less banks (32) with outside branches, but the number of branches is much greater,
547, of which 313 are branches of national banks, Of the banks maintaining
outside branches 52 are in New England, 22 of them in Maine, the Maine bank!
maintaining 67 branches. The Maine law, permitting branches in the county
the parent bank and any adjoining county seems to me excellent, and the limit
it provides would be sufficient, I think in any Eastern State. In Western Stat6's
where there is much less diversification of industries the limit should doubtless
be much wider, perhaps in some districts comprising more than one state.
Branch banking can be limited in any way desired—by territory to be covered. .

by number of branches to be allowed each bank, or by the size of the places In
which branches may be organized. As four-fifths of all bank failures have
occurred in places of less than 2,500 inhabitants the law might provide that no
more unit banks should be incorporated in places of less size, branches to .be
authorized instead. There is no mason why we should decide now with relation
to what kind of banking may seem desirable to the people 50 or 100 years froin
now, and no reason why we should not apply a desirable and well proven remedl
within limits now because of fear that some future generation may decide V)
enlarge the limits.
Banks have a common-law right to establish branches. This was general

recognized in the early days of our Nation's history. In many States they have
lost this right through restrictive legislation, some of it not originally intended to
prohibit branches. The obvious thing to do is to repeal some of the restrictions
and allow some freedom of natural development. I do not believe that there
would be any rapid or dangerous development if the establishment of branches
were permitted within trade areas as the comptroller suggests. I do not believe
that any comptroller would permit a dangerous or a very rapid development, an"
the history of branch banking where long authorized by State laws seems to indl:

cate (with the single exception of California) that development would proceea
slowly anyway. Branch banking is really a country-bank proposition. Nell,
York and Chicago bankers are generally opposed to it (witness the testimony 0'

Mr. George W. Davison of the Central-Hanover), having learned many years ago
that correspondent banking serves them best. As long as the banking unite
out in the States can be kept comparatively small the biggest and best businels
must come to the big cities, and the country banks themselves through the!r
correspondent accounts must furnish a large part of the funds with which this
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business is taken care of. The present system suits Wall Street bankers exactly.
They do business throughout the United States without the expense of main-
taining branches.
, I suggest as the first amendments necessary to remedy the present disgraceful
Situation with relation to bank failures that National banks be given the same
Privileges with relation to branches that State banks have, and second that in
all States national banks should be permitted to establish branches through
consolidations in trade areas, which might well start with the limits of the present
IVIaine law, with discretion to the comptroller for extension where necessary in
order to secure the diversification essential to safety.

L. T. MCFADDEN,
Chairman, Washington, D. C.

HONORABLE SIR: I am inclosing my brief of unit versus branch, chain, group
oanking. I thank you for the opportunity you so kindly gave me to state in
alo,Y Poor way, what truths there are on the side of unit banking, and I hope you
Will bear with me and in patience read my earnest defense of the best banking
sYstem ever devised under the sun.

Respectfully,

THE NEW AMERICAN BANK OF OSHKOSH,
Oshkosh, Wis., July 3, 1930.

T. R. FRENTZ, Cashier.

INDEPENDENT OR BRANCH BANKS

I am only a humble country banker from the little city of Oshkosh, of 40,000
inhabitants, in the great State of Wisconsin, and I appear before your great body
Of men with trepidation, and fully conscious of my lack of oratorical abilities,
!!ncl only the spirit of placing the much abused unit banks in a more favorable
tight amongst you fair-minded men, urges me onward to do my little all to fairly
and squarely lay their case before you.
I had not the slightest intention of boring you gentlemen with my urban

Point of view, but as I carefully read the testimony and arguments made by
roan after man and learned that the great national-banking system had broken
down and that State banks were far inferior to national banks, I wondered how
far down in the scale of financial houses the baser State banks really were and
the spirit moved me to arise and in my lowly way try to unpaint the somber
flues that have been daubed upon the canvas. I was amazed to learn that branch
banks never failed in Canada, and the losses under branch banking were prac-
tically nil! And when the statement was made that the Canadian branch-
banking system was far superior to our independent banks, I wondered by what
authority such an assertion was backed up by. And then I read once more the
article published in the Toronto Star in 1912, Monster Banking Monoply a
Leech at Canada's Throat, Killing Local Industry, Depopulating Rural Dis-
tricts, Centralization of Almost Entire Financial Power of Dominion in the
Hands of a Few Capitalists, Has Resulted From Our Much-Vaunted Banking
System—Almost Total Extermination of Local Banks.
, Under these startling headlines the article continues—"while large capital
insures slow, steady transmission of deposits to 'branches' for control, and use
of head offices in smart, alien centers, local credit based on local savings is trans-
transferred to parasites on whom rests neither responsibility, object, nor desire
to exercise banking functions in support of local enterprises. With such credit
basis lost, not only does the collapse or absorption of local bank institutions
§ecome inevitable, but local aspirations and confidence which had sustained local
Industry, are wiped out or made dependent on the will and nod of competitive
enterprises. So secretely, so gradually, does this sequestration of savings pro-
ceed, so insidiously are local enterprises undermined, that planting of a ̀ branch'
to suck out local earnings, to extirpation of even the last local industry or insti-
tution is embraced by ̀ slow-going' people with the same artless innocence as a
3-year child fondles a viper. To this accursed system of concentration of credit
and destruction of local industry, the Dominion of Canada stands indebted for
a contracted population of 7,000,000 in place of 25,000,000 rightfully due it
under decentralized systems of banks designed to sustain, to breathe the breath
of economic life through the remotest, as well as the most insulated of its parts."
And yet we are told that branch banking in Canada is far superior to our

Unit banks! It is to laugh!
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We are further informed that branch banks will not drive out the independent
banks, yet not one statistic is quoted from any country under the sun to support
this assertion. Let us take England for example. In that country there are
five banks with nearly eight thousand branches, and they have put out of busi-
ness practically every unit bank in the Kindgom.
In Germany and France 10 banks dominate the whole banking power of those

two countries.
In Canada there are less than 15 "parent banks" with over 4,000 branches

that rule the finances of the Dominion.
As we read further we are startled to learn that branch-banking is much safer

than unit banking. Again one is lead to marvel why no stastistics are quoted
to support this rather daring assertion. There are many statistics extant that
might have been incorporated, but, I fear me, not to support this bare statement.
Inasmuch as these tables will throw the spot-light on "greater safety" let ine
quote you a few.
A. J. Frame has compiled some extremely interesting tables on this subject.

Listen carefully.
"Statistics clearly show that failures and losses to depositors in Canada, corn'

pared with our national-banking system, exceed ours several times over, and her
banking power is leas than little Massachusetts alone.
"In 1866, when Overend, Gurney & Co. failed for $50,000,000, the bank failures

in Great Britian aggregated the stupendous sum of $250,000,000.
"In 1878, 3 banks in Scotland with some 200 branches failed for $100,000,000,

with a deficit in assets about equal to the total losses to all the depositors of all the
national banks of the United States since 1863. Our banking power averaged
one hundred times these three banks.
"In 1893, out of 28 banks in Australia with 1,700 branches, 13 of them, with

800 or 900 branches, failed in six months for $450,000,000. Her banking power
approximated one-sixth of ours."

Besides, there were many branch-banking failures in Japan, India, Denmark, and
Germany.
Now compare these stupendous losses with all the losses in all the national banks

in the United States from 1863 to 1901. For this period of 38 years, the total
losses were less than $100,000,000. Also remember that the population of our
country averged nearly 100,000,000 people, and that meant a loss of $1 Per
inhabitant for 38 years. Take the $450,000,000 losses in Australia in six months,
and remember that Australia's population was less than 7,000,000 and tell roe
again that branch banking is safer than unit banking.
Touching upon the assertion that "an independent unit system such as ours

less able to care for a general situation than a branch-banking system," I vah
again quote from the highly touted Canadian branch-banking world.
The American Banker's Association Journal, under date of November, 1929,

published several letters from the Weyburn Security of Canada to their branch
managers, and I will quote from only three of them. The first is dated JanuarY,
1918, and reads as follows: "It has been decided that it is to the advantage of the
institution, and also it will be a great assistance to the managers, if, until further
notice, all applications for loans exceeding $300 be submitted to the directors
through the head office for their approval."
Compare this with the statement made to your committee that "$2,500 is

minimum limit that they have ever placed on a manager."
The letter dated July 5, 1918, says: "After taking everything into considers'

tion, it has been decided that the wisest thing to do is to ask the managers not to
make any more loans, except very small ones, say from $50 to $75, without first
sending the application to the head office."
The last letter I quote from says under date of July 10, 1918: "I realize that a

great many of the farmers do need $50 to $75 to buy what coal they would stool
at this time of the year, and it is not expected that you loan even this amorio
unless they are entitled to it without question. Unless we get more rains, the
condition as to crop situation in not bright, and although it is disagreeable t°,
refuse people credit, which ordinarily we should be glad to grant, still the good °'
the community is best served by keeping people from borrowing money under_
such conditions. It is surprising how little money a man can get along with wheu
he has to."
In the light of these letters would you lend much credence to the statement that

branch-banks are more able to care for a general situation than unit banks? Cie,
you imagine an independent bank saying to a farmer that he could not have
to buy coal with to keep him from freezing?
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Now as to taxes branch banks would pay in such localities in which they have
a branch, I would respectfully call your attention to the fact that branches have
no capital and consequently would pay no taxes at all except on their furniture
and fixtures--a mere noting. If there were not other banks in my city than
branches, the city of Oshkosh would lose over $50,000 in taxes. The city of
Denver, over a million dollars. Figure for yourselves how much that would
amount to in 50 years. Who would have to pay these taxes in lieu of the banks?
Why, God's patient poor of course!
And who wants branch banking? Has a single one of you gentlemen ever

received a single request for branch banking from a single one of your constituents?
I venture to answer "no" for each and every one of you. Am I wrong?
Then who is behind this clamorous call for branch banking? Oh, a few greedy

bankers who would reap where they have never sown. A mere handful of ambi-
tious men who would grab and absolutely control all the money in our country.
They tried it 35 years ago, and are attempting to do it now. They use that fact
that nearly 6,000 banks have failed in the last 10 years, and with patriotic fervor
cry the poor depositors must be protected. They tearfully admit that this can
only be done through that entirely new plan of banking—branch banking.
What the actual losses were in these all too many bank failures during the last

10 years, no one seems to know, for the experts themselves seem to disagree by a
Very wide margin as to the total. At any rate, they were not very staggering for
even the most ardent advocates of branch-banking have to admit that they were
not over 20 cents on the dollar.
And what was the cause of the numerous failures? Different minds have

different ideas, and many are firmly convinced it was entirely due to the deflation
Operations of the Federal reserve banks. Personally, I can not agree to this view-
Point. I do contend that the Federal reserve banks were one of the very main
causes of these failures, but not because they furnished these unfortunate banks
With too little money, but entirely too much. I further maintain that entirely
too many banks were organized, and that it was nothing short of riduculous for
fi little village of 300 inhabitants having three and four banks. It is almost
nripossible for one bank to exist in such a small hamlet, and it was out of the
question for three or four to live on a legitimate banking business. Then how did
they subsist even the short time they did?

Listen. I will give you the history of a bank in Montana and that is the whole
story of, practically, all of these failed banks. The capital of this bank was
$15,000, no surplus, less than $2,000 undivided profits, and $80,000 in deposits.
Naturally you will all say that they could hardly exist under these conditions, yet
twice they paid dividends of 50 per cent. Sounds absolutely pieposterous, does
It not? Still it was done. How, do you ask? Oh, it was all extremely easy.
They charged all borrowers 12 per cent interest, and rediscounted the paper at
6 per cent, thus making 7 per cent net on all loans, and that too without having a
dollar invested in such loans over night. Of course, the more rediscounts they
had, the more money they made. And how many rediscounts did this Montana
bank with its $15,000 of capital have? Oh, a mere $232,000. You can hardly
believe that? Neither could I, yet the president of the bank told me so with his
own lips. Any wonder they failed? Anything marvelous about the fact that
When a farmer came into one of these banks to borrow $200 to buy a horse, that
the president should urge him to buy a tractor instead, for $1,200? On $200 he
only made $14, while on $1,200 he profited $84.
Now, what happened when these loans came due? Practically none of these

farmers could pay, and as note after note matured, the farmer, like the historical
Arab, folded his tent, and quietly stole away. And the bank? How could they
Meet $232,000 of rediscounts? They could not, and that is why they failed.
It is a matter of history that many of the farmers that abandoned their farms,

left behind them from $2,000 to $12,000 of power machinery. Had there not
been such an unlimited amount of easy money forced upon them, and had they,
Perchance, plowed with a horse and a cow, they might still own their farms.
In my own State there have also been entirely too many bank failures, and too

Much money was also here, the main contributing cause. Not, however, too
Many rediscounts, but too many deposits. How, perhaps you may: ask in. deep
Perplexity, can too much money on deposit wreck a bank? It is quite easy if you
Will only give it a little sober thought.
A little country bank is started, and for years the deposits are just about

enough so that all local demands for loans are nicely taken care of. Soon the
deposits grow larger and larger, and there are not enough home demands to any
longer absorb these funds, and an outlet somewhere must be found. Now, along
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comes a silver-tongued bond salesman, who has an array of wonderful gold bonds
as safe as the Rock of Ages, and which will net the handsome returns of 7 per cent.
Just exactly the outlet the bank was looking for. What chance had the feeble
objections of the country banker, whose knowledge of bonds was extremely
limited, against the persuasive eloquence of this city chap? Of course, he fell,
and the downfall of the bank was on its first stages. It needs no Solomon to
continue the sad story to its inevitable ending.
And that is the story of practically all the bank failures in my VVisconsin.

What can be done to put an end to these failures that cause such widespread ruin
in their wakes? Not very much. The weak sisters that are yet hanging hope-
fully on, must, in my humble opinion, go the way of all human flesh, and when
the deplorable, but absolutely inevitable, weeding out has run its course, the
solid, safe, strong unit banks will once more fulfill their destinies.

Would branch banking be a better system? You have already heard of the
tremendous losses sustained under that antiquated system, and one more delve

into the world's history of banking will not be amiss, considering the supreme
necessity of a stable banking system.

Five hundred years before America was discovered England, France, Spa's'
Holland, Denmark, Persia, and Egypt were powerful, rich, and wonderful cola'''.
tries. In all of them branch-banking had full sway.
The history of the independent national banking system starts in the United

States of America in 1863, and in its 67 years of existence it has carried our
country so far ahead of all lands under the sun that none can compare with it
in greatness or riches, and that system, the greatest, the best, the safest that

ever was devised by the ingenuity of man is now being decried as having
broken down.
In closing, I wish to say a word or two about the abuse now being heaPed

upon the poor country banker. Many years ago the greatest comic paper ever
published in the world, Puck, had a cartoon about the American soldier during
the Spanish-American War in Cuba. He was depicted as wading through the
swamps of Cuba, knee-deep in water, mud, and slime, a million gnats swarmed
around his head, a broiling sun mercilessly beat down upon his crown, great
drops of sweat were dropping from his overheated head, a 90-pound pack was
strapped to his aching back, a rifle was gripped in his arms, bullets from the
foe in front zipped, and zoomed, and whistled all around him, and behind his
stooped back, the sensational papers of his beloved country were pouring 1112
unending blast of vituperation at the efforts of the American soldier. Beneat"
this striking cartoon were printed the words "How would you like to be sti
American soldie‘?"
Now, I ask you, how would you like to be a country banker? Years sg",

Mr. Mueller started his little country bank at Mueller's Corner. Slowly W.;
surely his little bank grew

' 
and in course of time by indefatigable efforts, an"

untiring devotion, his bank did show very fair earnings, was a credit to its village,
and Mr. Mueller was respected, honored, and esteemed. Now one sad day for,
Mr. Mueller, the Federal reserve bank was grafted unto the financial world, ao",
the first thing they did to this little bank that all the villagers were so prow;
of, was to arbitrarily take away his exchange. Then along comes the Federti;
land bank, and they take away his farm mortgages. Scarcely has he recovere"
a part of his wind, when the city insurance men, in fleet automobiles rollinf
along the cement roads the farmers built with money out of their pockets an°
they grab most of his insurance. Then the chain store drives out of business
his best customer, the country general store. As if these locusts were not enough
to make life scarcely bearable, it began to be rumored all over the village thel
Mueller's bank was loosing its grip, and deposits began to fade away. Result

Mueller's bank failed, Mueller lost his money, his job, and all of his friends.
To make his life still more burdensome, self-appointed critics cried out to el
world at large that all country bankers were unscientific, unfit, incapable, atia
should never have been allowed to start a bank. I will propound this querY
to all fair minded men: Could Alexander Hamilton, George Reynolds, Charies
E. Mitchell, A. W. Wiggins, or William Woodward with all their science, witi;.
all their skill, with all their ability have done any better than poor Mueller
Is it not ridiculous to say that the best banker in the largest city in all the world
would have succeeded at Mueller's Corner any better than Mueller did?
Beware the branch-banks. May it never be said of you that your vote helPe,d

to fasten this merciless octopus upon the land of your fathers. With a bralle,_"
in ever city of the *Union, they will absorb the money of the entire country
their greedy paws, and can you faintly picture to yourselves the tremendo"'
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Hon. L. T. MCFADDEN,
Chairman Committee on Banking and Currency,

Washington, D. C.
MY DEAR MR. CHAIRMAN: In accordance with our conversation and due to

the difficulty of appearing before your committee in accordance with your invita-
tion, I take the liberty of writing you upon the subject of unit banking as opposed
to the system of branch and chain banking. This subject is far-reaching and has
Collateral connections involving a movement that tends toward the extinction of
the middle class just as chain stores are driving out the local merchants and re-
ducing our small cities and towns to mere tributaries of a metropolitan center,
and destroying the individualism of our local community life. So far-reaching
is its relation to this subject that one can only touch the high spots in a letter.

If, in addition to the general trend of centralization of industrial, commercial,
and business life, we had a chain or branch banking system, the last vestige of
local independence would be gone and the individual independence that has made
America great would gradually be lost in the domination of centralized power.
It is the individual and not the thing that we are most interested in in America,
and the development of the individual is a far greater asset to our country than
the bigness of enterprises. When you take from a community its independent
merchants and manufacturers and business men and make them the mere agents
for metropolitan centers, you have robbed that community of its self-thinking,
self-acting, and self-progressive asset. When you have put the independent
banker in the same class and torn from him his shoulder straps, you have deprived
the community of one of its inalienable rights.
A definition of terms sometimes conduces to a better understanding. When

I speak of branch banks, I distinctly eliminate what I regard as bank offices. A
bank in a city finds its location perhaps somewhat removed from its depositors,
due to the shift of business just as in Philadelphia, business has moved up around
Broad Street from Second. Such a situation demands that a bank in order to
accommodate its patrons must establish offices in different parts of the city.
That decidedly is not branch banking. It is simply the extension of the parent
bank for the accomomdation of its own customers, and is unit banking with service
extended necessary to take care of the bank's business. The law that grants the
privilege to banks to expand their business area and have an office outside of the
four walls of the parent institution for the convenience of their customers is not
ft law for branch banks at all. It is simply permission granted to our unit bank-
ing system to meet the requirements of the changes of the location of business
activities in our various municipalities. A branch bank is an adjunct operation
outside of the home city of the parent bank.
The experience of years is usually a wise guide in business affairs. After over

65 years of experience, dating from the inauguration of the national banking
system, no American Bankers Association, at any of its sessions, has declared for
branch banking and its only recorded action is in opposition to that system.
The laws of our States on this subject are equally conclusive. In six States

the law is silent. Twenty States do not permit branches or even branch offices.
Twelve States permit branch offices only in the home city and county of the
parent banks. This makes 32 States of legal inhibition of branches and only 10
States permit the system.

Before we depart from a banking policy that has been voiced in legal statutes
as the deliberate conclusion of our people after years of trial, we should pause for
a moment at least before a "Stop, Look, and Listen" signal.
The United States Constitution has been the one charter under which free

government has permanently survived. It sufficed for the needs of 3,000,000
People on a seaboard line. It sufficed for the growth of a great nation over a
continent's expanse. It suffices to-day for over 100,000,000 people, with arms
stretching out over two seas. It survived the vicissitudes and changes, needs
and wants of over 130 years of progress of the greatest Nation on earth, with only
four fundamental changes up to the adoption of the eighteenth amendment.

Power this Frankenstein will have? It will make or unmake all Presidents, all
Congressmen, all Senators, all judges, all governors, all mayors. It will dictate
all tariffs, all taxes, all laws. None can become great without its sanction, and
it will chain to its golden chariots all men, all women, all children, just as did
the Romans in days of old. Men will no longer be free, for he who holds in his
claws all the money in the world, enslaves the nations of all the world.

THE FIRST-MECHANICS NATIONAL BANK OF TRENTON,
Trenton, N. J., July 7, 1980.
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"This Constitution that has served so well, under which has been written the
greatest story of progress, educational, industrial, religious, and agricultural i B
entitled to the greatest reverence and should not be lightly thrown aside for a
new form of government. .

Parallel this illustration with the banking system of America, a system of unit
banks under which this country has reached a prosperity greater than any nation
on earth, until our pay roll exceeds the pay roll of the rest of the world combined.
a system under which we have taken more individuals without means and without
capital and, by our local banking credit, developed more successful men of every
kind of avocation, not only than any other nation on earth, but of the whole world
combined. With this splendid picture of happiness a,nd improvement before me,
I hesitate before I take a leap in the dark and adopt the European system of either
chain banking or branch banks.

Certainly, judged by results, our unit banking system has been more of ita 1
brother's keeper than that of any other nation, and makes the student ask, " What, 1

is the complaint against the unit bank that has done so well and why change?'" 1

Restlessness is not always progress, and copying the systems of the bankrupt I
nations of Europe is not necessarily a forward step. We have won our place as 1
the creditor nation of the world. Let Europe copy our system. (

I once heard a speech on individualism as the source of progress; government /
ownership the beginning of decay. I delivered it, so of course I heard it. It ie e
the individual who does things, not the masses. You may have looked up, )1, some /
beautiful painting, like that of the Sistine Madonna. An individual painted 1
that picture, the masses never painted a picture. You may have seen a mag- I
nificent statue, harmonious in all its proportions. An individual carved that ii
statue; the government never carved a statue. The masses never made an ors- a
tion, penned a poem, shaped a cathedral, invented a machine, nor discovered a e
law of gravitation. It is individuals who take these steps of progress alone, and t]
in so far as we curb individual effort and individual initiative, we retard progress. ti
The reason why America has given us the sewing machine and the electric light, e
the harvester and reaper, telephone and telegraph, flying machine, and radio and n
the electrical marvels of the world, is because our individuals have been the it

itiNe4

captains of their own souls and have not become mere routine automatons of
gigantic enterprises. The man who is head of a small institution develops better Cl
than the man who is a mere departmental tool of a gigantic corporation. Not 

ti1

that these great enterprises are not necessary. They are profoundly necessarY ti
in America today as the leading nation of the world and the hope of civilization. 01
I, for one, most strongly advocate them, but I call attention to the fact that the 1 t•nti
big corporations, especially the large banks of our great cities, are drawing on the

country institutions of the Middle States and the South and the West an 

:

d Nes;
England, for their Presidents and their Vice Presidents, men who have developed wt nav,
not in branches, but in smaller independent institutions. Numerous instances cati
could be cited, but they might make odious comparisons.

(4.traeli9°1.171:‘ititt.1:1,‘

The distinguishing feature of America's financial system has been its numerous
independent, individual banks. This fact has stood out in a marked contrast to

the European system. America has over 24,000 practically independent banks,
each locally owned and managed by a local board of directors and officers who use
the funds of the bank legitimately for the development of the community. Con-

trast this with Great Britain that has 23 main banks and 9,476 branches, and with

France with 19 main banks and 1,351 branches.
This local banking system of ours has been one of our greatest resources and

has contributed to America's development and prosperity. The credit of these
institutions has been extended to the needs of worthy and enterprising individuals
whom the officers and directors of the various localities personally knew and in
whom they had confidence. Many a poor boy through credit extended by his taTirlfi
local bank has become a successful merchant, manufacturer, or professional man.
On the contrary, in the countries across the sea where the bank is a mere cold-

blooded proposition, individuals do not find it so easy to receive accommodations the
as they do here, where personal character, abilities, and ambition are regarded as sta.
assets. There is scarcely a community in the country where an illustration can of I
not be found of some worthy individual with ability and without capital who has
been able, through the help extended him by his local country bank, to make a 1
success in life and add to the development of his country. It has been this Per- not
sonal, humane feature of America's banking system that has made it a motive
power for progress such as the world never before saw. The reason for this i!, (ice
fundamental. It is founded upon the law of wealth as certain as the law 0' 1
gravitation. Atli



BRANCH, CHAIN, AND GROUP BANKING 2017

It is a somewhat antiquated political economy that imputes value to anything
Per se. Aside from a few of the fundamental metals and minerals, like gold and
silver, diamonds and coal, there is no value in any material thing. There is no
value in the hotels, lands, homes, public buildings, docks, wharves, and street-car
lines of any municipality—say, for instance, Atlantic City. They are not worth
a farthing. Their value and their wealth lie solely in the brains of Atlantic City's
citizens, and if all the people in Atlantic City should leave that city and none ever
return to take their places, Atlantic City as a deserted village would not be worth
the attention of the tax gatherer. Its wealth would depart with the brains of its
departing citizens. It is the brains of the individual, therefore, that are the asset
of any nation, and just as you develop the individual, you add to wealth and
Prosperity.
The independent banking system of our country has fitted in admirably and

Practically with this philosophy. It has worked with the individual and helped
him to grow industrially, educationally, inventively, and commercially. It has
Worked with him because he was a neighbor and an acquaintance and the bankers
knew and trusted him and he in turn cooperated therewith. He rose to success
through the help of his local independent bank, and rarely would have had that
opportunity had he depended upon a bank in some large center, because he would
not have known the bank and the bank would not have known him, and credit
extension would have been well-nigh impossible. In the little town of Roebling,
N. J., on the Delaware, Carl Roebling, then the head of the great John A. Roeb-
ling's Sons Co., organized a little bank that has deposits to-day of a million dollars.
It admirably serves that coinmunity. It helps to build its homes, and to finance
its merchants and public improvements. The bank takes a pride in this work,
a work of service because it is a part of the life of the community, and it touches
elbows with its needs and its wants, with its aspirations and its prosperity. If
that bank was owned by a Chicago corporation and was one of a great chain sys-
tem, this personal touch with the little village of Roebling would be lost and its
entire relation to the community would be changed. The Roebling bank would
no longer be the Roebling Bank but the bank of a foreign landlord and its interest
in individual local enterprises would diminish and the plants of purely local and
Community pride and development would deal with a foreign instead of local
credit. The chain stores—I do not criticize them nor claim they do not serve a
Useful purpose—have almost entirely eliminated the local merchant who dealt in
the same commodities they do but they are like exotics among the native flowers
of the garden.. The branch banks would eliminate the local banks as surely as
the chains are eliminating the local merchants.
The system of chain or branch banking is contrary to the spirit of American

independence which prompted us to throw off the vassalage to a foreign govern-
*tent and our local communities would resent becoming vassal and tributary to
a metropolitan banking institution, however fine. We, country bankers, and
We are largely in the majority, do not object to selecting metropolitan banks as
our correspondents. We seek their advice, we trust them with our deposits and
if the Federal reserve system would pass away so that we could give them all of
our deposits we would, but we do not propose to become tributary to their
itnperial will or become a branch of their great institution se that our community
can be drained of the idle balances of our people to feed some other section of the
country. Do not misunderstand. The resources of the local banks are always
available for all in time of need but not as a branch under some one else's corn-
Mand, but as an independent sovereign, contributing of its own free will. Met-
ropolitan banks as correspondents make a system that has all of the advantages
and none of the disadvantages of the branch-banking policy. On the beard of
the bank with which I am associated are the leading cirizens of that community.
They take a pride in that institution. They give it their advice and deposits
and term it their bank. They serve it faithfully and well but not for one moment
Would those men serve as the vassals in a branch bank or in a chain bank. Under
the branch-banking system, the country would lose the service of such men as I
IMeak of in its financial affairs, a most valuable asset, and the loss of the services
of thousands of local directors throughout this country would be a nation-wide
catastrophe.

Divison of the Central Hanover Bank & Trust Co. well said: "In banking
tenting can take the place of the man on the ground who knows local condi-
tions and the man with whom he is dealing and has the power to make his own
decisions under a responsibility only to resident ownership control."
The branch-banking system is European not American. The unit system is

AMerican not alien or foreign. In England everything is tributary to London,
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in France to Paris, in Germany partially to Berlin but with a wholly different
picture, where the bank becomes a partner in an industrial enterprise.
None of those systems could serve our needs so well as our present unit system.

In none of those countries are their farmers like our farmers or their small mer-
chants like our merchants or their small manufacturers like ours. It has been
well said that the feudalistic overlord system has no place in American banking
where the people want to deal with bankers of their own community in an insti-
tution whose stock is owned by their own neighbors and friends. May God
long postpone the day when this splendid asset of Americanism ceases to dwell
in the American heart. The American is not willing to forget his banking inde-
pendence any more than his forefathers were willing to forget their political
independence.
Two recommendations have recently been advanced for branch banking, one

is that it would improve the mechanics of banking, creating a highly specialized
body of experts who could give the branches the benefit of advice from the
parent institution.
The answer to that is most manifest. It fails to consider the human side of

the banking function. A bank is a personal institution. It does not sell goods
or manufacture material products, it deals exclusively with persons and their
possessions and thus it can only be wisely administered by people on the ground,
familiar with local conditions. Moreover, the correspondent banks willinglY
and gladly give advice on the mechanics and operations of successful banking
but more than that the A. B. A. furnishes to every institution a wonderful set
of pamphlets upon all phases of banking formula and operations that can not
be surpassed by the experts in the parent institution, wide-awake, perhaps, but
a long distance away.
The second argument, which grows out of the too many failures of banks, !II; I

advanced in a most constructive and judicial way by a distinguished public
official. This phase of the situation is presented with the suggestion that If
these institutions which have failed had been tied to a stronger parent that un- (
fortunate banking story might not have been written. The banks in question, 1
however, upon analysis of their failure are found to largely small institutions in £1
localities where perhaps no parent bank would want a branch, and the failures E
largely were due to a deflation of values in agricultural centers for which bank 1
management was not responsible and over which it had no control. The best a
banking in the world could not fail to be affected in a period of industrial or )
agricultural depression o; in a stock market crash that drags down and makes I
bankrupts out of those formerly prosperous. In any country, under any system 1
and under any management, banks would suffer under this condition of affairs.
The remedy for hard times and general economic depression is not to be found in a
branch banking any more than the purity of a stream is improved by the storage a
of its waters by dams and reservoirs. n
When the Federal reserve system was inaugurated, its advocates said, and

sincerely said, that it was panic proof, that cheap credit hereafter would alwaYs cl ,
be available, that it would stabilize conditions and that money rates would always C
be reasonable, but under that system, we recently had average higher interest re
rates than in a long period in our history, credit was scarce and dear, we had a A
stock market panic utterly unnecessary and to-day we have industrial business ti.
depression and non-employment. This boasted banking system did not fulfill n
the prophecy of its sincere proponents and no banking system can escape the CI

consequences of the laws of trade and commerce. ro
Allied to the branch banking policy, there had developed a system of holding ti

8i

companies for the ownership of bank stock and the control of the banking instl- di
tutions. I trust I am not unfair when I say that this system of chain banking 11(
through holding companies is conceived in a spirit of illegality. It clearly vio-
laths the laws, both national and state, as they now exist against branch banking. gr
A holding company of Chicago, as an illustration, might own banks in New at
Jersey, in Pennsylvania, and in other states where the law forbids branch bank' Pc
ing. These corporation owned banks would be linked together and would reallY, in
become the branches of a parent company and the anti-branch-banking laws Noll etc
thus be nullified and the holding companies would not be under the jurisdiction in
of the Comptroller of the Currency or Banking and Insurance Commissioners. , the
Tremendous publicity and propaganda have been utilized to favor this nels by

system. It changes the whole character of our banking policy, creates a foreign We
owner in the form of a corporation that is impersonal and resident in some metro- wr
politan center controlling the functions of some far distant community bank' ov,
destroying their credit humanity and ability to serve their community. The tra
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bank ceases to be owned by the people among whom it is located and is no longer
their possession. One of these holding companies through its ownership of
bank stock controls one of the largest banks in the world. This bank had at
one time 289 branches in one state alone. A local bank, owned by such a cor-
poration becomes a stranger in the community and that psychological asset
called confidence which binds the bank and the community together is destroyed.
The Financial Chronicle of October, 1927, well said:
"Credit is a commodity more important to the people than ordinary commercial

products. Tying strings to 30,000 banks and putting them in the control of
a half dozen companies certainly would not be in the public interest. The
independent bank is of immense value to the country and should be preserved at
all hazards. Every local merchant and manufacturer is entitled to credit accord-
ing to his deposits. The creating and maintenance of locally owned and operated
banks should be held sacred. The organization of local credit being free business
outside of the bank will contract or expand in accordance with the average profits
that business can earn. Thus the community and local banks go up or down to-
gether. To sacrifice this freedom to initiate new business not only by so-called
controlled credit but by means of retaining at home the earnings of its own
organized credit, must prove a detriment to a natural progress and prosperity
* * * Ownership by a holding corporation * * * pumps the profits from
the (local) reservoir and adds nothing in return. Depositors in these local banks
now about to be coralled by holding companies are not asking for this change and
are loath to see the stock of their local banks go into foreign and unknown and
impersonal hands. Local bank stock should be kept at home."
In New Jersey we held up our hands and said to these holding corporations,

"Thou shalt not enter" and we passed an act, still upon the statute books, that no
corporation should own the stock of a bank or trust company of more than 10 per
Cent and we have teeth in that law that makes it effective.
When the Federal reserve system was created, in order that it should not become

centralized, it was divided into 12 districts. The act went further and provided
that directors should be voted for by classes so that a Federal reserve bank is
always beyond the control of a majority or combination of the banks of the district,
but the holding company policy threatens this safeguard against centralized mono-
poly. It could own enough of the member banks in a Federal reserve district to
absolutely control the directorships thereof and control rediscount rates subject,
of course, to the reserve board at Washington, and use the powers of the Federal
Reserve Bank for its own corporate advantage. The possibilities of such a gigan-
tic corporation are terrifying.
But aside from the uneconomic, un-American, feudalistic spirit of branch or

chain banking, it is amateurish in its daring. Under it would arise the greatest of
all trusts, a money trust, utterly abhorrent to the American people who are our
masters. This is a case where angels fear to tread.
The chain system boasts of its progress. The other day I received a pamphlet

declaring that this movement could not be stopped any more than old King
Canute could stop the rising tides of the sea. I wonder if this pamphletier ever
read American history? He seems to forget that whether wisely or unwisely
America will not permit concentrated power in any enterprise or in any voca-
tion and when the American people take the bit in their teeth and attack a
monopoly or trust, they always go to extremes and endanger the welfare of the
country and do injustice to the object of their wrath. We have seen our rail-
roads attacked, I think unjustly, until the hysteria of the hour 40 per cent of
them were driven into receiverships or bankruptcies. We have seen our in-
dustrial combinations, manufacturing and public utilities, attacked with a ve-
hemence that sent some of their officials to jail and injured their progress. I am
sure in many cases it was unfair and unjust, indeed, in most cases. To-day Con-
gress is investigating and threatening holding corporations of railroad stocks
and the Interstate Commerce Commission is raising a red flag to frighten the
people about a danger that to me does not really exist. To-day Congress is
investigating the mergers of public utilities and the holding companies of their
stocks and spreading a propaganda of socialistic opposition that will end either
in Government ownership or in drastic laws that will injure the prosperity of
these great and useful enterprises. The man who fails to learn the lesson taught
by the resentment and anger of the American voter against concentration of
Wealth or power is indeed an amateur and whether he is right or whether he is 
Wrong in advocating branch or chain banking he invites a deluge which will
overwhelm him to his sorrow if not to his ruin. These men are like the blind
traveler who walks over the precipice. Branch banking may become our policy,
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chain banking may become our policy (I do not think it will), but when it does
the American people will rise up in their wrath as surely is the rising of the sun
and in their unreasoning and unjust indignation will visit a vengeance upon our
banking system and that will hamper constructive progress and seriously injure
our banking institutions and percipitate a financial panic such as will make the
advocates of this policy rue their folly and their blind obliviousness to American
resentment of centralized power.
At this point, allow me to say that I am not arguing as to the wisdom of this

policy, but like Elijah, to whom nobody would listen, I am pointing out to you
from the history of this country what we should all foresee and what we should
hesitate to invite—the disastrous consequences that will follow a concentration
of money power in defiance of the independent spirit of the American voter.

Let us not try to make our banks too big by reaching out into territories where
we do not belong, nor try to stretch our holding company chains even if we
have the power. The sword of Damocles hangs over our heads and it will surely
fall. I would rather be a small bank with the love of my community than a
too large institution with the resentment of my fellowmen.

I have written strongly on this subject, perhaps too strongly, because I feel
strongly. Ours is a nation of depositors. The bank, like the church, is a com-
munity enterprise, its stock a community investment, its success a community
pride. It is a community temple where the saver and the borrower meet in a
home they call their own, whose vestal fires must be kept alive by the trusted
financial priests of their own hearthstones.

Very sincerely yours,
E. C. STOKES.

The following chapter from the Laws of New Jersey are printed herewith:

[Laws of 1928, ch. 273]

AN ACT To regulate the purchase and owning by certain corporations of capital stock of banks, trust
companies, and national banks doing business in this State and in certain cases to limit and prohibit the
purchase and ownership of such stock and to provide punishment for violation thereof

1. Any corporation, other than corporations specifically exempted from the
provisions of this act, which now owns any of the shares of the capital stock of
any bank or trust company or national bank, doing business in this State, and
which shares of stock are not registered in the name of such corporation on the
books of the bank or trust company or national bank issuing or which issued the
same, shall within 60 days after the taking effect of this act cause the said shares
of capital stock to be transferred on the books of such bank or trust company
or national bank so that the same will be issued to and be registered in the name
of such corporation, and shall keep the same so registered in the name of such
corporation while it continues to be the owner of such stock.

2. Any corporation, other than corporations specifically exempted from the
provisions of this act, which now or hereafter owns any shares of the capital
stock of any bank or trust company or national bank doing business in this
State, shall not cause or permit any such shares of capital stock to be issued to or
to be registered on the books of the bank or trust company or national bank
issuing the same, in any name or names other than the name of the corporation
so owning such shares of stock.

3. Any corporation, other than corporations specifically exempted from the
provisions of this act, which now or hereafter owns more than 10 per cent of the
number of shares of the capital stock now or hereafter at any time issued and
outstanding of any bank or trust company or national bank, now or hereafter
doing business in this State, shall not purchase more than 10 per cent of the
number of shares of capital stock at any time issued and outstanding of any other
bank or trust company or national bank, now or hereafter doing business in this
State.

4. Every bank and trust company doing business in this State, as to any of its
shares of capital stock now or hereafter registered on its books in the name of
any corporation and as a condition precedent to permitting such stock to be voted
upon at any stockholders meeting, shall take and require from such corporation
a statement in writing, dated and made on a date not snore than seven days,
including Sundays and holidays, prior to the date of such meeting or any adjourn-
ment thereof, stating (a) the number of shares of the capital stock of any and
every bank, trust company, and national bank doing business in this State, owned
by it on the date of taking effect of this act, and the names and addresses of the
same; (b) the number of shares of the capital stock of any and every such bank,
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trust company, and national bank purchased by such corporation after the taking
effect of this act and the names and addresses of the same; (c) the number of shares
of the capital stock of any and every such bank, trust company, and national
bank owned by such corporation on the date of such statement and the names
and addresses of the same; (d) the date or dates of purchase of all such shares of
stock specified in (b) and (c) above; (e) the total number of shares of capital
stock of any and every such bank, trust company, and national bank issued
and outstanding on the date or dates of such purchase or purchases and on the
date of such statement; (f) that such corporation has not after the taking effect
of this act purchased any of the shares of the capital stock of any bank, trust
company, or national bank in violation of provisions of section 3 of this act. If
such statement is not furnished, such stock shall not be voted. If it appears
from any such statement that such corporation on the date of such statement
owned shares of the capital stock of any such bank, trust company, or national
bank, purchased in violation of the provisions of section 3 of this act, the said
shares of stock shall not be voted at such stockholders meeting. If it appears
from any such statement that such corporation has violated the provisions of
section 3 of this act, such bank or trust company shall inform the attorney general
and the prosecutor of the pleas of the county in which its principal office is located
of the contents of such statement.

5. Every bank and trust company doing business in this State, as a condition
precedent to transferring any of its shares of capital stock into the name of any
corporation, shall take and require from such corporation and such corporation
shall make and deliver to it, a statement in writing, dated and made on a date not
more than seven days, including Sundays and holidays, prior to the date of
offering the certificates of stock for transfer, stating the particulars required by
subsections (a) to (f), inclusive, of section 4 of this act. Until such statement is
furnished such shares of stock shall not be transferred. If it appears from any
such statement that such corporation on the date of such statement owns
shares of the capital stock of any bank, trust company, or national bank doing
business in this State, purchased in violation of the provisions of section 3 of this
act or that the shares, transfer of which is requested, were purchased in violation
of section 3 of this act, such stock shall not be transferred. If it appears from any
such statement that such corporation has violated the provisions of section 3 of
this act, such bank or trust company shall inform the attorney general and the
prosecutor of the pleas of the county in which its principal office is located of the
contents of such statement.
6. Every bank and trust company doing business in this State, as a condition

precedent to paying dividends upon any of its shares of capital stock registered
on its books in the name of any corporation, shall, on or after the date of each
and every declaration of dividends upon such stock, take and require from
such corporation and such corporation shall make and deliver to it a statement
in writing, stating (a) the information required by subsection (a) of section 4 of
this act; (b) the information required by subsection (b) of section 4 of this act;
(c) the number of shares of the capital stock of any and every bank, trust company,
or national bank doing business in this State, owned by such corporation on the
date of declaration of such dividends; (d) the date or dates of purchase of all such
shares of stock specified in (b) and (c) above; (e) the total number of shares of
capital stock of any and every such bank, trust company, and national bank issued
and outstanding on the date or dates of such purchase or purchases and on the
date of declaration of such dividends; (f) the information required by subsection
(f) of section 4 of this act. If any such statement is not furnished within six
months after the date of declaration of such dividends, they shall be forfeited to
and become the property of the corporation declaring the same. If .it appears
from any such statement that such corporation on the date of declaration of such
dividends owned shares of the capital stock of any such bank,. trust company,
or national bank purchased in violation of the provisions of section 3 of this act,
the dividends which would have been payable with respect to any such stock shall
be forfeited to and become the property of the bank or trust company declaring
the same. If it appears from any such statement that such corporation has
violated the provisions of section 3 of this act, such bank or trust company shall
inform the attorney general and the prosecutor of the pleas of the county in which
its principal office is located of the contents of such statement.

7. Any corporation which purchases shares of stock of any national bank
doing business in this State, in violation of the provisions of section 3 of this act

ishall not vote such shares of stock, now shall t cause or permit the same to be



2022 BRANCH, CHAIN, AND GROUP BANKING

transferred to it on the books of said national bank nor, shall it take or receive
any dividends declared on such shares of stock.

8. Whenever the attorney general of this State has reason or information .to
suspect or believe, or whenever it appears to the attorney general by complault
or otherwise that any stock of any bank or trust company doing business in this
State has been purchased in violation of the provisions of this act, he shall, by
proceeding in the court of chancery of this State, procure determination as to
such purchase. Such proceeding shall be by petition in the name of the State of
New Jersey, and in which the bank or trust company whose stock is involved
and the registered holder of such stock and any other person or corporation having
any interest therein to the knowledge or information or belief of the attorney I

general shall he parties defendant, and of which they shall receive such notice I

as the court shall prescribe. Notice to any absent defendant shall be given
according to the statute and rules of said court in such case made and provided. E

In any hearing thereon the burden of proof that such stock has not been pur- /
chased in violation of the provisions of this act shall be upon the registered owner
of such stock or upon any other party thereto claiming to own the same. f

If it is determined that such stock has not been purchased in violation of the c
provisions of this act, it shall be so decreed. t

If it is determined that such stock has been purchased in violation of the pro- F

visions of this act, it shall be so decreed, and it shall also be decreed that any and c
all dividends thereafter declared with respect to such stock while such stock is f
so owned shall be forfeited to and become the property of such bank or trust t
company, and that while such stock continues to be owned in violation of the r
provisions of this act it shall not be voted at any stockholders' meeting. Upon
any such determination the costs of such proceedings and any counsel fees allowed t
by the court may be decreed to be paid by the registered owner of such stock or
by any other party claiming to own the same.

If after such determination such stock ceases to be owned in violation of the
provisions of this act, its status with respect to this act may he determined and its Il
right to dividends and voting may he restored upon petition in said court by the
registered holder of such stock or other person or corporation interested therein,
of which such notice as may be prescribed by the court shall be given to the attor-
ney general and to the bank or trust company whose stock is involved. If it Is ol
determined that such stock has ceased to he owned in violation of the provisions tc
of this act, it shall be so decreed and also that all dividends declared after cessa-
tion of such ownership shall he paid without interest, and that such stock may ti
thereafter be voted. Upon any such determination the costs of such proceedings m
and any counsel fees allowed by the court shall be decreed to be paid by th
the petitioner.

9. The stock ownership permitted or prohibited by this act shall be construed or
to mean and include any ownership, owning, holding, having, or controlling directly co
in any way whatsoever, or indirectly in any way whatsoever, through any agent pr
or other representative. de

10. The words "purchase," and "purchased," as used in this act shall be be
construed to mean and include any purchase or other acquisition of ownership,
or of any right, title, or interest, directly or indirectly, in any way whatsoever, or
indirectly in any way whatsoever, through any agent or other representative.

11. Whenever in this act any statement in writing is required to be made by
any corporation, such statement shall be made in the corporation's name, shall be
under its corporate seal, and shall be signed for the corporation by its president,
vice-president, treasurer, or secretary.

12. Any corporation guilty of making in whole or in part any false statement TI
required by the provisions of this act sh9,11 be guilty of a misdemeanor and upon
conviction thereof shall be punished accordingly. 1
Any corporation guilty of violating any of the other provisions of this act me

shall be guilty of a misdemeanor and upon conviction thereof shall be punished hai
accordingly. ere
The making by any corporation of any false statement required by this act Pre

shall be deemed to be also a false statement by the individual officer or officers of
such corporation making the same, and of the individual director or directors and evi
officer or officers of such corporation ordering, or doing, or permitting the same, Pal
and he or they shall be guilty of a misdemeanor and upon conviction thereof to
shall be punished accordingly. I
Any violation by any corporation of any of the other provisions of this set hoN

other than the making of such false statement, shall be deemed to be also the ity
violation of the individual officer or officers, director or directors, ordering or
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doing, or permitting such violation, and he or they shall be guilty of a misdemeanor
and upon conviction thereof shall be punished accordingly.

In addition to the penalties otherw:se provided in this act for such violation or
violations, the charter of any corporation making any false statement required by
this act, or violating any of the other provisions of this act, shall be revoked in
appropriate proceedings by the attorney general of this State; and in case of a
foreign corporation authorized to do business in this State its permission granted
to do business in this State shall be revoked in appropriate proceedings by the
attorney general of this State.

13. Any person or persons who for the purpose of enabling any corporation to
evade or attempt to evade the provisions of this act shall permit any shares of the
capital stock of any bank, trust company, or national bank, doing business in this
State, owned by any corporation to be held or registered in his or their names,
shall be guilty of a misdemeanor and upon conviction thereof shall be punished
accordingly.

14. The provisions of this act and the penalties thereof shall not apply to the
following corporations, viz.: Banks and trust companies organized under the laws
of this State and national banks doing business in this State, nor to such banks,
trust companies, and national banks while acting in a fiduciary capacity repre-
senting any individual or individuals or the estate of any individual; nor to any
other corporation the entire capital stock of which is owned by or held in trust
for the shareholders of any bank or trust company organized under the laws of
this State or any national bank doing business in this State, in the same relative
proportion as the stock held in said bank, trust company, or national bank.

15. If any part or parts of this act shall be held to be invalid or unconstitutional,
the validity of the other parts hereof shall not thereby be affected or impaired.

ROIL Louts T. MACFADDEN,
Chairman, Committee on Banking and Currency,

House of Representatives, Washington, D. C.
DEAR SIR: It occurred to us that you might be interested•in receiving a copy

of a letter which we are sending to the American Bankers Association with respect
to the recent branch bank resolution passed at their Cleveland convention.
The letter appears self-explanatory. It is the feeling of the committee that

the resolution does not represent the wishes of anything like the majority of the
members of the American Banking Association, and we are simply challenging
them on their standing.

It is not my purpose in this letter to assign any argument for or against branch
or unit banking; however, it does appear that the demand for branch banking is
coming entirely from the bankers themselves and not from the public, since the
present institutions certainly are receiving satisfactory patronage, and since it is a
demand from the bankers it appears to us that their wishes in the matter should
be known.

Very truly yours,
J. R. ClIAPPELT.,

Vice President.

IVinona, Minn., October 22, 1930.

The AMERICAN BANKERS ASSOCIATION,
New York, N. Y.

GENTLEMEN: The action taken by those in attendance at the recent annual
meeting of the American Bankers Association with respect to branch banking
has come to the attention of this committee, which, for your information, was
created at the last annual meeting of the Minnesota Bankers Association to
Preserve the interests of the ndependent banks.
The purpose of the resolution on branch banking as adopted appears quite

evident. It apparently will be an authoritative expression to legislative bodies,
particularly to Congress in an attempt to secure the enactment of laws beneficial
to those wishing branch banking in its broadest scope.

It is not our purpose to advance any arguments for or against the resolution,
however, we feel that an issue not only associated with the welfare of the major-
ity of your members but probably affecting their very existence should not be

MINNESOTA BANKERS ASSOCIATION,
Minneapolis, Minn.
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decided by the few representatives who happened to be in attendance at the
annual meeting.
Many complaints are heard relative to the action taken. It seems certain

that it is not the representative expression of the bankers of this country nor of
your members, and we believe in fairness to those who have supported your
association for so many years that a question of such importance should be decided
by the entire membership.
We should like to suggest therefore that you mail a questionnaire to every

member requesting an expression on the resolution passed, advancing no argu-
ments for or against, and we are certain the decision will be acceptable.
Knowing that considerable expense is involved and thinking your budget

might not permit the expenditure, if the plan is accepted and funds are not
available for the purpose, this committee will gladly undertake the raising of the
necessary amount upon your request.
We believe this letter suggests fair and impartial action, and we sincerely

trust that it may receive favorable consideration and support. A copy of this
request is being mailed to some of your officers and committee members, certain
interested Members of Congress, and to certain publications.

Assuring you of our appreciation of its consideration, we are
Very truly yours,

COMMITTEE ON UNIT OR INDEPENDENT BANKING,
MINNESOTA BANKERS ASSOCIATION,

J. R. CHAPPELL, Winona, Chairman.
N. J. PETERSON, Little Falls.
EDWIN BRICKSON, Adrian.
J. J. RACHAC, Faribault.
OLUF GANDRUD, Benson.

OCTOBER 30, 1930.
Mr. J. R. CHAPPELL,

Chairman Committee on Unit or Independent Banking,
Minnesota Bankers Association, Winona, Minn.

DEAR MR. CHAPPELL: Your letter of October 17, addressed to the American
Bankers Association, was received at the general office and has been forwarded to
me as president of the association. Your suggestion is that the association,
"advancing no arguments for or against," mail a questionnaire to every member,
requesting an expression of their views upon the resolution with respect to unit
and branch banking adopted at the recent general convention at Cleveland.
I doubt very much the propriety of such action. Although myself a unit

banker and in sympathy with the maintenance of that system of banking, I feel
that any action toward ascertaining and determining the policy of the association
upon such an economic subject must be in accordance with and not in defiance
of its established law and methods of procedure.
Under the consitution of the American Bankers Association—and in what

follows, I am quoting our general counsel, Thomas B. Paton—"the supreme
authority of the association is vested in the general convention" and the constitu-
tion provides (Art. IX, Sec. 1.) that "Decisions and authorization of appropriate
action upon matters of economic, financiai, or legislative policy or upon any other
subject, shall be made by vote of a majority of the delegates present and voting
at any session of the general convention."
The above is the sole method provided by our constitution by which the

general convention, which is the supreme authority, makes its decisions upon
matters of economic policy. True, section 2 of Article IX of the constitution
provides that "in the interim between sessions of the general convention decisions
upon matters of policy and action not inconsistent with any previous decision,
of the general convention shall be made in the manner provided by the by-laws
and By-Law XI in section 3 provides, among other methods of ascertaining Or
policy of the association between sessions of the general convention, that "it
shall also be within the power of the president of the association when in his judg-
ment occasion warrants, and if authorized by four-fifths of the administrative
committee, to submit or authorize the submission of any question of policy bY
mail to the entire membership of the association, and if replies are received trout
the majority of the members and if three-fourths of the replying members concur,
the policy and action of the association shall be determined accordingly, subject
only to review and revision by the general convention."
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Section 3 further provides that "All questions of policy submitted to referendum
vote of the entire membership * * * shall be accompanied by a brief state-
ment of facts and reasons on both sides of the question." Furthermore, section 4
of this by-law provides that "all questions within the jurisdiction or scope of in-
vestigation of the economic policy commission shall, when practicable, be sub-
mitted to the commission for it investigation, findings, and recommendations
before being presented to the * * * entire membership for referendum vote.
The presentation of such questions * * for referendum vote shall be
accompanied in each case by the conclusions and recommendations of the com-
mission." But this authority for referendum, in addition to being entirely
different in form to what you suggest, does not in any event apply in this case
because it is limited to questions of policy which arise between sessions of the
general convention and which are not inconsistent with any previous decision of

I the general convention.
The subject of unit, chain and branch banking was advertised well in advance

through announcement of the president mailed direct to every member as one of
three major subjects which would be debated and acted upon at the Cleveland
convention and, further, all delegates had notice through the columns of the
American Bankers Association Journal that this important subject was to be on
the program for discussion and decision. On the convention floor the resolution
was in fact debated at considerable length prior to the voting of the delegates.
The American Bankers Association having at its Cleveland convention attended

by a large representative of delegates from all sections and after full discussion,
adopted a resolution on the subject of unit and branch banking, such policy
becomes the established policy of the association, legally and constitutionally
declared, and our organic law provides no method by which such policy can be
changed other than by vote of the delegates at a subsequent general convention.
What you are asking, in effect, is that the association, through its responsible

officials and without authority of the general convention, which was just delcared
its policy upon this subject, initiate an inquiry of all the members whether or
not they are in accord with such policy and having for its purpose the discrediting
if possible of the validity of such declared policy.
You will see from the foregoing statement of facts, therefore, that a compliance

with your request would not only be unauthorized but would be improper as in
violation of our organic law.

Very truly yours,
ROME C. STEPHENSON,

President American Bankers Association, South Bend, Ind.

MINNESOTA BANKERS ASSOCIATION,
Minneapolis, Minn., November R8, 1980.

Mr. ROME C. STEPHENSON,
President American Bankers Association, South Bend, Ind.

DEAR MR. STEPHENSON: Acknowledgment of your letter of October 30 reject-
ing our suggestion that a referendum be submitted to the members of our associa-
tion in connection with branch bank resolution adopted at Cleveland has been
delayed until it could be presented to our committee for consideration.
The delay, however, has given you an opportunity to appraise the comments

and expressions from various members and financial magazines. It must have
come to your attention that there is an overwhelming demand for such a referen-
dum, a concurrence for which has prevailed among all financial editors who
indicated sufficient interest for expression.
The interest displayed and the requests received make it mandatory that our

committee arrange for some sort of a referendum, and we believe there is an oppor-
tunity for the American Bankers Association to remove some of the criticism
directed on account of its action by undertaking this task.
You desire that the membership, due to some technical objection, accept as

final, official, and conclusive the resolution as adopted at the Cleveland convention.
May we inquire if the past association officials and committees have so acted in
accepting resolutions adopted at the preceding conventions as final and conclu-
sive. If so, permit a few facts. With several resolutions opposing branch bank-
ing appearing on the official record, your most important and active committee,
the economic policy commission, appointed in 1929, submitted an exhaustive
report at the Cleveland convention indicating a favorable position toward group
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and branch banking. All of this was in spirit contrary to the previous distii!ct
expressed wish of the membership and against the official' records of the associa-
tion. This report without a doubt led to the adoption of the branch-bank
resolution.
Has the result accomplished some selfish interest or will the committee con-

tinue study and investigation of the subject? If the latter is true, and we hope
it is, might you not suggest to this committee that in the continuation of their
work and in order to be fully informed as to the wishes of the members that they
submit an unofficial questionnaire on this all important question. The results
thus obtained will be accepted as entirely satisfactory to our committee and other
interested parties and should serve as a basis for future association action.
Knowing that you have a sincere interest in the welfare of the association, we

hope that you will not endeavor to find some technical or organic objection to the
suggestion herein contained and on the contrary will gladly and willingly do your
fair share to eventually purge the record of an act adopted by a vote of approxi-
mately 150 members from a twenty thousand membership, and an act that may
affect the future welfare and success of your association.
A copy of this letter is being forwarded to Mr. R. E. Heck, chairman of the

economic policy commission.
We shall await an early reply.

Very truly yours,
.J. R. CHAPPELL,

Chairman Committee on Unit or Independent Banking,
Minnesota Bankers Association.

SECURITY-FIRST NATIONAL BANK OF LOS ANGELES,
Los Angeles, November 29, 1930.

Hon. LEWIS T. MCFADDEN,
Chairman Committee on Banking and Currency,

Washington, D. C.

a

ec
L

MY DEAR MR. MCFADDEN: In compliance with your suggestion made when ti
you were in Los Angeles a few days ago, I beg to submit herewith some suggestions a
with respect to the amendment of the national bank act: N%

1. Capital Stock.—At present it is not possible for a national bank to have an
authorized capital stock in excess of the paid-in and issued capital stock. Under ti
the state law in California a bank may have an authorized capital, only a part of bE
which may be issued. In actual operations, in connection with the merger or co
consolidation of banks, we found it very advantageous in the old Security Trust co
& Savings Bank to have an anthorized capital stock larger than the issued an.d ba
paid-in capital stock so that the directors were in a position to authorize adch- es
tional stock either for a stock dividend or for the exchange of stock in the case of a th
merger. If the authorized stock is large than the issued stock, the directors can re
from time to time sell stock pro rata to the old stockholders when it is desired.t0
increase the paid-in capital stock. It may well happen that a bank may desire to
to increase its capital stock and add to its surplus account by selling the stock an
at an advance over the face value of the shares, giving to the capital stock the
share value and to the surplus the difference between the share value and the sale by
price. we

Authorization for the stock would, of course, be subject to the approval by the
Comptroller of the Currency, as would the issue of additional paid-in stock out of

eat,
as advertised. This would obviate any possibility of the public being deceived

the already authorized stock. If provision for authorized but unissued stock
were made, there should likewise be a provision requiring the advertising of the
amount of the paid-in capital stock whenever the amount of the authorized capital

;ehaal( 1

per cent of the actual value of the real estate and not for. a longer time than five

.of the amount of capital and surplus of the association, or of one-half of it savings

w
in this matter.

2. Real estate loans.—Under the law as it at present stands, national bank„s 

if 

torht

years. The aggregate of such loans may be made in a sum equal to 25 per cent 

may make loans secured by first lien on improved real estate not to exceed 5u dep
oi:

Wit]

deposits, subject to the general limitations contained in section 5200 of the 

w

Revised Statutes. Loans on unimproved real estate are not permitted. do £
. It would be a great help to the national banks in California if the aggregate depi
amount which may be loaned should be raisd to 60 per cent of the savings only
.deposits and if the amount that could be loaned on any one property should he If
raised to 60 per cent of the actual value of the real estate. If choice had to he dela/
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made between these two, I think the raising of the amount of the individual loan
would be the more helpful in meeting competition.
The 5-year limit seriously interferes with the making of installment loans on

homes. Loans on homes to homeowners on a monthly payment basis, which
included a steady reduction of principal as well as payment of interest, have
always been regarded as a very satisfactory type of loan and is one which we
believe could safely be made by national banks with their savings deposits. It
is very difficult at the present time to get these loans on a 5-year basis. It would
be far easier if installment loans on homes could be made with a 10-year limit.
There is an anomalous situation existing in connection with the amount that

may be loaned on a particular piece of property. Trust departments in national
banks, under a rule of the Federal Reserve Board interpreting section 11K of the
Federal reserve act, Federal Reserve Bulletin, (vol. 6, pt. 2, p. 949), may lend the
funds of a particular trust, when so authorized by the trust agreement, on real
estate in accordance with the provisions of the State act, which would govern a
State trust company if it were acting as trustee under the same trust instrument.
This means that in sucn cases a loan up to 60 per cent of the value of a particular
piece of property is possible in California. .

Savings deposits in national banks have increased rapidly in recent years and
there is every prospect that they will continue to increase, both through natural
growth and through the consolidation with national banks of State banks that
have been engaged largely in lending on real estate. This situation, as you are
aware, has already developed in California and I think we must anticipate that a
similar situation will develop in the rest of the country, if the national banking
system is to grow in the way you hope it will. If, for example, legislation should
be enacted which will permit national banks to .extend their branches within a
determined trade area or within Federal reserve limits, the result desired by such
legislation would be greatly facilitated by the amendments above suggested.

In connection with the increase in savings deposits in national banks and the
consequent increase in real-estate loans by these banks, I noted an item in the
Los Angeles Examiner of Januray 3, of this year, with the date line New York, to
the effect that "Holdings of real-estate loans by national banks of the country as
a group registered an increase of $127,000,000, or 10 per cent in 1929 as compared
with the preceding year. Realty loans approximated $1,413,000,000."
The competition of building and loan associations throughout the country for

the savings of the people is tremendously keen. The restrictions upon the national
banks in the matter of lending upon real estate make it very difficult for us to
compete successfully for many good loans. The competition with national banks
comes not alone from building and loan associations in California, but from State
banks which can lend up to 60 per cent of the appraised value for a period not
exceeding 10 years and without any limit upon the aggregate amount of loans
that may be made by a savings department or a savings bank other than the
requirement of a reserve in cash.

If amendments such as these could be adopted national banks would be helped
toward a fairer competitive position in comparison with State banks and building
and loan associations.

I am quite aware of the prejudice with respect to the making of real-estate loans
by national banks, a prejudice holding over from a time when national banks
were purely commercial banks. That condition has been enormously changed.
Practically all of the larger national banks are in reality doing a departmental
banking business and many of the smaller banks are taking savings deposits,
though possibly not lending them on real estate. There seems to be a feeling
that a national banker can lend more successfully when he is not lending on real
estate, but I do not quite know why this should be the case. Every country
banker is lending daily to a yery large exrent on his judgment of the value of the
realty holdings of his customers. Under the present situation the savings deposi-
tor in a national bank is really in a more precarious position than the demand
depositor, due to the fact that if the bank finds itself pressed its demand depositors
can insist upon payment, while notice is demanded of a savings depositor. Even
if this does not take place, the demand depositors seem to be a little more in touch
with the conditions of their banks and withdraw their money, to a certain extent,
when difficulties are encountered, while the savings depositors generally do not
do so to the same extent. This means that if the bank fails the bulk of the savings
depositors are left with whatever commercial depositors still are in the bank, with
only the poorest assets of the bank from which they can realize.

If at the same time it could be possible to segregate the assets of the savings
department and give the savings depositors a first lien upon these assets the situa-
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tion, in my judgment, would be vastly improved. Loans on real estate could
more readily be made and I suspect it would bring a more wholesome situation
in many small banks that are now lending commercially upon real estate.

With kind regards, 1 am
Sincerely yours,

HOD. Louis T. MCFADDEN,
Chairman House Committee on Banking and Currency,

Washington, D. C.
DEAR CONGRESSMAN MCFADDEN: As you, of course, learned to-day, the First

National Bank of Charlotte, N. C. suspended business this morning. One of
our friends there wired us that the failure was not unexpected and grew largely,
if not entirely, out of the bank erecting an office building costing $1,850,000.
It appears that the capital and surplus of the bank amounted to only $700,000
and the deposits only about $1,700,000.
As you probably know, the banking laws in some States provide that a State

bank shall not invest in a building and fixtures in excess of a certain percentage of
its unimpaired capital and surplus. One or two, I recall, limit the amount to
33% per cent. I think any effort to fix a percentage lacks flexibility, but there
ought to be something to restrain a national bank from doing what the Charlotte
bank did, and it is my thought that Congress could very well afford to enact an
amendment to the national bank act which would provide that in the event a
bank should desire to expend more than 33% per cent of its unimpaired capital
and surplus for a bank building and fixtures it should first obtain the approval
of the Comptroller of the Currency, or if thought desirable, the Federal Reserse
Board. Perhaps some penalty should be attached, such as creating liability
on the part of directors who voted for such an expenditure without first obtaining
the approval of the comptroller or board, as the case might be. You will recall
that there is a precedent for this in the amendment to the Federal reserve act
which prohibits Federal reserve banks from erecting buildings for headquarters
or branches in excess of a certain amount without the approval of Congress.
There could be no better illustration of the need of the legislation which I

suggest than this case of the First National Bank of Charlotte, which put $1,000-
000 more than its capital and surplus, or, measuring it another way, more than its
entire deposits, in an unliquid asset such as the building erected in this case.

This suggestion is submitted to you through no other motive than my desire
to improve the banking situation of the country, a proposition in which I know
that you and Mr. Pole, to whom I am sending a copy of this letter, are deeply
and most unselfishly interested.

Very truly yours,

EDWARD ELLIOTT, Vice President.

X

FIRST NATIONAL BANK IN DALLAS,
Dallas, Tex., December 4, 1930.

B. A. MCKINNEY.


