
FEDERAL RESERVE BOARD 602 

WASHINGTON J u l e 1 5 _ 1 9 2 g 

ADDRESS OFFICIAL CORRESPONDENCE TO S t . 5 ^ 2 2 
THE FEDERAL RESERVE BOARD 

SUBJECT: Branch and Chain Banking. 

Bear S i r : 

In submi t t ing your r e p o r t cover ing changes in "branches of member and non-
member banks dur ing the 12 months ending June 30, 1928, as r eques t ed in the Board'• 
l e t t e r S t . 5120 of October 10, 1926, modif ied by l e t t e r S t . 5^20 of December 23, 
1927, i t w i l l be a p p r e c i a t e d i f you w i l l c a l l t o the Board ' s a t t e n t i o n any e r r o r s 
t h a t may have been found i n the memorandum on branches of member and nonmember 
banks submit ted to you with the Board ' s l e t t e r S t . 5&91 February 21, 1928. 

The Board would a l s o l i k e to have you accompany your r e p o r t on changes in 
branch banking with such in fo rmat ion a s you have or can r e a d i l y ob t a in regard ing 
cha in banking in your d i s t r i c t . While i t i s d i f f i c u l t to fo rmula t e a d e f i n i t i o n 
of chain banking, i t i s g e n e r a l l y unders tood to inc lude those banks over which an 
i n d i v i d u a l , company, c o r p o r a t i o n , or group of i n d i v i d u a l s e x e r c i s e s some m a t e r i a l 
c o n t r o l or i s i n a p o s i t i o n through s tock ownership o r o therwise to e x e r c i s e such 
c o n t r o l . While the Board woulS: l i k e to have your r e p o r t on cha in banking a s com?-
p l e t e as p r a c t i c a b l e , i t should no t , of course , inc lude banks which may have one 
o r more common d i r e c t o r s but i n which the re i s no c o n t r o l or no reasonable ex-
p e c t a t i o n t h a t c o n t r o l could be exe rc i sod , nor banks wi th s u b s t a n t i a l l y i d e n t i c a l 
ownership bu t o p e r a t i n g in d i f f e r e n t f i e l d s i n the same community, such as the 
a f f i l i a t i o n which may e x i s t between a l o c a l commercial bank and a l o c a l savings 
bank. I t i s sugges ted t h a t your r epo r t on chain banking be submit ted under the 
fo l l owing heads : 

1 . Locat ion and name of c o n t r o l l i n g i n t e r e s t or group 
2. Locat ion and name of banks i n cha in 
3. Degree of c o n t r o l , i . e . , 

a . Majo r i ty of s tock 
b . S u b s t a n t i a l s tock i n t e r e s t l e s s than m a j o r i t y 
c . I n t e r - l o c k i n g d i r e c t o r a t e s 
d. Other ( s p e c i f y ) 

During r ecen t y e a r s a number of investment t r u s t s and o the r f i n a n c i a l 
co rpo ra t i ons have been organized f o r the purpose of s p e c i a l i z i n g i n bank s tocks , 
and the ope ra t ions of these companies a re l i k e l y t o r e s u l t i n cha in banking and 
no doubt in some cases have a l r e a d y done so. In view of the f a r - r e a c h i n g i n -
f l u e n c e on the banking s i t u a t i o n t h a t these c o r p o r a t i o n s may have , the Board would 
l i k e to have you f u r n i s h i t with such da ta r ega rd ing these i n s t i t u t i o n s , i f t h e r e 
a r e any in your d i s t r i c t , a s i t i s convenient f o r you to o b t a i n . 

Very t r u l y yours , 

Walter L. Eddy, 
S e c r e t a r y . 
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