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DIGEST OF STATE IAWS RELATING TO THE PURCHASE OF CORPORATE
STOCKS BY BANKS AND TRUST COMPANIES.
(Superseding X-6608)

— e

On page 456 of the Federal Reserve Bulletin for July, 1930,
there was published a. digest of State laws relating to the power
of bahks and tfust companies to invest in or purchase stocks of
other corporations, inciuding stocks of other banks and trust com-
panies, which was prepared by the Counsel'!s office of the Federal
Reserve Board with the assistance of the Counsel to the various
Federal reservé banks, and which showed the status of the.state'
legislation dealing with this subject as of March 1, 1930. The .
following digest of the laws of the several states, which was also
prepared by the office of the Board's Counsel with the assistance
of the Counsel to the various Federal reserve banks, supersedes‘the
digest published in the Federal Reserve Bulletin for July, 1930,
and shows the status of thevState legislation dealing with the pur-
chase of or investment in corporate stocks by banks and trust companies
as of August 1, 1932. The digest does not cover permission granted
to banks and trust ccmpanies to invest in or purchase stock in muni-
cipal or other public corporations, Federal reserve banks, joint
stock land banks, corporations engaged principally in foreign bank-
ing operations, safe depbsit companies, or similar institutions af-

filiated in some respects with the business of banking.
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SUMMARY OF LEGISLATION IN VARIOUS STATES

States Having Legislation Permitting Purchase Of Corporate Stocks.

By Commercial Banks

By Trust Companies

By Savings Banks.

Alabama (1)

Arizona

California (2)
Connecticut (3)
Delaware (3)

Louisiana

New Jersey

North Carolina (3)
Pennsylvania
South Carolina

Tennessee
Texas (1)
Utah

Vermont (12)

Virginia
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(1) Amount
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Alabama (1) (la)
Arizona

Arkansas

Colorado
Connecticut (3)
Delaware (3)
Florida (4)
Georgia (13)
Kansas (1)
Louisiana
Maryland
Massaclmsetts (6)
Missouri (3)
Montana

Nebraska

New Hampshire (3)
New Jersey ‘
New York (3)

Ohio (8)

Olzlahoma (9)
Pennsylvania
South Carolina (3)
Tennessee (11)
Texas (1)

Utah

Vermont (12)
Virginia

Total «.. 27
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Arizona
Connecticut (3)
Delaware (3)
Florida (4)
Louisiana

Maine (5)
Massachusetts (7)
New Hampshire (3)
North Carolina (3)
Ohio (8)

Rhode Island (10)
South Carolina
Tennessee (11)
Utah .
Vermont (12)
Virginia

Total ...1l6

of stock in other banks limited.

(la) Only trust companies doing a banking business included.’

(2) Stock of only one trust company may be purchased.

(3) Limitation placed on amount of stock may be purchased.

(4) Apparent conflict in laws of this State.

Other provisions

Iroaibit purchase of corporate stocks,

(5) ILimited amount may be invested in stocks of Maine gorpora—

ations other than banks. .
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States Haviag Legislation Permitting Purchase of Corporate Stocks (Continued)

(6) Amount of stock in another trust company limited..

(7) Investment and amount of investment limited to stocks of certain
trust companies and national banks.

(8) Purchase of banlz stoclzs prohibited.

(9) Purchase of banlz or trust company stocks prohibited.

(10) stocis of banks and trust companies and certain steam railroads
may be purchased. Similar authority is granted to savings
departments of banks and trust comnanies.

(11) Authorized to "deal in" stocks. -

(12) Stocks in certain banks only may be purchased.

(13) Only trust companies "operating as investment banlzers" included.

States Having Legislation Prohibiting Purchase of Corporate Stocks.

By Commercial Banks By Trust Companies By Savings Banks

Colorado : California : Florida (1)
Florida (1) : Florida (1) : Georgia
Georgia : Idaho (2) : Kansas
Idaho (2) : Mississippi (2) : Mississipoi (2)
Kansas : Wevada : Montana
Mississippi (2) Oregon : Nebraska
Montana : South Daltota : Nevada
Nebraska : Washington H North Dalkota
Nevada : : Oklahoma
North Dalzota : : South Dalzota
Oklahoma : : Washington
Oregon : : TWisconsin (3)
South Dalkota : : Wyoming
Washington : :
Wyoming : H

Total ... 156 Total ...8 : Total ...1l3

(1) Apparent conflict in laws of this State. Other provisions authorize
savings banks and trust companies to purchase corporate stocks.

(2) specific prohibition is aganinst purchase of banz stocl.

(3) Specific prohibition is against Mutual Savings Banks purchasing
stocks.
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States Having No ILegislation Specifically Applicable to

Commercial Banks

Trust Companies

Savings Banks

Arkansas
Illinois
Indiana

Iowa
Xentucky
Maine
Maryland
Massachusetts
Michigan
Minnesota
Missouri

Wew Hampshire
New lMexico
New Yorlk

Ohio

Rhode Island
West Virginia
Wisconsin

Total ‘e .18

(1) Provision permitting commercial banlzs and trust companies to
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Illinois

Iowa

Indiana
Kentucky
Maine
Michigan
Minnz3sota
Yew lexico
North Carolina
North Dalota
Rhode Island
West Virginia
Wisconsin
Wyoming

Total ...14
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Alabama
Arkansas
California
Colorado
Idaho
Illinois
Indiana
Iowa
Kentucky
Maryland
Michigan
Minnesota
Missouri
New Jersey
New Mexico
New York
Oregon

Pennsylvania (1)

Texas
West Virginia
Total +.+20

purchase corporate stoclks has been considered not to
apply to savings banks.

Federal Reserve Bank of St. Louis

12
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Banlzs and trust companies doing a banlzing business - Purchase
of stockrs permitted, but amount of stock in bank limited.

The laws of this State provide that banlks and trust

companies doing a banlking business "may * * * buy and sell * * *
bonds, stoclz, * * *. " (Civil Code of Alabama, sec. 6365; (om-
bined Banking Laws of Alabama, 1928, sec. 6365, p. 29). However,
"Wo banlz shall subscribe for or own exceeding ten per cemt of
the capital stoclz of any other banlz, or invest or have invested
an amount exceeding in the aggregate 25 per cent of its omn paid
in capital stoclkt in the capital stock of any other bank or banis.
Any bank acquiring capital stock in any other bank in the usual

- course of business in payment of an indebtedness owing to it,
must sell such portion of said stock as is in excess of the
amount which it is permi;c’ced to hold and own as herein provided
within one year from the time the same is acquired." (Civil
Code of Alabama, sec. 6355; Combined Banlding Laws c;f Alabama,,
1928, sec. 6355, p. 25.)

Purchase_of corporate stocks permitted.

Under the laws of this state, "No banlz, trust company or
loan association, may purchase, own, hold, or sell or othervise
dispose of the shares of the capital stoclz of any other cor-
peration, unless, such purchase shall be authorized by the exec—
utive committee or approved by the board of directors; and if
the purchase is of stock in a banz the approval of said purchase

must also be had from the superintendent."
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(Revised Code, 1928, sec. 224).
The term "ba:l-" as used above includes savings banks
(Rev. Code of 1928, sec. 209); but, in another provision of the laws
of this State which enumerates investments that may be made by sav-
ings banlts, it is provided that "7t shall be unlawful for any sav-
ings bank to invest or loan any of its capital or any of the money
of its depositors,: -in the shares, stoclzs or bonds of any mine or
mining compeny or oil company * * *,* (Laws of 1925, ch. 32.)
ARKANSAS.

Banks - no specific statutory provisions.

There are no statutes in this State specifically auth-
orizing bailts to purchase the l-inds of corporate stocks covered by
this digest. However, "no bank shall employ its moneys, difectly
or indirectly, in trade or commerce by buying and selling goods,
chattels, wares and merchandise, nor be the purchaser or holder of
its own capital stoclz, unless such security or purchase shall be
necessary to prevent loss upon a debt previously contracted in
good faith; and stock sc purchased or acquired shall, within twelve
months of its purchase, be sold or disposed of at private sale; -
aftor the expiration of said twelve months any such stock shall not
be considered as part of the assets of any ban'z.. Provided, that
it may hold and sell all kinds of property that may come into its

possession as collateral security for loans or any ordinary col-

lection or debts, in the manner provided by law. Provided, further
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that any goods or chattels coming into its possession as afore-
said shall be disposed of as soon as possible, and after twelve
months from the date of acquirement shall cease to be reclzoned

as a part of its assets. " (C. & M. Dig., sec. 695; Banking Laws,‘
1929, sec. 26, p. 18.)

Trust Companies — Purchase of stocks permitted.

Trust companies are authorized "to buy and sell ali
kinds of * * % gtocks, and other investment securities, " (Act
of April 13, 1903, sec. 2, P. 228, as amended by Acts of 1923,

Act 627, sec. 10; Banking Iaws, 1929, sec. 135, (9), p. 102).
CALIFORNIA,

Banks -~ General power to purchase corporate stocks denied.

The Bank Act of California provides that "No bank shall,
except as otherwise provided in this act, purchase or invest ifs
capital or surplus or money of its depositors, or any part of
either, in the capital stock of any corporation unless fhe purchase
or acquisition of such capital stock shall be necessary to pre-
vent loss to the bank on an obligation owned or on a debt pre-
viously contracted in good faith. Any capital stock so purchased
or acquired shall be sold by such banlk within six months there= |
after if it can be sold for the amount of the claim of such bank
against it; and all capital stock thus purchased or acquired must

be sold for the best price .obtainable by said bank within three
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~ years after such purchase or acquisition unless the superintend-
ent of banks shall extend the time of its sale for a period not

to. exceed two years. (California Bank Act, 1931, sec. 37.)

Exception - Stock in one trust company.
However, with the previous written consent of the super-
“intendent of banks, a commercial bank "may purchase or otherwise
acquire and hold the whole or any part of the capital stock of
. not more than one trust company organized and existing under the
laws of this state, and doing business in the same county in which
the principal place of business of such bank is located; provided,
however, that not more than an amount equal to twenty-five per
- centum of the capital and surplus of any such bank may be at any
one time invested in the capital stock of such trust company or
such other corporation." (California Bank Act, 1931, sec. 37).
Savings banks are authorized to meke investments of their
funds only in such stocks as are enumerated in the California
Bank Act, and there is not included in this erumeradion the kinds
of corporate stocks contemplated by this digest. (California Bank
Act, 1931, secs. 61, 62 and 145.)

Trust companies - Investment in corporate stocks prohibited.,

Trust companies are not authorized to purchase corporate
stocks of the kinds contemplated by this digest for the reason

that investments of their funds are made subject to the provisions
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governing the investment of funds by savings banks. The California
Bank Act provides that fevery trust company shall invest its capital
and surplus * * ¥ in accordance with the laws relative to the
investment * * % of funds deposited with savings banks, * * *,U

(California Bank Act, 1931, sec. 105.)

Banks may not purchase corporate stocks.

The laws of this State prohibit a bank from purchasing
Mthe stock of any other corporation, except such as it may neces-
sarily acquire in the protection or satisfaction of preVious;y
existing loans made in good faith. Any stock so acquired shall
be sold by the bank within three years, and sooner if it can be
done without impairing the bank's investment in the same." (Com-
piled Laws of Colorado, 1921, sec. 2683; Banking Laws, 1928,
sec. 33, p. 19.)

Savings banks are authorized to malke certain investments,
but corporate stocks of the kinds contemplated by this digest
are not included in the classes of authorized investments. (Com~
piled Laws of Colorado, sec. 2685; Banking Laws, 1928, sec. 35,
P. 20).

Trust Companies authorized to buy and sell stocks.

Trust companies "incorporated under the provisions of
this act are duly authorized: * * * To purchase, invest in
and sell stocks * * %%, (Compiled Iaws of Colorado, 1921,

sec. 2765; Banking laws, 1928, sec. 128, p. 66.)
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CONWECTICUT.

Purchase of corporate stoclts permitted up to certain amount.

Banks and trust companies, under the laws of this State,
"may purchase and hold corporate securities of any description, pro-
vided the total amount of the purchase price invested in corporate
stocks shall at no time exceed ten per centum of its combined
capital, surplus and undivided profits, and provided its investment
in the stock of any one corporation shall exceed neither five per—
cehtﬂm=of'the stock of that corporation nor three per centum of
such combined capital, surplus, and undivided profits, except that
such corporate stocks as were owned on April 1, 1931, may be re-'
tained * * * ¥ (General Statutes of Conn., sec. ‘3885, as amended
by P.A.-1931, -ch.-508a; Banking laws, 1931, sec. 3885, p. 17.)

Savings banks and banks and trust companies maintaining
savings departments, may make limited investments of their-savings
deposits in the stock of ertain banks and trust companies located
in the State of Connecticut and certain cities in other States.
(General Statutes of Conn., Revision of 1930, sec. 3908; and sec.
3995 (26); Banking Laws, 1931, sec. 3908, p. 28; and sec. 3995
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DETATWART.

Banks and Trust Companies may purchase stocks.

The laws of Delaware provide that "No bank or trust com-
pany shall invest more than twenty-five per centum of its total
capital, surplus and undivided profits in the stoclz, bonds or
other obligations of any one corporation or political entity or
political division except bonds or other obligations of the United
States, of the State of Delaware, or of any county, city, town
or school district in this State. " (Act of March 31, 1921, sec.
13; Banking Laws, 1929, p. 26.)

The term "bank" as used in the above excerot from the
laws of Delaware includes savings banks. (Act of March 31, 1921,

sec. l; Banking Laws, 1929, sec. 1, p. 14.)

FLORIDA.

Banks and Trust Companies may not purchase stocks.

It is unlawful "for any bank or trust company orgenized
under the laws of this State and doing business in this State, to
directly or indirectly invest any of the funds of said bank or trust
company in stock of any incorporated company in this State or else-
where * * * U (Compiled General Laws of Florida, 1930 Supp., sec. 6084)

Savings Banks may purchase banlz stocks.

The capital and deposits of a savings bank and the income

derived therefrom may be invested "in the stock of any bank incor-
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porated under the authority of this State, or the stock of any banz-
ing association incorporated under the authority of the United States
* % ¥M,  (Compiled General Laws of Florida, 1927, sec. 6120; Banking
laws, 1926, p. 30.)

Trust Companies may purchase stocks.

A trust company in this state "shall have powers: * * *
to purchase, invest in and sell stocks, * * *," (Compiled General
Laws of Florida, 1930 Supp., sec. 6126 (10))
NOTE: It will be observed that there is an apparent
conflict in the laws of this State and it is under- .
stood that none of the statutes above referred to has
received judicial construction.

GEORGIA.

‘Banks may not purchase stocks.

Under the laws of this State "o bank shall subscribe for,
purchase, or hold stock in any other bank * * * nor in any other cor-
poration unless the same shall have been transferred to it in satig-
faction of a debt previously contracted, or shall have been purchased
at a sale under a power contained in a note or other instrument by
which it was pledged to the banlz or under a Jjudgment or decree in its
favor, and all such stock shall be disposed of by the banlt within six
months, unless the Superintendent of Banks shall extend the time for
good cause shown." (A.méndments to Banking Act of Georgia approved
Auvgust 25, 1927, sec. 10)

The term "bark¥ as used in the laws of Georgia includes
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savings banks. (Banking Act of Georgia, 1919, as amended, 1925,

Article 1, sec. 1l.)

Trust Companies operating as investment bankers may deal in stocks
and bonds.

"Trust companies, operating as investment bankers,‘
and maintaining departments for the purchase and sale of securities,
may purchase for resale whole issues or parts of issues of stocks,
bonds and debentures of industrial, railroad and public service cor-
porations and other investment securities, and may resell and deal
in the same, under such regulations as may be prescribed by the
Superintendent of banks. " (Trust Company Act of 1927, sec. 54)
IDARO.

Purchase of bank stocks prohibited.

"o Bank shall * * * purchase any shares of * * * any
other bank wherever organized, or situated * * * unless such * * *
purchase shall be necessary to prevent loss upon a debt previously
contracted in good faith; and stock so purchased * * * shall within
six months from the date of acquirement be sold or disposed of at
public or private sale; after the expiration of six months any such
stock shall not be considered as a part of the assets of such bank."
(Laws of 1925, ch. 133, sec. 29; Bank Code, 1925, sec. 29, p. 18.)

Savings banks are empowered to make certain investments
of their funds, but they do not have the power to invest in the
kinds of corporate stocks contemplated by this digest. (Laws of

1925, ch. 230, sec« 2, as amended by Laws of 1929, ch. 54, p. 73.)
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The term "bank " as used in the Idaho laws includes trust

companies. (Laws of 1929, ch. 192, p. 353, amending sec. 2, ch.

133, Laws of 1925). There is also an express provision provid-

ing that trust companies are authorized to purchase, invest in

and sell such securities as are permitted in the case of commer-

cial banks. (Laws of 1929, ch. 192, sec. 2, amending laws of

1925, ch.133, sec. 5.)

ILLINOIS.

- No statubtory provisions.

The statutes of Illinois contain no provisions authoriz-
ing or prohibiting banks or trust companies to purchase corporafe
stocks.

INDIANA.

Commercial banks or trust companies — No specific statutory provisions.

The statutes of Indiana contain no provisions specifically
authorizing or prohibiting commercial banlss or trust companies to

purchase corporate stocks.

Savings banks not permitted to purchase cerporate stocks contem-
plated by this digest. :

Savings banks may "invest the money deposited therein'" only
in such bonds, notes, etc., as are speeifically enumerated, and there
is not included in this enumeration any corporate stocks of the kinds
contemplated by this digest. (Acts of Extra Session of 1869? p. 104,
sec. 19, as amended by Acts of 1875, p. 129, Acts of 1893, p. 273, Acts

of 1903, p. 211 and Acts of 1917, p. 416.)
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Investment in corporate stocks of the lzinds contemplated by this
dlgest proh;blted. :

The laws of Iowa provide that banks and trust companies
shall invest only in such stocks, bonds, and securities as are spe-
cifically enumerated therein, and there is not ihcluded in this
enumeration any stocks of the kinds contemplafed by this digest.
(Banking Laws, 1929, ch. 413; secs. 9183, 9183-Cl; ch. 415, secs.

) . 9269, 9271; ch. 416, sec..9284;.ch. 416-A1, seé. 12772). These laws

~also provide that "No state bank, savings bank, or trusf company
shall make any‘loan or discoﬁnt on the security of the shares of
its own capital stock, or be the purchaser or holder of any shares,
unless such security or purchase shall be necessary to prevent loss
upon a debt previously contracted in good faith; and stock so pur—
chased or acquired shall be sold at public or private sale, or
otherwise disposed of, within one (1) year from the time of its
purchase or acquisition unless the time is exterded by the super-
intendent of banking. " (Banking Laws, 1929, ch. 413,
sec, 9184).

| RANSAS.

Banks may not purchase Corporate Stocks.

A bank " shall not invest any of its funds in the stock
of any other bank or corporation * * *. .(Session Laws of Kansas,

1927, p. 126; Benking Laws, 1929, sec. 11, p. 6.)
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The term "banlz" as used in the above excerpt from the laws
of Kansas includes savings banks. (Laws of 1897, ch. 47, sec. 35,
as amended by laws of 1907, ch. 64, sec. 1l; Banking Laws, 1929,

S€Cs 36, p‘ 14.)

Trust.Companies authorized to purchase stocks.

A trust company in this State may "buy and sell all kinds
of * * % gecurities and stocks: Provided, that the total investment of
any such trust company in bank stock shall at no time exceed one-fourth
its paid-up capital stock; * * * Provided, that the total investment in
bank stock held by any trust company in excess of one-fourth of its
capital shall be disposed of within two years from the passage of this act."
(Revised Statutes of Kansas, 1923, sec. 17 - 2002; Fanking Laws, 1929,
sec. 2, pp. 38 and 39.)

KENTUCKY «

No statutory Provisions,

The laws of Kentucky contain no specific provisions with
reference to the purchase of corporate stocks by banlks or Srust
companies. With reference to banks, the law does provide that no
bankz shall employ its moneys, diréc’cly or indirectly, in any enter-
prise or business except as authorized by law; bui the right to pur~
chase corporate stocks does not appear to be authorized by law, (Car-
roll!s Kentucky Statutes, 1930, secs. 579, and 582; Banking Laws,

1926, secs. 579 and 582.)
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Trust companies are not authorized expressly to purchase
corporate stocks, .but the law does provide that "the capital stock
of a trust company, and the funds in its possession, not held in
a fiduciary capacity, may be invested in such manner as the di-
rectors deem prudent and safe; * * *,! (Carroll!s Kentucky Stat-

utes, 1930, secs. 606 and 614; Banking Laws, 1926, secs. 606 and 614).

LOUISIANA.

Purchase of any Corporate Stocks Permitted.

Banlzs and trust companies are empowered "toﬂfeceive, héld,
purchase, acquire and convey, by and under their corporate name,
such property, real and personal, including bonds, stocks and se- |
curities,of the United States, or of any of the Unit ed States, or
of any corporation, board or body, public or private theréof, as
may be necessary, proper or convenient fo the objects of the asso-
ciation, and to exercise in relation thereto, all the direct and
incidental rights of ownership. " (Laws of 1902, Act. No. 45,
sece 1 (2) and sec. 7, as amended by Act No.. 238 of 1910, and Act
No. 179, as amended; Banking Laws, 1928, sec..1l (2),.p. 26, sec. 7,

ps 30, secs. 1 =32, pp. 3=21)
MAINE..

"rust and banking companies" - No specific statutory provisions.

The laws of Maine do not contain any provisions expressly

authorizing "trust and banking companies" to purchase corporate.
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stocks, but the laws do give such companies the power "to hold and
enjoy all such estate, real, personal and mixed;vas may be obtained
by the investment of its capital stoclkk or any other moneys and funds
that may come into its possession in the course of its business and
dealings, and the same sell, grant and dispose of; * * *.,! (Pub-
lic Lews, 1923, ch. 144, sec. 61; Banking Laws, 1927, sec. 61, p. 41.)

Savings banks may invest in stoclz of Maine corporations other than
banking corporations - Amount of investment limited. -

"Savings banls and institutions for savings may here-

after invest their funds as follows, and not otherwise:
B oKk ok ok ko ok ok ok sk K ok ok % K ok ok ok ok % ;

‘"(a) 'In the stock of any Maine corporation, other than a
banking corporation, actually conducting in this state the
business for which such corporation was created,vprovided such
corporation has for a period of three years next preceding
the investment earned and received an average net income
equivalent to at least six per cent upon the entire outstand-
ing issue of the stock in question.

"(b) The agsregate of all investments made by any bank in
stock shall at no time exceed five per cent of its deposits,
and not more than one per cent of the deposits of such bank
shall be invested in the stock of any single corporation.

No such bank shall hold by way of investment or as security

for loans, or both, more than one-fifth of the capital stock
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"of any corporation; but this limitation shall not
apply to assets acquired in good faith upon. judgments
for debts or in settlements to secure debts.". (Public
Iaws, 1923, ch. 144, as amended, sec. 27; Banking
Laws, 1927, sec. 27, pp. 12 and 22.)
MARYLAND.,

Purchase of Corporate Stocks permitted to Trust Companies.

Trust companies are given the poﬁer "to exercise, by its
directors, duly authorized officers or agents,‘all such powers as
shall be usual in carrying on the business of banlking * % % Dy
purchasing, investing in and selling stoclzs, * * * and other se-
curities * * *", (Bagby's Code, Article 11, sec. 46; Banking Laws,
1927, sec. 46 (9), p. 23.)

Banks - No specific statutory provisions.

There do not appear to be any provisions in the laws of
Maryland specifically authorizing or prohibiting banks to purchase
corporate stocks.

MASSACHUSETTS.

Purchase of Corporate Stocks by Trust Companies permitted.

A trust company may Mnvest its money or credits, whether
capital or general deposits, in the stoclkks, bonds or other evi-
dences of indebtedness of corporations or of associations or
trusts, * * *" (General Laws, Ch. 172, sec. 33; Trust Company

Pamphlet Laws, sec: 33, p. 21.)
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Limitation upon Purchase of Stocks in other Trust Companies;

The laws provide, however, that "No trust company shall
hold more than ten per cent of the capital stock of any other
trust company". (General laws, Ch. 172, sec. 43; Trust Company
Pamphlet Laws, sec. 43, p. 23.)

Savings Bankzs may Purchase Certain Bank and Trust Company Stoclzs—
Amount limited. -

Savings banks may invest their deposits and income de-
rived therefrom "In the stock of a trust company incorporated under
the laws of and doing business within this commonwealth; or in the
stock of a national banking association located in the New England
States and incorporated under the authcrity of the United States,
which has paid dividends of not less than four per cent therein in
cash in each of the five years next preceding the date of such in-
vestments and the amount of whose surplus is at least equal to fifty
per cent of its capital; but a savings bank shall not hold, both

by way of investment and as security for loans, more than twenty-
five per cent of the stoclz of any one such company or association,
nor shall'it hold by way of investment stock of such companies
and associations having an aggregate initial cost in excess of
fifteen per cent of the deposits of such savings banlz, or stock of
any one such company or association having an ini.ial cost in excess
of one per cent of the deposits aforesaid.," (General Laws, ch. 168,
sec. 54, (7th), as amended by Acts of 1929, ch. 315, sec. 1; Savings

Banks Pamphlet Laws, sec. 54 (7th), p. 39.)
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MICEIGAN.

Purchase prohibited of l:inds of corporate stoclks contemplated by
this digest.

The laws of Michigan provide that banlzs and trust
companies may only purchase certain specifically enumerated stocls,
bonds and other securities, and this enumeration does not include any
of the stocks contemplated by this digest. (Laws of 1919, Act. No.
94, sec. 1; Laws of 1929, Act No. 65, sec. 4 and Act No. 67, sec.
24; Laws of 1931, Acts No. 14 and No. 238.)
MINNESOTA.

Purchase of corporate stoclzs contemplated by this digest not permitted.

The statutes of Minnesota provide that banlzs and trust
companies may only purchase or invest in such stoclts, bonds, etc.,
as are specifically enumerated, and there is not included in this
enumeration any of the stoclis contemplated by this digest. (G.S.
1923, secs. 7649, 7663 and 7714, as amended by laws of 1927, ch,

368 and ch, 422, and by Laws of 1931, ch. 296, and secs. 7716, 7735,
7738, 7740 and 7810). |
MISSISSIPPI.

Purchase of banlt stocls prohibited.

The laws of this State provide that "™Wo part of the stock
of any banlz * * * shall be owned by any bank under the provisions

of this act. Any such stociz owned by any bank at the time this act
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takes effect shall be disposed of within twelve months after such
time. In cases where such stock is taken as collateral and the
purchase thereof shall be necessary to prevent loss upon a
debt previously contracted in good faith, then‘in such cases
such stock shall be sold by the bank within twelve months from the
time that it was required." (Laws of Mississippi, 1922, Chap. 172,
sec. 49; Brown's 1925 Miss. and Federal Statutes pertaining to
Banks and Banking, P. 71.)
The term "bank" as used in the laws of Mississippi in-
cludes trusf companies and savings banks. (Laws of Mississippi, 1914,
chap. 124, sec. 66; Brown'!s 1925 Miss. and Federal Statutes per—
taining to Banks and Banking, P. 72.).
MISSOURI.

Purchase by Trust Companies of (orporate Stocks Limited.

A trust compahy "shall not invest or keep invested in the stock
-of any private corporation an amount in excess of fifteen per centum
of the capital and surplus fund of such trust company; nor shall it
purchase or continue to hold stock of another bank or trust company
if by such purchase or contimued investment the total stock of such
other bank or trust company owned and held by it as collateral will
exceed fifteen per centum of the stock of such other bank or trust
company: Provided, however, that this limitation shall not apply
* * % to the ownership by such trust company or its stockholders of
a pért or all of the capital stock of one bank organized under the
laws of the United States or of this State." (Paragraph 9, sec. 5429,

Rev. Stats. of Mo., 1929)
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Thgre are no statutory provisions in this State governing the
purchase of corporate stocks by banks; and the Missouri courts have held
that, in the absence of express authority, one bank cannot purchase the

shares of stock of another bank.

MONTATA .

Banks prohibited from purchasing stocks.

A commercial or savings bank is prohibiied from.purchasing ”
or investing "in the capital stock of any corporation, uﬁless the
purchase or adquisition of such capital stock shall be necésséry to
prevent loss to the bank on a debt previously contracted in éood faith.
Any - capital stock so purchased or acquired shall be sold by such bank
within six months thereafter, if it can be sold for the amount of the
claim of such bank against it; and all capital stock thus purchased or
acquired must be sold for the best price obtainable by said bank within
one year after such purchase or acquisition." (Laws of Montana, 1927,
Chap. 89, sec. 39; Banking Laws, 1927, Sec. 39, p. 32.)

Trust Companies authorized to purchase stocks.

The laws of Montana authorize the organization of trust
companies which may invest in corporate stocks and other secﬁrities,
and also provide as follows: "The board of directors of any
such corporation (trust company) is authorized to invest the capital
and assets of said corporation ¥ % % in * * shocks and bonds of cor-
porations * * % (Laws of Montana, 1927, Chap. 89, sec. 4(c) (8),
and sec. 26; Banking lLaws, 1927, sec. 4 (c) (8), and sec. 26.) |
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Investment Commanies may purchase stocks.

The laws of Montana authorize the formation of investment
companies with the nower to receive deposits. These companies are
authorized to buy and sell stocks as well as other securitiés{‘
(Laws of Montana, 1927, Chap. 89, sec. 4(d); Banking Laws, 1927,

sec. 4(d).)
NEBRASKA.

Banks — Purchase of Corporate stocks prohibited.

The laws of this State -rovide that no bank “éhali ok %
be the purchaser or holder of * * * the shares of any corporation,tn~
less such * * * purchase shall be necessary to nrevent loss upon
a debt previously contracted in good falth; and such stock so.purh
chased or acquired shall, within six months from the ¥ime of ité
purchase be sold or dignosed of at »ublic or nrivaje sale; or in
default thereof, a receiver may be appointed to close up the business
of the bank: Provided, in no case shall the amount of stock so
held exceed ten per cent of the paid-up capital of such bank."
(Comp. Stats. of Nebraska, 1929, sec. 8—137; Banking Laws, 1929,
sec. 8006, p. 12.)

Savings banks are not permitted to purchase corporate stocks.
(Comp. Stats. of Nebraska, 1929, sec. 8~155; Banking Laws, 1929,

sec. 8016, p. 18.)
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Trust Companies = Purchase of corporate stocks permitted.

Trust companies have the »ower "to buy, hold and own and sell
* * % gtocks, * * * and other investment securities".. (Comp. Stats..

of Nebraska, 1929, sec. 8-206.)

NEVADA.

Purchase of corporate stocks prohibited.

Under the laws of this State, "No bank shall * ok iﬁvest
any of its funds in the stock of any bank or trust company or
corporation, * * * . " (Comp. Laws of 1929, sec. 662.)

The word "bank" as used in the banking law of Névada in-
cludes savings banks and trust commanies. (Comp. Laws of 1929,

sec. 724)

NEW HAMPSHIRE.

Purchase of Corporate ftocks permitted. -

Trust companies are authorized and empowéred "to negotiate,
purchase and sell stocks, bonds and other evidences of debt; to do
a general banking business; and to conduct a savings department."

(Public Laws, ch. 265, sec. 3l; Banking Laws, 1929, sec. 31, mn. 41.)

Limitation wpon such wmurchase.

The laws of this State provide, however, that "The total
liabilities of a person, firm or cormoration, including in the
liabilities of a firm the liabilities of its several members,

for money borrowed of the commercial department of a trust com-
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pany or other dorporation of a similar character, whether organized
under thé provisions of this chaﬁter or otherwise, shall at no time
exceed ten ner cent 5f its capital‘stbck actually paid in and sur-
plué, nor shall such corporation -Hurchase or hold, by way of ipvest«
ment, the stocks and bonds of any corporation to an amdunt in excess
of said‘ten ber cent"., (Public Laﬁs, ch. 255, sec. 37; Bénking
Laws, 1929, sec. 37, . 42.)

Savings Banks and Savings Departments of Banks and Trust Companies.

Subjeét to certain limitations, savings banks.and savings
denartmentsof banking and trust companies may invest in the capital
stock of banks, trust companies and certain other corporations. |
However; such investments are limited, in the case of anyvong COT—
poration, to 5% of the deposits of the »Hurchasing savings banks.or
savings departments of banking and trust companies. (Public Laws,
ch. 260; 'sec. 16, ch., 262, secs. 1, 7,8,912, 13, 14, 15; Bank-
ing Laws, 1929, sec. 16, p. 7, secs. 1, 7, 8, 9, 12, 13, 14, 15
and pp. 20, 23-29.)

NEW JELSEY.

Banks (other than savings banks) and Trust Companies authorigzed to
purchase Corporate Stocks.

Banks (other than savings banks) "in addition to the power
and authority now conferred upon them, shall be authorized to
purchase, invest in and sell stocks of corporations". (Laws of

1927, ch. 12; Banking Laws, 1930, sec. 10, Ve 59;)
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Trust companies are authorized "to purchase, invest in
and sell stocks * * % and other gsecuritieg; * * *U, (Laws of
1899, ch. 174, sec¢. 6 (10); Banking Laws, 1930, sec. 6 (10),
p. 75.)
Savings banks may only invest in certain specifically
enumerated securiﬁies, and there is not included in thié enumer-
ation any of the corporatevstocks contemplated by this digest;

(Laws of 1931, 167.)

NEW MEXICO.

Commercial banks and trust companies - No express statutory provisions.

There do not apoear to be any provisions in the laws of
New Mexico expressly permitting or prohibiting commercial banks
and trust companies to wurchase stocks in other cbrporations.
Trust companies, however, are authorized "* * * to purchase,
invest in and sell all kinds of * * * investment securities“;
(1929 New Mexico Statutes Annotated, sec. 13—803,Aparagraph 7
Bank Code, 1929, sec. 60(7), p. 22); and, with reference to
commercial benks, the laws of New Mexico provide that " * * *
no bank shall at any time have invested more than thirty per
cent of its unimpaired capital and surplus in the notes, bonds.
or other securities of any person, firm or corporation * * *“.'
(1929 New Mexico Statutes Anaotated, sec. 13-137; Bank Code,

. 1929, sec. 36, p. 15.)
Savings banks may only invest their deposits in certain

specifically enumerated securities, and there is not included
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in this enumeration any of the corporate stocks contemplated by
this digest. (1929 New Mexico Statutes Annotated, sec. 13-201;

Bank Code, 1929, sec. 56, ». 20.)
NEW YORK.

Trust companies permitted to purchase stocks.

Trust companies have the power "to purchase, invest in
and sell stocks * * * and other securities; * * *', (Banking
Law, sec. 185 (9).)

Limitation upon purchase of corporate stocks.

A trust company "Shall not invest or keep invested in the
stock of any orivate corporation an amount in excess of ten percen-
tum of the capital and surplus of such trust company; nor shall
it purchase or continue to hold stock of another moneyed cor—
poration if by such purchase or continued investment the total
stock of such other moneyed corporation owned and held by it
as.collateral will exceed ten per centum of the stock.of such
other moneyed corporation, * * * ", (Banking Law, sec. 190 (9).)

Banks ~ No. statutory provisions, but purchase generally of
corporate stocks held prohibited.

Banks proper and savings banks are vermitted to purchase
certain classes of cornorate stocks, but none of these stocks
is of the type contemplated by this digest. (Bankihg Law, secse.

106 and 239.)
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The banking department of the State of New York has held
that banks have no. authority to buy stocks other than those
classes above referred to, and the courts‘in this State have
rendered decisions to the efféct that banks can not purchase
stocks of other corjorations for the nurpose of selling at a
profit, can not become stockholders in a railroad corworation,

and can not purchase State stocks to sell at a profit.

NORTH CAROLINA.

Purchase of Corporate Stocks permitted, but amount of nurchase
limited.

"No bank shall make any investment in the capital stock
of any other State or National bank; Provided, that nothing
herein shall be construed to prevent the subscribing to or pur-
chasing of the capital stock of * * * central reserve banks,
having a capital stock of more than one million dollars; by.
banks doing business under this chapter, upon such terms as may
be agreed upon. To constitute a central reserve bank as con-
templated by this chapter, at least fifty mer cent of the
capital stock of such bank shall be owned by other banks."
(Dode of North Carolina, 1931, sec. 220(c); Benking Laws,

1931, sec. 220(c), p. 20.)

Limitations upon Purchase of Stocks.

"The investment of any bank in the capital stock of

such central reserve bank * * *, shall at no time exceed ten
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per cent of the paid-in capital and nHermanent surplus of the
bank making same. No bank shall invest more than fifty per
cent of its permanent surplus in the stocks of other corpor-
ations, firms, partnership; or com@anies, unless such stock is
purchased to protect the bank from loss. Any stocks owned or
hereafter acquired in excess of the limitations herein imposed
shall be disnosed of at public or private sale within six
months after the date of acquiring the same, and if not so dis-—
posed of shall be charged to profit and loss account, and no
longer carried on the books as an asset. The limit of time in
walch such stocks shall be disposed of or charged off the books
of the bank may be extended by the commissioner of banks if in
his judgment it is for the best interest of the bank that such
extension be granted." (Code of North Carolina, 1931, sec.
220(c); Banking Laws, 1931, sec. 220(c) p. 20.)

Commissioner of banks may susvend limitations on amount may purchase.

"The board of directors of any bank may, by resolution
duly vassed at a meeting of the board, request the commissioner
of banks to temporarily suspend the limitations on loans and
investments as same may apply to any particular loan or invest—
ment, which said bank desires to make in excess of the provisions
of sections 220(b), 220(c), * * * . Upon receipt of a duly
certified copy of such resolution, the commissioner of banks
may, in»his discretion, suspend the limitations on loans and
investments in so far as it would‘apply to the loan or investment
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which such bank desires to make." (Code of North Carolina, 1931,
sec. 220(e); Banking Laws, 1931, sec. 220(e), p. 21.)

Purchase of 8tock of Corporation Owning Land or Building used by Bank.

A bank may invest "fifty ner cent of its unimpmaired capital
and permanent surplus in the stock or bonds of a corporation owning
the land, building or buildings occupied by such bank as:'its bank-
ing home“;and.a bank may not be compelled "to surrender or dispose
of any investment in the stock or bonds of a corporation owning
the lands or buildings occupied by such bank as its banking home, :
if such stocks or bonds were lawfully acquired prior to the rat—-
ification of this Act;  Provided further, however, that the com—
missioner of banks may, in his discretion, authorize banks located
in cities having a population of more than five thousand, accord-
ing to the latest United Sﬁates census, to invest an amount

- greater than fifty per cent of its unimpairéd capital and per— -
manent surplus in the stocks or bonds of a corporation owning
the land, building or buildings occupied by such bank as its
banking home.". (Code of North Carolina, 1931, sec. 220(Db);
Banking Laws, 1931, sec. 220(b), p. 19.)

Definition of term "bank",

"The term ‘bank! shall be construed to mean any corporation,
partnership, firm, or individuwal receiving, soliciting, or accept—
ing money or its equivalent on deposit as a business: Provided,

2 however, this definition shall not be construed to include build-

ing and loan associations, Morris plan companies, industrial banks
1
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or trust companies not receiving money on deposit." (Code of

North Carolina, 1931, sec. 218(a); Banking Laws, 1931, sec. 216

(a), 0. 3.)

NOQRTH DAKOTA.

Purchase of Corporate Stocks by Banks prohibited.

"No bank except as in this section specifically author-
ized, shall * * * employ or invest any of its assets or funds in
the stock of any corporation, bank, partnership, firm or associa-
tion, nor shall it invest any of its assets in speculative margins
of stocks, bonds, * * *.W (Laws of 1931, ch. 96, sec. 33, p. 145.)

The above prohibition is expressly made apnlicable to sav-

ings banks. (Laws of 1931, ch. 96, sec. 49 (i), p.-159.)
0HIO0.

Banks (other than savings banks) not permitted to purchase
corporate stocks of kinds covered by this digest.:

Banks, other than.savings banks, are authorized to make
certain investments of their capital, surplus, undivided profits
and deposits in certain securities, stocks and bonds, but appar-
ently they are not authorized to make investments in the kinds
of corporate stocks contemplated by this digest.. (Throckmorton's
Code of 1929, secs, 710-111, 71C~llla, 710-121; Banking Laws,
1928, secs. 710-111, ?710-1lla, 710-121,)

‘ Savings banks ~ purchase of bank stocks forbidden, but "stocks
of companies" may be purchased.

A savings bank 1s empowered to invest its funds in
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comprising the séme, dividends have been earned and paid for five
consecutive years next nrior 4o the investment and stocks of com—
panies taken on a refinancing plan involving an original invest-
ment, which was legal at the time it was made: provided, every
such investment shall be authorized by an affirmative vote of a
majority of the board of directors of such savings bank"; but "No
purchase or investment shall be in the stock of any other corpor—
ation organized or doing business under the provisions of Section
710-41 (concerning }ncorporation of commercial and savings banks
and trust companies) or Section 710-180 (concerning smecial plan
banks) of the General Code or of the National Banking Act of the
United States'. (114 Ohio Laws, p. 153, sec. 1, amending Throck-
morton!s Code of 1930, sec. 710-140(b).)

Trust Companies — Purchase of bank stocks prohibited, but other cor—
porate stocks may be purchased.

"A trust company may invest in * * * stocks and bonds of cgr—
porations when authorized by the affirmative vote of the board of
directors, or of the executive committee of such trust company" but
the prohibition against savings banks nurchasing bank stocks is also
imposed upon trust companies. (Throckmortonts Code of 1929, sec.

710-166; Banking Laws, 1928, sec. 710-166, . 64.)

OKLAHOMA.

Banks ~ Purchase of any kind of corporate stocks prohibited.

A bank "shall not invest any of its funds in the stock of

any other bank or cornmoration * * *, # (Oklahoma Statutes, 1931,
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sec. 9135; Banking Laws,; 1926, sec. 11, pn. 15.) The Constitution
of Okléhoma also provides that "No trust company, or bank or bank-
ing company shall own, hold or control in any manner whatever, the
stock of any other trust commany or bank or banking company, except
such stock as may be pledged in good faith to secure bona fide
indebtedness, acquired upon foreclosure, execution sale, or other-
wise for the satisfaction of debt; and such stock shall be disposed
of in the time and manner hereinbefore provided." (within twelve
months from the date of acquisition). (Constitution of Oklahoma,
Article 9, sec. 41.)

Trust Companies — May purchase any kind of stocks, except in a

banlk or in another trust commany.

Trust companies are given the power "to buy and sell * * *
all kinds of * * * gtocks, and other investment securities".
(Oklahoma Statutes, 1931, sec. 9206; Banking Laws, 1926, sec..
119(9), n. 64.)

In view of the above provision of the Olklahoma Constitution
prohibiting a trust company to "hold or control in any manner
whatever, the stock of any other trust cormpany or bank or banking
company", it would seem that tae power given to trust companies to
"buy and sell * * * 211 kinds of * * * gtocks, and other investment
securities", is restricted in so far as the wrovisions of the

Oklahoma Constitution are applicable,

Purchase of cornorate stocks prohibited.

Except for the authority to pHurchase certain classes of
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corporate stocks not contemplated by this digest, the laws of
Oregon provide that "Hereafter no bank or trust company shall in—
vest any of its assets in the canital stoci: of any other cor-
poration". In case stock is purchased or acquired to save loss
on a preexisting debt, such stock must be sold "within 12 months
of the date acquired or purchased, or within such further time
as may be granted by the .superintendent of banks". (Oregon Code,
1930, sec. 22-911.)

Savings banks and savings departments of banks or trust
companies are not authorized to invest funds in the kinds of
corporate stocks contemplated by this digest. (Orezon Code, 1930,

sec. 22-1109, as amended by Laws of 1931, ch. 278, p. 454,)

PEINSTLVANIA.

Banks (other than savings banks) and trust companies nermitted
to purchase corporate stocks.

The laws of Pennsylvania provide that "any cornoration
created by general or special laws, may wurchase, hold, sell,
assign, transfer, mortgage, pledge, or otherwise dispose 6f, the
shares of the capital stock of * * * any other corvoration or
co;porations, oublic or private, of this or any other State and
while the owner of said stock rmay exercise all the rights, powers,
and privileges of ownership, including the right to vote thereon',
(Act of July 2, 1901, Public Laws, ©», 603 (WeSt's Penna. Statutes,
1920, sec. 5785), as amended by Acts of March 27, 1929, Public

Laws, p. 74, and April 18, 1929, Public Laws, p. 544.)

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



X-7259

There are no statutory limitations in Pennpylvania unon the
right of State banks, other than savings banks, and trust companies
to purchase stocks of other corporations, and it has been consider-
ed that such institutions have the right, under the provisions of
the Act of July 2, 1901, as amended, to purchase corporate stocks.

Savings banks, however, do not posseés the right %2 invest
their funds in shares of stock of other corporations. Such banks,
by the provisions of Section 17 of the Act of May 20, 1889, P. L.
246 (West's Penna. Statutes, 1920, sec. 19770), are permitted to
invest money derived from deposits only as specified'in the Act
of May 20, 1889, and as there are no provisions in this act or
in amendments thereto (Act of June 28, 1923, P. L. 884, and Act
of June 22, 1931, P. L. 600) permitting such banks to invest
their funds in stocks of other corporations, it has been con—

sidered that they are without this mower.

RHODE ISLAND.

Banks proper and trust companies ~ No statutory provisions.

The laws of Rhode Island do not contain any express authority
for banks proper and trust companies to purchase corporate stocks,
but a trust company is authorized" * * * to invest its capital
stock and moneys in its hands in such bonds, obligations, or property,
real, personal, or mixed, as it may deem prudent, * * * " (General

Laws, 1923, ch. 271, sec. 4; Banking Laws, 1929, sec. 4, p. 16).
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Savings banks and banks and trust companies receiving savings

deposits — purchase of steam railroad and bank stocks permitted.

Desosits in savings banks and in the savings devartments

of banks and trust companies, and, in the case of savings banks,
he income derived from investments held, may be invested, sub-
ject to detailed limitations, in the capital stock of banks and
trust companies and certain steam railroad commpanies. (General
Laws, 1923, sec. 1, Clause IV, Clause VII, as amended by Laws
of 1927, Ch. 1034, Clause XIV, Clause XV, as amended by Laws of
1925, Ch. 653; Banking Laws, sec. 1, p. 22, Clause IV, p. 30,

Clause VII, p. 37, Clause XIV, p. 43, Clause XV, pp. 44-45.)

SOUTH CAROLINA.

Banking Corporations may deal in corporate stocks.

"Every banking corporation may * * * deal in * * ¥ nublic
and other securities, and stocks of other coroporations; * * *
may purchase and hold such * * * personal property as may be con-
veyed to it to secure debts to the corporation, or may be sold
under execution to satisfy debts due in whole or in vpart to the
corporation, and as mey be deemed necessary or convenient for the
transaction of its business, and may sell and disnose of the
same at pleasure; * * *." (Code of 1922, sec. 3992; Banking
Laws, 1928, sec. 62, n. 29.)

Trust companies authorized to purchase cornmorate stocks, but
amount limited.

Trust companies are authorized "to buy, underwrite, in-
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vest in and sell all kinds * * * of stocks or other investment
securities.'  (Banking Laws, 1928, sec. 9(10), ». 117.)

Limitation on amount may invest in any one corporation.

A trust company, however, "Shall not invest or keep invested
in the stock of any one private corporation an amount in excess
of twenty-five per centum (25%) of the capital and surplus fund
of such trust company; nor shall it purchase or continue to hold
stock of another bank or trust company if by such purchase or con-—
tinued investment the total stock of such other bank or trust com-
pany owned or held by it as collateral will exceed twenty-five
per centum (25%) of the stock of such other bank or trust company:
Provided, however, That this limitation shall not apply to the * * *
ownership by such trust company, or its stockholders, of a part
cr all of the capital stock of one bank oéganized under the laws
of the United States or of this State, nor to the ownership of
a part or all of the capital of one corporation, organized under
the laws of this State, for the nrincinal purpose of receiving

savings deposits."  (Banking Laws, 1928, sec. 12(7), p. 122.)

SOUTH DAXOTA.

Banks prohibited from nurchasing cornorate stocks.

No bank shall "invest any of its funds in the stock of
any other bank or corporation, nor make loans or discounts on

the security of the shares of its own canital stoclk, nor be the
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purchaser or holder of Qny such shares unless such security or
purchase shall be necessary to nrevent loss upon a debt previous—
ly contracted in good faith; stoclts so purchased or acquired
shall, within six months of the time of its purchase, be sold or
disposed of at public or private sale; and after the expiration
of six months any such stock shall not be considered as nart of
the assets of such bank." (Session Laws of 3South Dakota, 1919,

ch. 125; Banking Laws, 1927, sec. 8983, p. 27.)

Trust Companies prohibited from Purchasing Cornorate Stocks.

No trust company shall "iavest any of its funds in the
stock of any other trust company or corporation, nor make any
loans or discounts on the security of the shares of its own
capital stock, nor be the purchaser or holder of any shares
unless such security or purchase shall be necessary to »nrevent
loss wion a debt -mHreviously contracted in good faith; and stock
so purchascd or acquired shall, within six months of the time
of its purchase, be sold or disposed of at mublic or private
sale; and after the expiration of six months any such stock shall
not bg considered as a part of the assets of any trust cozmpany.”
(South Dakota, Code, 1919, sec. 9050; Banking Laws, 1927, sec.

9050, p. 58.)
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TENITESSEE.

Banks and trust companies authorized to deal in stocks.

Section 3887 of the new Code of Tennessee, which became
effective January 1, 1932, authorizes banks and trust companies
to "deal in * * * bonds, stocks, or other securities generally,
* * * and have and possess all other rights which appertain and
belong to a banking institution, except the power to issue notes

for the purposes of currency, which power is withheld."

TEXAS.

“Purchase of Corporate Stocks Permitted.

Banks (other than savings banks) and trust companies
may murchase, invest in, and sell stocks and other securities.
(Rev. Stat., 1925, Articles 396, (9) and 1513; Banking Laws,
1929, Article 396 (9), p. 18, and Article 1513, v. 76.)

Limitation upon nurchase of banlkt stocks.

It is unlawful for any State bank or trust company
"to own more than ten ner cent of the canital stock of any other
benking corporation, or to malte a loan secured by the stock of
any other banking corporation, if by the making of such loan
the total stock of such other banking corporation held by it as
collateral will exceced, in the aggregate, ten per cent of the
capital stock of such other banking corporation, unless the
ownership or the taking of a greater nercentage of such capital

stock as collateral shall be necessary to prevent loss upon a
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debt previously contracted in good faith; and any such excess s0
taken as collateral or owned by such bank shall not be held as

: collateral nor owned by it for a longer period than six months."
(Rev. Stat., 1925, Article 513; Banking Laws, 1925, Article 513,
p. 44.)

Savings banks may only invest their deposits in certain
specifically enumerated securities, and there is not included
in this enumeration any of the cdrporate stocks contemplated
by this digest. (Rev. Stat., 1925, Article 416; Banking Laws,

1929, Article 416, p. 23.)

UTAE.

Purchase of corporate stocks permitted.

Any State bank or trust company "may purchase, own, hold,
and sell or otherwise disjose of any of the shares of the capital
stock of any other banlk, loan, trust, and guarénty association or
other corporation; provided, such purchase shall be authorized by
the executive committee and apsroved by the board of directors;
and in case the purchase is of stock in any other banking cor-
poration the approval of said »urchase must also be had from the
state bank cormissioner; and provided, further, that nothing in
this section shall be so construed as to permit the establish-
ment, malntenance, or control or any branch bank or loan, f%rust,
or guaranty company‘in the State. All acts or parts of acts in
conflict with this section are hereby renealed to the extent of
such conflict." (Compiled Laws of 1917, sec. 986,99. 299; Bank-

ing Laws, 1927, sec. 986, p. 8.)
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The above-quoted provision of the laws of Utah is made
applicable to savings banks. (Compiled Laws of 1917, sec. 1016;

Banking Laws, 1927, sec. 1016, . 15.)
VERMORIT.

Purchase of bank or trust company stocks permitted.

Banks of all kinds and trust companies are emmowered to in-
vest their assets "in the stock of any national bank in the New
England States or the state of New York, or in the stock of any
banking association or trust company incorporated under the
authority of and located in such states, or in the stock of any
bank incorporated under the authority of and located in the
Dominion of Canada; but a btank shall not hold bank stock both
by the way of investment and as security for loans in excess of
ten per cent of its assets, nor, in any one bank, more than five
per cent of its assets, or more than two hundred thousand dol-
lars, or more than ten per cent of the capital stock of any one
bénk". (General Laws, sec. 5363, var. (a), subdividion VI, as

amended by Acts of 1929, Act No. 90, sec. 5.)

VIRGINIA.

Purchase of corporate stocks wermitted.

A1l banks and trust companies are empowered to nurchase and
sell "all stocks and bonds". . (Acts of 1928, ch. 507, secs. 1 and

12; Banking Laws, 1929, secs. 4149(1), 4149(13), pw. 24 and 30.)
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WASHIIGTON.

Purchase of corporate stocks prohibited.

The Laws of this State provide that a bank or trust com-
pany shall not "subscribe for or purchase the stock of any other
banking house or trust company, or of any domestic or foreign
corporation of any character, * * *; Provided, That such bank
and/or trust company may »urchase, acquire and hold shares of
stock in any other corporation which shares have been previously
pledged as security to any loan or discount made in good faith
and such purchase shall be necessary to prevent loss unon a debt
previously contracted in good faith and stock so pﬁrchased or
acquired shall be sold at public or private sale or otherwise
disposed of within two years from the time of its purchase or
acquisition®. (Laws of 1929, sec. 5, ». 10l; Banking Iaws,
1929, sec. 46, p. 26.). The laws also provide that corporations
doing a trust business may not invest trust funds in corporate
stocks. (Laws of 1929, ch. 206; Banking Iaws, 1929, sec. 77,

p. 37.)

Savings banks are covered by the above excerpt from the

laws of Washington. (Laws of 1917, sec. 14, ». 275; Banking

Laws, 1929, sec. 24, ». 1ll.)
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WEST VINCINIA.

No Statutory Provisions.

There do not apnear to be any provisions in the laws of
the State of West Virginia authorigzing banking institutions,
which term inclufies trust companies, to purchase corporate

stocks.,

WISCONSIN.

Mutual savings banks prohibited from purchasing corporate

stocks - No statutory provisions covering other banking
institutions. .

Except for mutual savings banks, the statutes of Wisconsin
contain no provisions with reference to the nurchase of corporate
stocks by banks and trust companies. The provision with reference
to mutual savings banks provides that " * * * no mutual savings
bank shall invest any part of its deposits in the stock of any
corporation * * * !  (Wisconsin Statutes, 1929, sec. 222.13, as

amended by Laws of 1931, ch. 27, p. 42.)

WYOMIKG.

Purchase of corporate stocks prohibited.

"Hereafter no State bank shall invest any of its assets in
the capital stock of any other corporation * * *, and except such
as it may acquire or purchase to save a loss on a pre—existing
debt, and stocks so acquired or purchased shall be sold within

twelve months from the date acquired or purchased; provided, that
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a further time may be granted by the State Examiner." (1931
Wyoming Revised Statutes, sec. 10-133.)

The‘term "State bank' as used in the above excerpt from
the laws of Wyoming includes every individual, firm or corpor-
ation doing a banking business, and a banking business is en-
gaged in 'where credits are opened by the deposit or collec—
tion of money or currency or negotiable paver subject to be
paid or remitted upon draft, receipt, check or order®. (1931
Wyoming Revised Statutes, sec. 10-110.)

The statutes of Wyoming contain nc provisions authorizing
trust companies not doing a banking business to purchase cor-

porate stocks.

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





