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IM.k 2! M•r1ca Hook 

Prellalaary lnveotlcatlon: Oliphant aomoracdua -
10/? / 37. • • • . • . . • • • • • • • . . • • . . • • • • • • . . • . . • . . . . . 357 

Notoo concerniag BaAl< ot A:erlea latlonal Truot acd 
5avlnco Aoooclatloa- 10/22/37 . . ••• .•• •.. .• ••.•• 

a ) O'Connor letter ot at ln6 additional facto -
10/2/37 . .• .....•• .•••• . . . .. ...••••.. .••...• 

b) Suppleaentary explanation ot loooeo provided 
Comptrol ler ot Currency In connection wltb 
r equeot t or brancbeo - 7/ 9/'JS . •.. ...•.. •• . •• 

!be Glacnlnl S:r•tea ...•• •• ..•.•. ••.•.. • •... • ....• . .. 
Conference ot 'rreaeury croup; preoent: HM.Jr, 11a4;Ul, 

Taylor, Mcllqnoldo, Lochhead , Bell, Glbbono, ll&eo, 
Gatton , and Oliphant- 1/24/38 • .•... .. .. .• .....•• 

Crowley report: •soae ractore Involved In tbo Qoootlon 
ot Dlooolut lon ot Bank Holdln& Companloo• - 1/28/38 . . 

a ) Crowl ey aoaorandua: 1Arcu=onto tor 
Reor~anlsatl on of Bank Supervlolon • - 1/28/ 'JS •.. 

Reouae'ot actiYit loo or Coaptrollor ot Currency for 1937 •• 
Conference; preaent.: HMJr, ~'111, Ta¥lor , 011p.b.ant., 

Gaat.on, Lochhead, Up~, Gibbona, MeBeyno1da , Raaa, 
and Bell • t /31/38 .•• . •••.......•...•.................. 

a) Pootlble trouble wltb Comptroller'• o!!lce 
dlacuaaed 

O'Connor l n!oras HKJr ot Glanr.inl conference wltb Crowley 
who wi ll now ~rant application• tor branch banko ao 
requeoto4 - l/31/ 'JS •. , .•• •••..... ...........•........ . 

Socurltloo and ixcban~e Com=l oslon 'o ln toreo t Indicated-
1/31/ 'JS ••.... . . .....•. . ... .•.•...••........•• .. ..•.... 

Call report !ora (unltora) tor Comptroller ot Currenc7, 
Federal Reoerve Board, and Federal Depoolt Inourance 
Corporatloa dlacuaaed by ~~r. Jcelet, Eanaom. faTlor, 
and Oliphant - 2/ 1/'JS ........ .......... .... .......... . 

P&«&nuccl otock dlotrlbutlon wi t hout reclotratlon 
dlocuooed in Seeurltleo and ~cbange Coagloolon 
aaaorandua - 2/1/'JS •. .. ...••.• •..•.•. ... • . .... . .... . .. 

BaAl< Hold In& Collp&DJ' Lacltlatlon : 
Randolph Bur~eoo profert r eotrlctlve re~ator7 

lec1alat1on rather than •death aentence • leg1al at 1on -
2/'J/38 ... . ......................................... . 
~eaeur)' gro-ap, Coap\ro l l er of Currency, Jonee, 

Federal Re oervo ~oup, and Crowl e7 (Federal Dopoolt 
Inaurance Corporation) confer on rDR1 e requeat for 
•a atatement to be part of hit metaage to Con«r• • • 
on aonopolleo • - 3/10/38 .. ........... .. ........... .. 

Oliphant oplolon that Secr etary of Trtaoury mutt a t all 
tlaeo bavo &eceoo to :aterlal lo~l7 avail able t o 
Comptroller ot Curronc:r- 2 1? / 38 • ..... .• •••••••.•• .... 

Central Buk, O&lcland, C&llfornla (part ot !ranoaaorlca 
Corporati on), roqueet o eotabllabaant of three braacbeo : 
Federal Dopotl t Inourance Corporation ... orandua -
2/16/'JS ..... .... .. .... . ................. .... ........ .. 

J atloaal Labor Rel a tloao Board roqu to to 1nforaatlon to r 
v.oe I D bterai&ID~ 111belber Act qpllto to li&Dk ot 
.l.aer1ca - 5/ 26/ 'JS ............................. ....... . 
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Co..teruct; prounu IIMJr, 'fa.Tlor, Ophaa; 1>1"1 &eel 
l'olcer (CoiiPtroller of Currtnq); Irq - 9/9/38.. 35? 

a ) Upllaa rtport on o.ualnationo accl ouboequont 
lack of 18provoaont cllocuooecl 

1) T1t-1n of nev ohairaan of 7ecltr&l Rettnt 
Bank of Sac l'rancloeo vltb Tran...,rlca 
cro\11) cllteuottcl ..•.••..•.•..... •..•...... 

a) Cbalraan (A,O. Stewart ) ovtt Bani< of 
M trlea approzioattly $8- 11 alllion • • 

b) l'tcltr&l Rtttne Boarcl, Vatblncton, 
atourtcl tb&t cop7 of uul.nation vat 
r t etlvtcl b7 l'tcltral Rtttnt Bank of 
San J'rancloco on April 25, 1938, In 
tpltt of tbelr cleni&l- 9/14/38 •.... . 

c) Stevart ancl Pacific Coaot Mortc&gt 
Ooapany tit-In cllocuooecl in Upb&& 
letter - 9/15/38 • . .. ••••.•..... ... • .• 

b) Procraa llcntcl by Ill"' ancl Falser ancl IIMJr aoko 
for tlae-tablt on taeb •ucc••t•cl ottp- 9/8/38 .• 

General Oounotl 'o Office aoktcl for opinion ao to vbttbtr 
contlcltntl&l lnforaatlon of Office of CoJIPtrolltr &&7 
bt obovn to To• I. S.lth, Jeff Coollclc•• and Robert M. 
IIane• - 9/12/38 . ..... .. ............................. . 

a ) Oliphant opinion - 9/13/38 . .................... . 
Dlvlcltncl b7 Bani< of Aatrlca for oeconcl b&lf of 1938 

cllocuuecl - 9/12/38 .. .. ....•..•. •.•.• .•• ........ ....• 
a) 7DR oucceoto preventing any cllvlcltncl a t al l •...• 

Bani< txaalnatlono and ln&cle~uato follov-up In Yaob1ngton 
offlco dl ocutttd In Upbaa aeaoranclua- 9/12/38 ..•••.. 

levltlon of Coaptrolltr' o Office at outlined by Upb&a -
9/28/38 .... ............... ....... ................. .. . 

()!....,In! tie-In vltb C&lltorda cltltptlon at 1940 
lltaocratlc eonvtntlon dlocuooecl In Upb&a • ...,randua -
9/12/38 ............................................. . 

Dividend tltuatlon &&&~n cllocuooecl b7 HKJr, Oliphant , 
ll&ntt (John V. ), Ophaa , G&oton, Grano, Die&•• and 
rols•r - 9/13/38 .................................... . 

a) Ranooa ancl Crovlt7 Join croup •....•......•...... 
b) llrattt of ttltcru to Bani< of America &clvhinc 

ageinot any dlvldt ncl at thio tlat- 9/13/38 •.... 
1) Giannini antvtr - 9/15/38 ••• •.••..••••• .•.• 

c) Socurltleo and 1&ebanse Coaaloolon atl<tcl to 
procttd 18atdlately vitb further lnvutlcatlon 
of frantaaerlca - 9/ 14/38 •.••• ••....•.••••••.•.• 

d) Bani< dt claroo uoual cliviclmd; tltuation cliocuooecl 
lr7 IIMJr, II&Doo , Oliphant, Geoton , To• Jt. S.ltb, 
lll&s• • ancl l'oletr- 9/14/38 • ••.•••.•••.•••••••.. . 

1) Rtconotnaction J'lnanct Corporation, ltclor&l 
Rtotrvt Beard, J'tcltral Dtpoolt Iuuranet 
Corporation, aocl Steuritito ancl lzchanc• 
Ooulttlon Join croup .................... . . . 

Uphaa laaveo for San rrancloco- 9/13/38 .. •••.• .. . . ••.••• 
a ) Upb&a report - 9/20/38 ........................... .. 
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rarl~ .... '117 IIIJr ,. ltoop pollUoal prooi1U'o ott tr......., 1a \ll.lo _.. .. u ... - t /14/ at. •.••••••••• 
Po ool\lo laYOoUpUoa '117 looal'Uloo ao4 lzebe&'l 

c-1M1oa 41o.,...oo4 '117 troaftr7 ao4 Cotlp\roUor 
ot OGrroaCT ere~- 9/ 1&f a& • •••••••••••••••••.•. 

Oourooo ot ac,1oa '117 traoour,r at\or 41orocart ot 
wara1nc aad 4oolara,1oa ot 41Yldoo4 ••' forth 1a 
011~\ ao.oraadaa- 9/ 1&/at. ••••••••••••••••••• 

upbaa, 07r 11 1 .: .. oaao' of oaroor ••••••••••••••••• 
Oppep.rd, Ooodwia J . : • 1 • • •• • •••••• • • • •••• 

Ooap, I . B. 1 I 1 1 • • • ••••••• • • •• • •• 

D111•• Marobal1 8 . 1 • • 1 ••••••••••••••••• 
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TREASURY DEPARTMENT 

IN'T"Dt OI"PlCK CO .. MUNtc:.AT10N 

o•n Oc~ber ? , 1937 

to SecretatT !lorgentban 

•••• l.!r. Oliphant 

Prel1m.1nary invoatigation on the Giannini - Tranaamer1ca 
ti-.po d1 aeloeea the following~ 

!be s t ock oWDOr!hip of 'l'ranaamer ie& Corpor&t1on , which 1a 
the hold1n,o; C""'J>'U\Y of the Gi&nnini banke and i nllllr&nce cQop&niea 
(&a well &I other miaeellaneoua intoreete) , &ppe&r• to be very wide­
apre&d. i!le corpor&tlon h&a over 23,000,000 eh&rea of common atoclc 
ou\ltandl.ng, of which tbe directors (who &ppe&r to be entirely a a!D ­
c1atea of Gianni ni) ami t hold1n& somewhat over 50,000 shares. !he 
COII1i>&D7 h&a over 200,000 etocl:hol der e , 110at of t hea apparently in 
California . Gi&nnini bios &lwqa let 1t be la>own th&t ha bi""'&l f has 
only a aoderate personAl fortwle and a aoder&te atock inter est in tbo 
CCI:IIpllqo l!a h prim& fa cie 101pported by t he fact t h&t in his pro>::r 
f ight wi th IUaha Walker for control of f renaameriea in 1931 it was 
neeeasary t~ hold l&rge maso meetings of at ockholdera tbron&haut 
California before Giannini obtained the t hroe to one victory. J.t 
the p resent time the :sa. kine; J.ct ... ~ 1933 &nd financial eondd~rationa 
have CQD)lelled 8 chan~!"' in the fonn Of Giannini ' • interests in tbe 
llank of America Na tionAl Trus t & Savinge J.a •ooiation and Bancaroer1c.,.. 
Blair, the inveetment eec:tlrlUea orp~~i..,.tion. There would appenr, 
howev er , to 'be an identity of atockholdero of the three entitiee. 

The tie-ups indicated bt the prer.ent evidence are with the 
NationAl C1 t:y Bank of !lew Torlc: and the .ln~o-Cel ifornia Nat ionAl Pank 
o! Celifo:"Dia. The first arises from the fact th4t 'l'raneal!ler1ca Co~ 
porat1on io the larges t single Btockholcler of the llation&l Ci t:y Bonk 
of !lew Tol'.c , ownin& oYer 10 percent of ita stock. Giannini is on the 
Board of mrectoro of the llation&l Ci t:y llanl<. Bow far his interest 
h effective depends upon the diatribution of t h4 rllll>llinir..g stock, which 
hae tbue far not 'been disclos ed by the inveetigstion; it is conceivable , 
of eource, that two or more inter ute can be ea.aU:y depended upon to 
outweiOI the Giannini inter est in Nat ional City. The Anglo-California 
National Batik, controlled 'by the Fleiohhacker intoroata , is the lareeet 
competitor of Traneamerica i n California, 'but appear s to be associated 
with Giannini throu;;h a common owner ahip in firemen a• Fund In1111renee 
Coa:pany and relat ed companies, lith the l'leia~ar interests 1& &80o­
c1ated alto the Standarcl Oil Ccmpanr of California and poaei'bly al so 
t he lbllar St eemehip L i ne . I t 9hould &lao 'be ment ioud that Gi&nnini 
has followed the opportunist polic:y ot a al!Ooi a tinc hiaaelf with politicAl 
power e, ecpec1elly in ~U fornia. 
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.f. .., ... utilli te •V.'-\ upe..U upoa a •tv.¢1' of the 
oto<*boluro' lilt a of \be llaDir: of .-rt .. , w.or,S,A., hUoD&l 
Ci \7 :lo.DI<, llll4 \» bol4111C cOiqlUiu , !hil iuf-tion 11 &Tail­
able ia the office of the Cc.ptrollor of \he OmrriJlCT where it 1• 
held coaf1411ltio.l, :r,D,I,O, h&o l!r oto.tuto a rtcbt to u:•1De the 
lnfcraatloa lilld perhopo tho 1uforaat1on uilh aloo therefore 111 
the :r,D,I.O, fileo, It 11 thcueht that olailar 1uforaat1on 11 
cont&laod 1D the 714ero.l l!eaern Board til••· 
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Secretary Morsentbau 

llr. Oliphant 

OOPI 
St.ric~ Con1'1d.ent1al 

October 8 , 19.37 

PrellmiiiAry investigation on tbe Giannl.ni-Trana8.llerice 
tie-ups d.lsclosos the t'ollowi.lli• 

Tbe stock ownership ot' Transuerica Corporation, wiU.cb 1o 
the bold.ing COil~ ot' the Gianni nl bo.nlta and insurance cc.pe.nies 
(as well ae otber aisceileJ>eoua interests), appears to be very wicle­
spreAd.. The corporation bas over 23, 000,000 ebarea ot' comon s tock 
outs talld.ing, ot' which the d.lrectora ( wbo appear to be e11t1rel,J' asso­
ciates ot' Giannl.n1) adrdt boldl11g soaeehst over SO,OOO shares. Tile 
ec.p&D,T hsa over 200,000 stockbold.ers , 110st of the"' appere~~t.l,y in 
Cslit'ornla. Giannini bas alnys l et it be knoWII thet be IWiaelt' bee 
only a 2od.erate pereonal fortune and. a IIOde rata stock interest in tba 
eooope.ny. He 1a prima facie supported by the fact tbat in his pro>cy< 
tight wi tb Eli aha Walker for control ot' Transue rica 111 1931 it na 
necessary to hold larae mass meetings of stockholders throughout 
Calitornla be foro Giannini obta111ed the three t o one victoq. .lt 
the pr esent time the Banking .let of 1933 and financial considerations 
heve C011pelled a change in the fo%'111 or Giannini I a inte rests in the 
Banlc ot' American National Trust & Savings .laaociation and Be.ncuerica.. 
Blair, tho inveat3ent securities organization. There would appear, 
however, t o be an identity of stockhold.era or the three entitles. 

The tle-upe ind.lcnted. by the present evidence are with the 
!lational Cicy Bank or !lew York and the Aqlo-Calit'ornia lfatlonal Bank 
of CaUCornla. The tiret arises .rroa the tact that Tranaacarice Cor­
poration ia the largest aingle stockholder of the llatlonal City B&nk 

ot !lew tork, own1n& over 10 percent ot' ita stock, Gi&IIDJ.ni ia "" tba 
Bca::"d or Directors of the National City Bank. H01r far his interest 
is effective depends upon the d.lst.ribution or the rell&in1ng stock, wbiob 
bae thus far not been d.isclosed. b7 the i nveatip.t1on1 it ia CODceiftble, 
ot course, that two or more interests can be easil.J' depend.ed. upon to 
outweigh the G1annl.n1 interest in National Cit.y, The Aqlo-Californle 
National Bank, controlled by the Fleiabhecker interests, 1a the laraeat 
c011pet1tor of Tranaameriea in Callt'ornla, but appeare to be assoeiated 
rl th Gia11nini through a common ownership in Fire .. M' Fund Insurance 
Oo11pa.ny and. related. companies. Ti1 th the Fleisbhecker interests is aaao­
ciated &lao the Standard 011 Coapa.ny or California and. possibly &lao 
the Dollar Steaaab1p Line. It should &lao be untioned. that Qin n'ol 
baa tollowecl the opportunist policy ot uaocieting hiuelt' rl th poll tical 
powera, especial.lJ' in Calitornle. 

3 
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A._. 6tt1a1to eta~~ ...,. a ·~of U.. 
ato tt ,,.", Uaw of tile luk ot AMl'iD&, 1,!,8.&., •u~ 
Cit;)' luk, u4 Ule M)d! .. I t••t ... ftia iatonat.i• 1a a-u­
able ill tile otfloa of t~~e ~r of t~~e Ounaq n.ra u u 
Ml4 oaat1doat.ia1. r.D.x.c. 11u ll!r na\wta a l'ipt; to paw!• u.. 
w-uoa u.s pe~ tile 1atoraUoa maw alM tbaraton ill 
tba J,D,I.C. tuoa. It 1a tbCNC)It; that atwnu W-t.ioa 1a 
-ta1ucl ill tba Fedoftll. .lleae:rn~ lloar4 tuoa. 

(811Md) ...... QUplluR 
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Oatober 
22Dd 

1957 

6 . , 

Jlotea Cone~ the BaDk or .laerica Hatioll&l Tru.st alXI. Savin&& 
Aaeociation 

1. §tggitis•nge to tbt ltd,era,}, Depoa1t tne!F!!'se CorporatioD 

The 8e.Dk or Aaerica latioll&l !Nat and Sa'fiDia Aaoo­
ciation had insured dopoeits ot t62l,ooo,ooo on llaJ' lS, l9S6, 
This figure is 110re than twice the capital ot the fedel"U De­
posit :tn.urance Corporation alXI. giTes soae 1Dd1cation ot the 
aigDifiC&Dce ot the one bank to the iDIIUrance orgrudsation. 
llo other siDgle bank or benk1 ng group or chain haa as 1a1ch aa 
one-halt this Toluae ot 1D.oured deposits . lost nee.r]J' coapar­
able are Security Firat Hetioll&l Bank ot Loa Angeles with 
$298,000,000 ot insured deposits, alXI. llatioll&l City BaDk ot 
Rew York with $Ul,OOO,OOO ot such deposite. Tbe insured de­
posits 1D the 8e.Dk ot Aaerica 11. T. alXI. s. A. are greatw 
t.b&n the 1Deured deposits 1D the •,ooo ....Ueat iDIIUred l>a.nU 
coah1Ded. U this one bank n:re to taU, the !'edel"U Deposit 
:tn.urance Corporation would be required to p&7 out a greater 
uODDt than it the ,,000 aal.leat banks tailed al.IW.taneousl)'. 
In tact, tbe one bank •- to be a greater problea then the 
,,000 slll&ll banke e1Dce it represent• euch a concentration ot 
risk. There is reaeon to bellen that it 6,000 n• alll&ll 
l>a.nU with $200,000 ot deposits each were to coae 1Dto a:dat­
ence, thq would Dot reprell8at so greot a t1Danc1&1 huard to 
the !'~ OoT-ent u doee thie one bank, 

2 . st.atua ot tbt "nk 1p c-1 1 'r'' 
Aa indicated b)' the ace~ table, this bank 

is tho d..a.at lliMilt 1D the ben!c1ng qat• ot the state • 
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Dtce!btr §1 . 19S§ 

Percent of Percent of 
Otfigll !.~!! off2.~11 !.!l§M U!!i!cl 

Bank of herica 1. T. & S • .l. j86 44. all 
SecuritT Firat Rational Bank 

of Loa Allgel.ea 120 11 16 
Aaerican Trust Coapaq of 

San Fraociaco 70 7 7 
.lll branch banks 878 815 86 
Unit banks l86 17 16 
.lll banlca 1, 082 100 100 

The ride ownership of ita stock and the stock of Trana&~DA~rica 
Corporation and the rant that it i s the onl,y branch sTat• 
coveri.llg all parts of the state turtber increaae the i.aport­
ance of this bank. 

15. Iaportance in the United states 

Evan in the United States aa a whole the Bank of 
.&aeries li . T. & s. A. is the priae case of branch banld.ng, and 
1a the fourth largest bank in tbe count17. llo other bank carries 
on operations over so wide a territo17 or has nearq so large a 
IIWilber of branches. The onl,y comparable inatitutions in this 
Count1'7 are the two other large branch banke of the state of 
Cel.ifornia and two branch sTat""" of Oregon, one of which is 
el.ao owned bT Transaaerica Corporation. 

'· Condition of the &mk 
On June 50, 1957, the totel. capitel. account of thia 

bank uounted to a pproxi.aateq 7! percent or the aaaats of the 
bank. This indicates that a depreciation of ita asasta bT as 
little as 8 percent would .ore than wipe out the bank' a capi­
tal. and thus render it insobent. lhather or not gre&t alara 
should be ezpreued over thie low capitel. ratio depends in part 
upon the nature or the uaete which the bank holds. Conaidera­
tion of reports or ...,.1 nation ot thie bank aade bT national 
bank 8D.Ilinera indicatee that large loana han been made to af­
filiates and other 1na1de intereate. targe voluaes ot loana 
ere secured bT tha stock ot the benlt'• ho]d1ng c~ &!till­
ate, which in etteat reduces the IIOQDd capital or the bank even 
bel.ow the 7t percent figuN. 

? 
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Moreover, in l95S-l9M tbis bank had over t.wo,ooo,ooo 
or non-con!o1'1111Dg real estate loans, and in October 1956 (date 
or the latest n••ln•tion) tbie tigure ... otUl above $75,000,000. 
llore tban one-fourth or the real estate loans or the corporation 
d.o not contono to the requir...nta or the national bank lae and, 
theratore, abculd ba cooaidered illegal loans. Approxbatel;r 
t48,ooo,ooo, or nearl,T halt the capital tund.a of the bank ara 
inTested 1D b.tn!dnc bouu, 1\unitnre and fixtures, (the Coot­

parable figure 1D l9S& """ ~2,0001000) and beside tbia it baa 
real estate other thaD bank'"& bouse or $58,000,000 (1Dcll.ld..Uig 
real estate placed 1D the bends or attiUatea UDd.er contract), 
loans to attillatea or $20,000,000 (exclusive of loans to ar­
fillates bol.ding real estate acquired by tho bank) , aod. loans 
on stock ot Tr&nll&lllerica Corporation to the «Xtent ot $8,82t,OOO. 
Loana on Trana&llerica C<rporat1on stock inoreaaed hoot $7 ,aoo,ooo 
to $9,tOO,OOO bat .. en liovnber 1955 and April 1956. On April lO, 
l9SS, 22 percent of tb.e loans ot this bank were to directors, 
officers and .-plo7e .. and to corporations 1D 11bieh they wer e 
largel;r interested, and 15 percent of the loans of the bank were 
atlll of that nature at the tbe of the latest na•ination avail­
able - October H, 1956. On this date, «Xtenaiooa of credit to 
attillates were 65 percent of sound capital. 

There !a considerable evidence to indicate that dur­
ing the rise 1D bond. prices 1D 1956 and 1956 this bank followed 
tbe practice of writir>& up ita securities to market price. In 
part this """ done by sel.llog securities in the ae.rket and bu;r­
ing new ones at the aua bi;!h price l evel; but in part values 
were aiaply ~~&rkecl up on the books or the bank. Records in t he 
office of the Coaptroller of the CUrrenc7 abo• that 1D l9S5, 
governaent bolide were written up ts,ooo,ooo and IIUD.I.cipal bonda 
ts,ooo,ooo, and. that 1D 1956 further write-ups of $6,000,000 
occurred. ~1"& these aaae two 1ear• so•e IJ.O,ooo, ooo of pro­
tits were realised troa eale of securities. Tbua , in the t • o 
7ears , some $2,,000 ,000 of •profits• caae fro• the bond aarket 
booa. It would thua appear that at tho beginning of 1937 when 
boud prices reached a peal<, the Bank of .laerica was carryi"C 
ita bonds at practieall7 ll&rkst price. It tbia is the case 1 

then the decline in bond ae.rket prices during 1957 1a1at leave 
the bank with ita bouda valued fer above current aarket price. 

On Dec•ber Sl, 1956 the bank bald t431,ooo,ooo of 
u. s. Go-rarla&ot eecuritiea and $162,000,000 of other securi­
ties, or a total portfollo of $6251 0001 000. A cooaervative 
eatiaate indieatea that t he urbt value or tbeae securities 
auat have fallen at least $25,0001000 f~ January l to October 
15, 1957. Since the realised securit7 profits and write upe 
of 1935 and 1956 were not used to increaaa capital, the $25,000,000 
of security depr eciation in 19~7 say be deemed to reduce capital 
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uter1alq. It it we. n&aOD&bl.e !or tbe benk to lUll profits 
oo securities aal.ea aDd writ-pa or aecw'iti .. ftluea iD cOII­
putiJic oet prodta aDd P8Ti!l( dirldeode llbeo the Ml'itet we 
rhillc, tben it ..t be oec .. ....,. that the decliAe st.ll be 
rel'lected 1D pro!ite or loesea .Ceo the Ml'ltet 1a !el.liJic. U 
thh be accepted at leut teutati..q, the benk .uat be ~r­
iDe net loeaea or ao.e $ls,ooo,ooo thb 7eM>· If at bewt tb1a 
benk we but brMkiD& "'en at\er di'fidelld. pi,TMDte 1D the 7eM>e 
or r1aiDc bood pricN, tben ita cooditicc ...t now be ra¢dl.T 
retrosradioi • 

5. Pollciea of tht Bapk 

!iar•prta!Qttd "rningr 

'fhe 110et reprebeoaible prectieee o! this bank a~ 
to be COI1D8Crt.ed with eM'D1Dga aDd di'fidelld.a pollq. Jl:arDiDi• 
!icure• u presented to the publle C&DDOt be reconelled with 
the exa•<oot.ion reports or the other report• .-de to tbe Coap­
troller of the CUrreoq. 'fhe reports or exa•' notion aDd tbe 
call reports obowed the bank to heTB net operat1Dg earn1Dga or 
ta ,zoo,ooo aDd net pro!ita of $9, 900,000 1D l9S5, .CUe the Det 
~ aa preaented 1D lood7' s llaDual. &IIOWited to $16,!500,000. 
In 1954 the correapooding figures were t1 , 200,000, a negatiTB 
$2,600,000 and ta,900, 000. Io 19!!6 the benk reported to the 
Coaptroller of the CllrreDCT net current operat1Dg earnings of 
$11,500,000 aDd net profits, at\er loeaeaL~f $12,500,000, 
while the ~ preoeated 1D lood;y's is tu,500,000. For the 
!iret bel.t of lll&7, the bank reported to tbe Coaptroller Det 
eurreot operet1Dg earn1Dga of $5,900,000, oet profits after 
loaaee, of $6,000,000, .oil.e the lood;y's llaDual. preeeata Det 
eoroi.nga aa $10,000,000. (ct. 'fable I) 

ao.e queetion 1a thrown upcc tbe net eoroi.nga fi&ures 
appearing 1D tbe llood;y' a llanual. aiaplT troe exeeJoh>& tba bel.-
UIOI aheeta preeeated thereio. (Coapare tbe llood;y f~ of 
colWID (6) and coliiiiD (7) or 'fable I). AD eetiute of net pro­
tits M7 be ude b7 ed41Dg tbe net cb&D&e 1D capital. aceOilJit 
cluri.Jig the 7ear to the d1 'rid elida pe1d 1D that 7eM>. Oil thh 
buU one '11/q ~· troe lloodT' s that the eM'D1Dgs of the 
benk · - $9,Too,ooo in l9S5, .., ...... it we stated in llooctT'• 
tbet net -.roine• ..... $16,!500,000. <:orrMpoDd<og ficarM for 
lliM are tu,zoo,ooo aDd $22,500,000, .Ue the c:orr.opood'DI 
f1curee for the t1rwt bel.t or l9ST ..... te,zoo,ooo aDd $10, 000, 000. 
It ia to be DOted that the Det profit• ficarM pr .. .eated b7 the 
GU1nera of the Coeptroller of the CUrrellq aDd reported to the 
Coaptrollar b7 the benk include both profits ne"sed troe the 
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ll&l.e of eecuritiee llll4 wr1t~pe of the nl.ue of eeourlti .. on 
the boob of the bank. It wri~pe were excluded the ...t pro­
tit. of the llult in lill5 would beye bee $11 i001000 llll4 in lillie 
18,400,000. It writ-pe llll4 protite reet1wed tr<a the u.le of 
.-ritiea bed both l>Hn el1a1rwted the boDir: would han ~ 
D.t loaaea ot t&,ooo,ooo iD liS5 llll4 of $1,800,000 in liM. We 
b.Ye DOted tbet in DO ...... did the bank han Mrii.I.Dp edeqgate 
to peJ it. dirldenda in liM. In li3S llll4 liM it bed ...t pro­
tite att;er loR .. euttioict to pq the dirldeade cleclered oaq 
liT rlrtue of the feot tbet it did write up eecuritiee on ih 
boob. 

Mrl4tp4 Pg.ligin 

In 19155 the boDir: paid dirldendl upon the per ftl.ue of 
it• .tock at the rate of 12 percent aJicl upon book nl.ue at tha 
rete of 6 perceDt. In 19M theee f1curee nre reieed to 16 
perceut aJicl 6 perceat l'NJ)eot1nl7· BociDniDc in the eecCIIId 
halt of liS?, dirldeDde are beiDg paid at the rete of li perceat 
oo per capital aJicl i perceat oo boolt capital. 

"P!s ot tenia JIIUgpel, tryt eM S&yiPU Maoo14t.iog 

xw '!'d'rr Dtc;Mbtr -

Dirld!Dde 2'11 y ptrsllrt, ott 

Par Ytly 

12 
16 
16 
li 

Book J•lne 

6 
6 
8 
9 

JlerkG !alpe 

s (Sept.) 

the WlloWidlleee of this extreordiDirJ dirldend poliq 
1e iDdicated on leTeral haeea . Firet, thl earoiDc• dete llb.ich 
n b.Ye Jut dieou .. ed eba. that ouch dirldeDda nre DOt ~. 

SeCiood, the whme of eubetaDIIard ... et• held liT the boDir: fur­
ther i.Ddicat .. the UD4eeirehilltT ot 110ch a polie17. lnD it 
t.Jaere ... DO IIOhe'tential .,u- of IIUbetaDiard uaete iJl tile 
boDir: tha pao auat capital ratio would iDdicat. the deeiral>ilitT 
ot bn11dlnc up thl capital ot the boDir: either out ot 8U'IIiJlp or 
otb 1M. ~. iJllilll,- tit to~ boDir:e rr- the 
11Ddi.tribnted protite tax iD ordar to pend.t thoM llitb U..... 
..-t• oapital etnot- to .,q all or peJ't ot eaniJlp tbere­
to. lat. tbie cicUtio bruoh 'buk 11hich 11 ot eo .aob llipiti­
- to the be*' Dl .,.t.• aJicl the llbole -'*17 bu tott I 

1.1 
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the opposite coune. l'urth..-.ore, it 11 to be DOted that thb 
bulk, with ite ..U capital structure, cU.d oot eell stock to 
the lleeonstruction l'iDanca Corporation. In 'fi• of this fact 
it b .. pee' •ll7 neCHMI7 tbat ear1l1Jlge of the bulk be d.....ted 
to ite rebabilltetion rather than to pur......,ce ot tbe inwpcc­
e1b1e di'fideDd polio, 1Dd1oated aboore. UntU tba second belt 

- .._...., ot 19!11, pract1oall7 all \be di'fidellda of the bulk ......., pe1d to 
~l..l T'ranaMrica CorporaUoo and UMd pr1ur1.q to ..tDteh di'fid...S 
.c,cJ.. r. ~s to the stockboldere ot 'l'r&Daaaeri ca Corporatioo. nu--
• .. ~.u..._ ing the period 19M-!6, TrenM-erica paid out in cub di'fid...S. 
Cd ~ &IIOUIIts eqnal to 96 . & p.rcellt of caah di'fid...S. receincl. (cr • 

.::M Table n) 

~"""" :L. 6. Price of the Stoclt ot: Banis of perica National. Truat and Sarlpge 
Afaoc1at1gp 

SiDce pr ... ioua to lu.J.;f 19!11 practioall7 all o! tbe 
stock o! this bulk wu in tbe banda ot: Tr.....,.eri ca Corporetion, 
it as DOt quoted upon tboo -.rlcet and eonaidaratioo caD onl7 be 
sinn to the course . or the -.rlcet ainea lu.J.;f. Basinni..Dc with 
lu.J.;f, 110re tbe.n 2,800,000 out of a total o! , ,000,000 llharee 
outst• lld' ng o! $12. 60 par w.lue ban been in the banda of the 
public . Thus, the par w.J.ue of the Banlt o! .&aerioa stock -
in tba beDda o! tha public aaou.ats to appron.&tel7 t29,ooo,ooo, 
ot a total of $60,000,000 outstanding. This stock, with a par 
n.llle of $12. 60 per abare and a boolt w.lne, booaed on June ro, 
19~7 figures, of $26.82, eold in the 0\'-tbe-oowlter urltet 
durilll Jugust 19!11 in the nai&bborilood of $66.00 per share, but 
b)- Septeoober 27, 1te price bed !ellc to ~.00 per share, and 
on October 18, the bid price ..., tu.oo. 

tablA n 

II:S!Mri91 eorooa~ism 
(.laowlt s in tbouaands of dollars.) 

Eltceas of 
Di'fidands di'fidelldl 
recebed receincl 

Di'fidende troa Bank CUb di'fi- ., ...... di'fi-

Ill£ rec;tiywl, ot AeariC!! den4! M1d dtpda M14 

1952 lone l one 
19511 &, IN6 2, 2'-2 lone 5,1N6 

19M 6,1114 5, 7111 fi, GOS 4ET 

19511 a,m &,979 .. ~ 1,129 

19114 u ,on 7,972 11, 67'1 -606 

1911? -let 
belt 5, 968 ,,8114 

1915& 118 u,w 17,888 2&, 98& 811? 

Regraded Unclassified



_,_ 

Ie aq ._a. tile pctilleDt fa41U -oenaill& the 
8&Dlt of Aaerioa ktiOD&l truat ud S&rlJic• .Luoo1&ti011 u 
tou-a 

1. tile oapi\al ntio 18 :t.. ud the ........,S ~ -
.u.poeit1011 to illpron it. 

z. OY-a.d -.b8tudazd -" are lar&•J ..,....,IIC ~~cue, 
hrAJ.tve ud t1ztaree ud other reel .tate are u 
peat u oapi\al. 

&. The pDbUc 11 aroe•IT aiel.ed llitlt. re~pect to eu'lli.Dc•· 

' · tlt.e book ftlae of UMte 1a lllbJ ected to woprincipled 
J'llll111C• 

6. Aa i.DardJ.DatelT Ullenl din..s.-1 po.Uq 11 toll-'· 

1. tile nlatioDI ot tile bult llitb it1 att1Uatel llaTe 

·~-bee~ u....t1pted b7 ~ 
rl110r7 autlt.ori tiM • 
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'!'be .,..tea of enterprises oontrolled b7 AMdeo P. Giamdld 
ateu froto, or ia affiliated with, the Trauuerioa Corporat1010. '!'be 
ayatea inoludea the followin& llatioul BanU1 'rbe Bank of Aurica, 
II. T.S.A. (berlJ18 as of Deceaber 31, 1936, 466 branchea in .285 -UDJ.ti .. 
in Calitornia), Firat llatiow Balik in Reno (operating eix br&llcbea, 
apparently in llenda) , Firat W&tiow Balik of Portlalld (Opera tine 34 
branohea in Oragon) • Tha s:yatea &lao bee what ,..,. be tha controll1J18 
interest in the National Cit:y BUilt of llew Yorlt and a large interest, tbe 
extent of which 1a at the praaent point or the innat igation lDieterained, 
in Anglo California National Balik or San Franoiaco (operat1Jl8 18 brancbea 
in Calitornia and affiliated with AJ18lo National Corporation, which bolda 
aubatantial intereate in tbe Firat llational Balik or Fairfield, California, 
Firat llational Balik ot Loll8'fiew, llubington, Balik ot Sulaun, I .A. ot 
Suisun Cit:y, Calitornia, llecbanica aDd lleroh&nta Rational Bank in ValleJo, 
California, Firat llational Balik ot Weed, California, Fiut W&tional Bank 
or Jraka, Calitornia, and at least one state ~). 

'!'be a:yatea also includes tbe following at&te ~~ Bank ot 
Alllerica (California) (operat1Jl8 nine branchaa in nine cota\IDJ.tiee in 
California), Bank of Lake, Nortb.!:rn California Banlc ot SaviJ18s, and an 
interes t, tbro"ih Anglo California National Balik am the .lJ18lo Rational 
Corporation, in lolodeato Trust and Savi11ga Balllc ot llodeato, California. 

In additio11, the system includes the California Joint Stock Lalld 
Bank a11d the Banca d 1AIIIerica e d 1I telia ot Italy. 

In addi t io11 to banks, the system i ncl udes the Occidental Lite 
lll8ur&IIC8 Com~ and, with tbe Anglo National Corporation, the Firemell8 1 

Fund Inaura.nca Coepan:y and affiliated coapani111 General lletala Corpora­
tion , which 1o engaged in aanutactur1Jl8 steel product& in OeklaM and 
Loa AJ18elao, and aeTeral real estate coapaniaa , such aa Calitornia Lallds 
IDe., llaroh&nta llational Real.t:y Corp., and DoWlltown Properties Inc. There 
abould t1Dal.l)' be included Bancaaerica Blair Corpona tion ot lew Jorlt Ci t:y, 
tha iliTublent bonldng enterprise, which 1a aeaociated with the a:yatea 
b7 atockllolding and an identit:y ot atockboldera aDd of aanagnent. 

'rbe expansion ot the a:yatea 1a indicated by recent aoquisitiorus. 
In January, 1937, it abaorbed the !'irat llational Bank of Long Beach, tha 
Firat National Be.nJc ot Atascadero, California and in llarcb, 1936, 
acquired control ot the First National Barec of CaleXico, California 
(announced by the Coaptroller ot the Ourreno:y ao liquidated August 2, 
1937)1 io !l&rob, 1937 it acquired First National Bank or Paso Robleo, 
Calitornia1 in Jul)', 1937 it acquired control ot Firat National Bank and 
!'irst SaTiJ18a BUilt ot Gleodona, California. In addition, included aaonc 
the br&l1che1 ot the Balik ot .....,rica, 1'.-T. S.&. llltlltioned abon, are 44 
acquired durilll 1936, including tbl Baaboerd llational Balik ot Loe .lqal.ee. 
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Tbe practice bee been to tum tbe acqu.irecl banka into brancbaa of tba 

Bank ot .lurica, !I.T.S.&. 

The corporate aotirlty ot tho ayatea baa been obaractorisecl bT 
i ncl'$asea in the stock ot the corporation an4 the distribution to atock­

boldera or 'l'ranaamericaoin tbe suaaer or 1937, ot ,. large portion ot the 

atoct held by TransWRerica in Bank ot .lz>erieo, N.'I'. S . .4. '!'be purpose ot 
this atoelc distribution 1a undoubtedly, in part, to create a urlcet 
value tor Bank of .taorieo, II.T. S.A., etock which would enable trad1n& in 
tbat stock b)' Transaaerica Corporati0t1 ae well ae the t1nancial di'I'Oree 
ot the Trene8JIIeriea enterprises fl"Oil tho Bank ot America , if that should 
seem advieable . 

4 consideration of t he personnel ot the directorate and tha inco1011 
tax history or Giannini and his leading aaaociates co•pels tbe conclusion 
that A. P. Giannini is the only substantial figure erldent. It 1e diffi­
cult to aa,y at this point how tar Giannini is, in tum, under the dOIIi.na-
tion ot lll•tional City Bank interests , or t hose interuts under hla dOIIi.nation. 
As coe~parcd with other financial giants, Giannini income an4 investment& 
do not seem to be particularly largo. While between 1902 an4 1935 be 
aeeJ:IS to have operated t hrough a personal holding co111pany (with relatives 

aa poalY8 or dUJiliiY associates) in inveatoo..nt speculations in hie own and 

other coapeniee, bill incoae tax ret ume tor 1932 011 show ei t ber aoderata 

inco .. or losses. 

'!'be Tre.nsrunerica Corporation's stock is well distributed, the!'$ 
being approxi1118.tely 210,000 stockholders . How far Giannini and hie friends 
may have factually deterodnative stock interests 1a at thla point of the 

inv~st1sat.1on unknown. Rowaver, it should be pointed out that wheD 
Giannini and the Elisha Walker interests fought tor control of the 

Traneuerica system in 1931, it was neceesary to hold large II&SS aeeUnsa 
of tbe s tockholders all through California end otberdoe t o engage in a 
•1despreed cupaign in order to bring about the tbrec-t o-ono vote in 
Giannini ' s favor. 

With reference to tbe r 1nancia.l condition statall8nts which have 
been iasu.ed , it 1a or interest to nota t!Bt the Tranaa.erieo re£1atrat1on 
stateaent, Fono 24, tiled with tbe SEC in August, 1937, contelnln£ schedules 

as of Decaober 31, 1936, discloses that tiB certified public accountants, 
Ernst and Brnst, said wi til regard to their certification that it eon red 
all subsidiaries •e.xeept banks and iusurance c0111paniee• and that in their 
opinion tho statement, in general , waa correct •excepting ae it bears 
on statements or other companies the information on the financial position 
and operat.1n£ results of banks end insurance co11peniea aa s '-!1 in their 
reports ot oondit.ion and etatcumta aa tiled with tbo1r respectift 
re£ulato1'7 authori u ..... 1 • all as suppleunted by certain notea and 

supporting aobeduleer •(excepUJI& stata•ents tor banks end i nsurance 
compeniee u to which •• ll&de no exaainat.ion) . • 
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PinallJ, it should be noted, .. endtnee of tbe upreaaion which 

the published stateaenta heve ll&de upon the 1nnst1Ag public, that 
Standard Trade and Seeuri ties 1n Febru&l')', 1937, intomed ita readers 

16 

thet Transaaeriea nopresentad ownership of the lerg•at benk on the 
Pacifi c Coast, that •the 1:18Jlagement is pro£l"'ni ve and bes taken full 
advantas• of chAnging situations, • that since 1933 deposits have i .nereased 
and expenses have been reduced, that the Bank of Merica, li . T. S. A. , 
representina 63 per cent of Transar.eriea net aeacta, is the fourth 
largest bank in the United States ' " bile in July, 1937, the same 
periodical advised holding the stock for fair possibilities. 
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TREASURY DEPARTMENT 

COMPTROU..£R ~ THE CURREHCY 

WASHINQTON 

llowuber 2, 1937 

' , .. e..,. ..- ¥'J 

1.7 

Pureii&Jit to 1fNr requ .. t, I u pl•ae4 to tllrDillh 7011 t!w 
tollowiJIC 1atoration witb reference to tM Bailie ot .larica, •tio-.1. 
'f'ruat I< S&rlnsa .leaoclation. The 1ntoration ia taken tra. tbe laat 
euainetion Wbich n b&n in our ottiee, Wbiob .,...snat1on aa 
oo•plated on .l~~g~~~~t 17, 1937. 

Our exa•l ""ra are in tbia bailie at tbe ~eDt tt.e and will 
eOIIplate tbeir report in abou.t tbirty ct.;ra. The laet .,...smt1oo and 
tbe Jli'Qent one ia Wilier t» d.ireetion <:1 ba•l ner L . B. s.dlacelt, Wbo 
bu MeD in tbe S.rrlea aboot tbirteen JWU•• Cb.illt Jlationel Banlt 
bus.,... Sbanl•J b&a M&o ill in tbe boapital ainoe tbe MCinDiDI ot 
tbe .- and •• not able to ~tioipate in tbeae .,...1net1ou. 

'l'ba laat report ot uudnet1oo abowa -

Ct. pi tal 
Surplus 
OodiTided profits and rea•~ tor 

eontinaenciea 
Eatillate4 ftl.ue ot uaeta not abown 

OD booka 

Total deposita 

'lbe report alao ab""a -

Dou~uaeta 
!ata&te4 loaaea 
Total depreciation in aeeuritiea 

$50,000,000 
35 ,000, 000 

23,09.3,000 

S95,371 

Cll' a total <:1 dOIIbttul, loaM& and depreciation <:1 $13,432,1.58, which 
deducted tra. total capital atructi!H ot $108,688,371, ~ ... .a ..t 
aound capital at.rlacture ot $95,256,2lJ, wh1cb 1a .a ratio ot ..t aCIDDII 
capital to cl.epoaits ot 1 to 1.3.29. ~. ~- liaW ftrioaa claaMa 
ot ••••t• u ala acsreptiDB $121 ,711:3,000. 

let erpt•• 

AcocrdiDB to _. repaft&, tbia 1luk --.cl. t w tbe ,., • • 

JWU' 19)6, $12,450,000 and eli...,.,. paid - dlriJI& tb• - ,.riGd 
-..tee~. to ta,ooo,ooo, ~Yinl• •t addition to tbe bal*1a ..U.9Yeol 
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profits of $4,450,000. 

Net eernings up to Septall1l>er 14, 1937 were $8,233,013 am the 
bamc peid dividems during the first Dine 110nths of t he T8llr &IIOuntiog 
to $6,400,000. 

Dividends 

This office bas no poorer to fix the r&te of dividems to be 
paid by national banks al¥1 can only object when dh1.dems are peid 
which would impeir the surplus, in ceses where the surplus is not greeter 
than the capital, or when peid in violation of other provisions conteined 
in Sections 5199 em 5204 of the Revised Statutes. 

lie have, however, often 8118gested to vari ous banks that they 
should not pay dividems al¥1 in other cases have reco.,.,.med a reduc-

1.8 

tion in the r&te and uau&J.l.y our S\18gestions are complied rltb . SoJDe­
times banking students attempt to fix the dividem ,.te upon the capital 
in t he bank. This would Deed so11e explanation. ~s en illustration, the 
Firs t National Bank of New York has $10,000, 000 capi tal and $100,000, 000 
surplus am pe:rs di videma at an annual rate of lOOJ of its co1:1111on capital 
stock. 

On August 1 , 19.37, TranS&II8rica Corporation paid an asset 
dividem to its s hareholders al¥1 distributed 5$ of the stock or the 
Barile of lmerica, Nati onal Trust & Savings l ssociation to its individual 
shareholders. The balance or the stock or the national bank ia held by 
TraD8&1D8rica Corporation. The s hares of TraD8&1D8rioa Corporati on are 
listed on the big board of the New Iorlc Stock Exchange am are subject 
to the regulations and rules of the Securities Exchange Coomission. 

For purposes of comparison, I deem it expedient to give you a 
similar SUJllllai"}' of the Security-First National Bank or Los 1nge1es, 
which is one of the larger institutions in California under the super­
vision of this Bureau and also of the Chase National Bank and the 
Nati onal City Banks of Hew York City. 

The Sec uri ty...first National Bank of Los Angeles baa -

Capital 
($10, 8.50,000 Preferred) 
( 24,000,000 Co!laOn ) 

Surplus 
Undivided profits 
Esti-ted ftl.ue or assets not shown 

on boclta 

$34 , 8.50,000 

11,150,000 
17,151,000 

768,000 
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Tha report &lao a~e -

Doubtful aneta 
tatiaated loaeee 

$3,182,8J7 
1,'766,131 

lt tbe tiM ot tbe e:xaJOination tbe bank had a pp-ec:la tion 
in eecuritiee of $3,793,000 and elow aaaeta aagrep.tiag $77,858,000. 
O.poaita aggregated $573,000,000 and tba ratio nt eoUDd capital to 
do posits a s 1 to 9 . 72. 

The net earnings nt the abaYa nued ir>atitution for l9J6 
uouat.ed to $4,344, 000 and t2,2ll,2SO pe1d out in dirldenda on c.....,n 
and P"farred stock dur~ tho ,..ar. '1'be net earnings ot tba b&nlt 
tor tbe firot six 110ntbs or 1937 uollllted to $1,873,968 and up t o 
luguat 1 , 1937 tba b&nlt paid out in dirldanda $3, 460, 1t15. l cal.cula­
tion b&oed oD tbe net earnings tor the first oix 110ntbs nt tba rear 
ehowe tbat tbe net earnings ot the b&nlt up to .August 1, 19:37 would be 
$2,186,287. 

1be last report nt e:xaJOi.no.tion nt the llatiotal Cit'f Bank, 
made in lprll ot this rear abowe -

Slow aasete 
Doubtful &88ete 
Estimated looses 

Total deposi te 

$75,187 , ooo 
5,815,000 

25 , 979, 000 

$1,424, 000,000 

Tbe ratio ot aoUDd capital to deposita ia l t o 8.87. 

n.e last report ot e:xaJOination d tbe Cbase llational Bank, 
ade in &prll of this rear Bhowa -

Slow aaaets 
Doubttul assets 
Eatiated 1oeaoa 

Total depoeite 

$97,1.42, 000 
16,185, 000 
15,216,000 

f 2 ,oos ,m,ooo 

Tba rati o or sound capital structure to deposita ia l to 8.,32. 

It is belleftd that splendid uamtnatioDB han been ada 
ot all the henks .eationod and that tbo reports ot these .,..Jnationa 
reflect the true conditions. 

Honorabla Belli")' llorgentbau, Jr. 
Sacretarr of tbe 'lreaaurr 
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GROUP WEETING January 24, 19)8. 
12:00 Boon 

Prennt: 

B.II.Jr: 

Gaston: 

l!agill: 

B.II. Jr: 

!.lagill: 

B.M. Jr: 

llaglll: 

B.¥. Jr: 

llagill: 

B.II.Jr: 

Bell: 

llagill: 

llr. llagill 
llr. Taylor 
llrs Klotz 
llr . llcReynolds 
ll.r . Lochhead 
llr . Bell· 
llr . Gibbons 
llr . Baas' 
llr . Gaston' 
llr . Oliphant 

Well , should I open the meeting by saying it1 s nice 
to be back? I can't be hones t about it. But I ' ll 
say this: llrs. ll.orgenthau gave me a prize for the 
least fussing any te.n d ays I was gon.e. We had to 
have something • bank holding companies - so I 
just ,.anted to at least stay one step behind the 
President, anyway . 

Isn't that putting i t very nicely? 

You' ve got to be pretty agile to do that. 

That' s perfect. 

Well, Ros , what do you know? 

Well, that report came over from the S.E.C. , as you 
perhaps have seen. 

No. 

I sent it in to llr . Taylor. 

No, I have not. 

On the Rill, the situation seems t o be this . • •• • 

(Bell comes in) 

Bello, Dan. 

Bello. Glad to see you back. 

(Gibbons coaes in) 

'l'he Ways and Ileana eo.a!ttee is conclw11D& todq 

the public bearings on the ~ •• •• 
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Hello, Steve. 

Glad to see you. hxcuse me for being late. 

How are you (Klotz)? 

Nice to see you. 

21 

The Ways and !leans Committee is concluding today the 
public hearings on the tax bill, and presumably will 
start in again at the executive session. They have 
annoyed me somewhat in priva te conversation with the 
extent to which they seem jittery and unwi lling to 
carry their own load . I had a lengthy session with 
them Saturday afternoon, much against ~ will - with 
the leaders, in wbich they went over in detail all 
of the different suggestions which had been made to 
t hem 1n the course of the public hearings, principall y 
by lobb~ ists, and they seemed to me extraordinarily 
impressed by what had been suggested to them, and 
complained bitterly about the publicity which the 
Commi ttee had had, the f act t hat all the publicit y 
h&d been on the other side, and so on. What they 
seem to went t o do i s t o slide into the Treasury ' s 
lap the job or defending t hem against all of the 
various suggestions for changes t hat have bee~ made 
by these Washington r eprese.ntatives or various groups. 

The most important aspec t of that ·is this proposed 
tax on closely-held corporations with incomes or 
over $50, 000 . llcCormack, of Massachusetts, has 
f ought that very str ongly from the time it ns 
first suggested, and now claims to have a majority 
or the Committee against it. I don•t t hink he has. 
That is not onlY the principal remainder or the 
undistributed profits tax, but I think some provi sion 
of that kind is essential. But it ' s going to be a 
job of extreme difficulty to keep it in, even 1n the 
~ommittee and even in the House, not to mention the 
other side of the Capitol. 

Well now, let me ask you this . When does the Ways 
and Means Committee think they' ll report a bil l out? 

Well, Kr . Doughton has thought he was going to report 
a bill out since about last November 15. 
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I Anow, but I mean •••• 

So i f you spoke to him, be would say he was going t o 
report one about tomorro'N . I should say tbat with 
luck they might bave one by t be first of February. 
But if we have to t ake care of ex-Covernor Cardner 
of North Carolina end all the other gentlemen who 
have urged specific amendments upon the Committee; 
why , they won't bave a bill before March 1. 

Well , do you think it ' s time that the President 
should see them again? 

dell, I would - I ' d like someone to put a little 
stiffening in their backbones - wha t they r eelly 
need . Vinson has been publicl y excellent. He ' s 
carried nis load in t he hear ings very well. But t hey 
seem to sbare too much this i dea which I noticed was 
expressed by the Mi dland Bank in the bulletin Cy Upham 
dug up for me, to the effect that taxes ought to be 
satisfac t or y to the t axpayer , and if they ere not 
they should be r epealed . That seems to me a kind of 
unat t a i nable ideal. 

VI ell , I 've read the newspapers more carefully when I 
was away than I ever rend them here, and - I mean I 
got the time t o contribute t o it every day - and if 
a person made a synopsis of every business committee 
and every business or ganizati on that makes a r ecommen­
dation on what to do, they ar e a hundred percent for 
doing away with surplus t ax and capi tal gains . 

That's right . 

And - but • •• 

Well , on that, I ' m not so much r;orried by the ma jor 
aspects of that. I think Vinson ' s 20- 16 plan will be 
retained vri thout much troubl e, end I think their kick 
on the capi t al gains is mainly on the complexity of it. 

Well , let ' s leave it this way . I'm here, feeling 
well; I've again gone beck t o ~ sled factory for the 
time being. I mean I got a complete mental r est. 
I couldn't exercise on a ccount of my back; I wrenched 
it riding hor seback . Horse shot through - couple 

' 
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vertebrae out. Saved the hor se - which was soaething . 

Well, anyway, if and when you need help, will you 
run up the proper signal? 

This week, I think, will tell the story. 

All right. 

My main purpose in these relllarks is to give everybody, 
including IJlYSelf, a cold shower bath. 

Al~ right. I notice you say shower bath instead of 
a bath - not to quality it - for sixty fBIIlilies. 

1bis is not the Interi or Depar tment. We rely on 
shower baths over here. 

A~l right, fine . 

One thing I wi sh everybody would do - when I ask for 
things like this, Master - in the future, when I 
specifically a sk for something , write it down for lira. 
Klotz, and one for llr . McReynolds, and one for ~e . 
'Nhen I specifically ask . 

I wish, Mao, that you'd ask everybody to give you 
within a reasonable tillle all surveys and studies that 
are being made within tba Treasury, and how many 
people you've got working on them and bow long you 1ve 
been working on them. That includes statistics, 
research - now, for instance, I asked somebody to 
give llle a report on this self -help tbi.ng her e and it -
the question is, is tbbt the one that the Presi dent 
wanted, you see. I wish you- that inc~udes liealtb 
Departlllent, everything. I ' d like to know - regular 
fund, etc . I•d l ike that regularly once a month fro• 
now on. Wac, see? I want everybody: George, Internal 
Revenue, Customs, Oliphant ' s office, llagi~ 1 s office, 
Bell ' s office, Accounts and ~eposits. I want e report 
from them of every piece of s tudY and research that i s 
going on. I •d like it once a month. 

•~ risht. 

I think we ousht to hen it once a 110nth - how auch 
11 soins into it, how IIUCia it costa, ~ that sort of 
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tiling. That includes everybody. 

I got a book on that out in my room. We started it 
once before. Tllat ' s been kept up-to- date. It may 
not cover it all . 

I 111 bet you a five-cent cigar that you can smoke ••• 

I don't smoke cigars . 

••• tllat you don't know in your book what Mr . Slloup 
is doing . 

Tllere's no report on that . 

What? 

No report. 

I 1 11 bet you a five-cent cigar you don't know about 
the study that George Haas is making for Professor 
'ilesley !Litchell. 

I think you ' d probably lose that one, because I 
think George ' s people are keeping ·all of that stuff 
up. 

Anyway, will you do that? 

I•m perfectly willing. 

So we kind of bring it in. And I promise to look at 
it. I can't look a t it it you don't bring it in. 

But Just a little beading - one tor Mrs . Klotz and 
one on Mr. McReynolds ' desk. 

Wbat have you (Oliphant) got? 

That of course covers studies and not extended work 
on an individual case. 

Well, I would say studies. I mean, for instance -
I don't know what you're doing, but, for instance, a 
study of brancb banking, or anytbing that is not a 
case. 
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Tbat 1 s not a case . 

I don't mean cases, but what you call - I don't 
know wbat you call it legally. 

Study - study project. 

Study pro ject. 

25 

As opposed to - for instance, we 1l l bave a CustoDa 
case and we'll work on that opinion for three montba 
regular staff work. 

I don't mean that. 

ProJects. 

I mean I•m not up-to-date. But tbe sort of thing 
that you bad Yntema do. 

Customs study in New York. 

Yes. 

I'm just in tbe process of seeing my people and getting 
up data on hard cases they bave left. 

All right . ~oes that make it •• • 

Perfectly clear . 

We're ready on that waOuardia tlllng. It's being held 
up 1n tbe Department of Justice, so I may have to •••• 

Vlell , wben will you hs ve s suggested bill for me on 
brsncb banking - holding companies? Bolding companies, 
not branch banking . 

Tbe copy of tha t is in Taylor's bands now. 

Got one . 

All r igbt . Have you (Oliphant) got snytbing else? 

Jo, notlllng except •• • •• 
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All right . But you understand wbat I want on studies. 

Tbe Bulletin of tbe Section of Paintings and Sculpture, 
Procurement ~!vision, came over to my office to be 
looked over, for · our approval. It contains an announce­
ment of a new Jefferson nickel - contest for t be design. 

Tbat •s rigbt. 

It•s rather an interesting thing; of course, will stir 
a lot of comment and controversy. I wondered if you 
wanted to nave us make tbis as your announcement, or 
should it be bandled in some o ther way. I bad a 
story prepared f or a newspaper r elease on it, if you 
want to do it in tbat way. 

I cleared it at Cabinet. 

You cleared it at Cabinet . 

The only thing I d idn' t clear - I'm doing it on my 
own initiative - tbe President said, •Put the buffalo 
on t he back," but tha t WfS silly; be wasn1t thinking . 
I mean to bave Jefferson s head on one side and tbe 
buffalo on tbe back - you could imagine tbe kick tbat 
would create. So on my own - so l e t it 8? · 
All rigbt . Did you bave any contact with anybody on 
tbe Hill on the thing? 

No . Not necessary . 

Tb1nk it's not necessary. 

Any more tnan -.hen we got out tbat dollar . We d idn' t. 
uo you? 

I tbink it will cause a lot of comment, lot of contro­
versy, becau~e you•re giving Jefferson a little more 
than ever has been g i ven . Washington bas bad his 
picture on one s ide . Tbis has 

Well, «e•re l eaving that great democrat, Lincoln, 
on tbe penny. 

He ' s only on one side, though. 
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What ' s on the other side of this? 

Monticello . 

What do you want, a buffalo on the other s ide? 

I haven't any opinion; but it ' s going to be very 
interest ing . All right, we'll shoot on it . 

That 1 ll take thei r aund off holding companies. 

We'll shoot on it tomorrow, then. 

I still think it ought to be the memorial - the 
nickel be the memorial to Jefferson. 

I told the President that at Cabinet and the 
President said, "Danny would think of that.• 

Save money. 

All right. 

I $Uess that's all right. 

Taylor? 

Series of tbi.ngs. We 1 ve got this holding companies 
thing; having little trouble with definition there, 
and we have that ready for you. 

Jesse wants to talk to you • • • • 

Before. 

••• before, with the i dea of possibly not going to 
the Pr eside.nt on that question about t he interest. 

Ha ha ha l 

That's this morning ' s bulletin. 

Well, I •ll tell you somet hing very tunny. I've made 
up ~ mind that 1f I went over there with Danny Bell, 
I was going to sit tight, and t he President could raa 
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it down his own tnroat, but I wasn ' t going to s ay 
"~es" - bet'ore I' d give up 15 or 20 c i l lion dollars . 
hll right . When is t he meeting scheduled? 

lie ' s naving - on what? 

"ell, I asked you to huve a meeting on 1'/ednesday 
or lbursday . 

I don ' t know .vhether Cy made it for Wednesday or 
Thursday . He was t o r eport i t i nto our oft'ice. 
I said I t hought ~·hursday would be a l ittle better. 

(To Mrs. Klotz) As~ llr . Jones if be coula come at 
10:)0 tomorrow morning . 

lu: JJ . 

If t hat would be convenient. Any time bet;veen - either 
10 : )0 or 11 , woicnever suits him best. 

Yes . 

See? I 1 ll see Jones tomorrow . 

He •s seeing the President a t noon today, but no t 
about tha t . 

(Laughs) Now listen, Wayne, I •ve been down just 
l!llbibing sunsh1ne and fresn air, and no exercise, 
soi1ve had plent y of time. Got any other good fish 
s t ories? 

~ell, let ' s see •••• 

Ho.v are your Callen arches? 

Apparently it wasn't tha t at all. 

II ell, I t ell you wha t you do . .'le 111 see how .ve get 
a long . But bet'ore I see J esse I ' l l see you - or even 
later today , or tomorrow morni ng . 

All right. 

Before I see him. '1/hll t else? 
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.llessrs . McReynolds, Bell, and I have a br ief 
communication to give you. 

Which is that you leave i t to me? 

Pretty much. 

Well, we can go into that afterwards . 

Yes, that ' s something I want to talk about . 

Now, Dan, I can• t quite lay my hand on the letter that 
Jesse wrote me. I wish you 'd have that. 

I have the co~y of it. 

Plus an answer for me. 

You want an answer to him? 

Vlell, I mean a memor~tndum . 

Yes . 

Now, ther e are two things - now, make a note of this -
two things_ that I want. The letter which Jesse •.vrote 
me and which - oh1 ubout o month ego, saying he wanted 
to do his own financing, which I never answered. 

Yes. 

And I got to t hinking it was a mistake to have a letter 
like that kicking around and come back six months from 
now, as to why he'd better do his own financing. I 
want to answer it, Humber One. I want you to draft 
that. 

Number Two . Jesse made a mistake when he wrote me 
this last letter of January 191 and I want to answer 
that, and in that I want to remind him that we were 
ready last June, as I told Mr . Taylor, and Taylor 
said I could do that; that the Commodi ty Credit bill 
has been r eady since the date - whatever it was - that 
they met in Mr. Taylor ' s office; and, as to the R. F.C. 
bill , we ' ve been waiting on him and the enti re t hing 
i s up"t o him. I don ' t want him three months or six 
months f r om now to say that ei ther the Commodity 
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Credit or the R. F'. C, bill were waiting for me; 
and I want to make it plain, as l ong as be ' s written 
me those tNo letters, t hut we wouldn ' t let him do his 
o~~ financi ng until he has an honest balance sheet . 
It ' s up to him. Be's asking for it, and I'm going to 
give to him, and give it to him perfectly straight. 
I don't want him to come buck and say, •I could have 
borrowed money at· a half of one per cent, but Morgen­
thou wouldn't let me; I could have had a Commodit y 
Credit bill in, but Morgenthau went away f or ten days; 
I could have cleared up the R. F. C. , but Mor genthau 
wasn' t readY· " It 's not so . 'lle•ve been ready since 
last June on the R.F.C. bill , ready on Commodity Credit 
since that roee ting took place 1n his (Taylor ) office, 
where he agreed to everything. 

Around November 15 . 

And then he had to go away on his vacation for three 
Neeks. And I want to make it plain that I will not 
let him ao his own financing until he cleans up his 
balance sheet . Now, he's written me two letters 
whlcn I think were silly, but he ' s done it and I've 
got to answer them . I can't let them ki ck around in 
the office . I mean I 'm not going to have Jesse do 
sometning which I don't understand and six mont hs 
from now come back and say, "llorgenthau went away 
and I had to sit a round and wait.• 

I don't lO!Oif whether you (Tayl or) sgree with me or 
not. But I didn ' t ask him to write me . But he d i d , 
and r•a going to give him Jus t as stiff an answer -
per.fec t l.i' polite, but let nit:l know where we stand. 

I don't think this last one wa s intended to be ••••• 

In his own handwriting , on the bottom. 

Yes, I know. 

"ell , I don't know, personally I think J esse is a 
fine fellow, I think he ' s absolutely trustworthy and 
honest; but be ' s the shre11dest horse- trader in 
Washington, and whe.n he writes me a letter he ' s got 
a reason for it, and when our skirt s are cl ean and 
we •ve tried our best t o cooperate with him, and be 1 s 
always horse-trading - I just want to make a record • 
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!low, I didn 1 t ask llilD to write me. I don• t 'Nant 
him to go on the Bill and say, "Well, I could have 
borrowed the thing, but Uorgentbau didn ' t let me. 
He charges me two percent and I could borrow it for 
a hE.lf of one percent. " And furthermore he again 
comes back and says the only reason be reduced the 
interest r ate was so that he could pass it along . 
Well now, that isn ' t so . 

Not entirely. 

Part of the reason for reducing the interest r ate 
was so • ••. 

Was the ad justment. 

•.•• ~as the ad justment. 

His contention is th~t that ~dJustaent didn ' t t ake 
into consideration the loans ~ade to states for 
reli~f purposes . 

Well, if you - is it crowding you too much? 

No, I 've got a draft of it . 

but 1 want you to toke the two letters and give me 
one answer . 

O. K. 

And if you and Taylor would come in a t 10 to~orrow , 
why, I'll go over it with you a t 10 before I see him. 
See? 

O. t{ . 

But I ' d like you to draft it, if you would, please. 

I•ve got a draf t of tne reply to the l etter of 
January 19 . I thought I ' d better go back and figure 
out some of these average rates . 

But there 's another let ter which he wrote me 
previously, saying he wanted to do his own financing , 
which has never been answer ed. I don ' t like these 
unanswered letters. 
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He picked out e year wbicb was very favorable to 
the R.F.C. If be went back to the time you came 
in, he couldn't borrow money ••• 

1 1m not asking Gaston to come in on this thing 
like on the Comptroller General. 

Ob, you don't want to burn him up . 

This is Just a straight reply . 

Were you talking obout the Comptroller General? 

All right. Wayne? 

lnat•s a11. 

Let's make it l O:JO and a ake Jones 11. !lake Jones 
11, and Taylor ana Bell 10:)0. 

George? 

I •ve got a feN things here . 
reporting companies . Those 
is in the business picture . 

Here are some of these 
figures are the best there 

Yes. I saw that the Federal Reserve is releasing them. 

Oh-huh. Those last two figures ere their figures, 
you see, and about equal to a year ago, which is 
very good considering the situation. 

Everything else not so good . 

You ' ll notice Steel has turned there. 
the second one there is U. S . Steel. 
the right direction. 

You•ll notice 
At least going 

How does that compare with last year a t this time, 
on Steel? 

Oh, I've forgot, but it ' s way down. 

I t's way below. It was up in the 50 's, wasn' t it? 

Last year it wa3 the peak . I don• t remember ex.actly. 
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Approxima t ely , first two weeks of J anuary - t hi s 
is upproxima te, averagi ng the two - t hey d i d about 
a nunor ed thousand t ons each week; t lla t ' s t he 
approxi.mate aver age; against, aga i n aver ag i ng, 
about JSO,OJO tons a week the pr evious year. 

uas t year . 

Last year . 

One-t hir d . 

On t ho other hand, the mer chandisi ng s t ores are 
doi ng 'Nelt, aren 1 t they? 

That ' s r ight . On physical volume the depar tment 
stores ere a littl e above a year ago . 

George, I see that lLr . P&ul liaz.ur retained a group 
t o make a study of what ncppened last year - in 
today 1 s paper, or Stinday 1 s paper . 

Sunday ' s paper, it was . 

33 

Yes . Re t ained t wo Ger me n exi les t o do a study for 
him . What is t ha t institute - Soci al Science, i s it? 
~· hat is tnvt coll ege? 

Princeton? 

Social Science aesearch Council . 

No, in !lew York . 

!lew School for Social Research. 

New School for Social He sear ch. Who ' s the Direc t or ? 

Johnson, isn•t it? 

.<lvin Johnson. 

Alvin Johnson. They made a study, and the headlines 
all say, "Against the Taxes ." You read all t he way 
do~n and you don't f ind a thing against t he taxes -
not a thing. We ought to get a couple copi es , so you 
can have one , and everybody else t hat wants one. 
Magill Nants one. everybody else that - will you? 
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I •ll get it. 

The most unfavorable piece of reporting I ever saw. 
I read the thing carefully . Did you (Taylor) read it? 

( Nods yes) 

I couldn' t find anything about taxes, could you? 

(Nods no) 

Still the headline says , "Report of Social Science 
School, blvin Johnson, Director, Says tae ! axes were 
tne Fault of Last X ear ' s Depression. • bnd darned if -
I read the whole t hing through - I could see it. 

It ~as all about junior capital. 

There wasn ' t a t hing about - the only thing tha t made 
sense, I saw Paul ~azur NBS benind it, and financed 
by Lehman Brothers. but the reporting - I never saw 
anything like it . 

Could you - you ought to have for me no1•t , George, 
that business on going beck the l ast year, the 
analysis . 

I think I' l l have t ho t for you. 

llow would you describe it? 

"Cnronology of the Busi.ness Situation Since July 1, 
1936 • • 

J.nd what about ilesley llitchall? 

lie ' s at Nassau, not expected back until February 1. 

'lo'ha t you going to do? 

Well, we can t alk to his assi stant , Arthur Burns, 
that he had down here . 

Well, have him come down. l!ou see hia. 

Baas: O·K. 
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Get aim down, will you, ~uick? 

Do you want to see uim when he comes? 

Yes , if he has anything to say . 

0 . t( . 

Wbnt else? 

Venderblue was in to see me . Still pr etty blue. 
Pinned nim aown, Lnu he t hinks ther e may be s spring 
bulge. 

1'iho ' s Vanderblue? 

He ' s ;vito 'lri-Continental. ne lll!S; I'm not sure he 
is now, because just before I left on tile trip, a 
mLn ldlo wns .vi tn Goldman-Sllchs, named Neess, 
wno ~,;sed to .vork Ni th me out i n Detro! t, Svid he 
l'ta s going over as Vice Pr esident in Cho.rge of 
~esearch . So woybe Vanderblue is not there; I'm 
not sure . 

What else, George? 

I ned so~ae i nter esting charts - some time, if you 
bave time - t~ke ~uit~ a little explanation to go 
over them. 

We• ll get " rounJ to it . I 1 ve got lots of time. 
ol'het else? 

;,allace is nav1n.; s.:>::~e :le~tin,;s on business condi­
tions about once 6 mont h . I haven ' t attended any 
of them, but I sent Daggi t over tnere . He nas 
Golden<Veiser tnd Lubin and sever al otho:r people, 
end .•• 

o~ell, if you ge t a cll1lnce ••. 

I understand they called you on the last meeting, 
but you were out of town. 

llallace said he was not to be candidate for Governor 
of Iowa this year . 
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Senator . 

Senator, oh yes. Not going to be a candidate tor 
anything. 

•nat happened to the price ot oorn at~er that 
announcement? 

I don't know. Ask George. 

•nrthing else, George? 

That ' s all I have, except 

1 111 give you t1ae. 

... 
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Xou (Lochhead) gave me - I don't lmow whether through 
Deceaber or not .•• I think you did. I don't know 
whether you did, or Barry White - showing the ma Jor 
moveaents of gold each month last year, then a lit tle 
notation what happened. Is that up to Deceaber? 

Op to December . 

Uid you include the month of December? 

Well, included everything they had figures on up to 
that ti.me. 

Well, Will you bring 1t to date and through Deceaber? 

Bight. 

I aean do - ! don't knOw whether it was tor the 
cale!ldar year. 

Oh, 1t ran back the full calendar year . 

lli111 you tix it up? (To reporter) . Explaining the 
movement ot gold. 

illhat? 

Lochhead : ~ea, sir. 

H.M. Jr: All right. 

, 
• 
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1 1 m holaing up the two lettors t'or the February 
purchase of s i l ver, for both Canada and Mexico. 
I•m holoing them up on the desk. 

hlso hol~ing up the Mexican arrangements with the 
Fed for the credit. 

Gave them a .. ord on it. 

3? 

Yes , this will go through, but it wasn't ready for -
until about two or three days ago. 

Gave them a word on it. You mean permitting thbm 
to borro~ agai nst gold . 

I don 1 t see any reHsons f or not doing it. 

There isn' t any reason. I mean because they con•t 
keep their 30rd is no reason wby we shouldn't keep 
ours. 

That ' s one of the tnings they'll ask about this 
af t ernoon: whether the commitment to buy silver 
for february from Mexico has gone through. 

When docs tha t come through'! 

Tney nave to apply for the rene wa l on the middle 
of t he month, wnich they both do . There is no date 
set for us to give them the reply. r.e try to give 
thee the reply so it re: ches tnem by mail in time 
for the new month ' s business . 

Nhat would be the deadline? 

The deadline would be somewhere around Wednesday or 
Thursday of this week. 

You mean tne Jlst? 

l<e nove to write the letter up to the Fed and t hey 
have to write the letter doxn t o Mexico. 

I thought it was a middle-of-the-month agreement. 

No, it runs for the calendar month, but they epp1y 
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for it the mi ddle of each month. 

I see. Well , have we granted it for February? 

Not yet. The letters are all prepared, but they 
haven' t been signed. 

38 

There's been very little going on in gold. Haven't 
been getting any i mports to speak of , no exports or 
no ea rmarking; but or course we a re accumulating 
4uite a lot or domestically produced gold . That baa 
crept up. 

All right. 

On Opper, I took him all around . Pat Harrison has 
go t that under his thumb end they 've got to use the 
paddle on him . I talked to Jim F&rley about" it. He 
said, "You can do mor e with Pat, Steve, tluln I can 
right now. You ~now, I was part of the scheme to 
kick t he ground out from under him tha t time with 
Barkley •11 But Pat ha s asked me to keep a Customs 
station down at Biloxi which we were going to drop 
out. ! 1 m going to do it for him. 

Getting pretty expensive , getting Opper in there, 
isn't it? 

Well, this t hing we'd do anyhow. 

I put two men on. Had to give Wagner 's man c job 
and Pr esident ' s deacon of hi s church a Job . Let 
me call. 

(On phone) Senator Harrison, please. 

He was very nice to us. 

~ut be hasn' t done a~tbing . 

He basn•t done a~thing , and of course be can just 
let that thing l ay i n committee. Everybody else is 
all right . 

*ho's the secretary of his committee? The boy we 
always work with. 

Regraded Unclassified



:Jug ill : 

H. !.! . J r: 

.Jagill : 

•· • .l . Jr : 

l gill: 

H . .. . Jr : 

Uell : 

H. !. Jr : 

(,ibbons : 

Gibbons: 

l:! • ..: . Jr: 

Gibbons: 

H • .J . Jr : 

Gibbons : 

li . :l.Jr: 

Gibbons : 

- :20-

Skeeter Johnston. 

No , thll t natne isn' t f amilia r . 

Skeete r ' s t he name . 

de .n .. sn• t tner ,; l~st ye~r . 

Ye:;, ne .• &s . 

Johnston . 

Of t ht: r inr nee Commit t ee . 

Yes . ~>11 right . i'lell , t honks onywr.r for t rking 
hie up . 

You ' r e 110lng to '"u t o ni:n no•? 

I •11 \., 1.< to . tim . 

I n&v~ ~ l i s t htre of v&c&nci es i n Cu stoms a nd 
Int~rn~:.l R.:venue , ''hich th .. Pr esi a ent• s office -
t n"y 1 r u .::end i n& i t ov er once & ·::eek . !Jon • t 11ant 

39 

to b., botner ea ~Y itn tha t. J.nu eac h case, ol' cour se -
soce r eL son 11hy they h: ven 1 t been filled . :!ayn&r d 
ju~t uieu _n Boston . 

loell , let ' s leave it; t nis •LY . You tu.nale it up 
t o tne ~oint . . .. 

uetting to 1n i$j)<sse . lne r e Lre t~o no\"/ . Coll~ctor 
of Inter nLl !levenue up fl t Tt-co,t , S tE.te of .. Lsnlngton, 
;cna 1-ono &no Scn.:ellenb~:.ch arE tt oaas . 

.. el l , perfectly f r an.tly, tbose t ni ngs int~rc. t .\G t he 
l ees t of r ny t hin,; in the 'I r eLsur y - the ~ppointments -
c.nu if th" f e l lo"s 're oonorr bl e 1 nd ~ble E!na Mt.c &nd 
you are sn tis fied , I am . 

.. ell, the tnree c &ses .. oerE on~: Stru:tor ::~ nts on~; r nd 
Enother ~erLtor wants .... 

If it gets to £ ;>oint •-her" you c en1 t, t hen t n~ t 1 s my 
j ob . Eut it r eElly i nteres t s ~' the least. 

The office is functioning , ~nc ~·here t so SenuLors 
disag r ee, wny s hould we worry t bout it? 
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On that Ter ritory ot Hawaii - D07le - I aai d no. 

Jia baa told Wilson h6'd have to aubait another 
111111e. .Wilson ia lational co-1tteeun. 

But tbings like that - but up to tba point - I 
mean more tban pleased to leave it to you. 

Yea. On the posters I could only get two. In that 
campaign in 128 the President didn't reall7 run until 
right about tbe time or the state convention. 

Yea . 

And bis caapaign was sort or a tail to the Saith 
caapaign. lothin& available. 

I see. 

(On phone) Bello. (Baa conversation with Senator 
Bar rison) 

Bob {Wagner) hes been home - he' a been home sick 
ever since you left. 

Bow many vacancies are there, Mac, on that thinl 
over there- on that Tax • •• • 

There are three yet. 

You got candidates tor thea all? 

Bob Wagner• s candidate will till one or thea. 
That•ll be two lett. 

I mean Steve can Just till those as he sees tit, 
can be? • 

Oliphant: Jlol 

a .M.Jr: 

Klotz: 

Gibbons: 

(Hearty laughter) 

All right, that ' s all I wanted. 

Bear the department that came troa, 

lrbo i.Dvented that sound? 
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~e filled two of them on Herman while be waa gone. 

Two? 

Well , the second one basn' t come through, but it's 
promised. 

You (Gibbons) know now, don't you- 1n a pinch. 

When I go away. 

Well, we ' ll send you away, if necessary, for 
another week. In a pinch, now. 

baid to me this morning that the department ' s gone 
to bell while he's been gone; specifically, because 
we let Jetty O•Connor resign. 

I see. 

Well, on the ••• 

Send the poster to llrs. Klotz , will you? 

She's got them. I sent them to lliss Chauncey. 

Posters for the President's party . 

lbere ' s nothing available. 

• e•ve got a good slogan. 

I have e couple of Coast Guard matters I ' d like to 
talk to you and llac about - estimates - sometime . 

Post card? 

Coast Guard estimates. 

I wondered ••.• 

For large airplanes. I'd like to talk to you sometime. 

All right. 

Now, the other day you asked me about this Stitely 
case over in the I nterior Department. It turns out 
that Allen paid about '$20,000 to those payrolls. 
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Who ' s Allen? 

Chief Disbursing Officer. But I think his records 
are all clear. He had ce r t ifications, signntures 
in hi s files, etc. Jus t a good forgery all the 'A'&Y 
through. 

Plain c ase of fellow stealing, that• s all . 

ilut I think we ought to have some check-up on Just 
the procedure i n the Department - payroll handling -
t.nd I 1 ve started t ha t. I think 'Re ' ll find t hat tbe 
certi f icati on of payrolls is r a ther per functory not 
only in this Depar t ment but in every other depart­
ment, so I've started this morning getting a memor­
Dndum f 'r om e ach one sa to just ..-ht:t is done on these 
payrolls, and I t hink we'll have t o make some r ecom­
mendations on i t. You s ee, every payroll that i s 
made up by t he bureau head is supposed to go thr ough 
Mr . Harper and be checked, and I find that some of 
them do not, and the ones that go up ther e - why, 
he t~kes the certification of the head of the 
department . Well , that • s no t a check . I t hink 
befor e we're through that we ought to transfer a l l 
of the pl ates, tha t is, the name-pl ates, from the 
bureau heads to Mr. Har per; thnt he ought to make 
up the payrol l and send it to the bureau heads for 
check . 

Bureau heads in Treasury? · 

Yes, and if there a r e any changes in t hat payroll 
i t comes back to lolr . Ht. rper bef ore it goes to t he 
d isbursing officer. l:le ought t o know ~hy those 
changes are made . 

I'd be very much inter ested to folio-.. it. 

I t hink ;;-e ought 

Has £ddie Bartelt heard anything from hi s 22 men on 
cocial Security? 

He ' s been holdi ng conferences the l ast two days. 

Will you ask him if he wants to see me, and if t here 
is any state in trouble, tell him t o let Mrs. Klotz 
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know and I 111 see him tllis afternoon. 

All rignt. 

uill you? I f there is &ny stat£ which i s in 
trouble . 

I might tell you t h£t we have paid or ~ill have 

4.3 

paid out close of busi ness today t2J,700, 00J during 
t he mon t h of January, t nd v1e huve t aken i n 
$28, 5JO, OOO, so that we have almos t five million 
dollcrs receipts over pGyments . Some of these states , 
I am 4Ui te certain, a re drn.ving out E. good deal more 
than they need . Pennsylvania wants ten million doll ars 
on the first, 1-nJ t ney won 't li~ten to any other 
amount. I think i t becomes a good ma ny t imes a 
banking pro~osition . They like to put a bi g deposit 
in so:ue bank . No.;, Pennsy 1 venia probably ;-ron 1 t pay 
out ten million dollar s in two months . ·::e lose 
interest on the teo million. 

uo I see t hut you're showi ng it on the s t atement now? 

Yes. 

nll right, Dan. Nel l , if Eddie Bartelt has anything , 
tell nim to l et ~rs. Klotz know end I ' ll see him. I 
mean if some stt.te. - I'll see the t •o of you for ~ 
couple minutes. 

hll right . 

vnly if uny s tete i s in t r ouble. 

I don ' t think they have had &ny det ailed r eport yet. 

"11 r ight. 

Mac? 

~he only thing tha t troubles me, and t his is very 
tro'l.blesome, is the Collector of Inter nal Revenue 
a t Jer sey Ci t y . You sent i n t complaint of 
political ussessmeot of ont of his employees about 
s ix •eeks or t~o months ago, ana tol e ~e to £ 0 into 
it und bring it back . Tner e was E goo6 c eal to it . 
This llack •••• 
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!1-c;- c-k? 

Yes. report nbout tha t thing - I don ' t t hink 
there's any 4uestion but what Kelly has - wel l , as 
a matter of f act , the r eport shows tha t he's con­
tinued as ac ting bend of their poli tical committees 
althougn he submitted hi~ resignati on and it wasn't 
accepted; and I think there ' s been mor e uniform 
definite collection of percentage of salar y from 
a l l of the empl oyees in the office of t hat Coll~ctor 
of Internal Revenue thnn wo; have ever f ound any 
pl ace. 

Now, her e ' s a plsce - why shouldn't t he Coll1l!lissioner 
of Internal Revenue sit on tha t inste~d of my unving t o 
sit on that t hing end spend hours? Why isn't t hat his 
r esponsib111 ty? 

I should t hink it would be . 

Will you end !.!ac watch to see if the Job is done, 
and if • ••• 

I don ' t see why you should. 

Mr . Secretary, on this f ellow - a t the time he 
'Na s appointed, shortly af t er war ds we had a complaint 
and Herber t had a lot of correspondence - newspaper 
articles on it. hnd tha t r eally >'lent over to the 
.lhi te House . Tney .<DO>• 1..bout nis continuing on that 
boar d ; I mean they j ust s i mply forgot about it. 

\'/ell, I can't- .vha t I •m going to s ay, for procedure , 
in or der to ~ke the best use of my tice - I ' m tsking 
Ucrleynolds and ~r. Magill to tGke i t up -tth the 
Coamissioner and keep Steve Gibtons informed, so 
t ost ne csn l e t ~r . Fnrley .cno.v wha t we're doing, 
because il' :J r . For ley .cno.1s he ' 11 £l>:ays pl ay ball. 

Sure . 

He ah ·ays has; he 1 s never once • • • But I t d l ike 
a r eport b&ck by Monday a s to what •s happened, do you 
see? 

Yes. 
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But I mean this is, i t you don't a1nd - I mean 
it it gets to the point tnht some other agency 
outsi de ot tne Treasury interferes, tnen I ' ll 
step i n end beck you up; but up to tnet time I 
don't see why you and Mac end Helvering can't 
nandle it, keeping Steve informed so that •••• 

You shouldn't be bothered with this stutt. 

I don ' t think it ought to be • • • 

I mean hours end nours. 

You know, wnen that fellow was appointed, you spent 
more time 

But, llec, I want a r eport back on llonday on thet. 

Are you (l&agill) .willing to accept that? 

Well, I tnink somewhat the same sit uati on applies 
to me as t o you. I don't know why the Commissioner 

Perfectly true, but the Commissioner of Internal 
Revenue is directly under you, so you send for nim 
and give it to him, will you, with Mac. •Tnts i s a 
new way we're going to handle this t hing. If you 
get to a position that somebody is interfering, let 
Magill know, and Magill will take i t up witb me. But 
up to tnat time it's up to Belvering.• 

Jo air enougn. 

Bun, Mac? 

Yes, sir. 

I mean that takes a nalt a day, tnree-fourtns. But 
tne important thing is, it Gibbons knows wllat 1 s going 
on, t hen ne can tell Farley and Farley will leave us 
alone. Be always has . 

On yes. 

:!.'his nasn' t gone tnrouch 0~ baoauaa you said to me, 
•1 want you to 1nveat1&ata aDd report back to me .• 
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Well, you have . low I tbink tbe tbing to do ia ... 
Just as you suggested, I tb1nk it• a e good idea tor 
Ros to handle it. 

Have you (Klotz) got anytbing? 

Hot a tbing. 

•ell, see you all tomorrow. 

\ 
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J&Dual'T 26, li38 

1. Bold!Da OOJIII&JQ' &1't111ate (ba.k holc11q oo.p&JQ') na c1et!M4 

1n the ~lng Aot ot li33 •• &!17 corporation, bua1na .. truat, 

aaeoo1ation, or o~r ata!lar organization 

A. 11h1oh O-.!.& or oontrola, c11raotl7 or 1ndireotl7, 

1 . A -Jorit,. ot the aharea ot a -.her bank, or 

2 . OVer ~ ot aharea 'l'oted tor election ot diractora 

ot bank at last election, or 

B. Which oontrola 1n a117 •nner election ot a -Jor1t,. ot 

the d1reotora ot &117 one bank, or 

c. For whose benefit eubatant1all7 all the stock ot a 

... ber bank ie held b7 truateea. 

2 . In en•1n1ng state -lllber bank&, Federal Reeene n••1nera 

have the dut7 ot eltUiinlng the atta1re ot affiliates to 

c11ecloee full7 relationships between them and effect uPOn 

the member bank. U resistance 1a offered, the -ber ban• 
-7 loee membership 1n the Resene S,-.tea. 

(The Controller has the same powers and duties in 

connection with a1'fU1atea ot national bank&.) 

:5. Bach state member bank 11111st turnieh the Federal Reeene Board 

at 1-at three reports each 7ear troa attU1atea (1noluc11nc 

hold1Dg c~117 &1't111atea). Ad41t1o11Al repol'ta aa:, M re­

quired b7 the Federal Beaer ... Boai"Cl. 

(Iational b mlal -t halah a1•U•r repol'ta to 

the Controller.) 

Regraded Unclassified
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,; Holding ooatpaniea, 1t the;r want to YOte thei r stock in 

national banka aDd atate -ber balllal, -•t aecUJ"e a Totinc 

pel'llllt .rrom tlw Pede:ral Reeern Board. 

To get a Toting penait, the;r .uat agree 

• · To be examined b;r Federal Reaerve aDd Controller, 

or both. 

B. To permit ex•mination o.r all banke 1n group. 

c. To bulld up a special reserve o.r aeaete other 

than bank etocke. 

D. To not be a.t.t1l1ated rlth an inTeetment compan;r. 

E. To declare d1v1dende onl;r out of actual net 

earninga . 

Voting peralta ma;r be cancelled b;r the Federal ReaerTe Board 

.tor 

A. Violation o.r the statute, or 

B. Violation of the agre_,t gino the Federal Reaerve. 

6 . Penalties a.tter revocation of voting permit -:r be 

A. llat1onal baDiu -:r be den.ied the right to hold public 

t'lmd8. 

B. Iatipnal banka -:r be Ullia4 r!abt to pa;r 41't'1deMe 

to the hol41nc o~·'Q'• 

Regraded Unclassified
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c . Iational b&IIU •7 be o1te4 to court tor reYooatioaa 

ot oharter. ·. 
D. State -ber ~. •7 ban aa.berah1p 1D Pedarel 

ReaerYe cancelled. 

7 , There 1a a 11m1t to the aaount ot lo&Da a member bank can 

•ke to a holding OCliii!Pazl7 att111ate. 

a. HoldiDg o.-paniaa are 11m1ted 1D their r18ht t o Yote tor 

directors ot reaerYe b&Dka. 

Regraded Unclassified



• ; .. 
Sou Factors Involved in the ~aaUon or 

DISSOUfriO/I 01 BANK HOLDING CJMPAIIIES 

) t 

Conrid"llttol 

Thoro .. as no regulation pri or t o the Bankl.ng Act of 1933, when the Board wao 
glvon limited authority. 

'i'here, ere 61 grou;>a In the tell of 1933, not including n r ew mth oo)Jr non­
co:>ber banks or no sreet im,>e>rtonce in the tot al tlc~urea . 

21 croupq , thrau&h tils~aal ot bank stocks, aorgera, coaversions to branches , 
etc. , i n ~st cases, havo •!nee been either completely te~nated or deter­
::J ined under Section 301 t o be •accidental• groupe , ea•braclnc 322 benklng 
orrlcos and deposits ot over ~1 , 200 , 000 ,000 In 141 tovms. 

One other s:Mll group""" absorbed bY a larger ono , leav inG 39 (of the 61 ln­
volvlllc ot least one member bani, ouch) grou1>s •·:hloh ombraced 576 beAks wl th 
659 brcncbeSot-1,235 bruakln.g ortlcoa--and deposita ot $4,540,000,000 in 816 
towna In 1933, a s compared wi t h 410 banks with 890 brancbea--1,300 bonking 
otrlces--und deposits or t 6,360,000 ,000 in 847 to.no at preseot . 

Principal cases or exponaloo: 
Tranouerlca - Net increase . 7l towoa, U:3 banklag ottlcea 
.!:Irina :.Udland - • • ll: • 14 • • 
V. s. Notional Corp. (Ore.) - • • 10 • 10 • • 
Alcour3 Socuritl~s (Fla.) - " " 4 • 4 • " 
Murine Bencorporotion (Ytash .) - " " 3 " 3 • " 

Pr1ne1~ol cases of contrnction , other tbb.n exp1elnGd above: 
Wleconstn Benksbnrea - Net decrease , 14 tor'Da , 17 banking orrtcea 
Firat Bank Stock Corp . - • • 14 • 17 • • 
llortbwest Bencorpor:>tlon - " • 12 • 12 • • 
Old National Cor p. (Spoi'.ane) • " 7 • 6 • • 
First Security Corp. (Ogdec) - • • 2 • 3 • • 

llo now bank holding compony ~ps ot haportence """" been developed a1110e 
1933. 

Present companies weathered 1931-1933 storm, effected contribut i ons and other 
· ~ alattlllce in mil lions Of dollors In uaaey COSIO, ,}10 ,000 ,000 to ~40 ,000 ,000 
~n eovf:'rol cases , &!ld opproxhnately :-:;100 ,000 ,000 in one coso , prevent1J1G tail· 
uros and losses t o Qepoeitoro. 

?ut on sound ~Ad protltab1e baala , tbrou.;b o~erotlna cconocales , sowa<lPr leona 
and lnvcabaents, 1110re attic lent ~~~~nase....,t , etc . , :~All)' a:J&ll subsldiarf banlca 
which would haYe Iliad dirt1cuH1es ns ind"f""'dont banka, ea.,eclnl!y during last 
few years. 

In no sroup bas condition ot bonks enda3gered position or F.D.I.C. In ceneral, 
naeet concll tlom or group bonk a arc eOUDci and co~:~,>~~ratlve)Jr liquid a.~d co ni tel 
,>~~~! tiona , even Yntb lore e lncreooes In deposi ta , ca.~are favorably. 
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SuperoieiOG of TariOU. UDita Of sroupe facili tated 88 to details, credits , 
etc. , on account of audit& and exaalnat ions and dailY reTiewe U,v continuift& 
trolned staff , and aa to policies and 1118I188elleDt t bro\lcb be• in8 a fooal point 
tor correctiTe action. 

Aaple credit and otber bankLQs racll1ties are aTailable for large or sooll 
concema, ae well aa ror debtor c.-.ni t1ea or areaa, leYelin8 tnt araat rat ae, 

etc. 

Intluence of large cit)- correapon4enta upon~ c:lltll banlra, eapeciallY a a 
to •inTestmenta•, eltai.nate4. 

D1tt1oult1ta Ja1 Ettecte ~ P1aaolut1on 

D1seolutlon without 1'8f!l1lat1on fiOUld neceasitate definition baaed u:>OI1 low 
porcantao;e or ownorabip, M7 15 per cant , in order to be certain of }renntinG 
ell caaee or cootrol. Tbus uey bardsblpe r:ould be inrllcte4 unneceeanrilJ'. 

Dletrlbution £! abarea would entail endlesn detella end dttricultlea 1n a 
great - caaen, ea rbere one compe!IT witb onr 18,000 abllreboldera, widel:r 
scattered, .,.,. TUrYins nuabers ot sharee or eecb of ite \10-odd benka. 
Absentee .,.,erahlp would be increened and atoclcllolder interest in the !lAllage­

maot of tbo banks would be practicallY ellmlnated, tbua aak1ng it poeeibla 
for undesirable elements, w1tb but l ittle outlay ln buying up trectlonal or 
small certificates, to exerc lee control tor tbelr eelflab intereata. 

lli eale .!!!. ~ lll!lr!<et at an,ytb1ng a~proacblng a toir Tol11e or share s ln a 
large number or e:r.all banl<a •IDilld be impossible in 111oat casu, g1Tln8 "in­
eiders• opportuaity to plcl< u p stocks at bargain ~rices ana con•ert sroupa 
into cbeina wbl.cb sre not auaceptlble or r ao;ulation. There ls no aatiefecto.,. 
url<et ror stocl<a or well-l<ncnm banl<a, l>4IV aolling below net sound • nluea. 
Local C&!>i tel is nei tber aTallable nor willing in 1141\J' cases of -u. banl<a. 
Tbe R.r .c. baa OYer ;.1550 ,000,000 1n .,re tban 15,000 banks. 

~ llsuidct1on ~~WOUld be the onl;y ~racticol alternatiTe in­
caeoe. 

More imeortant et(ectt would be: 

Tightening credit or nan l1•tuidation or l oons and aecur1t1os ; 

Loae ~ ccntidance 1n tbe banl<a bJ de poei tors ( wbo are not to be 
c .. pared witb purcbuen ot poibl1c utHltJ products), WMI<enin8 
.,at IUI4 posalbl:r ~-or tba banl<a; 

PoN1ble c~an&er to poa1tica or r.n.I.c.; 

8arlowo 1ntertereace witb arrorta of .. peryiaory agcnciee to in­
ject IIOUIIder ~-t and more ce.pl tel into tbe bonking etruc tun. 
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MttnM\tt Ryulatl(ll M2m PDctlctl liE. maaoWtlF 

xoat or the cr1t1c1 ... ot bank holding oaapaniea relata to c~t1oae aAd 

prncticea betore &117 deena ot regul&Uoa wee pl'OY1de4 tor 1D the law (1933). 

Others are aaaoc1ated wttb hol41DC coap&Dial in other t1elda, partioularlJ 

public utili Uee. Buppoaed daJiier• are Dot beled upon taota or u:per1e~~oe 

and are larl•lJ aced..tc an4 1M&illa>7 1D -., oaaee. 

R~I.D8 cr1t1c1 ... could be snatl7 reduced, U' not ent1relJ ella1Date4, b7 

dea1reble logillat1011 alCDC the tollowl.Jis l111ea: 

Restrict or proh1b1 t unwarre.oted e~11011 and Dew holdill& 
COli~ ill. 

Broadell replatiOil b7 loweriD8 pe~eatqe ot stock 00111ersh1p 1n 

de1'1D11;10D Ot bank hold ill& COIIpaliJ' • 

Place all baolt holdill6 coapeniea Ullder regola t1011 b7 lew rather 
thall throush volunt&17 &sn8lllellta ill cODneotioll w1 th votillg 
p&rmite. 

Streocth• Board's authOritJ to aupen1ae a11d proYide adequate 
pe~:~altiaa t or Yiolatioo ot lew an4 replotione and prinoiplee 

ot eo\1114 belllt1D8· 

Repeel pree8XIt oUllboraoce and =eat1ateoto17 votillg penlli t pro­
Yisione. 
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A_.* iB fOa 
~ OP lAIII IIWUtDICII. 

U...S.r pH .. at ~ li,IOO IIA10DIIl lloUa - prlariq 
1,.,_moe4 b7 tbe Ccoopti"'ll.-r ot tile c..,.,...., 1 , 100 1-..to ..-r lloUa ' 
b7 tile ~rt.l. ll.enrn 8Jata1 T ,aoo otMr 1llaure4 I t&t& klllca b7 tile ,.._ 
ert.l. Depodt lull""•• Corporau.... llolllrrw, 1D ~ -ttere tbe r-111-
ot theee ar;•ol.el o....,.lap &cl oall1'11ot with re ... ltill& ocahelcm, I.Mtnes­
oy, _,.., .. , allcl cl1N'IIa1CIIl ot roepou1b1111:7o 

fbi pl& lllg£10hcl wouJ.cl OCIIllollclate ..... tbe lloarcl tile llqllrri• 
dCIIl ot all a•ber b....U, State IIDcl ne tloDal, &Del t&l111tate tile ~ 
tion ot tbe wol'lc ot tbe PecleNl Reeol'ft 8yet• IDcl the P .D.I.c . 1D t be tlolcl 
ot bllllk eupen111..., 

1 . !o lt&Ddartiao 8114 etJW~Ctbe Pecleral •-*tiGl. 
allcl wperrio1CD of bllllklo 

z. !o lt&nclarcl1ae &Del recllloe tile n•ber ot rtpOrte 
required t,_ n10rl7 1•,000 bellltl. 

llo to HclUC>e .W.tiplo eupel'Tieory lt&tta, 1Dolucl1Dr; 
-•·re, lUf71re, etat1atio1ene &Del otiler teohn1o1au bcli;h 
1D •u~ton ancl 1D tbe t1alclo 

'• !o r ecluoe the ooot ot Peclert.l. w porrioiCIIl n,. borM 
b7 tbe l>anlr1ng l)'ot•• 

li, 1'0 recluoe oontllota 1D tbe esero1H ot 11aller -
thorlt)', ftoh aa cletlDiA& · - t ..., u "clepodto" &D4 "iD­
t•net.• 

e. to redlloe tile poll1bU1t7 ot ..,. &c-J''& earoil• 
ill& 1te ,._without reto,..oe to tile &ot1Ylt)' ot otber 
ec-1••· (See attaohlcl ...... 1 •• ) 

To !o ...,.14 the o=t'ua1CD ot bealltwe &Del thl p>bllo 
crow1»c oat ot tbe uiotlDr; cllnclecl •cl C7ftrlapp1n& -
thor1t1oe of .W.tlplo apno1 ... 

s. to otanclarclUo o ... cl1t1CIIll ...tor 11h1oh bllllka be­
- eubjeot to 1"ecleral jurl.ecllotion 1D 11hatowr tors, aU:· 
ill& tor a unit- poliO)' with reapeot to the orr;elliaation ot -bellb. 

t . to ~te -•n•nc pollq with eretit -
u.1 pol~. (loo attubed et&t.uat ot ,._, 'flMro) 

• , 
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•a.oeat Wcillatioe 11114 the Baaltl.ac Sitlatioe1 

appur1"'C 1a the AMrioUl laODGIIio inift, Vol. XXVI, Jo. 1, 
&uppl-llt, llaroh 18M • 
· 87 Dr. Jacob Viaar 

' It 1a eY14eat, therefore, tllat balllt nperY11ioe 
11114 ezmo1•t1oe are -ttMr ""0111&1'7 ...,.. 1utt1oielst -
41t1ou to aaoure t b&t the bUlk'"' qet• will be .ti'O"'C 
.-.p to withat1Ul4 a 1ewre 4epreuioe without 11hol .. ale 
oollap111 altllou&b it ~ be pre--.!. tb&t the reoori ot 
the AMr1oa~> benHnc qeta -u ban bMD • ...,. 110r11 1t 
it ba4 been wbollJ tree troa npenia1oa 11114 r epl ation. 
But 11111111 it 1a 41reote4 'lll.tb thia 4anc•r 1a 111Dd, the 
nature ot the .,...s...snc proo111 1a 1toelt nob &I to s­
poil upoe the o.oti...ttiee ot tile bUlka & pt.l'ftrll o:rolioal 
po.ttera troa t ile poillt ot Yift ot 1tab1liaati011. The 
eze"'n•'l'l, tbrou&b qualitatin orl41t etlla4ar4e 11hiob 
th17 ilrpoae oe bo.nta, izl41reotl:r iatlueDOe tbl ~it:r 
ot balllt orl41t. Wb& bua1a.a1 1a pro1pe.rou1 11114 optial.a 
prnaila, .._h er1, Uta the bt.nlr:ara tha11l n1, -et 
t -.4 to ~prU11 ore41t ri1ka 1a te ... ot tbl t&Torable 
oon41tiOD& ot the ~. Tile b1Ulbr 1, -.4 eopo.oiallJ 
the aall bUlk&ra, o01lt14aut tbat .....,t 1a cood .......p to 
pea• tbe 1orut1nJ ot the ..._.,.ro aboulcl be cood .......p 
to •ot t lle1r - etUlcl&rcll, per11et on their oa.r"r ot 
ore41t exp.uton. L&ter, &an the Ucla ot bu11nl11 turu, 
&en banlt1 becin to t&il &Del 10&111 wbiob wre pt.111cl with~ 
out oritioia 4ur1nc the - clqo ban to be written ott 
aa bacl clabta, the .,....,._r1 ·are bl-. i e&otiac 1a a 
perteotl7 natural __ r, thiJ be- etr1oter Ul4 -re 
ezeot1nr; 1a the et1Ul4aria thiJ &pplJ, Ul4 thiJ pNII thl 
balllta to 11qu14ate lO&DI Ul4 iliYI-nt• 11b.1oh the benk1, 
1t lett to their OWD clnioe1, -u be b&pP7 to looep 1a 
their porttolloa. The prooa11 ot bank .._Snat1oa tha.a 
ten4a to enoourac• ore41t &Xp&D~10D durinc the upmnc ot 
the bu11»11 oyole &Del, -re 11r1ou1l7, to 111t11111t7 ore41t 
oolltro.ot1 on cliU'iDC the 40WiliWiDC • 

"Tbere 1a "" ob...toua our• tor tbio pel'ftrae et~ 
teot ot bank eXDination, requirinc three ilmoftt1ona 1a 
the a4111.D1etro.t1oe ot the •ze•h•t1onao UD1t1e4 -rol ot 
- aupenia1oe &lid -•rwt1oat o~t101l ot -·­
tioe poliOJ w1 th ore41t ocatrol poliOJ 1 &lid e:ret-t1o 11114 
~ ...,.r...taioe &Del 1aetnaot101l ot tM na<•ra 1a 
tema ot a altors 11114 flexible poliOJo PllllT to &tta1a 
all ot tlleae objeotino ...,.Ucl require the oeatraliaat101l 

ot all bank -'"'"" .-u- 'IDlar tbl 41reot101l ot the 
Fecleral Reoel'ft Boa.rclo 1 
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aeo..t'-7 tale Feclerel Depoeit xa--o C~ati- iutitftH 
.ta~ proo .. dhc• 1oo 1>--s-te • aU.al ball:'• Sas•-.. 
OIIMr ..... prooorl'•• .,. c...,_at:l• Mtltloo tM c....,vouar fll 
tM ""'*'• ..Sol&Uaa ot 1&. 11114 OOIIts-4 _,_.. prutiMo 11114, 
.u ... 1:U C....,UOU.r o'lltaiaa oornoti• 1a 110 dtrr•• tiM hd--.1 
Dopooi1; x-a.o COI'JIGI'ati• _, IMI14 a loaarU& 11114 1>...U.W .. 
balllt' a U.an4 .taw., 1a wlliola ~ tile O..,VOllor .n appo!J* 
1;be CorpGl"&ti• r....tnr. 'llldlo 'tU r•ral DepoeU t:uaruoo. c­
porati• ,.. o .. ldoriac 1;be ad'f1e@1Ut,' ot ian1Wt1ac prooo•"•• 

55 

1A tale nbjoK oaoo, 1;ho CCIIIptrollor, bJ oorUt1oate til .. witla tale 
Board ot 00ftmoro, ian1Wt .. proooodUca 1;o r-. tile pr.,.1d_. ot 
tile bad: trooo ott111 11114or •ooti• 10 ot 1;ho Bllllk1Joc J.ot ot liN. n. 
Board p~ 1a1Ua1> .. u ~1w IMiari,. 11114 dar1JIC 1;ho _.. .. fll 
ita .S.Uborati• 1a o-'1• wUia tile -· 1;ho CCIIIptrollor appoiated 
a o~ t or 1;1Mo 'bulk. fto roalt wu talat tM Board ot Ooou-a 
r-ood a ott1oer trooo a baJIJt tor *iola 1;1ot CCIIIptroU.r ot tlao Carr_,­
bad alrMq a.ppoialt ... ,_....,.,.,. .... 1A Qra ... aapplaated lrJ tM 

Fodoral Depoe1t Iuuruoe Corporst1• u r....tnr. 
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US~~~~• o7 AC'I'IYI'I'IB5 or !KI IIIIRY.U or 

OOIImlOLLIR 07 Till CIJRIIJNCT ri!R 
DAR 19S?. 

Nuabor or .. \ioD&l aDd Dlotriot ot Co1u.b1a Stato BaAk Roco1Toroh1po 

coaplo\o17 l1qu14a\o4 &114 f1Aoll7 o1o- 1u 1 to Doo Sl ,19!17 407 

56 

1'11110011\8 to 4opoo1toro in tbeoo to? 1uo1To11t bOliD t 1!12,2!19,491,00 

Jot~to4 •••rase p«rCOA\aeo or 4epooi\o po14 ott 73,6~ 

por0011Ugt> Of O:tpeDOO of l1qu14at1oll,iAC1wi1D8 Offo0\0 

of llaUonal Buko 7001' u4o4 Deoolll>or S1 , 19S7 

- ot II&Jlll: COuoo or ra~ 

19:)7 U.ioo md llDothical 

hroent 
lnaured. 

7ort OreeDO Not1oD01 Bonk 111 
Now Tori<, II'.T. beDII:1D& prao\i ooo. ?&.' 

19!17 Tho 1'ar1or llo.Uona1 BaAk , 
C:..pboUoTU1o, I)'. 

UDO\hica1 biUlll:iDS 
proo\1ooo. 87-

1937 l!lllbon1•ol1t b7 Neooopooll: NoUoDOl BaAk 
Neaoopeok, FWnna. Caohior. 9~ 

Ao·U••• NatioDOl and D1atr 1ot or Co1uab1a State BaAk Roooln rahipo 

or tho clooo or buoiDoaa Deoombor :)1, 19:)7 

!1\aor of Rocoinrahipo COilp1o\ol)' Uquido\od Cd tiD&ll)' o1ooo4 

durin~ tho 11011tb of Deooal>or, 193? 

781 

66 

Saloo authorbo4 tor 9 ,188 porcolo of Raal lota\o tbr a total UOilD\ o f t!\6,280,0~.U 

whioh 1no1wloa 225 bulc bu1141D&Oo 

Auot1o11 oaloo •4• i11 111 1D41T14ua1 roooinrabipo. 

U&Do in 622 rooo1Toroh1po anal)'u4 4~~ J'Oor. 

? , 853 reporta on real aatate CMD.ed. were recelYK and analyzed. 

Peraoa.al calla •4• b)' r epreaautet h·e• ot thia UD1t oa recelTera ot !?,2. Truate. 

Proooo4o of aaloo of oocuritiao b7 tho Spacial Liquidator of 

Sacur1Uoo in Now Torll: trOll 1011 1 to Dec !11 , 1937 and a l oo 

oo1oo dirooUr b7 roooinre troll Ion lS to Deo 31 , 193? 

N\olbor o f aoUn llotiona1 allll D1otr1ct of Co11111bia Stoto Bonk 

Roco inro ao o f 1uuarz 1 , 19!17 

-•r of eoUTO llaUonal allll Dlnriot of Co11111b1a Stato BaAk 

RHelnra 11 o.t Dal-l:r n. 1937 

PNJI&l'M bJ IApJ. D1Tla101l ! 
I'NJI&l'M b7 oata14o A"'Jo ~ 

(mt,_. 07 mD OJr 1!141 I) 

·-1 WDI1 

$9, 030 ,148 . 68 

a loot 

a loot 

• 
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to Supr- Court tor 'lrita ot Ce~iore.ri to reTin decieiona 

~.!!~!:.....!~.!!.!!!.!!!!!!. in the Circuit Court or Appeala. 

a clenied , grelrted 

!f~~ifi(!-!.!!!...!!L.!~!.!.!:!!!:!..!!!.L!~~~!!!!:!!!....!~~!!.!!!. 
b7 Circuit Court 

8 granted 8 denied 

57 

were on October 31 , 1937 appro:d.alatelr !2000 caeu peDd1y inYOl'flng the 882 

t hen acti'fe National Bank and District or Col ia State Bank Recei'ferahipa, 

Depoll11·• or National Bant•tor the laat three call a . 

5,331 (15 , 704) 

!1,299 (1!1 ,580) 

$27,608,397 , 000 ($61,15!1,014 . 000) 

$26,515,110,000 

$26 , 76!1,913, 000 ($59 ,822 ,370,000) 

liguree W1 thin the braclr:ete are tor all benka and ere ab.owtl to enable a quick 

coap&rioon ae to the proportion that the national banb in nllllber relate to 

the total n..tler or all ba.nka - aleo a like coap&rieon ae to national b&Ait 

clepoeito ae against the deposits or all banka, 

liabilities (Direct and llldirect) or Orticere or National Banks, 

Ruaber or Banks Direct 1iabilitiee 

1933 
$43, 487, 000 

1937 3,730 30,052,000 17 , 794 , 000 

in n1.111ber 

• 
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• 
GROUP IIEt'UIG Jazwarr .31, 1938. 

9:.30 a .a. . 
Present: 

H.:.l . Jr: 

Klot.o: 

B.II.Jr: 

Taylor: 

H. II.Jr: 

llr. llagiH 
llr. Taylor 
llrs Klotz. 
llr . Olipballt 
llr. Gaston 
llr . Lochhead 
llr. Upham 
llr. Gibbons 
llr. McReynolds 
llr. Huas 
lolr . Bell 

Let's see, who isn't her e? Who ' s aissing? 

Bell. 

Row, what I want to say is - I can• t do this by 
taking it up 'lf1 th e ach one of you, -- i t would be 
nice if I could. But it affects a lot of you, so 
if you don' t mind, I• ll put i t to the different ones. 

(Boas comes i n) 

Hello, George. 

It won't necessarily come to any decision. Then 
we can talk about it tomorrow. I mean I haven' t 
got t ime to sit down with each one of you. · 

"hat I am talking about is this - extra- confi dential . 
I think we ' re going to have trouble on this banking 
situation, parti cularly with the Comptroller ' s office. 
llow, on tne cnart it comes Wlder you {Taylor ) , but if 
tnere is something wrong, it would be t horoughly 
unfair to say, •Well, t'iayne, •why didn't you look 
after the Comptroller's office?• Because on the 
'l"reasury - if you don't mind my s aying, you Just 
didn' t. 

l understand. 

I mean he Just overlooked you, timed it so I got 1t 
1n Just tiale enough not to do &JifthlDa about lt.J 
so I couldn't say at~JtbiD& abo\lt. 1t.. 1-' - I aaan 
all the oorrespolld-a nl ~·· 10 tr l .. ld, "11bT 
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didn ' t you consult me?• - there's notlling to consult, 
because he gave me the letter, nicely timed so that 
I couldn't do anything . 

So tile question comes up as ·•e get into this tiling 
further, hoR are we going to do it and who ' s going to 
handle it? See what I mean? 

\Ve have set up one committee here a t the request 
of ~r . Eccles. Eccles wants us to study the question 
of wllere bank examinations should be, and I've asked 
Taylor and Viner and Riefler and Upham to s tudy that 
~uestion . Is that right? 

(Nods yes) 

•lhich is - has really nothing to do with the immediate 
problem, in a sense, although it •~Y come to that. 
But I mean we•re dealing With an emergency, and this 
is something which - well , I mean to handle it a month 
from now or not a t all, or we may have to handle it in 
connection with an emergency. 

Should tnere be somebody on from General Counsel 's · 
office? 

I•d like to call your attention to the fact that 
early in the Administra tion I prepared· an opinion 
vmich held that t he Comptroller's office under the 
l aw should be more closely integrated in tho opera­
tion of the Treasury then he would permit. I don't 
know whether you recall that or not. 

Well , t o go back to that, we started to take over 
the lawYers and then 

There was a fight on that. 

Then you decided that you wouldn't bring it to a 
head, if my memory serves me right. 

That is true of the whole situation. 

No . No. l o . I mean, as I remember, you ruled at 
the t ime that you bad the au thority, didn' t you, to go 
in and taka over h1• lawyers, but when i t c•me down to 
it, you decided that you wouldn't. 
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The three of us discussed it. 

'Nho ' s the three? 

You, O•Connor end myself. 

"ho? 

You, o•~onnor and myself. 
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\'/ell, I can• t remember details . I remember I - ·•e 
tot up t o the point ••• 

ThBt ' s right, and t he tnree of us wer e in .... 

And he r a i sed such hell . 

There was a fight on our hands. You just let it 
s lide. 

Yes . But tha t isn' t - ~tell, anyway, if you've go t 
an opinion... Let me put 1 t this wr:.y . I called 
up Oliphant this morning end said I •tented somebody 
from his shop, not on this committee, but to work 
with me on t his as we - who would be up on this whole 
banking thing ; and he suggested ~d Foley . And again 
I haven't - these meetings or e meetings to discuss 
things; I said I wanted someboay wqo would ~ork in 
sympattcy, be •simpt.ticus ,• if that's the r;or d , t o 
you (Upham), you see. So - I mean norawlly I t ake 
each of your sides &nd do -on this I haven't got 
tice . There's no reason why I should have to, see? 
So you people c r:.n be thinking it over and •e•ll -
talk it over amongst yourselves - we'll come b&ck 
£gain t omorrow. 

But wha t I want to do is this. lhere are t wo things. 
This thing, for instance, of having somebody just sit 
up there and wa tch whut the commit tee is doing - somebody 
can do thut besides Upham. 

Oh yes . Besi des, there is not going to be anything 
on that for a week or two . 

Because if Upham gets into the thing - .vell, there is 
nobody in the Treasury wno is ~s well trained for this 
particular 'job as Upht.m is, and we've got to be 
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pr epared tor all angl es, aDd i f be gets into this 
very deep be uy not be able t o gi ve you 111ucb tille. 
Tben t be question 1s to r you to say i f i t i s 
important to you - more important than what I •m 
going to ask uim t o do. ~verybody' s' going t o have 
a chance t o t hink i t over aft er I s t a t e tbe problem 
and come back at me again tomorrow. 

I was going to s ay two things. Fi rst , Upham bas 
not merely been s i tting up there watching to see what 
they did; ana secona, most of the work wbicb be has 
been performi.ng very well, I think, is now largely 
done, and I think be can be released probably for 
what you bave 1D mind . 

Well, that ' s just tbe point. Well , I meant ber e 
recently, tbe l ast week, isn' t that what he' s been 
doing - sort or e listening post? 

• • 
Well, the last week I• ve been down here mos t ot t he 
time . 

VI ell, anyway, if Upham gets into the th i ng now, am 
I unnecessarily handicap ing you? 

No, no, not now . You would have been a couple weeks 
ago . 

But I am not now. All right . 

Well then, the thing that I think we want to do is -
I mean not on this question or whether the banks -
but this GUestion- what I want i s two men; then i t ' s 
up to Taylor to decide it be wants to sit in on 
everything or whether be doesn•t, see? But 1 want 
two men t o work out of the Secret ary's office, and 
you (Taylor) are part of the Secretary ' s office. 
I mean 1 t would be Uphllm and - i.f be decided on 
Foley - nothing dec i ded today - who can work wi th 
me on this wbole bank s ituation, s ee? And you f el lows 
can t alk it over amongst yourselves aDd have another 

chllnce • (Ball coaes in) 
But as I say, I abould think we can t alk 1n here, aDd 
1t aJQ'bodT doesn1 t think I 1 a going 1n tbe right 
direction, wll)', they can either say it now or say it 
at 9r30 toaorrow aorDiDC. 
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(To Bel~) We•re t alking about e s ituation which 
I think i s going to develop in t he Comptroller ' s 
office, and I' m going to prepare ~self t o rea l l y 
go into i t, which I never ~ve bef ore. 

62 

So e very per son can t hink i t over. Do you want to 
ask me any ._uestions if I haven ' t expla.ined anyt hing 
fully? If anybody thinks they should be in on it 
further •••• 

Yac 1 you ought to know - be prepared to t ell me just 
bow much authority, llac, I have from an adminis t rat i ve 
standpoint . If Oliphant has an opinion, get bold of 
it and I can study it. 

O.K. 

I n other words, just ho• f 11 r can I go befor e these 
fellows say, •well, wai t a minute, you•re stepping 
beyond your aut horit y as Secretary of the Tr ea sury"? 
!.lac? 

Yes . 

Now, w.ho wants to ask me something on t hat? 

Well, I didn ' t answer the question you asked, 
whether I thought a lawyer ought to be in on that 
matter of bank examinations . There are Dngles on 
1t that 

I th1nA it would be very helpful on i t to have one. 

I'll talk tha t over with .. ayne? 

Yes . Yes . 

I got a c l ipping ••••• 

~iayne definitely heads t hat up for mally. 

Got a clipping on my desk this morning - newspaper 
on t he Wes t Coas t says J etty i s running f or Governor 
out there because this new organization bill of the 
President is going to do away with his off ice . 

' 
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Nell, you (Gaston) are running a series, aren't you? 

Yes, I have a few. Don1 t know whether I have t his 
particular one . 

Gibbons: Called "Red I nk" - t he sheet. 

Gas ton: No, I didn't see t hat one. 

H. Ll.Jr: {/ell, doesn ' t anybody else want to a sk something on 
that? 

Oli phant: Well , Just to clarity =r own mind preparatory to 
thinking about it, is one of the questions to be 
thought about, does Jetty ' s resignation now give 
us opportunity for e re-examinati on of the problem? 

H.II.Jr: -No , I'm not r a ising that at all . I mean tha t isn't -

Oliphant: 

a.a. Jr: 

Uptu<m: 

I mean that ' s this whole trouble; that ' s the whole 
trouble w1 th Eccles . Eccles and what ' s-h.is-name -
they all think, "Well , with Jefty out of town, now 
Ne can all step in. " The situation is much more 
serious than that . The situation - nod I don ' t want 
at this time to mix anything that is uni.mportant . 
That ' s why I say t he t hing that Eccles is talking 
about - tney all think, "With O•Connor stepping out 
noiV we can step in." 

What 1 don't want is this particular West Coast 
situation to blow up in =r face, and what I am trying 
to prepare myself tor is that. 

Not get off on more general things . 

No, I want to be prepared when this thing blows up. 
I want it so that if I say to you, "Bow do t hey write 
up Government issues," you can tell me like that 
and not hesi tate about the thin& · In other words, 
it isn' t f a ir to ask you (Upham) when you1 ve been 
up to tbe neck s aving the surpl us tax to know - os 
the author ot the third basket, I mean - t o know 
about this thine, But I wan t you a o you and Foley, 
if I come 1D a Dd I ask you a questi on l ike that, that 
you know it, and I expect wi t hin a tew days t ha t you 
will know i t . See what I mean? 

~ell, I have never seen, f or i ns t ance, a Bank ot 
America examination report , aDd I d 1dn1 t lmow whet her 
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I baa any right to see one. Now I ' ll go ahead . 

•Yell, ;ve start off wtth finding out what the rights 
of the Secretary or Treasury, vi s-a-vis the Comp­
troller , are. 

'!hat ' s right . 

Xes . 

Well, I can tell you this, thut with their organiza­
tion down there - that each National Bank Examiner -
I have never f ailed to get a report of the examinotion 
of lilY bank 'll'"ithout ony quest ion whatever, and with 
Jetty ' s .mowledge, and I don't think you'll find any 
difference t here as far as information is concerned. 

So t a r as e suggestion as t o what they do is concerned, 
t hey usually Will lis ten v ery courteously and 
sympa thetically and do ns they damn please. 

\'/ell, the situation is - it moy be quite serious, 
!.lac, see? 

Xes, 1 know that. 

And when 1 s ay I want Upham - and Oliphant suggested 
~oley - I want you also, becouse when I come to ask 
f or something - I mean the thing would flow from you 
to the Comptroller's office • 

I want to keep informed about it. 

Going •o be more than that. If I sit down and write 
a letter t o the Comptroller tha t !want the report on 
the Bank of America so I can s tudy it, I want to 
know before I send it t hLt I ' m going to get it. I 
mean the thing nould flow through you to them, and 
it is up to you to get it. So you want to work very 
closely with Upham and with Foley, s ee? 

I don' t anticipate you' ll hove any difficulty in 
getting tllings of that kind; but ·•e might Jus t as 
well find out what you' ve got a right t o do if t hey 
should refuse . 
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Well, Jesse Jones tells me for the first time 
that he ' s had a lot of trouble getting reports 
on national Banks bnd usually doesn• t get them. 
But he has got the report of the Bank of America . 
hOd of course there is a three-page letter which 
you should see before I answer , cri ticizing me for 
giving - not me, but Crowley, for giving Viner 
that report on that. But as I told Oliphant 

~hat's my f ault . 

nell , it ' s unimportant . But ~s I told Oliphant, 
I 1 m Rriting o•Connor a letter tha t I'm not interested 
in a l ittle bush; we may have a whole forest on fire, 
~nd I'm interested in that, End he ' s talking ebout a 
little weed, and I went to keep this forest from 
ca tcoing fire . But I want to be ready so t ha t I 
can move cwf ul f ast . 

~01. , one of the things I'm going t o ask is this : 
Could I bring in a President of o National Bank and 
hSk rum to aovise me on, say, the California situLtion, 
&nd inves t him with po•,.,.ers, even though he stays as 
the President of a Bank? Supposing I wa nt to bring 
in Tom Smith ~s a special adviser to me . Can he sit 
in? 

I've been going into that problem since VIe got 
Jefty•s letter; that is, wnat lllh t erial you are 
entitled to nave access to and people •orking 
for you are entitled to have access to - not only 
Jefty •s shop, but Crowley's shop. 

Could I, for instance, bring in s President of 
a llationlil Bank and give him - inves t him with 
po\Yers, and he still stays Pr'esident of that 
inst l tut1.on? 

I'd want to look into that. Certainly if we make 
him a regular employee of the Treasury - I 1d want 
to look into that. 

Can I have an answer to that in 24 hours? 

• Ye/ 
Dan, in your sho~when they had 
who from there s&t in on it - I 
in on it? 

this banking trouble, 
mesn did anybody s i t 
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I did . 

Did you? 'llha t end did you s it in on? 

Oh, not mucn of anything . Wasn ' t much I could do. 
But I sut through all of those banking conferences 
~uring the banking holiduy anu answered a good - helped 
to answer a good many of the telegrams we got, and 
telephone conversations over the country. 

But was there anything particular? 

No. 

I mean it wouldn 1 t na turally come to your shop. 

No, sir . 

I don't see - we're s t a r ting now - why ;e should 
load you with this. 

Lverybody around here, as a matter of f act , sa t 
in on the banking conference . Got all the help 
they could. All the rest of t he 'Nork just stopped. 

~ut! mean just nothing ••• 

No , sir . 

There is just one item of local color 

Spe~ a little louder, »ac, please. 

The Chief Exa2iner, Gus Folger, told me at the time 
he was ta~ing about Bill Prentiss for the local 
Chief Examiner in the San Francisco Division, that 
for t he last five or six years every Chief Examiner 
they put out there ·haJ busted on being able to handle 
this particula r group of banks ; that he ' s never been 
able to get a s a tisfactory examination and he ' d never 
been able to g ive him such support as would enable 
him to get o. sa t i sfactory examina tion; and the fire 
had always been buil t against the fel low from this 
end and he jus t couldn' t do his Job . 

Built !1'om t his end? 
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Gus had tried to give him nll the help that was 
necessary, but had never been supported . 

If .t'olger got the pr oper backing ••• 

Folger would do it . J ust as hardboiled as he can 
be . And no influence will ever reach Fol ger unless 
it comes from his boss up front . 

,;hy a r en• t the National Bank Exi!JIIiners Civil Service? 

Because - well, in the first pl ace, the tbeory of it 
Nas tha t they are not pai d out of the Federal Treasury 
and therefore they are not brougnt 1n. They ought to 
be ~iv!l Service. No re~soo in the worl d Nby tbey 
sbouldn ' t be and UOQOUbtedly would be brougbt in 
under eny general r corganization probabzy;; but t hey 
a re not. And of course there is 1n the President's 
bill a discussion of the lndepenaent Guthority tOLt 
t ne Comptroller b£s Nith r espect to tnls . 

Wel l , one tning tnu t I' d llk~ you to dO today for 
me is - I don• t .mov1, Crowley ha s got a lot of stuff; 
I haven' t seen it . I hevon• t seen whet he guve to 
Viner . I wish you (Upham) -,have you got it? 

No. 

Vlhat' s happened to it? Buve you (Olipha.nt) got i t ? 

No. 

Be gave it back to Cr o;rley. 

I Kish you'd get it ana digest it, you see, end see 
wna t •s 1n it Which is a t vt riance to - I mean whe t he 
criticizes. 

Now, what I've got to do, Wayne, is this , and you c&n -
I want Jesse to Know . I mean on this bank thing tha t 
Cy is the spearhead for us , you see, and if they a re 
doing that particular job, comparing what Crowl ey has 
with whet the Comptroller hns , there is no use our 
doing it, but I would like him to sit in on it. See 
what I mean? If they• ve got what Crowley has got on 
one hand and what the Comptroller bas got, and they ' re 
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ma t ching it up, I want him t o be in on it, see? 
tlon, NiH you call up J esse and fix that? 

Xes . 

Xou seem a little doubtful . 

No , I•m not doubtful. 

I ' d like t o suggest 

Oo you ~uestion the *isdom of it? 

68 

Tnere are ~uite a fen pieces nere tnat haven ' t quite 
got fitted together ln my mind . That's t he only thing 
I was looking • • •• 

l< ell, I can wai t 24 hours. I can wait 24 hours . I 
s~id I could walt 24 hours . 

I' m not quite sure wh11t the problem is. In other words, 
this has to do wi t h what tlll. S happened in the ComJ)troller•s 
office and 1vhet mi ght happen in the Comptroller• s 
office? 

Ther e e re t no pr oblems . The immedia t e problem i s 
this . I, as Secre t ary of the Treasury, under the 
l uw h&ve a right to ask the ~hairm~n of the R. F.C. 
to make exe.:ninations to see wnether b&nks have 
sufficient capital or not . Be is no" in -the process 
of aoing tnat. I want - tnen I have to ask him to 
supply t his capital. No.:, nere tofore, be had a Uttle 
group set up nere in tho Trubsury - R. F.C. did - t o 
make the s tudy end to pass on it. Now, wha t I am 
try1M6 to do is to s et up & group so wnen the material 
comes over from Jesse, this group can take ~oa t Jesse 
sends over here end advise - go through it. Nor. , 
maybe it ' s time enough when it comes over. But when 
it comes over, if J esse says, "This bank, tha t bank, 
ha sn't sufficient capital . Will you write me a letter 
saying that I should do so and so,n which I have to do, 
! want a group here headed by Upham that can t ake 
tbis stuff. 

After all, ~en I came her e that ' s wha t Tommy Corcoran 
was doing here for Acheson. I mean tbey had this &roup 
set up here - f our or five lawyers uldng t hat study 
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and auv1s1ng Acheson whether he should or shouldn' t 
sign these requests for preferred stock. Now, what 
I want to do is to get ready tor it. I want to get 
ready, so we •ve got a machine al l oiled, all greased . 
And maybe it can wait until it comes, but I want t he 
gr oup r eady . 

Now, what I ' m s ay ing i s , ho•11 much do you want in tha t? 

'o'lell, you .rno"' , we 1 ve a lready been doing that for •• •• 

I lmOW . 

f or ~uite a while. 

One a month. One a week . ' 
Whateve r it might be. 

,/ell, it ' s insighif!cant. This is something thst• s 
going t o h .. ve to go a wful fa$ t. 

NoN do you get the problem? 

Yes, I ge t the problem all right; but you•ve got to 
get this f ello.v out t here to ask for capital. unless 
you Clill get h.im to t.sk for capital • ••• 

Tha t' s something else. 

••• you don't get anywhere . 

That ' s sooething else. But in tbe meantime I want 
a group here kh.ich we bnven1 t got 008 - ther e i s no 
such group - wno, when this stuff comes over from 
Jesse, ca n take 1t intelligently a nd quic.kly and 
analyze it ~nd say "Yes" or "No . " Tha t ' s the 
immed.ia te prob lem. But - I mean the bank t bing was 
n t h ing tha t was dead ; I con wait until tomorr ow. 
Plenty of time to wait until tomorrow. Now • ••• 

I ' d like t o •.•• 

I still don't ge t it. 

What don' t you ge t? 
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~aybe this would clear it up . 

Wha t don ' t you .. • - go ahead . 

I 1d like Nnen Upham makes 8 re4uest fo r information, 
th~ t he make tha t re.,uest - t ha t you make th&t 
re~uest on t oe busis of your inter est ~s Secre t ory 
of t he Tressury and nlso on the basis of hi s being 
t he secr et a r y of tnis Joint g r oup considering l egi s­
l~tion; because t he President, and you for the 
Pr esident, huve very broLd poNer in connect i on 
Nith i nforming your self for pur poses of leeisl a tion. 

loell , I uon• t .;ant to do anything bet.veen now and 
t omorrow ~orning unless something ~oreseen h~~pens . 

But I oon't see non I cnn make it ~ny clear er, ~ayne , 
t hen I have . 

I 1m jus t not quite cleLr ,,hn t the problem is . 

.:ell now, ,\'ayne - 11hr.. t do you t hink the problem is? 

Well, I think we ' ve go t - appar ently there is 8 
situe tion in the Comptrolle r ' s office and tner e is 
a s ituution nnvi ng to oo • ith the Benk of America, 
Trans-Americb, bOa so on; I mean I gather that they 
ure interrel a t ed . But th~n, this mechanism - why, 
tont• s very e asy to s e t up. You just say, no.t<., 
well , if any b~nK things come ov~r oer e, tni s will 
be E. cocmi ttee to 11dv!se you. " 

Yes . 

No w, ~e can do tnat in eight seconds, that ?&rt of it. 

.• ell, I still don ' t s ee wha t you questi on. l' 11 go 
t hrough it ag&in. 

The ~uestion, as I put it, is this . 1he bi g ~roblem 
is this . Supposing thC!r e is someth.ing ~Tong in the 
Comptroller ' s offi ce . Ri ght no.> i t 1 s under you. 

Uh-huh. 

Do you want t o t ake t ha t r esponsi bility? 
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Sure . 

For wh~t • s happened since you•ve been here? 

No . 1hat 1 s par t of my Job, but I •• • • 

I meen the poin t is, it would be uni'air t o say 
to you - Houldn1 t it? I think I ' d consider it 
unfair . Now, wna t I ' m tryine to do i s set up a 
committee so thh t whatev~r t he r esponsibi lity of 
tnis office towards tlult ls, t h:t we cnn f ulfill 
thli t, .. hich we haven 't up till no• . 

I tttink that ' s tha t; tll&t ' s fine . 

Yes . No", wnen .ve 1 ve got tb: t, t nen .;;; f in-1 out, 
if ther e is anytning .wrong, ·•hat we ' r e going to do 
~<bout i t ; ~nd I N&nt a group t o work with me on that . 

'."/ell, I •ve got it . Thct ' s t nr. t same - either one 
.vill be the same group . Tha t ' s tne ;>oint thLt I' m 
making . And if a re4uest comes over from the ~ . F .C . 
for capital stock, ~ ,,u •&nt tnt. t the same group t he t 
wi ll be ·.~or king on this . 

Yes . 

\'/el l , ·taat• s the point tha t I :tes •••• 

Well, t he ~nole - Lnything thct has to do Rith the 
banking situ~tion Rill be one group. 

hna probl ems on tnis nolding company legislation 
•:ould a lso be nand led ••• • 

Yes . 

l.nd tne st.me thing <~ould b" so Lbout tnis question 
o!' examinations, •. ht~ r <l it ought to be <.nti so on . I 
tninx ther e ' s no point - there ' s no r eason for com­
~artmenting them . 

//e l l , that ' s i n t he future. I don• t lmow - I mean 
because thht has Viner and ~1efler on it, and I 
don ' t Nant them in on this , see? That is mor e of a 
study g r oup. This has got to be an action gr oup . 
They cun be off on the s i de . 
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All right . 

I don ' t wan t t hem in on this , because it ' s - I 
mean t ney cun take t he s tuff ljnd t ake it nome and 
s tudy l t . Thi s t ning - I wunt somebody tha t I con 
get on the phone ~4 hours & d&y on this thing . 

I got it. 

All right? 

No, no , I d i dn't - I w~nted to see ~nether it wa s 
going to be all one group th~t was going to handle 
it . 

That ' s just what Oliphant asked - ~re we go!ng to 
bring the Co~ptroller r eally under the Treasury? 
~11 of t~t is sometning Nnlch can wait. 

;lell, e verytnlng except this l ong-range stuff ls 
in tnEt one ~roup . 

That ' s right . 

0 . 1( . 

But I mean we llaven• t haa t~ny such group. I mean 
it ' s one tning to handle prderr.,d s t ock of 
~li~obetntown BanK or somet ning like t~t, fuss 
3round ,~th it for tnrce t o six conths; but t his 
is so:netning .~llicb mignt, s;..;y , brea,.; <.t t en o 1 clock 
tonlgbt . '',bst ar c .~e going to r.lo ttbout such c. nd 
such L b&nk? I don ' t Ntnt to S'-Y, •J:ell , whose 
r esponsibility is it? .. nbt is my responsibility? 
.. nt t can I tell Ous Folger? 1. nat can't I t ell 
Ous Folger? \1/h<. t cc.n I t ell Llr . Cro .vley?" See? 

I mean, in o t ht.r .vorus , I •m looking for trouble . 
Now, I hope to heavens thera won' t be any . I f t here 
is any, I want a smooth, well-oiled machine that will 
work end tha t the fellows kno•N - just the way you 
don ' t know today, if I ask you, "How do Nati onal Banks 
hanti l e profits on securiti es , nnd do they wr i te thorn 
up or wr i te them down?" You haven ' t got it a t your 
fingert ips . I went this group t o be r eedy t o answer 
those ~uestions . I mean the Comptrol ler says we can' t 
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stop a banlc from paying a dividend . Well , can we or can't we? And that kind of stutf. In other words, we 1ve got to learn something about running 
banks. 

This coy throw some light on it. I f , for instance, there is something crooked in the Comptroller ' s office and tha t were based on a phony legal pr actice, our whole practice has been - and the r ecord is 
perfectly clear - th&t •e do not take responsibility, 
'lhat•s right. 

:1e have been very careful in every situation that we do not take r espcnsibility. 

Well, that's an important point. 

And until this morning there is no 

,\ell, we• re just t &l:<ing about it in this room, and I •m malting no decisions . But I s ay I want " well­oiled m•cbine ~owing what my r esponsibilities could be 1f I wanted to assume tnem . 

And use tnem in a particula r situation. 

Yes , but I - just like the appointments of these men. Incidentally, Ioise, there i s no r ecord tha t I e ver made an investigation of these fellows. 

Of course , they wer e on his rolls and had been for yet.rs . 

Not on - they w~re over a t the othe r place . There is no r ecord tha t you made any - the usual investi­
gation. 

There is no investigation by Irey on those cases. 

If you don't mind my saying, I think you slipped up a little bit, llac. And if you wil~ please send f or taeae t•o gentlemen and t ell them if they don't object I want to subject them to the regular investigation. 
Well, I ' ll start the investigation and send for them at the aaae tiae. Of course, there la no r eason wb,y 
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we can• t do it. 

After they're appointed it ' s r ather unusual to 
lnvestigate t he man, and you've got to explain 
it to them. 

1 will. 

It 1 s very nice to Kno .. t he fellow went to nigh 
school, but t hat do~sn • t say whether he pays income 
t ax or not. I mean men of tha t r esponsibility 
ought to have a very , very careful investigation. 
So I say •••• 

Now I'll go around once core. Anybody? You (Kagill) 
don't figure in this. 

(Nods no) 

And 11ha t a cheerful smile . 

('Ninks) 

All right. Bell, at three o 'clock - I kind of got 
my neck out at Cabinet on Dr. Alexander and his 
troubles, so will you listen? 

I'll be here. 

You ' ll listen? All right. Nnllace made some 
r a ther unfair remarks and I got a little angry. 
Ho~ could we know over here •hat tneir problems 
Nere? .ve seem to be eble, you and J1 to work out 
so~ething to sDtisfy Hopkins; but, talking for 
myself, if people wer e starving, I couldn't know 
it if Wallace didn ' t say any tiling about it. I 
said that they seemed to be willing to take the 
fruit Jars away from the people that lu:d the fruit 
in them. 

All right, thank you. 
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A.O(IoM8a ~V TO 

.................. OI'THC~·· 

TREASURY DEPARTMENT 

COMI'TROU.ER OF THE CURRENCY 

WASH INGTON 

Jaauar,r )1, 1938 

IIEIIlRAIDllll '10 Ill. IDilGEftll.tUt 

llr. A. P. Clannlnl had a eonf'aroonee S.tiD"CIAIY a!ter-­

DOOD at 2: )0 with Cba.iran Crowle7, llDCI llr. C1annln1 re-

ported atter tile eonterenee that the CbaU..O told h1a 

tle would grant bia appl1eation tor branches of State 

bank.a aa requested. 

ot Saturdq. 

-
?5 
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J"!MPlQI Dl "hi! 

....... beep, "-- ... ,..., eL ... .: -.u.. &\ \b. .... ....,.. 
beue &\ tt.w a'&loet Ia~ 29 \a &dYl .. hla at \be 81Cl0 a la\ereft 1a 
tM !nu ..... t.oa •U•U•. •· ~ 111 ~ Cowaal, lr. '-e 
&aa111'-\ O.aral Cownl, 1M lb'. lflltr .... law 1a ... ~ at tM 
SICo 

ftla ~-~- llat ... a \M C-1MSW 111 ... \Mr Ulir dll 
,.rst.t tM Mrb\~- \he co:atar eL a\DM...,."'- P.,....& 
1a rr.-rS.• c.,...u. \a ... -- eL Uh~ 19,000 - at .. ~ 
.r .JO,~JO ....... !b1a q-u-, 1a -., .,_ t• -ldanuw a ,.._ 
u.u ,...lw, .. \bat 111 .... , ... c 2"1• .... - ........... ., 
- !l .. a\ate .r ..rratra 1a --u .. a\lo '" t.• *' a --.la'­
•nlao\U. ot lu .UIIJ• wl\ll loaldera 1a S.U•W. .,....114 ~ w 
.,...-s.u .. lla unt.W, u -u - ar la\er 'llrliiJ the •UN 
a1 hatl• a\ law tlla .,... f'lla 'lla"*cr•,.. tw ~ !oft110111J l.a aa 
r.u-. 

1. &aloa\ ols 11011\lul ... a whaUJ....,... ..,..t.,,.,. eL !Jolla• r?•, 
• U..t A-l•W '-rl .. Dlat.r?.Mtera, w\an4 late u uruc-~ al\h 
a,......, at a t t1Ua\..t daolera tor \he oala at '-r1aa atetll, U. 
OOIII*DT -.raoJ.ac w ~. 1a oddlt.l .. w ,...uar 'llro<ar.,a, a .,.elal -
oldan\1011 tar oia\7~ pla-DtJ \hat la, aolta wl>lab I'NIIIl\..t 1a­
Ua...S 'llal4tq 'by u.. ,.....tu.Mr tor at Laoo\ auv "-1•· lout loprl1 w 
!lay t baaa ac\1Y1Uaa ..... ~ '117 U.. c:-taal• • \be po...,. \Mt 
t.'Uo •t.~oot at dla\rlllaUoa aa tu~ w a oa1a "T ~ u-
.. lt .... \bat boll111 "• tlla s.- ..U loaw w 'lla repaWrod wl\ll U. 
c-taa1 .... ~~ar- t.r\ber t raua.u- at \!Ia\ tW ... .u- p1.ue. 

2. &aloa\ a -ua later '" n• • .,.. ~ ....., ... u. 
-1""1111 ....... \!Ia\ 1\ -u ... ,_ 1\a - v ~ •• , prl- -
olderad 'by 1\ W M ..s-•·1 I 010 -~~ lll.MIIa at ltaalt U 1\ apl MeiN 

ta acq..U.. at ..... , U. - U.. U • all• U. diftrllloo\1a fit 
.._. eL Aooarl• ....- w lte no.•U•ra _. a ~t.ta.lbaUw _. -
•rruc..- ol t-s-. t1oaao --"0 ·~~\a aaalo 
oeitaUw ... ~ • \lie ,.n aL lefta\Wa _. 'M ,...Ua a-1170 

•• u.. c 2"'" _.. • ~''- ., \loa\ u.. "' r ...... 
lllapllv. 

). 1a ~ ... dn - -\111 I M\w ............ I. laart t­
q..s.r.l at tM C 'Mlw .... 'b= 1\ ..W lla ,...... t• hla \a ..U 
,_ ... •-' ., - &, .. ,._,. at.OOO ...... eL - ,. lila 
.... W a Jd.de ... Jlal I zt Li*l .. lt1111&.- el tile 

cu••-• .r tM r.a-..1 ....... lau et 1w r. •-· a. .....u, 
s.a-w t.a Jela ..... Iaiit .......... 1a 2 2 n .......... eL 

.. 
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~- ru - •d auu .... U&n ..., ~~ bl8 to MiJ .wa -v.t 
.r .... 1'*1 joLn ot.ock ~ Mllh. Ao a ,...,.,u. .r laltar"a S...:IIU7, 
repreooo\&'lfto oL tba c:-t.llloo 1.wmow4 1'-rl. lo ectn_. 
tboo tbo\ !lo b..s __. 1'r oa··noa o\oelt t• a Lonr pert.,. ot u.o, 
•• oot loe1DC preo...S for bl8 l ea .. , lMt.4 a.plo a 11o\& apor\ troe \be 
atoclt to Ucp1dato \bo loaoo, bot\ dld llO\ wieb te oal l IIU T-r1• 
t\ooll: oa tbo tel"l.al' otoell: o:llebat~~o La order to n ol d dopJ"OOOl.Dc ,._ 
totlou for the otoek. 

4o Tile C...-J.o1L011 , no Ho a;>p..-1 oad tho oalo sw-oded, boot 
u oor...s lahr that 1f ~~ ot.bor IIICb ._ll wre eaueoiod \c h1a bo 
ooot ad•loo \ bo Co.alni on bo( on bo wo11ld bo treo to ;>rocood, \bo 
!!towr\ tru•oUoe bo.Lnc c ooo ld.erod by \bo c-iooloo cot to bo 1e tbo 
.. taro of • .,...coc~ .. t • 

.... ,.,a wook q o, 8akor adn eod \bo C1 •ul• t!ld - Pat;U11111 
bad .,.....- b1a to ooU tbo 11, 000 oba..,.. te obleb ro! .re- bu al­
roadr booe oo6o. Ao a roalt \be Cooai .. Loe ead.e.., 11:-Upuo" oad 
ro....s \bo ro .IAwltlc rae teo 

' · Pa,;-c1 1o t.'w -r ot o oo.211u1GtJ b,..l.JioM c:aU.d tbo 
llt.U ._ F.-it Co_.,. Ia 1'})) bo\h Pac.-ccl and tbo -~ wore 
1o~otoiod to U• &uk or a.ortoa. The 1ouo "PP".,.IItlT wore l.Da!f 1c1oot­
l 7 oae.arod Ul4 Troo-r1ca Ooooral llol4111C CcnpAny, a fra•....rt• 
hllo1dlerr w!l1cb bod alao ad.., ... ..,., to Paranueo1 and bla oocopo~1, 
q raed t o oWI>ordba\1 1 \1 l""na and V• oollo teral \boreCor to tbo 1-
bald 1>1 t ha ba nk . 

·s- U o t.!loraattor, M Yor \bolo .. , r.--r 1ea Ganeral Roldi llll 
CooJ>U1 adft~ced aoro t'leda to Pa;xor.w:c1 1o a aul'tl&lea\ &liiOUJJt to (1JlO.Uco 
euU rol7 \~o I'Ul'Cboll by h1a ot 10, 00? obareo of Traaauorica ltoolt. 
lboo •- tl:M \.&tor Pap!NCIC1 a ;.plled for a tlo£~! leaD tor blo _. .. 
doo baol ..... , \!lo la.U or ..... rt .. , ti!Joo .. ll - . ... or 1\1 oftlcon, 
l oolod t ile lou. lort 1a splto of \ .blo too\ \.._ T....,....rt• SerYL.oo eo,. 
""'"'' ... tiler r .... -r1 .. aftllloto, plaoed o r<!era •1tb l>I"'ko~ n .... 
for\ ... pu:rv!oaoo ~~ PqaM«J. ot 1.4,000 add.l.U onal ohuta of Tro.D-1ea 
at.oclt w!llu tbo !ornco c_, CiDu...S anUro11• 

Ilia io\a1. t.ao • U !\ Tru-rioa aed lto nrlouo at t1 U atoo0 1D= 
olodiac tile ka, - to about t700.000, Ill tao • llot.oftl. or aboot 
t~10JO, 11 \loa\, aU t.opt!ler, l.J.a e ceooao\ 11 u :lar ootor, alt !louab 
tbo 1- wltb tile Malt 1too1t 1D \bo a-' ot ol>ou\ $16,.000 • PIIM"'• 
to l>o aoloqaa\olt ......... oii>CO 1t hao oU or tho oollatol'al l>obW 1\. 

h wu poLatod ou\ 0 n-.er, that t.'le ballk 1\aolt 1o -•111' 
ld¥01,.. wl\l'l T-rioa a toelt oad, \ harotora, t..- \Mia '-7 T­
-rica will lndl roctl:r rooct • ot• l nat tM ~ack. '"' t.'le praeoo\ -.rite\ 
• l>ou\ fll , OOO, OJO .r ~1ca otoolt 1o ~od wi\1> tbo leM el 
J.Mrlca • • coUo\Orol. 

Regraded Unclassified



78 

-'-
6. ,.. c-• .. u. kls- til.\ Tp:rn• 1• 1\Mlt 11 ..... ... 

wl\ll \'be,...,.. ... ale .r P...-1'• •"'*- 11M •17 Pep~~ od ... llU 
atwrur, "'"'01.-s. ~u. INlet\ ... -"'-r 1n1w .... •• ,,.,. 
""'" ·~·,... "" , ... s10 t.e •rae .,... , .... ~ cnatlllc et , ... ,...._... 
perwl.aelo11 • 

...... aU ~ •U..•- u....,. P""''"• te _.,. c-sM'•'• 
,.,.....-.u- '"-' tloe c ••• ....u ~ ,.NluteD rw ~ a1e et 
hc-c1'• at.oct 1a ~ - ,..p ..... Pwa-\blr .._ ~'• 1M uw, ~ 
•t.t.e ... broqllt \o ~lr at....,\loa 1a --"- wl\b \be hcaned ateea 
.e:t 1.1141aata \hat tllen ..,.. -roa• o\hotJ> tut.aoeea at 11111eb \he a.. 
abaloa baa 110\ ..._ odnM4 wl»N .U.. et at.Mit, Ht8MD17 tar 1,.1dere 
., at.octboldeN ..t •-•W with t'be ....,_,, ...... ~ "*- rw 
tile ac-' .... , \he U..Ua•U.. .r ,. _..., 1\Mlt. ru • ..._ 
-lt•ta a e.-plata laftaUaa\1-. ot the nU.re 'I'~ at ... \1• 
wUb • n .. ta deteNiAl• •~r "- a.-l\I.H tx.bouop An er \1M 
Senrlt.U. Aot, ar ~ il&ft ..._ YioleW, ... wbatber otbar 'fiola\1.­
ia ooataepld1• ahwlAI be ,......w. 

I\ &PI*'" that, 1r a!>eh a iwftlt.lpU• 11 ~ ..e lt \1.­
T..-a , doa Gttle.lala • ..,.,..w, • M8\ll or_.. .SCh\ wll ....,._bet­
~ a-.,tc1oa .-14 be UMM4 la \1.- a.l8dl at tile pld>Ua. It, oa \1M 
etila>' bud, t.11o c-.1H1011 t1!1de 1\' .... ....,. \o ...... , ta eoo.n ae\1.• 
er te tba exntMt.loll ot the nteor4a at tlllrd pua-.1.1 1\ 11 lieU .... 
t ha\ ,_,.. .....U leak a1lt &.1-n I tdlt\al7o '1'ha ,...lble at teo\ fill 
-~~,._,..~Dell\ M \w-feldl tlr8\1 a MrU\ bJ'Mk et ti-DI tv'.• 
a\oolt lll\b a eonaapudtac 1 ... 1D ealla\aral ftl.aa t.e ~ at ... rl•J 
1114 .. eood, laN et -r1deeoe 1a t.t•• 'baali: 1U.U, poea.Lbl7 acra s •teA 
liT a...._ 

'l'be ...,....., ... •• OION~ liT • r.qo .. t t roe tha SeantuJ, -
coded \a liT \1.- C8Plaa1•'• ...,_tau .... , that U T tu.l a.Uoa clat.er­
.U... _. bJ the COM.lnioa wal4 lie • ••W • t'be fi'&UVT• I\ ... 
...S. elar liT tl.- BHntu7 tlla\ lie- DOt roqo .. tlJit er ....,..uac 81'7 
an- ..,.. tile Ca t aoloa1 • clee1fl• _. \tat 1.- ...-.lr claeln4 te be 
.,., adYl .... 
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·~rao~up91 yos rn1 n p 

.._,,,,., , Troop, lou~ and IVf4T ot ~t.. S lC called nt t.ht t .. c,.,tal'7' t 
nou•• o t rlYa o ' eloclt J a aW> '7 '" " ac!Ylco lila or t ho :nc• • tnt..Nit \ 1• 
tho Tranoa~orlco ottu..Uoa. !flo, TrO<>p 11 Ornerat CoWl .. l 1 ll:r. loaDt 
h olttaDt 041!leN.l Co;maol , ucl . ... lv4y b.ulnor ln :!&D FHneltoo or \bit 
~r.c. 

The l=o-~1•~• quoot.Lon be(o~• \bt Coaml oaloo it oh.tnor ~ tlll .,..,.a t..\ o • rlteU r.r oftr """ co A~r or atoot owned b7 o;:e P•1• nucc.1 
1t TrtnttJ~Lrlu Corporae!oe " lobo uo 111\ or oboot 1? , )JO :u t of a blau 
or .)l 0 ')l:l obaroo. Thb Gllettl~r· , ll• tum, opoao tor co::d doratlon a r,.,._ 
t..\or o>:"Obl•, aad t~t. 1a •lwt!lor tl:o CH:aiu l on bu cow bHa H roocl <d 
oac!l a atalA or a~raL.-e 1n C1Min•ct t or wt\h l'r u - rlu t.!lat a coc.,Leto 
n aucanon or ltc <!M.li"'!;t .tt.!l l r etdort b lc<llutocl. S!Jo::.ld a.cb ... 
eu ·d notlon be LJirUt.at ecl , lt •~ale! -•r or tater br1"l tY enU re 
tltootlOD OGt lcto \ !It D?Oft• fht boc&aro.nd f or t,,_ rorarolnc 11 at 
~oUn•• 

1, .t.b ... t. • lz aor tho a;TO a whol\y-owned oub•lclluoy or Tror.:u ..,rlu, 
.. t l ecl Alaocht..l'l .t...rlcaD llht.r1but.ora, oGhrCid lu t o • ., orr .. n;:e .. ut wl t ll 
a .roup or or ri l l at.rd deolor o for t he t&lt of Tr $ooam.rloa et.oelt, tho 
co•fN!inJ q-ree 1rlC to p117 , io ttc:ld lt.lon to roa;ular brol(ll! ra;o . • •ptolal oon­
ohlorat•aa tor ail<tr -<l'IY plo.eu•nts t bot Lo, oa l .. w.'\i~ll reault.'t 1.11 co,_ 
t l-ucod !told lar l.7 t !lo rvrcbu er tor • t lo .. t obt)' d" Y• • S..t t Apr il or 
Jay t \o .. >ct1Y1t.1ea • .,,.. at op,..cl 'br tile Coeai fA1oa oe t.!'le c:ruund \ bot 
t 111 .. t~od o( dlatl"lbutl~!l wae taJitiiOOUCf. tO & ~ale b7 ,,....,_ rite lt.­
Ot l f a.Dd, t !!At t tl ac ao, tho ht'H wo.!cl ll.no t.o be rerts>.erN wit:> the 
Co~'Mulon botoro rurt'>e.r t rantacUoua or t ll.'t. • l od e oJ!.d taU ;>taca, 

2. About • aontb tater Trao- rica otoelt broLt o!14.1j>l.r ocod t ba 
C!)o 'll&lt1 •"-otJ.Dce:-6 t~t. it. ,. .... lld b'41 ( or 1 :.. owtt t,.rH.eu.., , at. pr·lc•s ce&­
olde ro.l by lt t.o l>t a<ln.:>taeaoJO, oucb blocko or etcc~ u 1t lfilbt daa1ro 
t.o a cQuire , At. about. t !lo sa.. t.i• 1t o.r.aouaoel'l tbe d1strU>!It.lon ot 
f on< ot J.u r l ca otock t.o ltt ot <'ckl>ol.4ort and a rtca~ltoll,.tloo aJtd ,..._ 
•rnn0tMIIt or Tr&~>-rlet. Tb&oe .. rno.&D-nU a .par~\17 l t'Cl t.o c""'\ 
ll ltattOD tod 1tl'lu.lry OD tho part or lnft t t.oro OJ>cl t ";e public ( tntro. H y , 

olld t ho Co.!lalaol oo ao.clo ao 1n .. ootlcaUoa a t tl-At tl.N but r olllld • 
Hlo11ol1t.y. 

3. l a • e p\Mbel' &II OYer-t.~o-<:OUDt.or bro~ .... 1!, e. Dt.i<or, ln­
qul rcod a t t.b• Couiuloa wba tbtr 1t. • auld l>t prop.r t or b1a \o M.ll 
,.,. \.he ··-t or ono .... o. 9towrl n.~ thoro• ot - r ..... - r l• 
a toelt • t alat.Y-da:r otacHJt at. orranc•-l• S- t, 0t11 oC the a.,...,..,.. of tho Pe<kr a l ReaerTt J or.lt ot S... r ...,.a1MOo b b.at117 
lateroatocl la J o tat •toclr LaD<! tanlto a Dd lo h dtb\Cid \e \ he lank II 
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-a-
..... ,_ ~ .. , •• ..uu. ...... -- .. "" .... ...-...& 
t1 ~ Jein _... 1..e MaU. .,. • ~' tl .._.. &aci!UFo 
........... u- tl .. e , ... , .. 1 .. 1 • • '· ........ ...... , .......... ,. ...... '••'-1 ,...Wtl ..... 
_. .. , MiiLC ,...,.. rw JUa ~. w -.&e .. _.. .,.n r... u. 
etoelt w U.uUaw u. ~. M\ 4U 8ft ""'* te ..u IIU fa ._ 
ewell • .._ ncUar -"'* ...,..,... &a ...._. w ••oU I ; -laC .... 
\o.\1•• ,., '"" Hoell. 

4. ,_ c-•·\- ..... 1\e ~;ullal. ...... ale'"" s •• M\ 
1\ _,_. l*w Ul&\ U ..,- eUler .-11 ...U _.. _..._. \o IIIII M _, ·•wu. ... c..t..t. bat - .. -u .. r... .. ,... ..... 
"-~'\\nee s\lee INI1• -Uen4 ~\he C '"I• 8ft w !No &a \he 
• .,. el• ,.,ucwt.. 
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~, • ..- .... .__~ ... U.Cn 'eet•-•-P'Ip M w .. ,......-. JUa w ..u u. u,aoo ....._ w tolll-" ...,._ .,.. el­
....., INoee ..... .. e ~\ the C-u.U. _... ee 1-U.Uee ... r.- \be ,_ u..tLnc ranee 

"' P•p II Pi 1e U. - fl ft Need ....... !Nee ee1W U. 
Nalt .._ 71"11l\ C1 1 r. Ia 1.,, INoUI Pep ut eed the ·•s , -
~w w -.. halt .t -..&•. ,.. 1eeee eppareJI\17 _.. laeet'tlet.•'­
!.T ........... Tww• '" 0n.ra1 ftel"• c..,.._,, e ""'-tee 
..... Ule'T wlliab loe4 else u.....- __,. w Papwoel eed Ilia......,,, 
aareed \ o ,._.leew 1\e 1-• Ul4 \he ..U.\oftl \beefer w \he 1eeee lieU..,. ... Mak, 

a-u u.. .... r-..., .... ,,.,,_.fa • -~= O..ralleUi• 
C' ~I'LIT Uftcaa4 _.. t.de w P~ &a e wW _, W ~ 
•UrN;r \be pve._ ~ lWI t1 ao,ooo ....,... t1 ~rt= .---. 
-..- u.. la\er P•p , 1 • 11Plle4 twa tao1~ 1eee tw bia ,._ 
at= ...., ua, \M lraak t1 ~-. u..a..- - , - t1 ue ern._, 
~ \lie leee, ._ &a .,tw t1 Wa tee\ t1oa T-n la Ser9tea c..­
IIM¥• _,._ T..-e 1 in .rtUle\a, ,&.aeM ..-n n• \a herece ru. 
t w ' "- parft&ea ~ P•p eral et 14.000 M41\l.• al .....,... et T-aen 1• 
-It oM• \M Seniae c......,. nneeed ..u.r.l7. 

Ua \aW ~ •i~' Tr"' 1 la ..a 1\e ....n- ettllla\ee, 1»-
aWlftl \M ..... - t ....... , ~. lila ..U.\etoll tl _.=\ 
t~,o:10, .. ""''• .u ..,...._., 111e ur '» --'-" =-· eJ.""""" \be 1- n\11 u. ..._ 1w.u .. ,., ___.., ....,, ew,ooo.,..... 
\a loa ~-w.r __ ..... 1L ... aU et ... eelle\eral MIWtt "· 

It - fPhW -'. h 7 IW o ULe\ the ILeM lteelt la b=ft~ 
lo'Mleed Llt\111'1 Ia eWM .... ...._,_.., '- t-. 'w Tu 11 
-'-au ...... "' _. ..,.s.n u. ILeM. ._ u. ,... ' ...,. ...... •u.o:r:O ., ,.. • r~e~ .... 1e " ., • ~··• ._ .. 
....... '--1. -

. ' 
.•' . 
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6. Tile t ..taatoo beUo ... tllot ,.... .... ..-\ .. 1\Mll le -noM 
w1\ll \llo propoaed Mb or Pa.ro•ee~'• okei . '-' ocl7 Popwed ud hle 
at\arao)', ~•t GlaMioi JU.Mlt, let>l.et\ aM uotl»r la.,..r ...... l!c..,ial 
._ ... a;>?O•red ct. t llo sa: to np """ \1,_ tllo ,...,tU.C or tbe ....,_...,. 
ptorwl aalon. 

~dar aU U.. cl.rcaolataJieoo 1\ t-.c1 probable to U. e-taaloe' a 
,.pruolltatlna t hat tlle c ... 1aa1oa woul4 d.q ponlinloo ! or t.ba Mla <II 
l"o.;;onoacol' a atock 1a the •IIIler propo..., . r.rthar....., tb&t., '--r, t loe 
M ttera br~(llt t o tllelr at.tnt.loo 1D OOOIJMotlen ot1t.ll tho Papnucc1 at.oell 
at 1Jidl ca\e that t here llre a'-OrO'J o otltor ha\.a ..... a Of t bl cb \ be (:-
111 u 1011 l>aa 11ot been II!!Yia..S ahare Al"" or otoclt, oot.4.,.1bl7 Cor 1nddora 
.,. atocltllolcle.-. -t •-•t..s alt.ll tbe .,...._t, ba ... ..tMl.l7 """ t • 
tllo ···-t ... at. tho 1not.1&atloe or ,,. • ...,..,. 1\Mll. ~. tdcta\ 
Mcaaaltoto a coaplot.o 1o ... aUca UOD ot t bo ... u ro '!.--loa eltoetloe 
w~t.ll a • l oa t.o da\arain111C •llot.lll>r t llo Sec.ri\loa txcllanco .let v \be 
:'Anrl U ao .let, or 'bot h, !laft bo• •t1olaW, tJIII • betbor o t !lar Ylolatioaa 
1a e<>a~__,bu ... a!>o>Jld bo P"ftDW. 

l t •:>~• tl>at, 1t a·Jol> u h fto t trt.loa lo ...:vtou. uod 1t tM 
Trao-1ea o!'rtolalo coo;>eroto, a -tb or ..,,.. a l.&ht .. .u elafoo boforo 
00)' .,..,loloe WOI>l.d be ....... ad 1n the oJII<Ia or t.!to p~bllr. rr. "" t he 
o t.ll• r tAGd, tlle Cosaiaa1oa tlado l t ••• • • .... 7 t.o r•aort to court ao\ 1oo 
or to t.~ .. e...Unatlon or t..'le " eorda or t.lllrd ~raono, U. 1o boU ntlll 
u .. t T\QOJ'O woul4 lMk ... ~t a t.ooat. 111M4la taq. Tba posalble a!t.c\ <II 
oucb ruaoro aiaht be two-told• r trat, a .. rtat braat ot Tranaaaorl .. 
1t oolt wltb a corr .. ;><>DdtliQ l ••• ln oollal.e-:al •a lue to S.llk or .taorloa1 
• nd ueond , lo .. or e011rld""ce 111 ~h• t"'l>lc itaelt, poas l bl y aC<:oap&nled 
by • "'-· · 

TM c>ftl'.,.once ,... co..el llde4 b7 a r.queot f r<>• t.~ Seeret.ary, ae­
codod to by Lbe toct .. !oo'a repreMDt.a ~l .... a, tlleL 0117 Cl.al a e\l oo det.or­
a1De4 U;>oll b)' L:W c-tuloa -w be ·-lt•te4 .. t.ba r ..... ....,.. 1\ .. 
all!!a d ..,.. b)' Lt. S.cntary tbat. ~ •• Dot r cquut l.a& or •'A'• UIIC ar:7 
tanoaae. qopoa t.bo C~u1o•' a docbloa ud that. he ~7 daalre4 to be 
upt ll!!• he4. 

CfOtiU 
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n,• bo::..-dbl.e quoaU cn h ' o ' • t.he Co.;=ina1ou h wlw·tnrr \"-7 w1ll ;>ttr-.:.lt t."• :Mar~ct.1.nc o• cr t.~ co A!.•r ot • t... ... ck O.llod b7 or.e Pt.,er.ucc.l 1D 'ira.ftM.:::.t ric.a Corpora'..!.on t.o t.."ae IIS01Dt or a.tD•It. l " , A'.J 0 .1t or "' bl oel or ) ) 1 "\ \j fll,•r·••• f .1e _. UI'Ot.1on , i n t.urn 11 OJ)olll (or CCtt~:tl .!erotion a f ·uzr.­t. 1er ;>:-obl.ea, ~< od e.~ t 1.1 ~.,.v.er U:.e Co.acsiee l <>fi ~J t..cw hum eerc..,d ~ •.:c ~ • at.a~. or o!"'r .:. lr' i r. c~::oct!.o. rtt l. "Zr:t.:,e&ttOr1ta that ft. coo;Uot4 u).odn.nllor or i t~ J.aU~a vlt., t --.•1uera ta ~lc:a. t..O. S:t.o:l.: e ...;c l'l an f')A."'10!at.!o!') t e 1ret 1t ut .. d , !t • .: ld aooa.ttr o r Uler br! r.' l ' .e en t.lN at ~':I!A\.1~ O"..lt 1nt o t. .~ o~n. f b.e baC'.c.rro .. nd for t.',. roreaol na: 11 •• ·o:lo"flt 

1.. About. ail:: "-o~tta 't olifO a w'\olty-owntld aub&l dlary or ! n r"SCHrte.o , ra :lt>'CS f.•&Ocl•t.o-4 AA• r 1eac. Dl :. !.rlb..~;t.o:r•, uttered l& ~o lt!l: -. r r -tJ..,IM n t. • l t h " r r , up or • ri: tat.f'~ ~ .... :.to r a ror t.~.e atho o.r rrr.n••=•rl d!t at.t)e:£, t.n. C.Otlllft&l!l1 '''s-rs-• ~ nc to )111/ , l o t~ddlt.t.o "': to i'fl' .. ·..a!• r b r ; .. :-c.;.- , • S;H'Cl.~ l con­~t'Jerat on :no atxt.:·- !ay ~l"r•»t.t.; t. .a ~ 11, •• lr•,. 1r b reaul te.d 1c CO"l­t .· lleJ ~old l nr Lt t.~• ;wu:-et,Aaor fo r " t lo• t' t vi.xty c.!fl ) d• t. • t. A ' r i l or ·~r tht~L'• tct ' Yt t1aa »Mre ~to;\,;."''d l1 t he Con.ai• •ton on ~· • Cl'O.on.1 t.» t. t ! t 1et.'"lo:l o!' U atr!b:tl ! n a s \An W.M t:n t. to ¥ ~ate b7 "i'!"fll'lMA41rloe 1t-1t l f ~nd . t M t t •lug • o, t ho 1r-11u• wo:.&~d ha•e W b• rf",1st4rN vl t.!\ the Co.:a...,\ aa~on } •roN f-.Jrt ·ter t.~e: 260t.!.o e ot' ~lut l t'.d C!).o -d !&ko ;"ttC. ft • 

::. About. ~ aont .. b l.tter " r anMt" .. riC:t. a t.oC-' bJ"o'tft • !vtrpl.r : Dd •be :~.,.ny ~r: ~.me.cl t ha t. H . .., tld b~ !'or i t.: <mn tr~" 'u ry, ct. prlc.-, c c;r.­~l~~r9d by 1~ t o b• a j v&nt&g•ou• , ~ueh blocka o' ~toe~ ae lt ~1~bt Je•l r• • .. o ac >t l :-e. it. t.b.:r..tt. ~ ,..,. t1M lt &&»>m:c:«< t.'=w J lst..r1b·J1.to a ot l •r~ or A~~~1ca ~tee< t o 1t c ·~~ c~holJerl •nd • reco ~1t&ll•• l! oa ftnd ~ "• ... ::_..f'l · ... 4nt ot Tr•n.•u erica. T!l•se &Mo.azac..,.._..nt.• a p=.rr..et.!.T l.e4 t.o cue:·: "' l!.Attan end t"'·u.~ry on !.~• r-rt of l~•·•• t.ora aM t~e ~·iblto e en•ro .. lr , ·. r~ t '.o Co:a1es1on uode • n 1o• • •l1• &t.lOb 1.1 f tr.~t ti.u but t ouna DO t . !.~ ·• . lty. 

) . :o npteaber a~ ov•r-th&-e~Jutcr bro~•r, H. ~. ~akcr, 1h­., ~.,~ lr~ ·~ t. ., Cou.U~t ce p'\&t.."i•:- ! t. wo 1ld Lf" pro~r tor ·~1• t.o ael l for Uae e cC'Otftt o r ~De A. J . :-t~wart. Z?, :'~) :~•r•• of' nn !re.t~ .... r 1u aton oa • •u\y-<MT ~l.ac-nt a M"anc•aent. : u -n, em• er the ; OY.I'DON et V.. r~ral !\e~f'l"99 liiiLk ot S.D P',.oc.1Hc , ll be&"\1.7 1ahrett.ed 1n J o!n \ atac't l.aod b..,lta and 1a !r:d•bt..cl \o \be a..,~ et 

• 
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Aooer1ea t•r •• .,.,..1 a lllloa ... uara .... \J' bla to luq at<>D'II 1011\Nl 
.r ,..,.raJ. J•~•t. o\ocll laJIII "-~t<u. Ato a r .. ul t. at l!ai!D,..o 1nqll1Jo7, 
reprooooutt .... .r tile c-11111 oa 1ot.onl....S sw-rt. .. ach1...S 
t.u a t bllt he bad _... ,.,..-..tea at""lr t• a lone JNr 1o4 et u-, 
ftll bO t betac preu..S ror M • l oaaa, l&...S aaple . ... t. 11)111"\ rro. \be 
oloclr to u, 4ata tho 1-, tat 4 1.4 110t rilb to aeU h1e Tnc-r1• 
•t oot oe t!M replor n oalr oadla."Ca 111 ....Sor to n e 14 ~preaat•c q­
tat.lo•• t or t be 1\.cet , 

4. n.. Coa1 .. 1.,. • •"• 1 t.a a.,pron l 6114 t he aele proa..S..S, bat 
u • •ne4 Balin U•At 1r oJ>'f ot her aucl& d .. le "" "**t .. tecS t o ll.u be 
• •t • dYlM the Col&ll1aa1on bofere he would be tr .. e to pro- , tba 
St .. ar\ tNDMOtioa boln1 ~Oilolclere4 'bT the c-t.ololl COt to be 111 tbe 
aotere or • pt'aoedent. 
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J.l>out a "" •co, l a.k.r achiaed t t.. C-tN1oa tl'.a t - Po! a nucd 
lid a ;o;>N&cbed b l.a to Hll tile l 'l, O'JO sllarM to • hicll re!"arenee haa a l ­
reaciJ' "-" ...S., .. 1 ro•••l.t the ' •••h•1.., aa:\o .., 1a .... UpU o!l . .. 
r......s t'Je ro ' l ... tac r aoul 

5. I'O;;IISueci 1o t!M -· ot a eo=lul oa b ... loo .. uUe4 tt.. 
!tlt ._ P!'Git C~"PIIIT• 1a l'J)) bath Pacar.~~cc1 oo4 t:.e COCIPoJ>'f WIN 

1o. allte4 t o t!le !Janl: ot A•r1ee, Tile 111111 • O)porollt1'f """ in .. rttct .. t­
l r 1eeurecl a o4 '""'"""erloa Oa.,.rel llo1.41111 Cospoa'f, • fra• ••,.r1ae 
1ul>al<Uor, 'll'!llcb had alao a<1 ... oee<l ooroJ' t o P"llanucci ar.cl hie oo:apii>J't 
•gr e..t t o atibo l'<S1D&\& llo to~"• 1111cl t he colla tera l therot or to till loa~~a 
!Mld by t ho hal>lt. 

~ \ 1 • \ !>e t·aar u r, D~•uthelou, T,...,_r1ca ao .... ral llo1.41QC 
CoDj)IDy a.<hrJU.cecl ao,.. (uolla to Pv amoccl 111 a IIUftlciae\ ~t to (l n&riCI 
•• U,..l'f ,,. ;nrc::. .. bJ' h1e or 1:>, :>;>:) ol>aru or : r.u:-r1ca atoot. 
lr.Jea a;>oa t tJoe l.aur l'aotuucc1 ·~;>Uecl tor a $l:>! :l)' l0011 t or !Uo -.te­
d"" b-;,ol»fla, ,~ .. !l&c.c or Aeertea, t.hro.'lfh one VO<:k, - or 1 tl ortlc.re, 
len1e4 ~ .... 10011. e.t la l pl\41 or,~. tact \he t ..... -nca s.m .. Co:o­
PoJ>J'o O.Mtl!er Traoea.- 1"101 aC'tUl.•~te, pl,aoed o.-J .. a l'lth brol:arac• • t ... 
tor t~o pure~••• by l'a; onurc1 o r 14, 010 a4<!U.loral •~>&rae or !l"ana .... r1ca 
aee>cll: w'\lcll the :lerwl"a CO...,..I>J' f i .MDCe4 O~t1,..lJ'o 

Ilia total 1-•• elt'> ! rae-rica aDd Ha n rloua a trHlaue, la­
elud l QC t» l>AD!t, uawt\ to a.baut ~7)0~000, wU!1 ooll a teral or allou\ 
rsoo, o10, 10 \ 'tat, a ll to.• "-r, •·l• accollllt 11 lii:IJer water, • lt~oJcll 
t.'>e l O&Jt • 1 tb tho b~e'c: 1 U.lf 11: the IUIOI>IIt et bou t t 16, , 0;),) a ppura 
to be ..Sa.;c.atel:' • • '"'-""" l lr.ce l t hal .u or t he eo! later al. llehied 1\, 

It -. ""1 ete4 01 \, llaM'rer , \.bat \be hal>t 1 tael! l.a hlan l y 
1n""l....S rl\~ TruNMrloa otoe!t 1114, t laraton, l.eaMI t akae 'bT T ..... 

... r1 .. .Ul 11141rM\l'f ....n aca l nat t u • ...,,.. At tile ' """"' •r•e\ 
' '""'' fu,ooo,o:~a e1 1n-r1oa atoet t• pla4pd wltb tbe e .. ~~: e1 
Aooer lea ao eoll.aural, 

I 
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6. Tk C.-!HlM bou- tllit\ f ,.•ae-lea 1\Mlf la CDUII ... 

..S.\11 \be ~- ael.e ot Pa.p-.1'• •~• le\ ool7 ~ .., bla 
a ttoney, ~\ OiANIIl lll-tf, ~leU..,. -u..r lJnrTv __. s...,1d 
...... •l'l"'•....S ~t \'- SIC \o .............. \bee \lila l l 'all\1"1 et \he ,...._W 
p<tl'llll I I 0 o. 

llllcler all U.. cU.••\elle .. U -.d pn' •1• \e ..._ eo-tAl•'• 
,.,...co.Ut1'teo \ba\ \ he c-ud• .. llld dee¥ p<tl'lllNI.ae !er \he ealo et 
P"'anccl 1o etoclt la \be . .. .,.., pn p11 ... ,_.,..., ._.. \he\0 bouo-, \lila 
a t tire bre<op\ \<> \helr a\\10'\loe h 0001-\1001 wi\b '-ba hp.al&cal 1\oell 
.., I.JI41•te t h&\ t l;u o uo &:merouo otllor 1 .. \a-1 or wblc ll t.he c­
a1U 1Dt l•aa ""'' ~ o4Y1H4 • here aal .. or owc!r, Oll.oMI.lll.T ror lntJ.dore 
or ewc!tholdera aot c-c-..4 wi\1> \he .. ~>q aau\ 0 !Ia.,. ~ liMa tor 
tbe a e.-t or at \ !Ia 1ooU11\1oo et '-ba _.,.._, 1teolt. flll a td.P\ 
MCOII 1\Ito a coaplato b •••U.•U.. or t!la olrt.l.ra f Na loa 11\UU• 
wlt.'1 a Yl" \o dotora1AiJIC • !oot.lo· r \he Soevtu .. IXII>&aea Ac\ or \he 
~oetrrl\loo Act, or 1>..-c._ loa.,. bo• Y1ol&W 1 &JOt • het.hor oU.r YlolaU­
I.o colltHI!II.Atl• a!ot:lld bo ,...._..-. 

I t a:>,.,oro that, i t l'>el> u t...,oU,.Uoo 1.1 _.,..._ ... lt \be 
Truauorlca «'~1ct•ll coopo,..to1 a -u or .. ,.. a!«ll\ -u al&pea botoro 
oq l""plei.Dt ..,..ld boar~ ln , .,. lilodo of ~'to public. Ir, a t he 
ot..'tcr ~.orA, the Co:nint011 r1..a 1\ a ..:ouary \ o roaert \o c<NI't oa\loo 
or to the o...,.i!l&Uon ot •.'le r.corda or tllt...S p41r111111 0 1\ b boU ..... 
t tu. t .-ore IIOtlld l Mit o'Jt .~ t..41ot.-l;r. fila ;>oaolblo a rt•c\ et 
1oab n • r • a laht be t-toldo tln\1 • Ml'ltl\ broo!r at Tna-..lae 
1\oolt wttb a corrospoedinc t .. a ill collatoNl .., luo \o Back ot laor lMJ 
t ncl .. c0lld 0 lou or CC>!\ridmco 111 \ be l""nk ito1lt t poealbty &CCa.pani .. 
bJ a NO. 

Tile coator..,ce ftl CD~l.S..S l>7 a requeat t'roe the ~t&l7, ao­
.....-:1>4 \a"" ~be Coa:daal0111 a ropra-I.A~l••• · that &:1)' r l.Ml ac\toc. da\lr­
alaad l&pCD b7 t'ta Couhal""' - •\d bo o~u-..4 to the T.....,.. I\ _. 
-~• clear "' the SocT.t.»-1 t~t 1M - • 11ot roq11uUq or _,...ti.Ac &r~ 1Dn..,. ... ...,.. \1M Ceaatu l•' a do&ialoa ud \bot he •:r.lT dallrod t.o bo 
lta't odwi Md. 
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; .. ._ •J iJ.;.tr. /), ~ /,,-6,. fm tU~ «(ft/,,d / 1 A 
wLtJ4 t/w lud . J 

~r/-)1.) ~ -t:l~~ /.( f-t.eJ /l~ e-
/) .!{, rdr / jlt au 15 

ff!) .e.rJ-c;rcr -<-ido lfr .tt~ tV? ({ !V,.t~ ,, 

!,, ·? ' 7A .Afnk. . :; ) J .. 
1- tclu;; 1 ,- t 1.! ~ tf:-, .PU d.~ 
/ /tr U/AAU, r / 

1 L(, 1. /.A /?lyf:tt /a;l 1~ , , .~ 1:. £ c::. 
f J J-{ ,Jf'tfc If\ , ./N ''f ~ fc.,ttt(J-1/Jtt, P,/~) 

-7 A ~HAl r-(.(.N.lu ( 1.../ fc , fn-r "-'~ .-U. L1 n 4 ( .ft" .. , J 
. ~ ~ ! /j !v tl h. rln frt 44-~r 1 /t 

.l f•t-L td C<rt~atdttt-t"w1 f ,cu_ 
·11 f/vtr.At.11vtc.fl/ tit ) fn ~r&J, tJ-t,.. A lf ft ~ ~ 

fJ-v /&6 o.fffir frltttrs ( rf ~vt1 tu.-.,_. !71 
~ 
f2 ,w\ll. 1tt.~V< t1 lt.,~, u 

Regraded Unclassified
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. . 

1U. II..M,.. {, d A-v.~1, fa-ll~ 
O!M.d I ~d -1<-o .4ft td ~ 

: :, ~~~. Jl-RiSwlu.r, l1tJ kt.-r, evdu d tJlu(.., 

~~ ~ d ;uti t::.. )} () ..iltw~f- ') tf ~i?"D ~ 
.t{MV~ -1!JA.V 11J drik h< I tJ t:t ~ 
f:!.t'~fH-1~. ~lcwMr AMat lt'r.l' h> 
/j. 1+:~ . ;;-( ~d 4 t t4 N. h ~-r-r r 
(11 --z~,t ,A-/7-~Ir ~((!I fir,~ tf.n.-lrp.f 

-j C C. ~ f<...f ib AM ; fu{/a./f 1ft ,,U.-t tl £ 0 
tvu! T /) J./nlt f 1 P ~~A1 h7t~ p U:M 

M ~ ~ j.-rtA4.u( lf ~ > h P--tt4 - P, tUJ 

w tuJ h lu.u h trtM..(<.t' 1tA ti dt­

(41AA 7 I)~- jU rrn-cA ~ 
~1: ~Mt t{,u),afrd. 

5a lvMUtl ;:.~h.J I 'h ~~..r L 1 nL.; ~J.M.tt. ~tt tt-tq- 1/ ~ (). w-u~ tt 7, 
1S4)u rhl PI~-<!_ P~~ lv t41ol 

~. h Mil U,.d lr-k~-uM-11 mkrli:... 

Regraded Unclassified



Regraded Unclassified



88 

/Lt-fdf ~ ~~,'Jti ~ ~ 
~F(!_ - c~ 1>-e.ttM. f. ,'k ;l ~ M1-
CL!i fv ~~e 1-o ~,r-;.- ?~ ~ 
fo fK M-t.d- £r, -au:..~ --VI ~ ~ ? 
~ ~ ~ .AM J't~ 1-o fd"' 
MHAt M{d. 

!1~T- Jn ~;a~ 1 ~ ~ 
~~ ~z If+ ~ ,JJ tu. ?(1-<,;,( ~ ~ 
~·1 ~. fA.A. ~~~-

Regraded Unclassified
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TR.IllfS.IlMERIC.Il CORPOR.IlTIOif 

Hli!ft...., o/IM trUe~,.,.-w.r ... ba ,_..., .r...&o,~NW~c. M IM •I*• o/ IM cor IN",." aM aM 
. ,pctnttl dlf/icuby ln ,.,....Mlltbaf • rNtO-W. •'lf'NIIMl _,_ /tw 1M •Aarc•, flit. ....,, .,. o/ 

Tr•IUCl!M'r~ Corporacu,, '' pr*lert.tH. 

The ... ~ lnlfll•koo of Tr~ Corporatioa to d*riblue pen of h. Bult ol A-* boid1Ap to 
Tr .. ~ .coci:holden, IO ~ b1 eoe-W the w.a.n ef lllt.an. ol T~ •odt ~ ud to 

,_, c:a.ny1q .... ._.,itt OWlllild .. ib boob frvm f l 1e l2,... tMit • PP'*" .. be I~ • ......,. 

n. .. .......,. .-&rioloc .._ .... ..,....~pl ...... 
I. WMI ..... doo .. pllol ...... _pllolot 
2. W'h..t 1f«t 11ii.U dUtnhatioa. of the D.ak .t Aaftica. N. T. J. S. A. u .. 

b.'"• upoc~lbt corpor•t*''• umiop and ...m? 
3 .. Wh1t appettt lO bt: • ~uonable ... Jue for !he._. Tnr~t~mc:rie• .huett 

A t•rdlll ttu4y of tho ~eldtnllont irwolved leW to u dtl111!1 llltWU t to U.eaoe q11«11Jo"' tod lhe followins 

dltcUmllfl i• cletJp!!d to &J~iM 1M ~dM4.,.1 bolder in cklenolnl111 h.-t.ttt poMibU!da of 1M corpotatlon. 

P URPOSE OF Til£ CAPITAL OBANG.E 

11ae Cllpitlll ~of Tr·•·--'"*'"' Corpon&i. will .-pUfr illt ..._. bulilc ,... _ _, eMwt.J•r 

.--tnm~u<Woa 

BRANCH Bk'OONG 
PROGRAM• 

'lllt.ncw plan piYD the ••1 fo. lhe ~ .... ,, 111 nl .. k'Cekrl le eliot u,..,- of 

ih brMCh ~11kiq prosr-&m la .. .,Ct wbere br&IICh ~~ il 1hc.dy pmn.itted nd 
.crOM tliUt iM within r tdu•l Rctervt OlttricU, ehoa1d brandt biiiUn.a by tuda dituiN 

h«ome lea:al uhoped for. 
AI pratlll the Tuflllmt'rlc:a I'OVP ~ft'ec.tiYC"IT CO'I't:.rl C.Uforot., Orqoo u d Ne\'ada; Arb.ooa hu bem tmlt:red 

1~d)' : HpantiOib It ~o~odtr • ·aylo Wuhlqtoo, while Ut~ anclldaho .. far ban hem ldt \lflde,·etopecl. To UJ.,.. 

lntlft rAe rot!UGJ" •I 1M f'ltltiJU. l'~'.lfl,tmrl ~ D~ 71~ coatr.u-1 ......_.,,., ol tlu! 

&t,lAalftt •I dU.. 1""•/wU M!fWit fJ ,/120IJO(JIJOO •I ....c. ...J -~ ~ ,._ I J,41f.y000p;JO 
•l~"-,..tutnprHM~U.,.a..., • ..,..,..,.I •-"....,•I.U ...... U..._~,._ ........... ...u 

... npraoeated by483lwa.cil t.u.b. CaliJomia. 4o2. Or.-.... 9 .. N.r .... 

PART TO BE 
PLAYED BY 
TilE BAI\"Kt 

'l'he dwhd• of~ of A.merb N. T. • S. A.. llodt Md tbt Mj.....- il Tr~ 
.ha* pto'W"W. a *'PIn d. iateru.lU•pUklaSoa which .bou.L4 ~111 ~ Tr~a 
CorpoudOft 0.1 or lhe but holdial ud .... ~. lktd md divotc:• li .. d lb .. ht.tdlarla 

from their a8illa1e etah~e with the baokllll UfiJI, Slto..U br•ltCA fHmlri"l fir F~.J L-ute 

Dl•trld• k ktall..M, ,,.,, t lton1• ..u...W m41~e pq•dW. U.o ombttK,., •I tiN Clonn.lttl .,,.,.,,.,,.,., TM 
Mlllla-f411nelll COitld d11111 COIUollJotiJ tJ.e bonJilllf 11ftlU lftfO II fliiJfe iiUtii:MdOII w4f/t 0 reprll ... l\l.llfiH 

,..,... co~l"f tM TteelJtltl FH.,-.a llto:HII"eef Duc..kf, o~rod"f .. • un.lfiH ~lt. &crtJcf"l lluriladon 

tlwo..flt.o"" IAU DWrr&d'• f4'ft" ...._. 

'11M ~.a-~, pan i1 dlt. ,...,-.. •"*-ed by the C'-lal ""'I it to 

bdl ......................................... d.:.,_ .. ..-~" .....wm.l 
Mlr.W..twl...-.." ••••••..,,.., •1 .. ......_ ... , ••hiW..J,..,_,.. 

lA...,. I• .... a..-d ~ .......... •I .. INf',.. 

SAV1NGS 11'1 
TAXESo 

'TIM,, ... , ftdtral uaufu tu ia M per 100 ...,_of Tr......maicalllod. A llotk hl•laa DO pal 

nluc it Laud OG llie Mme b&eie .. OM ba¥1111 a pu ¥&l\M Of 1100. 81 ciw111AJ tJM par UI\IC from 
110 pll IO 12 par per Jhue, the UU~fer IU Oft S0 DOW .baret of ttod: tftdyfld f&r 100 old th&rei 

wlU tCKal ooly 4c or l/1 (l()g of die &IDOut pr~ 1 eharpd. 

EFFECT ON TILUISAJIEBICA OF BANI. STOCit DJSTJI.UitmON 

o;..-.. of~ oiT->looWioa ol llMI< of "-b. N. T . • S. A., ....... .._ doo Z.W..l opllt. 
...W..tlbU..Ul2.000.._•\klo...W,_.doo __ ,looldloo__,l,67'-000 ...... 

.... - ......... of 0... .... ~ .. 99.6Sl' .... ., __ ...... ----.. -. .... COt,.,.._ ... 1103.92US4. '1"'rM...., ttock it bNic traded- .. .,....... .... .... ..... 57 Will ... 
59 .. ed oe a whe..-.. M.a.. whh prl.Dd.-paJ coo.,,....._ btioc ..... ll $9 ret•iL T .. .,,.,.._,_.. 

1,674,11110 ,_.. ,. .. ......_..,. rr 1co oo111, • fS9.oo • ,,_., .... •...., -"" ..... •I 
1911,7116,000. Tlolo u .....,., ... ., f$,162,000 of 111o h.,. a1 tololdo T ...... - ,_ ...W o. 
.......,., iA tJa. '-' atod .._..Dee. .u, J9.11, ,.,. r e., aA.e.., .... .,.,... c.•,.....,. tM ..... 

.. .....,., &MtlbM. SMtheCIOI'pOr.UC. ......dalla. O.SS~ of d. boO'• ee-pbl lll&ocl. ~ muW •alv.could ............ ,.~ ......... 
....... CA.M...,.. ..... ~ ..... ---=- ......... -..no. ....... __......~ -.,_. l'loCTVM. .. ,. • ..... --~----'nQ......aol -- ~ ................. ~ ...... ......no 

Ill Regraded Unclassified
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AN APPRAISAL OF THE I'(EW TRANSAMERICA SUAJlES 0..,.-... .r 1 ,~ appr.-J eiTr~'• rmaa .. lq ..U.. cbe oew ltd of dMOCI!tpOhlt.iCIIIh. .,. i.ndiulcll n luc c;f 11wnod IIG.IKI pu .lllrt. Cune~tlly quoted oo 1 when•1MI.Ied bult of ITOUI:Id 1$~ at 16% thr 111cd 'PP'N-" •odtrallll)' appn!Jcd. Stock of lhlt &tiW:Itl type u.u.ally tell.t 00 1 hi&bcr prkeoeatalarp ratio. ~ .an.dr -.. .... die carr)iac m.. ol tboe ow,..-•*'• a..wiiiP .r Bulk of A.-rb. N. T. I S. A.,.­.. ,u K • dl. ~11011bM4 of 191.766,000,., appro.-uly $8..$3 • .t.&re on che 11.58$,000 Tr&DM!IItric. tb.,et fi) l;e Clllh&t~l i"M• \VIi llc lllit thll will fornt tJ1e principal altl&lc t~t1n lniJ~e corpou.tioo'a pottfolio, ma.ny ocher ..e. .,.. cartiord Mlip.n"t prtct ically idtndul widllhooM: thow• oa Dec. S I, 1931. Prilciptl acaoooc &bt.. ate dM foiJo.wollc: 
. TWt ClDIIIPUf, ~ apJifOd ... dy 500,01)1) ac:ret of ia~prowd fan. e.rwl r-.1..&. CALII'OINCO IINI0at'~ mainly in C.IJfomia. • •• catried on Doe. 31, I~" 113,831,705 co~apued wlill RJ' 1 113,821,207 on Oft. 31,193%. altboqh lbc agrq:atc ol Kit~ held U appr~ .. ...__ ....... n. 19)6 "PO" ...... d.e:W.-- tor .. .,.,. -.SUS2.92S.. ........ .,_. opa-.. td ,.,.,miel fw MJ year in ita hittory, ud the cr., tiltaaticNI for 1937 h .,-en more promi.ma. The corporradc. ope:ratf'JI In e~·~ry lmptwt1nt •arlt'*hurtl «tmMu.n.ity of C.lifomie 1.11d ~ a lar1• IJOWtr of peadlta. pn~.ata. lf'JIC' vouwe..l».tlfJ' and lwly. 

So.. .. d.!: -...r'• ~ U. aatlkal •1. p ud Gdlct mil:.eral po.rbilid. with 7216 ICf'S al"'*'r pro.-ee Oft whM:I! at' 1~at.td a.-pleml or prHudna oilaad 111 ,qJia. f'he «~mpctt'f NNnllT mtttOtl~ pl.,.,. /or • tl11t~lu'~"f l"tlf''"' N.rwhr .JWt. "ll'f'aiN ~.JCplutG'llon o/ tN Mhllltf• tftll IN """""· b tm ... .ul"' 1~~J<C~~o1ta~ tuUt r• pllr-teol ~ar,rer .u1 e»•Mt""" ,..~1• -. h J.u...l .,. ~ • dw .. .,~ lll.ely ~ ~ .r... M N ltftwt .,..U riA nt.WUJwlll oil d m,_-~ lM ,_,...a~.,.._.,_,_ oJ II/)1)0 ._.,., Lll9.t1 aM- atiJ.iti.oMI •• in •u«:eedlltt 1,., .. T.._ I,.... Hoftdre dte fleNiop~~Wnl ojo wd' o" Nell 10 o,. 20 Mrelntd, prOllld#!d oU U ~Hretl till dwr /irll .U. Antooc lilt .. llo.lclinft ..,, proputie. ia the M m C.•ary Old Rivtt f ldd. Su1.1. M.ari&, Mou&aia V'.rw, 'trecy pt AtW ud t. pt'tctit.ally nay~ ed dac-... U.. .... oil...,. pa polllllibilili-. 
CA.PrT .U. n il tompanr ....,.. and optr • ._... of5ce bu ildJnea. • partmentt, hotel .. r~fdontill property and kiP · COH.PA."(Y due rttlil ~~to~ propc11W. 111d l.llanep •II the b1Aid111 pre~~~lafto! Bank of Amn'lc .. N. T. & S. A. 1 

Tbe Dt«abtr ll. 1936. ~ .-.J .. -. 117.$!7..932. wiUdl "*pua wid. 117~ • Drtooc.ahu li. liO!. h M kLne4 .-propMkl ate c;~nicd at W..lll&anna~t • ppnjMJ. woa1d Juttlfy. 
MAJUU.'TABJ..E Thta itCIII wq('&ITWd onlbe be la.~'" lbtd of TriNimtfScl Coc-poradoo oo ~ 31, 1936. S£CUIJT1ES M ~13 ud ..._. aa ~ ~ ..J~~e of t.U..U9..562 oe tUtU... ......... ,_ 1 

61Q.256tl.ra.t !'\......,.City 8tM of New Yor\, rtpt...U.I about a 1~ illterat r. ... ~ 23.Cll8 .bat" of Cmn-al Food& Corpomlara. 41,969 t!Mm Clf Unloa Oil Co. of Callfomla 111d 22,819 tl~m of Flltma.a'• filM l.ulr'*lte eo.,.,.,. The portfolio alto lnduc&ccl io'falaMIIU Ia .,..,.a Nab • dar P..t&C....ood ;.....,.J t.m.loah 0... ieo-Bioh~-.-u.co~tn ....... dl.w-1-...,. •• T-,.-...,. (-....... dlotrihaiOd l oo•uy 30, 19.37) 10eallod 206,062 "'""'A> llo oorpo..-M101 ..,.the ,.atbc.able pGrtfolio Ill tcqul.rlnc Hdllioaal lnterctU In baJ~kio& ud d6Uated GOmputiet rte.btt &1.111 .. u OfiUililtc •1.1rky u.4tnc aocouat.lbcrc ~ U.a be. ca..,... aiDol cllc 6nl ef the year . .. il awirte4 ._. • .. .,._ noct.c.dM. il • r. a. tbe .u\cc ..a..., ....-CU1'ird. 
PAanc l'fA110NAL TraaMllrdu Corpon diMI OWM the retire Mock of thit compuy. (ndlelth·e of 1M m.E INSUaANCI CO. t '**""ati¥t "ht.tti011 pltccd. 011 lh&. h ldi.a. wiUda ._ beta cartW oe dw ... ., .. ...,. ..... Dec. Jl. 19Sl. • ~799 ... Uqw' lrl ' ..... -&.e.lJ, Jf,N.- •• t ...... 111.M1• ........... .....,........, .. i.J 910pt}() ... ,.. SIJJKIIJ 
.......... F f r ,, ...... •/ ... ,,..,.,.,_ ............ n• Uqu:W.tilla 'l'&h••'tueede t.lw can')'iltl••,.. by t i,741JQI, 

OOCIDIIIIT.u. un o..w...t •~~oo.....,.. .... ..,. "'c:.m ..... u~o .....__~"";,. ~o ,. ... .. _. liNSlJaANCI£ CO.t aooa la fortJt.. Si1101 Dec:- 311 1931, it bat be. eanW 00 ill. boGb Clltht corpor•ll• • tl,I27~Aoapprllo.l._. .. es,..-.,.,..,...._.,!or<oudiiiJO ,.. -....,.._,life--.. - .. Doc. II. lll36, .... ..,bl....,..... I ) --w.., N,922,0l&, • es.~•tt-. .._ ilt""""' . .-. a WMM.&C.uta~ .. L~ ...... -·--J" ""·~,....... ..,,..,_~.,.,.. ............ _ca.~ .............. ,."""---...... ..,..,................... """ 
Ill 
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!!1'CI! PACIFIC COAST UVlEY Jolt 21, 1937 

n.91.991' .__.._,.._._... ... lWI'W•Tl......W.'• Mob• O...SI 
aAoU ~~ 1936. • tJ.I'1I.696. Ears ... ia U06 wtn .-nJ11 . ..... • a..,._. .. ti 
((.Allf'O ' ... 19.16 tW'IIilp. a.hcr ~ ~ ......................... -- (dw: 
,.,. a .wdla.l e1 ~ N. T. a S.. A.........._ an nlf'R'IIt)7 lltltUtc (• J.)), .W. ... .._. wwW k.,........ 
.. su,JOO.OOO. 

-- NA'110NAL 11olob&nl<.41-S3!f,......a.ad-oi4Ul"'lod411r..wliorioo---.l~ 
1'8£ na.:J. .. ... ca.rried • 12.(19S.88S.. Svpl.... lalldi'l'ldoed prolu - ~ Wrt..d 
SA<"i.IC OF P()Rn.Al'COt t i.S78.000 durinc 1936. ioclica&iel ~ ,_ .. ,..., of IPJI'Od ... d,. tkat 
..w;nt. A reuonabk •ppr11N1 of Tr~k~~Mmaiu'• iatt:rt~~t. but<~ 01t lbe prke.Hrala.p nll<o .. .,ec~ aho•e woul4 be 
17,400.000. 

GENERAL ME'TAI..S nit •• - 50.101' ccmrollcd. .,.. ca.rrW • *'- '*',....._ .• t.ob • Dec. 31, 
COR.POilA n O. 'If • t936. u 1960.214 CODII;r-ml .,... .. ~ ...tft ..... ., .,..-.,. t t.•to.ooo. 

lt _, bt ... -. .... odM:r ......... dec:ailcd ..a.o.e. .. c.nW .. ~-""' .......... 
SUJIUtA.RJZ.D) ct.. C!Oitl*.U..'• boob. The ia~ ill S... 4"~ • 4'1t.alil (lca.ly), for uu.,.,._ ... 
APPRAISAL• ClllrriM .. O.C..ll, 1936.. S8.982,l8Q, while ib book •t1MWit .. ~.ttiO.OOO.OCG. ... the 
....-.rUtd IJIINI'-1 beJCN, ito~. all lUlled Uldl • wUca. pr-1 n tue it llloOl r.Malf CIMI,...WI art ••111111 
., the Dec. 31' 1.9$6. (...,.,.., .-aloe. 

SUMMAIUZ£0 APPRAISAL OF TRANSAJIIEJUCA CORPORATION 

INVES'IMENT!IIN CAPITAL STOCK OFo 

ACC'Wt~lt P•yM'· t.l50.7S6 
O..iac -. S.Wcll&r'le. .. eouoiWatM U62.01S 
R.,.... fer U.Wik* Uld POMibk to. Uadu ~I 

'--..:;"~ c-- 9.30U(i2 a-.. '" o.,... ol A-. ol SooWolladoo ... c-.- lu;I.Q6 R.n-e ,_Taut_. · 1.823.110 

NET T(lr AL APnUISAL V AU! , ....... .......... _ ............... 
~0..-- llD-.11.""-_,... ...... 
-~ .. 4UI-W."r .......... __ _ 

.,,.,.., ..... 
..... 98.766.000 ... 11,!00,000 

8.982.180 ... :1,.000,000 .. ··-- 1,101.000 
1.411.67• 

610.112 
17-S37,9<12 
1s,131,101S 
1.-.. -S.9111,AIOO .. 0.9Z2.011 ... 1,410.000 .,.,..,, 

, .. ,,.t..~ 
r.r ... lfr-
T. A. Mu 

I 8.5ol 
0.99 
0.78 
o.29 
o.bl 
IllS 
0.12 
OJll5 .... 
1.19 .... 
OJll5 
034 
0.59 
0.12 
O.ot 

115.48 

• 4.$1 

119.99 

1 3.19 

116.80 

............ ~ .... --~--.-...- ,.,. .......... ,... .,,... f'MI'NM. .. u ... ___ _...._ ....... ..,..~-- .................. Mio.~ ·---INUT" 
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f1TOJ PACIJ1C COAST IUMEW 

DMDENDS PAID .... -111.$'16,106 

Jotrtl, l!l) -
'"" -IU.lU.Io! 

lo•kw of d!• Mltemeot by Prt:aldml Jobo M. Cunt on JWK 17, 1937, W..c "tho auuPLe of 1M cll,-icltndt­
wUI bt rtotfnd by Tr~~.oM~aaeric• Corpoudoe .-ockhohlcr .. U thi&f ret.~ lA t.Mir Bank or Amotlct .bar.._ will 1101 .. 
I• .. u d111 reoelved durln& tbt 7"-' l9J6oa their TruMlllf:fb boldi"f'" It may ~-..oaahly bt Uolllmedda. 1 
Hbtnl dkWtncl polley wlll be ma:U:!Woed. 

• Ia cldu•laUialb. wortb of aa ftll:&blilhiHI c:orpor• t. ...-npriM. dM ...c icporwst b.1dd,. -
tNTANClBU: Jlldl u catupriM e111 ha•e • dial of OOII&iltU.,.far~ ucl aqn.l.e ~ 
ASSETS• ,.,_.,.,..,ne. c:-ria 1ooJ.nu, tflllll toflleff• W ~,.,., ..,.. • 11.00.11 ..... 
.. tl.l~ .. u~w.. _, •.•• , .• Me\ .. r,...,..,."*- c-,_.,~ .M.&t:•,... ..... "-di1t 
,..,, •I ~,..._,., "'-"~ "~"'" •I ~.,_ ,......,., ,. .._...,.,. ,.._ ,._ el 
--"'-'711C....,_. TMHd,..._.•lu~...l4rwt.,_..,,_,_,_Tr=·•ff'fc.•, "-el 
~.,.., ,..,.,...,, .... wo.U ~ ,..,. , .......... ......w., ,_,, ,_ -~ ..... " * ntr ' ' 'Iff\ Tten ....- ...U ....... .,..tt' nc:•• ~ ... ,..,.,. 

T._ ......... ,_,., •fdoo_,..,.,_ __ _...,....,_,......,,._, ... --.;,T..,-. .... 
fWJr et-'1,.4 -.tl ......_ ,,._ ...r:.....,-e •I• .._, .. ~. AppHM,.,..,y 10,000 ,.,_,-. • 
.. ..w:.- fro• t:.I.IJtw'"'- M4 .. ~wr Ml:do.u o/ ..,... re~ Co.l ~ ..... ,..,.,_, if~ tlwir ..._. 
.._~........,,. No .,-,,._.uo,. of.,.,.,....,.._,,_,. • ,_,MMl, ....UN fll • ~a. •1-
..,.&o., Hm,..ulo ... 

CtANMNI A bul.rl TraiM&IDCfic:a b~ IUI..il prWdple h., beeG lo ~r• for aU da-.. of borrowen. !. Ail 
BANJUNC r•ptet, it 1- wonbwhile eoclna that thirty ""'e. porllllt M&OOI oompaek!t to ..... !% per SOfi6Uil 
SERVICE moriiiiiKrYi:lt& tbe •mall bonower. 11lc CIUAinJ m•o•&tmcn.t h11 contended tb11, to alarp a~ae, 1 

It M the •mdl dep01itor'• mooer whkb i. Mina loan.ed, dMO til• ban.~ In uam, lou thetedt~tt 
fin•oe. compa.n.IH to bo rciQifted by ~hem at hisb ntet of lottr..c. Trltltunoetlca Corpof•tloe kftb ncopiud dDr 
•itu•doa r••n 110 ud, UIOOII. u it wu prac~iubl~ att1U11ed to 111ttt tlla ... u borrower'• n.eed.. 
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COPY 

Jan. Jl, 19.38 

Secrotary llorgeotbau 

Jll' , Opper 

Chester Lane of the Securitl .. &Del lb:cbrulge Collllllisslon just 
csllecl """ · He said they bee! a 1111et.lng this afternoon with refer­
ence to the Mtter that waa cllscwoaecl with rou lest Satllr<lq, The 
cliacusslon tcok place wi th Messrs. BebU tt, his partner Warner • 
Balcer am Sc•"P' nl . lo conclusions were reacbecl ancl they are to 
""et $Cain toiiOl't'OI', &lt!lough the Co..S.eslon ' s repreaentatiTee took 
t be poeltlon on tha facta as thef knew tbea, tbat tbe7 felt they 
could not authorize the a&le without registration. 

(Inltl&lecl) c. V. 0 

cc to 11r. Ollpbant 
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l{etw·n to 1' r,\ !!.:>5 

February 1, 19~8 

llr. Boclea, llr. Rana<llll, llr. Taylor and llr . Upham had 

lunch with the Secretal"f• 

There waa acme diacuaaion or the dit'fering treatment 

ot securities a ppreciation and deprec i ation in banka b7 

t he Comptroller or tha Currenc:r, the Federal Reserve Board 

and tha FDIC . llr. Ecole a remarked that it waa not alone 

in that field, that there were dit'tere.ncea, and llr. Ransom 

added that 'it was illlpoaaible to get them to agree on a 

uniform call report form. 

11r. Ransom stated that a part or the dit't1cult;r arose 

from tha suspicion with which the Comptroller's Office and 
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the FDIC regarded each other and he related incident. begin­

ning with hie arrival in W..ehington aa a member or the Federal 

Reserve Board to indicate the difficulties of securing common 

action or an:r great measure of cooperation. Be expreaeed with 

cona1derable vigor the view that the S ecretary or the Treasury 

baa an unusual and unique opportunit7 to do something effective 

to bring about a better ooordination or banking agencies and 

a strengthened banking a:ratem. Be feels that that 1a of .t'unda­

mental ialportanoe and should be done at once. 

• 
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llr. llorgentbau told them that whereas he bad been 

informed by llr. 0 1Connor that llr. Giannini bad reported 

that Obairman Crowle1 bad agreed to grant Giannini's 

application tor branches o! state banks aa requested, 

Mr . Crowley bad told llr. Upham that be bad definitely 

retuaed t o grant Kr . Giannini's requaat. 

Thera was aoma d1ecuae1on ot the meeting o! the 

Ope.n llarket co-1ttee on next Thureday and Jlr , llorgenthau 

indicated that it wee merely to diacuae the situation with 

respect to the llarch 15th financing, and that the last tima 

he looked at it it had appeared ae it all that would be 

neceeaarr would be $200,000, 000 ot billa into June and 

a rolling over ot maturing notes. 

Up a 
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Pebrua1'7 ~. 19~8 

For the Secretary: 

Randolph Burgess stopped in and we got on the subject 

or bank holding company legislati on tor a few momenta . 

Ur. Burgess ia very hopeful that restrictive regulatory 

legislation can be enacted rather tha.n "death sentence• 

l eglslat ion. 

Be makes the point that bank capital 1a very d11't1cult 

to secure. The ratio or banking capital to banking aaaeta 

has been steadily declining' and ia now at a low point. By 

virtue or reduced eapitallzation, the volume or loans and 

the volume or investments available to banks ia limited. 

~a business increases, it will be necessary tor banks to 

secure more capital it the ratio of capital to assets ia 

bettered or even maintained. He 1a reluctant to see any­

thing done -.hieh will divert any flow ot capital into banks. 

He t h inks it would be difficult tor the l!arine llidland to 

sell many or ita ballks . 1hey have put some $20 or ~ adllion 

or capital into the banks 1n their group, dinrting thia 

amount from the investment markets. Small, independent banka 

cannot tap the investment market tor capital funds . An 
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organization lil<e the Marine llidhnd Corporation can and 

does do ao and has improved the poaition ot banla in the 

State of New York. 

Mr. Burgess makes the f urther point that a a a matter 

ot tact the Marine Midland gr oup, t he Northwest B&ncorpora­

tion and the Pirst Stock Bank Corporati on ot 111nneapolia 

build up local banking units independent of Wall Street . 

wr. Burgess 1.n1'orma me t hat wheo Giannini attempted 

to enter New Yor k (as ia indicated in the SEC report), the 

Federal Reserve Bank would not let the Giannini interests 

retain their a took in Bank of America, N. a . They refused 

to give the bank trust powers unlaaa t.he Giannini interests 

diapoaed of all their shares. Later, when Giannini waa 

reacquiring shares of Bank of America, N.a ., the Pederal 

Reserve Bank protested thia action as a violation or the 

agreement previ ously entered into, and the New York repre­

sentative ot Giannini resigned from Tranaamari ca. 
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llr . Burgaaa said he would like to aee ao1118 kind or 

aotl on which would get at the Pacific Ooaat situation with­

out penalizing groupe which aa a matter or tact have improved 

the banking eituation. 
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Jlr, Burgeaa , said that on the race ot things he wae 

impressed with the plausi bi l ity ot mJ the orr-aince Trans­

america owns more than 50 per oe nt ot the stock ot the 
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First Nat 1onal Bank or Portland and banlca in Waeh1ngton, 

Nevada and Arizona that they come rlth1n the Federal Reserve 

det1n1tion ot "holding company att1liate• (regardlese ot 

their distribution ot the stock ot Bank ot America, !I.T. & s . .t. . 
down below the 50 per cent mark) , and accordingly could be 

supervised and regulated and examined and ins pected by 

courageous and vigorous action on the part ot the Federal 

Reserve Board. I shall try to t1nd out trom tho Federal 

Reserve people why thia theory dooa not hold water, i t it 

does not . 

tlpm 

• 
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11 'W"" r 
TREASURY DEPARTMENT 

INTUI OI'Pic:a COMMUNteAT10H 

...... 1TB 7 1!ll8 

TO SecretarT llorgenthau 

, • .., H~ Oliptlant 
• z_ 

I have .,...<ned the ..-icatioD ot JII.DU&l'7 28, somt 7ou 1>7 

the c .. ptroller ot the Currec;y, llD4 reterri.Da to the de-..lopMDta 

at the aeeti:Dg held 011 that clq. I obMl"ft what the C~er 

aqs about Viner' a acee.a to •terlal wbich we Dot IIObmtted to the 

Board or D1.rectore or rmc, but it llhoald be pointed out that Viner 

1o a replar and 11'1101'11 .-pl..,... or the 'I'N&W1'7 Dep.rtoo•t llD4 1e 

wo:rkina with 7ou on, uona other thin&•, -..rioue aspects ot the bulk-

ing problc. 1'be peper to wbich the c .. ptroller refers cue to the 

trea111U'7 in cOODection with 7t10r duties ao Seoretuy ot the free11U1'7 

aDd as Cbairu.n or the Interdep.rtoo•tal O...U ttee an Llllding Agencies, 

aloa& with other •terial n-... the Federal Reserve Boerd, the Recoa­

atn>etioa rin&Dce Corporatioa , aDd the C.-ptroller's ottice, 1D prep­

eratian tor the aeeti:Dg of J~ 28, llD4 epec1.t1ool.l7 tiJrooucll the 

aediua of upbaa, aDOtber .-pl..,. .. ot the 'I'Na81D7 llD4 Secretuy of 

that C.-itt... It goes without 111riJ11 that the SecretlrT or the 

Tr•SUI7' ... et, at all tiaee, haft acoesa to •tarial l.8pl.lr a....U­

able to the Office or the o..ptroll.,. ot the c..rrcc;y or to uq otber 

part of the TrMIIU1'7· 
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fEDERAL DEPOSIT INSURAHCt Coi!Po!IAT10N 

WAS HI NGTON 

February 16, 1938 

117 dear llr . Secretary: 

There is tranellll. ttecl heron t h a copy 
of letter addressed to the Central Bank, Oakland, 
California, having r eference to its application 
for the establishment or three branches. 

The Central Bank ia a part of the 
Transamer iea Corporation. 

Sincerely yours , 

The Honorable 
The Secr etary of the Treasury 
llaahington , D. C. 

i! 
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C.\ral lui<, 
()ekl e ed 1 CaJ.1ton.S.a • 

A,,...,.,., Mr. D. r. lle•hreoe, 
Y1oe ?r .. 14oe\ aDd CuiUw 

Jet .... .,. b Mile \o JCIW' appUoat.lGD \o erte)ou• 
a.nae~oae a u~. J.U•, .....s ~. callloraJ.a, to -
o_. !be But of Al ••ed• Coo.Jd.71 llYU"edo, Caliton.la, a ...­
--"r l..ll.8land lluk, .....s 1u llftacll• ., au .. .....s 1n1~. 

le .,.. lator..cl Ula\, 1D addi\1.., to u. ... \III'M 
propoMCI ... b~, 70IU bUlk ooat.-pla\• tlar\llar appU_. 
\1CIIl for peraiu1aD to aftablbb. approxaa\~ toe add1\10DIIl 
bl'&lleb... S1Aoe \111 Olli'HII\ appUoaUoo 1o appa....,t.q boa\ a 
plft ot a 1oeeral •pue1011 pracru, \Ilia ,..,.ral procraa, u.­
Mlt, ia .. .lolpon&D\ ooaeld .... u-. 

,..,. ~, .... , 
(A1INCI) Leo :r. Crowley 

'- T. ero.u.. 
Cb&1.rwa ~ 

~ 

0> ,... 
<1) 

:» 

"' 
co .... 
-"' 

~ 

., .,.., 
c: 
"' .... ... 

. 
" ... 

u .. . 
v 
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*t.ll e, 1eae 

., !lear Jtr. Cbal-..nt 

I han before • 7our :t.Uor or h'bna17 leth -loa111a • 00117 ot 7GU' lottor or tbo ··- 4eto to tho OODtftl Balik, O&lrloDd, OalUol'llia, whloh 7011 woN 11:1114 eau- to ••4 • YOl11Dtarll7 tor 'l6f 1a­ro-t1oe. 

Ill tho loUor t o tho OakleaA -.,.~r;, 7011 •toto with n•poot to tho MD.k'a -..,ll•t"- tor appi'Oftl or the .. ta'bUab•at ot Waaoho• 111 Alnra4o, BU .. , and InlDctoa, OalUolllia, •wo tool, tboretoro, that aotloa 'b7 u 1IJIOil 7011.1' OUI'1'0Jlt oppUoa tloe aboul4 'bo po•tpoao4 111lt U Pllbllo pollq oa tb18 pof.nt ba• boon OlarUbcl. WboD tho nnooDt 11DOOI'ta1Dty OODOOnlDa pu'bllo polioy oe th1a -nor b&o 'boOD .. ttlo4, w aball ai•• oou1doftt1oD to 70111' appl1oatlou .• 
I .. •rUlJI& to S...11J.ro wbothor tboN bo• 'boOD aD7 obaoao 111 tho pol1oy or tho Oo:rporat10D OD tbb .. ttor •1noo '-'bi'U&J'7 letb. 

Boa. X.. Y. ~~ 
Obet-, hdonl Dopoolt wm••• eo.,. ... uoa, 
.. oblD&too, 11. c. 
CBUtJa 
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fEDERAl. DEPOSIT INSURANCE CoAPoi!AnOH 

WASHINGTON 

!Ierch 9, 1938. 

M7 dear llr. Secretarr: 

Your letter or Karch 8 inqUiring whether there bee 
been 8111 change ill the policy ot the COrporation regarding the 
opproY&l ot tho eot•bl1olment ot bro.ncbea by the Central Bank, 
Oakland, California, a 8\lbaidiarr ot the 'l'l"&na01l8rica Corpora­
tion in .Unrado, Niles and Inington, California, wu promptly 
recehad. 

Let ... state to you that t11ara baa been no change 1n 
tho polioy ot this COrporation u oet out 1n 111 letter to the 
Central Bank, Oakland, Clllitomia, a copy of Cich I sent to you 
Wider date of l'ebruarr 16, which polloy you quota 1n your letter 
or llerch 8. I lllll !11'!11 1n 11111 taalin& that 11.o1thor tba Central 
Bonk ot Oakland, a non-]!leoabar St ate bank, nor the B8Dk of America, 
Notional 'l'ru.at and Sartngs Association, a national bank, both sub­
aidiarias ot the Trane81lorice Corporation, abould be perm tted to 
catabliab and operate any tllrther branches. Tbio conviction boa 
been made known to the otticiala and parties at interest of tho 
Tranoamarica Corporation. 

With reapact· to the application or the Central Bank or 
Oakland to connrt the Bank ot .U81leda COUnty in Al nrado, Cali­
fornia, operat ing branches at Nilaa and Irrtngton, into brancheo 
at the Min office at Oakland, we fOWld ouroahea 1n this poei tion. 
Til are 1a no bank auperrtaory aceno:r that haa autbori ty to probibi t 
the ~rica COrporation troa purcheaing the control, or all of 
the atoolt ot &117 b8Dking institution. In tho present 1natance ouch 
• purehaaa bad baen attectad prior to tha &t>pl1eat1on of the Cen­
tral Bank to thia Corporation t or ite oonaellt to the eatabliolmant 
or b..-nchoa. fta Sllparintandent ot Banko tor the State ot Cali­
fornia approTad tho eatabllolmant ot the propoaod branches at the 
tiaa of purobaoo of the Bank of AlUlada County by the 'l'riUla..,..rica 
Col'1XJI"'t10n. Und.r thaee eiMU~L~tanooo it woo dosed of llinor 
1apertanco whether tbeao inetitntiona oontinuod to operate as indo­
pendant un1 to or aa branchea ot the Oal<land Bank. Accordingly, 
upon apaoitio Hpreaetation b:r the bank that no further eJ:pelloion 
will be -de by tile eatablla-t ot addi tlonal bro.ncbea, and upon 
oonditlon that ito capital will be i .o.oHeaod to proTide not lees 
than a 1~ raUo ot nat capital to «**>iliad 4epoo1 ta, na.oly, a 
oaah a.....,tatioa ot capital 1n the ain.taa ..,1111.t ot tl,roo, ooo, 
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conaont bu beaD gina to tbe .. t&bl1au.at ot tbeeo brecbas, 
atter obt&iDiac te?Orable r .. otioaa troa tbo ottioo ot tbe Coa~ 
troller or tba Curreaey end tbo Board ot Gonraors, Federal Re­
aarn S7atea. 

!bare are trenaaitted barewitb tor ;rour aore complete 
Wono&tioa copies ot the letters troa tbe Ceatral Banlc, tbe ottiee 
ot tbe CoiQ)t.rollar ot the Curreno,-, aDd the Board ot Conrnora, 
Federal Rea ern Systea, and ot tbe Corporatioa 1 a letter to tbe 
Cctral Benlt. 

Tbo Hoaorabla 
Tbo Socretarr ot tba fr8Uur7 
lluhinctoa, D. c. 
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Collptroller of Currency 

Weeblngton 

February 9 , 1938. 

Hon. Leo T. Crowley, Che h .. an, 
federal Deposit Insurance Corporetloo, 
Weehlngton, D. c. 

Dear Sir: 

Receipt la ackDowledged of your let~er dated 
Jftnuary :n, a t ating that :your CorporeUon was in recelpt of 
sn appllcotioa troD the Central Benk, Oakland , Cal i fornia , 
to eatabliah branches 1n Alvarado , Niles and I rvington , Celifor­
nla, to eucceed tbe Benk of Alameda County, Alvarado, a Non­
Moabsr Insured Bank, and 1te branobas at Ni les and Irvington. 

In reply 1t will be stated that a l t hough an 
applloatlon mede by the Bank or AmeTica National Trust and 
Savlnss Aaeoclatlon to eetsbllab e brsnoh in Alnrado recently 
bad the conditional approvel or the Ca.ptroller , ouch approvel 
h•s lapacd and no reason is known why the application. bator• 
you should not be approved . 

Very t ruly youre, 

(Signed) 

IIARSIIALL R. moos, 
Act1ne C001ptroUer. 

1.03 
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IIDAIID or out...., 
or tbe 

lllmP.:.L RZS.'li!VB BY8TD 
Waahiacton. 

llr. Leo T. Crowley, Cbal,...o, 
Federe.l Depoe! t Inourance Corportltlon, 
Waohlngtoo, D. C. 

rebruary 23, 1938 

Thlo refers t o your letter or l......,ry 31 a4t1a1DC that the 
Federe.l Depoalt IIUIUftJlce Corporation lute ao appllCIItloo tNa the Cen­
nal Baalt, Oakland, Calltorala, tor tho eotobllabaent or branches at 
Ahsre4o, 1111 .. , aDd Inington, Celltorala , tor the purpose ot aucceed­
lna to tho buo!neaa or tho .Bauk or Al.-. County, Aharedo, Calltornla, 
oDd I ta branchoa et lillea and Inioatoo. You otate that batore paaa­
lna Upon the appllcetion you Would appreciate raoel•ID& aGf !Dto.-ation 
ln t bo Board ' o pooaaoslon which might ha•• a bearing on the matter, 
together with any ouggaetiono the Board might ha•e on tho subject, 

The two belike !nTOl•ed are non11ambor baalto &nd we do not ban 
any current intoi'II8Uon regarding th011, The giot ot 1our letter, how­
.. er , wa o tren8101 tted to tho J'ederal Reaern Bonk ot Sen lrenclaco, 
• I tb tho roquoat tor adrtce a a to wbathor the propoaad eatabl!obaent or 
brenabea WO\lld ha•e aD e.dTerae effect upon &llJ' ••ber banka , and tor 
any other par\lnant lotonoatlon regordlne t he 1111ttor. lo repl1 t he 
Fedore.l Ro .. no baalt edrtaecl t hat t he propooed coonralon or the ottlceo 
ot the Baalt or Alaaed.a County Into branchaa or t !la Central BaDk of Oak­
land would not ban &n andeairablo arract upon axlatina -r -· 
oen lna that aact lon and that Ita only auggoetlon tor conalderetlon or 
the J'ederol Depoalt Inaurance CorporaUon 11 that tho abeorptlon be pre­
dicated upon t ho prortaion aDd •lnteuanca or capital atruotlll'O appro­
pria te to tba benk 'e Uabilltlaa. 

hoa tba lotonoatlon in your Corporation' a t1les, wbioh were 
made anUable to tbe Board' a Dl•!aioo or llOialneUona, 1 t appaara that 
the Central Bank, Oekland, and tba controlling iotereab oont•plate a 
turtber prograa ot axpanalon end in a telegraM detad rebruAr"f 8 the 
Federal Raaene bank adrtaad that the pepera or that data oerrlad the 
rapor\ the\ \be CeD\ral BaDJc intenda to taka our •• a branch tba Nor­
then Celitornia Baalt or Se•loga at llarynllle, which 11 Ollllad by 
~r1oe CoM>OI'BUon, 
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Accor41Qi t o tho recent report or ezamiruotion made by your 
aX&Qinere, the Central Bank ia somewhat undercapitalized, wttb an 
1nvestment in banking house. turnlture and tlxturee. other real eata te , 
and real esta t e sold under contract to tbe bllllk' a artUiatoe aggregatlne 
apprort&toly one and ono-baU tlaee t he ba.n.lc'o capital after allowance 
tor oatlaa ted louee and aaeete cleulrled aa doubtfUl. Alao, accord­
Ing to your !Uee, in October 1937 the Bank of Aaeri ca (State) which 
bad changed ita """'e to Control Bank, eeew:od tho l1ab111tloe or the 
Central Bank of Oak lend ( doposi te 11m0unted to approxillllltoly t37 ,100,000) 
under o purchase and eala traneaotion whereby t ho liab111tioe eeeumed 
wore offset by aeeets acquired. No provision was mode tor strengthening 
the capital position or the absorbing blink , but epproxlmBtoly t &,300,ooo or tbe most liquid aeeete wore left In the Central Bank or Oakland for 
the retir~ant Of preferred stock and distribution among tba C~n 
atockbo1dsrs. Tba proposed acquialt l on or tho buainoeo of tbe Bank of 
Alacede County would result in tbe fUrther dilution of tho copitlll 
etrength or the bonk. 

Both tho Centro.l Bank and t ho Bank of Ala~~toda County oro owned 
ond controlled by tho same intereeto, and t ho only augeoetlon which tho 
Board hoe to otter in response to your request for euggee tiono r egarding 
t h1 ~~tat ter Is thet tho ebao~tion of tho Bank of Alameda Count y by tho 
Central Bank ODd tho conTeraion or tho offices or tho for.~or bank Into 
branches or t bo latter be predicated upon tho proTielon ot edoqueto 
capital . 

• 

Vary truly yours, 

(Signod) 

L. P. BETiillA, 
Aeelatant SecretAry • 
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YEDI!IW. D£1'0SIT IIISUIWICE COIIPOIUTIOII 

WASHIIIGTOI 

Central BIUll<, 
Oaltland, Calltorllia. 

OenUeaen: 

llarch 5, 1958. 

Jour proposal to establish branches at llYarado, 
Niles, IniDgton and llal')'s'filla, Calltorllia , baa 
been gi•en cererul consideration. 

With the dbtinct UDderstandilll that it is not your 
i .ntention to eateblisb &D)' additional branches, the 
Federal Deposit Insurance Corporation, by action or 
its Board of Dirac tors, consents to tba utebliab­
ment and operation by your institution of the 
branches presently proposed in the towns indicated 
above conditioned, however, upon a prior cash in­
crease of the capital or your 1nst1tution in an 
uount not less than $1 , 500,000. · 

Upon receipt at this office o! a certi.ficate indi­
ca tilll eollj)lience with the condi t1on stated, you 
will be proliJ>tl)' ad'fised ot the atteetin date ot 
the Corporation's consent and JOU will then be at 
liberty, so tar as our requ.ireaeot.s are concerued, 
to proceed w1 tb the establlshaeot ot the branches. 

Vel')' trul1 yours, 

(Signed) 

A. C. llurpb)' , 
Actin& Secreta~')' . 
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Oal<l &nd, Calltornla. 

Honorable Leo T. Crowley, Chairman, 
Foderel Deposit Insurance Corporotlon, 
~eoblngton, D. c. 
Dou llr . Crowley:-

Pobru•ry 26 , 1938 

Tble Ia In reply to your lettera ot February sixteenth 
!lnd February eighteenth ree:ardlog our appllcotlona tor branches at 
AlTar6dO, Niles, Irvington and KaryaYille, California. 

You be•• been informed tha t we cont~plata further appll­
c" tlon tor pe~lsslon to estobllsh approximately ton branches end 
cocment that tho general ezpsnslon propran or tho bank is an impor­
tant conoldorntlon. 

f.'e bt;sv e no set plan or dof1n1 t.a ideo a 1o regard· to a tuture 
01puns1on program, nor any oommltmonts boyond those presentl y under 
dlacuasion with you. These commitments were made utter we bad the 
• erbel approval of the Superintendent or Bonks and on tbe assumption 
that tho Federal Deposit InsurAnce Corporation would grant permission 
to convert the banks Into brnnchea In • ccordanco wi t~ the present 
provloiona or t he law. 

We do not understand why the question or policy Ia raised at 
thl& time aioee 1re are not advised ot ~ny c!wn.ge ln the 1&1."8 relating 
to bank hold ing COI!lpanles, or to branch bonking. However, If the 
pending appllcotlona ere granted and we ora adYl aad t hot there Ia 
a nogathe policy In your office with reopoct to further oxponalon 
oendlng tho oatebllahlng or an a<!J:d:Ua~retlon policy 'lfltb regard 
to bank holdlng cOMpan:es. we •111 not UDd ftrtake nny further co~lt­
monte I n the way or erpanslon without flret adYiaing the Carporation 
or our plans. 
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We hope . tberefore 1 that you ~y see your way clear to grant 
tho applicntlono now pending so that our commitments moy be tultllled. 

Yours very truly. 

(Slgnad) 

D. '1. Bendoraon, 
Vice President ~ Caahlar • 
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R£ B;. N:< HOLDI!IG COIIPAiiY LEGISLATION March 10, 19)8. 
11:00 a . m. 

?resent: 

u . ..: . Jr: 

Jones : 

a.:A. Jr: 

J ,mcs: 

rl . 'A. Jr: 

Jones : 

11.!4 . Jr: 

llr. Taylor · 
llr. OphBlD 
Jlr. Gast on 
Ur . 0 ' Connor 
lolr . Diggs 
JAr . Oliphant 
Mr . Jones 
Mr . Eccles " 
Mr . Ransom .-­
llr. Cro11ley 
llr. Foley 

I 
\ 

Well , gentlemen, the reason I esked you to meet With 
me - there are a number of things here, and the most 
pressing thing is this. The President ~sked us to 
have r et.dy for - all of us to have ready for hiJII 
before the 20th & message on banK nolding companies 
wnich would be part of his message on monopol ies, 
end t ake up one thing at ~ time; the Glass bill -
don 't h&v.o to necessarilY decide on that today, but 
unless we decide that in connection with the Presi­
dent ' s message there should be a policy as to legis­
l ation, you see •••• 

On this particular thing. 

Yes . Because I asked him particularly when Mr . Glass 
announced that he wouldn't do any thing on this thing 
until April - I saio , •Well, ooes that mean, Ur. 
President, that we can wai t until April?" Be s&id, 
•No . • He said, "I want the message before Igo away" -
befor e ne goes away on the 20th. nnd I suppose then 
tnat the natural thing he'll say to us as a group •.• 

0 \Yhbt do you suggest on that?• 

Yes, because he can't s end a message on bank holding 
unless he has a •••• 

A basis ... 

• • • a basis of where we want to go. 

I•ll Just read this; it is very short. ~. Gaston took 
everything 119 had and wrote this and we sent this over 
to the Presi dent, and this is what we have. This is 
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what we had before the Glass bill - t his was written 
before the Glass bil l was introduced in Congr ess: 

"A development has occurred in our banking system 
within the last few years tha t seems to me t o hol d 
elements of ver y serious danger to our economic 
life . This development 1s the e xtension of bank 
holding companies across state lines . 

"It is hardly necessary , I think, t o point out to 
you the great economic power that might be wielded 
by a group which may succeed in acquiring domination 
over banking resources in any considerable ares of the 
country. That power becomes particularly dangerous 
when it is exercised from a distance, and notably so 
when effective control i s maintained without the 
r esponsibilities of complete ownership. 

"We have seen the multi plied evils which have arisen 
from the holding company system in the case of public 
utilities, wnere a small minority ownership has been 
able to dominate a far-flung system. 

"'lie don• t want those evils repeated in the banking 
field , and we should t ake steps now to s ee that they 
a r e not . I am not thinking so much of the present 
situation as what may result if we permit the trend 
to continue . It is not o sufficient assurance against 
the future to say that no g r es t evil has yet resulted 
from the control of banks by i nterstate holding com­
~anies . The possibiliti es and even the probabiliti es 
of g res t harm are inberent in the situation. 

"Both the Congress and the legislotures of a number 
of the states have deemed it wise to place limits on 
branch banking, but no limits have been placed on the 
holding company system, which accomplishes a similar 
result w1 thout 1r similar measure of responsibility, 
and permits, with e~uivalent capital investment, 
domination of a auch broader field . 

"l theref ore recommend t hat t he Congress enact a t this 
session legislation which will eff ectively regulate 
the control of banks by hol di ng companies . " 

l ow, t hat was tbe work of this shop. But we wor k as a 
comatttee. I t old that t o the President; also told hia 
tha t , due to pressure ot work her e , I hadn't been able 
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~o g~t =Y teeth into t hi s bbnk holding situation, 
~nd r1e understooa it . Sut 1101: h., sBid he definitely 
~&nts so~ethlng befor e the :oth . 

"I ther efore r ecoromend th~• t tne Congr ess enac t a t 
till s session l eg isle tlon which will effectively 
r egul~ote tbe cont rol of bunks by holding comp1> nles · " 

"llrmed by holal ng compt.nies , 11 the t shoul d be . 

I think you probnbly ~ould need to interpret th~t a 
little bit . 

.. ell, in view of wtu.t bus hllppened - th is w<.s •ritten, 
oh, L ••eek o r ten d.-ys befor e SEnE tor Gh ss introuuced 
uis bill, but I t hink thtt the ~uestion then will bb ­
~"" ? resiaent will i=eolt. tely sry, r;o;ell , ns ve .e got 
Lny legi slation to go with this?" becbuse ~E naven ' t -
bec~ouse l waited, a nd then sooe of you gentlemen went 
out of town , 11blcn sui t ed a l l r ight ay pl s ns , bec:..use 
I JUSt ""sn• t tblc t o di G into this thing . 

I •IO!laer , :.!r . Secretory , if I might explt i n my ,>osition 
on this Gltss bill o li t tle bit . Senator Gl:..ss tvl.<ed 
11lth me sever &l times , vnd oS you ~o ll knov:, ne publicly , 
befor e I ever had uny conve1·s& tion with him e t dl, lu.d 
stL t eu tha t he wus going t o introduce a bill on b~nk 
holding co:npe nles, Nilich I t hin.< he d i d without con­
Hrri ng •ith any of t his group . Ue lives a t t he ilotel 
MlLl he tnci I spent sev~ra l e venings and sever~;l a fter­
noons discussing t ne bank hol~ing co~~any sitUEtion. 

I pres~e, in a sense , 1~ r.ns unethic~l ~or o~ to work 
Kitn Senetor Ghss 1.ltitou t t he cons~nt o!" this coo::>ittec. 
Ho.~ver, Se n&tor Glt.ss hus b~~n a gooo frieno of minE, 
ne t.so<ea !It f or c.y i a .,.,s , Lnu til~y wer e purel y pcr som 1 
1 r.d I felt it NBS t o the auvt.rrt~ge of ~;veryone t hbt I 
g ive Sena tor Glass oVilL t&v. r vie .. s I hnd . The res ult of 
tne t ning w~J s tru . t .tor e or less it bec~:cme ~ r esponsibi­
l ity of putting t his t uing in f orm the t I asswned for 
~he Sew tor l t nd I want everyone to know that . 

The or i gina l bill tnn t the Sena tor hnd ce l led f or bn 
out e nd out de&th jlcnul ty . 1'he Senctor l a t er decided 
tha t he N&n ted the dee th penulty e liminated . The 
provtsions t hat are in t h' t bill do stop end prohibi t 
c ny f urther exptnsion of bank holding companies . I t 
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ooes also further de~ the right of bank holding 
companies t o operat e any additional - take on any 
adaitional branches . It demands that t hey liquidate 
their affilia te indebtedness to their member banks 
within three years, e nd it also prohibi ts a ny loans 
on their own s tock from now on, end they must liqui­
da te t heir own loans. 

(r'oley comes in) 

In a way - it i s an indi r ect way, ther e i s no ~uestion1 of creating their death. I think that t hey would find 
lt ~auld be to t neir disadvantage over a period of ye~rs 
to oper a te under this regulation. 

I bD eobarrasseo t o the extent tha t t he Federal Deposit 
Insurance is ment i oned in the bill . He have never done 
anything like tha t before . Cart&r was wi lling for tnst . 
He of course takes great pleasure in cussing out 
Uarriner ever y time be can. And I didn't discouroge hi m 
from including the Federa l Deposi t Insur~nce in the bill . 

Die you d iscourage hi m from cussing out Marriner? 

I kind of left tha t to Carter • s 01m Judgment . 

He thinks I c an t ake ca re of myself . 

But tne ideas , of course, subject to change, er e my 
personal idees of wnat I think s holding company bill 
snoula cover . 

Your iaeas are 1n tb~t bill? 

Yes, slr . ~eybe tney ~o further tnan SOQe • ould go; 
maybe it doesn't go as fL r LS otncr s . 

But I do 11ant to - if tnere•s been any embarr~tssment 
to this commit tee, I .nmt t hem t o know that t his is 
perhaos the fir sl tim~ s ince I•ve been in ~ashington 
th& t 9 bill was put in like this wi th my help, but I 
felt r ather obligated to help Sea£tor Glass , because 
he ' s been a very personal f riend of mine . Now, if 
tiJer e ' s .... 

Well , it i sn't that the committee is so embarrassed, 
but I think 1t might be very embsrrnssing t o you. And 
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you're always talking about upholding tbe President's 
hand and I woula.n' t say that this was holding his 
hand up very high. 

I think that's holding it up Quite high if you analyze 
the bill. 

Of course, beret s this committee which is supposed 
to do t his job for the President, and what you're 
telling me isn' t any news, because we ell know that 
the thing was prepared over there. And certainly, 
working gs •a group, which we are, and for the 
President, under his direction, and - I can't illlagine 
~self, after having said I'd work with the group -
that we'd prepare a bill and slip a bill to Senator 
Glass. 

How wait a minute. There is this much in derense of 
this thing. Senator Glass aaid he was not going to 
introduce this bill until he conferred with you, con­
ferred wi th the President, and he also said that he 
was not going to introduce the bill until after the 
20th. And then he made up his mind he was goin& to 
introduce it at once, ~cause Senator McAdoo bad e 
bill up there demanding hearings on ••••• 

I can•t - you say it ' s unethical; I•m not going to 
a rgue with you about it. I mean that's what you call 
it. 

I tllink that• s true, if - I don' t believe that it's a 
t iling that I would be very proud of , but I •••• 

No. I agree with you. 

But nevertheless I don't think it ' s treason, because I 
tnink Senator Glass - I think any Senator's got a right 
to ask us our views on any piece of legislation. 

Well, I just wanted to tell you - I mean talking for 
myself; I don ' t know how tbe others feel - that, to 
put it mildly - to say tbat I am shocked is putting 
it very mildly . But it's done and •• • 

Well, Mr. Secretary, let me say this in my own 
defense. If this abocks you badly, then you 've bad 
some awful bad shocks aince you've been 1n Waabialton, 
because I know e l ot of legi slation, not f r oa TGar 
shop, however, tbat bas been inaugurated 1n the .._ 
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w&y . Now, one mi s t ake doesn' t 

Yes , but every time some o ther person does that sort 
o f thing - I mean I ' m still enoueh of a believer in 
human relations &nd decency, all tha t sort of t hing -
1f one othe r per son does it, it m11kes it t ha t much 
more difficult . 

::ell , I let you know some time ago tha t Senator Glass 
heel talked to me one duy, but th~> t Sena tor Glass wes 
no t going t o i ntroouce o bi ll until he telkeo to you. 

Well , it ' s awful hard t o remember the details, but 
it ' s - thet•s that . Now we ' ve got the job of tr)ir~ 
to decide .... 

. . whet you 're goine to say to the Pr esi dent . 

Exactly . knd if - in view of t he fact tha t you huve ­
th<t t nis bill ~as written in your shop and expr esses .• 
I mean your personal views - I don ' t see now you can 
disassocia te your per sonal views from your vie'ofS as 
.,;htoirmrm of t he F. D. I.C. a nd clso your vier.s as m~mbt:r 
of an inter departmental committee which has to do with 
b~nking l egisla tion . And - l mean, of course , t hi s is 
none of my concern, but I suppose t ha t Nhen you pr e ­
por ed this bill, you ~dvised the Boar d of t he F. D. I . C. 
the t tnis was being done . 

No , I don 't think 1 did . 

Uoes this bi ll orawn r epresent your v iews of •hLt the 
bill should be? 

Yes, sir . 

,/ell now, bo~· do you (H. li.Jr) feel we should pr oceed 
with respect to your r eport t o the President, and Hn~t 
r ef erence, 1f any, should be made t o t he Gl ass bill? 

.. ell, I ' m thinking out loud. Wha t I think - 1f I was 
going to do this, ·Nhnt I t h ink I ' d do is start from 
zer o , ~ry t o build up whnt we think i s best for the 
country . After we have done the t, 'IIi thout any r egard 
to the Glass bill, nfter we nave done it &nd we have 
S > tisfied ourselves tha t t his is ·Hh&t we t hink i s bes t 
for the country, then we could draw up t memor and um a nd 
say , "This differs from t he Glass bill .Ln the follo'lling 
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ways ." But I mean shooting from the hip •.• 

That ' s whet I•m getting at. 

tl4 

I 1 d start from zero. I wouldn't look at the Class 
bill nt all, end just start ••• 

lhen see where - then reconcile those things th11 t 
go a long together end cull attention to the differences . 

Yes . Does that mhke sense to you? 

Yes, ond it would be helpful in point of legislation, 
I thi~,if we could t hen ell give these suggestions 
on it, or hove the President ao it, to Glass and let 
him - because you can't very l'i·ell have two bills . 

No , I don't - )"'U see , 11hot I did, I leaned over back­
.v~>.ros in press conferences and with Sonutor Class, I 

took the position that I nad no comment to make on tne 
Class bill onb NBY or the other, and tha t until this 
co~ittee c~me to a decision I couldn't mEke up my 
mind . and in f Ge t we htdn 1 t r eally stLrtea working 
on i t. I me&n I r epea t ed that over and over ocuin a t 
my press conf erences . Here a coll1lllittee ~~s uppointed; 
we hudn't done the work, we hod no r eport . Until that 
r tport was finished , I h1o0 no o.oinion. I told tbLt to 
tne President, t old tha t t o Senator Class. ~nd SenLtor 
Class w1derstonds tlu, t, and the !?resident Wlderstands 
tna t . I went you people to. I said it t wo or three 
times vt pr ess conferences, thbt .until this comn11ttee 
brought in a report , I had no thing to say, had made no 
recommendations to tne President. Ana so fs r £S I 
.<now, nobooy e lse has oade sny co:~ments and evtrybody 1 s 
been Neitlng. 

Well , how are ue to reconcile our views now? How do 
you want to proceed? 

I think the t there's a hell of a lot or work to be 
done, bOd , like &11 these things, sooebody ' s got to 
do the work . 

Yes. 

And ••• 

11e hove don.e a lot of work. We have analyzed the Class 
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bill and ~e have prepared a lternative suggestions . 
As you £no~, the banking hOt or 19JJ covers t he 
~uostion of holding comptinies to some extent, a nd 
it gave to the Boa rd certain poRers , and under those 
!l0•'18r S 11e have for U periOd or five years BCCU!Dulat~d 
" good deal or experience a nd r. good dea l or informa­
tion; and we are in, I believe , possibly a better 
position by reason of · thu t r esponsibility in that we 
have had to know something about the problem, something 
about what add l tiona l l ecislation mls needed 1n order 
to accomplish the obJectives as stated in your memorandum 
here of curbing and contr olling the::~ . So t hat 1f the 
comoittee would like t o have the analysis we made of 
the Glass bill and the alte r native suggestions, we ' d 
be very gl ad t o give each member of the committee tha t 
infor m:: tion. 

••ell , what I'd like, Just feeline my way, in vie•. of 
tnis r bther unusual situati on- I cen' t do the spade 
work. I mean I want to be very honest . But ~hot I 
can do , for the Treasury t her e i s Taylor , there i s 
Upham, and Oliphant, wno cnn work with IYhoever you 
people have . Now, I don ' t know how snowed under 
you (Jones) a r e . 

I 1 ve got plenty of ktelp ove r there . 

Now, if you c ould - e ither yourself or s omebody - a nd 
tnen Kino of . . . 1/ell, I mean Just • s soon as t hey 've 
got something, we can meet again. hnd then, I don ' t 
knovt how you ' r e (Eccles) fixed . I mean these men can 
ge t right down i n the trenches ~nd do this wor k and 
t oey 1 re ready now end we haven't got much time to lose, 
perfectly frankly . I meun I•ve got this French thing -
cabinet ' s r esigned -and I ' ve got lots or minute-to­
minute things , but ~henever there is a r eport I' m r eady 
t o sit dovm. 

We ' ve got this dr aft of this proposed message . I think 
that befor e that message goes up , the Presi dent ' s got 
to have a policy or his adminis tration on bank hold ing 
companies. I mean I don't think be can send a message 
wi thout one . We can go ovor and say, •Mr. President, 
this is a ma Jority report of this group . This is what 
here's a ma Jority r eport a nd here's a minorit y report, 
end here ' s the best we can g ive you.• And meet with 
him. What? 
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Mr. Secretary, at the last meeting, we were reaching 
a rather important point in holding companies, a dis­
tinction between two k.inds or holding companies, one 
that we felt would have little or no effect upon the 
bonking s tructure, wherever they were in existence, end 
the other holdi ng company that would have a very serious 
deflati onary effect wherever they were in exis t ence. 
And had we concluded that to our satisfacti on? 

Well, since the lest meeting, Jetty, I don' t think 
anyt~ has been done. I mean perfect lY frankly, 
I haven t done a thing on it since we've met. We 
nave collected the stuff. I ' m in Dutch with Cy; he 
walks a round ·dth this stuff under his arm, and every 
time - I've had about three meetings proposed, and 
every time something has come up which had to be clone-­
a t the minute. The reason I asked you people to meet -
I thought Karriner was leaving ; I know you' re (o•Connor ) 
leaving. I wanted t o get this thing started so you 
could say who would do t he work while you were gone . 
And the 20th is getting very close and we have just got 
to produce. 

Incidentally, have you (Oliphant) been able to find 
out how far along this message on monopoly is? 

No. I'll get that afterwards . 

I mean how near are t ney to producing? I hope they're 
not as r ar along as we are. Give us more time. I mean 
let ' s find out bow f ar the crowd that ' s working on the 
monopoly message - bow n&Sr are they to producing some­
thing, you see. I mean it'd be our gpod luck if they 
were as tardy as I've been. 

I think that will be the situation. 

What? 

I think you'll f1Dd tbat ' a the situation. I ' ll know 
in the course or tbe afternoon. 

You're (bccles) going this afternoon? 

Bo, I•m going tomorrow, but I • •. 

Well now ••• 
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I - Ur. Ranso~ is here, familiar witb the situation 
and llr. Cagle and llr. Winf'red over there bave h.andl~ 
holding companies for five years, so they're very 
familiar witb 1t. 

What I said - does tbat m~ke sense as a way of pro­
ceeding, llarriner? 

Yes, I tbink it does . In fact tbat•s t he only way -
practical way it seems to me we can proceed . 

!jow, you've got your analysis of the Glass bill? 

Yes. I•ve got one copy or tb&t here. I'll get copies 
o r it. 

Is it very extensive? 

~his is ell there is t o it. Went me to read it? 

I don't tbink now. 

He doesn't want to do it tha t way. 

No, •ne 111 give you everything we 've got . Now, we'll 
put it- if Jones is going to do it himself, we•ll 
meet over there. If he's going to desi gnate somebody, 
I ~uggest that we give you 296, which is a nice big 
r oom . We can work down here, see? But I mean if 
you're going to sit in, t hey ' ll naturally meet at 
your place, but if you•re not, personally - they can 
meet down here in either Taylor ' s office or 296. 

I have an alternative her e tba t 1 s .... 

A bill? 

Well, 1t isn' t 1n the form of a bill, but it's ... 

It will take the place of t he Glass suggestion. 

Yes. 

That ' s pretty short. Does tha t cbolish the Federal 
Reserve Board? 

Well, not al t ogether. It might leave a seablance. 
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Nell now, what you want to do is to make a definite 
recommenda t ion to the President as soon as you can. 

Yes . 

hOd if we can't get a unanimous ag reement, you have 
to report what you get . 

ThE.t• s right. 

Then wQ1 don't we - those or us here - those boys 
that you want to work, and tnen our fellows and his 
fellows and his fello~s meet, get together, see what 
Ne can agree upon, and bring you back our respective 
vle>~s? 

J.nd in order - let ' s have the - let's say Tuesday 
afternoon • 

• le • U sit down 

Let ' s have it, say, Tuesday a fternoon a t three o ' c l ock. 

Next Tuesday afternoon. 

Three o 'clock . 

hOd toen meet , with these recommenda tions • 

'l es . V.hen you going away, Jetty? 

Tonight. But 'Ne ' ve got a cooplete analysis of the 
bill and we can work very rapidly from our office with 
.matever sugges t ions we have . 

You got an;; suggestions and things like that? 

Yes . 

Do you already know what your views are? 

Xes. 

And you (Eccles) know what your vieNs are? 

Yes. 
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Way I ask, Mr. Secretary - I didn ' t understand whet 
we •re going to do at Tuesday, J p. m. Is that the 
first meeting or the final meeting? 

Well, it will be the meeting where, between now and 
Tuesday, we 111 try to meld the thing into a r eport 
and 

See now near we can get together. 

Between now and Tuesday . 

Yes, and we ' ll try our best to get together by Tuesday 
a t three o 'clock. 

But the coma! ttee ought t o get together 1n the interia 
end work it out t ogether , so when t hey come for final 
action it won't be a question of reconciling ma~ dif­
ferences . 

No, no, the committee when tney leave here ought t o 
ge t t ogether and from now until Tuesday - Cy and the 
rest of them - just sor t of s t ay right on this thing , 
day· and night, and try to grind something out. 

And come back here with whatever our views are, get 
together as near as we can. 

Talking for the Treasury, ,. are completely open­
oinded - completely . 

I think we can proceed on that . 

Co:mpletely. 

You (Diggs) will be available at any time? 

(Nods yes) 

•·nd you (Ransom) will. And 1/ayne and Upham. loe can 
work at this -what' s today, Thursday? 

Thursday. 

I think we IIIJ.gbt 11eet Fr iday, some t111e to110rrow, or 
Saturday 1 wb1cbeYer ia ••• 
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~i~nt I s uggest , ~r . Secr~tLr3, if it ceets wi t h 
e vtryone• s a ppr ovlil .ve might meet t his a fter noon . 
1f ~·e • ve got a -.uick job to do , I ' <i like to start 
1t .,uickly . 

on 

httaboy l Llan af t e r my own heurt . llo" - I mean don• t 
le t ' s be too poll te with euch o ther . Somebody say 
o/lle re you mee t and whtm? 

About thr ee o ' clocK this llfte1·noon. 

Suits me • 

.:her e do y:>u ·'"ople went t o !lleet? 

o' ~onvenient t o meet a~ our boura r ;>om? 

::ny , certa inly . 

Tor t ' s r,ll right . Y;>u f c lloKs met! t r nd I • 11 s ee ·rht. t 
:tlnd o f c bill y ou can dru11. 

Mr . Secret&ry, ca n I u sk f or one oLhe r tning, to ei ve 
U $ 110~1 a gain Whet you oVb llt this comm l t t ee t o do? 

::h, t m; •a nt is t h is . The Pt•t!s ldent h~ s re..,uested 
tnls com:ni t t ee t "> 1>rouuce f ot· him a section of b 

••es s age :>n b;: nrl: hol<lin~; comv~> nies which dll be p~:~ rt 
~r hiJ m~:s s;.ge on monop:>l;r . "Od it sta nds to rcLson 
t .u. t Nnen he sen ..1s o :nO!jJUt;;(; up on bc..!"l.A hol d inb com­
,.>t. ni.:s ne ' s &:>in;; to vsk, n·:.el l , wha t policy tlo you 
o.«<:-ttle.nen r eco!uend tn& t I s ho1.lu t 1.ke ln r et;a!'d t o 
but.< no la ing co::tpcnics?" I ::te t..n it isn ' t s uffici ent 
juJt t o ,;ive hi::t a ll<'SSbt;t: . He ' s nr t ur::lly SLJ'i~ , 
• :ilu t ' s tae policy? Do you believe tha t ] OU should 
l' r «<eze tr.em or you sno~la l.t.ve ~> de&ta pens l ty &nd 
<IO BoiLY wi ta them, a nd •• , • " 

"Or ;;>crmit them to gr ow?• 

" •.•• or per mi t them to e row? And ll h!i. t !i.bout br£nch 
bt.n<{ing ; is this pe r t of it or isn ' t it? Do you wun t 
to confine lt t o t ile s t otes ? And when it comes to the 
policing, who 1 s goitlg t o police lt? " In other vror ds , 
it is only l egitimate f or him to ask t hose ~uestions , 
a ro I think •Nhen I go over there I want to be pr ep&red 
to s ay , •Well , Mr . President, the follodng people have 
agreed on this, and tne other s b£ven•t, a na they ' r e here 
to speak for themselves .• Is t hat 
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That clears it up a grea t deal, because from what 
you have said now you have entirely eliminated an,y 
considera tion of a bill. 

You mean the Glass bill. 

"n.Y bill. 

No, no , Jus t a policy . A policy. 

That ' s what I want ed to get s traight . 

Yes, but •••• 

You can't adopt a policy without a consi deration of a 
bill. 

Well , you• ve got to start wi th a policy first , and 
then build ~ messa&e on a policy. 

lha t 1 s right . 

Cun we ag r ee on a policy, and then on tha t policy we 
dr af t a message wh i ch 1s par t of a monopoly message. 
Now, between no~ and Tuesday, i f I ge t a chance, I ' m 
going to ask the President i f he will give us some 
hints as to what he has in his mlnd - I mean as t o 
certain thlngs , bec~ouse he ' s had a chance, he ' s t a l ked 
to Glass, and 1f he could give us some hints it would 
hel p us . But it ' s the policy and e message, and 1 t 
doesn ' t necessarily mean a bill . 

Th£t 1 s very i mportant, because I t hink, as I indicated 
before, t her e i s such ~ grea t oifference here between 
certain hodling componies that might require entirely 
different ect ion tha t He•ve got to first agree on a 
policy as to these holding com~onies and what effect 
it ' s going t o have on the economic condition of the 
country . Then after we have agreed on the policy, of 
course, a bill isn' t going t o be a very diffi cult t hing 
to prepar e . 

I be l ieve , Wr . Secretory, thu t the polnt we•ve all got 
to agree upon i s, wha t do we went to accompl ish, and 
not try to spell it out in detail. You•ve pretty ne~< r 
got it in your bottom paragraph, in your closing par a­
graph there. I mean tha t ' s wbere you•re going to- be 
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doesn't want a long message, be wants a paragraph 
to go in his message. Then the details will be 
worked out in the Banking and Currency Commit tee . 
bomebody will submit a bill, then you'll have hear­
ings, people will present t heir ideas. Out of that 
will come a bill; I mean the final bill. 

It seems to me, though, that the committee should if 
possible agree on whet kind of n bill they ·.vant, and 
then, as to how that is brought about, whether it is 
brought about by the committee recommending ~mendmente 
to the Glass bill or whether it is brought about as a 
result of possibly g e tt1ng Sena tor Glass t o substitute 
for his bill a bill which the co::~mittee might fa vor, 1s 
a metter of procedure. But I do think that merely to 
leave the question of the d etall or the final bill up 
t o hearings, you'd get a good deal of contusion unless 
the committee itself have agreed upon just wha t kind 
of ••• 

.'.'ell, 1Jarriner , if this committee would agree - Do 
you 11ant a death penalty, who shoul d have the policing, 
Sbould it be confined to state lines or districts, and 
so f orth - that whole business - you get half a dozen 
of those t hings decided end then the question of throw­
ing tha t into a bill i sn •t very diffi cult. The diffi­
cul t thing is t o decide what is the admini str a tion's 
policy towards bank boldine companies . Now, once you 
ge t that I wouldn' t worry an awful lot about a bill . 
I mean they can throw it together. 

~ guess is that none o f us would probably agree 
entirely on everything. But you put your finger on it 
when you s aid tae polic ing . You•ve got Federal Reserve , 
got Comptroller ' s office, you 've got F. D. I . C. Each 
of t hose agencies is going to b e Jea l ous of its vario us 
prer oga tives . None of them will be •illing to say, 
"•Vcll , Gaston, you t ake it.• I think you might just 
as well recognize that. 

Well , I can say that as f a r as I'm concerned, if the 
committee feel that some other agency should have it, 
that then I wouldn 't personlllly have tile slightest 
objection. So far us wanting the power t o police the 
thing i s concerned, I bave - it makes n.o difference. 
'.i.he only thing is that 1f another agency is going t o 
have the power to police it, then we should be completely 
divorced from tbe t hing and it should be a staple admin­
istration of tbe thing . As it is now, tbe Glass bill 
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cones in end you have two agencies. You have - we 
a re sti ll l eft with a l l o f t he same r espons i bilit i es 
we have under t he Banking Act of ' JJ , and t he F. O.I.C. 
nes u t r emendous l o t of uupll cation. It•s a ver y, 
ve ry i nvolved procedure when you ' ve got the two 
agenc i es, and it should be given entire ly to one 
agency, and wha t ever agency that goes to is up to 
t he committee; I d on ' t onre. 

~ight I suggest, Kr. Secreta ry , t hat as ~ under stand 
t he exis t ing situation, the Boa rd and t he Comptroller' s 
office bot h have some responsibi lity in t he pr esent 
s i tua t i on. The bill, as I reod i t, is in effect a 
t onsi l oper a t i on t ha t removes neither tonsil , but nods 
a tnird t onsil t o toe pa t i ent ' s complica t ed sitUELlon. 
:low, I t nink that , in ,lr inciple , is nthe r bad procedure 
and r ""' fully in agreement llith lola r riner t ha t , wnerever 
tne r esponsi bility r es t s , it should be a clean-cut 
:>pernt ion all<l snould r es t definitely iii tn some agency 
of government charged with thot r esponsibili ty. 

\';ell, I •11 under wr ite tns t, b ecause - I we. sn• t going to 
mention it, but I t hink whe t · happened s ince Februa ry 16 
on th i s Oakl and Bank t ning i s n good demonstration t ha t 
you 've got t o neve i t i n one place . I mean if you're 
going t o poli ce - I meen then let ' s make one agency 
r espons i ble, so t aat i f a bank is going to add branches 
o r isn't go ing t o a dd br llnches, or whe ther they ' ve 
bougnt branches, and so f or th a nd so on .•.•• hnd i t 
j us t aoesn• t m~e sens e t o me t nat Yr . Cr owl ey snould 
write a let t er on Februe ry 16, tell the Oakla nd Bank 
tha t pending t he fixing or o nE tional poli cy be 11on1 t 
Epprove adding t he tar ee branches , and'tben be t neen 
t~t tloe and t nis t hey do opprove i t • 

.. ell now, -,;ai t a minut e . Have you r eed IllY letter ? 

Yes . 

lly let t e r very definitely s ets out ther e tha t these t hr ee 
banks wer e acquired by Trans- Amer ica pr ior t o - and you 
unoers t and .•e have no one i n Washington, no Federal 
agency has any aut hor i ty ove r Trans-America acquiring 
banks . They acqui red these three bonks some time ago. 
We had t hose banks already insured. We have an under­
stand ing 'dth t hem tha t t hey would not open up any 
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more branches, not ac~uire any more banks until this 
situation is clarified . They had these three banks 
that we had insured, that we had in the group in one 
f orm or another. 'lie hove asked them to improve their 
capital positi on. It is not anythi.ng in which we have 
taken on an additional liability . 'fie asked the Federal 
deserve e nd the Comptr oller both for an opinion on the 
matter, a nd I think their letters are all attached 
there . J.nd I don't think that we have gone back on 
a ny policy thc t we ha ve stood for a t all . It isn't 
nnytnlng that .•.• 

Well , I didn't ask - I didn 't kno~r anything about tnis 
t~ing , and I have no authority, but 1<hen you wri t e me 
on tne 16th a.nd send me t: CO,JY of the letter which you 
•rote to t he Central Bank, in which you say this: 
"Officials of tne Adc1nistration nave recently indi­
ca ted concern sbout t he sta t us of gr<>up banking in the 
country, and an intention to clarify public ~oliey con­
cerning the groups . Your b~nk is a member of one of the 
~ost important groups. We feel, therefore, tha t action 
by us upon your current npplica tion should be pos t poned 
until ;mblic policy on this polnt. has been clarified . " 

Yes , but, !.lr . Secretary, we found after that tha t they 
already hhd ac4uired these banks . 

Tnen .vnen you •• rote this letter it Nas oeaningless . 

llo , it Nasn• t meaningless . We still stand behind thnt 
propos! tion . 

On, Leo, don't try &nd ~id me; 1t1 s no use. 

*ell, if you don 't 

I mea.n r.ha t • s toe use? Berc you l'lrite ;. letter in 
which you say tn&t pending - •we feel, tnerefore, tha t 
oction by us upon your current a~plication should be 
postponed until public policy on this point has been 
clarified . • 

1•11 right, these banks now are not made branches until 
t hey comply with the capital ruhvbilita tion. 

But r mean you lay out tnis tnlng, which I think shows 
very noble sentlments - nnd I didn ' t ask for it, you 
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volunt eered this letter. 

And we haven't changed our views a particle in the 
ma t ter . 

All you 've done is act differently than what you 've 
stated. 

Well , I don ' t agr ee with you on that . 

oYell , tnat• s r eally - to show you you have, this 
fellow writes you here, this man of the banks: •We 
do no t understand why t he questi on of policy is 
raised a t this time, since we e r e not advised of 
aey cnall6e 1n the laws rela tlng t o bank holdi ng 
coopanies ." 

f.e ll, that ' s Just a l egal question- that we didn't 
have aey r ight to 

In other words , he cal led your bluff and t hen you 
backed down and gave lt t o him . 

~ell , I don ' t agree with t hat . 

Well, it ' s wha t ha; pened , aria that ' s - that' s the kind 
of t hing t ha t ' s going on. And ther efore, when Mr. 
hccles says tha t this t hing should be in one pl ace, 
I Lgree with aim . And this has been going on for a 
couple year s now, and possibly betaeen now and Tuesday, 
when t his coamnttee gets together , they may go a li t tle 
bi t furtner tna n bank holding coopanies end decide some 
more important uestions , and t his whole question which 
•e ell ~ow. I' m not sugges t lne tna t , but maybe you'll 
f i na it is necessary to deci de t his wnole question of 
exa::~ination a nd everytning else . 

But - I mean I didn't ask for this t hing and it i sn't 
any of my r esponsibility, but certa inly the Bank of 
Oaklana nas got e sood laugh on t he Administra tion, ._ 
and I•m getting pretty fed up with it, as I say. I 
don ' t say this t o newspaper men, I don't SJ!Y t his to 
colwnnists, 1 don't say 1t to Re publicans, I don ' t say 
it to Senators . But I do say it to people who - every 
one in this room been appointed by the President of the 
United St a tes . I feel if I feel this way, tbls is a 
perfectly pr oper place t o talk t his way • 
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No•, you ' d like us t o meet and get back something 
here as near together as we can get back. And the 
4uestlon of the - of who will police it - do you 
wont that to be in the report? That •s probably a 
detail , I think. 

Nell , I think it ' s pretty important, Jesse. 

But I don't tnink it ought to go in the President's 
message. 

No. 

Tha t • s a detail. 

No, Just in case he asks us, if he says, •Well, who 
should police it?" I t hinlc we should be ready to soy, 
•Well , Kr . President, some of us think this way ond 
some of us think that way.• 

It seems to me as far a s o message i s concerned tha t 
naturally ell he can put in that, inasmuch as it ' s 
going to be a message dealing with the whole question 
of monopoly and this bonking aspect will be more or 
less an incidenta l part of the whole message - that all 
he can say in that is, it seems to me, to state whether 
or not a death sentence is recommended or whether he 
feels that under tne circumst ances the thing should be 
frozen and then closely regula t ed . 

llle rriner, nave you opposed the deatn s entence a t the 
time? 

I don't think t ige makes any difference. I 1m opposed 
t o e deatn sentence unless you heve en alternative of 
branch banking. What I s ey is that wnen you put a 
deatn sentence on a holding company 

'ihen you want br anch banking . 

Then you have at the same time to find an alternetive.­
But merely to make a death sentence without having an 
al t ernative doesn't make sense. 

How do you feel about i t, Jetty? 

That's the question I r a ised in the early part of the 
conference today - that we are confr onted with a very 
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serious problem witll r ef~rence to cer tain llolding 
compvhies, and witll otllers it doesn't make a bit 
of difference ; you can wipe them out tonigllt at s ix 
o ' clock and it won•t make a~ difference. But in 
the otller case of t ile holding COI!l!B~ wher e they ' re 
hol ding unit banks, and we require tllose banks to be 
liquidated at once, or sold in the community, where 
probably tllere isn ' t enough capi t al to do it, that ' s 
n serious question which we•ve go t to give serious 
consideration t o before we get the President out on 
u limb. 

It seems t o me al l you can do a t the pr esent time -
outside of one or two situa t ions , there has been a 
contr ac tion and not an expansion of the hol ding 
company picture since 19JJ, und there llas been a 
s trengtnening and a consolidation - tbRt wba t we 
should do now, in w;y opinion, 1s to stop any further 
expansion and to get powers to r egula te tne existing 
set-up and to broaden tile definition of holding com­
pa~ so that - because without L bro&dening of it, then 
it's impossible to get powers of regulation; 50 percent 
i s roepningless , and you ' ve got to get a different 
definition. And then if you ge t that and give powers 
to r egulate, you ' r e certa inly going to stop growth, 
you ' r e going to be able to enforce a satisfactory 
o pera tion of tile existing structure; l' nd t hen, at 
such time as 1t seems possible or pr actica l to get • 
a brancll banking development , then simultaneously with 
tna t you can provide for the liquidation of the holding 
company . But to try t o go beyond that seems to me to 
be iopractical and iMdvisable. Tha t can b e done. 
I t isn't complicated t o do tha t , the t hing that I have 
suggested here, and I think that you can oake an exce.L.Lern••• 
case a long that line. 

Well, Jesse, don't you tn1nk they'd be ready to meet 
unless there is so~eth1ng else you want to ask about 
pr inciples involved. 

llo , I think - tha t • s ull r i ght. 

I me on I don ' t went t o hurry you. 

Three o ' clock . 

Tnree o ' clock , your (Jones) boord room. 
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Attached ..,, letters about wbich 

I apoke with 7""• 

R. DIOOil 
oiler ot Ule Currt~~o;r 

11r. c,ru up~wo 
Aaa1otant to the SecretarT 

Rooa zs~ - Treu"'7 Bllil.diDC 
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Pedorol Depoeit I~~WJW~ce Corporat1011, 
lational Proea Bu1ld1n&, 
Waabington, D. C. 

!lear lr. Crowle)", 

130 

I bave been adnaed or the act1COI or )"our Board 
on larch 5th, 1938 requirillg additioaal capital ill the Co.~>tral Bank 
or Oaltl&nd, Callfomle as a cODdltico to eatabl1atunc ~ of1'1cea 
at UVt.rado, JUoa, Irrl.Dgtou and llazynUlo, Cal1fom1e. 

In new of the tact that aecotlt.Ucoa have goue 
ao far rltb rafermce to theae uall llllit baulr.a, all ot wbich are al-
1'81id)" lueured b7 7our Corporat1co, aDd there 11 no additional l1ab1llt)" 
therefor created , I would appreciate i t 1f )"OU 1I'OUlcl odrlae .. that it 
rlll ba aatio!actoey to the Corporatico to eatablieh tbeae branchia, 
and I will ba glad to dlecn&a rltb 700 ill llq, when 7ou ca- to the 
California State Bankera uaociation .. et1n&, tho q ueatiou of add1t1011al 
capitol. 

Cal1foru1e Statutee tix a ratio to capital etructure 
which ia eore liberal than that eucceated ~ the uat1011al bo.nkln& aceuciee. 
I t ia difficult t o diacuBB tbla queetion except ill a personal illtarYiew. 

It tho aboTe •eta witb 7<:/Ur apJ)'I'oval, woa.ld 7001 be 
gocri •"""Ch to wire • eo tbot uecotlat1cna can be coapletod. 

A. p. Qle•tnt 
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TREASURY DEPAft'TMENT 

..... MAY 26 mB 
•o S.oreto.ry of the Treasury 

••ow General Counsel 

A Cield exuminer for the N~tional Labor Relatione Board recen~ 
U'Ote to tho Chief NationaJ. Bank Exalliner Of the 12th Peders.J. ReaeMe 
District at San Francisco , California, reqwetinll infol'I!Ultion on 29 
top_rate iteae relating to the Bank of AmeriCA , auclt infOl"lll:ltion ap­
.x..ront]¥ beilli desired for use in detend.ninll whether or mt the 
;J:;.Uo!d L..bor Relations Act aJ>llliea to tho Bank of kleriCA. 1'hat 
letter hAs been tranlliOl.tted to the Office or the Co>optrollor of the 
CU~TVncy Cor a ppro;ni.ate replJ-. 

liuch or tho requested inf'orao.tion is not in the possession ot 
tho Offi ce or the Co:aptroller ot tho Cllt'l'ency aDd -• of the iteD.s 
,..., obvl.oue]¥ of a confidenti::U character e.n4 accordiiiJ],y should not 
bs trc.nllllit tod to the r epresentotiveo of the National Labor ll.elationa 
Soard in ~~. a bsence or a direction from the Prcoident pursuant to 
cection 11 (6) of ~~e National Labor Relatione Act . 

Accordingly, thoro is at tached n O\li8COtod draft of a me.,orand\1'1 
f"ro:: you t o the Act ing Comptroller of the Currency, end a &uggestad 
drllft ot a l etter to the ex:>miner or the NatiotW. Lo.bor Relati ons 
Bcmrd tran!lJIIittins a. copy of the lat est Report of Condition of the 
llwlk of •~werica ( l!hic.lt r eport bas s.J.read;y been publiehed) and a.dvio­
!." h.:.a that c >nfidenti.aJ. infor=tion can o~ be furnished bf di­
ne tion of the President • 

• 
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TO 

• • 
TREASURY DEPARTMENT 

Actl.Jl& Comptroller of the Currencr 

SecretaJ')' of the 'l'reaaury 

...... 

Reference ia made to a letter of April 19, 1938 to the Office 
of the C0111ptroller of th~ Currency from llr. li'Uli ... Prentiss, Jr., 
Chief !lational Bank Ex:aeiner of the 12th Federal Reserve District, 
eDClcsiJlS a latter to llr • Prentiaa troJo llr. George C. llelq, Fialcl 

ll:m:W>er ot the llational Labor Relatione Board, Loa Angelee, Calit­

ornia. 

I n his letter lr. ~ roqucsted tbat tbe Chief lotioDIIl. Banlt 

El:4ml.ner of the l2tb Federnl Reserve District aulll1t certain in­

fomation to be used in aaeieting repreeentoth·ea of the llatioDIIl. 
Labor Relatione Board in daterainin& -.bather or not tbe llational 
Labor Relatione J.ct appliee to tho BlDk of .&aerl.ca. llr. Prenti88 

tranBirltted llr. llcl&if'a letter to rour otnce llitb the nq,.at tbat 

an appr<>priate re~ be ..ad• tbereto . 

It ie copperent that ao1>e of the intorution r equeoted bf llr. 
Uclcy ia not in the possession of rour Ot:rice and alao that ao"" 
of )'Our lntor;>ation is ot aucb a confidential character tbnt 1 t 
could not be furnllllled in the abaoDCe of a direction troJo tbe 
Pre~>ident pureua.nt to ~U~Ction ll (6) of tbe llational Labor Rela­
tion& Act. Row.,.er, the 'l'ree.aury Depnrt;oent abould do notbiag to 
hinder the Kationel Labor Relations Board in OJO:cuting and adloin­

bter 1ne; tho Kntional Labor Relations Act Cllld &hould cooperate with 

the Board in ao far as it ia possible. I &\J&6e&t that a COPT of · 
the '"""t recent Reoort of Condition of the lbnk of America be made 
aYailablo to llr . liClq =cOJtpo.nied bf an appropriAte ~torr 
latter. A propo•ed dr&tt ot ai>Ch a letter 1a attecbed. 

A COPT ot llr . llerq1 e letter and rour re~ &hollld be traM­

aitted to the Cbairmnn ot the JatioDIIl. Labor Relationa Board. 
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• 
llr. O.Or i e C. llcla.r , 
Field EX&•' ner • 

• 

VatioMl Labor RelAtione Board, 
745 Pa cl.tio Electric BuildJ.ng, 
6th lllld llllin Streets, 
Loa Angelos , Clllifornin. 

Dear Sira 

• 133 

Reference is ooade to your l etter of AprU 14, 1938 (l:tl:~-57~) 

addree~ed to !lr. TIUllaa Prentiaa, Jr. , Chbf ll&tioMl Bank En•iur 

of the 12th Federal Beaarva District, in 'llhich 7ou r eque&t certain in­

ro.-tion 'llhich you indicate ia to be uaed in datertining .tlether or 

not the lbtional Labor I!Blationa Act applies to th.e Bank of America. 

In reepon•• to your request there 1a enclosed hernith a cow ot 

the lo.teet Report of Condition ot the BD.nk of America llational Truet 

c.nd So. vines Association, dated March 7 1 1938. 'ftl16 report contains 

-
infomntion with reference to a nllllbor or tho items ret...rred to in 

-,our letter . 

llucjl or the infomation .tlich 1e requoeted i n your l etter 1e not 

i n the posseeaion of the Office of the Collptroller of the CurreDC7 

and certain itella of the into.,...t.ioD 'llhich .... in the possession of 

thia ortice ere of a confidential character • 

It 1a the desire of this ortice to cooperate in ao far aa poe­

eible with the lle.tional Labor Rel<lt ioDe Board 1l\ the tuli'illing of 

1 to functioDa. However, the relDtioDa of the Office of the Comptroller 

of the Currency to the ~ioue natiooal banks of the country Ire 
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in ll&rCY ... apeote ot such a confidential character that • ucb ot 

the I!IAteriu in its poeeeeBion could not be di'nllged vithout 

tho poeeibillt;y ot reaulti.ng injurioue ettecte upon the bomte 

in quoetion. Aceordingl,y • this ottice could not trt>MIIit such 

confidentill inf01'11C.t1on to a repreeente.th'e ot the lf4tioD&l 

Labor RelAtions Boord in the absence ot a direotioo b7 the 

Pree.idont purouant to section ll (6) ot the ll&tioD&l Lab!lr Re­

latione Act, 49 Stat. 456 (U.s.c., Sup. ni, title 29, aec. 1.61 (6)). 

RepraiiCilte.tives nt this office will be sla4 to diecuee this 

eubject further with representatives of the l&tio!llll Labor Rela­

tione Board should the Board so desire, IUid will coopet·ats rlth 

the Board i n every wa.y possible. 

Very truly yol&'s , 

Collptroller ot the Curreocy. 
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., ..... DlcP• 

Ow- COUIUial, Ill'. zaats eo-, 11u ftllOrtecl til• cooY!IrmUOD ntb 'fW 
011 Ulto telepboo. :r-•~ ud ll&a 1n41oltecl t'l~~ &i)proftl ot our appll­
caUou for 'bNaclllea 1• belllc 11114 up IIIK" I I certaiD iteM clusit1ecl 
•• 1oN4NI 1n till -•'nt!ltJ.oo report ot .llapl~ .31, 1917 bne not beet~ 
ch"'lld ott. l reported OD thea~ U IIU to the oxaal.ner 0!1 'I'b'IU'adfty, 
.1\ll¥ .,, .... sa taro tNoal.ttecl the report b7 telephone to llr. 'o~er. llow•;:r,!.. _, to l&aiD N'Yiew the 1oaus aa ~1:11<1 1n tbe report 
llld · Ula 41.apoll1t10A llhiob bSI bMD ude ot eech u ... 

r..u .. diaociwata - llt.1Mtld lNM $2,520, 64.) .61, -

lAaa Cillartecl otl 
II au •• .. , apv& tor a- are41ta 
~ ahupl ott ... z- 30 

• 175,626.47 
1,000,000.00 

6o,l56.00 

llbaoe • ...,..., ott u ot .U elate ~,861.15 includes u. taU..,acit..• 

Leal o]n~t11d buecl on aall ot Loa ~ales aubdJ:riaioA 
n.l lftlte aoabJeot to oODUacct liabUity tbr street 
I 6 Oi La t 4251000. 00 
Ck811tie4 lo .. OD real. eat4te 1n • roce11 ot 
tw"tll.ollll'l 
._~ .. l741BU.OJ 

12,757.00 

'l'lle -Uaceot liabU!t,s llll4er the 1111W"fil111 ~·• 
retW'NCl to abcrfe at. t.lala date 1a t)31,447 .40. W. l1ll -
-Jt~Mto t.llia aauc:A 'r daare11111 l:qllllllo 
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BollU, SeCUJ"J.tiaa, etc. 

t~l) ,OOO or tllh IUoiOuat hAa bee •"•'••W ~. olllut• 
to loans IID4 .., J.Dcreaea 1D the ftluau.aia .r ....._. 
tor i~MCNriU.a. 

Tho balance ot t2,S23,m.n rapna811U arkat depnaiatJ.oo 

"""" ~1os , ooo,ooo pu n1 ... u. s. &o-..emaeot 'boa4a &114 

~8,1~9,500. 00 P'U' ftlDe .a!J.eip&l boll~ prn1oua}T written 

up. 

All ot the iOY~UDJ~eDt boada U-te<! 1D tbJ.a clualLJ.eaUao la ... a hMO 8el4 

ther ob·• clilloi natJ.Qi the lou claaeif1cat1on or ~,064,300·15· !ba ....-sns._ 

~cl~•l 3ocur1t1e~ ar5 carri ed on our book• a t : 31 , 288,912.0) reprasantlDI 

• r. in:•·~·oo 1n book nJ.u., OY<>r orJ&i.Qal eo•t ot U,8)4, 2) ).0). .La or A~~&un 31, 

19>7 e:.o.,~ bondc bad depreciation or $.458,81$.56. All appraisal oa u.rl<et ftlliN 

: .i.l: •l!o,.. thu s bonds to ba•e a market n.lua 14 exceas ot book Y&lu aa4 n 

>Jidt t!nt ca buis or pras 311t ruuu there lllould be DO reqw.r-\ that lllliF 

wri ~e¥~~ bl m• do l n the Talue ot thea~ aeeurities. 

~Lii Rou•o 

IJI\~Uorthed hUIIllC8 or l 1U Sod pracaises, &lterationa 

cba.t"l!ed otr 

The balance o! thiS ClSS31tlcatiOn i s &D itao or e326,000 
r•pr~3Llt11\8 the dirrcr euco betnon tho book YOlue or Our 

1Dvos~oot 1D the Kerc=sot s Hatioo&l Roalt7 OOrporat1oo 

' od tho not worth of tao com~ ~• ot AlliUSt 31, 19)7. 

llue to a!lra.iJ.Iii• the net worth or the comjl&D7 ho.s iAproYed and tlla 

dirt•r ooc3 bet .. eeo book Y&lue and net worth 1a no• $203, 628. 82. Thla ditrer­

••:e r~lll be ell:nl.o3ted over a co~para t1vel:f abort period or U.. out ot 

"ru! . .,;a or the COII!'ftllY '!>ut in order to e l.1JD1n&te this ite11 • • are now 

ttln; wp a r•sorvo or e20),628.~ out of und:Yided profits. 
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All or these tt•s haYe liMA charsed orr 

!'rOll the &OoYO rerlew or Cl&101fied 1 teas IIJid Our fl ction with 
roDpact to til• you will ob8eM'!t that there onJ-7 ro•'line , subject to 
dloouooioo, $458, 815.56 repreeaoting depreciation on cunicipal bOnds 
wt.lc~ depreciation existed on A\16Ust ::u, 1937 but 4oes uot exist on 
pre:<t4t J:Srket ..a.lue. ll'e do not teal tllllt t his ite:> is a proper loss 
cl•ui!'i cauon pa.rticularq UDder t.h~ ::odi!'ied r~tions with respact 
to inYoSb!!Ilts ana exaa!.nationo. 

We shoW.d a p;>Ncia t.e 1 t n ey aruch 1! :t~u "oul<l ag~ln revieK our 
exa:ll!latioo report •ad the a ctioa which ..., hAve tak8:'1 wit:> re•pect to 
it wlCI the Secret&ry. I rod sure tha t when tho action 'Ohich we hove 
t~en with respect t o the report is rerlewed, you will acree th•t "e 
hne substlllltiall7 co10pUed wi tb all or Ule r eeo..,nenda tiona of the 
report. 

~u.s=~ll :i . S-:.lt.~ . 
Vi c:! :>r-=:Jent ""..l : r~ .. ·:..i..:!'. 
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Coaptn>U.r ot tb Curreqr 

tiSIIIIIG'!OM 

.JulT lS , 19)11. 

Mr . RUIJsoll 0 . Slllitb 
Vico Preoidont and Cas hier 
Bank or America , llational. 'l'rwtt. 

Sa-ri"iS Aaaool..ation · 
San Fronaiaco, Calltorui& 

.. 

DoAr llr, Sal. th I 

".&lBIBU 1" 

Receipt 1.a acknowled&*f at )'ov lnMr at ZulT 9 , r.t.....U. to 
comersat ion bad with .,our COUII8al0 ar. lull OM-, recaNJ.q tz. a,pU­
.._~ioas t or brancbea a.al &l.lo the •U.ted 1oea. ....... 1v tM lu~ 
report of ex.oaiD& Uon ot the blaak. 

Acconlinc to 1fNZ letter a.al o-... s.r-u • .ta ~ GUS.. 
recent~ obts!Md 7"" baTe <Darpd att ~· *-a ot * ~ 
.,tl.loatad in tha l.ut r.port UIOUll~ !to;,!~=~:·~;:;~~=~=:; the iotozw.Ucn tbet it- ._..-.ptinc 
actual~ bean written ott, '!'b18 total oouUU fll 

tl,OOO, OOO on a- ondi\a, tor *ioll JW atete • -~:-:~~lfffi~~~~ 
bas bean aat aper\ • ,_ · 

Loa qelaa nboUriaS. na1 •Ute •Jeo\ to ~ 
ll..abllit.,y tor at.reet • ; ou JRU - t-425,000 

laU.ted loa••• Oil na1 .. uu .ta proouaa fll 
toreolcaura - t1'74,W 

Otbar lou .ta ~ t U. .,,., 
loads and a~U.a t21 5l01000o Jole- DOt writ-

~ ~::=-ted - II j )jl ~ MpAa -- Mea ..Ut.. "P CO!' 

............... -:~~=~ otb..- Nil. 

Wi\h 
position at 
it ia DOt 
loaa••· 
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"EXlii3I T ! ." 

1!\anlt of .Am~rica 
!'IATIOMAL lf.YAlol Aa80C:IAT10S 

aA" ,llllA.N Ctac:o H&AOOUMtT·&Jite 

8AH ,.llllANCt aco, CALirOIItNIA 

.ru.lj :<~ . 19.)8 . 

~or.orob1e Mar.h:.ll R. Digg" 
l.c •ln6 Ca~.:>1<rollir of the C·urrency 
1roo:~J D•~~~ont 
-:"c.:;hi."\it-on, D. C. 

Thb is in rep];{ to 'JO'.lr 1u~ter or J11Iy 15 toit.b res;;>e<:t to t.he 
~ls;o::tlon or estL.ated los:<s a s :hown in ~h• r eport of ~~on 
or t..'>ia bank as or August .31 , 1?)7. !t top;>e·-·. t.."'-t ~!u:re is ~till 
30'.U I'I!!IWlCOrstt>.nd.l.ni rlt.b re~pect t o thO ct.u t .U: of v=lOU:. it&:IS 
clAsoitied a& losses in that report nncl s o "" bav~ ..:ked. the oXAalnG:" , 
!4r . ~ . H. Se~1ucck, 'lfho :oade the report , t o e<>:te a Gl1;>ple:-.ent.ul r oport 
t o '/011 . Ito has now rQviewed the Vhl'ious itolliS wi th I1S ani we assuo:e 
th!.t yo11 will receive his l'dpor t concurrently rrith the recei; t of t..'lls 

letter. 

Howovor , in order to rapl,;t to your q11 .. ~ono nnd ln confirmation 
ot qy converant.ion with llr. Clarence F. Smi th or your ofrice , I w.Lll re­
n ew het·ein the 1'8l'ious ite&s an4 the .. ction t.o.kon with re:;>ect to e ech . 

In the r eport there ia ·listed t otul es timated lo::es of 
t6,004,866. 1~ as tollons 

t.OAHS; 
!~,520,6J.J.61 

or thia •ount we ban cbar&ed orr u locn losses ~835 , 782 . 27. 
We ban elSw·Snated tha loa:S cla•s1f1cat1on of t'-4.25,000 in con­
nection with Los Azliel.e:> Subc!1v1e1on r eol e:t.~~e by cilu-ges to 
!xpeliiJe, lie ban truuoterr.d troll Undi•t.W.od Protitz to a 
reaene t or contln&encies e&rllllrl<ed tor the ~poee, tl , OOO, OOO 
to el.ia1.a&te the lou clau1t1cat1on ot tha~ :u>ount in a.r=n 
credite. We ban DOt cbAr&ed off ewxil7 loen }08583 &&INC:"­
t111c 184,.)99.70 Moen" t.bea• it- were onlY tentat inl.Y 
.alttecl u loss .. nth tAe Qlllleni&lldin& that cbar;;eorr •ol114 
be _.. U u..n wa .., et the n41rl enmh•t1oa. 

trr4.,1l•·II)J re~ent!JI& loa• .. olaeai-
ia t.lot prooe•• ot t-1N111'• 

~· ..... ~-' .... .-pl.eteclo I\ Ia­
..... .., ......... l.oN SaU. 

at u. u.. t.be f«eo'orn sale Ia 

Regraded Unclassified



Tb• operat.I.AI ~- trw ~ an b.- to * _ ..... 
&DC1 tbo proc..SUZ.. baa W U. aann-... 

SOliDS AlfD OTHFJ\ SECtJIII'tiW! 

~Jl),OOO ot thU ._t rolatecS to baadtl !a detaalt &114 
aul>-st.&ll4ard aec:ur1t.lea. Tb .. a it.. IMft aU!dMteci 1r 
• cborp to lose .. &114 a corr.3pooUftC r.cmettoo !a book 

~due ot tho aecur1Uaa. The bo'•"c• ot tho clue1t1-
cation, t 2,S:U, 769.Jt rolatecS to dapraal&t1oa, at t.be 

tl.JM ot ..,..t .... tioa, 1D aerta1D lhdtecS StatoN &lid 8aic1pal 

bonds prnl011aq 11r1U&!l up. Bubooeq'*'t to the epefn­

atioD all ot the UDit..d Statoa ao...n-at 'lloada !Doiuded !a 

this cl&as1t1caUoo wra eotd O!ld tha loea clua1t1c&Uoo 

ot t\2, 064,.300 therob)' aUetNtad. Protlt or loao, illcludi.lll 

the r ealization ot t.ha writeup ot tb&ao bonds, • • c laand 

tree tho books at t.h& t.iae ot sale. Tb& r~or ot thU 

l oss class1t1cat1oa, cc!l&iatecS ot tJ.SS,OOO cl.aaa1t1&d u 

deprac1a tion ill certaill INilicipal boDda prarlouaq ~~ritt&A 

* up. Th1a it• •·• reduced to • .381,748 1r a&lea &Dd aaturi­
U es and the balance al.ia111&tecl t.broucb tbo 111'1tootr ot 
t668,S9S.S.3 ot pr•iue. In t.be 0Jtllll1.natilln ot Aacuat .31, 

19.37, the amainar did AOt tal<e 1Dto conaiderat.ioa t.be 

&JOOunta llbJ.cb hNI been set. uida to U>ortUa the poaai..a 
on t.bcso bonda. Since t.be oxaain& Uon thare bo•o boea 
furt.bar roJUlar -r.rlt• offs of the pr• 1UM. In t.he 111'1.teiip 

ot the bcn<b further preaiua wa added to book • lluo &Dd the 

w:riteorr ot t.he proaiu:os bas therefore occoapliab&d the 

olbli.n&tioa ot the l ees elan1t1ca t1oa sot. up in the rapcrt. 
Tbara baa perhaps been aome co..tuaion with roapoet. to t.b1a 

1 t.aa baco.uaa we han referred to t.he writ.aorr ot bond po&ai..a 

aa a •r u ana• . However, t.bia reserve y;hicb i s indicated on 

our lecl&ar aa "J.llowance as ExUJII:II.is~nt. ot Bond ~ ... • 

1a a ftl.uatlon r esern deducted troa t.he book ftl. ... ot tho 

aecur1t.1oa to 11h1cb it. relAtes , so that. it does act.ual.IT 

represent. a write down ot the book • alue ot tbe sacur1t.1ea . 

• Thora 1.s approxiat. teq a •ss,200 cl1tfaroaca bot.wa&!l 
t.b1a !J.curo &Dd Mr. Sadlacu•a aupplaMOt.al r eport 

bacauae he dicl not. taka into cona1clerat.1on t.b& 

pertial aalea 1Dcl1cated b7 compo.riaon ot po:r ..Uua 
o-.nO<l at. A\li\llt. Jl, 19.37 &J>d .Tuq lS, 19.38 1D 
scbaclule or t.heae honda attached to his ropart.. 

BANiCIIIC I!OlJS! 1 

Ao mentioned ill 1111 la~t.ar ot .Tuq 9 •• han cbar1ed ott 
~10,409.50 ot t.bia uaw>t rapraa8Dt.ini the _..,.tiled bal&Dca 

ot a leased pr..Uaa account. . PUrt.hor, - ba,.. ell•t""tecS 

t l22, Jl7 . lS 1r iacreaalftC t.ha !lOt. worth ot t.ha llereb&Dt.e 

Na tional Ra&.l~ Corporo.Uoa. Tba balance ia t.b& clittaroace 
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$1a3,30l.S4 

ta a-=u• wl\la w. U• w ..... eJtw1neted fl62,341.99 
Uu :seta iM ~ or wr1H dota ot book ftl.u. ot tee Jli'Ol'C'­
U.. Ia el1e1MU., tuM 1,_ .. M'ft eotual.l;r takc a 
to. ot 1180,091.68. 'ftlara a ••• tll1"CC properUee 1D 
tdliob \lac lo .. ol.ueificat.ioe wu 12.1,161.55 which w Ia"' 
DOC wri U• otr ~~eca- appNJ..eUe • 4• .W.eq,..ct to tee 
-••UOD 1Dclicate \lac' \lac ftlu. ot tAG proper~S.e 
azceecla our book ftl.. ... a. !bees u-... teel, ebould be 
:n.S.wcl ·~ \lac •n ...,.,,.UOil. 

OTIIIR RISOOBCP I t 98,18J .76 

Tbaes u - .ban all been c.bt.rpd orr. 
f o e-..iae, thare ..-1.ne ot tee lou cleaa1ticat.1on ot 

e6,004, 866.1S, ~ $2110 , ) 79.28 not charcecl ott, aa tollowe1 

Loans 
Real estate 1D process 
OU.er Real !a ta t.e 

" !14,)99.70 
ot forecloll\lrs 174, Sl 8 .0J 

21.161.55 
2110, 379.23 

The uaainer•a eupple~ntal report aboulcl cootino t.h1a aod • ben 7ou !>aYe 
reviewecl these tl~Ures we hope tb&t ws ~ baYS a clearao~e with respect 
to tbia exaa1.nat.1on and an earl,y raYorsblo aoawer on the api)licat.1ons for 
brOJlchea which have app&rentl7 been withheld pe!ll11ni a satiafactoJ7 report 
on the last exaainat.1on. 

CC - Mr. A. P. 01•nn1n1 
CC - llr. 111lli&a Prentiss, Jr. 

Tours ... ..,. tnll,y, 

( ~i&neG ) n . C. Suith 

Rus •oll 0. Sci t!1 
Vice Pratident and Cashier. 
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C.. .... ~-··--···IGA'- 142 
"LXi!IBIT 1" 

•unit o( .Am~ricu 
MAT10lrfAL lf.YN'ol ASSOC1AT10H 

eAN l'"lltANCta CO H&AOOIJAM& ... 

ou_,,.. ...... ~._ .. ,. .. 

Au;;ust 24, 19.)8 

Hor.or~~l~ ~"h,li R. ~iggn 
• ;1.: .. ~ Cor.!)t.rol~ar ot tJ;e Cur:·ency 
":!· ~· ._\.L:,; ~~tze:tt. 
~. ·'1:.-,.w,.,, o. c. 

In tv leH~•· Lo :fO".l ot .Tul;r 2.< T n~vrc .. od tha oct..i.on 
r.!• :•h h3d ~eu ~<>k&n nt.11 r acpect to the loas clasoi£1-
eat.i?n in the .. x=J.nati on report. ot Augu.:t Jl, 19)1. The 
anoun t of l oss clossifiention whi c h hod not. buun chArged 
of f Y,UC 3UJ:'Jnnrlzed on July 22 bG t290, .)'n,23 . 

Thor .. ha vo beon sor.e furt!lor ch:m.~on ninco th!lt date 
.,:tJ 1:l or hyt-.:..: l.. 42, 19.38 t::W, lO:l:J e lca::iti c.a Uon not 
chu-;eJ orr ~s been rurthar rv:!uca1 to C~,S94.l'J nhich 
~ :u_~~i~~:! 33 follo~s: 

Lo' ns 
~!ll £s tr. te l ot.n!l i n tile 

) rQCeSS ot toreclo~ura 
Other O!e>.l Es tate 

1n,?.>s.22 
16.276. 23 

022(),5?4.10 

Thl.l. 1ett~r a to supp1eco4t ~ 1ottar ot .Tuq 22 alld 
to br!.n£ t<.e figures up to d.c t e . I lp,lll'ociot.ed tiM oppart.unJ.ty 
t ., .Uoeus3 t.hJ.s ~~atter • 1t.h you on tho telepbone aad to explAin 
tho ro!l~ONI wiiJ' the abon ito., have not bleo obarlod ott:. :r-· YW7 ~. 

a. o. s..1u. 
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Present 1 

llr. TlQl].or 
Mr. Uphalll 
Kra. ~lot& 

Later: 

llr. D1gga 
Mr. Folger 
Mr. Ire7 

September ~. 1~38 

11:~ a• 

1.43 

Mr. Upballl: You want the bad newt f1rat or the 
good newef 

Hli.Jr: Al.wa:ya the bad f1nt; work up fro• the 
bottom. 

llr. Upham: 11&7 I read 1tl I ban not bad t1IIUI 
t o get the neoeeaar;y oop1aa. I did th1a laet n1.ght. 

tReading Report attached urited (I)) 

,,Jr: (after Upbaa bad oo!lpleted reading): 
that e one 70u aa:r 1a unpleaeantt 

Jlr, Upham: !he bad one 1e IRif own fo.ulat 1one. 

Now I han a progru wb1oh llr. D1gga an:1 Mr. Folger 
bau made up, a progra~a of what tb87 -.nt the Bank to 
do. &hall I g1Te JOU tbat one before I g1Te JOU t he 
bad oneT 

Hli,Jr: You uae 7our judgMnt. 

llfli'U!!hr" !b1a 18 ba4 trOll -r etandpo1nt. You 
won1 t e 111e when I get tb:rougb th1a. I w111 g1n JOil 
the progru t1rat. lo, I will do tb1e. ADd the TU'J 
flret par~ baa a re•rk which 1 -.nt to aaJ, nrr 
IIUOh •• • • 

ll!l.l_r: (Inta~TUPU~~&) ~o operatoM ~ell Folger 
and D!iii""to eta)' 1n tbe1r req .. un ott1oea UlltU 
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one o' olook. 

llr. Upham: I nner go out of IIQ' wq to aay aey­
th1ng to you about Jews, but neither do I ever go out 
of ~ way toavoi d saying anything about Jewa. 

(Reading from Exhibit II , attached. ) 

HK.t£: (Interrupting at end ot firat paragraph. 
Who ia a taJ.kingT 

ll.r. Ta,ylor: GiaruUni aaye t hh. 

144 

Kr. Upham: No. 
of tbe San Franciaoo 

The Chiet National Bank Exaainer 
Dietr1ot tells ae t h ia; day before 

yuterd&y. 

HK.Jr: Th1a ia what Gi a nnini aayaT 

Kr. Upham: No, tb1a 1e what the Chief Bank Examiner 
aaya . 

HK,Jr: But who ia talking about the ' dalllll Jewa ' T 

Kr. Upham: Giannini . 

HK,Jr: Who ia the Cb1e! Examiner! 

Kr. Upham: Prentiae. 

(Reading at root or page 2): ' It 1e pointed out 
that llr. Giann1n1 bragged that he would get rid of the 
former bead of t he Federal Reserve Bank of San Franc1aoo 
and that that official waa removed. It ia point ed out 
that t he new chairman or the Board of the Federal Reserve 
Bank or San Francieoo, appointed by the Board or Governors 
in Washington, ia closely tied in with t b e Tranaamerioa 
group and ba.a been extended uey million dollars or 
credit by the Bank o f Aaerica.• 

Who 1e thia 10l£ilf: (Interrupt ing the reading) 
eaying at 

~! Uphall: Rumor. Goui p. Tbe situation a a i t 
waa to .. when I waa in California and which i e bandied 
abouta the at ree t e of Washi ngton every day. 
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Hll.Jr: What' • the utter wHb that nportt 

Jlr, Mr'''l Well, u• • rq o~la1n1ng and or1t1oh1DC 
other peop e. You onoe told ae that I oould or1t1o1&e 
other nry .. well; I ought to do a l1ttle on 111eelf, And 
I t h1nk thlt1e what 1t 1a. 

Rll,Jr: I tMnk it 1e a good report. 

Ban you 1n1t1aled that? 

Rll,Jr: Well , you bad better do 1t. 

!r, tJM!!I (In1t1aled report) 

~~ I a• glad to get 1t. Mow let'• eee what 
we oa~about 1t, Row, what are the reoo.aendat1onet 

!lr, Upbaal (Reading fro a lllb1b1t III attached.) 

Rll.Jr: Wboee reo0111Mndat 1 on 1e thatt 

Kr , Upbaa: Both Folger and Di.a•· 

Rll.Jr; But they haft not e1gned it~ 

Kr, t!pbu: Do you want t hea to e1gn 1U 

liii!J~ Yu. I aa go1pg t o haft thea 1n before 
one o1o o • 

Kr, llphe•• Don't be too tough on t hea. 

BI'.Jr: L1ehn, fellow! You put thh 1n wr1Uq. 

llr• ypnre: !bat' e tbe1r progru. 

llll...i.r: l u go1~~C to g1n thea a t1• 11a1t to put' 
tbh 1'ftifteot. 

llr· !!Mer: !bat'• thl t~ar4 tb1lll you uU4 tor; 
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liii1Jr: !bat' a right • 

.t.n4 there they eay 'What oan :you do1 1 • 

awer. 
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!Ul,Jr: 'l'he:r oan1 t do thie1 

llr. UphA•: What aan they dol !hey -.:t we tell 
llr. Gi annini to do these th1nge and he ea:re he won't 
and we oan1 t do an:yth1~ ehort of oloa1~ the barit or 
re::tov1ng b.1a bJ citing b.1a to the Federal Reeern Board 
and thet will Juat upeet all the banke on the Coaet a nd 
JOU will haTe a terrible aeee. 

RK.Jr: Ie Prenti ea in town1 

llr . Upham: Yea. or oouree, eaoh o ne talke about 
the other. The three of thn -- a triua.1rate -- and 
eaoh oould out eaoh other's throate. 

RK ,Jr: Thet1 a all rigbt. 

lira . llotz: Don't :you want to t hink about it? 

Kll ,Jr: No; I he•e had plen\1 of time. 

llr. Upham: Well,· it'• partlJ a:r raul%. I should 
han epent t he laet oeuple of aonthl being JOU and run-
1ng the Cosptroller1 a Off1 oe . 

IlK Jr: Bo. I think th1e : I t hink the reapon e1-
b111t~d1.tded between the three of ue . 

(At th1e point: BM,Jr telephoned llr. Prent1ee, 
llr. D1gge and llr. Folger and aeked thea to be 1n t h e 
Seoretary 'e oft1oe in fl•e mlnutee. ) 

This 1e ,.r, alaple. I aa not going to get eao-
tlonal . I aa go1~ to aek thea 1t th1e 1e their ~ 
mendat1on and will they e1gn 1t and e1Jiply e&J,'~ 
right , gentle .. n, I aooept t h e eucgeet1one. lhat ie 
a reasonabl e t1.M to aek J OU to put theee into etreot1 
All right , I aa go1JW to hold :you two people etJ'1otl:r 
aooountable tor 'lfiDI' own reo~nd&t1one w1 tb1n the 
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t1111e l imit you have set. I aa not adding or subtracting. 
I am tlllcing it at r ace value . I aa going to hold you 
strictly reaponeibla to the recommendations.• 

Mr. Upham: The authority reete in the Acting Comp­
troller. 

Hli ,Jr: I will sa)' 1n front or him 1 Elther you are 
the Acting Comptroller or not. Are these your r ecom­
mendat i oneT All right. Will you please sign itT All 
right. Now, gentlemen, what i e a reasonable time to 
aek you t o put t h ese i nto ettectT 1 

14r. ¥¥hami o r couree, that' a the though part or 
1t -- put ing t into errect. 

Hll Jr: Then why have a National Bank ayatamT How 
can I~ t he pos1 tion t .hat i t 1 e an adJunct or the 
Treaaury •. .•. 

Wr. Upham: I agree with you. 

Mr. Taylor: There 1sn1 t anybody in t he Comptroller's 
Office that as any guts. That' s t he whole trouble. 

Hli ,Jr: I know that . 

llr . Taylor: And Jetty never had any guts. llareball 
l>igga has not any guts. And Gue Folger hasn 1 t got any 
guts . That' s the whole trouble with the Comptroller's 
ott1oe. 

llr. Upham: It they had, he llligbt. 

Hli ,Jr: I have b ean fueai ng around and ult1ng tor 
r«J)orta -- t or bow long'! · 

llr. Upham: Began in 19:57. I don' t know Just when. 

You appreciate 
randua ie gossip. 
talk. 

t hat a lot of this etutf 1n my ••*c­
It may or NB)' not be true. It's 

Hll Jr: 
cleaned 

1 
up , 

lar report , 

I am not going to show it. Whan I get this 
I am aalt1ng you offic1all)' to get me a sial­
when I COlliS beclt Tu .. da)' , aa to what reoo.-
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llle ndat1ona the7 ulte in repll'd to Anglo Cal1 t ol'll1a. 
I wa nt a a1a1lar etateMnt on Tuee~. 

1.48 

Mr. Upham: All I know about that h what Prent1u 
tells me. it .. ,. or -., not be true. 

HK Jr: All right. And I am telling the• to keep 
Prenti'ifi:n town unt1l I oo•• baolt Tuee~ and between 
now and Tuea4&7 I want a p1eoe ot paper trom theae two 
same gentlemen what the7 reo011111end ie neoee1ar7 on the 
Angl o C&litorn1a Bank and, I go one etep fUrther, what 
other bank 1n the United 8 tatee; but epeoitioall7 on 
the Anglo Califor nia. 

llr . Upht•: I ulted h1• what othere. 

HK.Jr: WaJDe, are 7ou with • e on thief 

llr. Tglor: (Ro44e4 auent.) Juet a thousand per 
cent! 

(Mr. Diggs and Jolr, Folger oa1111 in at thh point. ) 

HK Jr: Mr. Upham has Juet ginn 111 tb1e memor andwa 
and I w~uld like to know it it expreeaee the opinion ot 
you two gentlemen and, it it doee, whether 7ou would 
both a1gn it. 

l.lr . Digge: That 1 a the one we prepared laet night. 

llr. ·"Folger: (To ltr. Digge) !here wae a little 
change in re-wr1 t1ng the oorreoted COP7• 'fb1e para-
graph 1e t he only change; notb1ng new. 

llll , Jr: Bow would 70u change itt 

llr, Dlgge: No ; Juet a obange einoe I ea111 it . 

Mr. FoJifer: It' e about the earning• record and 
dividends p d einoe 1930. 

Kr• D1gga: Thoee a re the taota. 

HK.Jr: Do you oare to 11111 itt 

l!r• !)1gge; Yee; Yel'7 glad t o. 
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IDl ,Jr: J ow, Jlr, Aot1nC CoiiJ)troller, what do you 
cone1der a reaaonable tise f or you t o aee that tboee 
recommendations are put into tffao'' 
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Mr . D1~e: Well , s ome of it ia going to take oon­
e1derable t me to work out. 

RX ,Jr: I wa nt a time limit • I wa.nt you to t ell 
me 1n eo many 4aya I oan do the following. 

M.r. D1gge: I would Uke to take i t and look at 
1t, beoauee some of it will take a lot of t i me. 

!Dl, Jr: Let ' a take tbe dirtdand one. 

Mr. D1gga: I think he baa already declared it for 
thh year. He bad hie meeting in June and deolared 
1t for the year. J oth1ng oan be done on that until 
next year. 

!Dl,Jr: I don't know whet her you are right or not. 

Mr. UEham: 

Mr. Disga: 

Mr. T!!.):lOr: 

Be declared 1 t t or half a :year. 

Are :you auret 

That would be f or the rest of thia 
calendar year. 

Mr. U2bam: Declared aem1- annuall:r, payable quarterl.7. 

~· FolK!!r: Yea. 

Mr . D1gge: 
pa:y quarterlr. 

He could also declare an annual and 

Hll ,Jr: Can he declare tor the next year toot 

Mr. Diggs: Oh, no. 
quarterly. 

Declare for one rear pqable 

llr Fo~er: Declare in December, pa:yable in May, 
and in:lune~ will declare one in June pa:yable in De­
cember. 

Mr. Digt: And that one haa been declared. 
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Ur. Folger: Probably has. 

!Dl, Jr: How about the Deoeaber onet 

llr. D1ggt: It hae probably been declared. 

Mr. Folger: I would have to eee if it has been 
declared to run past Deoeaber. 

!Dl,Jr: You oan toke it and give it back to me 
Tuesday aorning. I want a tiae table alongside each 
r ecommendation on how long it is going to take uou to 
put each one of the8e thlngs, ot your own recommenda­
tions , into effect. I want to know -- you can list 
thea. You make certain recommendations and I want to 
know 1 Reoommenda tlon #1: will be carried out w1 thln 
80 many days . Reoolll!Dendation #2, and 80 on. 1 

I have been fooling around with thi8 thlng for 
months. We hllve talked about th1B divi dend thlng for 
months and 1t 1 e Just a question of how muoh longer you 
people are going to kid me about it , and you have had 
plenty of time to do thla. There is nothing new in 
th1e. 

150 

Air. DiRJ>:e: The immediate problem I had when I 
came oveP!o get a charge-off in examlnation. llr. 
Sai th , the cashier, wa8 here last week and he has agreed 
practically to $100,000 to $200 , 000, in six aonthe, on 
the charge-etta. That •• done last week. 

!Dl,Jr: Have they been charged offt 

Air. Diggs: They say they have. 

llr. Folger: They 8aid they had. Talking with 
t he Examiner, he said he had been in 400 branches since 
Smith started eaet and found that the Direotor8 had 
been authoriz.ed to charge oft, but some had not actually 
been charged ott. · 

IDl ,Jr: What I am aeking 1B thle: I am ellllplJ 
goi ng to ask thla: here are. the8e reooDUDendat1on8. 
When I get be.ok Tu .. dq I want to k.now, after each one 
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of theee, that 7011 1117 7011 oan ba•e the11 oarr1e4 
out in eo a&n7 d&Js. 
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Jow, the other thing. 'l'bare are certain ohargse 
that ba•e been made againet the Anglo Oal1forn1a Bank, 
I would like to know whether, in 7our opinion, there are 
certain changes whioh ;you want to reoo~~aend in regard 
to the Anglo Cal1forn1a Bank. I want that beeidee. 
lhile ;you are doinc it, 7011 oan put in the nu.~>er of 
day1 whioh it will take to oa1'1'7 out eaoh reoo-ndation. 
And then, third. How .n7 other bank1 are there in u 
preoar1oue a oond1 t1on u Bank of AMrioa il on 70111' 
aa¥ eo and the Auclo Calltorn1a on the eq 10 of gon1pt 
How aan;y othara are there like that1 

And then, I want to see Prent1ee, beoauee Prent1ee 
haa 1nforll8d .. , through Upbaa, that there are oertain 
things he wants to do to olean up hie ott1oe and I want 
to know what the7 are. I got a lot of reepone1b111t1 .. 
and I ougllt not to have to aelt tor an7 of theaa, but 1t 
aeeaa aa though it wae naoesl&r7· 

~· FolgaS: Mr. Prent1n hae aade no rao011111andat1on1 
thatva not aen oarr1e4 out 1n the Coaptroller' 1 Ott1oa. 

fr•Jr: Well, we w1ll get thea 1n wr1t1~ troa h1m. 
Ia w1 llt tor them. 1n wr1t1ng. It 7011 don t 1111nd '117 
eay1ng eo, 7011 ola1m there ie no - I want to f1n4· !lilt 
what reooamendat1ona he alltee to olean out h1e ott1oa and 
mike 1t poee1bla to oa1'1'7 out h1e norn dut7, wb1oh he 
18¥ • he has not been able to do. !hie 11 prett;y eer1oue. 

Yea, I know. We aelted ~ to ulte 
on h 1e personnel out there. 

Mr. Folge{: He ea1d the7 were not oo111Plete4 and woul.d 
bring them in h1a morning and the;y are not 1n 7et. 

HK,Jr: Will ;you allt h1a tor h1e reoommendat1one 
and then m&7 I aee a oop7 of themt and &1110 the number 
ot da;ye it take to 0&1'1'7 out thoeet 

How aan7 ot 70ur lat1onal llank Euainere baft reooa­
•n4attone the7 would l lU 'o aaket 
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Ur. Folger: There 1e one or two men, Mr. Secretary. 

HK. Jr: Let1 e get them cleaned up now. I don't 
want to s1t here and feel there ie a lot ot atutt here 
that may blew up under~ teet. It1 e not m7 responsi­
bility. It's your reepona1bility and 1t1 e Just a queetion 
ot who is the Comptroller ot t he Currenoy, you or Mr. 
Gi anni ni . It' a your queeti on. It1 s been this way 
and , as tar as I am oonoerned, I want to know and within 
a very short t1me. 

Nr. Diggs: There are some ot those things that 
are go1ng to take some t1me to do. 

Hll Jr: And I am t elling you now that I am asking 
El:cer I~ey to make an investigation ot oharges that han· 
been brought totlle ot llr. Roberta ' pol1tfieal aotiv1ty 
and I want every oooperation given Mr. Irey to run that 
down to the l1m1t ot Just what Mr. Robert a did. I want 
every cooperation. 

It there ie anything else that ie around on any \ 
other bank that emelle as bad as th1a does • • ••• 

llr. Folger: No , we don't have any other 111-.e the 
Bank or AIBer1oa. 

HK,Jr: What about the Anglo Cal1 t orn1& Bank? 

Ur. Folger: It 1 e not a very good situat ion either. 
Quite dltterent trom the Bank ot America. 

HM,Jr: You people both know, under the law and 
under your oaths and legal responeibilit1ss, 1t' s your 
respons i bility and my interest 1n this is, as tar as I 
know I don't have any responsibility; I am taking it 
on gratuitously, because I am interested in t he welfare 
at t he people ot America, the depositors, and anything 
that either ot you have got you had better give it to 
me voluntarily beoa~ I w111 get it anyway. I am not 
going to tool around. I have waited and welted and 
wa1 ted and 1 t 1e always what llr. G1annlni and llr. 811.1 th 
and llr. Cobb, bla attorney -- alwaye what they reoo11111end 
or what they want . But I am putting you on not1oe Juet 
what I am going to do and I aa going t o the botto• ot 
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this and I am not going to t ool around. 
very , very patient. 

I have been 

So if I could have a report on time limit on 
Tuesday a nd I would like to have a report on what is 
the ma t ter with t he Anglo California Bank a.nd t here 
are any other banks or anything else -- because I 
don't l i ke t o get reports that the Comptroller or the 
Currency is seemingly not carrying on h1s dut ies. 
So I will see you again , let ' s fix a time on Tuesday . 
Wayne, are you in complete a ccord with me on this? 

J.lr. T8,Ylor: Yes. 

H»,Jr: Entirely? 

Ur. Tavlor: Yes. 

KM ,J r : Anything you want to addt 

Mr. Tayl or: No. 

KU ,Jr: Going at it righ t? 

!Jr. Taylor: Only way you can go at 1t because 
tnat Coas t s ituat ion apparently rune itself. 
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Ha,Jr: You know, on t he chart, the Comptroller or 
t he Currency is placed under you. 

Kr. Taylor: Yes. 

HU, Jr: Supposing we say 11 o ' clock TuesdaY. 

And I might add t hat telling t he Bank or Aoerioa 
that I am t he person hol ding up t heir charters does 
not help the situati on at all; does not help matters 
a bi t, because I have not held up anything t hat you 
have recommended in wr1tlng. Nothing! 

I mi ght also add that what t hey are sayi ng here, 
from the standpoint or the depoo1 t ore and stockhol ders 
l n t hese r espective banks, naturally is filled with 
dynamite and, as rar as t his room, 1t 1s 1n strictest 
confi dence. Ir there are any leaks lt will be from 
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the Comptroller's Office. 
office. There will not be 
Magazine from this ott1oe. 

It will not be from th1e 
anythire in t he Bankers' 
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llr. Diggs: You don't think there will be anything 
1n the Bankers Magazine trom our ottioel 

HU,Jr: There always has been. I am Just in­
quiring. I reel t he responsibi lity and nobody gives 
me -- nobody tells me ta1ry t allr.ee because I am beyond 
that s t age , but llr. Tqlor, llr. Upham and I are t aking 
this responsibi lity t o r the President, so i n order to 
keep th1e thing -- we are Just not going to take any 
more excuses. I just am not goi re to do it. It1 e 
too serious. I am s i olr. and tired ot being told,whenenr 
I raise the dividend quest i on, it has always been de­
clared tor six months. 

I t that is your recommendation, t here is a cut -off 
time so~time and I want to know when and I want t o lr.now 
what you f ellows are going to do and I want to lr.now, as far 
as California is concerned, who ia t he Comptroller of the 
Currency. And I don ' t want to be t he Comptroller of the 
Currency or the O:t11d National Bank Examiner or the Examiner 
tor the California district. All right, gentlemen. 

(~r. Di ggs a nd Ur. Folger lett the Secretary's office.) 

Hll,Jr I ;tuet wanted to bri ng you i n to t his extent·, 
Wayne t is there. I Joked about it being on the 
chart, but it is t here. 

l!r. U~: You have been depending on ae to have 
something · I tell down on you bot h. 

lotr. To.Ylor: Not a bit. 
wit h a bad man. 

You can't do business 

lW JJ: What I am doing i s th18 • ; when I first went to 
~President, months ago, put him on notice on this 
thing. Jetty is around and he want e this Job. This 
fallow ia here and Jett is atill pushing me plenty. 

llr. Tylor: Neither one ia qua11t1ed tor the poet. 

!Ill Jr: Hobo~ h goi ng to put a report under ~ 
noaa i'iifi:et the sun aet on 1t. That 1 

• a:r poll Of· 
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Mrs. Klot~: I don't think these bore can do any­
thing. 
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HM Jr: I oan remove the Acting Comptroller and, 
pend1ng

1
the Preeldent ' e decieion, ~thought is to ~ke 

Clue Folger Acting Comptroller. You can think i t ore r . 

Mr. Taxlor: He hasn' t got any guts either. 

HU,Jr: Well, t hink i t over. 

Ur. Upham: I meant to say one other th1ng when I 
came in and be forgiven i n advance. There are Just 
t wo things that have happened i n the yeare I have been 
here that have taken the heart out ot me tremendously. 
The first one was the appoi ntment ot Diggs and Oppegard 
aa Deputy Comptrollers and your statement , the other 
day, that you would be delighted to have Jetty back. 

HU,Jr: We are both being tranlt and I will be 
frank , because I put the heat on you. I have been 
gone two 1u onths, but everything you brought to me you 
could have brought to Taylor ' s attention whi le I was 
gone. Let ' s all be honest , and while I VIa& gone and 
while he was in full charge , and I had to put the heat 
on you in order to ge t i t . So ~et 1 e be 1~ honest . 

Ur. Upham: I _accept that 1~. 

HU,Jr: Aa long as we are all being very frank, 
But no reason why I should always have to put the heat 
on in order to get a t hing and if you had handed that 
to Taylor , it woul d have been his responsibility and 
he would have had a couple of months to tool wi th it. 
If I were in Diggs ' place - - why is Norgenthau ao sud­
denlJ deoided; It must be because O' Connor 1s 1n town. 
But 1t i sn' t. I knew it was happen.ing. Nothing done 
and a counle ot months wil l r oll around. I don' t k now 
what SEC ba. done with Bank of American 11 tuft • I may 
be a little self -righteous. 

Mr. Upham: I haven' t a thing to eay • 

HK.J r: All r i ght. So that ' a that. 
we can say those thlnge to each other. 

But tortunatel)' 
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~· TuloM I oerta1n11 would l1ke to Jo1D 'Ill th 
Or tiiA tbe wo blgg .. t ahtakea 7ou oould lllllte would 
be to appoint either O'Connor or Dille to that Job. 
In thh report, the Upbaa report, ba .. d on aot1on of 
t he Oo~troller'a off1oe, 1ou haYe fiYe 7eara of O'Connor 
in there. 

Hll,Jr: '!'bat pentrated. 

llr. Uphem: He doean' t haYe time. 

Kr, TAYlor: Reither one of t h ea be.Ye tiae. 

Krf• n otf: Yea, but will th1a bo7 now go baok 
and do t -0 Connort 

Kr. TAYl or: I don 't t hlnk ao. 

l:tJ~ It' e like thle tel low, Kika I goa, ln Chicago. 
No" t baa broke w1 t h t he orowd, I u nderstand he' a 
going baolt to what he -• 20 7eara ago and beoome a Proa­
ooutlng Attorne7. 

(At th1a point llr. Ire7 oa• 1n•) 

Elmer, I Juet told the Aot1ng Co,troller of the 
Ourreno7 , llr. llaraball Digga, and Kr. olg e.r, Ohler Bank 
Examiner, that I •• aaltlng J OU t o ll&lte a ooapl ete in­
vesti gation of tba aot1Y1t1ea of Mr. Robe rta, Ohlet Bank 
ExaQi ner t o r Nee York, .no olroul ated a petition for the 
r anoainati on of Mr. D1gga t o r peraanent Coaptroller of 
the Ourreno7. low, t here la one piece of paper whlc h 
I got, whloh llr. D1gga aaked • t o ... ; be dld not han 
a COPJ• 'l'ba point 1a I want that and I -.nt all the 
t el egra• tumed oYer to llr. Ire7 to aee, and I thlnlt 
t he but thing to do 1a t o atart w1 th Mr. Roberta and 
aalt h1a 'How did JOU happen t o atart thla o&~~paign tor 
llr. Dtcgat•. 

t h e7 t~~_: 
llr. Uphp: I don 1 t thl nltJ..,...... that Roberta. 

r•Jf: I told Digg .. and I told Folger that I espeot 
thea g ye 70u eYel'J cooperation. .ad the7 haYe 
thoae telecraaa plua a letter whioh be oiroularised. 

low, for J OUr information, J, F, T, 0 1Connor '-11• 
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me that this campaign started wbils he wae in office. 
He also tdld me that Mr. Cobb , the attorney for the 
Bank of America, called up Kr . Prentiee on the tele­
phone while Prentiss waa attending a convention at 
Salt Lake City, Prentiss being Chief Bank Examiner 
f or California, and asked Prentiu wby he, Prentiee, 
was not doing more to help get in telegrams and Cobb 
aa1d, 'Now, I Juat want you to understand that D1gga 
knows nothing about thia, 1 

-- th1e 1a i111portant -- and 
hung up . Whereupon Prentiae aeked that the telephone 
call be traced and Cobb was talking from t he home of 
11arahall D1gge. 

Now, Prentiaa ia in town and O' Connor ia in tawn. 
They are both in town. Now, you oan get somebody to 
look up the statute on what a Chief Bank Examiner can 
or cannot do poll tic ally, but there are from 5,000 to 
10,000 telegrams came in here. 

I have told them I am going to do this and expect 
them t o give you full cooperation. 

Now~ you (Taylor) want t o add anythi rg between 
now and Tuesday? 

15? 

Kr. Tylor: No. I think t his Anglo California 
thing, I understand the report on the Anglo California 
Bank on which the recOliDendations are baaed, is due 
here sometime next week or eo 1 and t hey feel they ought 
t o olean up to Anglo California. At least Prentiss 
cloea. This 1e second hand t o ,.., He thinks they ought 
to olean up that situation before they clean up the Bank 
of America one. I think t here may be something in that . 

IQ(,Jr: Prentiaa is staying here until TueadaTT 

Mr. Upham: Yes. 
than th&t, He wants 
la cleaned up. 

I think he will be here longer 
to stay until the Anglo California 

HK,Jt: You (Upham) haven' t anything ae iiiiPOrtant 
to do e hie. Thie ie number one. 

Oy, you have done a good Job. I aa tickled to 
death alld we will eee thie thing thro\18h together. 

oOo-oOo 

Regraded Unclassified



CCHIBU I. 

September 9, 19~8 

ror th~ -::ocretRry : 

I h~ve t aken all of the reports of examination of the 

~ J< of America, N. T . & S .A • of San Francisco made s!.nce 
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its reopenin& ln 19~3 and made a hasty survey or the cri t 1-

cls:s ~de by t he examiner. ~any of these cr1t1c1s~ re~ch 

bsc tnto examinations made prior to t he banking holida:y 

a~ ell . You a r e perhaps familiar with the fact that t here 

•~= consld rable opinion to t he effect t hat the Bank of 

America v~s not i n proper shape to be r eopened in 1933 . 

Ono imnorto.nt reason for i ts being reopened was the adverse 

rtoct on Pacific Coast banking 1n genero.l t ha t would !cave 

re: l ted from nny other course . There was talk at t hat 

t1co of efforts being wAde to improve t he condition of 

Si nce t he bank r eopened it has been examined ten 

t' .es b)' t he Office of t he Comptroller of t he Currenc)' • 

In ~ac . of t hese examination reports the aame criticisma 

are made and the same recommended corrections ~ndicated 

by t he examiner. some of them are of major import ance nnd 

some of them o.re minor matt ers. 
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nunnine through every report a inc a the reopening, 

t 0 1~ nn been criticism of t he axcesoive and steadily 

jcrcoein dividends t hat have been decl~red by the bank . 

T er AVO beon suggestions tha t ?erhape on a strict 

l: t~e dividond \'ISS illegs.lly declared. This was 

e.cu od 1n t ho early years because the dividends, go ing 

lar..,el:; :o t!lo !)rincipal stockholder, Transe.cerica 

Corpor,.t lor. , ;,ere utaized for a reduction in the debts 

or t.nt Cor~orotion end its affili ates to the bank. 

uL is ~rnctice was soon abandoned, and there are 

ov l onocs of transactions ..t.lch are in effect d ividends 

to Transamerio al t hough not declared ae such and not 

nnoe~rlnc as such . Regu l arly and repeatedly the examiner 

l~s reco~ended tr~t all earni ngs be d evoted to ,the 

llrlnation of undes i rable and illegal assets . I.n the 

exr. l .•&tlon t!-~t ended 1n August, l e37, the examiner 

• a.i.r. stressed t :1:.S point and stated that a fUrthe r 

crease in the d ividend was believed to be in conte~-

l• tlon . 

The dividends have actually been increased steadily 

f rom n rote ot 4 . 5% in ~3 to 7 . 5; in 1934, to 12~ 1n 
I 

1.59 

1C~6 , to 16% in 1936, to 1? . 6% for the first half of 193?, 

to 19 . ~ ror the second half of 1937 and continuing at 

1" . 2 to <late . 
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rro~ the begi nning there have been criticisms of 

the excessive amounts of loans for account of Traneamerica 

corporat i on and its affiliat es . Thia larse line has been 

constantly cr1~1aed as in continued violation of 

S•ction 23(a) of the Federal Reserve Act . 

The re haa been continued criticism of the contract 

rel•t1onsh 1pa with affiliates of Trans~erica Corporat ion 

r .o1-eby aasets which would be classi!ied as •othe r real 

~stRto" are disgui sed as loans. The cont ract entered into 

wit!! t hose af!1liates is of such a character that the real 

.,ownership of assets does not pass to tho affil iate but 

remains with the bank. 

160 
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Thoro has been continued criticism of the disproporti~ate . . 
investment 1n real estate l oans and a steady increase in 

tlleeal r ea l estate loans and 1n illeeal acquisition of 

real estate 1n connection particularly with the purchase 

of banks to be converted int o branches. 

There has been continued criticism of the so- called 

Jerran credits t ha t are 1n the bank and Mr. Giannini agreed 

in 1936 that ' l mil lion sh~uld be charged off a.t each semi­

annual examinat i on. Later he r efused to honor that agree­

ment and the charge- offs are at l east t l million behind 

schedule at tha present time . 
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In 1g~~ after agreeing to charge ott looaea on real 

oet•te l oans aa appraised by •ia own otticera, Mr . Giannini 

r~ruood to do so and insisted upon the establishment or 

a reserve instead. 

In 1g~4 t he Executive Committee ot t he bank agreed 

to furnish to tho Cocptrolle r 1n the n.:- future a definite 

?ro~rac tor effecting correction or the examiner's criti­

e1ac:.s . I find no record or any such progl'8l:l having been 

furnished . 

Tb~re has been repeated critio1am of t he large line 

t o A. o. Stewart, now chaiman or t he board or the 

Federal Reserve Bank of San Francisco. f"During the second 

examination in 1g34 Mr. ~iannini refuaed ·to concu r on 

losses aereed to by other officers or t he bank. 

There tns been repeated criticism of t he practice 

of t he bank "writing up" Qovern~~:ent bonds and otl::er 

1nvest=ent securities . 

'!'he annual c.eeting of t he bank 1n 1g~4 was held 

d th 1684 shares represented out or a to tal of ~ million 

outstanding. 

A statement repeated in several of t he examination& 

1e tha t t here baa been •no verification or the liabllltiee 
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due to t~e ineffectiveness of the same in a far-f l ung 

branch system, nor were account s between the branohea 

ond ~lte head offic e reconciled. " 

T;,rouchout the examiner ' s criticism there appears 

tho warni ng over and over again t hat t h ia or that •must 

~e otoppocS. • :::ut t r.e re is no atop . 

r.~e re 1s repeated crit i cism of loana a, ainst the 

~toe'· of 'rrans&.::lerica Corporation. 

In one or two examinations t here have been evidences 

ot a certain det;r ee of reasonable ness on the part of the 

bank ' a officials and some d i sposition to oooperate . This 

1.62 

1e narticularly noted i n the examination which was com­

nl•tod in J.:ay , 1935. Since t hat time friction hu increased. 

~ere seems to be very little available 1n the files 

of tre Office of t he Comptroller of t ho Currency 1n the 

way or correspondence with t he Bank of America or memoranda 

of conversations with its officers in r eeard to the 

exru:: iner 's critic isma. 

On J anuary :n, 1938 Nr . Giannini and llr . Fol ger !">..ad 

a long conversat i on in Wash i ngton. The ma i n important 

criticisms of the bank were p reaented t o l~r. Gi annini but 

appar ently only arguments aga inst t he validity of such 

crit icisms were eli cited from him. Appar ently no p rogress 

ns - ade . 
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On September 1, 1938 t he Cashier of the bank, 

1r . !luuell o . Smith, had a oonterenoe ln .. aahlngt on wit h 

l'r . J"'l._er . !Jr. Folger went over ac n1n with Mr . Smith 

,0 tl o ~arne material that he had gone over wit h J.lr. 

1<~n1n1 previously . Apparently Mr . Smith ' s only interest 

•es ln aoc ring approval of pending app l icati ons tor 

br<~nc pet,lts. lleither h e nor Mr. Giannini appeared 

to h•ve any comprehension of or concern about t he condi­

tion or the bank. 

I find no record ot act i on taken by t he Comptroller 

of t he Currency or the Acting Comptroller ot the Currency 

during t his entire period. 

ooOoo 
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IDTII! II 

September 8 , 19~8 

For the s eoretarx: 

l~r . Ghnn1n1 has a new detenaa, I am told, to back up 

hi s claim that he 1e being persecuted by the otticiala ot 

the national banking system. He now says ·~don't you 

do s omething about those damned Jaws down the street? 

Their ba nk 1a in a lot worse condition than mine. • 

lie raters to the Anglo California National Bank, 

wh ich 1s operated by the Fle1shhackera. It appears tbat 

the Anglo CaUromia baa extended linea ot several mil­

lions of dollars to the Fleishhacker brothers without the 

knowledge of the board of directors of the bank. Crit1-

c1ama by nnt1onal bank examiners and demands that the 

board of directors be informed or the situation are met 

wit h the reply that the entire board or directors would 

redgn it t hey knew the facts. I understand that the . . 
chief examiner in San Francisco baa recently told the 

Fleisbhackers that unless they inform their own board ot 

direc t ors, he will call a meeting ot the board h1maelt and 

read t he report of examination to them. The situation in 

t h is bank is thought to be more fraught with poaa1b1lit1ea 

or imminent danger than even that or the Bank or America . 
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~:a s ituat ion reveals t he ch aoe of fact and gossip, 

rtJC•or and suspicion wh ich at the present time permeates 

tho b~nlrinc; s itua tion in California, po.rt i cularly, m d to 

n looser degree t h roughout the country . Ba.v does l~r . 

! 1.n1n1 \!no.., mot the facts are with respect to t he 

• • lo ::d1forni n :lank 1f its own directors do not know? 

ow do ot. or peo~le up and down t ho Coast know about t he 

tit t1on 1n t hose two banks? It has l one. been a co=on 

r or ;n ::allforn1a. that l>!r . Giannini owns th e ~ederal 

~ ~~rv~ ~nk of San Fr a ncisco ; and because h e has a 

,.;orl!!nf, n rar.e;.emcnt r.ith t he Eccles group to >re ep out of 

ttnh nod Idnho, has an infl uence with t he Fodcrnl fieserve 

o I'll l n .. nshington; and because of his political activity 

s nn 'nfl~ence wit h the Office of the C~mptroller of the 

rro~cy and the Federal : e poait Insurance Corporat i on, 

.u w!th one of the Pr eald ent •a secretaries . It is 

:l>ntod out that :·r . G1annin1 braeged that he woul o ge t 

T~d or the foroe r head of the Federal R~serve Eank of 

n .rL .cisco and that that offic ial r.as reooved . It is 

o1•t~d out that the ne~ chairman of the board of t he 

• •l" 1 R aorve Sank of San Franc1coo , nppointed by the 
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eoard of Governors 1n Washington, i s c losely tied 1n with 

the t•ransamerica group and baa been extended man:r million 

dolln~e of credit by the Ba nk of America. It i s commonl:r 

rosaiped up and down California that Mr. Giannin i has defied 

the comptroller of the Currenc:r and baa refused to do what 

they del:l&nSof h im and seems to be 1n every wa:r on top 1n 

the contest . It 1s his boast that he bas bad national ban.k 

exa •iners removed and transfer red when t he:r were too criti­

CAl of h i s ope rations . Bank examiners are said to be 

reluctant to see copies of thei r examinat i ons go to t he 

Federa l Reserve Bank of San Francisco because they appear 

to f eel that whateve r t he chairman of the board of that 

Benk knows about other banks in California , Mr . Giannini 

...tll soon 'f ind out . 

l' r. Russell Smi th, the Cashier of the Bank of AJT.erica , 

ae in to see me one day last week. Be said that he had 

bee~ 1nfo~ed by ~r . Di ggs t he applications of that Bank 

for branches were being held up b)' the Secretary of the 

Tr 3aaury . ~r . Smith professed to be~1eve that the Secretary 

ot t he Treasury mi ght consult me with respect to the appl i ca­

tions and Mr . Smith t~ld me t hat he woul d appreciate it 

vory much if I would make a favorable report. Be sa 1d t hat 

they had met all the demands made upon them by the Comptrol ler 
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of the currency and he thought that they ought to be given 

consideration in the matter or tho branches. The Chief 

11~t1onal ET.aminer, on the other hand, told me that the 

sank of Amer ica has done substantially noth ing to compl y 

wi t 't tH sugses tions made by his Offic e and that the 

statesonta ~~de by the Cashier of tho Ba.nk with respect 

to s~e of the minor matters aro not borne out by the 

fsc ts . 

The situation with respect to tho Bank of America 

as I ~eo it i s that 

(1) The number of their branches and tho, 

complexity of t heir atfiliatmintor­

relationships is such that it is next 

to impossible for examiners to ascertain 

tho facts . 

(2) The situa tion has been dealt with with 

such a lack of insis tent and continued 

firmness over so long a period that 

an effective reversal of policy ia now 

extremely d ifficult . 

(3) The who l e attitude of tho head of the 

bank is one of refusing to admit that 

any kind of criticism ia justified and 
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or resis ting an~ change auggeated b~ 

exami ners and or r e fus ing to meet fact a 

head on, but instead i s one or drawing 

red herri ngs acrose t he trail, going orr 

on i r r elevant tanconta , and making the 

ott- r epeat ed sta tement t hat "You can 

have the damned bank and run it yourself . • 

(4) Inadequate aut hority short or very extre~e 

measures for the Comptrol l er to deal wit h 

a recalcitrant banke r who retuaee outright 

to pay an~ attent i on to the cri tic i sms or 

bank examiners. 

1.68 

On tho othe r hand, t here ar e t hose ~ho point out tha t 

•·r . "1annin1, as pom aps no other banker in the country, 

ls, on tho r ace or t h i ngs at l east , oper a t ing his bank 

• lo~ . ow Loa l l i nes . 3e point s to a record of coo?eration 

1~ t he prorrnm or the ?adoral Hous ing Admi nistrati on that 

is 01 tatanding. 3e makes much of t he rnct that his bank 

is l ibera l 1n its l ending policy . He point s t o his lar Ee 

~u rchaoe s of Government securit 1ee . He ins is ts t hat he is 

olnc the t~lncs 1n his bank tha t the Chairman or the Board 

of ~overnora of t he Federal Rese rvo System and the Chairman 

of the Reconstruction Finance Corporation urge banks to do . 
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It is di fficult for national bank examiners to have 

•n'J influence with the banks t hey e xamine vnless they get 

b•ck l n< nnd support f rom .las hington . "lhen their compl aints 

r~out the ac t ions of nat i ona l bank examiners n1ade t o bank­

in• officials i n Ta s h ington are met with cordial l etters 

or &£recc ont with the banker as a gainst t he examiner, it 

l~&ds toward discouragement . That se~~ to ha ve happened 

of recent years with inc reas ing f requency . Two or three 

1nterootln6 cases have come to my attent ion. 
r 

T .ere is o fair ly general breakdown of r.~o rsle t hrough-

o~ t the nationo.l bo.nk examining s ys tem by reason of rumors 

~s to hat hnppened in t he San Frnnc1sco Di strict and 

'at io so. id. to be t.appening now 1n the Dalles Dis trict . 

It is cor:r.only reported t hat the California District was 

filled ~p with inadecuate and incompetent oxnminers, 

ot ~rs beine transferred out of the Diotrict . Tbe "ct ief 

~x"riner or that District tells ne tb&t t here are s1x 

·~·~~nora who ought to be t ired ~edtntely. At least one 

or t .er.: 1s a ch ronic d runk and has cashed checks upon banks 

to is examining without having funds on dooosit th ere . 

Instead or reporting these matters to the Chief Nationa l 

ennk Examiner or to the Acting Comptroller of the Currency, 
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the Twelfth District ch1e~ took the matters up with a 

candidate for Governor ot California because they bad 

boon orig inally appointed to thei r positions by him. 

He nas asked to try to work the situation out and to 

Live thom another sixty daya for a chance to make good. 

I s-ther from a long conversation with the chief 

1n the Twelfth District that be teela the situation out 

the re ia verr critical, that be is doing his beat to 

cloan it up in honest fashion but that t hey must have 

backing and support tram Washington. He feela that it 

would be a mistake to put in as Comptroller or to leave 

in ao Acting Comptroller anyone who ia connected with 

Cal1!'orn1.a politics or connected with t hoae who are con­

nected with Cal 1torn1a politics . He professes to be 

vory much heartened by the rumor that the Secretary ot 

the Treasury 1a tak:1ng a d irect hand in the aclloiniatration 

or the Office ot the Comptroller; to have been d1aturbed, 

as have many others, in the several but persistent ru:ors 

that t he Secretary ot the Treasury ia soon to resign, and 

urges that an Acting Comptroller be eppointed who will 

cooperate with the secretary of the Treasury in cleaning 

'JP the sit ua t1on. 
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That feel ing of uncertainty aa to what lies ahead 

seems t o be very general among national bank examiners . 

Arter all, they are , from the Chief llational Bank 

Ex~incr down, responsible to the Comptroller or the 

currency and removable by him. It is a little risky 

to place full trust and confidence in a Secretary of 

the Treasury who, so far as they are able to guess froo 

current rumors, ~Y not be long 1n t he position to 

~rotect thee- - i n any e vent they f eel probably not beyond 

1940 . 

The Office needs a Comptroller who does not have 

90l1tical ambitions , •1ho does not want to build up a 

'!l•rsonal f ollowing or make the offi ce n refuge f or his 

frio nda, or an Acting Comptroller who does not have 

aobit lons to be Comptroller or to cai n ot her polit ical 

advantage , but who both are willing to devote 48 hours 
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a day to hard work 1n making the supervision of national. 

banks outstanding 1n ita excellence. The tough j ob of 

reor0anizing the work of t he Bureau presents a real 

opportunity . Unless it is done and done promptly, serious 

reflections are going t o be cast on the Office of t he 

Comptroller and upon t he Office of the s ecretary of t he 

Treasury as well . 

ooOoo 
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SeJ~Waber •• 19)8 

1 ~ to be follow! b)' Balik ot bc'tca, I&Uom.l Trlult It Senap 

loaoci&tion, San i'l'aociaeo, CelJ.torlll.a • 

•••••• 

1. 'ftle di<ridend rata ot 19.:1$ ebould be ....m..oc1 to an alliN&1 

rate nat axcaadiug ~. 

Tbe laat report ot aliUiimtiDn ot the b&Dk eo.. a ratio 

1.?2 

o! ~1 of eCilnd capital to tl2.79 dapoeite. hrtb......,.., tha b&Dk ia 
c&rr')'iug in ita aaaete a Y&r7 larp concentration ot 111&1>17 IUidNirabla 

obligations represented b)' loans and contracts to TreDHMrica Corpora­

tion am ita a!filiatea UOIIDtiDg to f74,000,000, which UOWit 1ncludea 
a pproximtal 7 $41,000,000 Wll&tiafactorT contracts of the Calitorlll.a 
Lande, Inc . am the Capital Coapo.QT, wbicb act~ r&!W'&&&ot othar real 
estate acqllir..S b)' the b&Dk at tbo tiM oL toracl.oeura oL IIOI'tpcae. 

'ftle ballk also carri e• 1n ita uaete t6,ooo,ooo ot O.rw.n credit& 

am ,,_roW> other 1 tne ot axtr-17 doubtful ..alue. 

The reports allow tb& traa 19.30 to J'UM .30 or tbia 7Mr incluel'J&, 
the net earniop ot tbe lank UOWited to $47,285,01.6. 74 and duri.lll th11 
perioc! t he benlt paid out in di<ride..U $47,400,000 and the racon!a oboe the 

dlndend rata paid b)' tbe belllt a1nce 19.3.3 baa bMn ~e..S aecb 78U traa 

a rate or 4.~ to 19.:1$. 

The rocluction in the dindend rata u outllll8d &bo'J& would ct-ra 
the bank an additio..U. uouot ot t.6,6oo,OOO eomwll7 tor the p~rpoae ot 
t llainatlug 1o•ea and reduci ug the book ftlue or aaaate oL llllkr-.. or 
quest ionable ftlue and in addition to 1Jlpro'l1.ug tbe aaeat condition ot tba 
insti tution '11.11 aern to increase ita rati o ot aound capital to dtpoaita . 

2. Loaaaa oett.ated b)' the natioll&l b&llk aaatnera at tba tiM of 
tacb oelli-allllll&l eumlnation are to be oharcocl ott proaptl7 upon receipt 
ot reporte. 

'ftla bad: '11.11 be furdiobed with a COPT ot the ...,..n ol U 

aannation within a tn dolT• .-.., aJIII'OXlllatllT f'),OOO, OOO eettaW 
looaaa • 

.3. The practice of tranaferrinl the b&llk' • otb• real .. tete to 
U.. Calitorlll.a t.nda, Ina. and Oapital eo.peQT &Ill ..-ututllll -atozo 

the tara ot contract 1n - at tb1a taa llllooll4 be .u-u..a. 
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n 1e WllerBtood tbat the baDic bao in tba recent put cbancecl 

the contract s which it accepte tr011 both ot the compo.Diee aued, wbicb 
new prodde tblt the title to the real utate wUl reMin in the nue ot 
t~e bank; no down pqment to be ..O.e; no ~eente to be oude within tho 

t trst two ,.eore; ~ to be paid amnal.l,- thereafter; tho hank paTine 
the taxes and ineurance and i t is not belieTed, therefore, to he a bo,. 

tide sale bT tho bank of ita oU.r real 11tate. 

Tho be& also carri ee in i t a honda and securities account 

1.73 

stock of t ho Marebanta llational Realty Corporation, in the aeount ot 
H9,332,000, which includee approrleatel T 16,000,000 of ott.r real eetato , 
which should be eli.a1nated tr .. the account and jr(lperl,- abown aa o.tber 

real estate. 

AI tba re...Ut o r eucb WD1Sual and objectionoble practices the 

benk carr ies on ito books and reports in ita published reports ot 
condit ion approximately S2,000,000 in other real estate, wben as a eatter 
of tact i t baa a pproxialataly S49,000,000 in oth.,.. real aatata . Tbi.e con­

di t i on is eauaecl largel T bT the fol'll of contract accepted rroa the co ... 

!*Dies ret erred to. 

In add i t i on to correctl.Jig tblao exiat l.Jig ioatt.ere , care abould be 

exercised by t he mnage11ent in the future to carry aeeete on ita hooks 

in t he proper account in order that published reports or condition •:r 
be correct. 

/, . There ellould he Yer;r UtUe, 1f au,:r, turther expo.ne~ ~· ~r , 
thia hank bT way of eetabl1ab1nit additional lrancbee until t~Pt~}J'oJ 
baa been ... t erlally iepro•ed. :· . jA 

~ 
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Sept .. ber 12, 1888 

In the middle of the a.tternoon Mr. Morgenthau called 

111
e on the telephone from the term and aaked ae to arrange 

tor mJSelt and Mr. Prent1aa to ba at hia houae at 8 :~ p.m. 

Shortl:r arter the Secretarr's telephone conversation 

with,.., Jlr, Diggs 1nto~d .. that the:r had ascertained 

b:r telephone to san Pra.nelaeo that the board or directors 

or the Bank ot America, !I . T. & s • .t.. 1a meet1ng toaorrow 

a.nd that the chances are the:r will declare a dividend tor 

the second half of 19Z8. Be and Jlr, Folger were preparing 

a wire to the examiner 1n Loa .t.ngelea, where the meeting 

ia to be held with respect to dividend action. Be suggested 

that I take a oop:r and ahow it to the Seoretarr. which I 

did. 

lurauant to the request ot the Seoretarr and h1a tela­

phone conversation, I aakad Jlr, Cairna to be prepared to­

JIIOrrow morning with a aeaorandua ae to whether or not the 

Secretar:r could ehow confidential Wo~t1on on the 

Ottioe ot the Comptroller to aen auoh aa Tom ~. Saith, 

Jett Coolidge and Robert M. Ban••· 

1?4 
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I &lao informed llr . Cairne that 1 thought the s e creta1"7 

IOight want in the morning a memorandua on the aut horit ;r, 1t 

any, ot the Comptroller ot the Cur reno;r or the Seoretarr ot 

the Treaaurr to prevent a national bank from declaring or 

paying a dividend. 

About qUarter ot six Mr. D1gga ahowed me the proposed 

telegram whioh he had prepared tor tranaaiaaion to the 

examiner 1n Loa angeles . I told h1a that I thought 1t 

might be made a good deal stronger. 

When I showed the telegram to llr. llorgenthau at 8 : ro 

his first reaction was that the;r should be told not to 

pay any dividend at all . 

Mr. Prent1ea came and told llr. llorgenthau that be bad 

verball;r made recommendations to llr. Folger tor a reorgan-

1to t1on ot hie etatt, and that he would have it i n writing 
. 

by tomorrow at t 1ve o ' clock and would give me a oop;r tor 

the Secretarr . 

llr. Prent iss ' idea 1e that five or e1x ot the aoe 

bank examiners trom all parte ot the United State s should 

be concentrated 1n California to do the job the re . Be sai d 

that there ia a verr real banking problem on the Coast • 

that he m a been studying 1t ever ainoe be got there aJid 
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hu been trying to olean the dtuation ~· It 1a nry 

contused and the tact tbet there are ao .a117 arrnutea 

ot the Bank ot America -kea it tremendoual7 ditricult . 

Not a.ll hie bank exaainere are qualified and be would like 

to have acme or thea tranererra4 out ot the District. 

xr. Prent iaa e~haaised the neceeait7 ror Washington 

backing tor h1a deciaiona and ca.pla1na4 that eve17 tille 

the elt&llllnera have had a controvera7 with the Bank ot 

America , t he orticers ot the Bank have been able to go 

over t heir head.a 'to the Comptroller 1n washington. 

Mr. Prentiss expressed hie l~ approval ot the 

idea or adv1a1ng the directors ot the Bank ot ~rica 

that they muat not declare a dividend tomorrow. He 

ottered full cooperation to t h e s e oretary ao tar aa hie 

ott i ce 1a oonce rned. 

llr. Prentha referred briefly to the situation 1n 

the Anglo California llational Bank but the Secretary aa1d 

he waa not prepared to go into that 1n real taah1on until 

t he Bank of Aaerioa a1tuat1on -• moved forward aoma. 

llr. llorgentbau talked on the telephone to the Prea1deat 

ot the United State• at 9 1150 P••· and told hill tbet we 

• 
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proposed to send a telegram tomorrow recommending that the 

Bank of Amer1oa reduce the dividends from a rate ot 19.2% 

to s%. Tbe President replied "19%? Repeat that l My Godl 

Why l et them pay anytb1ng?" Mr. Morgenthau explained that 

the reason for the recommendation is that we feel that 2t 

1a the only way to conserve their oapital , that there are 

a t;ood many loesee in the bank. Tbe President asked ~,. 

any dividends should be declared 1t that is the situation, 

and ~r . Morgenthau replied that we reel maybe this recom­

mendat ion restricting it to the third quarter onl~ rather 

than cove ring the entire second halt of the year, will 

permit us to decide bet ter what to do after we have gone 

into the s ituation further . He said we are not sure that 

t he directors would agree to even thia. The President was 

vory emphati-o that we should go ahead and clean up the 

dtuation. Kr. llorgenthau also told b1JD that we are look­

ing into t he Anglo Cal1torn1a National Bank and that a 

preliminary look makes it appear that perhaps the situation 

the re is even worse in some respects . 

The President sai d be was 100% back ot Ul • 
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Following that, Jlr, Upbaa called llr . Digp on the 

telephone and told him that llr. llorgentbau bad two aug­

goat1ona with raapoct to hie telegram. P1ret , that the 

dirootora of t ho Bani< be adviaed that if the,- declare 

an,- dividend tomorrow, it ahould be for one quarter onl,- ; 

and second, that tho t elegram should be aade juet aa 

atrong aa the Comptroller •s legal counael would penait . 

Mr. Diggs eaid that t here was a law or regulati on 

which prevented the declaration of quarterly dividonda . 

IJr, llorgentbau then talked to llr. Digga adv1a1ng 

him that he had placed the situation before the President 

of tho United States and that he, aa well aa the Secretary 

himself, waa prepared to give Mr. Di ggs all the backing 

he needed. 
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September 12, 1938 

For the s ecretary: 

Jhile I have devoted a gr eat deal of thought to t he 

possibilities of unification of the Federal agencies having 

bank aupervlaory powers, I have concluded that the internal 

oroblet!S of the Comptroller's Office are more press ing than 

is the catter of consolidation or coordination of the t hree 

a(eneiea . A properly functi oning Comptroller's Office will 

automatically p rovide for coordination and cooperation. 

Em~haais mus t be put upon developing a spirit of united 

tront among the th ree agencies ra ther than preserving and 

orotect1ng their i ndiv i dual •nat i onal honors . • But internal 

house cleaning should come first. 

I am convinced that t he ~jor part of the diffi culty 

centers in \o ashington. The examiner, tor instance, who 

examines Sank of America, !i. T. & s . A. and Anglo Cal1tom1a 

::,.t lona l Bank does an excellent job. Bven 1n t he face of 

re~·ated discouragements ~ t he form of l naot i ona a nd 

vae1lln t1ons 1n . ashington, he continues p ressing for act i on 

along the same lines . 
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In the ;la shl.ngton office t he re eeeme to have developed 

• 0 :eth1nL of t h e att i tude that it is hope l ess to t ry to get 

any t i~ dono . Letters go unanswered, the fil e is unkempt, 

t"e r~c ord is incomple te, - - noth i ng much in t he •tay of a 

•1m '•nd by r?a~onsible officials has been displayed, end 

rew roall; believe that there wil l be any ehanl e · 

-~n~ere ~d examiner s L~ t he field ~ave le&i timate 

( ~ lc:~t! , lt ~ee~s to me . Even the nenk o~ AMerica , 

. L, l.t nee:.ts to me , has no t been t:ivon 1n c:.&ny 

c•nes th~ troatr.ent wh ich it should h ave a richt to ex99ct . 

In ?thor i nst•nces they have been pandered to and fawned on 

1~ Po•Jnlly indefensible fashion . Ot her bonkers find it 

'>o rslblll to c.et replies to their letters . Vlash1nct;on ap-

••rs ro~oatedly reluctant to make up its mind . There is 

llttle constl t Btion with the Federal Re s erve a nd FLIC, and 

so-~tl~es corfl i cting opinions are given , all to the ~ankers 

tew1ldeMent . 

A! An exaQple of how weak tho office is L~ d~aling 

with the :lank of America , l' .T . t s . A., for instance, the 

c·~~ o• the eo- called German crod1ta msy be not ed. The ban ' 

e~oloys an expert on these credits , and follows ca refUlly, 
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at homo and abroad, their statue . The attitude of tho bank 

85 to their value is based largely on a falao opt1lnism, but 

they ~ ~ about the credits than the Compt roller does • 

• urely oomeone at the Federal Reserve Board, or at the 

ow York bank , or 1n Treasury Research and Statistics , is an 

ox~ort on the German credits , and their help should be availa­

ble wnon needed. Or else t he Comptroller s hould have a 

slzoablo economic staff of his own • 

. lhon a bank 1s both b i g and bad, it should heve one 

c~~oblo man in the .1ashington office aae ie;nod to it exclu­

sively . I t h ink there should be one mon now whose whole 

t l~:~o would bo devoted to Bank of America, 1\.T. & S .A., who 

•o<ld know all about i t and have it in such form that argu­

Ments as to f acta can be reduced to dof1n1toneea. The aame 

•hould be t ho case for Anglo Cel1fornie llat1onal Benk until 

t~~t s i tuation has been cleared up. 

As an example , I have tried to EOt 1nforcat1on seve ral 

tl.-.os about the time Bank of America, li .T. S .A. declares 

1v1donds , end covering whet period . No one over seems to 

know- - it is not revealed in the examinat ion report or in t he 

corresoondenoe rue. There is always the gr eatest vagueness 

about it . There ought to be a man who knows--as well as he 

knows h ia ABC • 8 , 
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to the Federal a .. erve Ul4 the PDIC, I would tnor bn1Dg 

one man in eeob or tboae ageaolea aaalaned aaoat ezolu­

a1vely to theee two banka, aleo. Instead, thel'l ..... to 

be an attitude that it 1a thl Comptroller'• God-given 

ri&ht t o have exclusive jurla41otlon, and even cooperative 

and friendly 1ntereat 'b7 the other agenoiea 1a l'laented. 

There 1s a cao prett:y good peraoonel in tba ott1oe 

which could be organue4 into an etreot1ve working force 

1f proporl:y directed. But there 1e need tor a good deal 

or ,rodd1ng and reaasurancea that effort will be backed up 

by action. 

The present starr should not be blamed too much. 

They have been badl:y let down too often. The present 

Acting Comptroller should not be given all tho bl .... 

He inherited a bad situation and problbly didn't tull:y 

realue it until recently . He didn •t know that h1a job 

waa a working job. He assumed that the ott1oe would run 

1teelt while be took oare ot other interests. It was to 

have bean expaote4 that auob wOilld be hie attihde. Even 

if d1apoae4 to work at the job, I doubt bia o-.petenoe, but 

even eo, hi ab._a&>'•" 
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The Chief Na t1onal Bank Examiner d.eae rvea grea t credit, 

<e also deserves and needs support (and some pressure a nd 

direction) trom above and help trom below. Ottioe methode, 

office tiles , etc . need revision and reorganization . The 

office sll1'fel'S 1 I believe, from a mistaken program of 

eco~o~ instituted by the former Comptroller. It should be 

notod tlat the funds available for t he office are extremely 

•:~-p, as co~pared to the PDIC . Bet ter salaries are paid 

b; ·~-C to examiners and other empl oyees . But avon so, 

t nt :s not a fat al defect , and could be overcome by excel ­

le•lCO of performanc e at t he t op . 

The pro r j<m 1\'h ich I t hi nk should be i nstituted would 

include tho fol lowing as a start : 

( 1) 1'ho development of a sJ:I&ll banking research 

StAff , 

(2) The c reat ion of two (o r t h ree) pos t s or 

A~sistant to the Comptrol ler . 

(3) Tho r eestablishment of the offi ce or Chief 

'li.~miner for t he Fifth Federal Rese rvo District . 

T is wee abolished as en economy measure and the 

post me rged with that or Chief lln tional Bank 

oxamlner . He has enough to do without it . More­

over, it results in 8 silly situation: As Chief 
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these lines . A spiri t of fa irness, of firmness , 

of ~p~rtlolity, of objectivi ty, of counsel 

rothor t hem partnership i n management or banks, 

lll\lst pe r111ea te the force from t he top. 

(8) Fr aternizing with bankers 1n wholesale 

fas .. ion, too much convention sociability, and 

acce,tance of favors froo bankero , should be 

discouraeed . Es~ecielly , speech-mak1n6 should 

be roducod or elininated: >lork s!'lould replace 

1t for a ti:ne a t l east . ;7e do not need a ne" 

buoinoss depar tment . 

(9 ) The handl ing of the affairs of i "solvont 

banks mi gnt Ylell be consolidated in the FDIC • -­

( 10) Furtho r unU'ormi ty 1n the form or various 

~porta caed by the t hroe at encies e ould be 

acn ioved. 

(11) The Acting Comptroller should per sonally 

read the confi dential section 1n evory examina­

tion re9ort , when first received . 

(12 ). We should arrange a united front wi th 

Federal Reserve, FDIC , and RFC to do nothing 

for any of Giannini 's outfits , 1n the meantime . 
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(13) There should be an immediate intona1f1cation 

ot activity by both Comptroller and Federal Reserve 

1n examining affiliates. I am confident bot h agen­

cies could p ress much harder than they do . 

Upm 
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September 12, 19~8 

ror t he Secretary: 

on the other hand--I am told that tho President will 

dopenc! in 1940 upon a man nav.ed Elliott tor t he control 

of the Calif ornia delegation 1n t he Democra t i c national 

conventi on . It is claimed that t he only ~n who can 

c~ntrol Elliott is Giannini . Thus , it is argued ~r . 

"innn1r.i will have great influence with the President , 

one! it i~ hinted he moy make a viait to the ihite .House 

before long . 

I am conf i dent t hat i t t he President knew t he fact s 

about the bank ing situati on , he would not permit pol itical 

car.o1c!erat ions to ent er into the decis i on in any way . 

tlpm 
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September 12, 1938 

:"or the secretary: 

J,•r . Taylor got the impression from my momora ndum of 

~optomber 8th, which I read in your Office on September 9th, 

thot I ha~ known for some time or the situati on existing 

in tho Anclo California llat ional Bonk . I unt to be sure 

t~at you do not have that impression. I have explained the 

!'•eta t o him. 

The first knowledge I had or that situati on was on 

.cdnosday, Septe~ber 7t h, when Ur. Prentiss , Chief National 

Sank Examiner for the Twelfth District, mentioned it in my 

ofriec . I put it in my memorandum the following day, but 

transmission to you was postponed until t he conference 1n 

:pu r office on the following day. 

After being informed or this situati on by ~r. Prentiss, 

! learr.ed that a £OOd mary other ~eople knew about t he situa­

tion, and tha t it has come to t he attention of a £Ood :any 

>OO?le ?&rtly by reason of the fact that euits have been 

brouJht against the president of the bank and he has been 

toun~ guilty of using trusteed tunde tor his private benefit 

and advantage . 
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The reports of e.zaa1nat1on of national benka are YeJ'1 

cloaely guarded and 1t waa onl 7 af ter getttna explicit 

authoritr from the SeoretaJ'1 of tbe TreUUJ'1 that I waa 

pemtt ted to have acoeaa to the reporta of the Bank of 

America, N.T. & S. A. Sinoe that time, I do not auppoae 

1 have aeen the raporta ot a halt dor.en banlca and then 

or.l:r men it was neceaaaJ'7 1n connection with a011e •tter 

or subscription to preferred stock. Vow that I have seen 

the reports on the two banlal 1n Cal1torn1a, I do not wonder 

that there was the greatest reluctance to permit inspection 

br someone outside of the Office of the Co~troller. 

Upm 
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Per the ~ooretnry: 

Mr . Gi bbons told me today that Mr. O' Connor told 

; r . 'arley that the Secretary or the Treasury 1a eager 

to have h il:l back aa Coaptroller. 

Opm 
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Bet ore t he 9: ~ •et1 ng, IDl Jr called 1n llr. 
Hllnu and the tollow1ng h a reoo;;\ ot their oonYe1"­
eat1on: 

HMiJf: At 9:45 I h&Ye to etart 1n on one ot 
the moe i ticult tb1nge I baYe eY$r had to handle --
the Bank ot America ot Ca11tornla. llobody can be 110re 
short-handed than I am at tbla time. 

You are not hooked up in an)' way with the Bank 
ot Amerioat 

Mr. Banes: llo, I aa not at all. 

191 

HK.Jr: ~hat's tine, becauee I would like you 
t o el t in at these meetings, beoauee •• tb1e thing 
untolde iteelt, S.E.C. will have to come into the picture 
and I am sure you will be ot great help. 

llhat I am going to do~ send the Bank ot America 
a telegram not to declare any dividend. 'l'hey are hold-
ing a meeting in San Francisco today. We don't know 
whether they will carry out the orders ot the Coeptroller'a 
Ot!ioe, but by ~gsuing the order we w1ll know where we 
stand. It 1a e dividend ot the Bank ot America which 
is the •meat and 4rinlt0 ot '1'raneamer1oa. I han been 
trying to do th1e tor six monthe and ban been unable to 
do 1t because J, F. '1'. O'Connor would not do it. 

llhat we are propoe1.ng to do h the recoamendation 
ot the Co~~ptroller' e Ott1oe. I tallted to tbe Preeident 
about th1e, laet night, and he gan me a clearance to go 
ahead. 
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RB BAliK Of' AIIERICA SITOATIOI Septeaber lJ, l9J8. 
9:so •·•· 

!>resent: 
~ 

H. li . Jr: 

Graves: 

H • .! . Jr: 

Graves: 

B.I.! .Jr: 

Graves: 

11.!.1. Jr: 

Opba.lll: 

B.II.Jr: 

llr. Oliphant 
llr. Banes 
llr. Opball 
llr . Gaston 
llr . Graves 
llro Dilll 
11r. Folger 
llrs Klotz 

Now, what I want to do is - soce of you are up-to-date 
and some of you are not. Harold, you get the thing u 
we go along while you ' re here, see? 

Xes, sir. 

but I want you to - you ' re here as ~ strong-arm 
squad. 

Xes. 

And give me your support. •ith llac away I need you, 
see? 

Xes, sir. 

Tb.is thing - I haven't got all ~dates, see, but 
some time, I would say - was i t last llarcb that we 
first talked about tbe dividends of Bank ot America? 

Well, it was certainly tbat l ong ago. It was certain17 
that long ago. 

l ow, · this situation- I don't want to be too dramatic 
or &Qything, but I consider it the aos t vicious, 
dangerous financial element in America, and up to 
now - and I•m talking about llr. Giannini and his 
affiliates - up to now I ' ve been unable to cope with 
it, or ratb.er, I haven't - t ake tb.a t back - th.e 
Presi dent's appointees beve been unable to cope with 
and tbet goes f or FDIC, Pederal Reserve, and tbe 
~omptroller•s ottice. ) 

{Upbaa 
low, last Priday or Thursday, tb.1a tellow/ bria&• to .. 
a lot ot 1tutt about the Baall: ot Aaerioa, ancl I 1et • 
Within 24 bour1 I 1et the .lCtiDI eo.ptroller 1n allll 
I aay, •lotr, 7011 aDCl tbe Clliet Balik Bnwtner pn- Sll 
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Uph~tlll: 

H.II.Jr: 

Upham: 

!!.li . Jr: 

Upntllll : 

H.li .Jr: 

Upham: 

tl . !J . Jr : 

Upluu:a: 

I!.JI .Jr: 

Upham: 

-2-

writing your recommendations.• Which t hey do. 
1ben I say to thea, •Take this b~ and come back 
t o me tllis morning and give me the time t able, now 
long would it take you to put 1t into effect?• And 
amongst those three or four recommendations are that 
their dividend should be reduced in order to conserve 
their assets , because they earn 49 million dollars 
roughly over - how long a period? 

Well, that ' s - that ' s a period of about ten years that 
t heir earnings, after losses and write-otfs, have been 
about 49 million, and paid-out dividends have been 49 
million. 

Well, the most recent thing - I mean how recent 
report? The first six months ot this year? 

Yes. Well, that r eport isn't in yet. 

I t• s made. 

lhat report will be in witnin a few days. 

Well, are they or are they not paying all t heir earnings 
out in dividends? 

Currently they are paying out practically all of their 
earnings, that's right. 

And I won't go into all ot the losses, but unrealized 
losses are sometlling tremendous, is that r ight? 

¥es, they have a great many losses that t hey pay no 
attention to. 

Now, the Co01ptroller at si.x o 'clock last night finds 
they have a meet1ng at noon today in Los Angeles 
at which they vote a dividend tor the next s1x 111onths. 
That's why I ' ve got so little time to act - trom now 
till noon Los Angel es time. And this fellow Giannini 
has just balked at every attempt on the part of the 
Comptroller to do anythi ng . He just doesn ' t do it, 
that's all. And then on top of that we have llr. 
Stewart, who owes the Giannini interests now much 
money? 

On, I should think pr obably now around s1x or seven 
m1llion dollars. 
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Uphac: 

H.II .Jr: 

Uphuc: 

a.w.Jr: 

Upham: 

Oliphant: 

Upham: 

R. !.t . Jr: 

Upham: 

d.U.Jr: 
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Chairman of tbe Federal Reserve Board of that 
district and be owes Giannini atx or seven IIUllion 
dollars . And incidentally, the chairmen of the 
boards have all been wiped out; they don't have 
cbairmen or the boards, the Federal Reserve except 
ln California . ' 

Oh no, they have a chairmen everywhere. 

I thought they don' t have a chairmen and e president. 

'!'bey have both . They tried t o get rid or the office 
or chairman, but they didn' t succeed . 

Could they do it here if they wanted to? 

No, that would take legislation. Mar riner wanted 
that but didn't get it. 

Xou mean take l egislation to abolish the office. 

Xes . 

But you've got the picture of Mr. Stewart sitti.ng 
there, owlng tbe Gi.ann1n1 interests mi lli ons, and 
be sits there as chairmen of the Federal Reserve 
Board, and we talk about doing away with the 
affiliates, and he ' s got his man as chairman or tbe 
Federal Reserve Board of the West Coas t . 

Now, last night, the Acting Comptroller gives to 
Upham a piece of paper in wbicb he is proposing to 
send out a telegram t his morning telling tbese fel­
lows that they should put their dividends on an annual 
basis of slx percent or the value or their capital 
s tock. Is that right? 

Yes, it is to be reduced . 

And they have been paying a t the rate of 19 percent 
plus, and under the law they have to declare their 
dividends semi-annually, see? So for the first six 
months this year t hey have paid at the r ate of 19 
percent plus, and 1n the telegram he suggested that 
they put their dividends on the basis or six percent 
amunlly. And my f irs t r eaction b, ... u , it they 
pay - if thei r losses are - their IIDZ'eeliaed loaaea 
are grea ter than tbat , wily pay &117 d1Y1deDd?8 
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1/ell, !mowing of the terrific political po .. er of 
this fellow - end also my responsibility in this 
thing is very sketchy - I mean most of the 
uuthority of the Comptroller flows from the 
Pr esident to him, doesn't it? , 

(Nods no) 

l.le? 

(Nods yes) 

.Vell, that 1 s all the be t ter . Fine, t lla t o~kes it all 
toe bett.er . 

i celled up the President of t he United States, got 
nia on the phone eight minutes ~fter he left Jtm=y. 
t e t alked about Jimmy , and he ' s coming along fine. 
I t old the President we were proposing to send out 
tnis telegram, bnd ne sbrieked, "tlineteen percent!" 
He sa i d , "Why decla r e any dividend?" So I said, 
""ell , llr. President, I went to go ahead with this 
th i ng a nd I want to be sure I • ve got your entire 
backing ." And he said, •or course you have . or 
course you have . And do wha t ever you think is right, 
clean this situati on up.• 

J.nd then I a lso told him that we only just Friday got 
the first notice that the Anglo-California Bank may be 
even in worse shape . I mean not on a total but on a 
percent~>ge - I mean for t heir capitl!l they most likely 
er e i n worse shape, because that picture is - the r eport 
is ner e - the Chief Examiner for the distri ct brir~s 
1t here unsigned, afraid to deliver it to the bank, 
l'or fear !.lr . Stewart, Chairoan of the Feder~>l Reserve, 
'0111 get bold of it. J.nd I haven't bed 1t till yet, 
but just a little peek; it ' s about as bad a thing as 
is possible. 

Now the unfortunate thi ,ng is tba t J.n t.botb .l!r . O'Connor 
~nd J.lr . Diggs ~ond llr. Leo Cro.vley we have extremely 
weak sisters; they won•t t ake r esponsibility &nd they 
hoven• t - I mean t his tbing tlas all grown up under 
0 1Connor . And whet I want - a t 10 o ' clock Diggs comes 
in, and Fol- •••• 

Folger. 
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Folger, Chlef of Bank Examiners. ADd we ' ll go 
over their suggested telegram tbis mor ning. And 
a t lO:JO I ' ve invited Mr . Ransom and Mr. Cr owley 
in. 

Where is Eccles? 

Eccles isn't here. Beca~se I went to say, •Now, 
gentlemen, we're going t o do this, and I want t,o 
know whether I've got your hundred percent backing; 
thls must be the united front of Washlngton. • And 
I told Mr. Diggs over the pbone lest night, "llake 
this telegram as strong as your counsel w1.ll permit 
you to, so tb.a t it by 811)' chance be should refuse to 
do it, you•ve got the best possible kind of a case. 
But make it Just as strong as your counsel rtll let 
you do it, see, so that it the Board of Directors ot 
the Bank of America of Californi,a turns tbe Comptroller 
down, we want to be in a position to know where we Jump 
f rom there.• Hub? 

Well, if you're going to go into it as I th.ink under 
the statute you must, then I want to take a look at 
that telegr am. 

Well, you can look at it in two minutes. 

I mean from now on I'm going to handle your part of 
the l egal work. Remember that old squabble we bad 
about the Comptroller's offi ce, tbe legal shops. 

Whet do you mean trom now on you're going to handle it? 
For me or tor you? 

For you. 

Well, you always handle it. 

I mean in thls. 

Well, you handle anything that I do. Your Job is, 
I 1ve done the thing, to see I don't go to Ja.il. 

llo, it's tbe otber way around. 

fb.at ' s tbe lawyer's idea. thla i a .r idea. Af ter 
I•ve done it, you' re t o keep .. out ot Jail. But tbe 
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Comptroller's office is ready to act. And after we 
see wbat happens, then I want Hanes - I mean I want hia 
to soak this thing up, and after he's soaked it up and 
we wait and see what happens , then we ' ll take it up with 
the S.E.C. and find out wbat, it anything, they've done 
with their report and investigation or Trans-America, 
which must be at least three months or tour or five 
months old . But I don't want to do anything today 

1 
because I don't want it s ubsequently said that, well, 
I was persecuting, see? 

So we ' ll do this first, then wait and see what action 
they take today and then maybe t omorrow you (Hanes) 
could officially ask S. E. C., •What 1s the status of 
your investigation of Trans-America?• See? 

(Nods yes) 

'i.e•ve checked on tbat trom time to time. 

Now, the reason my friend, Harold, is here i s that 
it what Upham says is true, about the organization 
of the Comptroller's Office, and I have no doubt 
it is true, and I've got to step in and r un this 
blankety-blank shop, I want the best fellow on 
organization in Government, which is llr. Harold 
Graves , and if we•ve got to go in there and reorganize 
the Comptroller 's Office, why, whatever you are 
doing, you'll just bave to let that slide and step 
in hera, and I don't yet know how much this 1s my 
respoMibili ty, but certainly ....... 

I aa ...... 

Certainly, going in as tar as I have 1 I want an Act 
drawn which is going to make either t he Comptroller•• 
Office a responsibility, an integral part or the 
Secretary or the Treasury, or kick him out on the 
street. Now I want to know where I am, llr. Oliphant. 

Well, I am loaded on that, and I think it is pretty 
clear on that alrea4y. I am ready to state what 
your duties are whenever you want. 

Well, your Job, aJid nerybody in this room - I am 
IIO't'iDC, and I aa IOiDC to 110ve terribly fast . It 
&DJbody disagr ees - thinkS I aa going to make a 
abtalte, or waDta to.usae, ple•lte alk up. 
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Ban :you c011111dered wb&t the effeot is 101Dc to be? 
Suppos e the BaDit ot Alurica aoar4 accedes 8Jld cuts 
down, or passes wboll7 tb& 41T14end, of course that 
will be a .. tter of public DDtice. Row what is it 
going to do to tbe baDka in California? 

I think it 11117 save tbem. 

Will there be a run on tiM Bank of Allerica brane~a? 

If it occurs we•ve got to be prepared to handle it, 
but I mean, the fact - it a person is sick and it 
is a question ot operat1D& to save, of course :you 
always take the risk of ldll1ng the patient, but I 
don•t tbi.nk that :rou can - certainly the country i a 
in shape to have one-tweltth ot a Federal Resene 
District go s our, and the longer we wait, the stronger 
the .. n gets . 

I am DOt disagreeing, I .. j ust wondering what is 
going to happen and whether we are going to be 
prepared to handle it when it does happen. 

That is wh;y, frQm t our o •clock on this morning , I 
didn't s leep. 

Giannini's deposit liabilities - how many times his 
capital? 

Oh, l i ttle better than two; two and a quarter , 
per haps. • · 

Well , ~ look. You fellows don't frighten ae, see, 
because ou that basis :you never would go into a bank. 

Well , I tbi.nk the ansnr to 11r. Gaston is that the 
situation couldn't be acy worse than it is at 
present. Jn7th1ng would be better than letting it 
go on. 

But we probably will have a run. 

IUght. 

And the reason :you are litting there, llr. Gaston, 
is because you have the full background, and can 
aaaiat .. iA tiM public relatioDI. 

Jli&ht. 
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I didn 1 t s,leep a wink !rom t our o ' clock this morning, 
on. 

to 
Well, we are all agreed we want/clean it up. 

If the New Deal means anything, then I say a man like 
Giannini, and what he stands for , should be put 
out or business. Now tor five years that fellow 
has run hog wild, high wide and handsome, and it 1S 
just time that somebody in this place had guts enough 
to say to that fellow, •No,• and I 've got to do it; 
I've got to be the fellow. He is the most dangerous 
fellow in America, financially. There's nobody -
you knoW the, o~ ten per cent of the Na tiona! City 
Bank. ~ 

Yes. 

Be's got this big insurance company now, atxl if the 
New Deal statxls for anything - a.nything in financial 

ethics at all, I mean, here is a chance for those or 
us who believe in decent finance and an ethical way 
ot conducting business to step in, but it takes 
backbone; it t akes guts. I mean, I think ••••• 

You want them to come i~ now? 

(Mr. Folger and Ur . Diggs come in.) 

Good morning, gentlemen. You know everybody here. 
You know Mr. Banes, Mr. Diggs, Mr. Folger . You 
know Harold Graves - all members of my club . 

Well, what's your suggestion this morning, Ur. 
Acting Comptroller? 

tell, wetve revised the telegram as presented to 
you last night. Shall I read it, sir? • 

It you please. 

This is to our Examiner in Charge of the Los .Angeles 
District: .You are instructed to personally advise 

the Board of Directors of the Bank of America, 
National Tr ust and Savings Bank, San Francisco, 
California, who are meeting there today, Tuesday, 
the f ollowing: 'In vie, of the unsatisfactory 
asset condition of the bank other real estate in 
excess of forty aillion dollars 1 carried in loans 

I 
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and discounts and in the securities account, Gei'Ull 
credits or 6,000,000, other iteu carried in aneta 
ot questionable ~alue and doubtful and losses ·it ia 
imperative that the aarninga be uaed to write ott 
and reduce book ~alue of such aasets. llotwithatand­
ing the condition as outlined above and the fact 
that the dividend policy baa been repeatedly criticized 
the di~idand rate baa been repeatedly increased from 
4.5~ to the present rate or 19 . 2~. This condition 
was discussed at length by the Chief Examiner i .n 
Washington with the Chairman of your Board in January, 
and again with the Vice President and Cashier in 
Augus t or this year. It is the opinion of this 
office that sound banking practices would not permit 
the declaration or any dividend until proper provision 
has been made tor criticized assets but in no evant 
should a dirtdend be declared at t his time at a rate 
in excess of 6~ annually.•• 

Does that purport to be a telegram under the sect ion 
of t he statute authorizing you to warn them? 

Warning them under Sect ion JO of the Act? 

Yes . 

It is the foundation tor such warning; it would 
serve as a warning, I think . Unsafe, unsound practicaa. 

Do you mind - was it drawn as the warning, the 
technical statutory warning that would enable you 
to act, or was it drawn aa sort or a preliminary to 
t he warning? 

Wall, I wouldn't say that it is drawn as the 
warning, no sir . 

It i s the first defini t e notice to tbe Board itself, 
from this office, outside of the regular examination 
criticisms that have been made repeatedly since 
nineteen - since they started declar ing •• ••• 

Do you understand the legal aide? If they give 
the statutory warning, then the Comptroller ia 
authorized to certify the officers and directors to 
the Governors ot the Federal Reae.ne, Board • I mean, 
it they give the warning and they go ahead and do it, 
then •.. . • 
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Well, in otber words , they should S&7 - as ot Wider 
the statute, ao-aad-ao. 

Then the Comptroller ia authorized to certify the 
officers and directors to the Governors of the 
Federal Reserve Board for removal . 

well , it we are going to do this thing, ~s I said 
last night, I want to be in a position that if he 
says, •No, • that out path is perfectly clear. aa 
to what we can or can not do, and listening to 
Jlr , Oliphant, I would say tbat it should be so 
d.ratted tba t the next step • • • • 

... should be the notice to the Federal Reserve. 

H.W.Jr: Yes sir; yes sir. 

Oliphant: Otherwise, it is scolding that gives you no power. 

H.ll .Jrs I don't want to scold; that is just what I don ' t 
want . 

Diggs: No , I want it done; I want action. 

Folger: 

H.JJ .Jr: 

Oliphant: 

H.:.I .Jr: 

Oliphant: 

R. IJ. Jr: 

Oliphant: 

H.U,Jr: 

Oliphant: 

H.U. Jrs 

How about you, Folger? 

Yes sir . 

Let's stop right here and r edictate this thing. 

I'd 11~e a cha.nce to work over it. 

How long will it take you? 

I t won't t&Haae long, but I don't want to dictate 
it offhand. 

Well, how long? 

Take ae thirty sainutes, or twenty sainutes. -

Well, is there .ucb use 1D going further until we 
bave a statement that we can aubsait? 

I think it is tba null of it. 

I do know - wby don't we give Mr. Oliphant a cbaDDe, 
and when you•ve got soaething c011e in, aD4 I'll 
pbone you, bow•s that? 
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In the •antiaa we ' ll al.ao work on it tftill our 
standpoint, as n do it down tbera. 

I want to &•t bold or rour lawrar. Ban hill co• 
i n M1 ottice and work with •• · 

All ri&ht; tine. 

Now, before you go, are rou with ae a hundred per 
cent, that we want to do it the way Oliphant 
suggests; that this is a notice and not a scolding? 

Yes. 

All right. And I think you will agree that yours 
i s a scolding and not a notice. 

I t hink so. 

Are you (Folger) with us? 

Yes sir. 

I!Un1red per cant? 

Yes sir . 

All right. You want Kelly down there? 

Oliphant: Your cbiet - your head lawrer. 

Diggs: Well, 11r. Barsa is out or town. 

Oliphant: AJ~Yone you want to send . 

Diggs: We•ll have llr. Kelly. 

B. II. Jr: Well, will ,.-ou &•ntleaen, than, as soon as llr. 
Oliphant is ready, can I phone you? 

Diags: Yes sir. 

H.li.Jrl Pine. 

(lit. Dill• an4 lit. Po1car lean.) 

H.li.Jr1 Wall, that•• tbat. 

Olipbant1 1o1r aw.rt, tM 0onn111r or tbe Pada-al Raaana 
loaN oaa r ra ~· 
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On wbat grounds? 

For cau.sa . 

And that causa ia •• ? 

Well, I should say, just the status or those accounts . 

Of those , they eXisted when the Federal Reserve 
Board here appointed him. Does that lllB.ke a117 
difference? 

No. 

No. 

(Laughs} we•re siJicing together, Berll&n. 

You better - that's all right. Berets enough. The 
statute is very broad . It gives the Board plenty 
power to remove. It merely says that the Board may 
remove and then shall send notice of the cause or 
removal to the officer, so I should say they-can 
remove tor any cause that has anY rational relation 
to his conduct as President or the Reserve Bank, 
or ChairlllB.n. 

Now where do you - where i s the information available 
as to the status or Kr. Stewart's borrowings? 

Welli that would be in t he last California report, 
the ast examination report. 

Could you b e getting that 1n the next twenty minutes, 
or thirty minutes? 

Surely. 

What? 

Surely. 

While Berman is working on the other. 

Surely. 

Now, who do you -nt to help you, ~? 

Well, let ••-···• 
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AU right. 

I'l~ take care of it. 

Meantime, do you want aey of the factual data con­
cerning the stock manipulations between these com­
panies? 

Well, we 1ve got them all. 

Have you got al~ that? 

Hasn't the s. E. c. got them? 

No, we have one r eport from them of 
survey they JDade out in Ca~Uornia. 
got some others. 

Who are the sen thay sent out there? 

a preliminary 
But theyt ve 

I forgot their names . Cavanaugh is t he man I telked 
to, and Schenker , I think, was tbe other. 

Schenker. 

What I am thinking or, I 
on Trans-America today? 
we can chew off on this? 

mean, do we want to move 
Haven't we go t about all 

I just want - wondered if you wanted to get ~ the 
tactual data. I don•t know whether they are impor­
tant 1n this case or not. 

I think they are a litt le reluctant to give us 
confidentia~ .data because they can' t have access to 
t he confidenti~ records of the Comptro~er. 

ll;r bunch is, I've got a l l I can digest on this , with 
the Board of Directors meeting. 

Do tbat a1'terwuda. 

And when we get ••••• 

And also bring to the attention of the Federal 
Reserve Stewart•• condition, you see. 

What? 

They know aU about that. Sedlacek is the zxe•iner. 
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H.U.Jr : Who? 

Uphllo: 

H. IA.Jr: 

Olipllant: 

H.V. Jr: 

Oliphant: 

H. IA .Jr: · 

Oliphant: 

R.!.I . Jr: 

Oliphant: 

R. ll .Jr: 

The man who e.xam1nes the Bank of America. He knows 
more about it than a QYbody else. 

Tell lir . Crowley a.Dd lir . Ransom I won • t be ready tor 
them until eleven o ' clock, They were coming at 
ten thirty; that I will not be ready for them until 
eleven. Thank you. That will give you . •• • 

Now you said a l i ttle bit ago that it you ' re moving 
too fast , you wanted us to spe~ up. 

Speak - yes . 

And I haven' t any settled opinion about this; I 
am just thinking out loud , Everybody has agreed 
on our objective, that we want to clean up that 
mess . Now, having agreed on that, we still have 
the question, which are the best first steps, and 
in what order do we want to move, aDd how fast d.o 
we want to move in cleaning up the ai tuation? 
I am just going to suggest the possibilities . 

Your first move might be to clean up the house out 
there and be sure of your own supervisory force by 
getting Stewart and his gang out, and then getting 
the picture that you get with the Federal Reserve 
System cleaned up out there. That 1 tor instance, 
is enother alternative. It i s t oo quickly to reject 
all the alternatives . 

It•s all right. How we•ve been fussing with this 
thing for six to nine monthS. 

Since February, is the date. 

Since February, aDd it always gets up to the dividend 
date; then they declare it, end the meat of this 
coconut is t he dividends that he pays, and just as 
long as he can pull those dividends out, nobody can 
stop him. I am sorry that they are meeting today. 
We have so little t ime, but if we don' t do it now, 
then we •re on another six months. 

Now I am going to urge this, t hat you proceed like 
lightnillc to get Stewart out of there, aDd put a 
111.n in there you can tru• t · 

I am going to do tbat today. I want that tor today, 
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Tha t un ought to be out ot there today. 

I want Ransom - I want Ransom - I want, forlll8lly 
to give this information to RansoM and when he ' 
walks over here, say, "What are you going to do about 
this?• 

I want another man in there at once, that will pro­
tect you. 

That 's all right. Folger isn•t working on that; 
you get him to do - digging this up, so when 
Ransom comes over here , say, •Here, Mr. Ransom, bere 
is the financial condition of the Chairman or the 
FedereJ. Reserve Board of San Francisco. What ara 
you going to do about it?• And I want twenty-four 
hour service. 

I think, however , that Mr. Oliphant put his finger 
on a point when he ta.lks about cleaning our own 
house , because in the controversy between the Bank 
of America and the Comptroller's Office, our skirts 
are far from clear. 

All right, but I just "ant one thing from you, and 
be very carefuJ. in how you are answering. Do you 
believe that the Bank or America, when they meet 
a t noon today, in Los Angel es, with their financial 
condition, should or should not declare a dividend? 

They should not . 

Now, that's all I want to know. That 's all I want 
t o know. See? That's all I want to know. And I 1ve 
got awfuJ. good reasons . I wish I had a week t o act, 
but if I Miss it this time I just might as well 
pass this thing up. 

Excepting, in Mr . Uphalll's Judpent , we ought to 
r evise that telegram to forbid t hem to declare any 
divident until further notice. 

The Comptroller thi.nks he has no legal authority to 
do that . 

We are. not only taking Mr. Upham' a •• •• • , I have a 
written recommendation signed by the Acting Comptroller, 
and tba Chief Bank Examiner 1 Folger 1 recommending 
this , and it is based on that thing t~t !ir. Uphalll 
placed, plus the int'o~tion he ' s got, but the 
1'UD4aaen taJ. - the keystone or thia is a written 
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recommendation troa the Actin& Co.ptroller and 
the Chie.t Bxa.!Uner. R.ight? 

To reduce it from 19.2 to 6 per cent. 

Wall , .1f there is justification .1n reducing it rrom 
19 to 6, you know there is justification tor having 
no dividend . 

Right. 

Vlbst bothers me is that we seem t o sanction the 
pa,yment of a dividend by this bank which we regard 
as virtually in an insolvent condition. 

Well, the 1110re I think of it- and I told this last 
night- and lilY first reaction - "''ey aey d1v.1dend?• 
The President ' s reaction - ~ aUJ dividend?• 

Oh, I think clearly it hes to be no dividend, when 
you get into it. 

I agree with you. 

If we are saying 6 per cent, we are saying, •Why, 
it•s all right for you to pay a dividend,• and i~ 
1sn•t all right. 

Tlwy have paid over nineteen per cent this year 
to stockholde.rs. The stockholders have got Iio ldck. 
I am th1nk.1ng about the depositors . I want to con­
s erve the assets for the depositors . The stockhold­
ers - so we are thinking of the depositors, plus the 
F. D. I. c., and everything else, so I think if we 
do aeything, it JUkes us a party to their lax III&M.ge­
oent, w SIJ3' six per cmt. 

Yes . We say t hey are entitled to pay a dividend, 
and we dolnt think they are. 

I think no dividend. That i s Just this fellow; be 
can't .race anyth.ing. I want to keep him until I 
find out what this responsibility is. I don' t want 
to release him and have him walk out and say, •Let 
that baby be Korgentbeu•a.• 

Go on, Harman. 
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Well now, your relation to the Coaptroller•s Office. 
The statute provides that •• •• • 

Go on, BerCI&n. 

• • • there shall be in the Department or the Treasury 

Excuse me. l'lant to read this (Paper brought in by 
lliss Chauncey)? 

Well - message from Kr. Diggs . 

"The Chairman of t he Board of the Federal Reserve 
Bank of San Francisco, owes the Bank of America 
approximately eight aillion dollars.• 

(Laughs) Try to forget that one. 

I mean, it is - I just - well, if Kr. Ransom doesn't 
act it is just unbelievable . 

John, everybody in this town, with the exception or 
Henry Korgenthau, Jr. , is just scared to death, and 
he •s got this fellow buffaloed; be•s got his wires -
he's got his lawyers; he's got his money - I 'll 
tell you, when I•ve got time, about t he money be 
spent in this town - cash. Unbelievable.· 

Oliphant : Have you got somebody to go in there at once? 

l!. ·d . J r : Well, I don't know the name, but I'll find out. 

Upham: The President, I thilk. is a pretty good man. 

Ol iphant: We•ll have to start with a clean man, and I 1d make 
him Acting, so we can have h1lll at once. 

H.•J . Jr: Who•s the fellow who you know - O'Shaughnessy, or 
something . - tbw,r tried to put in as head or t he 
stock exchange at San Fr ancisco? 

Hanas: O'Shaughnessy . 

H.JI .Jr : Is he a good fellow? 

Hanes: He was suggested for Commissioner over a t s . E. C. 

.... 

H.!t. Jr: BecaWie he is the fallow who hates Giannini's guts, 
and he 11 the fellow who tried to atop G1arm1 n1 frol'l 
dealiDc - ruled orr Trans-Alllerica, didn't ba, orr the 
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San Francisco Board, aDd on the baais or that 
Giannini bad h1a put out ot buaineu , lfow t~re ia 
the kind of fellow we want to - O' Shauahness:r 1a 
that right? • 

That' s right, :rea. 

I want to put him - t hat at 'least he take it as 
Acting on a patriotic baais, so he can step right 
into the office a.nd act. 

Can you find out - wouldn't that be a good fellow 
to put in there? 

I don't know him personally. 

But you can check. Be had the guts eoough to rule 
Trans-America ott ot the San Francisco Stock 
Exchange, but they let him deal in the New York one. 

I have 1n llli.nd - I want someone to go in there 
quickly, as Acting , and, tor instance, stop - pre­
vent their stripping of the files - just take 
charge of that situation. Shall I go on? 

Sure •. 

The statute provides t hat "fttere shall be in the 
Department of the Treasury a Bureau charged with 
the execution of the laws, with relation to the bank­
ing{ and so forth, the chief officer of which Bureau 
sha 1 be called the Comptroller of the Currency, 
and shall perform his duties under t he gener al 
direction o.f the Secretary of t he Treasury .• 

Shall do what? 

~And shall perform his duties under t he general 
directions of the Secretary of t he Treasury'," Now 
taking t hat language, the way it is being construed, 
and under the statute, I think t he picture is quite 
clear, that with the possibl e exception of his 
quasi-judicial functions, wher e t here is a statut~ 
that gives the idea that you can review those, then 
you are charged with rull responsibil i ty for his 
action, which means that all executive and administra­
tive conduct of the office, the authority flows traa 
him, through you, to the Pr esident, aDd with the 
authority goes the responaibllity, and the Attorne:r 
General baa bad occasion to paas on i t , and his rtn 
on it is pretty clear: lever raced it before - I 
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K.II.Jr: 

Oliphant : 

H.M.Jr : 

Oliphant: 

H.ll.Jr: 

Oliphant: 

Upham: 

Oliphant: 

Upham: 

- 19 -

mean, never pressed lt before, but that ls tbe 
situation. 

All right. That aakea l t eaaier . What else, 
Herman? 

That's all. 

21.0 

Well, you go back ther e and aee whether, by eleven 
o 'clock, you can have something tor me. 

Yes . 

But I'd rather have you late than . .. . . 

Now, I want just to ask Cy, of tba people that btn 
worked on tbe dividend idea, is there a.n;ybody t hat 
thlnks t hey do have the power? 

I think not. 

And the head man up there, DOW , ia :Kelly, in the 
absence of . . .. 

Yes. Kelly works on this all the time. 

H.M.Jr: We 'll be waiting for you. 

Oliphant: By eleven. 

H.ll.Jr: Let Delphi speak. 

Oliphllnt1 All right . 
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COIIP. OF CURREllCY 

- Ac ting - Mr. Diggs 

10115 ..... 

Tuee~ ~ IJ., I 9 J ( 

Following meaaage from Mr. 01ggal 

Pleaee remember that the Chairman of the Board 

ot t he Federal Reserve Bank ot San Franc1eco owes the 

Bank of America approxiaate17 ta,ooo,ooo. 

ruac 
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