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Stlltt!bK 11. 1918- Ill', OUpbutta opia1oa to the S.OZ..t&z7, 
a4'fieille the\ the S.oret&z7 !wl .authori~ to call in c of ­
t1o141 ot a Mt10D&1 balllt (•roa• a.ith) , or -· oth• ap­
proprinte person, aDd diTu1a• to b1a • ooDtideDtial" int01'1111l­
t10D in the office of the Ooaptzool.ler of the 0 1416tl07, tor 
the p...-poae of ukina bia adrtoe. 

S!J!H!btr p . 1918 - Letter troll Do~ Coaptl'ol.ler Gough to 
... '· p. 0.1ann1n1 , Cba1ru.n ot the Boal'd ot Director. of 
the lick of -'-ica, in rep1,y to Ill', <Hannbl ' a letter of 
..., 6, 19)8, 'llbich cnticbed ........... parte of the report 
of -'""t10D of the II&Dk, oa.ploted Apr1l 20, 19)8 • 
.a..nerec~ cnticia=s """' requ.aw thnt letter be read to 
the board of directors aDd recorded in the ainatea. U 
DOt ao read aDd recorded, a copy of the letter 110uld be 
...Ued to each director. 

Stptebtr p . 19)8 - Telequ troll AotiD& Coalptl'oller Diaa 
to a. 11: • .l. r.u.er, JatioD&l BaDk ........... r at Loa .lQ&elea, 
in•tzoucUD& him to adrtae the -tina: of the board or di­
rectora of the i!aDk that the declaration of 8llf dividelld 
at thet time, without proper pro"fiaion for criticised aa­
aeta, would coD&titute an IIIUI&!'e and UIUIOUDd practice aDd 
the l!atllc, ita officers and direotoro, - aZ'IIed to dia­
oontinu. auch practice. 

S,pteber 15, 1938 - Letter froa ... .1., P, Giannini to .lctilla: 
Coaptroll.er Dia:a:a, a;reaaillc ....-prl• at telegraa read bJ 
Ia tioD&l BaDk !zwel ... r P.w.er to the board of director• aDd 
aaldDg f or the rl thdraal. of the eta t.ent in the telegraa 
tbnt the aaaeta of the Bank .,.... AD -tiatactozy c01ld1t10D, 
It tbb wre DDt dou, be requuted that the •D&c-nt of 
the BeDk be e,_,aed before the Fed.ral a.- lloarcl tor 
heariJI&. 

Septaber 16· 1918 - Letter troa latioD&l Balik EQ•1!!81' hlMr 
to .lotiD& Goaptrollcr Diaa, ad'fieille that ha had read the 
teJ.acr!lll to the board of director a at ita -tiD£ on 
Septeaber lJ , 19)8. 

Stpt.wb!r_ 20. 1cp8 - fel.qraa tzoo. 1r • L .... G1en n1n1 , heal­
de\ ot the Bauk, to AotiQ£ Ooaptl'ol.ler lila&•• a4rtaiaa: tba t 
Oil the -elate boo lwl telecr&pbed the )'ederaJ. .. _Board 
requ.at11lg a twar1nc Oil the 1aaiiN raiaed. 
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Stptwblr 21. 19ll - ----- bc8 *'· BuM, a.-1 ~ 
tozo the o-pvou.r!a ott1oe, to llr. OUp.qt, adrteiJII ot 
4Uo11N1one be'-a·hia &114 llr. ClllarlN • · Oollla8, a t~ 
DeputT Coaptroller of the OwreDQJ 11.114 - ot the looal oo-..1. 
tOI' the JlaDic. llr. Oolliu lwl at&W t.bat, al'tc tallr! ng with 
llr. L, •· CH•nn1n1 b7 tale~ona, llr, Q!•nn1n1 lwl 1Jid1o&W 
t.bat be would be gla4 to oouic!G' Mt.t.liJI& the aett.era 1a 1aa• 
without coial to the Jederal .. _ !loaM, &114 bed aat.boriae4 
llr, Oolliu to ..triM the FecSaral le- Board that the Wle­
ez'U "'lWatial a bMri:ag ooul4 be ~. 

!!!,.,.... 21,, 1918- ..........,,. tloa Jr. au .. to llr. OUJiuoat, 
a4rtabg of a tw1Mr coat-- with llr. Oollia8 1a *1oh llr, 
Oollia8 iadioaW that the oontronrll,)' with the BanJc caal4 be 
aet.1atactor117 ..ttlecl &114 that the recSaral le&en'll Board 1w1 
no Jla'i.ediot.1on 1a the •tt..r 'Zleu a eert.i.tioata wre tUe4 
with the Board 117 the ~ller "'l1»&tiag the r.oftl. ot 
ott1eera ozo direotora ot the Balik. 

Stpteb!r 21 1 1918 - Lett..r tloa j,otiag Ooaptroller Jligp to the 
Board ot Dil'eotozoa of the JlaDic, diacuaaiag the ~ ot -
1nat.1on or the JlaDic, · c011pleW St~ber 15, 1938. Adrlaed that 
nothl.ag in the lettar a1tarll4 in an;r wa:r the coacta in the 
tale.,:aa ot Septeaber 13 in reapeot or the pqaant ot the d1Ti­
cten4. 

8tMr!t.r :01 l9l8 - Lettar troa j,ot.ing Co•ptroller DiU• to MOb 
direotOI' ot the JlaDic ac!rla1ng of the peraonal U.b1Ut,- of di­
reotozoa tor daelapa realllt.ing tloa rlolat.iona or the nat.1011al 
MM1nr ~. &114 encloaiag a cow ot llr. Dicl'• lettar of tbe 
- elate (&bow) 4Uowaiag the 1'epOI't of era•'""tion of the 
JlaDic. 

§tptebtr J01 1918- ._..r&Dd\D troa llr. OUpbaat to .... Upbaa, 
ac!rl&UI that the taJeeru ot 8tpteab!r 13, 1938, 11b1ch •• 
rea4 to the Boerd ot :Directors ot the B&lllt, conat.i tute4 a .-­
t1c1..,t warn1Jog to - aa a b .. ia tar oer\U')'1ng the hot& 
with refer- to the deolerat.ion of the dirl~ to tha 
Board of Ootaznora ot tha r..s.ra1 .. _ llr•• ~MOtion 
30 ot the Ben!dilc .lot ot 1933. ... ,.,...&1 lett..r or an1Jig 
Mnt to tbe Dil'eotozoa ot the JlaDic & ollld thAt the telea:ru 
of 8tpteaber 13, 1938 aa a warning with reterenoa to tha claola­
mt.ion ot the eli~. 

Oot.ober 11. l9H - Letter. &114 _,_., ....... to tlte Ooaptrou.r ot 
thlt Gw:wwq a1cnll4 117 20 __.. ot tlte boer4 ot the Jlak, 
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Strong~ criticized the proc..Sure ot the Comptroller ' a Office 
in sending critical co-..nicetiona concerning the Bank to 1n­
c!ividu&l c!irectora rather than to the board aa a unit. Such 
procedure advised persona not connect..S with the Bank of the 
criticiama. Indicated that preaa releasee announcing the divi­
dend bad been issued before the telegram by the Acting Comp­
troller was read t o the board ot dl.rectora, Diaagreed with 
the criticiams in llr. Diggs' letter ot September 2) (above) . 

October 15, 1938 - Letter to the Comptroller tron the Secretary 
ot the board of directors of tho Bank tranamitting the above 
letter of October ll, signed by individual Bank directors, and 
advising that that letter waa aigMd b:y all directors present 
at the aeting except llr. A. P. 01&nn1n1 and llr. Joseph II. 
Schenck. llr. Schenck resigned aa a director on October 10, 
19)8. 

October 20. 1938 - llr. Upham' a memorandum of a personal cell at 
hie office by llr. Char lea 'J. Collin a, local counsel for the 
Bank. llr. Collins 1ndiceted that he thought " conference 111tb 
representatives of the Bank could settle all i ssues although 
he waa not authorized to request such a conference. ll.r. Uphalll 
advised hill! that the board of c!irectora had appointed a COJ~Po 
mittee to consider the letter or criticiem fran the Comptro1-
1or1a Office, dated September 23 (above). 

)8. October 27. 1938 - Lett er from llr. Eccles to the Secretary trans-
/ m1 tting a memorandum concerning the procedure to remo't'e bank 

c!irectors under section 30 of the Banking Act or 1933. llr. 
Eccles inc!icated that it would be a mistake to proce..s mder 
section 30 because o! the possible de~ and complicated pro­
cedure. 

)9y' October 29, 1938.- Letter troa llr. Ruaaell 0. Sraith, Vice Presi-
./ dent and Cashier or tho Bank, to the Caoptroller c!iscussing 

certain it""'" in the report of exaa:ination COIIpleted September 
lS, 19)8. 

40. NoveJ!lber 2. l938 - Letter from the Secretary to llr. Eccles ~ 
viai.ne that the memorandum with llr. Eccles ' letter or October 
27, 19)8 (above) bad been referred to the Comptroller of the 
Currency. 

I,J.. Nnnmher 51 1938 - ll.emorandUQ from llr. Duffield to the Seoretar)' 
../ ad'rlei.ng of llr. Duffield's meeting with repreeentatins ot the 

F-.!era1 IIAiserve Board to c!iaouea t hair acti ntiea in the 
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Tranaaaerica .atter. .UthOUib the Board had wrned 
TluM,..rie&, the corporatico had not CCIIIp).1ed with the 
Bo&rd1a re~t that it eit.Mr (l) _..to be a 
bank holding COIIIj)&n;y, or (2) dinet it..U ot all interest 
in eeouritiee cooopan1ee. If no plan wwe preaented ey 
llovellber 29, the vice-preeideat o! the San Francisco Re­
serve bank had been instructed to inveetisato and report 
to tho Board. 

42. llo'Y!P!ber lO. 1938 - Latter trom llr. llaneo to llr. Douslas ..... 
./ queeting a cow ot the S.E,C. report on Tnn......-1oa which 
/_was laid betoro the s.E.C. on 1/o'feaber 8, 

43. l!oye!lber l2. 1938 - llellloranclua traa llr. DW'tield to the s­
reta.ry, SlliSGetins coordl.nt.ted aotico ot all three ban!dng 
agencies, Federal. Deposit Inwranco Corporation should 
talco tho tirat etep to teradnate the Bank's inwranco and 
the Federal Reserve should talce the tirat etep to ramon 
the Bank trom tho System. If the eeotion .)() proceedin& ey 
Comptroller to remove direotora ,..... aucceeatul the proceed.­
ins• by the Federal Deposit Inauranoe Corporation and the 
Federal Reserve could be 4ropped. 

1,1,, Nov!!!!ber 14, 1938 - Letter tro1l1 llr, Eoolee to the Comptroller 
1n which ho advised that in tranlllllittins hie JD81110randmn to 
the Secretary he was not queetion1ng the availability of a 
section )0 ramo~ or that the reaponaibllity tor detorm1ninc 
the prococlure thereunder roeted with the Colllptrollar, 'l'he 
queetion of prococlure could bo worked out ey calllng tosetba' 
tho losal and technical staff. Board waa roa~ to cooperate 

......... ~. 
45. !!o!'!!!!ber 171 1938 - Letter troll llr. Ilou&laa to llr. Banes 1n 
~ to llr. Banes' letter o! llov...,... 1.0, and enclosinS a 
copy ot the s .E.c. ~aport on tr-ioa • 

./ 
1,6. !!o'!!!!!!ber 17. 19'38 - Letter trom llr. Dousla• to the Secretary, 

requ8eting copioa of tho reports of ere••n•tion of the Bank 
of .bor1oa 1'rol:t 1931 to 1938, inclu.oive, for inspection and 
uee 1n &rJ;:T puhllc> hoarinS authorised b,r the S.E.C. to datendne 
11hether tran.uerica baa failed to oompq with tha proviaiona 

v{f the S.E.O. Act of 1934. 

4?. - .~tl::.~~!e~·· 
ZX.Ob&Di•,-~,....:ieeion the erem nar' a report a requaat.d on con­
dition, btnleYer, that none ot the .aterial 1n tbo .. · ..-porta 
will be ueed 1n &rJ;:T puhllo heor1nS witbout firat obh'n1nc 
1111 approval 1n writinc"• 
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48. NomJ?er 19. 1938 - J.:azooranclum ot conlerenee in Jlr. Upham's 
ctt1co bet111>tm !Jr. Roege, Assistant General. Counsel for 
tile S.E. C. , and l!essrs. Upham, Foley, DIU'.field, and Sherbond;y, 
Jlr, Rocge pointed out tbat evontualJJ' aome of the information 
in the reports of examination of tba Bo.nk v10uld bave to be 
made public. It was agreed tbat there <oOuld be a further 
exc~umGe of correspondence in which the S.E. C. would list 
the portions of the reports which it would need to make ~ 
lie. !.!r, Ro;:ge saw no necessity for aey r811'.arks in the S. B.C, 

/ proceedin(; which would impq insolvency of the Bank, 

49. J!ov8!!!by 22. 1936 - Order of the S. E.C. in the proceedings to 
auapend or wi thclraw the stock of Transacerica troa national 
securitiea "Tclll!nees, 

./ so. !lov!!l!j!!r 23. 1938 - Opinico troa Jlr, Oliphant to the Secretary, 
adY.1•1na tbat the Secrat&r7 could we anil.able to the S, E,C, 
information contained in reports of examinati on of a national 
bank, which infonr.ation the Coora:Laa:Lon contecpl.ated using in 
a public hearin& in proeeedin&a to euepend or withdraw tba 
registration of certaU> aecuritiea. 

/ 
51. Noveml>er 23 . 1938 - Letter tram Jlr, Douglas to the Secretary, 

/ 

att aching a copy of the COIIII!Iiuion' a proposed Order andre­
queotin& the Secretary' e •consent to make public official 
use, aa part of the proposed proceedings, of such of the in­
formation obtained from these twenty-!ive reports as bears 
on the al.legation.s contained in the proposed order or amend-
ments thereof • . 

52. November 23. 1938 - Letter from the Secretary to !.!r, Douglas, 
consenting to the "public official use• of the information 
in the reports bearing on the &lle&ati one in the S.E,C. order, 

53. llovecber 23, 19)? - Letter fro::> l!r. Delano to the Board of 
Directors of the Bank of America adviaing tbat the Cailptroller' • 
office 'OOuld be pleased to co::pq with the request in the ~ 
ter of October ll from the Bank for a meeting with tba manage­
ment of the &nk, at 1UI;f ti.me the lll&l'l&gement might care to 
come to Washington. .Advised that the Collptroller• s office 
would continue to insist upon {l) proper atand.ards of banking 
practice, {2) r eduction of the percentage of criticised eaaeta, 

/ and {3) increase in capital ratio. 

54. Noveml?er 26 . 1938 - Let t er from Acting Comptroller Upham to Na­
tional Bank Examiner L. K, Sedlacek, permitting and authorir.ina 
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Ill'. Sedl.acelt to diocnuo with till S,J,Oe U.. affaire of U.. 
:Bank of .._erica, iDClu41QC tho -~~ of borrowro 8ZI4 tlul 

/collateral for loADo. 

55• lltC!Iblr z. 1'!38 - X..tter froa Ill'. llouclao to tho S.crot&z7, 
roquutiD& tlul lo!"l to thl Oo•iuion of ADT expert apprahero 
a't'&1llbll 1l1 tlul !l'ruoury Depll'tllllllt to auilt the Ooaiuioa 
1l1 appra1a1Dc certain tara &ll4 oit7 propert7 held •• oollate.al 
f or loADo ll&de b7 U.. li&Zil< of Aaertoa. 

-~ ./ . 'JU• Dlcebtr '!. 1'!38 - ll1010readUil froa lire 011phallt to llr, DelADo, &4-
YioiQC tlult there ia DO lec&l objectioa to the dea1cll&tion b7 
tlul Coaptroller of ou or .,rl penou ill hie office to aerY! 
•• po1nta of coataet n th the Sd.C. ao requuted 1l1 a litter 
froa llr. lloucJ,aa • 

.,/ . . 
57. »•c .. blr 10. 1'138 - ~l'&lldla froa Mr. 7ole7 to llr. DelADo, a4-

Yh111C tlult there h 110 1~ autbor1 t7 for tlul !reaoury Depart.: 
aent to loAD pereollllll (lUSh •• apprahero ) to the S.J.C. Bo~ 
nor, !lrYiceo could be perforaed for tlul s ,J,C , &lld. appropriate 
pa:raoat .ade b7 U.. Co•iooi oa to the !l'reaoury, 

58• l)ecembor 15. 1938 - X..tter froa Ill'. L. 11. Gi"""1ni to the eoap:. 
troller atteoh1QC ... ouUtae miiDOr&lldua of a progrea to oettle 
the 1ooua~1l1 diopute betwelll tho :Bank 8ZI4 tlul Co~~ptroller, 
which procraa waa worked out after collfertaceo wt th Yariouo 
official• 1l1 Waobtn~n. Ill'. ~.illi indicated tlult he b~ 
lined the pro£1'1111 would be accepteble to tlul board of tlul :Baall:, 
altbouc;h he did not bel1no tlult the :Bank ohould be co~~pelled 
to aa1D.te1l1 a 1 to 10 ratio of capital to depcdto. v: 59· Dlceber 15, 1'138 - X..Uer froa Ill'. Jeue B. Joneo to Ill'. !lr.llee, 
eaoloetQC U.. &boTe letter of Dloeblr 15 free Ill', 01anntat . 
Ill'. Joaeo 1D.d1cated tlult the a...,l'ADdua with Ill', ~!annlnt l e 
litter waa ao acreed upon b7 Ill'. llueo, Ill'. Jouo, Ill'. Crowl17, 
8ZI4 llr. DllADo. Ill', J oue &leo 1ndicated tlult 1t -• hie 
uadereteD.diQC tlult IIeure. Uph&a, 7olpr, !laith 8ZI4 oU..re 1l1 

./ 
the Coaptroll•r'o office concurred with Ill'. !lr.aeo • 

6o. l)ecebtr 11, 193§ ; X..tter f roa AetiQC Coaptroller Upham to Aoo1o~ 
ant Chiot •tion&l :Bank lzMl.ur r. I . l[rippel, peraitiinc and 

. autborh1Dc h1a to diecnuo wi til tho s . J.o. the aff&iro of tlul 
~ :Baall: of Aaerica. 

61. l)eceber 17. 1'!3§ .:. ~raD.dua f .. )(r, 7oll7 to tlul Seoret&r7, 
ll&ll:inc cerw.tn objection• to U.. procrea worlr:ad out w1 th lire 
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L. K. Giannini 111 certain adllinl.stratin otticers, 8Jid iDdi­
cating that the General OoUilsel's ottica had not participated 
in the negotietiona. lr. Polq .pointed out that the proposed 
agreement would have no binding legal. ettect and thAt there 
would be no WJ< ot entoroing it since it aplied that no lat­
ter ot arnl.ng would be sent. 'lh• agr-t 110uld waiTe the 
d1Yidend warning contained in the telegraa ot September 13, 
19J8, In addition the proposed agreement ignored certain il­
legal actiYities engaged in qy the Bank. 

62. Deooaber 22 . 1938 - Letter trOll llr. Delano to lr. L. K. Giannini 
referring to lr. Giannini' s letter of Deaelllber lS and advising 
that he, aa Comptroller ot the Currency, -• not at liberV to 
bind bia otticial action& in the tuture or to aUl'Z'ender the 
discretion llbicb legislction creating bis ottice Tested in him. 
Re indicated that he no not a t liberty to agree in adYSDOe 
that 8rJ7 d1Yidend llligbt be paid pursuant to a decl.D.rntion in 
llarab 1939. Ststed that the progr&ll tor the Bank transaitted 
nth lr. Giann1n11a l etter ot Deo811ber lS would be helptul. 

63. Deopber 31. 1938 - Letter troa lr. L. II. Giannini to the COIIp­
traller referring to the Comptroller' s letter ot December 22 
8Jid pointing out thnt the me~~orandm ·ot a prograa tor the Bank 
ns prepared in the treasllf7 and ""a not ot lr. Giannini'• 
authorahip. Indicated th11t the best yeu in the history .of 
the Bank was just closing 8Jid expressed a daaire to continuo 
cooperation aith the tre~>sury, the Pederal ReaerTe Board, and 
the Pederal Deposit Insurance Corporation. 

64, lA:ouarY ll. 19]9 - Letter tro• lr. L, II, Giannini to lr. Delano, 
adYising thAt the Board ot Directors ot the Bank had authorised 
the lll8.DIIge""'nt to follow the prograa deYeloped in the confer­
ences in llasbington, and to present to the Board such .attera 
in regard thereto as might require apecitic action ot the Board, 

/. 6S. .TanlJ!lX J.6 . 1939 -Letter troa lr, Dollgl&a to lr, RMes, en<>loa-
ing certain correapondance between the S . I!.O. and attornqa tor 
'llranaamerica co.-rning a proposal to postpone the opening ot 
the S.E.C. hearinli: on fran88111erioa . Jlr . Douglas also tri!Jla­
mitted tor auueationa a proposed latter troa llr. Douglas to 
the attor,.ya tor 'llr..,_rica, d~ng that the tran8811erioa 
proceeding• carried &Jl1 aplication ot a failure on the part 
ot the Ooaptroller ot the Currency or the Pederal Reaern 
Board to carry out their duties, 8lld den:Jing that no oontro­
nrey a:l.oted bet• - the !aDk ot berica and the Ooaptrol­
ler' a ottice. 
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66. Jaa1W7 16 1939 - Openlnc or the 'l'.roul-rica hearliiC at the 
Sd.C, ! !Ole hear lAc wao attonded recnl&rl.T b;r Ill'. Donalcl. J. 
Sllerboll4;r in Ill'. Jo1o;r1 o oUico. Ill'. Jo1o;r tl'&ll•itted -~ 
oua a...,raacl.a to the llocretar;r, acl.Yielnc Ilia of o1CJI1ficaat 

/ocurrccoe at tho lleariac.~ 

67. J &!!U!t7 16. 1239 - OoiiJ>labt in the O&ll of :B•pt of .!aorioa ,., 
Don«la• , at al 1D tho Dlotriot Court ot the United Stat11 tor 
the Dbtrict of Columbia, alloglJJ&, ..,.,., other thl.nco, tllet 
the S.cret&r7 or the Treaour;r actecl. 1lle~l.7 1D JDaldns an.u..: 
able · the report• ot ezaa1Dat1on ot the llal1k of .lmer1ca to the 
S.J:,C,, &Dd roqueetim& ao 1n,J1111ct1o11 reatrainlJIC the Sd.C. 

/ troa ualJI& wch reporto &Dd troa l.Jrt'eoUptlJI& the llaalto 

68. Jaauarz 18. 1939 .: W....rancl.ua troa Ill'. Jo1e;r to the llecretar;r 
111 th refel'81lce to a contercoe betn ... Ill'. Jolo;r &114 the .t.t­
torne:r Clelleral. Ill'. Jo1e;r lett with the .t.ttorne;r Clelleral, 
ao ~uncl. matorlal in caoe he wao callecl. upon tor .., 
opinion, a cop7 of Ill'. Ol1phut1 o opinion rep:rcl.1DC tho le­
galit;r of the Treaour:r' • action in ald~~g an.llable to the 

~ s.~.o. the reporta of exam1D&t1on. 

69. Janl!&l'Y 201 1939 - Letter troa the Secrot&r7 to the .t.ttorno;r 
0..11eral, requeeti;>e .., op1D1o11 •• to the authorit;r of the 
Secret&r7 of the Treaour;r to m&1te anilable to other &&ene1eo 
of the Oovel'JIIIIIIIt reporto of examination of a national ba.llk, 

/_ 
70, J&!!U&l 20. 12J'l - Letter from Ill'. DoiiClaa to tho Secretar,., . 

requeatl~~g copiee of TraeaUI7 ruleo &Dd regulat1o11o with re­
opect to the dbclooure of info,..tioll 111 tho f1lee of the 
DepartiDIIlt, &Dd .., atf ideTit concorni~~& the pree111t &114 paot 

/ 
pol_tc;r of the Depart:oent with reopect to furniohiiiC ouch 
into.-tioll to Ooverume11 t &&enoiee, 

71, J!!!U&l'7 201 1939 - Letter froa Ill'. DoiiClae to the Secretar;r, 
requeoti~~g an atf~d&vit of the Co.-ptrollor of the Currenc;r 
to the effect thet the Coaptroller did not r op:rd h111oe1f ao 
authorised b;r law to preocribo accountlnc practiceo to be 
followed b;r national ballkao 

72. .18Jil>R7 21. l9J'l - Letter troa Ill'. 1'. II. 'l'boapoon, .t.cU~~g ~ 
a1111etratin .l.ooht...t to the Secretar;r, to llr. Doucl&o, 
tra~~..,ltti~~g atticiaTito of 1'. II. Vel!o;rnoldo, .&4a111htratiTo 
.t.ubtallt to tho Socretar;r, &Dd llr. 17phaa, 111 rooponoo to the 
abaTe requeets troa Ill'. Doacla•• 
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/ 
7). lte!N1' 21.. 1m- ---..tua ~ llr. FoJAir to llr. Jforpat.baa 

oriUl ...,_to a ooarer- 1D tho ottiM ot llr, Golda 
leU at the De.-n-nt ot l..UO., at .e1Gh -. &leo pnMDt 
other ottio!.t.la ot the De~ ot l..Uoo. llr, lloll boli­
oated t.bat 1t aa iD&Ps«OP1'1&to tar tho 1ttclra~T GoDIIral to 
hl>ll.r a t...-J. opillion on tho q•.UOn ot tho - ot w-.. 
Uon ~ t1loa 1D tho !irouul7 Depert;Nnt 'bJ Ula S.I.O. M­
ea,.. the !rw.elll'7 ba4 aJreed;f acted 1D tho uuer. Arter 
ee.......U ho,..a ot 41aou .. ion all. pertiea pi'Oeed a&l'M4 that 
tho aoUoa ot tho Soorotuy ot the Tronelll'7 on the Mrlt.e aa 
p:'Opel" and a IIOIIOX'andua to tbet ottoot we pl'epered tor tho 
1ttoii'DII7 Goaoral. llr. Fol117 iDdioat.d. tbot it •• hie op1111oa 
that the Attorn.:T General WOtll.d oo.tUDioato with tho Sooretuy 

/ OD the utter. 

74. l&pll!l'l 21. . 19l9 - YerbaU.. report ot a tolojil.,. oo-e&UOD 
bot.. tho &aoretuy ...., llr. :t.p 1a the 1ttorba!r Gooloral'• 
ottioe. !he 1ttort>"7 Ooaeral we not 1D hia ofnco. llr. J'.ap 
adrleed that tho _....,_ prepared at tho ooar- with 

/ 

llr. PoJAir t.bat IIOZ'Diac ba4 been .....ai...t liT tho 1ttol'111"7 Cloa­
eralllbo e&1d it •• correct. llr. J'.ap n.4 the~- to 
the Seoret.uy, the _.tanoo ot tho ~ua boillc that 
there •• no lopl objeoUon to the Soorotuy t111'111111 oftl' r.­
porta ot .....aillllUOD and other rel&Uw iatoru.Uoa to tho 
S,!l.O. !he -raDii.• ooatai...t tho et.a~t t.bat 1t ... 
iapi'Oper .....s.r the oirouaetanooa to reDil._. a t...-J. op1111oa 
aiDoo the &OUon ba4 alr~ bee telceD b7 the trou...,., and, 
tla-ther the aoUon ot the !rMS\Il'7 •• 1a'folft4 1a a ~ 
PI'•" "nc. llr. :t.p adrleed that be aderatood that tho 
Attorba!r Cloneral c.......rre4 1D tho ~ ... 

75. lp'qln 27· 1m- Letter boa .... DoQCl.aa to tho &aoretuy, .,._ 
.. q•&UJII corUtie4 ccpiaa ot !ro&eUOT ru1 .. and reculaUODI 

with reepeot to the 41ecloeuro ot dop>.l'tilontel iatOl'U.UOD. 

76_./lM!!IIT 27· 19]9 - Letter ma llr. Jlollqaolde to llr. JlouClaa 
t.ran.:lt;Uac aert.UW jilotoat.aUc copiel ot !reaelll'7 rulea 

/ and rellll&Uou. 

77. h•u 21. 1m-._......,,.~ .... ro1A!r to._ &aoretuy 
eottiae tortb tho pnoUoo ot tho ott1oo ot tho ~ 
of tho Oaz..,. 1a dee"ac with nq•na f~~~r 1a.lpeot;ln arr 
- of ~w ot '•tioo &ad otMr -r!Matial _.... 

- ./ 
rel.at;iw to •u..1 ll&ab. 

78. zuwx 21. 1m- 111o lntora baa .... ,..,,.:Ida • •· enp, 
Dep1d;r lloaptroJ..1er of tho O&UIIIIT, &ad to .... W. •• ~~ 
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• 
.lawiallt A4aialatrat1..W .laaiaiallt to the s.or.w,., aut.b­
orUias lr. Oo,p &Dd lr , '!h...,.,. to reepc>Dd to a..,pa ., 
IUid teet117 ae c.-.- ill tile- ot "nk of 1 p....a ,., 
,,,, (lr, .a.s.r-, .laaiaiallt Oo...el ia tile Coa;tZo1-

/'• ottice, U... appear.4 ae a td.*N ia tile - -.) 

'19. ltawrr lQ1 1919 - Opialon ot lr. l..Uoe 0 1 DoD~~c~>• 1a tile Dl­
at:riot Collrt ot the Qaited states tor the Dinrlot ot Co1181bta, 
1ddcb upbel4 t1w ution ot tile SeoreW,. ot the !reeet1r1 ill 
IIUiAg anilabla to tile 8.11.0, the reporta ot -••Uon • 

./ 
80. lebrueq 17. 19l9 - ........,Ddua troa Mr. l oJ.e7 to lr. O.lano, 

point1DC out that Mr, O.lano 111cbt daa1re to lift -~­
tion to tba q•ation ot llbether the BaDit ot .&merioa -• to 
be 1IUD84 betor. tba date tor tba board ot 41reotor' a -t-
1111 ill ll&rob, at 'llb1oh a - diYideD4 wo\114 Jrobabq be c»­
c:l.a.-.d. 

81. f!brupx 20, 121C) - Letter tl'aa lf.r. DelaDo to Jlr. Le •• G1ann1ft1 -' 
ad't'ia1JIC tbat althoQ&t> the c-t report ot -·•mt1on wo\114 
DOt be -plated 1Dt1l llarcb l , a ~ll•lury o.ppno:iatioa ot 
tile ~· 1Ddioate4 that in ordiN' to eata'bllah a .,. to to. 
ratio tor tile BaU:, it wo\114 be ..oea8&"7 to u.or-... the oapital 
ot the BaU: bet - b3,ooo,ooo aDd be,ooo,ooo. v 

82. hbrwrx 21. 1m - 1*> -r&Jid&, botb 1a1t1ale4 b:r lr. '!h­
~ld at the O.~t ot lwotioe, ot a oont- ot lr. 
Arliold with ••era. Delano, r o1e7 &Dd a..rbolld:r, to achi .. hia 
ot taote ill tile BaDit ot -'-loa eitll&tiOD which 111Pt ilrtolYe 
cr1aiAal Yiol4t101>8. lr. lrDold acr...t that 1t aPI'Nft4 ia­
ad.Y1aallle at that tiae tor the Coeptroll.el' or the Carre""" to 
refer tonallT to the O.part.et ot l utice 8IfT poaa1ble oria-
1aal Yiolatione • .,.. . 

~. llanb. 9, 1919- ._..,&114,. tl"oa lr. SherboD<!;r (throQ&t> Mr. Jole7) 
to lr, -...obal, ad't'1&1DC hia ot oerteiA foot e 1a the BaDit ot 

/ JMrioa a1tll&t10D wbicb lllPt iDYOlft tax aY014anoe, 

84. !lergllll, 1m - -..oriUidua tl'oa lr. l'oJ.er to the 81oret&ry, u.­
YiaiaC Ilia tb&t lr, Jlocp a t the 8•1.0. ba4 1Dtone4 lr, a-­
~ b:r telejil011e that the S•I.C, ba4 a letter tl'oa - ot 
t1uo1r - 011 the W..t eo..t t~ a ~ tbat tile 11u1t 
ot .a..ioa ba4 -~ ll&de a ~ ot appi'Qid.at.q 1800,000 
to a~ otticial i:A ~. lr. loJ.e7 1nd10&W 
tb&t be ba4 ll...n..4l;r GMoiDicl w112>o\lt UDDIN the ~ npar\ 
ot ••t1011 ot the .... 
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~ S I ~ ~ S ., ., .'- ., ., . 

l;Il' ii'!f;i;f l!i ~~'~ Jl l'J!j~" 
E llr!l . f12 ~· • §p: . a f !~if t• ~([~ 

r~ • ~ 6~ ~. i ~-~~ ! ~· • 
: g f! ! t) ~ ~ . g ; f I! ifJ. I If I f !. t !' I i • I • it! ~~ I .•.. ... . . . t:IU ~i' r .. 

- , - ~-~~~~ ~- o & ~ q.pi s! ~, 

il ~~ ~~~ir '!l;ii~;~ iii ~~~4 Ei lff. f r i ·~'lr I ~s.r ~~ ~~- ~~~ 
r ; ~~~~~ ffJi~Jif ~f[ i;! r~ ~~·· 

I~~ , ~,i ~ i&·~~~t'f ''~ 1·1f ~~ fli~·l t1 1· r:J;f •1: ~r~~ ~~~ 1; ~ ~;· lr~r~~ ''t • ~·~l~ f 1 'Jl'~f ~ ~ ~ ; if ~~f~ f 
• -
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(b) 

(o) 

12. 

U.. aJ'III""&l of U.. Pr.llideat U.. ... _. 
rinltioa n- Oorpare.Uoa wa1114 141114 
\o .toolltloU.s ot the !aU ..,... \o -
able the a\ooM!ol4C'a \o •~ tor 
J;&"eferred atook of the luJt, !be lou 
would be at ~ &114 the J;&"e!GTed nod: 
waul4 oeJ'I'7 1/.' 
~ ll. 1919- tett.r troa Ill", Do\llilU \o 

: loaea, ..tndq tbnt the s.a.c. luld 110 

obJeot.1oa \o the p&'Opoeed ... outno\ioa 
l'1aalloe OorporaUOD louJ 8114 

'Fi)l· p - te\t.r troa Ill", L. L .GianHrd 
\o • oaea, Jl8lda& application on beb&lt 
ot the leU'• a\ooM!oldoora tor a loom "' \o 
tzs,ooo,ooo ..,oa the t.n. 8114 ooadiUau 
cnatl.1JIIId 1a ... . loaea• latt.r of J'e'bruu7 2S. 

(2) lJrll.__A, 1919 - tett.r b'ca Ill" , J.,.e \o U.. SMNtuJ 
raoo d'"l that the lleaoutrutt.101l n- Corpora­
tion lou tzs.ooo,ooo oa the p:-etarred .toot ot u.. 
llaDic, aad aMieiJIC that the unal fozwal. l"UCVIo.la­
\1on would be NUt \o the lleoretuJ 1a d,. oo1a'•· 

(3) !arll 4• 1CD9 - tett.r b'ca Ill". Delallo to the SMNtuJ 
l"eoc •"'11'& that the lleoretuJ nq,.at the leooDetr...,... 
tion J'~ Corparation \o ..a the loom \o the atook>­
holdool"a ot the B&llll:. 

(4) !FA 4· 1919- Lett.r troa Ill". Cz'OIIl.AoT to tl:e ...... tu7. 
a.M.aiJII that the p&'OpoMd s.-. 1a the Cl&p1tal of 
ta. au.1: -• iD u.. with the procraa clorft1Dpa4 _, the 
ec-ptrollc ot the OdiTaiJIC,T aDd that the - Cl&p1tal 
wo1114 •tari.allT ~ the poa1\1oa of the Jlulk, 

lpril 4• 1912 - Lett.r trca Ill". II&Dea \o the lleaftta7 
1"10 ''Ill that the IIMNtu)" nql»at the laeoD-
atruotion n- Corpon\1on \o ..a the ~. 

"-• 1prA 7. 1212- ....,...._ trv Ill", J'oJAir \o tha Slal'et.l'J, wn..­
iall h1a that on 1pr11 4 the s.a.o. tilacl a u. eul.t 1a the ~w 
Stet .. Diatriot Co...t t<~r the IOrtMrD Diatriot ~ CalltOl"Dia, re­
qu.atiJII an aJ1810tioa \o natraiD 'l'iatruat IDo., 1. p, IH•m1n! • 

• 
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L, •• 01ann1N., &114 J'oha •• Grant, Pr.a1dent of !lr&....aur:l.oa, 

hoe detl'alldiq i~m~atora • a 11011- ot Mlll111 8<'-0olle4 
trust eertitioatea. 

92. -l.wu 7 . 1919 - -.o......mo b'oa llr. FolAIF to the 8Nt•to.l7, ..s­
't'iailll Ida that on 1pr1l. 6 the S.B.c. tu..s &~~~>the' law nit 
in the Diatriot Court or the Old.ted Stetea tor tbe ~ 
Diatriot ot C411tornta, to rutro.ia a toraer •pl.orM (*hnMJ) 
or the S.E.C. tl'oa diaeloaU.C ooatidential Wona:..tion with 
reference to the TranaeMrioa iu'restl.«ation to the Bulk of 
.&aerioa, L . If. Q.ia.nn1n1 1 &Dd Trana•-rie& Corporat.ion • 

./ 
93 . AprillO. 1919 - draft ot n latter b'08 llr . L, • • 

Qi•nni!d to the ad't'isillg that aa a oolldition to 
the lleoonatruotion Corpomtion loan, the Balik .ouU 
acree to deelnre no turther d1 't'14eDd it 1n the opinion of 
either the Coaptroller of tha 0~, the retarallle_... 
Boar4, or the Jedalral DepoaU Inaur:anoe Corporation, the PfiT" 

MDt ot allllh d1 't'idend woal4 illpdr the oap1 tal stock of the 
./ Bank al would oonatitute an ...te or -'>11114 bonldng pract:l.oa. 

94. April u . 1m - Letter troa the ~~eoretarr to 11r. &lobbor&, ao­
lalow1edcilll .._ipt of Jlr, Biobborg' a latter of AprlllO. '!be 

Secretarr ateted that aa to tbe Jlanlt -ttar it •• hia praot:l.oa 
DOt to diaoua • out or cbAIIMla' lap.l prob1•• etteotiJII the 

O.partllellt, aDd ..-.ueatiDC that llr. llicbbor& tab the Bulk aitu­
&tion up with the ~ a.,.ra. '!be lleoretuy adYi ... that 
be would tela!*- Jlr. Richber& it poaaibla that -.1:, aa to 
-..n it would bo oon~t to - Ida. · 

./ 95. AprUl) . 1939 - ._,r&Dd,. trca lfr. De~o to the Seeretuy, di-
&NtiDC the oriticliU or the 11an1t u ilh01111 • the report ot 
sre•lnetinn, dated PeliruJrT 281 19)9. 

v . 
96. A!!!'1l. M . 19]9 - Letter b'08 llr, Delano to the Board of Dinotora 

of the llaU ot .a-rica diao1188J.ac the report of -'Mtion ot 
/ the llaU ocaplsted Pellr'wdy 28, 1939. 

97. AprA 271 1919 - ._..&11418 tl'oa Jlr, Upbaa to Jlr, PolAIF, tnu­
alttJ.ac a --...418 b'08 ... tional.llaU ""'•'- lfoioean at Sea 
J'J'eM'-· with t.U.• ret- to the 'I'Otiac ot the luk'• 
atook b)' Tra•ao ice at the 1-.j -.tine ot the IINik' • 
.au.r.bo~ • • 

Regraded Unclassified



/ u. 
98. !lq 2 . 1919 -._,..&ad,. troa Ill' . rol~~r to Ill'. Vpbaa • ..t.Uilll 

tut 1.t t.here 11 • '1'1dcce aftilabla to ~ t.ha ata~ta 
...- 1A 11r: lloLee.D1e -aoo~ ... t.ha 1Dtonat1oa 1A tut 
--...dta 'IOuld DOt alter t.ha ooaoluaioa 1A Ill'. Foll!r ' • 
-ol'O.IId~a of llaroh 30• 1939 addreaeed to Ill' . Del.eno• 44-
YieiAa tut franeulerioe ia a hol41zla o011pe.q atn.l11!.te of 
t.ha ll&nlt of -'-'ioa, 

99, ,/ !laJ 8 . l9l9 - Decision of t.ha llnitec! Statee Co..-t of .lppu.l. ff>l' 
t.ha District of Col~abia 1A t.he O&M of "nk of , ......,. T. 
Dowl••. 1lbich appr'Oft<l t.he actioD of t.ha S..Z..taq of tbe 
orr...,.,. "" uk1ag &T&ilabla to t.ha s.s.c. t.he l:'epCIZ'te ot 
ree'• • Uoe • 

./.: 
100, lilt 11. 1m -In n.. ot ~ .. eta~ta t.h.:lt .... x. • •• 

01&11111n1 h4Cl eent tele&raae to Senator.....,.... aod Coa&re­
Ste&pll n~<~•etiAa an 1A.,.et1pt1oa of t.he oODtrcmaq wit.h 
t.ha lloulk• at the S.C.ta%7' • noq •at Ill' . lleZ'Dard aod Ill'. Spin­
eva 1A t.ha l.&Pelati.,. -uon of t.he a.-.1 Ccnauoal ' • ot­
fioa took per~ to SeDILtor Wapor and Consrw•-.o Steepll 
oopiea of the opizdou 1.n the oaM ot " nk ot 'Mri O! T. DoW• • 
&D4 Stotrlt.itt w !'nb'nn oo•••ioa •· "b•gr. Both 
gentl- 1Adioated t.hat t.hey appron« t.he acUou of tbe 
Treasury Department 1A thi s matter liN! t.hat tiiiQ' had DDt 
giftl1 AllY eerio\11 CODiideraUon to t.he telep-nma trOll Ill'. 
W•nn'"' • 

... 
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CHRONOLOGY OF EVBNTS RELATIVE TO 

TI!K B&JIK OF AloiBRICA NATIONAL TRUST AND 

SAVINGS ASSOCIATION 

SEPTFl.ffiER 1 , 19:58 ." 

TO 

APRIL 16, 19:59 

• 

• 

• 
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Bank of America N.T . & S.A. 

JSeptember l, 19~8 

, Se~~ember 8, 19~8 

' a~. 
I September 13, l9~8t 

Mr. Polgar d iscussed with Mr. Smith , 
Vi oe President and Cashier of the 
Bank of America, the asset condition 
ot the bank and management policies. 
Emphasis was g iven to the necess ity 
!or conserving earnings to take care 
of losses r ather than payment of 
excessive d i vidends . 

Act ing Comptroller Disgs recomcends 
to the Secretary (at hie request ) 
that the dividend ra te of the Bank 
ot America be reduced !rom 19 . 2% 
t o not over 6~ 1 that the bank charge 
ott promptly losses estimated by 
examiners in semi-annual examina­
tions ; that the bank d iscontinue 
t~ practice of transferring other 
r eal esta te to affiliates by sub­
stitut ing therefor the f orm of 
contract now in use ; and tha t the 
bank be givon little it any authority 
to operate additional branches until 
its condition has been materi.ally 
improved. 

Deputy Comptroller Cough makes de­
tailed reply to A· P. Giannini's 
letter of Way 6th complaining about 
examiner's orit1c1ama . Refers to 
"maze created by numerous loans t o 
aff iliates , the mass of reel estate 
held dir ectly and indirectly, the 
under-capitalized condition of the 
bank • • • • and pat=ant of dividends 
0 t exorbitant r a tes , besides many 
other details . 
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•September l~, 19~8 

September 15, 1938 

" • Sept ember 20, 19~8 

·' 
·, September 21, 19~8 

•• .. 
' Sap tomber 2~ , 19~8 

· ' Septe:.ber 2~, 19~8 

- 2 -

Te legram from Acting Compt rol ler 
Di ggs to Examiner Palmer to be read 
at meet ing of bank board warning bank 
t hat declarati on of dividand woul d be 
unsafe and unsound banking practice . 
(Board declared dividend nevertheless. ) 

Letter fran A. P. Giannini to Acting 
Comptroller Digga protesting warning 
t elegram. 

Telegram from L. 1£, Giannini to Acting 
Comptroller Diggs 1ntorm1ng him that 
the bank bad requested a bearing be­
fore the Board ot Governors of the 
Federal Reaervo System. 

Charles w. Collins, representing the 
Bank of America, conferred with Mr • 
Borsa to learn the course of action 
which the Comptroller ' s office con­
t emplates taking. 

Lettor to each director of t he Bank 
of America from Acting Comptr ol ler 
Diggs outlining their personal l i a ­
bility as directors. 

Letter to each director of the Bank 
of America from Acting Comptroller 
Diggs summarb1ng the criticisms 1n 
the latest report of examination . 
Le~ter rotors to •ever- increasing. 
111-advleed d1vidonde • •• frozer. 
and unbankable assets • • • inade­
quate reaervea • • • • and under­
capitalifod condition"; summarizes 
examiner orit i ciama i n some deta i l . 
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September 27, 1938 

September 29, 1938 

October 3, 1938 

~ 
.October 17, 1938 

.october 20 , 1938 

,. .. 
October 29 , 1938 

- 3 -

Mr. Charles w. Collins telephoned 
to Deputy Comptroller Gough aski ns 
for information about the status 
of the Bank of America negotiat i ons . 
!.:r. Cough made a non-committal reply. 

Mr. Prentiss , District Chief Examiner 
in San Francisco, telephoned Chief 
&xam1ner Folger tha t the cashier of 
t he bank had suggested that ~r . 
Prent1sa call on A. P. Giannini for 
a "satisfac tory arrangement" of the 
difficulties. ~r. Prentiss was 
instructed not to approach wr . Oiann1n1 . 

Letter received from secretary of 
board stating that a cocmittee of 
nine directors had beon named to 
review the communications from t he 
Office of the Comptroller. 

Letter dated October 11th to Comp­
troller from directors of bank 
purporting to answer 1n detail 
the examiner criticisms summari zed 
1n Mr. Di ggs letter of september 
23rd. 

Charles w. Collins called on J cting 
Comptroller Upham to urge that the 
canagement of the baru< be afforded 
an opport unity ror a conference with 
the Cocptroll~r•s of f !ce • 

Letter from Chairman Crowley to 
Comptroller Delano outlining chief 
weaknesses of Bank or America as 
seen by FUIC . They are : Large 
volume or real estate ; small rela­
tive net sound capital; unsound 
rela tions with affilio.tes ; un­
justifio.ble expansion ; unwarranted 
d ividends . 
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•• 
November ~. 1938 

~· 
November 9, 1938 

... ,, 
-November 14, 1938 

. . •\ , 
• >'l.• 

November 21, 1938 . ~ 
November 23, 1938 

s• 
!' .. 

' .l • 

Letter from Acting Co~troller Upham 
' to Chairman Eooles stating that the 
general couneel of the Treasury is 
prepared to discuss Section 30 pro­
cedure with the Federal Reserve 
Board staff . 

Letter from secretary of the board 
of the bank claiming that net sound 
capital had been ~roved $2 million 
a1noe September 30th. 

Letter from Cbail'll:lln Bccloa to the 
Co~troller aaaur1ng him that tho 
Board and 1te starr •are ready to 
cooperate to tho tullest extent 
possible to expedite the proper 
disposition of any Section 30 
proceeding instituted by your office • 

New examination of Bank of America 
begun • 

Letter from Comptroller Delano to 
directors of bank agreeing to a 
conterenoe in Washington with 
representatives of bank; also 
continuing to insist upon (l)proper 
atandarda of banking practice, 
(2) a reduction in the percentage 
ot criticised assets, and (3) an 
1ncreaae in capital ratio. Con­
servation of earnings was also 
mentioned. 
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November 2~, 19~8 -
Deoember 7, 19~8 · 

December 6 , 19~8 

December 7 , 19~8 

- 15 -

Comptrol ler's office proparea agenda 
for meeting with representatives of 
Bank of America. Short agenda includes 
immediate elimination bJ Traneamerioa 
and affiliates .of approximatelJ 
$15, 000, 000 in assets purchased b7 
the bank; bank to agroe not to write 
up on ita books value of aaaeta ; elimi­
nation of other real estate and real 
estate oontraota within 5-Jear period ; 
ceeaation in the expans ion program 
of Bank of America and Tranaamerica ; 
conser va tion of earnings ; increase in 
capital of $50, 000, 000 at once. ~jor 
emphasis waa to be placed on the last 
three itema. Additional detaila were 
contained i n a technical "long agenda. • 

Letter to Eccles . Comptrol ler Delano 
advisee Chairman Eccles of the major 
pointe of oritioiema upon which he 
hopes to get substantial agreement in 
conferences wi th the Bank of America 
representat i ves. TheJ include: 
Cessation of expans i on ; conservation · 
of earnings , with dividends not in 
excess of 6~ ; elimination of •other 
real eatat e" and real estate contracts 
within five 7ea ra1 increase in capital 
b7 not leas than ~25 ,000 ,000 by t he sal e 
of new s tock at once ; eliminat ion by 
Tranaamerioa Corporation and ita af­
filiates of approximatelJ $15, 000, 000 
in assets i llegally purchased by the 
bank ; and immediate elimination of 
Tranaamerioa excessive loan . 

Chairman Crowley informs Comptroller 
Delano of major corrections which bank 
should make . They include : $50 million 
immediate capital increase ; conservation 
of earnings with dividend policy sub­
ject to approval of Comptroller; no ex­
pansion of number of offices; program 
for elimination of "other real estate•; 
elimination by Tranaamerioa of laaat a 
illasally purchased; restriction ot 
credit axteDaion to Tranaaaarica and 
att111ake. 
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Various conferences wore held between 
Pres ident L. M. Giannini, Vice Presi­
den t 'l . I!; . Blauer, and Vice President 
and Caahior R\taeell G. Smith, and 
Comptroller Delano and other Govern­
mont officials . Coord1nately,technioal 
matters were discussed in conferences 
with Chief Examiner Folger and Assis ­
tant Chief Examiner Smith. 

Letter to Comptroller from L. Y. 
Giannini submitting memoranda program 
of 17 pointe that he agreed to present 
to hie Board with h is recomeond&tion 
for t heir acceptance. Kajor part of 
program was agreement to~ffoct and 
reasonably mai.ntain a sound capital 
structure having a ratio to its entire 
deposita of l to 10"; to furnish as 
much additional capital as may be re­
quired for this ratio as determined 
by the Comptroller of the Currency after 
the r esult of the examination then in 
progress , the Board being free to declare 
a semi- annual dividend in uarch 1939 
provided steps have been taken by the 
bank to increase ita capital as outlined 
above, the i ncreased capital to be paid 
into the bank as early as practicable 
but 1n no event later than June 30, 1939 . 
No dividends to be declared after June 
30, 1939 unless t he sound capital struc­
ture bears a ratio to entire daposits 
of substantially 1 to 10. 

Letter from Comptroller Delano to L.M. 
Giannini stating that Comptroller cannot 
bind his official action by agreement 
and stating that he is glad to know 
that Mr. Giannini believes program 
out lined will be acceptable to the Board 
of Directors of the bank. 

Regraded Unclassified



• December :n, 1938 

• 

- 7 -

Letter to Comptroller rrom L, M. 
Giannini atating that December 16 
memorandum •• not or l!r , G1&nn1n1'a 
authorab1p bUt waa prepared 1n the 
office or the Comptroller. l!r, 
Giannini repeated that he would 
recommend to the Board that the bank 
undertake to follow the program out­
lined in the memorandum • 
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Letter s1gnod by L. M. Giannini to 
Comptroller Delano stating that at 
a meeting of the Board on January 
lO,upon his recommendation the Board 
authorized the management to fol low 
t he program outlined in the memorandum 
of December 15 . 

Affidavit of Deputy Comptroller Vphsm 
in case of Bank of america 11 . T . o: s . A • 
v . Wm. o. Douglas , et al. in the Dis­
trict Court of the v. s . for the Dis­
trict of Columbia, the important part 
of which is to the effect that neither 
t he bank. ng laws nor the Comptroller 
acting under t hem have prescribed any 
particular accounting methods or prac­
tices for national banks . 

Letter from Comptroller Deleno to L. J: . 
Giannini stating tentative figures of 
current examination show necessit y for 
capital increase of ~33 million to 
$38 million. 

l~r. Delano, Mr . Foley and Mr . Sher bondY 
discussed with Mr . Thurman Arnold as 
Acting Attorney Oenoral , possible vio­
lations of the or1minal laws in the 
management of the Bank of America. H. T. 
& S . A. Mr. Arnold agreed it would be 
inadvisable at t he present for the 
Comptroller to refer formally to the 
Department of Justice any possible 
criminal violations or for the Depart­
ment of Juotice to institute an investi­
gation with reference the~eto . 

Letter from Chai~~n Jones to President 
Giannini in furtherance of conference 
between them and Comptroller Delano . 
Giannini told that RFC will lend to 
stockholders of Bank of America money 
necessary to enable them to subscribe 
tor a ny i ncrease in capital stock de­
termined upon a nd approved by the 
Co~troller . Preferred stock to bear 
4%; l oans to be at 3-1/~ • 

.. 
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Letter signed by President Giannini 
to Comptroller Delano objecting to 
program outlined b.lt stating w1ll1ng­
neaa to follow it out nevertheless . 

Directors of bank appointed a special 
committee to work out details of plan 
to increase capital . Board also votod 
regular semi-annual dividend at previous 
rate of 19 . 2 . 

Letter of criticism prepared based 
upon report of examination recently 
received. Cr1tic18ma substantially 
same as t hose of letter of September 
23, 1938. 

Another aeries of conferences begun 
between officials of the bank end 
Chief Examiner Folger with regard to 
the recently completed examination. 

L. M. Giannini wrote Chairntan Jones 
that he would suggest the bank increase 
its capital funds by ~25 ,000 ,000 end 
that he would recommend to the directors 
of Tranaamerica that any dividdnd re­
ceived on stock s ubscribed to by them 
in excess of the interest paid to t he 
RFC would be remitted to the bank. Kr . 
Giannini asked wr . Jones to treat hie 
letter as an application f or a loan or 
loans up to 0 25, 000, 000 1n line with 
r.!r. Jones letter of Pebl'U&rr 25. 

Lotter from Colnptroller Delano to 
Secretary ~orgentbau outl1n1Dg the 
procedure to be followed in f lnencing 
the increase in capital and stating 
that this is a neoossary atop toward 
t he effecting and maintenance of a ratio 
or 1 to 10. Mr. Delano gave as his 
opinion that "because or the asset 
condition or the Bank or America t he 
securing of these additional funds is 
a very important and necessary part 
or our program for the improvement or 
the capital position of the bank.• 
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Undersecretary Hanes advised 
Comptroller Delano that the Comp­
trol ler waa to clear with the 
PDIC and the Federal Reserve t he 
letter which Ur. Giannini will be 
asked to e1gn and send to the 
Comptroller, stating that as a 
condition of any loan whi ch the 
RFC might make t o stockholders of 
the bank, the bt.nk would t.gree to 
dec l are no turther dividend if in 
the opinion or the Comptroller the 
FDIC or the Federal Reserve, the 
pa yment of auch dividend would impair 
the capital stock of the ba nk or 
constitute t.n unsafe or unsound 
banking prt.ct ioe . 

Comptroller Delano uked the FRS 
for their opinion aa , to this p ro­
cedure and if they wore prepared 
to assume the responsibility . 

Assistant Secretary Bethea of t he 
FRB informed Comptrol ler Delano 
that it could not properly assume 
this r esponsi bility and could not 
approve of the procedure outlined. 

Ur. Crowley t.dviaed Comptrol l e r 
Delano that be agreed with the 
principle of control of dividends 
paid by bt.nks which are in a n un­
sati,atactory condition and that 
the Bank ot A=erict. should reduce 
its dividend . He said he would 
dislike to see the provision as to 
dividends be the reason for the 
Bank of Jlmerict. not increas ing ita , 
capital . 

Comptroller Delano orally informed 
by Secretary Morgenthau that Presi­
dent Roosevelt had approved change 
1n propoaod letter to be secured 
from L. M. Giannini eliminating 
from the letter the Bot.rd of Oover­
nore or the Federal Reserve ayatem 
t.nd the PDIC •• agenciea baving veto 
po-er over the declaration or future 
dividends by the Bank ot ._.rica. 
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Letter from CO!Dptroller Delano 
'o L, 11 . Giannini informing 

him with reepeot to publicitT 
neeeaeary in published fina ncial 
atatementa aa to dividend rate 
payable on preferred atook and 
aubaoribed price UPOn wbieh divi­
dends baeed and repayment mede in 
event of r etirement or liquidation 
ot atock. 

Comptroller Delano aaked L. 11. 
Giannini to sign letter agreeing 
to veto bJ Comptroller of dividends 
on Bank of America atook. Kr . 
Giannini told the t President de­
aired letter signed aa condition 
precedent to underwriting or r1nane-
1ng or 1ncreaaod atock by RFC . Mr. 
Giannini took excep tion to the 
proposal &a entirely unjus t 11'1od, 
diacr1m1natory and evidence or 
persecution. Mr. Giannini asked 
a letter reciting the fact that thia 
ia a condition imposed by the 
Presi dent . 

Letter from ~ Giannini to Comptroller 
Delano stating his willingness to 
proceed with t he program outlined 1n 
December bytomitting anr rererenee to 
the matter of veto bJ the Comptr oller 
of dividends b7 Bank or America. and 
objecting to tho impositi on of new 
condit1on.a at th1a tice as a breach 
ot the mutual good faith pledged 1n 
December. 

..... . 
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S!JWllf AIIP Il!!!l'il, 

· l , December 8 . l9J7 - Hearings before the eul>-cODOJ.tt.ee of the 
House Committee on Appropriations relative to the Treas­
ury Deportment Appropriation Bill for 1939: 

•Johnson: Mr . Secret.sry , do you ho.ve any euuestions to 
make as to whether, or not, the benking la"a 
should be in any Idee changed? I ask that be­
cmuse you .ore familiar w1 th tho benking lar.s. 

•H.:.I .Jr: 'ihere is o~ one thing tho.t bothers me a bout 
the benking eitUD.tion, and that i s we ma:r nnt 
to do •"7 "1. th holding companies for bonk se­
curities . There ue 8 or 10 holding coa!)&nie s 
that hold a lot o! banlc stock, and I th1llk that 
is an unbesltll7 sitUAtion . 

"Johnson: Do you th1llk that the banlcing lan as they ue 
no• oover the sitwti on pretty well? 

•H.M.Jr: Basically, yes, 

"Taber: Are not the nrovis1ons or the bunking law a s to 
branch banking ruther too liberal , espscia~ 
in the cnce of emnll co.munities? 

•R.l4. Jr: That is somsthing olse, and 1t you do not mind-

•Taber ( i n-
torpoeing) : They do the ll8lle things nstionslly on a broader 

scale, rttbout rego.rd to the u.ltationa ot the 
law as to branch benking. 

"J! .II.Jr: I do feel • ery atrc~ on the euhject o! holding 
coape.nies . There would be just a few people con­
trolling important banke. They are growing all 
the time . 

"Taber: I think you nr e correct on that. 

"H.M.Jr: Tbey have one i n New York. I have no criticiea 
of that perticulo.r grouo, but I do not think it 
ia a healthy situation. ( p . 20) 
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2 . J!l!)\!!l!T 19 , 1938 - Secretary' a etatt •eeting. 1he tollorlnc quotecl 
h'ooa tbe llimtteaa 

0 llagilll Henry, I thought you al.""t be interested to know 
I had a 1 unch yeatal'dey will Bill Douglas. 

*** 
"llagilla Yea . 1hen he ouid he had aoll8 atuft on Trans­

America. 

•H.II.Jra On wha t? 

"llagilla On Tran&-.AIIerica. 

"H.II.Jra He wlunteered that? 

•llagUla Yea. Aod be said, 'I'• thinking of aending it 
to Je!"t)' 0 1Connor. 1 

•H .II.Jra Yea. 

"llagilll •Well, ' I said, ' 'he 1an't 1n the 'l'reaslll')' . 
llby don't you send 1t to the Secretary? ' 

11H.U.Jr: Yes. 

"llagl.lla He auid, 'all r1gbt, I 'll do thet. I don ' t 
know where to aend it, but I 1ll send it where­
ever it should flO•' Be said, 1It1 e · tral!l"8Jlter)', 
but it look& very bed.' 

"H.JI.Jr• Yee, !fell, I'd llke to b&n it. 

"llagUla Ye&. Well, that1 a about ... 

•H. II.Jra low, is '!'ran&-Aioerica subject to regulation? 

0llagl.U1 lo, I wouldn1 t think eo. 

"B,!I.Jra Bo other than the New York Stock EJ<change. 

•llagillt I wouldn't think ao, within what he was talkina 
about. 

"'!. II.Jrt hll, that'• iatenating. • 
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) . J an!l!U'Y 211 1938 - Letter troa Kr~ Willioa 0 . Douglas, Cbaiman 
ot the sro, to the Secretary tranllllitting, pursuant to Krl 
llugill1 s suggestion, a copy of o. ourvey of the Tro.nll8lllerice 
Corporv.tion prop<U'ed in connoction with the sro• s stuey of 
i nvestment companies. Kr. Douglas indicated that the sm 
could make no further survey of Trnneo.merice ae part of the 
i nvestment stuey ~ (S\Jlllllll.i')' of SEX: report prepared by llr~ 
UphAm and dated January 26, 19)8.) 

4. J anum 28 1 1938 - llinuteo of group moeting in the Secretary' o 
office relative to bank holding coapaniee . (nte .mole aer­
ies of joint meetings on the haeident' e message to Congreee 
relative to grcun be.nldng wae a part of the Secretary's io­
tereet in the Bank or .Uerica ait uo.tion. ) During the uet.­
ing the Secretary wae inaietent thAt pro!lpt ate;>s be taken 
with reference to the Bunk of liaerica~ nte tollcwing is 
quoted tro:o the m.inuteo of the meeting: 

"H.li.Jr 
(to Mr . 
Douglas• 

•Douglas: 

"H. li • .Jr: 

You don't !llind 11tf eeying that I ' ve got that -
that that was a nice report on Trans-America 
you dUlllped i nto 11tf lap. I mean I jw;t want 
these gentlemen to know thLit I've got it o.nd 
that you gave it to me, because I can't juet 
sit with it and not do 10111ething nbout it, and -
I mean I 1m willing to accept it where you people 
leave off 1 I mecn .... 

That particultr etudy waen't a hundred percent; 
that is to say, •• hadn ' t got way dow into the 
roots of the whole thing; we juet touched the 
surface of that prohl.., . 

I havan' t ~ abeorbocl it, but attar I have 
I • d lllte to tal.k to JOU eoae 110re. But it o~ 
beare out this - the t act that there ie SOI!le­
thing vecy auob to be worried about. {p~ 6.) 

*** 
"H~M~Jra What I want to do at thie time, before we go 

any further, 1a thie 1 As Secretary of the 
Treasucy, I a11 going to ask the Chairmab of 
tbe R. F.C. to take a look a t the Bunk of Amer­
ica to ••• whether the)' have lltlfticient capital, 
and l'a going to aek h1a to do it juat aa 
prompt.IJ- ao poee1b1•~ 
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All right1 it we C4ll hAve :your (Dius) report 
and :your \Crow1e:y) report, ..ey, we' ll ~ 
r i ght into it and I ' ll st.,.. :you an an ........ in 
a Tery few de:ys. We' Ye got some pnerlll in­
formation, but I don't think we •Ye bad the 
benefit of the Coaptroller '• report. (p. 22.) 

•H.li.Jro And 'II!ID.t I would 114!1 io thllt juat as soon 8s 
llr. Joneo 1e read;v , and now thAt h•'• haard what 
you' ve got to 114!1 - the 110 ... I go into lt, the 
more serloua it loolt:a - but the llinute thAt be's 
read:y, I ' ll call another •••till« like this. And, 
fortlll8 tely, we can call it a bank holdill« -t­
ill« aDd not b& .... it loot ca tho• we were stu:IT­
ill« trans-America or Bank o! Merica. But I would 
sey to llr. Jonea - I aoan he1 a a teat wrker and 
Sunday a don 1 t aean aeything to biJa when he baa to 
work, &O tbo.t the ainute be' a got -ethi"8 and 
is ready to report back to these apneies, llho are 
charged with the reaponalbility - and tortunet oly 
we 1ve got everybody in the rooe who ' s got aeything 
to do with itJ there ian1 t an:ybo<ly i .n the Covern­
ment llho ien1 t in the roo11 now, and the minute 
you••e got aometh1na •••• 

"Jonea: I ' ll give you a riq. 

•H.li.Jro You'll give •• " ring and we'll have another 111881.­
ill«· But I think i t.'• all the 110re iaportant thAt 
we take 8 look e t the Bank ot Aaerlea aDd see thAt 
they have aaple capital . There •- to 'ba two 
opinions as to their ste-t, aDd tllllt•s 11bat 
bothers me - the tact thAt the F.D.I.C. thinks one 
th1ll8 aDd the Coaptrollw' s ottice thinks &DOther. 
And I think tho quicker we pt to the bottoa ot it, 
the better . And, ot course, we don ' t want to start 
aey whispers or an:ythi."8, but I would sa:y, llr. 
Douglas, that one or two d~s to you 110uldn1t IICice 
4ft awful lot of diffwenoe. • (pp. 24-25)(llr. Jonea1 

r eport ginn to the Seoutery o.bout February 18. 
See l4 below. ) 

5. Japwuy 28. 1918 - Letter troa llr. O'Connor to the Secretary (reoe1Ted 
Jyuuy 29 at 11155 ••· ) 1D Wlbicllllr. 0 1Connor expresMd 8\IZ'QI'ie• 
at llr. Crowl.,.'• arit.ioal. ._.-tt at the 110rni"8 conference (4 
ebon) with ret_._ to the Bank ot "-rice. llr. O' Connor ateted 
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tlu>t if llr. Crowley ' a etat ... ente were correct , he should 
lu.ve presented the facta to the Board of the FDIC end a 
notice should ho.ve been eent to the Bank. 

6 . Junu•ry 29 . 1938 - 11100 a .m. - Secretary truggeeted that llr. 
0 1Connor, ao a member of tho Bonrd of the FDIC, ask Mr . 
Crowley to bring information rela th'e to Bank of Amarica 
forntally before the Boo.rd of tho FDIC for tlhatever notion 
the Board deecd necessary . llr . O' Connor o.greed. (Secre­
tary' a memor andum.) 

7 . J anw!lY 29. 1938 - Letter from llr. 0 1Conn<>r to the Secretary 
in .micb he &c!Viaed that llr. A, P. Cdannini was 1n hi a of­
fice o.nd indicated tho.t he t'uored a bonk holding co::rpan,y 
bill baaed u;.on a 10 ""r cent atock owner ubi:> detini tion 
ot a bnnk holding co::o1>3n)' . 

8 . J unu.m 29 . 1938- Letter frca llr . O' Connor to the Secretary 
in tthich he adVised that llr. Crowley s t 1ltod to him that 
there ws nothing the Board of tho FDIC could do at that tiae 
with reference t o Bank of America and t hut there was no oct ­
ion he could suggest to the Boo.rd . 

9. J a nuarv .,9, 1938 - ~lr. Opper ' s me111orandum, dated Ja nwry 31, 
1938, covering meeting at Scoretnry ' s house at 5: 00 p.m., 
on J anuary 29, to advise h io of the bEC 1 s i nterest in the 
'l'ro.no-A:nerie:> situ tion. lleeors . Throon, Lane and Judy of 
the SEX: present. Meeting concludod by rec: \lest from the 
Secretary , acceded to by the SEX: representatives, thot 8.!111 
final notion detorained unon b,y the ~eaion would be com­
•nmica ted to the 'l'raasury. 

10. J=u..ry 31, 1938 - Letter f'roa the !:eer etary nckno11ledging ib'. 
O'Connor' s letters ot' Janu.ry 28 and 29 (~, 6 und 8 above) 
and stating ·that in Vi ow ~r his oreJ. eiseueaion with llr . 
O' Connor on January 29, he ~acuaed no further re,}y to the 
letter of Janu:uy 28 1mc neceoe&ry . 

11. J e.nut>ry .31 , 19.38 - IAcaornndiD from Mr. Opper to the Secretluy 
Oldvt sing thot 11r . Cheoter Lu.ne of tho SEX: had informed hill 
that the SEC hnd discussed •~th Yeoar s . Neblett, his part­
ner l•nl'ner, Baker and Seamoini , <Ill ot Traneamerica, the pro­
poood distribution of Pngnnucei atock (see camoranduo under 9 
above) . No conclusion re110hed W'ld anothpr 11eet1ng scheduled 
for next~. 

12 . Febr\ll'!l"Y 1 , 19)8 - ll8ll0r&ndu:l fro:o ltr . Opper to the Secretary ad­
Vising tlu>t llr. Chester Llule or the SEX: had inforaed Iilia that 

• 
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the SLC had taken the oooition that the Paganucci otock 
could not be <liatributecl without repotration, llebl ett 
a<lnoe<l of that conclUBion. QUIIotion of a genoral in­
vestigation of Tr~maamerico. atiU open . Lane in<lioate<l 
he would keep UB a4rtae<l. 

1.) , February 1 , 1938 - ilnorandu• t'r\)1l T.lr , 0!'11<.:1 to the Secre­
tary in which llr. Oph<UD atate<l that llr. Crowley had in­
fol'llloo him that at a conference with Jlr. Giannini on Sat­
lll'diiT (January 29) be bo.d. told Jlr, Gi!lnnini that, so far 
aa he was concerned 1 llr. Giannini' a applicat ion tor appro­
val of I!OIIle brt\nchea of atata be.nlca would never be uanta<l. 
Jlr. Giannini <.lao in<licatcd that be ra .... red the bank hold­
ing caapany biU. (See lS 1 20 and 21 below) 

1.4. FebrUl£I 16. 1938 - SecrotllrJ ' c oW! .,eeting. Secretary gave 
Jlr. J ones ' reoort (oee J, above) to Jlr, Oplloa. (111nutea v . l.) 

lS. llarch 8 . 1938 - Letter tram the Secretary to llr. Crawler in 
which he inquired as to whether there had been IIJ'ff chs.nge 
in the policy of the F,D. I . C. aince ita letter of February 
16 to the Central Bo.nk of Oaklo.nd, California, in which 
letter the bank was advincd that action upon ita applica­
tion for o.pproval of certain brunches would be postponed 
until public policy on the matter had been clarified. 

16. March 9 , 1938 - Secretary' a ctatf meeting . The following quoted 
frora the minutes: 

•R.II.Jr: *** Jlr. Oliphant, I'd ille your people to 
..,.,.,.U.ne llr. Glaoa 1 ,bill tro• the atandpoint 
1dces it control Tr>U\,...Aaerica? • 1liU 70u 
please, also, Jlr, Oliphant, find out 'llhat, 
if ~ng, s. Jo., c. ia doing i n regnrd to 
Trans-liaerioa , see?· Doea it do aeything on 
'lran&-AI:Ierica?• (p. 2) (ll....,rand\11 ohowing 
effect of Glasa Bill, if enacted, upon Tran""" 
lillleriea Corporation eent to Jlr, Ophem by Jlr. 
Foley on llareb ll, 19.)8, Copy !Ued here­
under.) 

17. llarcb 18. 1938- Secx·et8ry 1 a start meeting. The following quoted 
tro• the m.inuteat 

Telephone conYersation between 
tho Secretary and Ill', Douglas 
of tho SD:t 
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"H.M.Jra Pine. low ODe other thiJI8. Ab, l! it would 
be au-blo to you, I'd lilo:o rq llr. Upbaa to 
contact, in your ebop, whoeTer io clol.Dg tho 
invoatiption ot, all, Tran&-Aaerica , • (p. 3) 

Diecueaion in Statt lleetinga 

"H.IJ.Jra ('l'o llr, OliphAnt) I nnt you to asdgn some 
very good uwyer tlwt Upi>WD could call on when 
necessarr, to udviao hi.a - advise me - on We 
particulu thl.Dg, -1 Soooe'bo<l7 - will you? 
I 1111Jlt aoae'bo<l7 who' d do We and the Coz>ptrol­
ler'e ottice - soao 0110 poreonr """• ao it would 
be Just bet...., you (llr. Upbaa} and one poreon­
so that no'bo<l7 but you Mel oDe per eon •• • ••• 
/_Pursuant to tho nbovo llr. Ollpl>ant a9P0inted llr. 
Sherbonct.T in llr. Foley 1 e d1 vioion ot the General 
Counsel' o ottico.J 

"H.t.t .Jra All rigt>t, Cyf 

•Upham& Yes, fine. 

"H.t.I. Jra I ....,t you to tie We tiling together and . tllon 
as we go along you keep llr. 'l'qlor and 1!\YSOlt ad­
\1.aed what you ere doing, sao , but t.hat ia a big 
enoug)l Job tor &IIJ'bo<lT - I moan the, Comptroller' a 
end plua tho S . E. C. end, and tie the thing to­
gether. I aa not a t all eatio.f'ied with what 1o go­
ing on. I aean I'• not going to w.it until we 
haTe a potential !. V. A.. on our bands, or ..,.._ 
thing lilo:e tho t. I aean, it 1a just evarr tao I 
tote a nibble at it, it pta woroo - aoella 110l'oo -
eo it you can pt what thooo bo7a are dol.Dg Oftl' 

there, then tho thollflbt - I've got an idea beaidoa 
that. • (p. S) 

Triple contidontiall,y, tho th1Dg I hod in llind woo 
this • 'lbia tlli.ng 1o ocur as it is and tho New York 
Stock Exchange - it we could hit the !lew York Stoolt 
l!:xcb1111ge, "Here ' a tho Tran&-America listed, and 1t 
7011 tellowe wu.nt to do 00110th1ng - have you got tho 
cute to go otter TrMe-.Aaorica and ltiolt th• otn• 
'Diat1 o ohat I 1ve cot OD rq aind, "Rave you got the 
11&8 to do tbatfll !bat 1a their job. "Rave you 
cot the ~PM to ., and ~to !ftne-Aurio&, 
....S it it'o u oour u I a.- 1t h, to give U... 
• del1ati.aCfll (p. 6) 
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lll. J!ar9h 14. 1938 - Iuera. J'oleT and llherbollllJ diecua...S the !ftu­
aaerica oituation nt l..oll with laeero • .Allen Throop aDd 
llobert B. n1.De ot the SEC. lr. Throop pft lr. J'oleT a COPI 
ot a letter troa lr. Throop, t l Oenarnl OoUDael of the Su:, 
to lr. Reblett, of couneel for Tran ..... rioo, in 'lldob 1r. 
'lbroop advised that hie oftioe oould not render an opinion 
that the proposed distribution ot the Papnucoi stool< could 
be effected wi tbout prior regbtrntion. Co PI of lr. Throop'• 
letter. 

19. llftrch 21 . 19l§ - Secretory' a etatt -ting. the follolliDg quotad 
tro. the llinuteoa 

20. 

•a.11.1r1 (fo lr. up.-) Did JOU get the report on the hold-
ing co.panl.eot 

1 Upilalo1 It cu.i.D about DOOn Saturdq. 

"H .ll.lra Are TOU going to go to work toclqt 

•Opll&aa I ... speald.ng ot the principle ot their report. 

1K.11.1ra 'ftle report ot the Trane-AIIericet 

"Oplwal 'ftle auditing fil'll puh in eo ~~aey exceptions -
that they didn' t see thio and they didn't eee 
that, and on the belie of ~hat •• presented to 
th•, it loolte all rilll>t. 

•a.11.1r1 .lt leaot JOU got itt 

1 0pb,..l Yes. 

"R.II.lra It aust aention the holding coapanl.u o.f Trons­
.&merica; doem1t it lilt tho .. t 

0 0pbaa• Yes. 

"l!.ll.lra You could cbeclc that apinlt the bonlt. 

1 Upbaaa Surel,y. ( PP• 11 and 12) 

April 1~ 1938 - Letter (COP)' not dated, but appnrentl,y .April 1, 
1938 tro. lr. Oi&nnini to lr. Crowley in 'lbiob be requ111tad 
that the applioation to eltablllb the hranchee ot the Central 
Bani< ot O.Jtlond be opproftd, and fllrtber atoted that .,. ..,.U 
di8CUN with llr. Crowlq the CiiiOitioD ot llddit10DIIl. aa:plWJ. 
tor the Oo!rloJMI bait at t.M Oalltornia Stat& ....... .UIOCISa-

tioll ..tiD~ 1a -. 
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21. April l , 1938 - Letter tr011 Mr. Crowley to llr. Giannini au.,._ 
ing to peraoi t the eatoblillbaent ot' the tour branchu or the 
Central Bank of Oalcland with the uaderatcm11ng that no 110re 
bcmks would be acquired by the Oakland benlt without firot 
getting the perwiasion of the PDIC, an4 that the .. tter ot 
a.ddl.tional capital 110uld be diacuuoc!. 

22. .July 8, 1938 - Exeerpto troa m.-ornndiD pnopored by llr. Ophu 
covering •eting at 10o30 a .m. ot lleaera . Tqlor, Diggs and 
Uph£111 with the Secretaryo 

"llr. Morgenthau said that he we.a aiok and tired 
of bearing about Giannini and the Cerman oredi t8 and 
the fact that he wouldn't do •nat the Comptroller 
wanted h1ll to do and enid thot he tholl(!bt the Co::optrol­
ler ' a Ottice ouettt to handle it without bringing it to 
hill , He expresaoc! the opinion that the people in the 
Co::optroller1 a Office and the PDIC aa well were "sissies, • 
or they would do 60llletbing about it . He oal.d that he 
felt thot llr , Giannini was awt'ull,y Clll&rt troa his own 
standpoint but he thought the bank supervisor s ought 
to be equally o.a smart. llr . llor~;enthnu gnve as hie off­
hand opinion that the llnnk ought ei ther to incross• its 
capital or out ite dividends in halt' . (p. 2} 

*** 
•11r. llorgentbau oal.d on oeeond thougllt that he wa 

inclined to the vin that the Coaptroller ougbt to in­
slat on the Bank talc1ng ..natever bouae-<:leening steps 
were felt. to be necessary and tlu.t 1t they do, be wuld 
then treat tb• Just like aey other bank and auee to RFC 
money going into the Bank on the 88M bGaia that thoy put 
it into other institutions. It not, be 84l.d he would 
personally be inclined to ' sit atill until Hell treezea 
over' before doing anything in the wey of permitting ad­
ditional brunohee . In aey event, he oaid he ""uld llllke 
no promisee on br1111cheo but let the• come to see ua when 
they have c011plied llith our requirements. 

•llr. Ophu reainded llr. llorgentbau that be bad re­
quested the Coaptroller1 s Office to bring in a prouaa ot 
ainia110a tb" t they would inaiat upon. llr. Diggs 84l.d that 
tbia provu waa root r ea<i;r but that it 110uld be in three or 
four week a 'llhen the latest nport ot exuinntion co•ea in. • 
(p. 3) 
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23. 8tptMbtr 2l· 1938 - lleMr&Dd .. tna .... 11p1u1a to ... . ou~ 
ill llhiob lr. 1lplula .taW t.bat oa UIQ' ocoaaiona, bet­
llarob 1938 IUlll. S.pt.e.btr 1938, tbe S.cretarr ba4 ub4 h1a 
to inquift about. aapecta of the l!allk ot Aurioa e1 t.wltioa 
and to proeae tor actioa baeK on examination reporte. Upoa 
11&1\Y oocaeiona llr. 1lplula . brousbt tboee r~u .. ta to tbe at­
tention of tbe Comptroller' e Office . 

• 

-

• 

• 
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TlO:I BILL FOR 19)9 EXHAUSTID. 
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GROUP ~EETING (SECRETARY ABSENT) January 19, 1938. 
9:30 a .m. 

Present: 

llllgill: 

Taylor: 

llagill: 

Gaston: 

Magill: 

Guston: 

llagill : 

Taylor: 

Gaston: 

Taylor: 

Gaston: 

lola gill: 

Gas t on: 

Magill: 

Guston: 

llagill: 

Yr. lolagill 
llr. Taylor 
Mr. Gaston 
llr. Lochhead 
llr. Bell 
llr. Upllam 
l.!r. McReynol ds 

Have you (Taylor) got anytbing else on your mind or 
conscience? 

No. Qoth of them are blank tllis morning . 

llerbert? 

nell, I ll6d a reques t from the principal of a 
junior llign school out in Montgomery, Maryland, 
for ~ spe&ker from tile Treasury Department to go 
out and talk to the students for halt sn hour •••• 

'J.'bat ' s Mr . Taylor. 

••• on functions of the Treasury Department. 

That ' s Mr. Taylor. 

Get somebody to read that fine speech . 

You 1re the boy . 

I'm not going to read it again. 

You assign somebody, will you? 

That ' s right. We have a fine speech, haven't we? 

'!hat's a f i ne 

I don ' t think 

idea. That oug_ht 
(1AcR COtOeS ln) 

tnat llao gets out 

lle ' d be the i deal man to do it . 

to be done. 

enough. 

Mac is very well known in Tennessee and Michigan, 
I understand, and •• • 

Regraded Unclassified



Gaston: 

?JcR : 

Guston : 

lola gill : 

llcR: 

G11ston: 

!lcR: 

Upham : 

Gaston: 

~ochhead : 

Guston: 

Taylor: 

Ophnm: 

Ubgill : 

Oti s ton: 

Taylor: 

Illig ill : 

Coston: 

Lochhead: 

I 
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rle should be better known in ••• 

"lso Kansas, Oklahoma , Texas , end California. 

• • • in Montgomery County, Maryland. 

llontgomery County, llaryland. I'd like t o see llac go 
over t her e wearing his shad-belly coa t . 

Who ' s got a dirty Job now? 

All you have to do is go out and talk to the students 
of the llontgomery Bills Junior High School, Uont&omery 
County, Uaryland, f or half PO hour . 

Don't ~ow anything about Maryland . 

Explain the Treasury to them . 

Well, I t hink Gene Sloan is the man . 

~ry to sell them some Baby Bonds . 

Don• t you think Gene Sloan is the man, Vlayne? 

~ither Gene or Jim Bryan, either one. 

Buby Bonds for. baby. 

llight send Clarence Opper and let him get a reputation 
before he go~s on the Board . 

That's an i dea . 

You can use that speech all over a&ain eny time, 
because nobody' s used i t since September, whenever 
it WliS . 

Always new and fresh . 

Is that all, Herbert, that ' s troubling you these days? 

I don ' t know of o thing . 

Well, the French cabinet seems to be safe for this 
morning, a t least, and the francs are holding steady. 
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!Ia gill: 

Lochhead : 

Upbam : 

Lochhead : 

Taylor: 

Lochhead : 

llagill: 

Lochhead : 

Magill: 

Locb.bead: 

ll.agill: 

Locbhead: 

llagill: 
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In fact, they apparently are gaining a little gold 
over there this morning. 

!lost of the comment seems to be that it's r ather a 
wishy-wasby cabinet, may curl up 

What 's a wisby-washy cabinet? I noticed tbat, but .I 
wondered what it was. 

~ell , just what it sounds like . 

Swaying in the breeze, huh? 

One interesting thing today is on the transactions 
in domestic stocks executed for account of 
foreigners. Great Britain, Netherlands, and 
Switzerland purcbased, but France snowed up as 
a seller to the tune of about a million dollars . 
Rather large for France . 

Repatriation? 

I would like t o feel it was a flow of funds back to 
France. We •ll watch, I think, for another two or 
tbree weeks. But the fact is it did show up as a 
sale yesterday. 

E.ngland is still buying . 

England is buying, Neth~rlands and Switzerlsnd still 
buying, but France showed up as a seller. 

There was some story ln the Wall Street Journal about 
foreign funds going into English investment trusts 
this morning. 

In English investments I imagine it ' d be the same as 
in our funds. Lot of those funds over there will go 
in short- term government obligations. I don' t think 
a lot of tbat money will go in for a long pull over 
there just now. I imagine just short-term investment 

Wl!ren' t many dealings in exchange yeste.rday 1 thougb, 
were there? 

No. 

Cy, bow' s the Committee? 
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Upham: 

Magill: 

Upham: 

!.!agill: 

Opham: 

Us gill: 

Bell: 

llagill: 

Upham: 

llogill: 

Bell: 

llagill: 

Bell: 

t.lcR: 
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Xou saw Duffield's a r ticle this morning, did you? 

Xes. I thought I' d send that to 0 1Donnell and ask 
him to whet extent he's taken it into account. Of 
course, the only criticism I noticed was that 
Duffield observed that what he had said about 
corporate dividends was not taken into account 
in these computations. 

Page 2 , Herbert , first column. 

Of course, as I get it from O'Donnell, those effective 
r a tes that they use there are pr actically meaningleu 
because of tbe differ ent composition of different com­
panies ' income. 

Xes. 

Xes. But if we ' re going to lose a lot of money, we 
might as well know it. 

(Bell comes in) 

Good morning, Den. 

Good morning. 
' 

Well, you (Upham) might speak to O'Donnell, or I 
will, and tell him, "What about it?" 

Xes. 

Danny, what !U've you got on your conscience? 

Haven't got a tbing, Roa. Lverything 1 s quiet along 
the Potomac. 

What are these changes in 
tbat they made? 

I really don't know. 

Added - they di d three things. They added two milli on 
dollars - they authorized an increase in the Pest 
Office employees• pay. 
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MeR: 

Bell: 

lolcR: 

Bell: 

lofeR: 

Bell: 

lolcR: 

Magill: 

llcR: 

Bell: 

llcR: 
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Clerks . 

And carriers. They authorized the payment by the 
Government of equipment for third class offices. 
And- oh, let ' s see, something else- I forgot what 
the third one was. Relatively small item. The big 
item was increasing the pay of the •• •• 

Two million dollars. See, the Sub-committee had 
clipped a couple million dollars off the clerks' 
pay, and they've got a pretty strong organization 
and they got behind it immediately and offered an 
amendment to restore that, and it went t hrough lilce 
greased lightning, as usual . 

Always does. 

Yes, a lways does. 

They 've got the largest s ingle group of organized 
employees, and the oldest one, in the postal ser­
vice, and their organization has almost tripled the 
pay of Pos t Office clerks and carriers in the last 
twenty years. 

And the 40-hour week on top of it. Added about 40 
million dollars to the postal bill. 

In other ~ords, they've made the pay of a letter 
carrier on the str eet - they've brought t hat from -
let ' s see, way back when I first began fussing with 
it about 1910, the a verage pay of the carrier was 
about $720, and it is now pretty close to i 2100, 
and that is due large!y to the or ganized efforts of 
that particular group. And t hey always get it; what­
ever they ask for they get pretty near as consistently 
as war veterans, because they've got a big group and 
they're spread all over. , 

How about our own part of the bill? 

They didn't do anything to th11t. 

I donlt think they hurt it . 

They didn't do anything to it at all on the floor; 
they didn't change it a t all. 
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Took out some public building stuff in the 
l-o111111ittee . 

Well , they took out that money for the Printing 
Office . 

Yes, two million three . 

On a point of order. That ' ll probably be put' back. 

One thing tho t t hey hove left out of the Treasury 

• 

bill which i s important not for the Treasury as an 
operating agency, but from the finances, and that is 
this enlistment gratuity which is given to t he Coast 
Guard, NayY, !Ia rine Corps, and Army. When the sol­
dier's term of enlistment expires, they give him a 
gratuity to re-enlist, and we have been successful 
in getting that eliminated every year since 19JJ , 
Heretofore the Co111111it tee has never left it out, they' ve 
alioays put it in, but it 1 s gone out on the floor; then 
we've restored it in the Senate. This year the demn 
Appropriations Committee left it out. That will cos t 
us about six million dollars . 

' 
Left out what? 

Left it out of the Treasury bill. It 's put in the 
Treasury bill but it applies to all the other services. 
That is, they elimina te that gratuity by leg1sletion 
in the Treasury ~ppropriation bill . 

1hey put in a section eliminating it. 

You mean there's a general law gi v1ng it t o all the 
services and it has to be eliminated by specific 
provisi on from the Treasury bill, which they didn't 
include . 

Put 1n the Treasury bill because it's usually the 
f irst one that goes through and it bas the Coest 
Guerd in there, so they put i t in there, a.nd it 
applies to the other services . 

They eliminated the provi sion eliminating tbe 
1ratui ty. The double negative bad me bothered. 
ell, anyway, we now are &oing to pay a gratuitJ. 
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Gas ton: 

Boll: 

Mug ill: 

MeR: 

Bell: 

Upham: 

Bell : 

Lochhead: 
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That's right . It will cost us about six million 
dolla rs, unless I can get somebody to tight it in 
the Senate and get the provision put back in pro­
hibiting the payment ot the gratuity. 

How much is it for re-enlistment per sailor? 

I rea l l y don't know, but it will cost about six 
million dollars for the four services . 

Well then, they must have taken off some similar 
ammount some other place. I notice the bill is 
two million under the budget. 

They didn't add anything. 

Xba t will make it necessary t or us to submit a 
supplementa l appropriation. 

You'll have another chance in the War Department 
bill. 

Oh yes. But the Committee ha s spoken; apparently 
they ' re aga inst it. 

vne other item where they cut down on the expenses -
that 129,000 which we generally figure is used tor 
collecting informati on by the Federal Reserve Banks 
a nd f or f oreign exchange information. You remember 
they combined them all and then dropped it by the 
exact a mount, $29,000, which looks as if they don't 
l i ke to pay the Federal Reserve Bank anytning. 

(Phone rings) 

(On phone) Hello. Bello. Good morning, 
Henry. Pretty good. Bow are you feeling? 
You're not on th~ loud-speaker; do you want to be? 

Yes. You be careful what you say trom now 
on. Archie is getting her all warmed up. 
aell , I don' t - there doesn't seea to be any great 
llllount ot news around here. Archie will have some for 
you. Shall we start with him? 

Here, Archie. 
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(On phone) Good morning . The French cabinet 
seems to be going through about the woy i t was se t 
up yesterday . There i s no particular comment. A 
lot of them seem to think it i s r ather weak, but , 
on the other hand, tha m•• rket has taken it r a ther 
calmly a nd the francs a r e steadying . They are 
holding a t about $ . OJJ6 . And they s ey tha t they are 
possibly gaining some gold t oday . Sterling is 
nolai ng steady t r ound five dollars . J.nd the one 
interesting part ~bout securi ties is the fact tha t 
Ne tllerlands , Sdt.zer land, and Gre~t Fritain a re buyers , 
but France went on tbe selling side yesterd~y for about 
a million dollars . (L d ) ou -speaker on 
I see . 

No~. , it may be just some temporary situation or it 
may possibly be some funds going back. 

Uh-nuh. 

But 1 t ' s the fir s t time France ht~s showed up in any 
consider~ble amount. 

I see . 

That's all on the general mt.rke t here. 

,'iell, I see they ' re going t.a have a vote on Friday 
af t ernoon. 

~ossibly on Fri day . Certainly not any earlier than 
that . knd from some t&lk it mey be held ove r until 
'Iuesday . So they'll prob&bly get some little brea thing 
spell i n the meantime; if the exchange market remains 
~ulet , it mey give t hem a l ittle more confidence. 

J.ll right. 

Now, do you wish to speak to •••• 

I want to tal~ to Taylor . 

Jr . Toylor. 

Hello . 

• • t 
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H. M.Jr: 

llcR : 

Tayl or: 

H.LI .Jr: 

T~~;ylor: 

H.!I.Jr: 

Taylor: 

a . .t. Jr: 

Taylor : 

Hello, Wayne . 

Yes, Henry. 
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The only thing, that bothers me is if Comptroller 
0 1 Connor has gone west ••• 

He hasn't. 

lie hasn't . 

He has not? On . I don't know where I got it yesterday 
that he bad. 

//ell, we weren 1 t sure whether he was planning to or 
not. 

Well, you lmo·w, on the - that's under you, isn't it? 

Oh, I see it once in a while. 

'llhy don't you see him and see what• s going on? Af ter 
all , he ' s got a couple new men . Have you met them, 
do you know them? 

Oh yes. In fact, • helped to officiate in your 
absence. 

B. r.i .Jr: "hat? 

Taylor: I helped to offici ate in your· absence. 

H.W.Jr: Oh, did you? 

Taylor: Yes. 

H. li.Jr: Tell me - well, you'll see them in connection with 
draf ting this message . 

Taylor: Yes. 

H. l.! .Jr: I rend Arthur Krock in Monday ' s Time~ and I see that 
he's given- says doing away with bank holding com­
panies is a blessing. 

Taylor: Yes. 

* !lew York Times of Tuesday, Jan. HI 
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And I also see that I am very conspicuous by MY 
a bsence. Very amusing. 

Yes, I read the article. 

I mean i f it was another gentleman it would bave 
been the most mbr velous idea in the wor l d . 

Well, that • s possible, very possible. 

I mean so ri ifficult to write it and stil l not say 
tha t I suggested it. 

Yes, I thought it ~as c very ta lented Job. 

Yes . It's all right. But now that be gi ves it 
his blessing, it may ••••.. 

Yes . 

And O'Connor 

I ' l l see him today. I'vo been sort of t alking to 
hi m from t i me to time here . 

Now, t her e ' s one thing tha t there is a slight 
crossed wire on; tha t i s on this Savings Bond 
advertising. 

Yes . 

Now, having thought it over and having gone over 
that testi~ony •••• 

Who did? 

Having thought i t over and huving gone over the 
testimony a nd the sta tement of the Committee •••• 

Yes . 

I think that the plan i s not to fight it. 

Not t o fight it? 

Yes, and use that as a springboard to make a state•ent 
in the interests of econo~ and how glad we are to 
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cooper ate, but also reserve a position that if 
in the future we want t o go back and do it again, 
why , we• re going to malta an urgent plea to do it; 
but not a t this time . 

lif course, I'm a t a tremendous disadvantage in that 
I haven't seen the testimony, see? 

/I ell, they've specifically picked out advertising. 

:Jell, 1 tell you •,•ha t I'd like you to do . I wish -
is 1t very much reading? 

llo . 

·, ell, I '"ish you ' d s end it airmail and find out when 
the plane goes . I t hink the plane leaves a t noon; 
I'm not sure. 

We 'll get it down to you lis f ast as we can. As a 
matter of fact , 1. e could wire it down. It isn't 
very long . 

1'/hy not wire it? 

Yes . 

I'd send i t on the wire . 

The.reason I particularly think so i s because the 
answers to the questi on that we have been s ending 
t o all our purchasers indi cate that other medi ums 
than cagazine advertising have been the most effec­
tive. 

Other than? 

Yes . 

Ob-bub. Well, I wish you could give me some f acts 
and fig ures. When will you have to appear before 
them? 

Well, it ' ll be very quickly. Probably next week. 

Out of $100 sold, bow much was sold from magazines? 
I don't remember those f i gures . 
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You can't tell that, but we do know 

How much they credit tbe magazines. 

Vlell , we can show you that, but it isn't a convincing 
f i gure - these r esults of this questionnaire, which 
haven't been complete tabulated, naturally, but throw 
quite a bit of l ight on that. 

Well, put it in a telegram and send it down, because 
an a irmail letter sent to mo Wonday - I only got it 
this morning . 

I think we better wire it to you. 

hDd the Western Onion girl is terribly disappointed; 
she hasn't had a good telegram yet from t he Treasury. 

!.'ell, we'll answer t hat problem, then. 

All right. I'd send it down, and - I mean just put 
as much into it as you want to . 

O.K. 

But I don't . know what our boys sai d . I don' t know 
what they testified or anything else. I'm completely 
in the dark. I don ' t know what members of Congress 
said. 

Well , I cion• t think - I mean our boys only said what 
you ' d expect, and the Committee report, however, 
specifically picked out that item. 

Is it a majority r eport? 

Yes . 

Vine t? 

Yes . 

It is? And they specifically mentioned advertising? 

' 

Taylor: Yes. 

B.ll.Jr: Oh-huh. Well, get tbe atutt down aDd let ae look at lt. 
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T~ylor: 

H. ·.t . Jr: 

T~ylor : 

1! . ! . Jr: 

'ray l or : 

I! • .J . Jr: 

Taylor: 

oell: 

H. il . Jr: 

Bell: 

H. !l . Jr: 

Bell : 

il . 'f . Jr: 

Bell: 

H. H. Jr: 

Bell: 

il. iA . Jr: 

Bell: 

B.l4. Jr: 

-lJ-

O.K. 

I mean I 1 m not - my t emperature on that is normal . 
I won ' t get excited either way . 

Right . 

But you•ll t a lk to the Comptroller . 

I will . 

All r ight . 

riigllt . 

Let me t a lA to Bell. 

Just a minute . 

Hello . This is Dan. 

Good morning. 

I t hought you mi ght be interested in the employment 
f igures . On January 8 the mail reports indi cated 
tha t they had a million, 712 . 

A million 

.. . 712 . 

Yes . 

Tney had telegraphic r epor ts for t he 15th; of course, 
they contain large estima ted figures ; s nd that showed 
a 1111llion, 767. 

A million, 7 ••• 

... 67 . 

Yes . 

And our estimated a verage for January, you reca l l , 
was a million eight. 

I see . 
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And February a million nine. So we' re past the 
middle ot the sooth and we haven't gotten up to the 
million eight yet, which is pretty good. 

And that's tor the week ending last Saturday. 

Yes, the million, 767 ls for the week ending last 
Saturday. 

Are those figures the ones they always get on Tuesday? 

Yes, sir, that's right. These are telegraphic. 

I see. Gell , that's all right, isn't it? 

Fine, yes. They'll have to exceed a~illion eight 
by the end ot the month in order to get the average. 

Well, we allow it to go t o a million nine next sooth, 
don't we? 

February, a million nine, yea, sir, and March a . 
million eight . I have an idea that wbnt you'll tind 
it doing is that it won't be quite so high in February 
as an average, but a little higher in llarch; it will 
level off there. 

Any thing else? 

That ' s all. 

How about our working balance? 

9)9 million, of which 144 million is in Federal 
rleserve Banks, 795 in the special depositaries. 

144 Federal. 

That 's right. 

What are the excess reserves? 

Do you (Taylor) know? 

Billion two. 
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~bout a billion two, I t hink. Increasing a little. 

Anything exciting otherwise? 

No , very quiet. 

You•re staying home every morning , I see . 

Yes. 

Good . Silly not to. 

~ell , I bad an appointment tnis morning at nine 
o 'cloc~. Couldn't do it. I'll stay home next week . 

All right. 

rlos is on tbe phone. 

Henry, I thought you might be interested to know I 
had a lunch yesterday with Bill Douglas./ 

Oh yes . 

••nd do you want a little on it? 

Very much so . 

\'I ell, I wanted to know what a holding company is. 
·:/ell, a nolding company is 6 hol ding company that is 
not subject t o public regulation. 

Say it slowly . 

• 

I t' s bard to get it early in the morning . A holding 
company - the holding company that i s being aimed at -
let ' s put it t hat way- is 6 holding company wh i ch is 
not otherNise sub Ject t o public regulation. And I 
said - you see, •otherwise sub Ject to public regula­
tion" would be a railrond holding company, public 
holding company, something like that; be a public 
utility holding coapnny, us far as that's concerned . 
I said, "What about such things as General Motors and 
A. T.T., that are partially holding companies and 
partially operating companies?" Be said, •Well, I 
don't think they should be affected.• But the whole 
thing looked as i f it were very much in the di scussion 
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s t age . •I ell then •••• 

Bow ac tive have they been, Ros? 

1 think he personally haa been fairly active . 

l'lha t? 

1 think be personally bas been fairly active . 

You do? 

Yes . Then be said be bad some stuff on Trans-America . 

On what? 

On Trans-America . 

Be volunteered that? 

Yes . And be said, •I•m t hinking of sending it t o 
Jefty o •~onnor.n 

Yes . 

" 'I/ ell," I s aid, •he 19n 1 t in the Treasury. Vlby 
don't you send i t to the Secretary?" 

Yes .· 

He said, "All right, I •11 do that, I don• t know 
wbere to send it, but I' ll send it wherever it should 
go.• . He said, •It' s fragmenta r y , but it looks very 
bad .• 

Yes. Well, I'd like to bave it. 

Yes . Well, tbat1 s about ••• 

Now, is Trans-America subject to regulation? 

No, I wouldn't think ao. 

No other than the New York Stock Exchange. 

I wouldn ' t think so, within what be was talking about. 

'II ell, that's interesting./ 
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I tblnk he's been doing quite a little work on it. 

What else? 

That was all on that . Be bad various things to 

say about the dissolution of public utility holding 

companies in connecti on with the tax bill . 

I see. 

But that's a separate, rather technical, issue. 

It's rather amusing , because what they have in mind 

is to gi ve public utility holding companies better 

treatment than they are getting now under the t ax 

bill. 

I see. 

But that's what they propose . 

'II ell , that ' s int eresting. 

He is a lso going to send a man up to t he Bill to 

lllake some proposals to the Committee, the Ways and 

lleans Committee, about investment trust legisl ati on. 

Oh, 1s he? 

Yes , he wants to knock out the provision which is now 

in the law and in the proposed bill, respecting mutual 

investment trus ts - these Boston trusts . 

I see. He's throning that out? 

Yes , be says they e ither all ought to be on the 

same footing 

Yes . 

or else they ought t o put through a provi sion 

wnich ;vould give t he same treatment that is now given 

to t he Boston t rusts to several other types of trusts. 

I see . 

But the first is what they are going to recomaend: 

tbat the present exempti on for the Boston t rusta be 

kicked out of the bill. 
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•ie11 , t nat• s interesting . 

Yes . 

J,l.l r ight . Now, Ho.rolu Graves won ' t leave befor e 
I get back, will he? 

No. 

N~ , tle won' t . 

ilecause I r.ant t o go ov~:r •'IDf•t he ' s going to do in 
Los f.ngetes nith him before he leaves . 

He • s gone over it .vtth sever a l peo;>le over toere , End 
E lso w i tn t ne Commissioner . 

:.ell, 1 1 d like to go over it wlto you and the 
Commissioner end Gruves before he lea ves . 

'o'lell , way don ' t we arrlln;;e tha t now befor e your a turn? 

Yes . 

Be gl ad to . 

I tnanK you . 

I t uess tna t ' s a ll. .hnyone else you ·.vant to speak to? 

d . ~ . Jr: t;o . 

llcR : 

:Jug ill: 

~11 r i gnt . Gooa luck, denry . 

(Paone conversa tion ended . ) 

.. ell , tnat ' s all I ttnow ubout . 
ld11c? a., s:Jici oe 1 d like to see 
~nd Graves nhen he gets back . 
planning t o go? 

tlo definite da t e . 

·tall you ao th&t , 
the Commiss i oner 
o'lhen ~as Gra ves 

••ell , of course, the Comm1ss1.~ner hasn ' t maoe up 
his mind yet, I suppose . 
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SEcURmES AND EXCHANGE CoMMISSION 

WASHINGTON 

January 21, 1938 

My denr l!r . Secretary: 

Pursuant to your requeat tranamittad by the 
Hon, Roawell Magill , Under Secre tary of the Treasury, 
I am herewith sending you, for your confidential use, 
a copy of a document relating to the Tranaamerica 
Corporation which was prepared i .n connection with the 
Commisaion 's atudy of investment companlea pursuant 
to Section 30 of the Public Utility Holding Company 
Act or 1935, 

In order to obtain acme data to determine 
11hothor tho Transamerica Corporation was an investment 
company within tho purview of Section 30, the Commis­
sion sent one accountant and one lawyer of ita staff 
to San Franoiaco to make a curaory preliminary survey 
of the situation, This survey was not intended to be 
a comprehensive or detslled atudy of the activities or 
financial condition of the corporation or any of ita 
affiliated banka or other organizations; but waa rather 
a preliminary and llmlted inquiry into the history and 
nature or the corporation and waa confined almost ex­
clusively to the Tranaamerica Corporation. No examina­
tion whatlfOever was made of any or the banka or other 
organizations affiliated with the Tranaamerica Corpora­
tion, 

Since the survey of Tranaamerica Corporation waa 
made only by two men for the purpoae of obtaining aane 
informat ion as to the nature of that corporation and is 
baaed aolely upon the booka and dooumenta furnished to 
the Commission's representatives by the officials of 
this corporation, the examination necessarily was super­
ficial . No attempt whatsoever was made to check the 
accuracy of any of the figures contained in these books 
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and documents or to analyse any or the transactions. The 
dccument being transmitted to you is, therefore, based 
solely on secondary information; has not even been checked 
bock as yet to the supporting data in our files , and should 
be treated as being entirely tentative and preliml.::n r y in 
nc.t.ure . 

The document does not constitute 1n any way a 
report of the Comnission and the fact t hat it is being 
transmitted to you shoul d not be construed as an approval 
of its contents by the Co~ission . 

We hc.ve the accountant's IVOrking papers, copies 
of t he minutes of 'I'ransamerioa Cor,orotion and of certain 
other affiliated companies, and copies of the o~~er docu­
ments upon which t his sllm!nary is based. The Commission 
~<111 be pleased t o make this material and data also avail­
abl e for ycur confidential use . 

The Comr.ission is bending every effort to conclude 
its study of investment trusts and investment companies 
and to tran~~it its conclusions and recommendations to 
the C-ngress in the near future . The mer.bers of our invest­
men t trust study staff who have been in touch with matters 
feel t hat a cQmplete understanding or analysis of the 'I'rana­
smcrioa Corporation could not be obtained except after a 
study of that coi'!)oration and of ever y bank or other organ­
ization affiliated with thst corpor atinll . The t:!S.,'"llitude 
of the task of ~~ch a study, toge ther with the lL~itations 
of staff and funds of the Canmission, make it impossible 
for t he Commission to undertake any further survey of the 
Trans~,erica Corpor ation group as part of t~e investment 
trust study. 

If t here is any additional i nformation whidh you 
desire , please do not hesitate t o oall upon me . 

The Honorable 
'l'bo Secretary of the Treasury 
Washington, D. c . 

Yours faithfully, 
u..... (J ~;::~/ 

V/1llia1n o. ~-, 
Chairman 

I 
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s-17 of Report 

on Prel1a1Da17 8Ul"t'&T Of ~ (. } f 
'fr&n8uterioa Corporat i on 0 -- · I.. 1 1 T 

california and New York (190•- 1928) 

1 . The Benk o't Italy (a Calyornia atate bank) -s organized in 

1904 with a capital of $150, 000 . 

2. Between 1909 and 1917 it ae~ired 11 branches . Bven theae 

earl7 acquisitions of branches we re in circumvention of the 

State law. Giannini and other 1Dd1T1duala would ~ a con­

t r olling intereat 1n other banka, (their operat1ona be1ng 

fina nced b7 the Crocker National Bank) and theae banke would 

then be merged with Bank of Itaq and turned into brancbea. 

~ . Beginning in 1917, the stockboldera .lux111al')' Corporation -• 

uaed in a1m1lar faab1on aa the medium tor acquiring atate banla 

to be converted into branchea of Bank of Ita1T• 

4. In 1919 Giannini formed the Ca1Uorn1a Joint Stock Land Bank. 

5. In 1919 Bank of Italz became a member of the Pedaral ReaerTe 

S7etem. 

6, In 1919 alao ()1enn1ni formed the Bancitalz Corporation in 

New Yorlc to aerve as the Giannini top holding COJIIPaDT and to 

acquire New York banks tor merger into an outstanding Giannini 

bank 1n the Baet, 

7 . In 1919 Bancitalz Corporation acquired the Eaat River ll'a tional 

~· 
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a. In 1919 Banoit&1z 00l'I!Or&t1on aoquire4 Capital COS?&Dlo a 

Calitomia IU'ban real .. tate holding ooapan7. 

9 , In 1919 Banoitalr Corporation aoqu1re4 a bank in ••pl .. , Italr. 

10 . In 1924 .t.el'io-roial CO!'RONtion waa toned br Stookbolden 

Auxiliarz Corporation. 

11 . In 1924 Banoitalr Corpol'ation acquired co-ercial Truat Co!!jpal!l 

in New Yol'k and merged it with Beat ~iver National . 

12. In 1925 Banoitalz Corporation aoqulred the Bowerz Bank and 

mel'Sed it with the Beat Ri'rer •ational. 

l:S. Between 1917 and 1924 Giannini, acting through Stookbolden 

J.ux111arx Co!'Ror&ti on and .lmel'ioOIIDIIeroial Corporation (and to 

acme extent through tbe Bancitalz Corporation) acquil'ed 124 

banka and conYel'ted them into branohea or the Bank ot Ital;r. 

(During thia pel'iod, altbougb the SBO report doea not 
mention it, canaiderable sentiment againat Giannini 
gt'IIW up Ulong the bankera or California, and there 
weN man;r ocmplainta about hia methode 1n forcing thea 
out ot buaineaa and into Bank ot Ital;r ae branohea • 
Some banka were forced to aell at low pl'icea; tor others 
high pricea were paid.) 

14. Later Bancitalz Corpol'&tion acquired the Pacific National Pire 

Insurance Co!IIJ!&DT and the Bankitalz Agricultural credit Corpo-

ration. 

15, In 1927 Banoitalz llortsase Co!!i!&n7 waa to~d. 

16. In 1927 the naae of Stockholders AuxUiarz Col}>oration wu 

t o llational Banldt&1z corporation. 
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17. In 1927 the BaDk of I tall took a national cherter and bee­

the Bank of Italr, Bational Truat and 8n1nge baoc1at1on. 

18. During th1e period Bancitalr Corporation aoquire4 a nuaber of 

Oalitorn1a balllce , 1110at of which were •rged to fora the Balik 

ot !marica in Loa Angeles . Tbeea operations resulted in mergera 

into the Bank of Italr, li.T. and S .A. following the enactment 

ot the McFadden Branch Bank'ng .&ct, and a new 118thod na u.e4 

to aYoid the reatrict1ona of that act on branch ballk1ng b7 

national ballke. 

19. During 1926 and 1927, Bancital7 1eeued 111&117 of ita own abar .. 

in exobenge for aha rea of ballka acQuired, " th repurcbaee agree­

menta at pr1cea aubatantialll aboYa the market, to mature in a 

period of about a year. Tbua a constant rise in price of the 

atcok, encouraged b7 market operations, na nacaaaar,y to the 

growth of the organisation. Tba market operati ons were con­

ducted through Bationa1 Bank1tal7 CO!I!?anl (the attU1ate of t~ 

Balik of Itaq, :&. T. & s.A.) Who der1nd prot1ta from trading in 

the &bares of Banoita17 Corporat ion of $9.725,245.~ and 

$3,371,,55.60 tor 1927 and 1928, reapect1Yel7: Bancitall 

Corpora t1on, in turn, operate4 the trading act1v1tiee tor aha rea 

ot the Bank of Ita1z, li . T. & s.A. and Banca D'AIIerica ad' Ital1a. 

Such trading reaulted in net profits to Bancitalz Corporation 

as fo1lowll 
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B&nk ot Ital7, National 
Trust and Savinga Aun. 

Banca d 1Amer1oa ed' 
It alia 

- ' -
Total 1Q21 1Q28 

$S9,79~2et.eo tee,eel ,218 .~ $le, eat,oee . l7 

6,t9t, Otlo2& 

$E,28Q,:S25o73 $26,8&1,218o33 $1Q,t28 1 107of0 

It 18 quite apparent from t he abon that there must have been 

an enol'!IIOUa amount ot tredins in the aharee of theae attU1ate4 

COIIIP&niea to effect auch 1a rge protita . 

20 . Ae a begimling to-rd a real Wall Street bank, Giannini acquired 

in 1928 through Banc1talz Corporation &&,2tt eharea ot Bank ot 

America . 

21 . He wanted to ooneoli~te Baat Rinr Nat i onal, Collllll0rc1al B:ltch!.nge 

~ (apparantlT acquired in the meantime) and ~ ot America. 

22. Morgan and the Delafield intereata agreed to O)&nnin1 1 a entrance 

into lfall Street. 

2&. The llaw York Clearing Houae and the Federal Reserve Balik o.t 

New York approved the deal it Banoita~ Corporation would diapoae 

ot all but 20 per cant ot ita projected holding• in the couol1-

dated bank. Later tMT cCIIIlpelled Bancitalz corporation to agre• 

to d iapoae ot !!! ot the eharaa to be owned UDder the conaolida­

t1on. 

2t. B&pk ot 4m!rioa, B.A. and Bank•merica Corporation, a aecurit7 

attU1ate, nre t o-4, Bancitalz corporation rece1ft4 111t,80'P 

·•-w flit U.. 1 ,000,000 llllarea ot the new bank, P&TiDC tJ,oa.'ll 
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per anare and with plana to diapoae or 500, 000 sharea at 

$225 . a share, and thus make a groaa profit ot some $60, 000,000 

out or the merger . 

25. 300, 000 shares or the new bank were offered to the shareholders 

ot Bank of Italy, N.T. & S .A. and or Bancitaly Corporation and 

200, 000 shares were to bo sold to Nat i onal Bankitaly CompanY tor 

aale t o the public through the bond department ot Bank or Italy, 

li . T . & S . A. 

26 . Bear raids began in June, 1928 on the stock of Bank of America, 

!!.:.!•• and it tell in one day from 250 to 148. Some of the buyers 

of stock at the offering price or $225 repudiated their purohaaes 

and tho $60,0001 000 expected profit was reduced to $22, 000, 000. 

(The Bancitaly Corporation claimed taxable profit of 
$6 . 3 m1111on ; the Commissioner or Internal Revenue 
claimed $41 . 4 million.) 

27 . Bancitaly Corporat i on was b rt with 43,000 shares of Bank of 

America , N.A. which it transferred to Capital CompanY and a 

reacquisition of shares of Bank or America, N.A. by the Giannini . 
interests was begun, apparently without interference this time 

by ths New York Clearing House or the Federal Reserve Bank or 

New York. 

Formation of Transameriea 

28. Reputed bear raids in June, 1928 on stock of Bank or Italy, N.T & 

~· and Bancitalz Corporation showed their YUlnerability and led 
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to the formation 1n October, 1928 ot Tranaamerica Corporation. 

They alao influenced shareholders ot Bank ot Italz, N .T. & s .A. 

and Banoitaly Corporation to exchange their aharea tor shares 

of Tranaamerica Corporation, so as to give it 99 per cent control 

1n both the bank alld the investment oompatJ7. 

29 , Transamerica Corporation alao acquired, through Capital CO§I!J1,l 

and Bankitaly Company ot America (aucceaaor to Ba.ncitaly Corpo­

ration) by the end of 1929, nearly 730,000 shares ot Bank ot 

America, N.A. or these 558, 254 aharea were acquired by exchange 

on a baeia of unrealized loaa to the aellera of $Z4. 50 a ahara. 

~o . In 1928, Tranaamerica Corporation, 1n exchanging ita aharea tor 

t hose ot Bank ot Italy, N.T. & s .A., and 1n forming Bankitali 

Comoa.ny or America (to take over Ba.ncitalr Corporation and 

National Bankitaly Company), wrote up on ita books the value of 

t he new securities over the old by more than $600 million. 

:n . In April, 1929, Oi&llllini interest a became aff111a. ted with 

Blair & Company, Inc., headed by Elisha Walker . Banoamerioa 

Corporation bee ... Ben: I rica-Blair Corporation. The Blair 

interests received a.n un.realized profit of aome $.a million 

this deal , reterrod to in the report aa •excessive conal~enktlLonoJ 

~2 In 1929 the Tranaameri oa group realized trading profits ot about 

$56, 000,000 . To 1ncreaae trading profits, Intercout Trading . 
Cos>I!J1,l ns to:naed but attar tho ll&l'lcet craah wu taken over by 
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Intel'-OonUnental Oo~orat1on, with a lou ot about $26, 000,000 

to atookb.oldere . 

33. Ae ot the end ot 1929 Tran .. mer1oa Corporation ehoored 1Dveat­

menta 1n attiliated and controlled oompaniea aggregatinl 

$1.1 billion and approximate reaouroaa ot $2.3 billion. 

s•. In 1910, Tranaamerioa Corporation acquired' 110re than 50 par oent 

ot the atoolt ot The First Xational Bank ot Portland, Oregon. 

Walker replaoea Giannini 

3!5. In 1930 Blieha Walker ot the Blair gl'OUp, became the head ot 

Trana&m~~rica and !J1aDD1ni retired, 

36 . Walker and hia Blair Anociatee had to turn in the 131,6158 

ot the eharea ot Bank ot America, B.A. (which they had received 

1n 1929 at a moe protit 1n the Blair & CO§!& merge r) tor 

TranaaJ~erica atock. A apecial corporation called General 

Bnterpriaea , IDo. - e tor.ed tor the expren purpoae ot -.kin& 

th1a exchange , 

2'1. It ahou.ld be aoted that 129, 626 ot ~ 1311 668 aharee o ... t-

13 pareonal holding oompaniaa 11:1 ioh had been to~d by the 

Blair partrutra--ae'l'en 1n Iewtoun4land, two ~ Quebec, two 1n 

Panama and two 1n Ouernaey. 
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~e . Hare again tho Blair interests made mon.,., tho exchange netting 

them an oxoesa aarkot Yalua t ion ot $11.~ aillion. 

~9. lloroovor, whUo at thh t1mo tho Blair partners wore ginn 

6 aharos ot Tranaamerioa tor each ahara ot Bank ot America, N.A. 

the general public waa b eing otterod only ~ shares ot !!:!!:!.!­

america for each share ot Bank ot America , N.A. 

40 . When Elisha 'Jalker took over Tranaamerioa management a new 

policy waa agreed up 'llhich embraced, among other th1nga1 

A. Development ot nation-wide branch b•nk1ng. 

a. Ac quisition ot foreign banka. 

c. Bxpanaion in tho insurance tiold. 

D. Acquisition ot stocks ot 1ndustr1ala and public utilitioa . 

E. A directorate representing national and international 

industrial intoroata. 

P. Listing ot Tranaamerica atock in London, Parh cd Now York.C 

G. A profit sharing plan tor otticara . 

\Valker- Giannini contest tor control. 

41. Giannini aoon became dissatisfied with Walker'• polieiea &ad 

in 1931 and 1932 engaged in a pro.x;r tight with Wall<Br, in whioh 

Giannini Ngained control ot Tranaamerica. 

" 
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42. 'llhen it ia cona14ered that at the period ot tl» pro:Q tight tl»re 

were approx1m&tel7 248,000 atockboldera 1D Tranaamer1G& Corpora­

l!!!a• three- tourthe ot 'llboa were rea14enta ot Cal1tornia, and 

that added to theae, there were 12, 000 eaploreee ot the group, 

together with over 2,600,000 depoaitora in the controlled banka, 

it can eas1l7 be seen that • ••• Tranaamerioa with ita 248,000 

atockholdera ia mora than a privata enterprise. It 1a a great 

aemi-publ i c institution. • (Front page editorial, San Prano1aoo 

Newa, December 19, 1931. ) 

43. Giannini ' s pol1o1ea had been baaed on expaneion, a managed 

market 1n hia eeouritiee, close control, and a liberal dividend 

polic7. A riaing market waa almost eaaential to hia eotiv1t1ea , 

44. Walker tound a declining •rot, reduced valuee and earninga, 

an intlated ~ameriG& with complioated 1nterrelat1onah1pa, 

and a generall7 depreaaed and battling eituation. Dividanda 

were cut, · spreading 41aaatiataction. 

46. In a ahtrt ot po11o7 on eanrtng uphaaia, Walker plared down 

banking and a treaaed participation 1n 1nduatr1al enterpriaea. 

Banka were to be d1apoaed ot and nat1on4 ida branch banld.JI& 

torgotten. !hia precipitated the pro:q tight. 

- ~ .. 
' .. 
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<l6 . I.D 19~1 the Bank or .a..r1oa, X.&. waa aold to the Jlat10D&l 019 

Bank ot ••• York, Tranaa~~~er1oa aett 1116 about 9 per oent ot the 

a took ot the Jlat1onal 019. 

47. Through 19W and 19~1 Walker waa •nsaae4 1n reoraan1s1D& the 

var1oua Tranaamerioa e~anlea, aellin& aeouritiea, liqu14at1D& 

bank loana, wr1tin& ott louu, and aenerall7 eonaol14at1D& 

poait1on. 'l'here were rol'lle4 

Trau-r1oa Bank Boldine Oo~an,­
Trau-l'loa Senioe CO'IIP"n:J 
Tranaamer1oa Publio Ut1litJ Bol41n& COIIP&D7 
TranaUier1oa Inaurance Boldin& C~an,­
TranaUieriea Mortgage Boldin& C~&D:J 
Tranaamerioa International Corporation 

48. In 19~1 Tranaa~~~erioa wrote down ita 1Dveataent 1D oontrolle4 and 

attiliated eompan1ea on the baala ot their net aNet •alue. 'Bie 

total write down e&oeede4 a billion dollars. 

•<l9 . In Pebruar,, 19~2, G1ann1D1 reaUMd oontrol. 

so. 01.ann1D1 resumed h1a branch bank apanaion, aD4 haa aequ1re4 

branch bank a)'at• 1D Oregon, Wuh1naton, •evade (and Ar1sona) . 

lf&n;J new branehea or Bank or aer1oa, • .T. a: s .A. 1D C&l1toi'Dia 

have been &oqo.1re4. 

51. D1v14enda 11h1ch had been euapen4e4 1D 19111 were reaUMd 

52. Aooountin& •thode were aaa1D oh&D6ed to enable prorit. 1D 

aeour1tJ tranaaotiona and 1D aeour1tT hold1Dit to be ahowD and 

to be an11able tar d1•14en4ao 
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6:!· Prot1tl on aaloa ot .. our1t1oa 'tlb1oh had been writtc down ill 

18~1 totalled ••·~ ~lion ill 1888-&e, one tenth ot tho total 

1no~ tor tho tint tho :roan ot Giallllill1 '• nn oontrol Sa 

tbua aooountod tor b:J protita on aalea ot written down eeour1t1ea. 

54, In 18~7 1'rana ... r1oa hold1nga ot llanoaaer1oa- Bla1r Corporation 

were d1etr1buted to aTo1d reg1etretion ae a pUblic utilit:J 

holding OOIIIPall:J under the 18$6 &ot. 

55. In 18~7 58 p er cent ot !'rana ... r1oa •a holding• ot the atook ot 

Bank ot &aer1oa, lf,!', & S.A. wore dbtributod to 1'raneaaer1oa 

etookholdera 1n an attaapt to br1ng 1t out troa under the 

Federal lleaern .lot definition ot bank "hold1ng oo.pall:J 

affiliate.• 

5e . ThAI .. Teral hol41ng OOJIIIP&niea are be ins oollapaed and other 

OOJIIPaniee dfeeolTod 1n a "•1111Pl1t1oat1on• .. Te. 

57 , "In 18~ and tho ear~ part ot 1881, when, at the d~ ot tho 

Rational Bank ftMt"wr, ~.ooo,ooo ot unbankable auote wore 

taken out ot Bank ot .U.rioa lf,!'. a. 8.1.. b7 Corporation ot 

Azer1oa, $7,800,000 ot theae a .. eta, reproaentod b:J oit)' realt:J, 

were taken OTer b:J Cap1 tal O!!!!l!!!lJ at oarr:r Tal.ue. HoweTer, 

deal, transacted on the boon ot the partio1pat1ng e~an1oa aa .. 
ot PebNar:J 28, 1881, ... reaoindod em lfa:J e, 18al. 
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68· "'!.'here are 1Dd1oat1011U that .:Oo=o~1=~:.n~ta:,:lwL~1t~•~~!!:!lii!!!!~~!I!!Yil 

boddea ulltng to Capital Cosw tboao real olltate hol41Dp 

m1oh ehowod a lo .. , purolluod 110rtpgH tr- CN1tal COIIP~-· 

thua aupplJ1Dg tho latter ooaptDJ with tuDda to take OYer tho 
• inaurenoe oompaDJ '• realtJ. 

59. •'!.'he followln& atat-nt ot ahrJ..nkace of o-.p1tal pa1d-1D aho.l. 

aubjaot to notattona thereon, tbat ot atotal net capital pa1d-1D 

of $1,&36,782,124.36, (inoludtng atook di.W.nda of 

~78,725,500.00) ~-re wu the eno-. ahrinkage of 88.12~ or 

$l,U4,3621 467 .31. Thua the adjuated paid-in capital aa ot 
• Deocbor 31, 1936, amounted to the aua of $182,U9,657.o•• 

so. '!.'he ainutoa of acme of tho oo~;~aniea in the Trena ... r1oa gro~ 

indicate the extent of the control of Jlr. Giannini onr the 

sro~t 

• 
•upon action of D1rootor Booker, aeoonded bJ Dir.otor 

Weller and dDJ.7 oarr1od that Proddct .l. P. G1annin1 
be gi'l'tll autbor1tJ to aot 1D the -tt•r of oatabl1ahin& 
intereat ratoa to bo ohe~ed bY baDka owned bY the 
Stoollboldore .lwdl1arJ C oration to the d11Teront 
buainaaa enterpr1aoa for the o-tna ••••011·" 

- Stoo~ldora .lux111al7 Corporation KinutH 
Board lleottng J'lme a, 1920. 

0 RIISOLVBDt that Jlr • .l. p. 01annin1 '• aot1ona 1D 
tho puroheatng of atook of 'l'ar1l>ua banka and ithor 
oorporat1ona iDd ot real eatate, bo appro•ed. 

- Bano1ta1J Corporation Bo&rd Mooting Ktnutoa 
Deo•bor 6, 1981 
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.t.nd, 1n connection nth an 1 .. ue ot lOO,OOO new ah&raa ot 

BaDc1t&l7 Corpo~t1on authorised at tbe aDd. fd lea6a 
• 

·~aA~!6 abarea thel'eot to A.P. Gl&DD1ni, the UDdera1sa-4 
Prea1 t or the Corporation, at the prioe or tzoo per abare, 
1n order to enable h1lll to l'eatore bol'l'Oifed atook to atoo~ 
holden ILJld to make auoh other adJuat•nte •• •1 be neo­
oeaaey 1n tho IIIAtter or tho recent mora or :Baa aucoaaatul 
efforts which he, on hia own initiative and roaponaibilitJ, 
but for the beat 1ntereata or the Corporation and ita atook­
holdera, put rorth to hold the market value of the atook 
within reaaonable bounda . • 

Bancital7 Corpo~tion Board Keat1ng Kinutea, 
December 28, 1~25. . 

•an motion dul7 made and aeoondad, A. P. GS•nn1ni, 
President, waa authoriaed to reduce the par value or the 
atook and deolal'e auoh divldanda aa he might de- proper. • 

61 . • It ia diltioult to traoe the 1'1111 amount of parmenta mada to 

A. P. Giannini, but it would appear, that exclusive or the 

tl,SOO,OOO paid to the Univeraitr or Oalitomia, at la&at 

~,766,157.6~ -a paid to hila during the period rroa 1~215 

• 
to 19M 1ncluelva. 

62. "From the above, it would appear tbat the consolidated balaDOe 

abeet tbua pr .. antad doea not tollow the orthodox method ot 
• • 

consolidation. 

6S. "In view or tho small oaah poaition, the pladgina or a large par11 

or the aaaeta, and the poaaible 1nabil1t7 to diapoaa or read1l7, 

tho ro"'dnsng tree •rkatable eaoUJ'ltiaa, it would aaem ~­

aaer1ca Corporation with ita CDMol14ated aubaidiariaa 1a 1n a 

•' 
aoaewbat unli~id poait1on • 

. .. ". 

»-'-- -·. 
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64. "with a aoaewhat deplete4 oaah poaitioa and taking into aoooaat 

current M'fenuea, it _,. be that 'l'rane ... rioa Corporatioll will 

• have to borrow .trom i t • a.t.tilia te4 belike. 

65. Capital Coll!l?a& and Cal1.tomia L!.z!41 COII!I?!J!l, Inc. owe Bank o.t 

America , N.T. & S .A . $51. 6 million .tor real estate purchased 

.trom them under long-term oontraota and mortgagee auWDed. 

(ot tbe $51,616,4~2.78, 1•2,~84 ,12~ .79, is due to the Balik o.t 

America, li .T. & S .A • .tor purohuee aa related previoual7 to 

relieve the bank o.t .trozen real eetat e own.d b7 it.) 

66. Capital Companz and Cal1.tora1a tan4a CO!I!!)anz. Inc. han a 

reserve .tor depreciation and revaluation of $11,896 ,~98 . 1•· 

vThis amount ia equal to 14.~5~ of the total book value o.t 

$~,907,771.~~ . It would eeam that the rate of 14.~5~ ie 

exceptionall7 low conaiderillg the draetic decline 1n r eal eatate 

v&luee , particularl7 when oompare4 with the aYerage per cent 

o.t lo .. on real estate aold b7 Capi tal CO!!P!J!l and Cali.tomia 

Lande, Inc . dllrillg 19~5 and 19~6 which waa 22. 84$. on tha hJ'po­

thetical baaia o.t 22.84~ o.t a total oarr,ring value o.t 

$82, 907, 77l.Z:S .tor real eatate owned, t h e reserve .tor deprecia­

tion and raYaluati on would ba $18,9&6,1~4 .97. The $18,9&6,1~.97 

ca.parea with a reaeJ'Ye .tor depreciation 

o.t $11,896 ,~98.14 or a de.t1o1eno7 1n the naern of $7 , 0&9,736 
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67 , ~That eubetant1al. tradin& acth1t1ea nre conducted ill tbl capital 

etook or Traneamer1oa Corporation and 1ta aubaid1arr and ar­
t1Uated organbat1ona 1a nidanoe4 'bf the tact that at Deo-.ber 

:51, 1g29, the varioue auba1d1ari .. ot 'l'rana .. erioa Corporat1op 

were long 1,086,123.76- 5/6 aharea ot that corporation at an 

average price ot tn.29, hoi Yin& an aggregate book nlue ot 
.)' 

f66,~78120lo0lo 

68. The lfew York Stock Exchange C~ttee on Stooll: LUt ~onatrate4 

with Traneamerica Corporation tor ita activitiee 1n ita own 

eharea . 

69. "the constant eh11'tin8 or aharea between oampaniea.• p . 1111!. 

70 . "the tremendoua tradinS volume that took place 1n the aharea 

ot Traneamerioa Corporation b7 Tranaamerica Corporation and ita 

aube1d1ariea and att1l1ate4 OOJIIP&niea.• P• ll55. 
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BAN~ HOLDING COYPANIES January 28, 1938. 
11:00 a . m. 

Present: 

H. J . Jr: 

Jones : 

H. 'l , J'I': 

Jones : 

H. !l. J'I': 

Jones : 

llr . Taylo'l' 
!.!r . Oliphant 
llr . Upham 
Dr. Viner 
Dr . Riefler 
llr. Jesse Jones 
Mr . Eccles 
Yr . Leo T. Crowley 
tJr . O' Connor 
Mr . Marshall rl , Diggs 
llr . Vlilliam Douglas 
llr. Opper 

Good morning . 

I asked ~r . Douglas whether he wouldn ' t si t in with 
us , inasmuch as this was a hol ding company matter 
End he ' s interested in securities . 

'.'le met <obout - I don't know whether - it was a month 
or so ago, and this 4uestion or bank holding companies 
was up . At tha t time I asked Mr . Jones whether he ' d 
make a study f or me , und I think e verycody else has 
been making his own study, so that I -but I 
specifically asked Mr . Jones. I wonder if he would 
muke a report . 

:.ly report, llr . Secretary, I forgot to bring with me . 
I d ictated it this morning; it's about half a page . 
hnd I knew it wo~dn't stand up very well ageinst 
!larriner•s. In our organization we have been 
studying , getting all the 1nforma tlon that we could 
t o - that 7-e ought to have to give consideration to 
tats rather important problem. And while I hove 
always been opposed to holding companies in prin­
ciple, Lnd especially as they apply to banks .• • 

To what? 

And especially as they opply to banks, • ••• 

Yes • 

• • • .vhen we all8lyze hO•I the bbnkS came through the 
crisis, tbe so-called holding company banks, or gr oup 
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H • ..t .J,.: 

0 1 Connor: 

H. M. Jr: 

O•Connor : 

a . .:.Jr: 

0 1Connor: 

H. II .Jr: 

Diggs : 

H. li .Jr: 

Cro:Yley: 

-2-

banks, probably will come out a little better 
on the whol e than - r elatively, I'd say - than 
inaiviuually-owned banks. That fact, however, 
doesn't a lter ~ thought that - that the holdilll 
company is wrong in principle, end particularly as 
1t applies to banks. And t hat ' s about what I 
would say if I'd write you a book on it. We •ve 
got figures t o show - to reach ell those conclu­
sions, both !rom the R. F. C. •a record and experience 
and information we 've got from the Federal Reserve 
and F.o.r.c. But that's about our i dea on it. As 
I say, it doesn't cha111e uny my view thut the thing 
is wrong in princi ple and there ought to be some way t o bring it to an and. 

i;ell , supposing we go around clockwise to those 
people who are in, so to spe&k, banking agencies, 
and see what they have. 

llr . o •Connor? 

Well, I think lir. Jones has stated the thing as well 
as I can, lir. Secretary . 

What? 

I think Mr . Jones has stuted it very well . 

And you don't want to add anything? 

No, I think that covers it in principle; that'~ what 
we•re int erested in. 

Principle, yes. 

I t ake it lir . Diggs is just t o keep informed. 

Yes . 

If you don't mind, I'll skip our own people. 

lolr . Cr odey? 

Hell, I think what Kr . Jones has said about the 
general condi t i on or the banks and the groups i s 
subst antially correct. We have analyzed all the 
banks 1n the groups. They have cleaned up pretty 

• 
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~ell ; some of them nave some problems, like most 
of the banks have . 

. . / 

However, we are very much inte r es ted in the situati on 
in California end the situntion on the Coast . I 
don' t think that the groups ns a group creote any 
grea t haz~rd to deposit insurunce under the existing 
situLtion, exce~t I think thut 90 porcent of our 
•'lorry is tne worry of Truns-i.merica end Bonk of 
hmerica end their affili~t~s . I certai nly aon't 
b~li~ve that Trans-AmcricL should be permitted to 
extend any further on tho Coast lllld t ake on eny more 
banks . I don• t think that Bonk of Amer i ca or any of 
the bEnks thli t <o re o.1ned by tht.t group should be 
permitted to neve Lny more branches. The concentration 
of 475 branches in Californin is certdnly &n unhealthy 
situation for E corporotlon of our kind . The thing 
n~s bot top-he&vy . I don 't believe it csn be properly 
supervised . There seems to be G tendency for reaching 
out •. nd extending themselves all the time into other 
s tetes . 

Ana very defini t ely I feel tho t the Feder al Deposit 
Insurance Corpor ction should insist thut gr eeter care 
be gi ven to the supervision of t his gr oup, that no 
branches be chartered to them any more , end tha t 
there be, if possible, some kind of a genera l r ecession 
in the activity of t his group, and that they should be 
m~de to eliminate l oans from affiliates and be made to 
~lspose of their oth~r r eal estate &nd generally put 
their bouse in better order. In Gnalyzing their 
exLJmir.ations, for instance, 11e find thet in one 
instance, in dormant accounts - they put over some 
~394 , ->JJ worth of dorm"nt t.ccounts . t:aybe that iS 
legal and ~ybe it isn•t. but I t hink the whole 
tendency on the part of Trans-America has been to 
build up earning stetements thnt don• t go for a 
healthy situation . 

No,. , lYe have in thot. particuJ.vr group about 
~65J , OJO , OJO worth of insuronce . I f something was 
to h~ppen , it wo uld cause us on untol~ worry ~nd 
undoubtedl y would mean tha t we would have to come 
to the Tre~sury for large funds or to the R. F. C. 
for capital . I think tha t tho s i tuation ther e is 
too much in the contr ol of one mbn, th6t his 
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organizati on is not autticiently tree to act, 
thet the ona man ia too aagreaaiYe~ 

And whi le you're talkin& about group holding 
companies, you migbt Juat as well get r ight down 
to the bottom of thia thin& and r ecognize that 
the great percent~ge ot your trouble is right 
straight on your Coast. The rest or them are all 
small, comparatively speaking. I don't think that 
they should be permitted to accumulate or take on 
any group or any more bo~s during whatever interia 
you're going to discuss , without the consent ot 
either the Federal Reserve or the Federal Deposit 
or some supervisory agency. It aight be possible 
that you'd want to bri.ng about a consolidation to 
stop us !rom a loss, but certainly the prograa aust 
be to stop this expansion and get thea to l!quidete 
their indebtedness and put themselves in a better 
and more strong position than they are in at the 
present time. Mow, that is ~ viewpoint on the 
thins. 

Mr. Douglas, do you want to say something about 
what you've got? I mean I haven't told anybody 
about the reports you have sent me , but •• •• 

On the broad aspect or the problem Mr. Jones spoke 
about, Kr . Secretary, we neve very little competence 
and experience with which to judge - on the broad 
question as to the application of this problaa to 
the banking business. Speakin& just tor ~selt, I 
endorse a hundred percent the proposition that the 
bank holding company probably is an undesirable 
animal . 

Is what? 

An undesirable animal. That~s Just tor ~selt. 

Mow, !rom tbe point or view or the offici al Job that 
we have been doing, we have in our investaent truat 
study run into some situations in the bank hold1n& 
company field that ar e rather di sconcerting and 
troublesoae. We baYs in that field, the benk holdtal 
ooapan1ea, ••• . 

Caa r ou talk a UUl.e leudert 
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the oper ution and mancgement of the hol ding 
~omp~nies themselves , ma ny o!' the counterparts of 
~h~ kind of pr~ctices th6 t have gone on in invest­
:.ent t rusts : trad i ng with affilia tes and such an 
interlock of connections back and forth betReen 
various banks and between ba nks ond holding coa­
~anies bDd ~ffiliates as to cre6 t e a rather unhea ltny, 
a>essy s ituv tion that, from t he point of view of tho 
holdi ng compuny , separa te and apart froa> the bank, 
seems to bu loaded wi th <.lynamite . And <ri th the 
nolalng company loaded with dynamite, certa i nly in 
the main a ny r eoction on th~ bank str ucture i s l ikely 
to be enormous . 

'ihat l e11ds to this f irst observa tion, thDt certsinly 
&s o minimum the types of pr actices that have c r ept 
into the bonk a nd holding compa ny system ought cert&i 
to be subjected to the same deg r ee of thoroughgoing 
r egulttion tha t 11 group of reasonabl e , practical, 
experi enced men would say investment trusts should be 
sub jected t o . The industry itself would say tha t 
ought to be some conservative standa rds put in there 
so as to cut out these highly promotional activities 
tha t bring nothing but headaches t o the peopl e thc t 
have their money in, and which pervErt the func tion 
of the inves tment trust. hS a minimum, I don' t think 
tller t is 1111¥ doubt but ~·hat if the ltoldi ng compaey 
in the banking f i eld is allowed to survive, th&t the 
hold i ng comp1ony a cti vi ties should be subJect to c lose 
scr utiey bnd r egulation, so as to prevent ell this 
monkey business that has been going on. 

hS to the ques t i on of abolition of certain types of 
boldine companies or inves tment trusts - und I mi ght 
s ay tha t the diStinction bet;leen them is r a ther 
tenuous nnd they mer ge one into the other; largely 
a mutter of definiti on - we l>n ven ' t a s ye t at the 
Commission made up our minds on the mat ter of 
abol i tion . I wouldn ' t be surprised, in view of 
tne oiscussions 1ve have nad, tho t wholly "nd apart 
from this probl em toat you Lr& considering, Ur . 
liecr ete.ry , 11e •ould come out soon wi th a r ecommenda­
tion to Congress for abolition of certa i n types or 
so- called investa>ent trusts, so-called holding 
companies, in which this type might well be one. 
Or if not abolition, drasti c cur tailment of the 
scope of the ac tivities of such institutions . 
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From our experience under the investment trust 
study and our experience unde r the Securities 
and our experience under the Securi ties Exchange 
~ct, this type of animal has been one of our 
biggest headaches , rife Hith all sorts of dangerous 
pr actices , and I t hink that in some situati ons we 

;(' may be just sitting on a powder keg . 

tl . ·~ . fr;"'"~1ou aon 1 t mind my s ayill6 that I 've got that- that 
~ t hat .. a s & nice report on Tr1ms-America you dumped 

into my lap. I mean I jus t want these gentlemen 
to .tno:: th&t I•ve got it and tha t you g&ve it to me, 
becLuse I can't jus t sit .11th it and not do something 
&bout it, and - I me&n I'm willi ng to accept it where 
you ~eople leave off. I meL n • ••• 

Douglas : 

d . ... Jr : 

Dougl es: 

H • ..t .Jr: 

Dougl&s: 

!bat particul~r s tudy Rasn' t a hundred percent; 
tnot is to sey, we hadn ' t got way do~<n into t he roots 
o1' tne •::hole thing; we just t ouched the surf&ce or 
tha t problem. 

I huven 1 t fully absorbed it, but after I have I'd 
like to talk to you some wore . But it only beers 
out this - the fvct t hu t there i s something very 
much to be worri ed about/ 

Ther e is . And there are angles of situa tions like 
that thbt come up to us r a ther officially under 
the Securities Act, as to the sales or securities; 
under the Exchange Act, as to the listing of 
securiti es . 

I nas going to say t he listing . 

J.nd the reason why it is ~ problem of concern to us 
is t hat any action tha t .• e might tue publicly, 
officially, in the c ourts and otner.1ise, as respects 
p~rticular types of transactions, although they had 
no thing wha tsoeve r to do witn the banking problem, 
might touch off the fuse , if there i s n fuse . 

But I mean it is tha t type of thing tha t makes us 
very sensitive to this whole dizzy superstructure, 
with the bcnks a l l tied into i t e s & part of the 
centra l nervous system . So we nro sensi t ive to the 
problem. We have no particulnr solution to present 
to you this morning, Vr . Secr e t nry • 

• 
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n. ! . J r: 

r~.., !or : 

n .• ~ . Jr : 
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but you're ver y much interested . 

J.bsolutely . 

hs~ccially wher e e t ninB like Trens-Amer icb i s 
lis ted on t he New Yor k Stock t.xcnange . 

Wayne, oo you want to scy a nything? 

(Nods no) 

•;'ell , I :nean 

I con if rou ,..-~:. nt oe t o . 

llell , i t ' s entirely u p to you. 

J 

.. ell, I i:iaven ' t enythin,; ~acrt1cul~r on this point . 

! meL n I didn ' t want to jlL9S you . I lJlean !Hefl er 
:..nd Viner both asked .ce not t o ct:ll on t!lem . 

I 11i thdr u ... tha t r e-.ues t . 

You ,;i thdrav; it? 

I ' ve got so::Jetning to say no;; , after r e,.oing tnis 
.~ nd tne S. E. C. report: tlla t 1 oon ' t tnink ,·ou •r e 
aet.ling now with the impor t~nt ~ roblem . ~he 
important problem now isn' t hoo~ t o det.l •ith the ­
dec l in the future with the b£nk holding coopeny 
ts <. part of our finbnciel s tructure, b~t wnat are 
you going to do about this concrete b&nking situation, 

,including branch b&nks . See , t his is c r eport on tne 
Ba~ of Amer i ca , ~nd it is obvi ously e sour s itut t i on 
£nd it is obviously one involving 

l.nc t sort of " situ!< t i on? 

Sour . S-o- u- r . 

S-o-u-r . 

•<nd 1 t is obvious l y o o~o so where t aa t f use you speak 
of may go off a t any moment, if t he situation is es 
bad as tnis i ndicates . · 
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Well,, I don't tb1nk ... 

What bave you sot tbere, Jake? 

'l'ba t • a a report on the Bank ot America. 

Where did you get that? 

From llr. Crowley. 

Rave I got that. 

I don't tb1nk so. 

I mean that's why I asked. I mean have you given 
me that? 

No,. sir. 

Let me say this, that on the Bank of America, I 
don't think that the Bank of America is in an 
insolvent condition, that it couldn't pay its 
debts to its depositors. But what I am getting at 
is that I don't think that when you're talking 
about tbis holding company structure you can eliminate 
from this discussion the tact that they have so ma~ 
interlocking affili6tes end real estate companies and 
different things of that character, that wben you're 
telking Just about abol1abing holding companies vnn''"' 
not getting at what I think you've got; your proo.Lee 
is a auch greater. problem than that. 

Tbe real menace. 

~he rest of tbe holding companies, Mr. Douglas, 
don't cause us the concern that this large holdinl 
company does that baa so many branches throughout 
the West Coast, and so 116ny banks. 

Well, tbe reason I ask is, I didn't think I had 
any report on the Bank of America; the only report 
I have received froa any agency is from llr. Douglas . 

~bia ma.orandua 11 a discussion or Trans-America. 

I don't think I sot anyth1DI fr~ you on it. 

lo, alJ'. 
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Now, I•m coming bnck to this, but before we lenve 
the room I'd like to give Vr. - I mean I want to 
soy something about Bank of America before I get 
through, but I 1d like to give Vr.ECcles a chance 
on holding companies . 

'Nell , I ' m just wondering what it is this committee 
has got to do . It looks to me like the progr am has 
been decided upon. I 1m just wondering what there is 
that this committee is - are we supposed to help 
prepare legisl ation or to recommend it, or isn't that 
a matter that's been pretty well decided upon now? 

No, as far as we're concerned - I mean talking for 
the Treasury - I mean Treasury proper, which doesn't 
for this moment include o •vonnor - I mean only part 
of tne Treasury, just talking for ~ own - the office 
of the Secretary, I haven't - all I •ve said publicly 
or anything else - I said, "This is a situation which 
worries me . " Now, the more I go into it, the more 
worried I get. But I haven't made any recommendations. 
As a matter of fact, I have asked the President to 
withhold any action until we had this meeting, so 
that 1f there was something - 1f he sends a message 
to Congress on holding companies , is there something 
which the office of the Secretary of the Tr easury 
has overlooked which might h~ve repercussions which 
would be serious enough to offset the possible 
benefits? In vieN of the President's speech at 
the Jackson Day dinner ~nd the four-inch tail, 
which certainly this is the best example I know 
of - but is there something in this situation which 
is so critical, so serious that we should say to the 
President, wyou can't afford to send a message." 

Now, as to the law or whether it should be five 
yecrs or whether 1t should be three years , and what 
the penalties should be, e nd all that, the General 
Counsel's office has been making~ study of this 
thing for me so I should be ready. But I personally 
haven' t recommended anything to the President other 
than saying, •This is a s i tuation which wor ries me . • 

That's the way abe stands. And I definitely asked 
him to withhold eny action until I could meet with 
you gentlemen. Now, there ' s the picture. 
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, ell , the Fcuerh l Rcs~rv& 13ot ru .:~s cht r<;e<i in 
tr.c 01 Min.; •• ct o:· 1~.3.3 .. l~n t. Jl t re.s~onsibility 
of ilCt.lin ;; 11th these hold in•' compt nice . I t i s 
true t tl. t toleir uutuvrit.y :.~s l imited t.o ' holu ing 
~ow;>r ny - : . bt n" no l u inc com;ll ny - coul d anl y detl 
.. !tn tno!)e Ot !LtS i n ,·.nich th~...ru 11tl.S t..ll o .ners.t1' o f 
<J ~ercent or mo r e . In c: SL of Tr" ns-hmeriCt• b wy 
n1 vc r Ecently r educeu t lldr ho l u l nt;s ~n BDn;; ~f 
• ~cr ict to 4 3 , 

•lie .:J-.l .. ers t m t. tnc 13otru llr <.: e r· ~ ut.ctl y tru t of 
!.~s ... ln" or :n ttlilo l dilll. votin., .k r mi ts . 

•• (;. , e nr.v~o '1:-'e; ~r.tty eY.tln. lvc s t udy o f this 
tni:l(.. t n .... g;ottcn Wt;.\..tC,\..1" t t:oo...a dct. l o !' ir.i"or ..u t.ion, 
ttluJ ~ince tnl s Jo(;tt.t.. r C!.O(. u.~ 1 •• n1lt: t.(O I ' ve. t;ott~u 
Llt.O it ~retti t nvrou._hly . I 1 v~ . .D ... : st.uoy of tnc 
.:tole .-ic t.urt. , . "- r r oi.C t,,e 3t;J .. .,~ t. n t tn.: inforc; t.i ,)n 
tnt t I n &V t , it SCE-IJS to ,~e, l!.st.~~:nlr._ -;ou<=-Y , tntJ't• 
if L gootJ a~< l of Lisinforou.l on iL•1 r ef e r ence to 
\:1~ _ cner : 1 ,)l C tt.:r " , 

; na. I a "r E.t: ith ·tr . V1.nt r tu: t .. u .... n ~ ou - ~ou ' ve t;ot 
to t ntn.t of •n" t - tnt r £1 1 ~rvlJh:Ia ncl' ' i s not thu 
1•robl~m tnt t .. e! r~ r,._,, rontl;· lrylnc t o £C t t t , •~rely 
tl.c _...-:>tl E.:! uf b• M uoluint: cotn,>~nh,s . J:his e>:,>"nsivn 
.J;' t,{l.~ .ti th .. or r.. utrlct .. \)ul ... not b(..: ott t r. at by ou .. rl.:l)' 
'· li uiu::. tion of ;lo.L..a ii'V CUI"lt)' ni"' ~ · ? Tnt t L:·~J.,.._ t..s i or. -
:He b.!.t;;

0
cs t ·' rt f t nt .. CXPl r.:~!.vn 01 Trz. ns- A..ot..r!.ct. r.t 3 

Utc!~ U..lt: t..J 'Lu't;. ~;..;.tt bl l~h.:I.t..n .. IJf L~· .... r~.:llts . ·:o .: , t~lO-.~to 
Lrt rt-.:.u:s .. :. Vt t ~;..t..n - t ht.Y h t o t \) b~ C.>nst.ntca to bo~ 
t.llL v J:O..? t.rolle!" Of tilt C . .H" ;"f . .. ::. ' .• ~I"t.. • .o.r:c: ...., ro ·:t:l Of 
.. r,ns-"--\..:.·:.:. iu .. ,,. e ... ttl.l .. ~.t .. nt o: i'ts br~.nC.lf;S 
t:l t .. st' t£ ;>~· .;, li•'orr.lr , .:.: ~ .t "' s been the 1< r.,<st 
~ :-t ..l:.· i ts _; :- :J.tn, act l3..> t.nt. e :ttf.Lisn!tcnt of h :-tr.c.H.: 
1n b1L .;; tc-.t~ ;,>,.. Or .... gJL t t.row.)l t.lc. First t. t.i on:. 1 rt r.< 
01 llr c; •:t - th: t ' ... m.rt 1 \.o . ~ tnci.' t ;: ~o :th nt s bHr. -
nz s ot notrtin.:.. to ... ..;> ltu t.hf' noluir" ~0::2"1< n~ :.s St;C.i . 
'l :u t. st.:r.e e;:-o·: Ul coul.J Ol vc 011e 1n i"rct:' ;: ! :~.! t pt rt 
f r or.1 t 11e holuin~ c:l.~JJ! I\Y · YoJ ctn wltr.nol" l.tl .>< 
cu rters , ; ~u ct n .it.ulolu t nc estco lisma~nt of 
l.Jrt.!!Ctlt.S , botn; yvu CLn rcfusy l..o insw'"e br1nks . And 
m~ r<"l)f tnis ,,ropo~t l t o ll .uillt te Tr • ns - Americ& .. ould 
nvt .>t.:J,J tnc !lr"" l " , e XCtl;l t ltl t bbnl< tn,: t u t nor i ties 
ov';ll ... r ;, fuse t o grhlot c.ll. l' l~r s or .ocr!Jlt tl\e e~tc.ns ion 
of brr nches . / 
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No;;, I wanted to make t hat point here, because it 
does seem to me th6 t that i3 an important factor in 
this thing l that this growth is a growth that could 
continue, even though you didn't have a llol ding 
company . 

/ Now 1 the hold i ng company mechanism, getting back 
to Trans-~merica , which seems to be - I have here 
u report of the Bank oi' ~>merica. It is a report 
or the Comptroller ' s - it is based on the Comp­
troller ' s examination./ 

'.Vhat' s the date, :Jarriner? 

Well , it is the last report. Be last year some time. 
I don•t have the - I've got the September report 
nere, and ~~en the most- it's a recent report. Do 
you remember , Jetty, Nhen the last examination - along 
in - rather current; it was last fall . 

0 •Connor : It 'NBS some time in August or September, I think. 

<.ccles: /Now, this report certainly woulu g ive no one cause 
for concern, so f ar as the Bunk of Califor nia ... 

H,il.Jr: 

Eccles: 

Douglas : 

Bank of America . 

I mean Bnnk of Americ~ , "hich is the big institution./ 
The li4u1da tion of the holding company as proposed . 
in no .. ay lessens the insurance of deposi t9 . You 
still have 5~-some-odd percent of the deposits of 
that bank insured, whe ther you - whether Trans-l~erica 
ONns the stock or whether the stockholders of Tr<llls­
America wouldn't make any difference. You still 
have the same liability, don't get a~ay from that a t 
all. 

NoN, this is the picture on Trans-Ameri ca . Its 
sound capital in September of l9JJ was $6o, ~la,ooo, 
on the total deposit structure a t that time of about 
a little less than seven hundred million. At the 
present time its capital is 105, 0JJ, OOO, or it 
has improved its sound capital forty-five million 
since •JJ , 

olhat company is that, llarr1ner? 
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~nat's the Bank of Am Arica , woich ls the principal r ae 
in this picture. It has increased its sound capital 
structure by $45,000,000 during that period of time. 
ItR r eal estate loans have been reduced from 314 
1n1ll1on to 283 . . 

Fro111 3 .... 

From 314 to 282, while its deposits h8ve increased 
from 700 million to a billion 200 million. I ts 
deposits have increased 50J million. Its real 
est&te and its real estate loans have decreased. 
Its holdings in Government bonds ~> nd cash and other 
mtrketable securities bas increased from 317 million 
to 792 million. · 

llo;r, its capital ratio, in spite of the big increase 
in deposi ts, bas increased froca 8.6 to 8 . 7 percent. 
I caerely - I can give you the same picture on the 
1-irst National of Oregon and the First national of 
Heno, the Nevada bank. I caerely refer to these banks 
becl use the t seems to be where the danger of liability 
is, a nd I want t o show the greot improvement 11ithin 
those banks that has taken place from '33 to the 
present t i me . 

I Now, I'm not defending the actions of Trans-America , 
and if there had been any wcy that the Board had 
power to stop it, certainly we would have stopped 
Lne gro.-tth . We have no po.ver Rhatever to dea l .. ith 
t he problem incumbent in Trsns-A~erica. They didn't -
nnrly a year ago r talked over the telephone t;o the 
Cnairman of tne Federal Reserve Ba~ of San Francisco, 
told aim to get hold of ~r . Gi annini - ne was a friend 
of his, bed some influence with him, end felt he could 
talk to him - to get nold of llr. Giannini and tell aim 
t oa t we would be compelled to ask for legislation to , 
deal with that situati on unless he stopped buying 
banks in other states. Nothing •,ve could do with his 
expansion of branches within the state where the banks 
were oNOed . That was o question of, - as I say, within 
the control of the banking nuthorities. / 

Now, that particular situati on, which is the one 
apparently that bas given rise to all of this 
difficulty, - by requiring that the holding company 
dispose of its stock in t hese banks it doesn' t seem 
to me - it doesn't in any way get away from the 
liability of the F. D.I.C. in those banks at ell. 
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It means that tnose banks will ha ve stockholders 
of some tning over two hundred thousand - the bank 
in Portland and the bunk in Nevadu hnd the bank 
in Ca l ifornia . I t means that the stockholders of 
Trnns-hmerice will be the stockholders of t hose 
respective banks - two tlundred thousand of them. 
I ' m wondering if you•ve got a better way of getting 
a t tha t management . Ur . Giannini will control and 
will operate Jus t a s fully vnd just ss completely 
t nose banks, if you d issolve Trans-America, as he 
does today . He will ao it through pror.ies . He 
uoesn't own stock in them; he never did; ~nd he 
aoesn't in Tr ans-Ameri ca . He ' s got two hundred 
tnousblld stocmolders . He ,fill .to it becbuse 
enough of those stoc~holders believe in him and 
tney .1111 support nim, they will send hie his 
,,roxies . And he i s the one person today ths t is 
~erfectly willing to have -he's for, in other words, 
your vroposea legisluti on because ne o~~ill control 
~is t hing so f a r us he i s concerned in Just exactlY 
tne sLme manner. Now • •• 

•I ell , I 1m glad to hear he 1 s for it. 

•'l h~ t is i t? 

I ' m gl ad to hear he ' s for it . 

He is . He ' s for i t. 

Oood . 

Becsuse it doesn't in any way chnnse - isn ' t in aoy 
way going to cnange hi s contro l in the situation. 

:Jay I ask you a ~,ucstlon right c t tht t stage? 

Yes . 

Becuuse you ' re t a lking so much nbout Giannini end 
the Bank of Amer i ca . If the President should deci de 
to send this message up on bank holding compEnies, 
would you be a t all worried about the eff.ec t it would 
hnve on Bank of America? 

VI ell, I don t t - I don ' t .tOOl~ . It depends on what 
propaganda might be started . or course, I ' d be 
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somewhat worried about the effect 1t has Ut'OD 
the entire situationL the entire bank holding 
company situation. There ia no question that 
there are a lot of depositors in banks who are 
ignorant and there would without question be some 
substantial flurries or losses or deposits, 
especially as competitors would undertake to 
get business and spread propaganda, which is 
usually what h&ppens; and t here would be a 
tendency to certainly curtail credit ic all these 
areas over this period. You' ll see a drastic 
deflationary effect, in ~ opinion, of action ot 
tnis sort. It certainly will stop the process ot 
credit until this wbole thing - until dissolution 
is carried out and the thing settled. 

Do you mind if I interrupt you long enougll t o ask 
Crowley that same question? 

I think it may have some effect on bank stocks, and 
tnrough some misunderstanding it might cause some 
withdrawals; but as a whole wno mms the banks 
doesn't affect the position of the banks. I mean 
by that, whether I own the capital or you own the 
capital . Onless, as Marriner says, indirectly they 
mi5ht start some fear or something of that character, 
but I - it wouldn't affect the financial position 
of the bank. Isn't that true, Marriner? 

No, it doesn't affect the co pi tal structure . llo, 
of course it doesn•t. What I was thinking was the -
·•e ' d .mow the effect of an attempt to sell a lot 
or bank stocks. 

I don't think you could do that. I think it would 
affect your market . But, liar riner, let me as.k you 
a question, please, while you're there. In the 
first place, let me say that all tbis discussion 
of Bank of America , or Trans-America, &3 far as I'm 
concerned, comes trom ~y own office. I, as I said 
before, have been disturbed all the time about the 
expansion of this group. I agree with Jesse and I 
agree with Marriner about what the fellows accom­
plish, generally speaking - protection of the 
depositors and the improYement they had made 1n 
their banks . 

But Marriner aade one •tstement that I w&llt to 
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Be says that there's been a misuse 
position of t hese banks in the Bank 
the branches . Now, our position, 
this .• • • 

I didn't say misuse . 

• 

Apparently you and I don ' t agree on the condition 
of the Bank of America . 

I don't ~oR . It isn't me . 
report of t he Comptroller ' s 
Reserve uses his reports on 

I'm takinG the last 
office. The Feder a l 
t he national banks. 

Marriner, whet I'm getting a t - this capital r atio 
is low, isn't it? . Tha t we must admit. · 

The capital r atio is a.?; it was 8 . 6 in 1JJ , 

That ' s very low. 

~es , but the cosh and securiti es have increased from 
JOO million to nearly 80J million. 

~es , but nevertheless, the capital r atio is lower 
than we ' d like to see in any bank . 

~es, I ~·ould say that . 

The amount of investment he has of his capital 1n 
real estate Dnd such items as furniture and fixtures 
far exceeds his capital , doesn't it? 

No. 

Yes . 

llo , he has banking house , 46 million, a nd he has 
other real estate, 8 mill i on . 

Oh no, he's got real est ate here of l 2J million. 

Not in the bank. 

I think you check tha t and you'll find - you 
understand that we •re throwing back this phony 
stuff where he t akes u note from California Land 
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and takes out some real estate and just takes back 
the note from California Land, which is not hing 
more than potential r eel estate - just window 
dress ing. When you add all thst up, ~ou get a 
total of 12J million Jollars of other real estate; 
tha t is, according to the last examinati on. 

You ' re taking loans of affiliates? 

Yes, sir . Here ' s what he does, Warriner . 

But those loans of affiliates, which were pretty 
heavy in •JJ, have been cut down nearly two- thirds. 
Be 's pai d a grea t deal upon those loans, and, checking 
into the value of the security back of those loans, 
it has tremendously improved . I'm not saying that a 
loan situation of that sort is satisfactory, but what 
I am saying is tha t the condition is so much bet t er 
now and has continued t o improve every year since 'J); 
tha t we might have go t excited about i t in ' JJ or ' J4 
or 1 35 • •• 

Well , we wer e excited about it in I J) . 

Yes. 

Yarriner, ~nat I am getting at - I want to put you 
straight on the Federal Deposit Insurance; that the 
Federal Deposit I nsurance is interested - we think 
he ' s been expanding , we tnink he 's got a problem 
there that only can be cleaned up by dacn good 
supervision and damn good management and the reduc­
tion of d1 vidends e nd things like that, to place his 
bank 1n a stronger position. That' s wha t we want to 
bring about. Do you get m:t point? 

Well, you and I don't disagree . I f we had the power 
of the Reserve System t o stop expansion, we' d have 
stopped it long ago, and, as I say, we have done 
everything t ha t we could within the power that was 
g iven us to deal with the problem . 

I don' t think that tho croup sitting around t he room 
this morning i s responsible for the branches that 
Giannini has. That' s a problem tha t existed before 
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any of us came t o Wasbi111ton. 

Yes, most of them. I merely wante~ to bring up 
this •• • • 

Do you minP i (ni Just - because I have something 
very definit~mioo. If you ~on• t mind, I rtant t o 
ask 0 1 Connor the same question. I mean I am very 
serious i.n this QUestion. Do you feel that if the 
Presi~ent shoul~ send this message up on ba.nk hold­
in& comp&nies you' d be worried nbout the effect on 
tne depositors or on the Brunk of America? 

No, I don't t h ink it would affect the Bank or 
hmerica nearly as much as it would all of the 
Northwest bank holding campanies up in the 
Northwest ter ritory. Beccuse it i s entirely 
different to have a bank with a number of branches 
like the Bank of America has - branches of a plain 
bank; fo r instance, in Chicago you•ve got the 
Continental Bank tna t has pract i cally the same 
deposits as you have in the Bank of America. It's 
the same problem, only in Chicago you've got localized 
your loans and you ' ve got l ocalized in a certain 
territory . The Bank of Amerioa operates, as Mr. 
Crowley has said , over 400 br~nches . It distributes 
and gets its l oans from 400 different units spread 
over toe Coast. While in Chicago you' ve got a bank 
of the same size lo~ally and the loans are more 
l ocali zed t han they are in the Bank of Ameri ca • . 
I he l oans of Continent al are national. They loan 
all over the Unite~ States . 

Then the second thilll 1S this. I n the Northwes t -
and I t hink it i s true - you•ve got a group up t here 
of a holding company tha t owns unit banks; that is 
Quite d ifferent than branch banks, b ecause there 
you've got to ~ispose of every one of the unit s . 
Isn' t that correct, Governor? 

That • s right . 

And that's where your greatest problem is. I t isn' t 
going to affect the Coast &nywhere like the Northwest . 

Now I' d like to ask Mr. J ones, are you a stockholder 
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of Bank of America? 

llo , sir . 

r mean the R. F. C. , of course. 

No, sir. 

You don• t own aey of that? 

No, never did . They came to us tor loans - 67 or 68 
million dollars. But no stock. 

Well, do they owe you money new? 

No. 

What? 

Jlo . 

They don't. Do you feel if the President sends this 
message up tha t this is something to worry about as 
to a run on the Bank of America? 

Nothing t o worry about as to o run on any bank -
no more danger of it, as I can see, than of this 
building falling down no•11. I think not the slightest. 

I don ' t ag ree with you, Jetty; I don ' t think it's -
o f course you've got to get rio of these Nhole banks. 
No«, Giannini's got 460 branches, I think, something 
like tru.t . 

You don•t have to disturb any of those. That's the 
point I'm making . You don ' t have to disturb any of 
his branches 1n carrying out this program . But in 
the North:test you've got to dispose of all •••• 

I kno.v, but I think those fellows e re resourceful 
enough and their condition is good enough and the 
banks are good, and they 're all liquid. They 're 
oll liquid . So I can ' t see the slichtest danger to 
any situation in the United States. 

~h, I don't think ther e is a danger of a run. I 
don't • •• 
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Well, go ahead, Uarriner . I wanted to clear that 
up; because some of my people differ. and tbey 
t~ink that- th~ 1 ve been cautioning me ~bout it 
because they felt 1t might oause a run. 

1/ell, I think - as I say, I think the principal 
thing - it would create a generally disturbed 
agitation for us all during - f or some time, and 
if tbe question of a liquidation on thin n period 
or time is on, there would be during that period 
or t ime, so far os all these groups are concerned, 
likely h deflationary program. Certainly a holding 
company oMO!ng the s tock of a banA, knowing tha t 
it can't sell that stock, because it couldn't possibly 
sell stock 1n banks - we know that the matter of 
getting bank capital i s Jus t out of the question; 
you can't get capital to go into individual banks-
so that the ability of a holding company to sell the 
s tock of t hese banks is going t o be pretty remote. 
Now, the only way they can liquidate the bnnks, then, 
will either be to collect the loans, sell offthe 
investments; where they are in good shape and pretty 
liquid, that would be possibly tho thing to do. 

Oh, they won ' t do that. 

Well, I'm not - don ' t know why they wouldn't. If 
they can• t sell tbe stock, whnt else can they ao? 

but they can. 

Where? 

Sell it locally. 

No, tbey can't sell it. You take the book value of 
the stock of these companies a nd the market value 
today; the liquidating book vclue is nearly t wice the 
market value in mos t of these companies . The last 
r eport I saw, Northwest Bank •.•• 

l'lait a minute. \'/hat do you •••• 

The li4Uidating value of the bonks, see; if the banks 
were liquidated and the holding compa~ got the money 
from the liquidation, see? It was worth $17 a share 
Northwest- and today•s murkot i s tS. I mean l oa 
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Just giving you ••••• 

Wha t ' s the l14uidating? 

$17. I t 1 s over t1~ice . I n other words, they could 
collect all their loans in these banks and liquidate 
the holding company through t hat process and get for 
more out of it than they could possibly by selling 
these stocks . 

!low, tbere' s another wa1 t o liQuidate . The other way 
to li-.uidate, of course, is to p~y out to the 
s tockholders of the holoing company, •hich in the 
llorth"est case is 17,0JO stockholders ..-ho would o1m 
70- some- odd banks; in the Pirs t Bank Shares Corpora­
tion, ~O,OOJ stockholders woulo own 9J-some-odd b&nks. 
!low, it seems to me tbot if that isn' t absentee owner­
ship and no manage!llent, I don ' t know :~hat is; th&t 
you 've got e situation there where one little bank 
in Dakota or in Montana or Minnesota has go t 20, 000 
stockholders, and it wo uld certainly be the e~uivolent 
or u fractional share tn the cose or a good many or 
them. 

Well , Governor, that ' s exactly my point as to a 
distinction between the two systems . That ' s t he 
sore point and the danger . 

That 's a real one. 

I tnt~ t&at the holding company principle in b&nking 
is bad, see. I don't think the alt~rnative to the 
holding company principle i s branch b~nking . But 
until you can get branch ben.ting so that you cm carry 
out a conversion here , it seems to me t hat you ' re only 
going to Jump from the frying pen into the fire; that 
what you ' d better do •••• 

.. ell, t he greates t menace you 've got is in branch 
banking now - the one you ' r e tulking about. 

Bank of Amer ica . Yes , but he cnn control Bank of 
..... merica .. .. 

l.larriner, ·~ouldn' t you rench whot we ' re t rying to 
reach, wouldn't we accomplish wlwt Ne want to 

. 
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accomplish - what we want to do is to clean up 
wtwt we consider, 'Ne might say, generally speakill&, 
un unhealthy situation. Kow, by doing that, don•t 
you - by startilli out - first, atop any future 
expansion; you eliminate any more holding companies 
or eny more expansion. By givil~ them two or three 
years to clean up the indebtedness of t heir affiliates 
to their banks, you eliminate that. By the elimination 
of - over a period of years or their collateral loans 
on the stock of their holding company in their member 
ba~s, you eliminate tha t abuse. And gradually you' re 
putting your banks in a very very strong position, 
bec&use you'.re eliminating ah those so-called inter­
locking loans and discounts. 

Now, if over a period or three years you have brought 
that thing all about in most of t he groups, it is 
only a nominal problem that - then if they have 
accomplished everything that you want by r egu!Gtion, 
if the question comes whether you 1vant to kill them 
after you ' ve got them all dressed for execution -
now, that's the question as I see it. But I don't 
think there is any disagreement with any of us that 
we don't want a further development of this thilli• 
Isn't that correct, Marriner? 

Nell, I•ve been against Eny further development of 
tne thing ever since the Boaro got regulations in 
there, and there bas been practically no development 
except in the one instance • 

.. ell, you see, there's several ways that it develops . 
Let me give you a concrete illustration. The Bank 
of hmerica petitioned f or a branch in Del ~onte, 
~alifornie, and we made a caretul investigation of 
it and decided that there was no room there for 
another branch, tha t they hl d two good banks t here -
I think both state and n~tional. So we denied them. 
1hen immediately Mr. Giannini •••• 

Not the Hank. 

He immediately then petiti oned the - made an applica­
tion to the Federal Deposit for t branch of a state 
bank in the same place. So I was over there and put 
the facts before the Board, and the Boar d agreed with 
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me ~d ~e oenieo that . And th~n he went in and 
bought the bank . 

'••'ell now, he .... 

This won ' t stop that. The 11~u1dat1on of Trans­
America won•t stop that Dt all . 

He ' s got a non-member stote bank thLt he just 
bought and he 'Nants some branches , ami the progr am 
is t o set up 25 branches . J1o 1. , you just can' t let 
th~t fellow ~eep on doing tha t ~ind of thing 
~srriner . ' 

••ell , you csn r efuse to insure ttlec . 

Suru, and I thinK we snoulu refuse t o give tnem any 
cor e brunches rega rdless of 1here in hell his loca­
tions Ere, because he's got to ••.• . 

1na t ' s up to you and th& Comptroller 's office. 

I ju~t want to ask ilr . Jones something privately 
before I do it publicly . I uon•t think I can 
embarress him, but I j ust want b minute . 

(Secretary and Jones confer uside; O' Connor 
leeves for l>ppointment 'l ith Presi dent) 

nht. t I \';'ll nt to uo [ t this time, before ·"e go Eny 
furtner , is t his . ..s Secntar y of the Treasury, I 
em going to usk tne Ch•i rm6n of t he rl . F . C. to t6ke 
~ looo<: r t the BllM of Acericr. to s ee •..-nether they 
have sufficient capital, fnd I 1 m going to ~sk him 
to uo it just t.s ;>romptly f:s possible. 

1.11 rignt, if we can have your (Digt;s) re;>ort and 
your (Cro.vley) report, wby, we 'll uig r1gnt into it 
Lnd I'll g i ve you an ans'ller in o very f~ days . 
~e 've got some generol informB t1on, but I don ' t 
think we 've nr.a ttle benefit of the Comptroller ' s 
r eport . / 

There ' s been no occasion for you to 11Sk f or it. 

,/ell, someti mes we osk !'or them ll nd don ' t get t hem 
because we haven ' t got stock in thee. But we ought 
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to have access to them for many reasons, like tbia 
thing here, see? There might be some relative 
reasons, some collateral r eason. We never ask tor 
them unless we think we ousht to know. 

Have you esked tor this? 

Not this one. I don't know Whether we have. I guess 
.ve have too. Never be~n furnished it. So I' 11 be 
very glad if you can give me your report and your 
report and we'll give you 6 fairly Q.uick answer on 
it. 

Mr. Secretary, may I ask a question? 

Please. 

Everything that is sale here, of course, is Just in 
the r oom, isn't it? 

Triple confidential, because we 're talking about a 
billion dollar bank, and anything that's said in 
here is triple confidential . I mean I have never 
yet had any - no one has ever repeated anything 
that's taken place in tbe office here yet. 

Trans-America has been engaging in a program of 
redistribution of its stock, and we moved in.on 
that situation last summer or spring and stopped 
it on the ground tbht we felt thLt there might 
be some possible violation of the Securities Act, 
and we felt that we got the same effective result 
as we would have obtained hod we •oved into a court 
and got an injunction. 

Our San Francisco man bas just flown in n-om San 
Francisco -got here yesterday - end the Trans­
America problem i s back on our desk, with possible 
violations of the Securities Act in the sale of 
securities: roughly, situations where Trans-America 
is loaning money to its officers, directors, friends, 
eggregating huge sums, and they are purchasing stock 
either from Trans-America or elsewhere, usually 
bailing Trans...Jimerica out and tben engaging in 
operations r edistributing that stock and thus 
11qu1dat1D& tbat loen. Jow, the decisi on that uy 
be up befor e WI lD a fa• days 1a ttle queat1on of 
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~oat • e should do cbout lt . Assuming - I can• t 
say that toore has been a violation of law· our 
staff is working on that - assuming there has been 
woul d i t be, from the banking situation, a denaero~s 
a•o ve for us to go into court to set an injunction 
slapped on Trans-America or its officers or i ts affiliates? 

Well, I ' ll &nswer it this way. Pending wlltit llr. 
Jones finds, - I don• t think n day or t.> would 
make any diff erence with you, and a day or t wo 
might make all the difference in the world with 
llr. Jones. • 

Can I have the benefit of your study on this thing too? 

And I think you ought t o give llr. Jones whatever you have. 

(llods yes) 

J.nd whe t I would say i s tha t just as soon as Mr. 
Jones i s reedy, Rnd novt that h& 1 s heard what you •ve 
go t to sey - the more I go into it, the core serious 
it looks - but t he minute th3t he ' s ready , I'll call 
ano ther meeting like this . And , !ortUObtely, we can 
call it a bank hol ding ceeting and not have lt look 
.as toough we were s tudying Trnns-klerice or Bank or 
Amer lea . But I •o uld say to llr . Jones - I 111ean he ' s 
o f ast t:orker o.nd Sundsys don't menn anything to him 
•nen he has to work, so that tho minute he ' s got 
something and i s ready t o r eport back to these 
agencies, who are charged with the r esponsibility -
'nd fortunately we•ve got e verybody in the room who 's 
got anything t o do wi tn it; there isn ' t a nybody in 
tne Government wno isn•t in t he room now, and the 
minute you•ve got sometntng •••• 

1 111 give you £ rirg. 

~ou 1 ll give me a ring • nd we 1 l l have another meeting . 
But I think it ' s all the more impor t ant tn&t we take 
a look a t the Bank of America f nd see that they have 
ample cap! tal. l'her e seems to be tr.o opinlons a a to 
their statement, and that ' s wha t bothers 111e - the 
fact t bL t the F. O.I.C. thinks one thing and the 
Comptroller's office tb.lnlta another • .l.nd Itbink the 
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.,uicker we get to the bottom of i t , the better. 
And, of course, 'Ne don ' t 'Nant to start any whispers 
or anything, but ! would say 1 ~r . Dougl as , th! t one 
or t ol'o days to you wouldn't make an avrful lot of 
d iffer ence . 
~ 
No , that ' s all right . Ur . Gionnini has 3n appointmen t 
'Ni th me in the morning a t half past nine . 

.,., t me bring you in D re port on every one of them . ./ 

~very one of ~net? 

These hol ding tnings . 

That ' s w~t you're su~posed to do today • 

I've got - here it is toda>. I've got t he figures 
right here . 

You mean the ba nks in the hold ing companie s , don ' t 
you, Jesse? 

llht. t I mean to do noN i s from L standpoint t hat 
::e hnven1 t her etofor e consider ed it - !'rom the 
s t andpoi nt of danger. Noll tnen , wbot I aJll proposing 
t o do i s go through these •..• 

And see whether the b&nks wh ich ore controlled by { 
t he holding compa nies - whether they ull have 
sufficient ca pit&l . 

• ha t you mean, Jesse, i s the cona ition of the 
b&nks . 

~nd wh&t the problem would be . 

I t .U.nk that ' s a good thing . You' ll find , I t.m sure, 
t ha t based upon c t l eas.t infor ma t ion we have, outside 
o f this Trans-America thing t he r est of the picture 
is pr e tty gooa . 

Nell , I don't think the t the Sa nk of America is in 
~ u~ngerous pos ~tion . 

' 
!lot the Bank 1 tself . It 1 s the practices . 
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'Nell , if he goes over in Nova Scotia and buys a 
bank, and goes over into Guatemala ••• 

What the trouble is, 1s the trouble tha t Bill 
.Dougl as r a ises here; 1t •s this inter-bank- I mean 
this hold i ng company operation. Now, this is what 
they did; in order to get out from under the control 
of t he Board, t hey li~uidated their stock down to 
48 percent 1n the Bank of America. They had to get 
a voting permit to vote t he stock if i t was over 50, 
so they pai d out the stock of Bank of America to their 
stockholders of Trans-America down to 48, so that t hey 
get - 'Rith tlla t two percent, they slip out from under 
the regulation. Now, that stock of Bank or Ameri ca 
that was distributed to their two hundred £nd some 
odd thousand stockholders, immedia t ely became a drug 
on the market, end it was becoming terribly depressed, 
the stock of the Bank, und as u r esult of that, as I 
understand it, they stepped in and carried out o market 
operation to llelp support this stock wllicll Trans­
America llad liquidated to their stockholders. 

Jus t one other thing I went to say, tllen I 'm through 
on this . 

) 

May I just before - I just want to say this, so that I 
there is no questi on about any of these other agenc i es 
I ' d like to amend my request of you (Jones) that you 
look o.ver the banks - ell the holding companies, and 
as soon a s you have satisfied yourself, that you 
report back to this group. 

I understand tbatjl' 

I .ms going to say that when you talk about the 
1i~u1dation or llolding coll.p£n1es, if i t 's going to 
be done w~ ought to make a complete job of it, and 
that to my mind thi s l i s t of what we call holding 
companies here doesn ' t commence to cover all or t he 
banks tha t a r e ONned by corporations; so that what 
you 've got to do is to define e bank holding company. 

Xou' r e getting into details now . Let ' s reach our 
problem and then ge t into tho deteils. 

But this is a thing - it seems t o me before you can 
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approf ch the problem you've got to think or how 
fur it goes, a nd any company owning the stock ot 
more than one bank - isn•t that where you've got 
to go? 

Well - but you•re tryina t o Hrite a bill now. 

\Ve •re not ready to write a bill. 

But when you s tart to deal with the holding company 
proble~ , you've got to •••• 

ile•ve all tnought about t hat. llost of us have 
t hought about t hat . 

;{ell, how aany companies own bank s tock? I mean 
t hat ' s what •••• 

I take it llr . Jones has a list of so-call ed bank 
hol J ing companies . If he hcsn•t , we cLn get him 
one. 

No, ther e isn't any list of that kind . 

I got & list . 

We• r e not ready to •••• 

Li sten, a ny cor porati on that' s got stock in more 
tnan one bank is - you 've got to say is a bank 
holding company. 

All right , we• ll put nia1 on. That ' s all right. 
Thet ' s easy. When you write your bill we ' ll do 
that. Re 1 1 1 let you Nrite it. 

I d¢n't ~ant to Nrite it. 

(Gas t on comes in) 

The press .mo<~ ;.e•re here . That ' s why I a sked Mr. 
G~ston to step in. As f a r vs I'm concerned, I ' m 
no t going to s ay ~nything. As f ar a s Gaston - if 
it ' s agreeable t o you, simply say tha t we're making 
progress. 

Yes. 
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That ' s all you ca n s ay • 

'.'/hat? 

'.l.'hat ' s all you can say. 

'.lwt "e' re r.>aklng progress, huh? ,/ell, ~erbert, 
~s f t r ts I•m concerned, tho t•s all . 

~ight I stralehten up somethlns here , J esse, before 
·:£go u l\)' further on this thing . I cton•t sf.y tnut 
BanK of Ana;rict. is insolvent, you understand . 

I .<no.v YO.l uon 1 t. 

~>no tl! 1 s~y i s tllG.t Bcnk of /.mt:tri c• ho.s too l ow 
' c•pitr l r a tio , n~s too l brge 6 percentage of its 
cL~lt6l tl~d U) ln brick End ~ct£r, furni ture 'nd 
fl>.tur~c.s , 1.nd other re;,l est&te . 

nna in frozen stuff . 

~>no t hey 1 re ex;" nded t oo g r eatly . 

I ' d llrl:e to mu ke t his obser vl! tlon before :1e close: 
tn• t if we • rtt e ver going to uo ~nything on tuut 
nol di ng coo,.t ni£s , l e t • s do it w.oUe I can come 
over tn..t .;et r re4~est from you (Seere t cry} for 
.refErred s t oc"; t!ltlt no" is the tioe to cio it 
insteta of ~utting it off. 

I 6~:ree with you . T:umk you very ouch. 
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TREASURY DEPARTMENT 

COMPTROLLER OF THE CURRENCY 

WASHINGTON 

1ui&J')' 28th, 19311. 

111 doer llr . secretary, 

In rtew ot tho tact that I .,. lentng l.!onda:y evening 
and will not have a Chanco to participate in fUrther oontorencoo, I 
tbo~~&ht I obould gl.,. :rou a tow retloctiono I bon bad u a r esult ot 
tho contoronoe thio aorning. 

let . I •• 4\llltoundocl at t ho ototoliOnt or Chairllllm 
t-o Crowley with retoranco t o tb.e Bo.Dk or Allorica. a. bao never 1nd1oot o4 
to:. 41roctl:r or 1D41roctl:r &Q1 41asatlatactlon or orlt lolaa Witb. r a­
foronco to tho Bo.Dk of Allorica , 'l'bo tirot lntbrution I had tb.ot bo wae 
critical or tb.e e1 tuation wao 1D his atatoaonte t bio aoming, 11r. crowlo:r 
boo nnor dlsouaoed or preoont ocl tho •ttor to t ho Bo&rd or Diractoro o r 
the Federal Deposit Inouro.J~oo CoJ'poration. 

2nd. UDder the law It 1a tho dut:r o f tho Federal 
Dopoolt ln&Ul'SIIOO Corporation t o servo notice oA 1J17 lneurocl bo.nlt who 
ongoseo In unoound or unoato practices. It llr. crowlo:r •e otat•onto wore 
correct he should ba~o preaontod tho racto to tho r . D.I.O.Board and a 
notloo should b.o.,. been aont to the Buk or AMrioa. -../ 

3.rd. I w o oven .,.,. wrprlaod wbon Dr. ViDor otated 
lao heel a report ghon to bla b:r ObairlllaD Lao crowla:r on tbia •tter, .U 
:rou porb.opo mow, thaoo reporto oro contidootial il>toratlon and it •• a 
sroot aurpriao to know that llr. crowlo:r would dlnlso IJ>tomatlon or tblo 
kind to an:r IDdhidual Without tho authortt:r of tho Bo&rd of Director o. We 
~ogard tb.ia as a dangorouo precedent and ~lolatlon or t be law. 

4th . A:A:r poroon doslsnated b:y :you bao full access to 
all or t ho rooorde ot thlo ottloe at any tl.mo alii • • are rather aurprieed 
that Dr. VIner should not b.on oooured ouch a.n authorization trOll you to 
got such lntoraatlon troa this otrlco It be oared to aako a study ot an:r 
bo.nlt. 

~tb. Cba1r8an crowl e:r ' e eorlouo error -• l...,ecUatel:r 
eorroeted b;r CbeirlllaD !fool... 'l'bl.a -tter eanno~ be handled without ~be 
110ot careful oonelcloratloll, and or course Dr. VIDor could ... ll:r be led 
Into error b:y Crowlo:r, booauoo Dr. Viner do .. 110t bol4 biaoolt out aa • 
bo.nlt eXport, Nor dooo be oloia to be an eXport eDIIinor. Be bu fino Jlid«­
Mnt when tho :r.oto ore preoanted ~o bla, 

6tb. I bova alJra:ro - ot Obai.I'IIU OIOW'lo:r'• hoo\l.ll.t:r 
\o tbo liatl.ollal Buklng a:r•t•, u nl.deaoed b:y tbe etron 0 11 tbe part ot 
ble rapreaentoUno, wbanner •rcer• or buli:o In -ualUeo oro inool1'e4, 
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to u tabU oh a etate banlc ratbor tlwl a ut1o""l banlc. 

7th. It OOCIIU to U that .... litTer CloY1r1111111t 11011ey gOes into 
urgoro, which 1nnatunte auet be apprond by t he Secretary or tbe 
Treaoury, that we abould al<e &II ettort t o ben tbe belli< Dat1oDel1zod 
end brillg 1t under t ho control or the Treaeury, 

8th. D1ooolut1on of holding 0011pen1u will hen a 110re pronounced 
1r roct on the boldtng companies 1n tbe northwest - 111nneoota , North Dakota, 
Sout h Dakota, 1/ontana, and other nortbwsstern stat .. - tor tho reason thot 
tho bank• t here are unit b&lll<a, and 1t the atocl< ot these banu 1a d18tri­
buted you will he'fe a bank in same 1net ance o with $20 ,000 of capital etoclc 
dlotr1butoc1 8110118 twenty to thirty thoueand aharebolc1ars . Thie incon'flnionco 
will not bo sutrored by &117 b&lll< which baa bre.noboe. 

9t b. I pointed out t bi a aorntna an illuotratton or c1en1al by 
tb1o office ot an a pplication of t be Bank ot Aaeri ca to ootabliob a branch 
at 11 ~nu, C&llfor nia. SUbaoquenUy tbe Bonk o f Aloorica - d• appUcou on 
ror ono ot I ta etato banks at t ho -• point, to which I objeotec1 before 
the Federal Depos it Insurance COrporation, a nd t bo application wee dented. 
Tranl&llltrice then purcho.eed one of the go1n;~ banlce i n that city. 

l Oth . For eeieral months tbere ho e boon on ~ dook application• 
ror addit ional branches in Ne'fada anc1 tor ae'feral weeks in Oregon, of banko 
controlled by Traneamerica, ~d these branches have been declined booaueo 
t ho ratio was not aceordln;! t o the etondard f ixed by thle office. Otherwise, 
those banke are in excellent oondltion, 

11th. Tble office ha s made aome oritioiem of the Bonk or Ameriee, 
oince 1t 1a t he duty of the ottice to eell tho attention of the management 
to unte•oreble loans in any honk. We ha'fo criticized t ha Bank ot America 
t'or an exceae ot real estate owned, an4 al. eo w ooneider loans .to attil 1atea 
bealc1 on rea l eatata eubjoct t o critic iaa. Tbose oriticias are oonteino4 
In the report which ltr. Crowley secured troa thia ott1co. 

12th, Cbeirllan .Bccloa pointed out rathu briefly this 110ri11Dg tbe 
oatenlabln;~ roco'flry !llal!o by tbo Bank ot t..or ica troll 19!\S to 1957. Hereto­
tore we hno turn.1ahtd you with a 118110randllll on this subj ect . Two or thr .. 
facta nand out rather pointec1ly -

(a) The sound capital atructure baa boon increased t42, 395, 000, 

(b) Caa.b 61ld CO'fornii8Dh are aow at t 512,000,000. 

(c) Thi s back ne'fer oold any Jll'etorre4 atoclc to tho CO'fernnoont, 
In 1932 it owed the Rtoonotruot 1oD rtnance Corporation, the 
Federal Reoeno and onrreapondenU tl38,182,000. Tb1o in­
debtodneaa had been ooaplately liquidated by J\ula , 19!\S, 

(d) Deposito ha'f8 increasec1 troa $713 ,366 ,000 to $1,369,-
700 ,000. 
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(a) Tllio 'ballll: baa more J'ederel lloualag loano than all or 
tho other 'ballll:o In Callrornia caabload , ooaethiag Hlce 
$!15, 000,000. 

13th. ur. crawley's arroneoua orltlololll or tho bank 1.n no wey roaohad 
tho point or tbo dlocuoolon at tho oonterenoe, While tho dlocusolon waa entirely 
outs!do or tho purpose or tho contoronoo, yot I teel these obaorvatlooo oro 

pertinent . 

14th. Att1llate and holdlag OOIIIJ)811Y loano should be ""tchod wt th care 
and a poliO)' ohollld bo adopted looking towa.rd the ont1re ol1m1natlon or all 10.1oh 

loMio 

15th. Chairman Douglas' otateJMnt tbot thoro no oomo OTidonco or 
...,lpulot lon or otock In Tranaamerlca 1o a •tter to bo condtl0ll1od It It oxtoto, 
but t!at lo o aattor ant1roly under tho Jurladlctlon or tho Securities and 
£1:c!'.ange Conaiaalon. 

16th. Chalzsan Eccles stated tbU be bed dlocuaoad w1 th tho Ch&l.man 
or the Fadoral Reoor"f8 Bank In San Franolooo the Tran...,.orlca policy or onen­
llon and lnotrllAltad hilll to achise l!r. Giannini that 1t thla enonalon ccntlnuad 
In the nortb .. eet , he .. ould ba CCIIIpalled to aok t or leslolatlon, Tills Is the 
rtra\ Information this ottice has bod ot thia position on the part or the Fodoral 
Reaene Board . 

l?tb , \~e have an a ppointment wl. th Ill'. Giannini tor tomorrow to dlocuoo 
ao=e crltlolomo wo havo or the 'ballll:. Ohalman Douslao stated that ho also had 
on appointment with Ill'. Giannini tor 9 , 30 tomorrow 1110rnlag. It wo~d soo10 hlfl)lly 
Important that llr . crowley d18Cua8 whatOYor ho boo In mind with Mr. Giannini 
tomorrow alao. 

18tb. I ha'fO otated on n11111orouo ooouiono that I am aboolutely oppooad 
to bolcll ng coapanloa or bank atocks which ten4o to go to the onent ot controll1ag 
tho hankins eyetea or the nation. ~· cannot parait tha bonklq; structure or tbo 
nation to nor pt 1nto the control or ono or two sroupo ot aon throlll!l> holding 
coa~leo. 

I belle .. tho contorenco •• or definite 'lalue 1n bringing out the 
polnto onw.oratod In tbio lottor. 

Ron . Henry Worgenthau, I'r., 
::ecratary ot tbe Treaaur7, 
'l'roaour,. Bulldillll , \1aohiagton, D. O. 

Cordially yours 
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M E U 0 R A ~ D U U 

January 29, 19)8. 
11 :0() a . m. 

Re: P. D. I . C. repor t on Trans-America 

Mr . O'Connor called on me and said tha t 
tlr . Gia nnini was in town and didn ' t Ithiru: tha t 
Mr . Crowley should g et in t ouch Hith Wr. 
Giannini and inform him of the report which he 
n&s &bout nis bunk . I said thllt I wouldn't 
h~ndle it that w&y bec&use, in toe first pl ace, 
~s Secr etary of toe Tre&sury I had yes t erday 
le&rneo for toe first t ime that lolr. Croo'ley did 
have sucn a report on the Bank of nmerioa, end 
toal: I did wba t I believed to be J21Y legal and 
cor al r esponsibility in ~sking ~r . Jones 
i~ediately to get all t oe information bVailable 
~nd make an examination of a ll banks in bank 
nolding com;a.nies; t hu t Ur . Crowley in no way 
•as r esponsible t o me; ho:1ever, that r.!r . 0 1 Connor 
.vos a member of Mr. Crowley 1 s board, s nd I suggested 
to ~r - QIGonnor t ha t he ~sk ll r. Crowley to call a 
meeting of the Boar d of F. D. I . C. a nd at that time 
lJr. 0 1 Connor should ask t hat wha t ever i nforms tion 
.lr . Cr owley had about tno eank of l.merica shoul d 
be brought for mally boror o the Boar d, and that 
then the Board should t ake whatever action is 
deemed necessa ry . 

Ur . o •~onnor ~greed •ith me t na t this 
... s absolutely tne right way to handle tne 
s ituation. 

11.ll . J r. 
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~....,..,..,, .. .,.a cr-

TREASURY DEPARTMENT 

COMPTROLLER Of THE CURRENCY 

WASHINQ'IQN 

laJ1D017 29, 1938 

Mr • .A. p, Gjannjni hae Juat left II)' office. Prior 
to bie calling 1n to ••• •• llr. Folger diecueaecl wit!> • 
hie conTIIreetion wit!> llr . 01ami1D:1 on our criticieu of 
real estate 1- alld 10&Jia to af'f'Uiatea, aa wall aa tl>a 
dirldeDd pol1C7 alld otl>ar criticieu 1n our report. J.t ia 
DOt Decaaaary to gin a lo~~g a~ of tl>a COII'fV&ation, 
e.a Jlr, Folger w11l ba an.l..l&b1e "''T tiM. 

However, I told Jlr', A. P. Glann<nl tl>et tbia coUDt!y 
would DOver oteDd for tl>a uteDaion of bank bol.dJ.Ds co-Diee 
which would ul tiatelJ' raaul t 1n t1>a ballld.Dg qataa of t1>a 
aation being 11111..- tl>a control of one or two gro~;>a of •n 
with headquarters in Wall Street. I asked llr. Giannini 
what would happen it tbe orpnisatton which ha built up, 
a t bis death, pe.aaecl into tl>a haDda or a ealtiab group 1n 
lall Street. 1 told b18 tl>et tbia waa ... createat tear in 
rat ere nee to t1>e bold1J!& eo~. lie ea1d be bad ~ 
-.Ia prorlsiona tor a'llcb an ~lltualif;J; tl>et be bad diatri­
buted ~8 per CODt of tba 'banlt atoe1t or bia .bol.d1nc eo~ 
aDd tl>et ha expected to haft tl>e balance of 1t diatributed 
within three or tift years dO'I'II to 10 per cent. 

He said ha !a'O'Ored a'llcb a bill. 

Bon. Belir)' llorpntb&u, lr., 
Secretary of tba 'f'nu1117 1 
llaabl.JIIton, D. C, 

• • 

CordiallJ' :roura, 
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My door Mr. Socreter,yo 

•• 

TREASURY DEPARTMENT 

COMPTROLLER OF THE CURRENCY 

WASHINGTOH 
January 29, 19!8. 

I~edintely after leaving your office , I celled Mr . Leo 
T, Crowley, Chairman of the Federal Depooi t Ineuro.nce Corpore­
tion ond et.otod that I tholJ8ht wo should hllvo a Boo.rd meet1Dc, 
Md that ha ahould lay befora tho Boo.rd, hie concluoiono with 
rotcrc:nce to the Bank of Aaerico. 

Mr. Crowley stated that there woa not~Unt that tl.e Board 
cotl.d do at th1& tiae , and th re wns no action he could suggest 
t.o tho Bo&rd, !n. connection with the Banko Firat, He did not 
believe e •eet!ng was neceaaar,y tor thio pu.rpooe1 Secondly, Mr. 
Crowley stated that the suggestions he had ... de yeoterday, were 
cr1t1ciame which had been found in tho Coaptroller' e Exaainer' s 
reporte . Such criticisms have, heretofore, been taken up with 
the Bank . 

Yr . Crowley stated he had no informat ion· concerning the 
condi tiou or tho bank , except from the reports of the CoCiptrolle.r 
or the Curruncy . He did not r egard tho bank as unaefe or unsound 1 
but hia opposition to the policy or further exponoion. 

I tol d Yr. Crowley that I was v cr,y auch opposed to Holding 
Compnnles extendiJig their activities, whi ch 1n the end, would be 
controlled by one or t'II'O groups of t he entire banldng eystea of 
the Notion, and the ultimet.a c ontrol of a f ew men 1n Well Street. 

He qreod and· said we sbould get toaethor on t his propositioo 
and JNt a united frod.to orevent such an occuranea. l othing could 
be .. re diSAateroua, 1n.;. op!nion, I t.old llr. Crowley , than to 
havu tha credit of the l atioo in the h&Ddo or a rew .... 

Mr. Crowley &leo .t.ated that t ha Bankct Aaerics bed u.de appli­
cation for certain brancbe& of State Be.nlta which ... ttar, had been 
rocohod today . I suggested 1n view or that, Mr . GiamU.ni was 1n the 
city and probably would wai>t to diseuse it with hiJII and to get t he 
gonor.U policies of the Corporation. Suoh an appo!ntaoent hso been 
mode for 21&0 o'clock tbia afternoon. 
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I bon not - Jlr. Gi&Dn1D1 up to the wriUJIC ot thb 
letter, but be baa beeD 1D o.toreooe eitb Jlr. Polcor d1110W1e1JIC eith 
Mr . Folier1 the critioiae whtcb we ban ade ot hie bulk, aDd whlcb 
are contained 1n our reporta. 

81Dcero4' youre, 

Honorable Henry Morgctbau 
Secretary ot the Troe8UJ'7 
Washington, D. 0 . 
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!f!!l!9RA!l0UII FOR T1!E nL!S 

v,..,.sra. ~. Luo aDd J~ of the SEC oalled at the Secroetar,.' o 
_. at fi're o'clock Jauuary 29 to adviao h1a of the SEC• a 1Dta~et 1D 
V rr.nauertca aituatioo. lr. !roop ia G-rel COIIJI881, llr. Luo 
aaaiatODt General COUDeol, UICI llr. J~,Exaainor 1D San haz>ciaco of the 
SEC . 

The !mediate question before the OODllliaaion ia whether thoy will 
pormi t tho ..arl<eting o•er the counter of a took owned b7 one Paganucoi 
in Tranaamarica Corporation to the uount or about 19, 000 out of a block 
of )0,000 eherea. Thia question , in turn, OpeD& for consideration a fur-­
ther problea, and that ia whether the CO!IIIIIission bas now been warDed of 
such a state or affaire in COIU!ection with Tran-rica tbat a coorp1ota 
ClWd.nation of ita deal1Dga with 1De1dera ill 1Ddicate4. Should ouch an 
uu1nat1cn be intJtituted, it would -er or later br1Dg the entire 
aituat i on out into the open. Tho bactground tor the torego1Dg 1a aa 
follow a: 

1. About ab: 110ntba ogo a wholi1~ed eubaidiary of Tran..,..rica1 

called Assoc.iated Aaerican Diatributora, ctared into an arrsnge111ont with 
a gr oup of affiliated dealer a tor the oele of Tran88J!Ierica stock, tho 
company agreeing to pay, 1D addi t1on to regular brokerage , a special cor>­
sid.eration for sixty-day placa.mentJ that ia, aalea which resulted 1D con­
tinued holding by tho purchaser for at leaat sixty d&)'a. Lest April or 
Ill)' these actirltioa wore etopped 1>7 the COIIIIIiaaion on tho ground that 
t his method of dietributiob waa tantuount to a aalo by Trenouerica 1t­
oelf and, that being eo, the iatJUS would ha're to be regietered with the 
eo-J.ni on bef ore turtber treeactiona or that ld.D4 could take ploca. 

2. About a 110nth later Trenae-erica stock broka allarply and the 
coap1117 announced that it would bu.y for ita on treasury, at prices coD­
aidored by it to bo adYantagooua, IJQCb blocks Of stock aa it aight daairo 
to acquire. At ebout the a&lle time it &lllloUDCed the distribution or 
Bank of America etool< t o ita at ockboldera and a recapitalizat ion and ro­
arrangeliOnt or Tran..,.rica. These announcements appareDtl)' led to much 
ocitation and inquiry 011 the part of investor• and the public generall:r, 
and tho Comiaaiob aade an in'JBatigatioD at that time but f'ound DO 

illtgali t)'. 

). lD Septa.bor u oqr--u..-.co-ter brolcer, H. R. Baker, 111-
quirod at the eo-!.eal.OD wbotbc' it would be proper for b1a to aell 
tor tile account of Obi A. o. st.-rl 29, 000 &hare• of Dl1r trenaa-rica 
•took "" a aixt:r~ plac-nt &n'8DI!-t. sw-rt, ODe of the 
£OYemora of t he Pedoral R.MrTO Banlc of San FraDCi&CO, 11 hea'f'ilJ' 
interested 1D joint etOOI< laDd banl<a and 11 1Ddobted to tba Banlc ot 

• 
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-rica tor seToral llllll"" dollArs IIMd 'b7 lWo to bUJ .toek coatrol 
ot aenral joint stock land b&llluo. Aa a roeult ot Baker•• iaquir)' 
repreaontltins ot the Ca.aiaoian intem .. ed St .. ut. lie adviaed' 
U.o• that he bad owned Tran-rica atoclt tor a lons pericd of tiae 
""" not beilli pressed for his loans, bad .. ple aaaete apart froa tb! 
stock to Uquidate the loaDs, but did not wieb to sell hie Traneameriea 
ctook on the regular stock exchange in order to avoid depreeeing quo­
t.Ations for the stock. 

4. The COGIJiiseion gave ita approval and the aale proceeded, but 
it wamed Boker that it 8J:f1 other aueb daala ""re ouggest..cl to lWo he 
11118t edvise the Collmliasion before he would be free to proceed, tbo 
Stewo.rt tranaaction being considered by the Co.iseion not to be iD the 
Mturo of a precedct • 

.lbout a week ago, Balter advised the Coooaiuion that one Paganueei 
hod approached h1a to ..U the 19,000 ab&rea to which reference baa al­
readT bHJ> .ada. .ll a reault the Coa:aiaaioo u de an invoatigation acd 
toucd the following tacta1 

S. Pag&liUCei is the omer ot a cOI!I:Iiosion buainese ~ the 
llalt !loon Fruit Co10pen:y. In 1933 both Paganuoei acd t.l.e CO&!pany were 
inGebt..cl to the Bank of Aarica. The loans apparently were insutfieict­
ly secured and Trani&IDeriea General Boldins 001Qp&Dy, a Tranl&llleriea 
subsidiary which bad also advanced 10oney to Paganucci acd hie CCiliP&DY, 
careed t o subordinate ita loans and the collateral therefor to the loans 
hold by the bank. 

Some ti111e thereafter, nevertheless, Tranl&llorica General Roldins 
Coopany advanced 10ore funds to Paganucoi in a sufficient amount to finance 
ontiroly tho purchaae by b1Jo or 101 000 lhares of 'l'rane.omerica ltock. 
'll'hen loao tiao later Paganueei a ppUed tor a $10, 000 loaD tor hie eoooaia­
oion buaineu, tbe Bank of Aloeriea, tbrouch cno Gock, Olle of itl ortieors, 
denied the l oan. But in spite ot this tact the Tranuurieo Service Co:o­
p&n)', another Trallaaaeriea attillate, placed orders with brokerage fi:ru 
ror the pureheae by Paganueci ot 1.4, 000 additional lhareO or Tran ....... iea 
stock which the Semce c~ rtnanced elltir~. 

Bi1 total lo&Ds with Tran-riea and ita Terioua affiliates, 1D­
elud1Jii the bank, ucnmt to about $700,000, w1 tb collateral of about 
~500,000, eo that, all together, hil aecOUDt ia UDder water, altbougb 
the loan with tbe bank iteel" in tba aaount of about $165,000 appears 
to be adequately secured since 1t bee all or the collateral behind it . 

It waa pointed out, however, that tho bank itself ie haavily 
involved with Tran&allleriea atook aDd, therefore, louoe token b)' Trana­
omeriea will indirectly react agai.llot the bank. At the present market 
about $11 ,000,000 of '!'ran-rica 1tock 1e pledged witb the Bank ot 
America aa collateral . 
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6. !be c-iuiall bell..,.. U..t 'ftoe= nioa itaelt ia -.rao4 

with tho propoee4 ale or Pacuacci'a .tcot. lot OlllT Papmacci eDd bU 
att.ol'!ltY, but GiU11ii h1•Mlt, leblott iUid IUiot.her l&WJV DUe4 llcaotp1JI1 
havt appeared at the SIC to arp upoll thea U.. Cftlltilll ot the reqUNted 
pendeoion. 

11Ddor all t.be oircnaatiUicoa it a.....S probeblo to the Coo.ieoico'a 
roproe~nt4t1Too thot the Co.iald.OD would ~ penli .. io<~ tor tile a1o ot 
hganuco1 1e otook ill t.be MD>er propoee4 . P'larthor tball tbtt, boweTOr, the 
•ttore brOU(bt to their &tteatioa ill -otioo witb tho Paganucci ot.ock 
eoy ind1cato tbet thoro are -rou.o other illot.ollooe or which tho c-­
ld.uion h&a not booa odTiaod where aloo ot at.ock, oatoDaibq tor illaidora 
or et.ockhol4era not •-•ted witb tho .....,~, btTO acta.lq been tor 
tho accOUDt or at tbo illaticatiOII ot the ~ itoalt. Tbia mcht 
,.cooaltato a ccapleto illnaticaticm ot the &Dtiro Trua&Mrica aituatiOD 
wi tb a Tift to det.erloiDiJic whether the 8ocur1 u.. ExcbQso Act or the 
SecuritlAe Act, or both, aTO betm Tiol&tod, iUid whetller other TiolatiODI 
1D coct.platiOD ahoul4 be prwTODtod. 

It appeara that, it llliCh .., iDTOatication 1e tllldertokoD iUid it tho 
Traneaaerie& otticiala cooperate, a -u. or 110ro -.icbt well eltpae botore 
any ouapicion woul4 be arODN4 ill tho llillda or tbe pabllc. It, on the 
other belld, tho Cc.aiaalon tillde it nocaall%7 to reeort to court actioo 
or t.o tbt olWiination ot the reoorda or third porecme, it ie beliOTod 
thAt l'lllllore would leak out al.Jioet t-ediateJ.T. Tbo pooa.iblo otreot or 
euoh rwoore llig,ht bo two-rol.dt rtrat, a ooarkot break or Tranaamerie& 
stock with a correapondillfl looa ill collateral value to Bank ot !Qriool 
aod 110ond, loa• ot cOili'idoace ill the bank itaelt 1 pooaibly acc011paoiod 
by a run. 

Tbe oontoronce wae oonclndod bT a requeet tJ'OII tile SecrotarT, a~ 
coded to by the C-.iaaion'e roproaaDtatiTOo, tbtt any tiDal action dotor­
ld.nod upon by tbo Co.ieeiOII woul4 bo c......,Ucatod to tho 'freuur7· It waa 
oade clear bJ tbo Secretary tat ho waa Dot requoetille or -•etiDS any 
intluence upon tbo c-ieei0111 1 deoialOD aJid tbtt ho MrolJ' deeirod to bo 

ltopt adTieod. & 0 

CVOtBJ 
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J Ltin- o "" m 2.':i 
TREASURY DEPARTMENT 

•••• Jan. 31, 1938 

TO Secretary Morgentbau 

, .. ,. Mr. Opper 

Cheater Lane of the Securi Uee aDd !lxch&nae C..taaloo Just called 
me . He aoid they ba4 a aeetiDg thia aftenOOD w1 tb refereDce to the •t­
hr t ba t waa diecu .. ed w1 tb you laat &turda,r. Tbe diecuaslon toot place 
with lleaaro . lleblitt, his part~~er W&rDor, Bater aDd ScaapiDi. lo CODcl-­
iono were roached mel they are to-t acoiD t...,..row, altboagh the C.... 
lllioa10il ' a ropreaentaU•ee toot the poaitioo, an tba tacta aa tho!y t.w 
tb ... tbet tbq felt tbq could not antbori .. the eal.o without rec;1atro-

t1on. ~0 

cc to ltr. Oliphant 

.. 
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OOPI 

SeoretuT ....... thaD 

Jlr, Oppao 

reb, 1, 1938 

ObeeW Louie ot \be SIC Ollll.e4 M .. aill tide otw.I'DOOD aboa\ 
the •tt•r diacna11ed with :rou l.ut Sa~. Ia NiT• that tho c.-
111ea1on bae now tdltD \be poaltioo tbet tbe Paca=ooi atoo1t cc 110t 
be d1at.r1buted wit~ recietl'atioaJ u4 t'llrtbenoore t bat the­
coooluioo applaa to a:JtT other atoolt bel4 111 tbe baDk or tbe rreu­
&Mrica pooup aa oollateral wbolre tbe loau are 'lllldM •t.r u4 wt.re 
&D orpAlaed .U.-t to cl.Utrlbate - tbe OO'IIIlter 1a 1D ~ 
UODo 

••bl1tt - 1D a1o ... tb1a atternooa u4 wu ad.naed ~ tide 
coDOlualoo. Be 1a cc.1D1 1D -ca1D ~ mr'D1D& to c.,.plete tho 
d1eouaa1oo bat Louie WJibl tbet DOtbbl 1'llrt.ber will dontiop at t.lw.t 
t tae. 

The qUIIst1oo ot a 1...-.l. 1a.,..atipt1DD ~ 'l'nDAMrloa to 
.. , bow ~ .........,cie• there are 1a 1t.Ul opoz~, but LaDe th1Db 
that the qu.latiOD will be deos.a.d liJ tbe Ooe.'ieaioD wit.hin & t .. clqo , 
He will OODtiJDt to a.p 1J11 ednaed. 

(ID1t1al.ed) c. ' . o. 

Regraded Unclassified
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p 
y February 1, 1938 

For t he Secretar;y: 

I t alked to Leo Crowley this morning and told him that 

1 unders tood be had a conterenca on Saturday afternoon with 

llr . Giannini. He agreed that ha had and went on to tell me 

that llr . Giannini bad asked for an a pproval of h ia applica­

t i on t or eome brancbee or state banks. llr. Crowley told me 

that he had definitely informed Jllr, Giannini that eo far ae 

he is concerned, the appl i cation would never be granted. 

llr. Crowley aaid that in the face of hie poaitive state­

menta, llr. Giannini persistently inquired "When are we going 

to get our brancheoT" He added tba t llr. Giannini had told 

h!Ja that he was not disturbed about the banlc holding company 

bill beoauae be had plannad to distribute down anyway, and 

that ao a matter of tact, he f avors the bill . 

Upm 

; 

• 

Regraded Unclassified
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