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Morgan Epigrams

I have absolute faith in the patriotism and public spirit of the
Stock Exchange.

The moral responsibility has to be defended as long as you live.
Securities do not always prove good.

It is difficult to get stockholders to take active interest in their
companies.

I do not believe I could carry any question through any board
against the views of the other directors.

4T like a little competition, but I should rather have co-operation.
Without actual control, you can do nothing.
I want to céntrol nothing.

There is nothing in the world by which you can make a money
trust.

I do not feel that I nave vast power. I do not think I have
power in any department of industry; I am not seeking it, either.

All the money and all the banks in Christendom cannot control
credit.

My firm is not run by me; I am not the final authority.
I believe in divided as against concentrated responsibility.

I do not compete for deposits. I do not care whether they
ever come, but they do come.

A bank, if it transacts its business right, will get its share of
the business.

Nobody wants to put money into a new railroad in these times.
I always assist young men.

If it is good business for the interests of the country, I do it.




If I should attempt to tell where the money is in every transac-
tion I make, I should have a hard time of it.

I did it because I thought it was the thing to do.

I should not allow a man to be associated with me that I
thought was a fraud, simply because he owned a bank which at
that moment was solvent.

Money is gold, and nothing else.

If a man kad the credit, and I had the money, his customer
would be badly off.

I have given a man a check for a million when I knew he had
not a cent in the world.

The first thing is character, before money or property or any-
thing else. :

A man I do not trust could not get money from me on all the
bonds in Christendom.

I never heard of a bank being controlled by anybody who gave
it business.

The first thing is to get the business, and the next thing is the
way you transact your business.

I think manipulation is always bad.

I never sold short in my life that I know of, but I do not see
how you will get along without it. It is a principle of life, I think.

I would not favor legislation that would reduce the volume of
" speculation. You cannot prevent the public buying a thing that
they tbink is low, or selling a thing that they think is high

You cannot in a bank in which you are a director, not in any
first-class bank, at any rate, go and find out how much I have got
in that bank.

You can get combinations that can control business, but you
cannot control money.
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PREFACE

COMMITTEE of Congress, chasing what some folks say
A is a chimera, has elicited from perhaps the most renowned
witness in the country’s history the most vital testimony.
“Wall Street” was on trial. Sundry “reputation” witnesses
had made a feeble showing. The hunters of the mysterious “money
trust” were elated. Their brill'ant counsel, who could say with
Aeneas that he once had been part whereof he spoke, was moulding
the case as a sculptor plays tricks with clay. A squad of expert
accountants piled up tables of millions and billions, like Japanese
jugglers. .

The star witness had been summonsed. Chief servitor of the
temple of the money-changers was he—a figure of Jovian majesty,
magnificent, inscrutable, silent. 1le rivaled the Sphinx. Only twice,
in the memory of the market, had he casually talked of current
things. [fach time he gruffly emitted an epigram. He diagnosed
the ailment of the “‘rich men’s panic” of 1904 as a case of “undigested
securities.”  After the Supreme Court had started its anti-trust
vivisection, he tersely suggested the difficulty of “unscrambling eggs.”
Otherwise, perpetual silence.

This uncrowned king of finance was called to justify his reign.
IFor three long hours he, now past the scriptural age-limit, faced the
inquisitor.  Seldom has court-room produced so acute, searching
and profound a cross-examination. Rarely has witness emerged so
triumphantly.  Where two continents had expected a sullen silence
or passionate resentment there ensued three hours of suave, good-
natured thrust and parry. Jove condescended; the Sphinx turned
talkative.

More than that. This give-and-take, ranging on every province
in the kingdom of finance, developed, bit by bit, a masterly exposition
of the philosophy of high finance. The oracle was speaking, This




was personal and authoritative. The money-king, who had yearly
dealt in hundreds of millions of dollars and not even a handful of
words, now discussed freely and frankly the technique, the code, the
ethics and the morals, of money market and stock market.

What he said of private vs. public banking, of interlocked
directorates, of mergers, of voting trusts, of spectulation, of credit
and of moriey, had behind it his own prestige and personality. His
yes or no meant pages in themselves.

Going further, Mr. Morgan laid down with the force of undis-
puted authority some of the basic tenets of finance. His definition
of credit alone sufficed to lay the ghost of the “money trust.” His
observations on the functions and the faults of banker and broker
set forth the essential service, while not blinking the incidental
blemishes, of the country’s apparatus for investment and speculation.
He appraised and explained Wall Street. He did not have to defend
it; he justified it.

The lasting value of his statement and its full significance were
not to be had from a first casual reading in condensed and hurried
press notices. In the belief that it deserves a wider and more careful
attention, this compilation of Mr. Morgan’s testimony is here pre-
sented in a more complete and permanent form.
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THE HOUSE OF MORGAN

Q. Where do you reside, Mr. Morgan? A. New York.

Q. Are you senior member of the partne15h1p or firm of J. P.
Morgan & Co., bankers, of New York City? A. I am, sir.

Q. Are you also a partner in other banking houses in this

country and elsewhere? A. No, I am not.
Are you not interested in the Philadelphia firm? A. That
is the same thing.

Q. That is the same firm with the same membership? A. Yes.

Q. TIs that true also of the London and Paris houses? A. The
firm in New York are partners in the Paris house and in the London
house.

Q. Will you name the partners in the New York and Philadel-
phia houses? A. I do not know; I think you have them.

Mr. Nicorn: 1If you will read them over, Mr. Untermeyer, Mr.
Morgan will tell you whether they are correct or not.

\[R Moraan: I think I can call them off.

Q. Will you just call them off ? 1 think there are ten mem-
bers, are there not? A. Have you a book of the New York Stock
Iixchange?

Q. Tust look at this list here (m(hcatmg) A. You want the
New York partners?

(). The New York and Philadelphia partners. A. That is the
same thing.

Q. Let us see if this is right: "]J. . \]orﬂan H. P. Davison,
‘W. P. Hamilton,” Thomas W. Lamont, H. G. oyd J. P. Morgan,
Jr AL S, \ewbold‘V\lllnm H. Torter,"Charles Steele E. T. Qtotes-
burv A. 1 will read them off to you: J P. Morgan, . T. Stotes-
bury, ‘Charles Steele, ]. . Morgan, Jr.,” Henry P. Davison, Arthur
IE. Newbold] William Pierce Hamllton William 7. Porter,” Thomas
W. Lamont, Horatio G. Lloyd.

Q. There are eleven partners, are there not? A. Eleven, yes.

(). And the same individuals constitute the P’hiladelphia house ?
A. It is the same house. There is no difference. It is one partner-
ship. It only has a different name, owing to my desire to keep Mr,
Drexel’s name in Philadelphia.

(. That is the Paris house? A. That is in Philadelphia.

Q. As to the Paris house, how many partners are there?
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A. They are not there as individuals. The firm of J. . Morgan
& Co. and the firm of Drexel & Co. are partners as such, as a firm.

(). Inboth the London house and the Paris house? A. In hoth
the London house and the Paris house, yes.

Q. And added to that, I suppose, are other partners, residents
in T.ondon or Paris? A. Yes, that is so. .

Q. Does your New York house do a general banking business?
A. We try to, sir.

Q. Do you take deposits? A. We do.

(). You do the business that is done by a banker? A. Exactly,
as far as we can.
Q. And you honor checks against deposits, just as a bank

does® A. We do, except with us checks do not go through the
Clearing House.

Its Business METHODS

Q. You are not a member of the Clearing House? A. No.

Q. Do you clear your checks through another bank that is in the
Clearing House? A. No. '

Q. You clear them over your counter, do you? A. We draw
checks on the banks and then check through—

Q. (Interrupting.) Checks against your firm are presented at
your office? A. They must be presented at our office.

Q. And you give checks on banks in return? A. On a bank
for them.

Q. Do your foreign houses also act as bankers in that same
way and accept deposits? A. They do; not to any great extent but
they do whenever necessary.

Q. Is there any business that your firm does not do in the way
of the banking business that is done by any State or National hank,
except to receive Government deposits? A. No, we do not issue
notes. We cannot issue bank notes.

Q. You have no circulating medium? A. We cannot issue
banknotes.

Q. But apart from your inability to issue bank notes and your
inability to receive Government deposits, you act as a bank with the
same power as any banking institution organized under a corporate
law? A. We do. '

Q. And you receive as bankers in that way deposits of inter-
State corporations, do you not? A. Any corporation. )

Q. You mean you have among your depositors large deposits
of inter-State corporations—that is, corporations engaged in inter-
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state commerce? A, Yes; [ suppose we do, /1 do not remember
any distinction hetween them. ‘

(). The distinction between them is that certain corporations
are engaged in commerce belween the States and others engaged in
commerce only within the States. I7or instance, the Interborough
Company engages in business only within the State of New York?
A. Yes. :

(). While the Southern Railway engages in business between
the States? A. That is it.

Q. You receive deposits from both classes of corporations?
A. We receive deposits from any corporation that we think good.

(). You have prepared, have you not, a statement of the amount
of money on deposit with you by inter-State corporations at a given
date? A. I think we have. 1 haven’t that, however.

Mgz, Linvanury: 1 have it. '

Mr, UnterMvier:  Will you produce it, Mr. Lindabury?

Mg, Linpasury: T do not produce it, but you apparently have
it. T haven’'t it, with me. ,

(). Can you tell by reference to this paper, Mr. Morgan, how
many such accounts of inter-State corporations your firm had at
your New York banking house on the 1st of January, 1912, and how
many you had on the Ist of November, 19127  A. T would like to
ask whether that cannot be given by some one more familiar with
the accounts than I am. [ do not know anything about them. Any
statement that they submit to you, I will accept.

Mg, T.inpasury: That is correct.

Mr. Morcan: I have not any doubt it is correct.

Axp Drposits

Mr. Unrermvier: I will read from this statement: On Jan.

‘1, 1912, there were sixty-six accounts with J. I’. Morgan & Co. of

New York of inter-State corporations, having aggregate deposits of
$68,113,315.31.  On Nov. 1, 1912 there were seventy-eight accounts
of such corporations having aggregate deposits of S81,908,421.44.
The total capital surplus and funded debt of these corporations—
subject to correction if the figures are not correct—

Mg, Linpasury: As stated in some public record, T think that
shows, does it not?

Me., UxrerMyer:  $9,765,825,500.

Mg, Tanpasury: Does not that refer to the source of in-
formation?
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Mr. UnteErmyrr: No. Yes, it refers to the source of infor-
mation, but it does not give us the name of the corporation.

Mg. Linpasury: It was made up from some public record..
What we meant was that that is as it appears by the records.

Mgz, UnTerMYER: Of course, we have the data or the names
of those corporations.. You felt reluctant about giving them, did
you not, Mr. Morgan, and we do not find it necessary to have them.
A. You are speaking about their capital and all that?

Q. T am speaking about the names of the people who deposit

with you. That, you prefer not to give? A. That I did not want

to give.

Q. But we do not find it necessary to have it.. A. That is all
right. T thought you were speaking about the capitalization of the
aggregate companies.

Q. I see, and we have the figures there. Mr. Morgan, do you
think these great corporations engaged in inter-State commerce, that
have their securities scattered broadcast, ought to be permitted to
make their deposits with private bankers? A. I do, sir.

Q. T.am not speaking of any particular private bankers. I am
speaking of the rule, which would apply to one private banker as
well as to another. A. That depends upon their ability to meet the
drafts.

Q). No, but taking the general rule, do you think that it is a
wise thing to permit a public corporation that is owned by the pub-
lic, with securities scattered, to.make its deposits with a private
banker? A. I do, sir.

Q. As a rule? A. Not as a rule, I do not know that every
private banker—

ABouTr SUPERVISION

(). Do you not realize that there is no supervision over a private
banker by any-State authority? There is not, is there? A. No.

Q. And no requirement for keeping a reserve, is there? A. No.

. Q. Onthe whole, taking the question as one of policy, and
the broad question rather than a question personal to any particular
banking house, do- you not think— A, The same thing, I think,
would apply to some banks.

Q. Do you think the same thing would apply? They are under
Government supervision, are they not? A. 1 cannot help that.
They have a small capital, and you do not know anything about
their means.

0. But there is some outside official authority that passes upon
their solvency, is there not? A. That is my opinion.

10



e -

g e e s b

(). As a matter of policy? A. Tt is a mere matter of judg-
ment, I should say.

(). As a matter of policy— A. As a matter of judgment, I
should say—

Q. T do not think you have heard my question. As a matter
of public policy concerned with the regulation of inter-State cor-
porations that are owned by the public and whose shares are widely
scattered, you are of the opinion that they should be permitted,
without restriction, to make their deposits with private bankers just
as readily as with banks that are chartered? A. If their Directors
so decide.

Q. Do you not think that anybody other than the Board of
Directors has an interest in that subject? A. They can examine—
if it is a company it can be examined at any time.

(). But the private banker who holds their funds cannot be ex-
amined, can he? The private banker cannot be examined either
publicly or privately? A. Yes. If the public claim the right to

~do it, they can be examined.

Q. You do not-mean to say that a corporation, an inter-State
corporation, depositing with a private banker would have any right
to find out the means of that private banker? A. Then they need
not deposit with them.

(). But the question is whether they ought to have the right to
do such a thing. A. I should think that was left to the Board of
Directors. _ ‘

(. That is all you care to say about that, is it not? A. Yes.

I1scat, AGENTS

Q. Is your firm acting as fiscal agents for a number of inter-
State corporations? A. We are, sir.

(). For which corporations do you act as fiscal agents—I mean
mtel ‘State corporations? A. We have a list here.

“ Q. You act as fiscal agents for the Chicago & West Indiana
Railroad Compam do you not? A. Yes.

And for the Chicago, Indianapolis, and T suppose that means
St I}ouis Railroad? A. St. Louis, 1s it not?

Q. The Chicago, Indianapolis & St. Louis?> A. Mr. Unter-
myer, all T can say is that 1 do not know the details of those. I
could not tell you all of those companies. If that is a register, if
that is a list made out by the office, I accept it.

Q. Do you also act for the Pere Marquette® A. I think we do.-
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. Q. The details of your business you do not carry about you?
A. T do not attend to the details of it, but I would be perfectly
willing to accept any statement that comes from the office.

Q. And you remember, do you not, that you act for the New
York, New Haven & Hartford and for the New York Central?
A. Yes, that I remembers

Q). And you have acted as fiscal agents for them for many
years? A: Yes, and for the New York Central also.
. Is that under written agreements? A. I think there is an
1greement I do not know the terms of the contract.
© Q. Generally, are the terms of the agreement such that they
must issue all their securities through your firm? A. If we can
agree, yes, sir.

Q). You have the right, have you not? A. Yes.

Q). (Continuing.) To issue all their securities? A. We have
the right, on reaching terms. We have got to agree on terms.
Q. Have you not the right to issue then on the commlsmon
basis? A. Yes.

Q. Without giving them the right to go elsewhere? A. On the
same terms, yes, sir,

Q. No; %’ do not thmk you under stand me. Have you not’ the
absolute right to the issue of all their securities? A, Not . unless

we.can agree upon terms.

- MR, UnTERMYER: let us see the agreement, then. TIs there
an) objection to having the agreement? '

Here Chairman- PIJ]() mtervened and, owing to the necessity
for members of the committee to be present in the House, announced
that the committee would take a recess until the followmg day.

“DIRECTORS, DEPOSITS AND FISCAT. AG‘P\IT%

. P \iorgan resumed his testimony at the * money trust” hear-
ing on Friday at 10.29 A. M.
. - Samuel bnter'ncyer questioned Mr, Morgan about total (lepos1ts

of J. P. Morgan & Co.

Mr. Untcrmver asked: Can you give committee total deposits

you “had on November 17
//f I haven’t it here.

Q.- You have told us of $81,000,000 of interstate corporation
depcmts .How much more is there?

A Oh about $20,000,000. About <‘ﬁlOO 000,000 in all.

There was upward of ‘581 000,000 held by the firm in New York
on behaIf of seventy- elght interstate corporations, but Mr. Morgan
i2
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thought there were more than $20,000,000 of average deposits,
outside of these—perhaps $110,000,000. He promised to put the
exact figures in the record.

Mr. Morgan said members of his firm were directors in some
of interestate corporations that had such deposits and that he thought
he had furnished a list of the names,

Untermyer said he had not received list and witness agreed to
furnish it. He also agreed to present figures of deposits of Morgan,
Drexel & Co., of Philadelphia. He added that this class of deposits
in his Paris and London branches was infinitesimal.

Morgan, Drexel & Co., of Philadelphia, he said had the same
method of doing business. The Morgan firm acted as fiscal agents
of some of these corporations, getting its authority to do so by reso-
lution, correspondence or “word of mouth.”

AGREEMENTS

Mr. Untermyer reverted to the fiscal agents’ agreements between
the witness’ firm and a number of other big corporations.

Mr. Morgan said he already had obtained data on these, and
stepped up to the committee table and presented them.” Most of
agreements were verbal in form. Written ones were with New York
Central and United States Steel.

There were tacit understandings with other corporations, such
as Southern Railway and Northern Pacific Railroad.#

Mr. Untermyer read identical letters, addressed by J. P. Morgan
& Co. to the presidents of the New York Central, [.ake Shore, Mich-
igan Central and Big Four. #The agreement between the Morgan
firm and the New York Central was read into cvidence. It pro-
vided that J. P. Morgan & Co. were to be the sole agents for the
railroad and to act for it whenever it shall require the services of
bankers to dispose of its securities. The firm’s commission on the
sale of securities should be 1% per cent. of the par value of all such
securities, unless the security had less than six years to run, when
the commission should be 4 per cent. for each year. The railroad
companies had provided that the firm should advance to the com-
panies up to 73 per cent. of the offered price upon securities offered
to the public as collateral. At Mr. Morgan’s instance, the corre-
spondence showed, the percentage was increased to 90 per cent.

Mr. Untermyer asked if the New York Central resolution was
followed by a written acceptance. MNr. Morgan said it was, and
added that he was a director and a member of the New York Central
finance committce when the agreement was drawn.
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Mr. Untermyer asked: Did New York Central ever take any
further official action. A. Nothing further,

/7 Mr. Morgan admitted under pressure that many million dollars
worth of securities had been issued by New York Central since pas-
sage of this resolution through Morgan & Co. without additional
sanction of directors.//

All the companies accepted the firm’s suggestions. Tn the
understanding with each road was a stipulation that should there he
a disagreement between the Morgan firm and the road’s finance
committee as tc the price at V\hlch any particular secunity should be
offered to the public the agreement was not to hold. The agreement
coujd be terminated on thirty days’ notice.

#"Mr. Untermyer read an agreement submitted by the witness
relating to fiscal agreement between New York, New [laven & Hart-
ford and Morgan & Co. This agreement made the Morgan firm
‘“sole fiscal agent for New Haven.” Mr. Morgan's charges for
banking assistance were the same as in the New York Central casc,
although no flat rate of commission was fixed. 7/~

After reviewing some of the other corporations for which J. P.
Morgan & Co. are acting as fiscal agents and in the direction of
whose affairs they have at the same time a voice Mr. Untermyer
adds:

Don’t you think it would be better for these great interstate
railroad corporations if they are entirely free to sell their securities
in open competition than that they should be tied to any banking
house, however just might be its methods, in the issue of ';uch
securities? A. I should not think so,

Similar written agreements between Boston & Maine and the
Morgan house were also read into record.

/" Q You've been acting for American Telephone? A. Yes,
partly so. .

Q. You have no agreement in writing with them? A. No.

. Morgan said that ‘some issnes of New York Central
securities had been made in the last ten years through other bankers
than his house. . “I can’t recall any, but I think there were some.”
He thought the New Haven also had in the last decade issued
securities not marketed by his firm.

From papers furnished by Mr. Morgan, U ntermver read the
#Morgan proposal, accepted by the New Haven, in return for heing
made sole fiscal agents to loan the New Haven 90 per cent. of ag reed
sale price of its securities at a “reasonable rate of interest” .m«l to
give the road “benefits of counsel and advice.” This was accepted.
January 11, 1911, by Maine Central; December 28, 1910, by Boston
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& Maine, and December 19, 1910, by the New Haven, being signed
by Charles S. Mellen in cach case,

“I am still acting for these concerns; their securities are being
(llsl)osed of through my banks.”,

“Q. Take the case of the Southern Railway. During all the
years it has been and is still under this voting trust. The fact is,
is it riot, that Mr. Baker and you, as a majority of the voting trustees,
desmna‘re the directors of that company? A. Yes, sir.-

O Don’t you feel that in a sense, when it comes to issuing the
securities of that company and fixing the prices on which they are
to be issued, that you are in a sense dealmg with yourselves? A. I
do not think so. We do not deal with ourselves.

+ Q. Do you not realize that a board run by voting trustees is
under the domination of the people who name it? A. My experience
is quite otherwise, sir.

Mr. Morgan said it was better to have his firm name'directors
of railways the firm controlled. “Because,” he explained, “we get
the best men possible. I am speaking from a board point of view.

Q. Then you think that you have less control over them that
way than otherwise? A. That’s been my experiénce./

Q. And it’s on that theory you have no objection to fiscal agree-
ments? A. Yes.

These issues of securities of interstate railway companies
are in vast sums, are they not, running into the hundreds of millions
of dollars a year? A. Yes, sir.

Q. Do you think it would be entirely feasible that securities of
such corporations should be openly marketed and should be sold by
competition, just as securities of the United States Government and
state governments and city administrations and municipal bonds of
different kinds are sold? A. I do not.

Q. Do you not think the company should be in a position to
have other banking houses compete for these securities, and perhaps
get a higher price than you might think they were worth? A. 1
have no doubt that could be done occasmnally, but it would not bc
often.

Q. You think it is best for the mterests of the company that
it should only have one purchaser available? A. I think so.

Q. Now, if you like, you may explain why that is so. A. What
I was going to say has gone out of my head. Waif a moment. I
was simply going to say that there is another point about it, and
that is this: You must remember that securities that are issued and
sold do not always prove good.

Q. That would not apply to bonds of the New York Central,
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would it? A. Not that particular road, but it has applied to other
roads in New England and to other roads in New York State.
When there is a fiscal agent or a person responsible for them who
will put their name on them, that is a thing which is sometimes over-
looked. :

Q. But the name does not help after the bond is proved bad,
does it? A. It does in this way: The house is called upon to protect
those bonds, to assist in the reorganization of the road, to make them
good, in case of a disaster.

Baxkine House ReSPONSIBILITY

Q. But what I mean is that this banking house assumes no
legal responsibility for the value of the bouds, does it? A. No, sir;
but it assumes something else that is still more important, and that
is the moral respousibility, which has to be defended as long as
you live.

Prorecrion or Security Pricis

Q. If the bond turns out to be bad, the banking house does
not suffer .any monetary loss after it has distributed the bonds,
does it? A. Why, certainly, because they are obliged to do any
number of things for the bond holders.

Q. But they get their money back? A. Not always.

Q). The question then is does not the expense and all the money
necessary to reorganize the property come out of the security
holder? A. I should hardly say that. It comes out of the property.

Q. Give us one instance in which a banker has done anything
more than occasionally advance the interest on the securities, and
then get it back out of the property. A. I think there are a great
many cases of that kind, but I cannot recall for the moment.

Q. Can you give us any other reason why fiscal control of cor-
poration securities is a good thing? A. Nothing that is pertinent.
" Mr. Lindabury asked permission to suggest something to Mr.
Morgan at his point, but Mr. Untermyer objected.

Asour NAMING DIRECTORS

Q. At the time of the organization of the Steel Corporation
did you name the entire board of directors? A. Noj; I think I passed
on it. .

Q. Did you not, as a matter of fact, nante the board, passing
out a slip containing the names of the directors? A. I cannot say
that no one else helped me in it. [ am willing to assume the final
responsibility, if that will answer your question. I will say, how-

16




ever, that whoever went on that board went with my approval,
Q. The hoard is named by vou and your a\souatcs A. No,
sir; not now.
Q. Nobody is nominated for that board \\'1th()ut your approval,
is he? A. Yes, sir.
7 Q. Ts anybody nominated for it against your protest? A. Not
against my protest.
Q. At the annnal elections proxies are sent out, are they not,
to the stockholders? A. Yes.
(). Who passes on the names of the persons who shall be the
proxies to vote for director? A. The finance commniittee.
I's a member of your firm also a member of that committee?
A. Yes, my son is a member.
Q). And until his retirement from your firm Mr. Perkins was
chairman of that committee, was he not? A. He was for a time.
Q. ls not Judge Gary the chairman of the finance committee?
A. Yes. '
Q. You named Mr. Gary, did you not? A. T think it very
likely. T do not remember. /'

T Steer, CORPORATION

Mr. Untermyer wanted to know who fixed the prices at which
the various subsidiary companies were taken in by the Steel Cor-
poration.

Q. Tt was left to you, wasn't it? A. Yes, but I was not always
'1ble to get it at the price at which T thought it ought to go in.

- Q. VVhth committee of the Steel (orporatmn selects the de-
p:)sitory of the corporaticn? A. The finance committee.

Q). Who put Mr. Frick. on hnance committee. A. 1 did, I
suppose.

“Who put Mr. Perkins at head of the finance committee ?”

“He did it himself. 1 can't recall all these things,” Morgan
continued irritably.

Q). Who decided that J. P. Morgan & Co. should be the deposi-
tory of the United States Steel Corporation? A. That was rather
ex-officio, I think. :

Q. You mean you decided it both ways’ A. When the com-
pany was formed J. P. Morgan & Co. had the whole company at that
time, and 1 think that is the way it came.

0 You thought it was good business, and so you thought you
would take it? A No: T did not know whether it was going to he
good husiness or not at that time.
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© Q. It turned out pretty good? A. Tt did. Very good, indeed,
sir.

Q. You did net think you were taking any chances on it heing
good husiness when you took it up, then?> A. No; but I began to
have doubts when the stock went to $8 a share,

Q. Your doubts did not interfere with your buying heavﬂy
A. No; I bought all I could.

Q.- You did not have any doubt, did you? A. Never, not for
one moment.

Q. You were getting the advantage of other people’s doubts at
that time? A. \obody ever sold it at my suggestion, sir.-

Q. No, I did not mean to assume that. [t only implies your
confidence in the company at that time? A. I always had it, sir.

Mr. Morgan could not tell whether or not the Steel Corporation
has power to deal in its own shares. He did not think the corpora-
tion actually had carried on dealings of this character. IHe had no
knowledge of there having been buying and selling syndicates in stee!
stock.

Mr. Untermyer disclaimed any intention of intimating that Mr.
Morgan’s firm ever had participated in any pools of this character.

UNDERWRITINGS

© Mr. Untermyer took up the matter of underwriting syndicates
by the Morgan firm.

Q. And you have a list of those people whom you invite into
these syndicate participations, have you not? A. Yes, sir.

Q. If you were issuing an industrial security, you would prob-
ably offer participation to a different class of underwriters from
that you would offer it to if you were issuing railroad bonds? A,
Exactly ; that is what I wanted to say.

Q. Is it not a fact that sometimes, when an issue is evidently
going to be very popular, you make your allotments without any
previous application; and sometimes, when you have difficulty in
making a syndicate, you invite applications? A. That is what I
wanted to say.

* ). There are many banks and trust companies in New York
which you permit to participate in these underwritings, are there
not? A. Yes, a great many.

Q. But no insurance companies, since the law of 19067 A. No.

Q. And does your list of underwriters extend to the other
great cities of the country? A. All of them.

Q. As a general thing these underwriting participations hw‘.,
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belfn profitable? A. Yes, otherwise you could not get any of them
taken.

Q. Have you a vast market for your securities? A. Very often.

(2. The more people you have selling a security, the worse it is?
A. Yes The market is very apt to be dead.

Do you distribute these participations in New York City to
all the banking firms or only to some of them that are friends of
yours? A. Oh, no! Of course it varies very much, but we dis-
tribute to those we think will help the issue.

Q. Do you not know that there are some in New York who are
never invited to participate? A. Very few, sir.

Do you not know that some of the leading bankmg firms
in New York City do not participate in your underwrztmg? . Yes,
sir. A great many of them refuse it.

Mr. Untermyer declared that Lee, Higginson & Co., of Boston,
First National Bank of Chicago and other institutions often wanted
to participate. .,

“They don’t work with us, but take or refuse an offer we make,”
said Mr. Morgan.

Q. They don’t often refuse, do they. A. Oh, yes, often.

Q). Then you offer them another opportunity. A. Yes, sir,

Mr. Morgan testified that his firm always allotted a part of
every large issue to England, France and Germany. Mr. Morgan
did not believe this wide distribution of securities necessarily made
a market for them. On the contrary, he thought it was likely to
© rétard the market.

Q. Have you a vast market for your securities? A. Very often.

Q. The more people you have selling a security the worse it is?
A. Yes. The market 1s very apt.to be dead.

The New York financier could not give a total of the securities
that were marketed on the average by hlS firm in a year.

How many securities do you market in a year? As much as
a billion dollars?  A. I think the figures are very much overesti-
mated. 1 can’t remember all of them.

Mr. Morgan added that he did not think it amounted to five or
six hundred mllhon dollars a year, but he would have the figures
prepared.

IN RELATION TO BANKS

" The committee then took up the joint operations between George

F. Baker, of the First National Bank, and Mr. Morgan. Mr.

Morgan testified that he was a director and member of the executive
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committee of the First National Bank and that he and Mr. Baker
were old and close frlends Their friendship dated at least
from 1873. ‘

Q. Durmg that time your house has been of great aid to the
First National Bank in building up their great prosperity and they
have been of great aid to you? A. I hope so.

Q. Is there any datum obtainable that would show the extent
of joint or partnership transactions between the First National
Bank and your firm? A. I do not think there is any way of cettmg
at that.

Mr. Morgan would not like to say that his firm and the F1r<t
National Bank had been associated in nearly every big enterprise.
He could not recall any in which the First Nat10na1 Bank had been
omitted, but he felt sure there were some.

Mz, Morgan: T alw ays offered them anything I had.

(). And they the same to you?

~ “I think they would,” said Mr. Morgan, who hastened to explain,
however, that the First National Bank itself cannot of course go
into stock operations, although Mr. Baker individually could.

Mr. Untermyer contended, however, that both the First Na-
tional Bank and Mr. Baker were important factors in the under-
writing of the Steel Corporation securities.

#Q. Was not the First National Bank an 1mp0rtant factor in
underwriting Steel stock? A. Yes, I presume so. .’

Counsel called the witness’ attention to the organization of the
First Security Company and the City Security Company, but Mr.
Morgan insisted that he knew nothing of the details.

"~ Mr. Morgan’s throat became husky, and he turned to his daugh-
ter, Mrs. Satterlee, and asked for a throat tablet. Mrs. Satterlee
produced it from a handbag.

“Do you want a glass of water?”.asked Mr. Untermyer.

“No, thanks,” said Mr. Morgan.

“If you get tired,” suggested Mr. Untermyer, “don’t hesitate to
say so. :

“I’'m not tired,” returned the financier.

7Q). You are a large sharcholder in the National City Bank are
you not? A. No, sir; not very large.

. You have a million dollars or so in stock, haven’t you?. A. I
think so, but I do not remember exactly how much. 1 think the firm
has more than I have. I wish I had it all.///

Q. Have they a million or so also? ‘A. Not “also.” We have
it among us.

Mr. Morgan could not tell whether or not his son was a member
of the executive committee of the.City Bank.
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a () You have a very large interest in the National Bank of Com-

merce, have you not? A. I do not remember, not very large, about
a million doliars.”

At this the crowd in the room where the hedrmo was held had
a good laugh.

Q. You have a large interest in the National Bank of Commerce,
have you not? A. I do not remember. Not very large. About a
million dollars. You have the statement there.

(). You have $1,686,000. A. How much is down there for me?

O The firm as a ﬁrm and the individual members have $1,686,-
000. The firm has one million and the individual members $686, 000.

Mr. Morgan stated that Daniel G. Reid was not a director of
the TFirst National Bank. “I think I am right, Mr. Counsel,” said
Mr. Morgan.

(). Mr. Davison says you are right, does he not? A. Yes.

(). That is the reason you think so? A. I always believe any-
thing Mr. Davison says.

Q. And willing to swear to it, are you? A. I will swear by
that, yes. '

Mr. Untermyer wanted to know if Mr. Morgan had not made
a considerable purchase in this bank recently in addition to the
figures which the committee had obtained. Counsel for the com-
mittee made it apparent he was seeking to find out whether Mr.
Morgan had obtained any stock from the Equitable Life Assurance
Souetv after he had bought into that institution. The witness said
he could not tell anything about the matter, as he was not in this
country at the time. Mr. Mor gan remarked that he spent four or
five months abroad each year and members of his firm looked out
tor his interests.

Mr. Morgan looked a little irritated when Mr. Untermyer asked
him whether he knew anything about the details of the hoard of
directors of the Bank of Commerce..

“T do not know about that; T do not watch it at all,” he said.

. Q. How many members of your firm are directors in the Na-
ucmal Bank of Commerce? A. Two, I think.

Q. Are they not H. P. Davison and your son? A. T can’t
remember. I leave those details to members of my firm—any
member who happens to have the matter in charge.

Q. Don’t you look after these things? A. \Tot to any extent.
They take care of themselves. We have too much to do to look
after all these things.
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Q. You do not watch the details as to the management of any
of these banks? A. No.

Q. To whom do you refer that in your firm?  A.-Whoever
: happens to be there. They do not run it.

Q. You are doing everything you can to protect the prosperity
of these institutions in which the members of your firm are directors,
are you not? A. We do not hother ourselves much about that.
They look after themselves.

Q. Why do members of your firm, in some instances two
members, go on the board? A. Because we have a large interest to |
protect.

Q. In the protection of your large interest do you not look after
the banks at all? A. Not to any extent :

Q. It takes the time of your partners, does it not? A. Yes, I
have already remarked on that a great many times. It takes too
much time. '

Q. But when they are there I suppose they do their utmost to
add to the prosperity of the institution? A. They always do that,
I hope. .~

Mr. Morgan denied he had been consulted in regard to the estab-
lishment of a voting trust for the Guaranty Trust Company. It was

"done by his partners.
: Q. You know, do you not, that two of the three voting trustees
are members of your firm? A. I do not know who they are.

‘Mr. Morgan testified he had no knowledge of the formation of
the voting trust of the Bankers Trust Company.

CONFIDENCE IN PARTNERS

At this point Mr., Morgan turned once or twice toward Henry
P. Davison, his partner, to ask for information.

“T Delieve anything Mr. Dav1son says,” remarked Mr. Morgan,

“and am willing to swear by it.”

Mr. Morgan could not tell in how many corporatlons he and the
members of his firm were voting trustees. e thought there were
only two or three now outstanding. Mr. Morgan said when ques-
tioned in regard to the voting trust for the Internatlonal Harvester
Company that he never had known there was one until a few days
ago when he read it in the newspapers. Mr. Untermyer recalled
also the voting of the International Agricultural Corporation, of the
Chicago, Great Western and of the Erie, Reading and Southern
Railways. Mr. Untermyer contended there had been a Baltimore
and Ohio voting trust in which Mr. Morgan himself was one of the
voting trustees, but Mr. Morgan did not recall it.




In speaking of the voting trust of the International Mercantile
Marine, Mr. Morgan said he and Mr. Steele, I.ord Pirie and Mr.
Ismay were the trustees.

“Iam glad it is you and not 1,” said Mr. Untermyer with a smile.

“l am ready to be anything, sir,” replied Mr. Morgan with a
hearty laugh.

(). Have you ever known an instance in the history of corpora-
tions in this country, where the stock was largely scattered, in which
the stockholders, however dissatisfied, have ever succeeded in pro-
curing a change of management. A. I do not recall any at the
moment.

Q. Did not your firm reorganize Cramp & Sons? A. I don't
remember .

STOCKHOLDERS [LACK INTEREST

/O Is it not true in this country, unlike other countries, it is
difficult to get the stockholders to take any active interest in their
companies? A. That is very true. That is a reason why a voting
trust is so desirable. 7

Q. That is the reason for this paternalism on the part of the
financial gentlemen who reorganize the company? That is the
reason why in reorganizing a company we employ that method. We
exercise our powers and protect the stockholders.

Q. Trotect themn against what? A. Oh, against (mythmo

Tue READING AND COoAL I’RICES

At this point Mr. Morgan askd to have read into the record a
report made by the voting trustees of the Reading Railroad to the
stockholders in 1904. This report shows the remarkably successful
results that have been obtained under the voting trust.

(). During that time how much had the price of coal increased
to the consumer. A. That T do not know anything about.

Q. You cannot give us any idea whether the Reading Company
has made this money by boosting the price of coal and on the
carriage of coal? A. T think they have done all they could to sell it.

Q. And all they could to get all they could for carrying it?
A. ['do not think they have cared so much about that as they have
about selling it.

7 (). All the great railroad systems, or most of them, have in-
creased very mugh since 1907. Ts that your argument in favor of a
voting trust> A. That is one of the arguments to show the advan-
tage of it.
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 VotiNG TRUSTS. FOR SAFETY -

- Mr. Morgan added that in the infancy of a corporation or in its
1nc1plency a voting trust, in his opinion, is necessary for the pro-
tection of the property.

- Q. But would you call the fifteen years the 1nc1p1ency of the
Southern Railway? A. No.

‘(. But when does it get out of swaddling clothes? A. We have
been trying to get rid of it, but they will not take it.

: You mean the stockholders will not take it? A. Yes.

Q Do you not realize that these voting trusts, putting into the

‘hdnds of one or a few men these great systems, tends toward enor-
mous concentratlon and control? A. No, sir.
i . Do you not think that if, for instance, you are the voting
trustee of ail the systems of railroads in the United States it con-
centrates a great deal of:control in you? A. No, sir, it would not.
That cannot be:

Q. You would not have any more control then than if you were
not voting trustee? A. Not in them all. It would be a concentra-
‘tion'in my hands, but the board of directors are the controlling force
and you do not put the same board in every company.

- Q. ‘Sometimes they come pretty near it. A. No, sir, never.

I\v TERLOCKING DIRPC[OR/\’IIS

. But do \Ou reallze this vast and dangerous concentration
throuffh havmg the same directors in various banking institutions?
Al No sir; I do not see any danger in it at all.

M Untermver then turned to the problem of the concentration
of bankmw resources. [e wanted to know if Mr. Morgan did not
realize . that the concentration brought about through havmcr the
same directors in various banking institutions was dangerous
A, No, sir, I do not see any danger in it at all.

Q. Do you think that competitive banking institutions should

(o

‘have the same boards? A. Certamly not, but they do not have the

sdme ones.

Q. Do you think they ought to have a preponderating influence
in each board?  A. T do not.

Here Mr. Untermyer attempted to illustrate. Ile pointed out
that Mr. Morgan’s firm was represented largely in the boards of the
PBankers Trust Company, the Guaranty Trust Company, the First
National Bank, the Bank of Commerce, the Chase National Bank,
the City Bank the Liberty Bank, the Chemical Bank, the Astor
Trust Company and other institutions.




(). Those institutions all appeal for the same kind of business,
do they not? A. No, but they are all banks or trust companies.
N YO But they are all appealing for deposits, are they not?

es/

Q. And they are all supposed to be competing for it? A. No,
not necessarx]y

. Q. Do you see nothmg improper in having the same men Iook-
ing into one another’s business in competing mstltutlom? A. They
are not looking into each other’s business. The directors do not
see all the details, all the books.

Q. Is it not his business to know what is going on? A. It may
be his business, but he cannot do it.

Q. Then he is a sort of figurehead?  A. Call him a figurehead
if you like. The officers of the banks run them, not the directors.

“I have been in a good many banks and corporations,” said Mr.
Morgan, “and I defy any man to go into any of those boards—even
myself, I will say that for the sake of argument—I do not believe
I could -carry any one question tlzmuglu any one board in which I |
was a director, against the views of the other directors. I have a’
great quantity of cases where I could bring in poofs of this., There i
is no question of control unless you have got a wmajority of the
directors in all the banks.”’

CorPORATION BETTER THAN COMPETITION ¢

‘Mr. Untermyer pointed out that some of the members of the
Morgan firm were not only members of the board of directors of
other banks but of the executive committees as well. Mr. Morgan
finally said that even assuming that they did know the business of
competitors he could see no objection to it.

Q. Do you think that promotes competition? A. It does not
prevent it.

Q. You are opposed to competition, are you not? A. No, I do-
not mind competition.

Q. You would rather have combinations, would you not?
A. T would.

Q. You would rather have combination than competition?
A. Yes.

Q. You are an advocate of combination and cooperat1on as
against competition, are you not? A. Yes. Cooperation I should
favor. .

Q. Combination as against competition? A. I do not object to
competition either. I like a little competition.

25




have got actual control you cannot control anythmg

“coritiol everything? A. I'want to control nothing.

haveA ‘

Q. You like a little if it does not hurt you. Competition that

‘hurts you you do not believe in? ~ AV I do not mind it. - Now,

another pomt This ' mdy be a sensitive subject. I do not want to
talk of it. This is probably the only chance I will have to speak

“of it, but- w1thout you have control ‘you can do nothing.

Q Unless you have control cannot do what? A. Unless you

O. Well, T guess that is right.” Is that the rea *yo}u yvant’,to

Moxey “TRUST TMPOSSIBLE

. Q. What is the’ pomt Mr. Morgan you want to make?

A, What I say is thls That there is nothing wn the world by which

'v(m ‘can make a 111om>y rust. /,
Q. What you mean is “that there is no way one man can get

» it all? A ‘Or any of it, or control of it.

Q. He can make a tt‘y of it?  A. No, sir; he cannot. He may
have all the money in Christendom, but he cannot do it. )
Q. Tf you owned all the banks of New York with all their

resources would you not’ come pretty near having a control of credit? -
'A No, sir, not .at all. ' '

Q. Supposed you ‘owned all the banks and trust companies, or

“controlled them, and somebody wanted to start up in the steel busi-

ness, you understand, against the United States Steel Corporation.

"'fYou would be under a duty, would you not, to the United States

Steel Corporation to see that it was not :ubJected to ruinous com-

petition? A. No, sir. It has nothing to do with it.

Q. You would welcome competition? A. I would welcome

. compet1t1on
Ty

Q. The more of”]tlthe better? A. Yes.

“Mr. UnTErMYER: Whether this comipetitor would be able to
get the money from the banks that Mr. Morgan controll ed “
“Yes, he would,” said Mr. Morgan very positively./”

Q. That is what you.would be there for?  A. Yes.. .
Q. Some other man who rmorht control mwht not take the view

sk

you have? A. He would not have the, control

Q. Your idea is that when a man has got a vast power such as

- you. have——you admit you. have, do you not? A. 1 do not know

it, sir. * .
Q. You, admlt you have do you not? AI do not think T

S

Q. You do not feel it at a,llp A\. N_'_o,‘I; do notfeellt
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Q. Well, assuming that you have it, your idea is that when a
man abuses it he loses it> A, Yes, and he never gets it back again
cither.

' Q. Have you any instance in your mind of any such man who
has had any such power and control to experiment with? A. No,
but T know from experience.

Q. Experience of your own? A. No, what I'mean to say 1s
this: the question of control, in this country at least, in money is

petrsonal.
i Cannor ConTrOL CREDIT !
0. How about credit? A. In credit also. i
?* ‘ Q. Personal to whom-—to the man who controls? A. No, no. |

Ile never has it. He cannot buy it. All the money in Christendom
and all the banks in Christendom cannot control it.
(). But have you not seen many instances in the history of this
country of financial men getting vast control and abusing it through
a long period of years before they lost it? A. No. '
(). I do not want to be individous by stating illustrations, but
have vou known of men in some particular departments such as |
the railroad, getting control and abusing that control for a series of '
years before they lost it? A. I have, but I say that I am not dis-
cussing the questions of railroads or merchandise. I am talking
about money and credit.
~ ~ Q. You admit that men may get control of railroads or business
enterprises and monopolize them and so abuse their privilege? . |
i A, Yes. 3
Q. And retain that control? A Yes.
O By the force of their power? A. Yes.

¢ 7 Q. And you say that so far as the control of credit is concerned i
they cannot do the same thing? A. Of money, no. They cannot :
control it.

Somr Comprrition Goop

O But do you think that a competitive condition in the bank
and frust companies of New York is more or less preferable than
a concentrated control over those banks? A. I would rather have
competition. 4

Q. Would you rather have it freer, and the freer the better? :
A. Up to a certain extent I would have it free.

O Let us see if the same groups converge and come together in
cach of the great banks. Does not that interfere with competition
hetween them? A. No, I do not think so.
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© Q. Do you think that the same men, that the same groups com-
mg tovcther can dominate a number of institutions; can still keep
‘competition open between those institutions? A, Certdinly, because
they have to have a board of directors. '

Q. You know every big thing is run by one or two men?
A. No, T do not know that.

Q. Your firm is run by you, is it not> A. No sir.

O You are the final authority, are you not? A. No, sir.

0. You never have been? A. Never have.

(). You do not believe that great projects are best concentrated
in the management or hands of one or two men? A. No, sir.

Q. You think they are best managed when the responsibility is
scattered? A. It cannot he otherwise than scattered.

Drvipep RFSPONQIRII 1Ty BrrTER

Q. Do you think a rallroad can be run better by a board of
by © “directors than by some one man? A. I think it would be run better
‘by the board of directors.

P 7 Q. Do you not believe in individual responsibility in great enter-
j prlsee" A. No, I do not.y

0. Do you not know that great enterprises have been built up
‘in that way Dby the efforts and responsibility of some one man"’
A. Not necessarily, no, sir.

k : Q. You think the prosperity of many of the great systems in
this country is due to the directors as a body? A, ,)In a great many
Jases, yes, sir. '

Q. This is your experience? A. qu sir.

Mr. 1\IorOfan acknowledged that the boards of directors left most
of the business to their executive committees, but he did net find
that the executive committees leave pretty much everythmo to their

; m'magmcf officials

“Mr. Morgan said he believes in divided as 1g1mst concentrﬂed
responsibility.

(). But you do believe in concentrated power, do you not?
A. I'do not exactly understand that.
. Q. Power to do things, confided and dclevated to some one
man. A. That is a question of personality.

Dirostirs Come or THEMSELVES

i "~ Counsel reverted to the subject of bank concentration in New
" York. He pointed to the Guaranty and Bankers Trust companies.

He said that twelve or fourtecen of the Bankers Trust Company
wete directors of the Bank of Commerce and a large number of




1

the directors of the Guaranty Trust Company were in the Bank of
Commerce; also a large number of the directors of the Guaranty
Trust Company were in the Bankers Trust Company, and vice
versa. With those three institutions located in the same section of
the city Mr. Untermyer wanted to know how there could be com-
petition among them under such circumstances.
Mr. Morgan contended that they did not do the same kind of
business, and he rather doubted whether they competed for deposits.
o “I have been in business a great many years in New York,”
said he, “and I do not compete for any deposits. I do not care
whether they ever come, but they do come.”
“But,” said Mr. Untermyer, “everybody is not so fortunate.”

“The parties that have their money to deposit deCJde that ques-
tion,” said Mr. Morgan.

Every Baxk Gers Its SITARE

Q. Your idea is that the Bank of Commerce, or any other great
institution, should not try to get business, but just sit down and
wait for it to come? A. The Bank of Lommerce if it transacts
its business right, will get its share of the business.

Q. Suppose it wants more than its share? A. It cannot get it.

(). Tt often does, does it not? . A. Then it ought not to have it.

4 (). What determines what is its share of the business?  A. The
public will decide that.s

\Tl Morgan sal(l he had never known of a case of thls kind

to- run “to excess.

(). Let us take a case like the Bankers’ Trust Company, that
went from $5,000,000 of deposits to $168,000,000 of deposits in
nine years. Did they get there by sitting there and waiting for the
business? A. They got it because people wanted to send morey to
them.

(). Do you not helieve they got it by going out after it? A. I
do not believe they did.

4 Q. You did not help them get it, did you? A. I have done
everything I could to help them.

Q. And the same is true with reference to the Guaranty Trust
Cdmpanv?’ A. Yes, but that had already grown before I was——

(. It had grown as compared with the way it grew after you
took Told of it, had it? A. I helped the banks, vyes.

The witness attributed the great growth of the Bankers” Trust
Co., to the activities of a few young men who made the arrange—

'ments
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Q. Did you help them? A. I don’t know as they needed help,
but I always assist young men. :

Q. How about International Harvester? A. I never knew any-
thing about that. Perkins managed that. 1 did not know that there
was a voting trust in that corporation organized in my office until
I read it in the papers a short time ago.

Bank MEercrrs Goop For Pusric

Q. Do you know that the Guaranty Trust Company has merged
five institutions so that it represents to-day six trust companies?
A. Yes.

Q. Do you know that the Bankers’ Trust Company has taken
in two large trust companies? A. Yes.

Q. So these two institutions represent to-day what were
formerly nine large, prosperous institutions.. You approve of that
kind of concentration? A. Yes.' :

~ Q. Carrying that on to its logical outcome, would you approve
of their gathering in all the rest of these banks and trust companies?
A. Certainly not.

Q. How many of them would you think they ought to gather?
A. I'think they have about enough.

Q. They may have to take in some more? A. Yes.

Q In order to get more business? A. No.

Q. As a public-spirited thing? A. Yes.

Q. Why? A. Because it might be necessary to protect some
companies.

Q. They did not take in any of these companies in order to
protect them, did they? A. I do not know.

Q. They were all solvent institutions, were they not? A. They
were all solvent institutions at the time, yes.

Q. And they paid well for all of them? A. They might not
be hereafter,

Q. What would prevent solvent institutions, for which seven
or eight hundred dollars a share was paid, to take them in as these
were taken in, from continuing solvent? A. It was profitable.

Q. Profitable to take them in? A. Yes, and profitable for the
stockholders of the old one, too.

Q. You say that they might have to take them for some reason
of public policy. I am trying to find out in what instance they have
ever taken in a bank or trust company, except for the profit there
was in it, Would you like to stop here, Mr. Morgan. A. I do not
want to stop at all. I am ready to go right on. I would like to get




through. That is all. T have had enough. T wanted to have you
understand my views about the thing. wﬂl stop any remarks on
ymy side, however.

At thls pomt the comrmttee took a recess for luncheon

FORP.IGN BANKS

At the beginning of the afternoon session Mr. Untermyer ’began
his examination of Mr. Morgan on the system of cumulative voting
of stock in Européan banks.” In the case of ‘the' Bank of England,
each, stockholder, holding -500.shares of stock or,more has but one
vote, regardless. of the amount of his holding. L1m1tat10ns, more
or less extensive, are imposed on bank stockholders in other, Euro-
pean countries,

‘Mr. Morgan when asked if he was famlllar Wlth anhsh .and
continental laws restricting the voting powers of banks over stocks,
replied that he thought he was. Untermyer, wishing to ‘refresh.his
memory, read the regulations of the national banks of England,
Tfrance, Scotland, Russia and Belglum which limit the number of
‘'shares one person may vote and restrict the classes of stockholders
from which the directors may be chosen. The counsel for the
commlttee then asked:

© Q. Do they permit cumulative votmg on the Pennsylvama rail-
,roadP A.. T don't know./

Q. Do you know that m1nor1ty representahon on boards is hard
to get? A. Yes.

Q. Don’t you think such representahon is desxrable? AT
“should think so.

To a question by Mr. Untermyer,  “In your ]udgment cumu-
Tlative voting would be an improvement upon the present system,
would it not?” Mr. Morgan replied: “I do not. think it makes
much difference.”

. 9. Do you not think it makes much. dlfference whether the vast
'ma]orftv of a corporation is represented in the Board and has the
right to know what is going on, rather, than to.have a bate majority
control? . A. T think it is very desirable/ I see no objecﬁon to ‘it.
But. those ﬁcures that you have read seem ‘to me to indicate‘a_sort
of voting trist in.the case of all of those people owver theré.
Q. (‘n the contrary, do you not see that those figures make a
voting trust impossible? = A. On.the contrary, I consider them a
" voting trust.. They prevent. stockholders from being represented.

0 0. bnder that system | if you had a votmg trust, as you have
fvotmg trusts of the majority of the shares of a corporatxon you
could not vote in- ‘all the DJrectors anvway, cou]d you? AL No. .
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Q. You could only vote on a small proportion of them. The
people who did not choose to give you a voting trust on their stock
would have representation in the Board, would they not? A. I'do
not want to suggest such a plan, but they could very easily transfer
the shares into different names so that they could accomplish the
saime purpose.

Q. But you know that over there this sort of hocus pocus does
not go, do you not? A. I think the records will show otherwise, sir.

Q. Do you not know that the laws there prevent the consolida-
tion and concentration of banking control by prohibiting directors
in one bank from being directors in another bank? A. Yes; but
I would like to say in reply to that that there is no place where
mergers and consolidations and all that have taken place to the same
extent that they have in England during the last twenty years.

Q. Not in the banking world, have they? A. In the banking
world.

Q. Do you know that, quite in contrast with our systems, those
groups over there are absolutely independent of one another, that
they have not any common Directors at all, and are not allowed to
have? A. I did not know that that was so.

CaritarL Too Scarce For New Roaps

" Q. Is it not the fact that in this country there has been a
consistent and continuous and increasing cementing and concentra-
tion and consolidation of the great railroad systems? A. I think
that is true.

Q. Do you attribute the absence of competing railroad building
as against the great systems to the dominance of the banking in-
terests in those great railroad systems? A. I do not..

Q. And do you not know that unlike our own situation, if a
man has a good project in England and he goes to one group and
cannot get his business done, the other groups take it up very readily,
and that they have no connection with one another? A. Oh, that is
very possible.

, Q. TIs not that a very much more healthful condition of things
than to have the groups interlocking so that if one refuses the busi-
ness, you cannot get it done at another? A. I do not think that
exists to any extent here.

Q. Is it not a fact that in this country there has not been in
the last ten years, any railroad construction of parallel or competing
lines to any great system existing here? A. I understand that to
be so; yes.
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Q. And is it not the fact that in this country there has been a
consistent and continuous and increasing, cementing and concentra-
tion and consolidation of the great systems? A. T think that is true.

Q. Do you attribute the absence of competing railroad building
to the fact that in this comparatively new and growing country there
i< not any need for any more railroads? A. I do not.

Do you attribute it to the difficulty of getting new capital?
A I'do. T think it is owing in large measure to the fact of the
want of protection against railroads that hds been current m thl‘i
country for the last ten years.

' O You mean the want of protection to the railroads? = A, Fo:
the r'nlroads yes. Nobody wants to put money into a new ra11ma<l
in these times. /

The railroads are doing pretty well, are thev not? A QOme
of them are. The old ones are. Yes.

Morcan Skrks No Power

© Q. Take for instance, the Reading road. You and Mr. Baker
dominate the anthracite LOdl road situation, do you not, together?

A. No, we do not. At least, if we do, I do not know it.

Q. Your power in any direction is entlre]) umomcmue to you,
is it not? A. Tt is, sir, if that is the case.

Q. You do not think you have any power-in any departmcnt of’
industry in this country, do you? A. I do not. ;

Q. Not the slightest? A. Not the sl1ghte9t

Q. And you are not looking for an) Al T am not seel\mg
it, either. ’

Q. This consolidation and amalf’amatmn of systenis and in-
dustries and banks does not look to any concentmtmn does lt?
A. No, sir.

Q. It looks, T suppose to a dispersal of ‘interests 1ather than
fo a concentration? A. Oh, no; it deals witl things-as they exist.

Q. It is for the purpose of concentratmg the interests that you
do amalgamate, is it not? A. Tf it is desirable yes. Tf it is Or00(1
busme%s for the interests of the country to do it, T do it.

- Q. But, Mr. Morgan, is not a man Tikely, quite subconecrouelv,
to imagine that things are for the interests of the coun‘my when they
are good business? A. No, sir.

Q). You think that you are able to justly and impartially differ-
entiate, where your own interests are concerned just ‘as clearlv as
though you had no interest at stake, do you? A Exactly, sir. -
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Q. And you are acting on that assumption all the time, are
you not? A. I always do, sir.

Q. Of course there is a possibility of your judgment being mis-
taken, is there not? A. Oh, I may be wrong in my judgment, but
I do not think it lies in that direction, )

Q. Does it not go somewhat on the theory that the wish may
be father to the thought? A. I do not think so. ‘

Tur EQuipMenT CoMPANIES

Mr. Untermyer seemed to question this. He took one case as
an illustration.

“Assuming,” said he, “that you and Mr. Baker and your few
partners and associates dominated the great railroad systems of the
country and you were interested in the American Locomotive Com-
pany and the Baldwin Locomotive Company, what chance would a
new locomotive works have?”

“They would have plenty of business,” repliel Mr. Morgan.
“We would not give all the business to one company.””

Q. That is the reason you have two, is it not? A. Yes, and if
there was another one we would probably use that. We cannot get
our locomotives now.

Q. You issued the securities of the Baldwin Locomotive Works
—your irm?  A. Yes, it was done in Philadelphia. I do not know
the details.

Q. Your New York house participated? A. It is the same
thing, sir.

Q. And you pool the results? A. It all goes into a pool. Yes.

Q). So {far you have had no reason to complain, have you?
A. I do not complain of anything, sir.

Q. The locomotive manufacturers of the United States had
combined and formed the American l.ocomotive Company, and the
Baldwin Company was not init? A. It was not in that combination.

Q. Then you took hold of the Baldwin Company? A. Yes.

Q. Are there any other companies? A. T do not know.

Q). Do you know of any that get any business in cars or loco-

motives? A. I do not know anything about the details, but we
certainly would not give the business all to one company or to two
companies.
.7 Q. Do you think it is a healthful condition to have industries
so concentrated that the interests in the supply company are alike
or similar to the interests in the railroad company? A. But they
are not.

Q. Let us see if they are not. Are not the interests of the




Baldwin Locomotive Company dominated by the same interests that !
dominate the railroad situation? A. No.
Q. You are responsible for the securities issued? A. Morally,
yes. ' : '
Q. When trouble comes, do you not consider that, as the issuing
house of these securities, you are under the duty to protect the ‘
securities? A, Yes, if they get into trouble. ?
(. Suppose they should get into trouble through threatened new :
competition ; do you think you would be under no duty to them to
throttle it? A. No, I do not.,”

Tur Reaping CaAse

. Q. Are you familiar with the evidence in the Temple Iron Com-
pany case, which was decided a few days ago—the Reading road
case? A. I know there was something of that kind, but I do not
remember the details of it now.

Q. Do you remember the decision a day or two ago? A. Yes.

Q. Do you remember that at that time Mr. Bacon conducted the
negotiations by which these parties were taken in and the railroad
was not built? A. I do not.

Q. Do you know those facts were proven in that case? AT
do not know anything about the case.

Q. You were not familiar with the facts in that case?” A. No,

sir.

As 1o StirLING COMPETITION

* Q. Then you consider your firm, as fiscal agents, and as promot—
‘ing and being Tesponsible for securities of the railroad system under
no sort of obllgatlon to discourage or prevent a competing railroad?
A. No, sir.

Q. You know a competmg railroad might ruin you? A. I
could not help that. ;

You would not try to help it? A. Something might occur
that might necessitate it. "I cannot say what I wou]d do, but on
general principles I should not.

Q. I would rather have a concrete case, for instance, like thc
West Shore Road paralleling the New York Central, you thought
tle Dbest policy was to buy up that competition, did you not? l
A. Yes. i

Q). These concrete cases are occurring from time to time, are
they not? A. The New York Central wanted to lease it.
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Q. That meant doing away with competition, did it not?
A. That was the effect of it, yes.

Q. Do you believe in buying up competing railfoads? A. That
is a general question, I take each case by itself. I want a concrete
question.

- Q. You were concerned, were you not, in the efforts to destroy
the competition between the Great Northern and the Northern
Pac1ﬁc through the organization of the Northern Securities Com—
pany? A. 1 put them together

Q. You mean so as to do away with the then existing competl-
tion between the two lines? A. Yes, I suppose that was it.

Q. Do you think that is a ]ustlﬁable thing? A. Tt (lepends
upon each particular case by itself.

Q. Take that particular case. What would be your justification
for destroying that competition? A. I do not know.

Q. What would be your justification for destroying that com-
petltlon? A. T do not know.

(). The same policy would dictate, would it not, buying com-
peting industrials, or industries, and putting them together? A. No.
of record.

Take, for instance, the United States Steel Corporation .To-day
I would not buy anything.

Q. I know, because you have got enough now to have a very
commanding power, have you not? A. No, not that, either.

Q. You did engage in buying up competition there in order to
form a company, did you not? A. No; I bought it up for the pur-
pose of having a corporation which in itself could manufacture all
kinds of steel.

Mr. Untermyer then began to question Mr. Morgan about the
Steel Trust suit, but suddenly stopped, saying that the suit was in
the courts and that the questions were improper.

Trar Eguitasre LLIFE Stock

. Q. You bought the control of the Equitable Life Insurance

Company, did you not? A. I did, sir.

Q. From whom? A. From Mr. Ryan and Mr. Harriman.

Q. And what was the amount of the par value of the stock
which you bought? A. Five hundred thousand doilars.

Q. No, it was $51,000. A. Yes, $51,000..-

Q. The total capital of the company was $100,000, was it not?
A. I have not the books with me. Whatever it was, it is a matter




A é} Fifty-one thousand dollars. There were 510 shares of stock?
. Yes.

- Q). What is -the amount of dividends to which that stock is
entitled? A. The regular dividend is 7 per cent.

Q. That is all it ever has paid—that is, $3,570 a year? A. Yes.

-Q. And you paid how much for thatP A. I.do not know the
amount.

Q. About $3,000,000, was it not—two and a half millions and
the interest that had accrted? A. Somewhere in that neighborhood.

Q. About $3,000,000. On that investment of $3,000,000 the
return in dividends is $3,570. It yields a return of about one-eighth
or one-ninth of 1 per cent. a vear? A. I believe so.

Q. Are Messrs. Stillman and Baker associated with you or
interested in that purchase? A. Not as it stands to-day.

Q. Have thev never had any interest in that purchaee? ATt
has never been consunumated.

Q. What was the understanding as to their being mtereqted with
you in that purchase® A. I cannot tell you that, sir. ‘That is private
business of my clients.

Q. But it seems to me that the question of whether you had or
have associates in that purchase in the form of Mr. James Stillman
and Mr. George F. Baker is not a matter of private business. Did
they not agree to participate with you in that business? A. I should
like to consult my counsel.

Mr. MorGaN (after consulting with counsel) : Mr. Chairman,
neither Mr. Baker nor Mr. Stillman has ever had any interest in it,
but it is understood that if I want to they will take half of it at any
time I say so. '

Q. When was that understanding reached? A. T do not knOW'
I think it has practlcally been so from the beginning.

Q. From the time you took it? A. Yes..

Q. And they are under obligation, then, to take half of the
interest off your hands? A. If I wish it.

Q. Ts there any writing on the “subject? A. I do not know
whether any writing has passed on the subject or not. (After con-
sulting with counsel.) There is a writing on that subject

(). May we have it? A. You may have a copy of lt, yes, sir,

BOUGHT FOR Goon OF SITUATION

Q. You may explain, if you care to, Mr. Morgan, why vou
bought from Messrs Ryan and Harriman $51 000 par value of stock
that paid only $3,570 a year for approximately $3,000,000 that could
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yield you only one-eighth or one-ninth of one per cent. A. DBecause
I thought it was a desirable thing for the situation to do that.

Q. That is very general, Mr. Morgan. Will you speak of the
situation? Was not that stock safe enough in Mr. Ryan’s hands?
A. 1 suppose it was. I thought it was greatly improved by being in
the hands of myself and these two gentlemen, provided I asked them

to do so.

Q. How would that improve the situation over the situation
that existed when Mr. Ryan and Mr. Harriman held the stock?
A. Mr. Ryan did not have it alone.

Q. Yes, but do you not know that Mr. Ryan originally bought
it alone, and Mr. Harriman insisted on having him give him half?
A. 1 thought if he could pay for it that price, I could. I thought

~ that was a fair price.

Q. You thought it was good business, did you? A. Yes.

Q. You thought it was good business to buy a stock that paid
only one-ninth or one-tenth of one per cent. a year? A. I thought so.

Q. The normal rate of interest that you can earn on money is
about five per cent., is it not? A. Not always, no. I am not talking
about it as a question of money.

Q. The normal rate of interest would be from four to five per
cent. ordinarily, would it not? Where is the good business, then.
in buying a security that only pays one-ninth of one per cent?
A. Because T thought it was better there than it was where it was.
That is all. .

Q. Was anything the matter with it in the hands of Mr. Ryan?
A. Nothing.

Q. In what respect would it be better where it is than with him?
A. That is the way it struck me. '

Q. Is that all you have to say about it? A. That is all I have
to say about it.

Q. You care to make no other explanation about it? A. No.
~ 7Q. The assets of the Equitable Life were $504,465,802.01 on
December 31, 1911, Did Mr. Ryan offer this stock to you? A. 1
asked him to sell it to me. - :

Q. Did you tell him why you wanted it? A. No. T told him
1 thought it was a good thing for me to have.

Q. Did he tell you that he wanted to sell it? A. No, but he
sold it.

Q. He did not want to sell it, but, when you said you wanted it,
he sold it? A. He did not say that he did not want to sell it..

Q. What did he say when you told him you would like to have
it, and thought you ought to have it? A. He hesitated about it, and
finally sold it. ‘
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Q. He also sold the Morton Trust Company, did he not, to the .
Guaranty Trust? A. I do not know. I suppose the stockholders
sold that.

. Do you not know that he had control of the Morton Trust?
A. I do not think he had it.
© - Q. He was in control at the time of the sale, was he not? A. He
may have been the negotiator. I do not know. I had nothing to do.
with those negotiations, so far as he was concerned. ‘

Q. You had nothing to do with the acquisition of the Morton
" Trust stock? A. All that T did was to buy Morton’s.

-Q. You bought Morton’s interest? A. Yes.

(). Who bought Mr. Ryan’s interest? - A. I do not know. The
Guaranty people, 1 suppose.

Q. After you bought the Morton interest, did you put it into
the Guaranty? A. I put it in with the others—those who bought the
stock put it into the Guaranty. I have never had any question about
the disposition of the Equitable Life stock. My idea has always been
to have it turned over to the policyholders.

PoricyrmoLpbers SHouLd OwWN STtock

Q. Let us see about that. You mean turned over, provided you
got the $3,000,000 back? A. Just what I paid for it. That is all.

Q. You know what that means, do you not—turning over an
insurance company to pollcyholde;s? A. 1 do not know how it could
be done—the terms of it, at all. Whatever was to be done was to be
done by trustees. The stock was in the hands of the trustees I have
no contml over it, in any way, shape or manner.

70, What T want to know is this: Do you not know, Mr. Mor-
gan, from your experience with life insurance companies, with
mutual companies, that the men who are in the saddle are the men
who continue to control a life insurance company, whether it is
mutual or stock? A. No, not necessarily that. .

Q. Have you ever heard of a case in which the policyholders.
have ever been able to take it out of the hands of the men who
control it? A. That has always been my idea.

Q. Have you ever heard of a case in which they have been able
to do that? A. I donot know.

Do you not know the case, for instance, of the Mutual
Reserve where the men went to jail, and they could not change the
control of the company? A. I do not know anything about that. I
am not seeking that occupation.
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Q. Do you not know that the policyholders' control amounts to
nothing, as against the management, who have the agency force
under their domination? A. I do not know anything about that. I

- think the lLegislature of the State of New York could fix that..

Q. They have not fixed it yet, have they? A. I am living in
hopes.

Q. You are living in hopes of getting back your money? A. No,
I do not care anything about the money.

Q. I do not understand why you bought this company. A. For
the very reason that I thought it was the thing to do, as I said.

Q. But that does not explain anything. A. That is the only
reason [ can give.

Q. Tt was the thing to do for whom? A. That is the only reason
I can give. That is the only reason I have, in other words. I am
not trying to keep anything back, you understand.

Q. I understand. In other words, you have no reason at all?
A. That is the way you look at it. I think it is a very good reason.
Some of these days you will agree with me.

Q). You can never tell what may happen. Some of these days
you may agree with me, Mr. Morgan. A. Very well. That may be.
11 T do, T shall wait for a good reason.

Q. In the meantime, I wish you would give me a good reason,
or any reason, why vou should have bought that stock, except the
fact that you thought it was the thing to do? A. That is the only
reason [ have. The reason I called it up again was that I wanted to
call the attention of the members of the committee and yourself to
the fact that T did not buy it to make money. 1 did it because I
thought it was better in the hands of these three gentlemen.

Stock SHoULD NOoT BE SCATTERED

Q. It was in the hands of three equally eminent gentiemen,
was it not? A. They were very eminent. [ have no criticism of
anybody.

- Q. Why was it not as good in Mr. Ryan’s hands as it was in
yours? A. No, no. I thought it was best to have that stock where
there was no danger of it being divided up into small lots. Mr. Ryan
had already sold half of it, and you could not tell. Mr. [arriman
died a few months afterward, and if that had gone into his estate,
you could not tell how it would have been divided. Those are the
things that I had in mind. 1 am trying to show you some of the
things that went through my mind. The only reason I did it, on
which I am willing to stand up before the community or anybody, is
that I thought it was the thing to do. :




(). That is a little nebulous, is it not? A. You may call it so,
but I do not look at it in that light.

Q. You know, do you not, Mr. Morgan, that Mr. Ryan origi-

nally bought that stock alone? A. I only know that he owned it at
one time. '

Q. Do you not know that Mr. Harriman insisted on his dividing

it with him? A. That was afterward. It could not have heen so

bad—that is another point—if Mr. Harriman was so anxious to get
half of it. ' :

Q. I do not think it was; but I am trying to find out where the
money was in it at one-ninth of one per cent. return. A. My friend,
if T should attempt to tell you where the money is in every transac-
tion I make, I would have a very hard time of it ,

Q. You would not be able to do it? A. I have given you, from
my heart, the exact facts.

Q. I know you have, Mr. Morgan, and I am trying to find out
the real reason for this thing. A. 1 have no reason, except the one
I have already given you. ‘

Q. You say there was danger of it being divided into small lots?
A. T did .not say there was danger of it, at all. I said there was a
possibility of it. ‘

(). What would be the harm of it being divided into small lots?
That would be a good deal like having a mutual company, would it
not? A. Then, if the company did want it, which was commonly
discussed, as to the policyholders having it, it could not have been
had.

Q. Do you not think that a stock that was paying one-ninth of
one per cent. return could readily have been had by somebody, who
wanted to give money for it that would yield five per cent. return,
or forty-five times what it was yielding then? A. I know nothing
about that, sir. I am willing to take the criticism or the credit, or
whatever it may be, of the transaction. I only say this, that T did
it because I thought it was the thing to do; and that is the only
reason I had, and the only thing I can say.

Q. We are trying to analyze that? A. You cannot analyze it.

Q. [f this stock were divided into small lots, it would be almost
equivalent to mutualizing the company, would it not? A. Not at all.

Q. No one man would retain control”? A. It was not a question
of control.

Q. Take the New York Life and the Mutual Life. They are
hoth mutual companies? A. T thought there was, at one time, some
stock in the New York.
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Mgr. Linagury: If you turn to me, for once I shall be with
you. They are both mutual companies.
Q. If the stock was divided into small lots, there would be less
danger of some one man controlling it. It would be more like a
mutual company? A. I am not afraid of anybody trying to control
it. If there was a committee appointed, wanted it, nobody could
deliver the control of that stock.
Q. If a man could get forty-five times the return it was bringing?
A. No, sir. If a man came to me to-day and offered that price for
it I would not take it.
Mr. Untermyer put in evidence data furnished by Mr. Morgan
with regard to the proposed mutualization of the Equitable. Mr.
Untermyer also offered as evidence data relating to the Equitable,
the New York Life, the Mutual and the Metropolitan companies. .
MRr. Morcgan: Had not those better be read, as to the
amounts, etc.?
Mgr. UnTeErMYER: They are very long.
Mgr. MorGaN: Just as to the amounts, I mean.
Mgr. UntermyER: They will be read when they are aggregated.
Is there anything you want to say after talking with Mr. Nicoll
just now?
“MR. MorcaN: I do not know of anything T want to say except
I was just thinking about the condition of affairs at the time. Mr.
Ryan at that time was not in good health. You asked me for the
facts. : :
Q. You said he did not want to sell? A. I did not say he did
not want to sell. He did not offer it to me. )
Q). Then it was not because of his health that he finally sold?
A. No;but I was thinking of where the thing might go. T only want
to get the facts. I only want to explain why. o |
© 0. It was not on account of his health, was it, that you paid
$3,000,000 for securities earning $3,570? A. I would have bought
it anyway rather than have it go into hands that might have been
injurious.
Q. But he was not offering it to anybody, was he? A. No; but
I knew he had it. .
Q. Was it injurious there? A. I have explained it. I have
nothing more to say on that subject. .

Tue Skcurity COMPANIES _
- Q. Were you consulted with respect to the organization of
this City Security Company by the City Bank? A. No, sir.
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Q. Or the First Security (ompam by the [irst \dtumal ]>anl\°
AL \o sir. ’

Q. Do you not know why thoec two security companies were
formed from the First National Bank and the th\' Bank? A. I’
have'my impression. 1 do not know anytlmw about it.

Q). You are a large stockholder in both, are you not?> A. The
firm is; yes, sir./

(). And you recetved: your stock as a dividend from the bank,
did you not? A. I do not know whether it has ever been delivered.

Q. You are entitled to that stock, and it was in the way of a
dividend, was it not—that is, each bank, the First National Bank
and the City Bank, declared a dividend of $10,000,000, and with that
these companies were organized? A. Yes, as I understand the case.

Q). What do you understand to have been the reason for the
organization of those companies? A. I do not know, except that I
supposed they wanted to do business in securities which as a bank
they could not do. I do not know anything about that.

Q. Do you know anything about the operations of these two

companies? A. [ do know to a certain extent.
/4 Q. They buy stocks of other banks, do they not> A. They deal
m securme: the same as any other trust company.
(). Did not they buy stocks of a vast number of small banks
A. T'do not know anything about the City at all.
Q. You are a large stockholder in the City? A. I cannot help
it—1I do not know anything about the details of the work. 7

$1,50G,000——A SMALL AMOUNT

(2. 1 do not think you want to help it. either. But you are a
large Tholder, as a fact> A. The firm is. 1 am not individually, 1
thn)l\ if [ am, it is a small amount.

7 (). The firm has $1,500.000 par value, has it nit> A. What

have T got?
(). That is largely vours, is it not? A, \one of it is mine,
except as a member of the firm.
(). That stock is quoted to-day at what price? A. 1 do not
know—four hundred and something,
(). So that would be at present value about $6,000,000 in value?
AL Yes.

0. You would not call that a small holding, would you?

That is not a controlling interest. is it?
(). But it is not a small holding in dollars and cents. A. No,
[ should hardly call it a small hol(lmg, but it 1s not a controlling
interest. .,
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Q. It is not a stock control? A. It is not a thing that requires
constant watching and all that, like other securities.

You do not know, do you, whether that company distributed
$10, OOO 000 to put into th1s security? A. I do not know. I know
it was discussed at one time, and I understand it was given up, but I
have not heard anything more,

Q. The company is still in existence? A. I do not know. If
anybody should ask me, I could not tell them, to save my life.

Vorep Wit ASSOCIATES

Q. Do you think it a wise thing for a national bank to have an
attachment of that kind? A. I do not feel called upon to pass upon
the action of my associates one way or the other.

Do you not think you ought to, in a matter affecting a
natlonal bank in which you are so largely mtcrestedp Al voted in
favor of it.

Q. Then you approved of it? A. I did not say I did individ-
ually, but as a stockholder my proxy went in favor of the transaction.

Q. Personally, did you approve of it? A. I have not said and I
do not feel called upon to say that. I do not think that is a fair
question.

Q. Why not? A. I mean to say my firm as a stockholder voted
for that thing, and as such I approved it.

Q. We are investigating here, you know, the concentration of
money and credit and the question affecting the national banks and
their relations to concentration of money and credit, and in that
connection I would like to ask you to tell us in a general way whether
you think it is a wise public policy to permit a national bank to have
organized out of its surplus a company that circulates or invests in
stock in which the bank cannot deal, with identical directors and so
tied to the bank that the stock of that company can neither be sold
nor bought except in connection with the stock of the hank? Do
you think that is a wise thing? A. Tt can be distributed.

Q). Do you not know it cannot be distributed except—— A. To
the stockholders of the other.

(). Do you not know that one cannot be bought or sold without
the other? A. It might be distributed—-as I understand it—T do
not know ; I may be wrong. - It is attached and can be distributed at
any moment. v

Q. It cannot be distributed except in proportion? A. They
have to distribute it to the people that paid for it. It belongs to the
people that paid for it.




Q. Yes; but that is not what I am trying to get at. Do you
not know that each stockholder of the National banks must own
the same proportion of stock in the holding company that he holds in
the bank, and that each stockholder of the holding company must
own the same proportion of the stock of the bank that he holds of
the holding company? A. No; I do not know that,

Q. Do you not know the arrangement? A. No; not as you
have stated it.

Q. In what respect does your recollection in regard to that
transaction differ from mine? A. T understand that as far as the
banks were concerned they were criticised or people discussed the
question of their doing business in securities. This is what I under-
stand to be the case, although it was natural, and, as far as the
Directors of the bank knew, it was legal. That being the case they
got this idea. - It is not a new one in New York. It exists in Chi-
cago'and other places, too—the same thing. It started in Chicago.

C onsequently they formed another company of the same capital as
- the bank. -

Q. Noj the other company was of a less capital than the bank,
was 1t not?> The capital of the other company was $10,000,000 and
the capital of the bank was $25,000,000. Is not that rlght? A. No;
I think not.” You are talking about the City? - '

THE FIR%TS Security COMPANY: -

Q. Yes. A I am talking about the First. I know nothlng
about the City. - I know nothing about their contracts or anything
of that kind. * I am talking now about the First. The First had the
same capital, and then the stockholders paid for their stock separate
from the bank; and then the dividend at the end of the year, or
whenever it was, was paid them, which was the same amount.

" Q. Is it not the fact, then, that this disposition of $10,000,000
of the bank’s assets was made, and put into the security company,
with the proviso that the stock ‘of the security company would have
to be owned by the same people, and in the same proportion, and con-
tinue to be owned by the same people and in the same proportlon
as that of the bank? A. That is so; yes.

Q. And the wisdom and the propriety of that is a thrng on
which you do not want to pass? Is that right? A. Oh, no; but
you asked me if I thought it was proper, and I say I voted for it,
and that is all T can say. ‘
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Ture Crearing House

Q. Are you at all familiar with the Clearing House situation?
A. No, sir.

Q. But you understand how it is operated? A. No, I do not
know anythirig about them except they clear checks every morning.
That is all T know about it.

Q. Do you see any reason why a solvent bank that is approved
as to solvency by the banking authorities, having charge of it, should
not be entitled to become a full member of the Clearing House?
A. That depends upon the organization of the Clearing House, 1
should think.

Q. No, but no matter what its present organization may be,
the question is, as a matter of banking and as a question of justice
and right, do you see any reason why every solvent bank should not
have the right to become a member of the Clearing House associa-
tion? A. T say, it depends upon the by-laws,

Q. I know. But if the by-laws are wrong, the question is
whether they should not be changed? A. There is nobody to change
the by-laws, is there, except the Clearing House itself?

Q. What about the Government? Do you forget about that?
A. No, not at all. The Government can take the Clearing House,
of course. '

Q). The point is this: Do you not think that the Clearing House
association should be put in such form, through the law, that solvent
banks cannot be excluded. A. I do not think so; not unless—

Q. Do you not think there ought to be some authority in the
State or the Government somewhere to give to a solvent bank the
right to clearance through the association? A. Yes, but it depends
upon in whose hands the bank is.

Q. Oh, you think that the competitors of a bank ought to de-
termine into whose hands it should go? = A. For instance, suppose
T were the Clearing House. I should not be in favor of allowing a
man to be associated with me that I thought was a fraud, simply be-
cause he owned a bank which at that particular moment was solvent.

/Q. Let us see about that. Do you think it ought to be left to
a man’s competitors to say whether he is a fraud or not, without
any right or review by the State authorities?, A. I am not prepared
to decide that question. '

Q. I am willing to go into the merits of it, but I do not think
we want to do it this afternoon. Do you know the difference be-
tween a Clearing House member and what they call a non-member
that clears through a member? A. Yes.

46

BLLAR




Q). You know, do you not, that in New York, for instance, the
Clearing House association has a given number of members, sixty-
three members, and that it has twenty-two non-members? You
know the difference between a member and a non-member, do you
not? A. I do not know what you call a non-member.

. Q. A non-member is a bank that clears through a member bank.

Do you know whether or not where a non-member has to clear
through a member the refusal of the member further to clear for
that non-member closes up the non-member bank as a rule?/ A. No.
Q. Do you not know that that has happened in New York
in every instance? A. It depends upon whether or not another bank
would do it. It has not in every instance, hecause T have known
of cases—I could not recall them, but I know there have been cases
—where a bank has cleared one day through the City Bank and the
next day it ‘has cleared through another bank.
i Q. Yes, but as a rule the case in which a Clearing House bank

has withdrawn its clearance privileges from a non-member have been .

followed immediately by the closing of the bank, have they not?
A. That is because they do not think it is solvent. .

(). Do you not think that in such a case a non-member bank
should have a right to the judgment of the Clearing Flouse associa-
tion rather than be dependent upon the judgment and decision of
one hank? A. No, because they are the bank that is responsible.
[f a Clearing House will assume all the indebtedness of the member
that originally cleared for them then 1 would do it.

/- Q. But do you not think that if you had no non-members, that
if the Clearing House were compelled to admit to membership all
solvent banks, that they helieved to be solvent and that the banking
authorities helieved to be solvent, that would do away with any in-
justice that might be practiced by one member on a non-member?
A. No, I should not think so.. -’

Q. You do not think the judgment of the whole association
would be better than that of some one bank? A. Yes.

Q. You think the Clearing House members ought to have sole
discretion as to whether they will keep a man out or let him in?
A. Yes.

Q. With no review at all? A. No review from the Clearing
House.

Q. You do not think, for instance, that there should be a right
of review, with reference to a State bank, on the part of the Super-

intendent of Banks, or, with reference to a National bank, on the .

part of the Controller of the Currency? A. Not if the Clearing
House finds them insolvent, no. ‘ . .
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(). Suppose it turns out that they are not insolvent in the end,
after thev have been closed up? A. That is an unfortunate thing,
but I cannot imagine such a thing. I never heard of a case of that
kind.

(). There have been some instances, sought to be proven here.
A. T never had heard of them.

Mr. Morgan said he had never heard of the Oriental Bank
case in which a clearing house bank was declared to he responsible
for its closing, although it was perfectly solvent at the time.

Q. Did you ever hear of the Metropolitan Bank case. A. No,
T never heard of it.

InsoLviENT BAaNKS

().  Have you no opinion as to whether that judgment and that
final decision as to whether a bank shall be closed and the depositors
injured, should be left entirely with its competitors> A. We were
talking this morning on the question of competition. Now vou are
on the other side of competition?

Q. No; T am on the same side, and so are you, Mr. Morgan.
The question T ask you is as to whether competitors should have the
say of another competitor entlre]y in their hands, to close it up or
let it go on without any review anywhere? #A. If they are insol-
vent, I think they should be shut up at once. There is no other
view possible that T know of.”

Q. Do you not think a review on the part of the banking
authonty would be possible? A. Not unless there is time. The
question of time comes in.

0. 1t does not take long to telephone, does it? A, It does,
sometimes.

CoxtroL or Moxey Dours Nor Coxrror CrReDIT

Q. T want to ask you a few questions bearing on the subject
that you have touched upon this morning, as to the control of money.
.The control of credit involves a (Olltl()l of money, does it not?
A. A control of credit? No.

(). But the basis of banking is credit, is it not? A. Not always.
That is an evidence of bankmg, but it 15 not the money itself,
Money is gold, and nothing else.

Q. The basis of bankmg is credit? A, Yes.

0. Is there any country in the world of which the outstanding
obligations passing as money are supported dollar for dollar by gold?
A, Tt comes nearer to it in It ngland than anywhere else.

Q. Does it not come nearer to it here than in England? A, No,
becatise you have got your greenbacks.+
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A. At any rate, it is largely credit there as it is everywhere,
is it not? A. Yes.

Q. A man or a group of men who have the contrel of credit
have control of money, have they not? A. No, sir; not always.

Q. That is generally so, is it not? A, No.

Q. If you had the control of all that represents the assets in
the banks of New York you would have the control of all that
money? A. No, sir; not in my opinion It may be wrong, but
that is my opmlon

Q. Money is a commodity, and you know you can control any
other commodity, do you not? A. I do not think so.

Q. I thought you said this morning that you could control a
commodity, but you could not control money? A. I say you can
. get a combination that can control business and all that.” You can
control business, but you cannot control money.

Q. You can control a given commodity like steel or wool?
A. Take the question of food, and all that sort of thing. You could
not control that.

Q. T am not speaking of food. A. That is a commodity.

Q. T say there are commodities that you can control. A. Yes,
T suppose there are.

Q. And it is conceivable that every commodity could be con-
trolled, is it not? A. Except money.

Q. Tf a man controlled the credit of a country, he would have
a control of all its affairs> A. He might have that, but he would
not have the money. If he had the credit and I had the money, his
customer would be badly off.

Q. Yes, I under stand that. But it is not conceivable one man
would have the credit and the other the money, is it because the
credit is based upon money? A. But money cannot be controlled.

Crepit Basep oN CHARACTER

Q. Is not the credit based upon the money? A. No, sir.

Q. It has no relation? A. No, sir; none whatever.

Q. So that the banks of New York City would have the same
credit, and if you owned them you would have the same control of
credit as if you had the money, would you not? A. I know lots
of men, business men, too, who can borrow any amount, whose
credit is unquestioned.

Q. Is that not.so because it is believed that they have the money
back of them? A. No, sir. It is because people believe in the man.

Q. And is regardless of whether he has any financial backing
at all, is it? A, It is, very often.
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(. And he might not be worth anything? A. He might not
have anything. 1 have known men to come into my office, and |
have given them a check for a million dollars when I knew they
had not a cent in the world.

(). There are not many of them? A. Yes, a good many.

(). That is not business? A. Yes, unfortuna'tely it is, I do not
think it is good business, though.

Q. Is not commercial credit based primarily wpon moncy or
property? A, No, sir; the first thing is character.

Q. Before money or property? A. Before money or anything
elsc' Money cannot buy it. !

() So that a man with character, without anything at all be-
hind it, can get all the credit he wants, and a man with the property
cannot get it? A. That is very often the case.

Q. That is the rule of business? A. That is the rule of busi-
ness, Sir.

Q. If that is the 1ule of business, Mr. Morgan, why do the
banks demand, the first thing they ask, a statement of what the man
has got, hefore they extend him credit? A. That is what they go
into; but the first thing, they ask is “I want to see your record.”

O Yes, and if his record is a blank the next thing is how much
he has got? A. People do not care then.

Q. For instance, if he has got Government bonds, or railroad
bonds, and goes in to get credit, he gets it, and on the security of
those bonds, does he not? Ide does not get it on his face or his
character, does he? A. Yes, he gets it on his character.

Q. 1T see; then he might as well take the bonds home, had he i
not? A, Because a man | do not trust could not get mone:: from
me on all the bonds in Christendom.

Q. That is the rule all over the world? A. T think that is the
fundamental basis of business.

(). That is the way money is loaned on Wall Street, on col-
lateral>  A. I do not know anything about that. 1 have nothing
to do with it; but that is the principle.

Morcax Loans to Onty WroM Hi Kyxows

Q. You loan on Stock lixchange collateral? A If T know
who he is.

0. You loan it from day to day on the Fxchange, do you not?
Al use(l to do it.

And vou do it now? A, Yes:; I know. That is all right.

() You lend it at the Loan Stand on the Exchange? A, Yes.

() Do you know anyvthing about to whom vou l(nd it? Al
do; at least, T always did.
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0. Do vou mean to say that when people lend, as loans are
made on Stock [xchange collateral, to the extent of hundreds of
millions of dollars, they look to anything except the collateral?
A. Yes, they do right on that point, what 1 did, what 1 used to do,
and T think it is pretty well done now, is this: If a man comes in
and I see there is a loan to Mr. Smith, T say, “You call that loan
right away.” 1 would not have that loan in the box. [ would not
have that loan.

That is not the way money is loaned on the Stock Ex-
change? A. That is the way I loan it. If he is not satisfactory to
me, | call the loan at once, personally. I am not talking of any-
body else’s way of doing business, but I tell you what I think is the
basis of business. ’

2. T want to know if you really want us to understand that the
great mass and volume of loans made on Stock Exchange collateral
from day to day are not made entirely upon the collaterals? A. No,
sir,,”

Q. T do not want to know what you do, but T want to know the
course of business. A. Others do it also; that I know.

(). Every bank in New York, every great national hank down
town, lends money on the Stock Exchange, and the thing they look
to is the collateral. Do you think they ever look at the name?
A. T do not know what the banks do. I know what I do.

Q). T am asking about the banks. A. I do not know what the
banks do.

Baxks Not DoMINaTED BY OUTSIDE INTERESTS

Q. Is it or not a fact that many of the great corpor ations are
dominated by men who have neither stock nor offices in the com-
pany? A. They ought not to be. T do not think they are to any
great extent,

Q. llave you not any instances in mind in which they are so
dominated? A. 1 do not know of any now.

(). Is not the bank's prosperity dependent more largely upon
pcople who can give it bnsme%% than upon any other one factor
except that of manwemem ? A. I never heard of a case of this sort,
T never heard of a case of any bank being controlled by anybody
who gave it business.

O What are the bhanks looking for—Ilarge business, large
deposits? A. Yes, that is true, but they want to know where it
comes from. The first thing is to get the business and the next thing
is the way vou transact your bucme\q

Q. The people who give large business to a bank and who prac-
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tically supply its business and are not stockholders, have they any
potent voice in that bank? A. I never knew of a case.

Q. Suppose $100,000,000 out of $150,000,000 of deposits of a
Bank came through the mﬂuence of one man or group of men. Do
you mean to say that would not give them any dominating voice in
the management? A. I should not think so.

Q. Would not have anything to do with it> A. No, it ought not
to. Any way, I never knew of such a case.

THE SToCK EXCHANGE

Q). Have you considered the qﬁestion as to whether or not the
Stock IExchange ought to be put under some sort of Governmental
control? A. I have never considered it, but offhand 1 should say no.
" Q. If you have not considered it, I do not think we care much
about an offhand opinion. A. Then T do not make any answer to
your question,

Q. Do you not realize that it is important that those Stock
Exchange quotations should represent genuine transactions? A, 1
think generally they do.

Q. You never heard of such a thing as manipulation on Stock
Exchange? A. Oh, yes.

Q. You do not think that is genuine, do you? A. No, not at all.

DouerruL 1r GOvERNORS Favor MANIPULATION

Q. But manipulation is a bad thing, is it not? A. I think
manipulation is always bad.

Q. Do you know that the Itxchange governors think manipu-
lation is a legitimate thing? A. I would like to see the vote on that
subject—I should doubt that.

Q. It has been testified here repeatedly that the Exchange
governors regard manipulation as a legitimate thing. A. You have
not had the majority of the governors here, have you?

Q. Do you think the majority of the governors would hold the
other way? A. I do not know, sir. T would like to see the vote.

Q. You disapprove of it, do you not? A. I do, sir.

Promorers’ Prorirs Suoven Br Discroskp

Q. You know how rigid the rules are in Lluropean countrics as
to disclosures of bankers’ “and promoters’ profits?  A. Yes,

Q. You know in those countries the prospectus has to state all
the contracts between the original vendor and right down to the
selling public? A. Yes.
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Q. You think that is a wise and wholesome thing, do vou not?
AL 1 think so, ves, as a rule.

.7Q. You know, do you not, that in this country the amount of
profits that bankers or promoters make in an enterprise which they
offer to the public are considered a matter of their private business?
Do vou not think that is wrong? A. I think the other way is better.
Whether you can do it in this country, 1 rather doubt..”

Q. Do vou not think it would go pretty far in that direction if
the Stock Exchange were required to have the contracts on file
before they would list the securities® A. No; but I think they would
get up another Stock Exchange.

Q. You think it is a wholesome thing, but if it is done they
would get up an other exchange? A. [ do not think you could do it.
I do not think you could carry it cut if you tried it. ‘

Q. You say it is right and ought to be done? A. 1 should
favor something of that kind, and would assist it, but I should think
the result was rather doubtful.

(). Have you no faith in the patriotism and public spirit of the
Stock Exchange? A. I have, absolutely.

Q. Why do you think they would not do it? A. Decause they
would say it interfered with their business.

Q. Do you believe that the securities of any company, over a
period of five or six years, we will say, are legitimately sold over
from twenty to thirty times a year? A. T should not he at all
surprised.

Q. You mean to speculators? A. Speculators, either long or
short.

Q. And sometimes both ways? A. And sometimes hoth,

SPECULATORS DECOME INVESTORS

Q). You do not call them investors, do you? A. No, but they
become investors. [or instance, take a stock like that of the New
York Central Railroad and sell it 100 per cent. short. You have
increased the capital stock of the New York Central Railroad to
200,000,000, double the amount. In other words, if you wanted
to buy it up, if you wanted to control the New York Central, you
would have to buy $200,000,000 of the stock.

Q. We will say there is $100,000,000 of the stock outstanding.
Somebody sells $100,000,000 short.  He has to get that stock. There
is only $100,000,000 outstanding. Where would he get it, except
from that which is outstanding. A. He would try to buy it.

(). But there is only $100,000,000 outstanding? A. On the
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contrary, if he puts up the 10 per cent., and T had sold him the stock,
I would sell my stock back again and get the 10 per cent,

SHIORT SELLING A NECESSITY

“ (. You mean you can sell something you have not got?> Do you
approve of short selling? A. I never did it in my life that [
know of.

Q. Do you approve of it? A. I do not like it—not that I
wish to criticise it at all, because I do not see how you will get
along without it.

(). Why can you not get along without a man selling some-
thing he has not got, in the way of stock? A. That is a principle
of life, T think. .~ .

' Wortp Not REDUCE SPECULATION

(). Does Wall Street speculation, Mr. Morgan, draw a great
deal of money from the country? A. T think they do, yes.

Q. Would you favor any legislation that would reduce the
volume of speculation? A! No

Q. You would let speculatxon run riot?> A. Yes; provided the
transactions are legal.  You cannot prevent the pubhc buying a
thing that they think is low, or selling a thing that they think is
hlgh

Q. You can prevent them, however, from naming fictitious or
manipulated transactions? A. That is another point. ;

< Q. If the money were not available from the banks to carry
these stocks that are bought on speculation there would be less
speculation, would there not?  A. Then the gold would come from
Europe.

Q. 1 say, there would be less speculation? A. Not at all.
They would get the money.

Q. They would get the money if they had .to draw it from the
country anyway? A. Or from Europe.

Q. They would do that by paying high rates? A. Yes.

Q. A prohibitive rate would not stop money from coming? /
A. Not in the least.

Q. If you had a usury law that would apply to collateral loans
on the Stock Exchange, and was rigid, you think they would get
around that, too, would they? A. Yes; they would make loans in
Europe. ‘
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Bank Direcrors Do Not ExaMINE PRIVATE ACCOUNTS

Q. Suppose, Mr. Morgan, you or one of your partners wanted
to ascertain the commitments of a big operator on the Street, and
the collateral that he had, into how many banks and trust com-
panies could you delve through your own partners holding connec-
tion with them as directors? A. None of them. I do not think
they would be allowed to look at them.

Q. They would not be allowed to know the name. = A. No, sir.

Q. A director would not? A. No, you cannot in a bank in
which you are a director, not in any first-class bank, at any rate,
go and find out how much I have got in that bank.

Mgr. UnTERMYER: Well, Mr. Morgan, I think that is all. I am
very much obliged to you.

Mr. Morgan had been on the stand more than three hours when
he finally was excused and the chairman announced that the com-
mittee would take a recess until January 6.
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