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BANKING OFFICES—ASSETS AND LIABILITIES-1970

A total of 13,705 commercial banks and 494 mutual savings
banks were operating in the United States at the end of 1970. There
were 185 new commercial banks chartered in 1970, the highest
number since 1965. This increase in charters was reflected in a rise
of 24 in the number of operating commercial banks, also the first
such increase since 1965. The number of mutual savings banks de-
clined by three. The total of branches of commercial banks rose by
1,462, and that of mutual savings banks by 101, in 1970.

The number of insured commercial banks increased by 38, to
13,5611 at the end of the year. The total of insured commercial
banks not members of the Federal Reserve System rose by 140,
while declines of 48 and b4, respectively, occurred in the number of
national banks and State member banks. Twelve noninsured com-
mercial banks became insured with continuing nonmember status
during the year, and one noninsured bank converted to a national
charter. Details of changes in numbers of banks and branches during
1970 are shown in table 101 of this report.

Commercial banks experienced substantial gains in assets and de-
posits in 1970. The year was one in which financial market condi-
tions changed rapidly from record-high interest rates and general
tightness at the beginning of the year to declining interest rates and
an easier market during the second half. Total assets of insured
commercial banks rose during 1970 by 8.6 percent, to $576 billion,
compared with a 6.1 percent gain in 1969. The 4 percent increase in
loans (excluding Federal funds sold) was substantially less than the
17.4 percent increase in holdings of securities. Almost one-half of
the additional funds channeled into securities were used to purchase
State and local government obligations.

Deposits of insured commercial banks rose during the year by
more than 10 percent, to $482 billion. Growth of time deposits
produced most of this gain, which occurred almost entirely in the
second half of the year, when lower rates of interest on competing
money market instruments improved the relative attractiveness of
both large-denomination and consumer certificates of deposit. Non-
deposit liabilities decreased by more than 6 percent during the year.

Deposit inflows at mutual savings banks were favorably affected
by the general easing in financial market conditions during 1970,
particularly in the second half of the year. The deposit gain for the
year was 6.7 percent, compared with 4.0 percent in 1969. The
larger deposit inflows in 1970 were used in part to increase liquid-
ity, as investments rose more than 13 percent, while cash assets
were increased, and borrowings were reduced. Loans rose by less
than 4 percent during the year.
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FEDERAL DEPOSIT INSURANCE CORPORATION

DEPOSIT INSURANCE PARTICIPATION AND COVERAGE

About 98.6 percent of all commercial banks and 66.6 percent of
all mutual savings banks in the United States were insured by the
Corporation on December 31, 1970. The noninsured commercial
banks consisted of 194 banks of deposit and nondeposit trust com-
panies operating in 37 States. There were 165 noninsured mutual
savings banks, of which 164 were located in Massachusetts and
covered under that State’s deposit insurance program.

A survey of deposits conducted by the Corporation on June 30,
1970, indicated that 99 percent of deposit accounts in insured
banks were fully protected by Federal deposit insurance. The per-
centage of fully protected accounts has remained high because of
the several increases in the maximum insurance available to each
depositor. Most recently, by amendment to the Federal Deposit
Insurance Act, effective on December 23, 1969, the insurance max-
imum was increased from $15,000 to $20,000. This maximum in-
surance coverage applies to the insurance afforded to each depositor
on accounts held in the same right and capacity in any insured
bank.

Because large accounts—commonly held by corporations, govern-
ments, and other large depositors—are only partially protected by

Chart A
DEPOSIT AND DEPOSITOR INSURANCE
All Insured Banks
(June 30, 1970)
DEPOSITORS DEPOSITS
Fully Protected Partially Protected
by Deposit by Deposit

Insurance Insurance Noninsured

99.0% 1.0% 63.6% 36.4%
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DEPOSIT INSURANCE PARTICIPATION AND COVERAGE

Federal deposit insurance, the percentage of insured deposits to
total deposits in insured banks is considerably lower than the pro-
portion of fully protected accounts. For all insured banks, 63.6
percent of total deposits were insured on June 30, 1970 (chart A).

Reflecting the uneven distribution of large accounts, the percent-
age of insured to total deposits varies considerably among different
types of accounts and classes of banks. For example, 95.1 percent
of savings deposits were insured, while 55.5 percent of demand
deposits of individuals and businesses, and only 14.3 percent of
deposits of State and local governments, were insured on June 30,
1970. In banks with less than $10 million of deposits, 86.2 percent
of total deposits were insured, although in banks with over $100
million of deposits the insurance coverage was 55.7 percent.

xiii
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OPERATIONS OF THE CORPORATION
PART ONE
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DISBURSEMENTS TO PROTECT DEPOSITORS

Banks failing in 1970. The Corporation disbursed a total of $46.4
million to protect depositors in seven failed banks during 1970
(table 1). In four of these cases, the banks were placed in liquida-
tion with the Corporation appointed as receiver. In three cases, the
failing banks were absorbed by other insured operating banks with
the financial assistance of the Corporation.

Four of the seven failures involved brokered funds which tied in
to classified loans or advances. In three of these cases, the classified
tie-in loans or advances exhausted the banks’ capital structures. One
closing involved a large defalcation, and the remaining failures were
the result of self-serving, unsafe, and unsound loan practices.

Deposits in insured banks failing during the year totaled $52.3
mitlion. In the four deposit payoff cases, there were more than
20,100 depositors, of which 99.3 percent were fully protected by
deposit insurance. Where banks were absorbed in deposit assump-
tion cases, all deposit liabilities were assumed by the absorbing
banks.

Since 1934, 625 commercial banks have failed (chart B), includ-
ing 489 failures of insured banks requiring disbursements by the

Table 1. INSURED BANKS CLOSED DURING 1970 REQUIRING
DISBURSEMENTS BY THE FEDERAL DEPOSIT INSURANCE CORPORATION ¢

Amount Deposi-
Date of of de- Date of first pay- |tors re- |Deposits
closing Number| posits | ment to depositors |ceiving [ paid
Case Name and or deposit of de- [(in thou- | or disbursement by | full re- [(in thou-
number location assumption positors | sands)? FDIC covery | sands)?
Total.........coii 31,167 | §52,340 31,025 | $49,277

Deposit payoff

289  State Bank of Prairie City February 22,1970 | 1,670 3,897 | February 26, 1970 1,643 3,720

Prairie City, lowa

290 EhekPeoples State Savings Apri} 18, 1970 8,089 | 9,940 | April 24, 1970 8,057 | 8,429
an

Auburn, Michigan
291  Farmers Bank of Petersburg | June 25, 1970 474 1,259 | June 29, 1970 462 1,236
Petersburg, Kentucky

292 Eatontown National Bank August 7, 1970 9,904 | 15,912 | August 15, 1970 9,833 | 14,560
Eatontown, New Jersey

Deposit assumption

199  First State Bank of Bonne August 24, 1970 5,778 | 7,118 | August 31, 1970 5,778 | 7,118
Ete);r:e Terre, Missouri
200 City Bank of Philadelphia September 3,1970| 1,940 8,839 | September 11,1970 | 1,940 8,839
Philadelphia, Pennsylvania
201 Berea Bank.and Trust October 8, 1970 3,312 | 5,375 | October 15, 1970 3,312 | 5,375
cBgm?ngentucky

1 Figures adjusted to and as of December 31, 1970,
_ 2Includes $26,239 thousand paid by FDIC claim agents in deposit payoff cases. All deposits were made available
in full through assuming banks, with FDIC assistance, in deposit assumption cases.

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



4 FEDERAL DEPOSIT INSURANCE CORPORATION

Chart B
BANK FAILURES, 1934—-1970

Number of Failures Number of Failures
100 100

80 80
7 INSURED BY FDIC
Il NONINSURED BANKS

0 oo
1934 ‘36 38 40 42 ‘44 ‘46 ‘48 50 B2 54 56 ‘88 ‘60 ‘62 ‘64 6B ‘68 70

Corporation. Depositors have recovered a very high percentage of
their total deposits in failed insured banks requiring FDIC assist-
ance. From insurance payments, secured or preferred status, offsets,
and liquidating distributions, 99.7 percent of the depositors re-
ceived full recovery (chart C). Through 1970, 98.2 percent of the
total deposits in these 489 banks had been paid or made available
to depositors.

The Corporation disbursed $523 million in protecting depositors
in the 489 cases. Losses, including estimated losses in active cases,
to the Corporation have amounted to slightly under 13 percent of
these disbursements.

Further details on the extent and method of deposit insurance
protection are shown in tables 2 and 3.

SUPERVISORY ACTIVITIES

Bank examinations. The Corporation has supervisory responsibil-
ities primarily for insured State banks which are not members of
the Federal Reserve System. The Corporation regularly conducts
examinations of these banks to determine the current condition of
banks, to evaluate bank management, and to discover and correct
unsafe or unsound practices or violations of laws or regulations.
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SUPERVISORY ACTIVITIES 5

Chart C
DEPOSITS AND LOSSES IN FAILED INSURED BANKS
1934—-1970
DEPOSITORS

Total Deposits in
Failed Banks

$931.3
million

Recoveries by Depositors

Amounts Not Yet Made [
)  $17.1
Available to or Lost [ mijlion
by Depositors [

&\\\\\\\\%

§

FDIC

Total Disbursements
by FDIC

$455.6

Recoveries by FDIC million

$67.7

Losses by FDIC million

Examinations or investigations are made also in connection with
banks’ applications for deposit insurance, for mergers, for establish-
ing branches, and for other such activities requiring the prior ap-
proval of the Corporation. The number of separate examinations to
which banks are subject is reduced in approximately one-half of the
States by the Corporation’s conducting its examinations jointly or
concurrently with those of the State authorities.

During 1970 the Corporation conducted approximately 17,700
field examinations and investigations, about 7.8 percent above the
number in 1969 (table 4). Regular examinations of main offices
accounted for 44 percent, examinations of departments and
branches for 39 percent, and other examinations and investigations
for 17 percent of the total activity during the year.

Citations contemplating termination of insurance. When an un-
sound or illegal banking practice is found to exist, and consultation
between the appropriate supervisory authorities and the bank
management involved fails to bring the desired corrective action,
the Corporation is empowered under section 8(a) of the Federal
Deposit Insurance Act to initiate proceedings which may lead to
termination of the bank’s insured status. When a termination action
is started, the bank is formally notified, with a specified time
allowed for compliance. The bank is given an opportunity to pre-
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6 FEDERAL DEPOSIT INSURANCE CORPORATION

sent its case at an administrative hearing before insurance may be
terminated. If insurance must eventually be terminated, the Act
provides that insurance shall continue on insured deposits held in
such bank, less any subsequent withdrawals, for a period of two
years from the date of termination.

Since 1934 the majority of the 210 cases initiated under section
8(a) were settled when corrective action was taken or when the
bank was absorbed by another bank (table 5). Of the six cases which
were active at the end of 1969, only two were still in process at the
end of 1970. Situations had improved so that charges could be
dropped against two banks, a type of consent cease and desist
(written corrective program agreed to by the bank’s board of di-
rectors) was obtained in one case, and a date was set to terminate
deposit insurance (only the thirteenth such action in the history of
the Corporation) in one situation. Of the two unresolved 1969
carryover cases at the end of 1970, one had moved to the hearing
stage. The eight cases pending at the end of 1970 consisted of two

Table 2. PROTECTION OF DEPOSITORS OF INSURED BANKS REQUIRING
DISBURSEMENTS BY THE FEDERAL DEPOSIT INSURANCE CORPORATION,

1934-1970
Deposit Deposit
All cases payoff cases assumption cases
it (489 banks) (288 banks) (201 banks)
em
Number Number Number
or Percent ar Percent or Percent
amount amount amount
Number of depositors or accounts=total 1. ... .. 1,703,984 | 100.0 528,675 100.0 | 1,175,309 | 100.0
Full recovery received or available....... ... . 1,699,461 | 99.7 || 524,152 99.1 }1,175,309 | 100.0
FromFDIC2. .. ......... .. ...t 1,653,319 | 97.0 || 478,010¢| 90.4 | 1,175,309 | 100.0
from offset ¢ ,230 2.3 40,230 76 | .........| .....
From security or preference 5. . 3,038 0.2 3,038 0.6 [ ... ..ot
From asset liquidation ¢ 2,874 0.2 2,874 0.5 [ ......... ] ...
Full recovery not received as of December 31,

19700 ... 4,523 0.3 4,523 0.9 .........} ...
Terminated cases........................... 3,368 0.2 3,368 0.7 [ ..o it
Activecases..................cooi. 1,185 0.1 1,155 0.2 | ... .o,
Amount of deposits (in thousands)=—total ... .. $931,263 | 100.0 { $286,036 [ 100.0 | $645,227 | 100.0
Paid or made available. ... ........ ... .. ... 914,224 98.2 268,997 94.0 645,227 | 100.0
ByFDIC2. ... ... .. 843,526 | 90.6 | 198,2997| €9.3 645,227 | 100.0
Byoffsets. ... . ... . ... 14,593 1.5 14,593 S}
By security or preference®. .. ...... .. ... ... 27,566 3.0 27,566 96 | .........| .....
By asset liguidation o, ... ... ... ... .. ... s 3.1 28,539 100 [ ......... .....
Not paid as of December 31,1970.. . ... . ... 17,039 1.8 17,039 6.0 | .........| .....
Terminated cases........................... 2,307 0.2 2,307 0.8 1 .........| ...,
Activecases™l.........................l 14,732 1.6 14,732 5.2 [ ..o ] e

t Number of depositors in deposit payoff cases; number of accounts in deposit assumption cases.

2 Through direct payment to depositors in deposit payoff cases; through assumption of deposits by other insured
banks, facilitated by FDIC disbursements of $267,393 thousand, in deposit assumption cases.

3 Inciudes 59,414 depositors in terminated cases who failed to claim their insured deposits (see note 7).

4 Includes only depositors with claims offset in full; most of these would have been fully protected by insurance in
the absence of offsets.

5 Excludes depositors paid in part by FDIC whose deposit balances were less than the insurance maximum,

¢ The insured portions of these depositor claims were paid by the Corporation.

7 Includes $224 thousand unclaimed insured deposits in terminated cases (see note 3).

8 inciudes all amounts paid by offset.

¢ [ncludes all secured and preferred claims paid from asset liquidation; excludes secured and preferred claims paid
by the Corporation.

10 Includes unclaimed deposits paid to authorized public custodians.

- “_Idnctlludes $15,218 thousand representing deposits available, expected through offset or expected from proceeds

of liquidations.
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SUPERVISORY ACTIVITIES 7

Table 3. ANALYSIS OF DISBURSEMENTS, RECOVERIES, AND LOSSES
IN DEPOSIT INSURANCE TRANSACTIONS,
JANUARY 1, 1934-DECEMBER 31, 1970
(In thousands)

Type of disbursement Disbursements | Recoveries ! Losses
All disbursements—total ...... ... ... ... .................. ... ... $523,314 $455, 611 $67,703
Principal disbursements in deposit assumption and payoff
cases—total ....... ... ... ... ... i 465,375 402, 556 62,819
Assets acquired under agreements with insured banks (201 deposit
assumption cases) :
ToDecember 31,1970............. ..ot 267,393 225,778 26,972
Estimated additional .. ........ ... ... .. ... o] 14,643 | ........
Deposits paid (288 deposit payoff cases):
To December31,1970..... .. .. ... ... . ... o 197,224 137,214 35,847
Estimated additional .. .............. ... 758 24,921 | ........
Advances and expenses in deposit assumption and payoff cases—|
total. ... . 55,685 50,613 5,072
Expenses in liguidating assets:
Advances o protectassets................. ... ... ... ... 33,921 33,921 | ...
Liquidation expenses . 16,692 16,692 | ........
INSUTaNCe eXPENSeS. . ... ... ...\t 1,398 @ 1,398
Field payoff and other insurance expenses in 288 deposit payoff cases. . 3,674 | ........ 3,674
Other disbursements—total ... .. . . ... ... ... ... ... .. . ... 2,254 2,442 (188)
Assets purchased to facilitate termination of liquidations:
To December 31,1970, .............. ... ... i 1,773 2,427 (669)
Estimated additional ............. ... ... ... oL 15 | ...
Unallocated insurance expenses 481 (6] 431

b 1 Excludes amounts returned to closed bank equity holders and $9.9 million of interast and allowable return received
y FDIC.
2 Not recoverable.

cases started before 1970 and six cases started in 1970. One case
started in 1970 was closed when the bank involved was absorbed by
another insured bank with the Corporation’s financial assistance.
Applications for deposit insurance. Under provisions of section
4(b) of the Federal Deposit Insurance Act, all national banks and all
State banks which are members of the Federal Reserve System must
be insured by the Corporation. When a national bank charter is

Table 4. BANK EXAMINATION ACTIVITIES OF
THE FEDERAL DEPOSIT INSURANCE CORPORATION
IN 1969 AND 1970

Number
Activity
1970 1969
Field examinations and investigations—=total................................... 17,688 16,412
Examlinations of main offlces—total..................................... ... 8,078 7,637
Regular examinations of insured banks not members of Federal Reserve System. .. 7,807 7,416
Reexaminations, or other than regular examinations............................ 215 175
Entrance examinations of operating noninsured banks........................... 43 36
Special examinations. . ... .. ... .. . s 13 10
Examinations of departments and branches ................................... 6,953 6,328
Examinations of trust departments................ .. ... ... 1,441 1,279
Examinations of branches................ .. .. . 5,512 5,049
Envestigations. ... ... ... ... 2,657 2,447
New bank investigations ... ... .. ... ... .. ... 225 282
State banks members of Federal Reserve System . 13 22
Banks not members of Federal Reserve System . 212 260
New branch investigations. .. .. .. .. 636 629
Mergers and consolidations. . .. 190 246
Miscellaneous mves’(lgatlons ................................................. 1,606 1,290
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8 FEDERAL DEPOSIT INSURANCE CORPORATION

Table 5. ACTIONS TO TERMINATE INSURED STATUS OF BANKS CHARGED
WITH UNSAFE OR UNSOUND BANKING PRACTICES OR VIOLATIONS
OF LAW OR REGULATIONS, 1936-1970

Started
Disposition or status 1936-19701( during 1970
Total banks against which action wastaken. ... ... ... ... .. ... .. ... 210 7
Cases closed. ... . ... .. . e 202 1
Corrections Made. . ... ... . .. . s 8l |
Banks absorbed or succeeded by other banks.. ... ... ... ... ... ..o 7 1
With financial aid of the Corporation........ ... ... ... ... ... . .. ... 64 1
Without financial aid of the Corporation. .. ... .. .. . .. ... ... .. ... ... .. .. ..., Y P
Banks suspended prior to setting date of termination of insured status by Corporation . . 36 |l
Insured status terminated, or date for such termination set by Corporation, for failure|
to make corrections. ... .. ... ..l 13
Banks suspended prior to or on date of termination of insured status............... 9 Lo
Banks continued in operation 2. .. ... ... L 4 |
Formal written corrective program imposed and 8(a) action terminated................ )
Cases not closed December 31, 1970.. ... ... ... ... .. .. . .. ... iiiieeieiiiiia. 8 6
Action deferred pending analysis of examination.............. ... ... ..... .. ..., 3 2
Inhearingstage. . ... . .. . L | S A
Action deferred pursuant to written agreement. . ... . 4 4

1 No action to terminate the insured status of any bank was taken before 1936. In 5 cases where initial action was
replaced by action based upon additional charges, only the latter action is included.

2 One of these suspended 4 months after its insured status was terminated.
issued, or when membership in the Federal Reserve System is
granted to a State-chartered bank, upon certification by the respon-
sible agency the bank becomes insured by the Corporation. Non-
member banks apply directly to the Corporation for insured status.
Before admitting any bank to deposit insurance, the appropriate
Federal supervisory agency is required to consider specifically the
financial history and condition of the bank, the adequacy of its
capital structure, its future earnings prospects, the general character
of its management, the convenience and needs of the community,
and finally, the consistency of the bank’s corporate powers with the
purposes of the Act.

During 1970, the Corporation approved 147 applications for de-
posit insurance, of which 139 were for new banks. Twenty-two new
banks were located in Texas, 18 in Florida, and 16 in lllinois; in all
of these States, branching is prohibited by State law.

Applications for branches. The Federal supervisory agencies con-
sider the same six factors listed above when they pass upon applica-
tions by insured banks to establish branches. The Corporation
approved 527 applications for new branches in 1970, about 5 per-
cent fewer than in 1969. In addition, 26 main offices were
converted into branches of insured nonmember banks as a result of
mergers during the year.

Mergers. Following substantial increases, during the 1950s, in the
number of mergers involving insured banks, Congress in 1960 ex-
panded the authority of the Federal supervisory agencies with
respect to approval of such mergers. The Bank Merger Act, amend-
ing section 18(c) of the Federal Deposit Insurance Act, provides
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SUPERVISORY ACTIVITIES 9

that prior approval of one of the Federal agencies is necessary
before any insured bank may engage in a merger transaction.
Approval of the Corporation is required if the surviving bank is to
be an insured nonmember bank (outside the District of Columbia)
and in any merger of a noninsured institution into an insured bank.

The Act, as further amended in 1966, provides that the respon-
sible agency, in passing upon any merger application, shall consider
specifically the effect of the transaction on competition in the areas,
financial and managerial resources of the banks, future prospects of
the existing and proposed institutions, and convenience and needs
of the community to be served. A merger which would result in
monopoly under the Sherman Antitrust Act may not be approved,
nor may approval be given a merger which would substantially
lessen competition, unless the anticompetitive factor is clearly out-
weighed in the public interest by the needs and convenience of the
community to be served.

Since 1960 the Federal supervisory agencies have approved
merger cases involving the absorption of over 1,500 operating banks
(chart D). (The merger statistics used in this section do not include
corporate reorganizations of individual banking institutions, such as
banks in process of forming one-bank holding companies, which do
not have the effect of lessening the number of existing operating
banks.) Roughly 57 percent of these absorptions were approved by
the Comptroller of the Currency, 16 percent by the Board of
Governors of the Federal Reserve System, and the remaining 27
percent by the FDIC. Approximately 40 percent of the absorbed
banks were national banks, 14 percent were State member banks,
43 percent were State nonmember insured banks, and 3 percent

were noninsured institutions.
Statistics of merger cases approved by the Federal bank supervi-

sory agencies during 1970 are shown in tables 6 and 7. Little change
occurred in the combined number of mergers approved by the three
agencies in 1970, as compared with the previous year. Small de-
clines in numbers of approvals by the Comptroller of the Currency
and the Corporation were about offset by a rise in Federal Reserve
approvals. As in past years, virtually all merger approvals in 1970
involved banks located in States classified in table 7 as permitting
some form of branch banking.

Delegations of authority. In order to speed the processing of
applications, the Board of Directors adopted regulations, effective
December 30, 1970, which delegate the Board’s authority with
respect to certain bank applications, under specified conditions, to
the Director of the Division of Bank Supervision and the Corpora-
tion’s Regional Directors. A summary of these changes may be
found on pages 170-171 of this report.
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10 FEDERAL DEPOSIT INSURANCE CORPORATION

Chart D MERGERS APPROVED BY
FEDERAL BANK SUPERVISORY AGENCIES, 1960—1970

Number of Approvals Number of Approvals
200 200

Approved by Comptroller of the Currency
K§ Approved by Board of Governors of the Federal Reserve System
I Aoproved by FDIC

180

160

140

120

100

60

28

1960~ 1881 1962 1863 1864 19