
STOCK EXCHANGE PRACTICES 

- M I i  4, - 3 

BEFORE A 4, i 

SUBCOMMITTEE OF I 
/ 

/ 

COMMITTEE ON BANKING A CP 
tTlUUED STATES SENATE 

SEVENTY-SECOND CONGRESS 
SECOND SESSION 

S. Res. 84 and S. Res. 239 
RESOLUTIONS TO THOROUGHLY INVESTIGATE PRACTICES 

OF STOCK EXCEANGES WITH RISSPECT TO T H E  
BUYING AND SELLING AND THE BORROWING 

AND LENDING O F  LISTED SECURITIES 
T H E  VALUES O F  SUCH SECURITIES 

AND T H E  EFFECTS O F  SUCH 
PRACTICES 

PART 6 

(NATIONAL CITY; CONTINUATION OF 
RICHARD WHPTNEY TESTIMONY) 

FEBRUARY 21, 22, 23, 24, 27, 28, AND MARCH 1 A N D  2, 1933 

Printed for the use of the Committee on Banking and Currency 

UNITED STATES 
GOVEI{NAIEiVT PRINTING OFFICE 

WASHINGTON : 1933 



1780 STOCK EXCHANGE PRACTICES 1 
TESTIMONY RESUMED OF CHARLES E. MITCHELL, PRESID 

THE: NATIONAL CITY BANK, NATIONAL CITY GO., AND 
BAXK FARMERS TRUST CO., NEW PORK CITY 

Mr. PECORA. Mr. Mitchell, you made notations during y 
arnination this forenoon of certain items with respect t o  wh 
wanted to obtain information or  confirmation from the recor 
the bank and the company. Have you done so during the re 

Mr. MITCHELL. I have, 1 think, covered the questions you 
Mr. Pecora. 

Mr. PECORA. All right. You may proceed to answer them. 
Mr. R~ITCHEIJ,. Your first question had to do with the t r  

under the  National City Co. trusteeship. The first trustees 
James Stillman, F. A. Vanderlip, and S. S. Palmer. 

Mr. PECORA. All right. 
Mr. MITCHELL. Then you asked how these trustees are appoi 

Under the agreement they are appointed by the members 
board, not by the board as a board, but by the members of the 
delegated as individuals to sit for the election. 

Mr. PEC~RA. m i e n  yon say "by  the boarcl" do ylou mean 
board of the National City Bank? .  

Mr. MITCHELL. Yes, sir ; members of the board. 
Mr. IPECORA. I n  other words, members of the boarcl of d 

the Na1,ional City Bank, select the three trustees, who act 
for the shareholders of the bank in connection with their 
of the stock of the National City Co. 

Mr. MITCHELL. They act as trustees of the shareholders o 
bank. 

Mr. YEC~RA.  And as vacancies occur among thcse trustees for 
shareholders, how are those vacancies filled. 

Mr. I ~ ~ I T C H E L L .  They are filled by an  appointment that  is 1 

by the i~ndivicluals sitting as a group, not as a board. 
Mr. P~co l ia .  What individuals do you mean? 
Mr. ~&I~CKF,I ,L.  The individuals who constitute the bo,ard of 

tors of the National City Bank. 
Mr. PECORA. Ancl are any of those trustees removable by an 

other thLan the boarcl of directors of the bank? 
Mr. ~IITCHELL. I think uncler the trustee agreement there is 

ferer~tiation between the boarcl of directors and those wlio are 
naterl ancl delegated to the power of trustee reappoiritlnent a 
imoval. A majority of those inclividuals signing a paper may re 
any trustee and may replace any trustee. 

Mr. P'ECORA. NOW, let me see, Mr. M~tchell, about this : How 
constitute the full membership of the boarrl of directors of the 
how rnany individuals ? 

Mr. MITC~IELL. I thinli we have autliority for 27' at tlie rnoln 
Nr. FECORX. IIOW n ~ a n y  of that  boar cl compose the group tha 

speak of as havlng the power to designtlte the truitees? 
Mr. MITGHELL. Twenty-seven inclividnal men. 
Mr. PECORA. Twenty-seven individual men. 
Mr. M[ITCHELL. Yes. 
Mr. PECORA. Do yoti mean to say that when they act In any m 

ner involving the desigrlation of a trustee, they disassociate t 
selves from their relationship lto the bank as its directors? 
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ursuance of any provision of the orignal 
t was made back in 1911 when the National City 

so understand it. 
e you a copy of that  trust agreement? 

it here, and the information T have got- 
ephone from New York. 
e of your associates or the other officers 
t a copy of that  trust agreement, do you 

MITCIIEIJ;. I tried to get i t ,  and we had to get this informa- 
y telephone, so I think I can answer your question " no.'' But 

ill inquire. [After making inquiry of some of his associates.] I 
ay "no." - 

- 

. PECORA. HOW is i t  possible for those 27 individuals who corn- 
the board of directors of the bank, lo  function not as directors 
s individuals when they designate trustees for the shareholders 
e bank to represent them as shareholders of the stock of the Na- 

I can only draw the assuiliption that when that  
ent was drawn, the stockholders appointed a group of men to 
them, and they as individuals should be the individuals who 

ute a board of directors of the National City Bank. 
PECORA. Was the identity of the members of that group coin- 
with the identitv of the members of the boarrl of directors of 

. MITCHFJ~L. I cannot really give you anything more than I 
al'ready given you. That comes from reading over the tele- 

e what that  provision is. 
P ~ c o u a .  Well, then, that leaves the sitnation in this faqhion, 
not, namely, the persons who own all the capital stock of the 
a1 City Co. are the shareholders of the National C ~ t y  Bank? 
stance is that correct? 

t those three trustees are in no way chosen 
r s  tliemselves, are they? 
This goes back to the original provision, 

ng). Arlrl that pro~ision was Inserted in the 
ery outset of thc existence of the National 

le Xational City Co. was 
any voice in the designa- 

k for them, is that correct ? 
d say that is correct, except as they have the 

to appoint, the individuals as nlrmbers of the board of di- 



1782 S ~ C K  EXCHANGE PRACTICES STOOK EXCHANGE PRACTICES 1783 

rectors, and do so appoint them, and those individuals, year 
whoe-ver they may be, are the designating body of the trus 

Mr. PECORA. Well, as a matter of fact, has there been a 
since you became the president of the National City B 
at the annual meetings of the shareholders which w 
person by more than a few actual shareholders of the 

Mr. MITCHELL. YOU are speaking of shareholder 
bank? 

Mr. PECOU. Yes, sir. 
Mr. MITCHEIA. Oh well, vve have a room two-thirds the size 

which is crowded a t  every annual meeting. 
Mr. PECOU. And you hazve how many shareholders of re 
Mr. MITCEELL. Something over 85,000. 
Mr.. PECOBA. SO that if they were to crowd that room, t 

the size of this, to its utmost capacity, you would.n't ha 
than a very small fraction of 1 per cent of the shareholders 
attending meetings at  which this group is chosen. 

Mr. MITCIXELL. Yes; as to the number of shareholders. 
have a very large percentage, of course, of the capital stoc 
sented by shareholders who are present. 

Mr. PECORA. To whom are the directors of the National Ci 
accountable or responsible for their acts and for their admini 
of the company ? 

Mr. MITCHELL. Accountable to the trustees, who are the 
holders. 

Mr. PECORA. They are a,ccountable to these three men 
chosen by a group of the directors of the bank, aren't they 

Mr. MITCHELL. They are selected by a group of men 
stitulte as individuals the board of the National City Ban 

Mr. PECORA. Whenever in pursuance of the laws o 
New York, under which the National City Co. was o 
necessary to have a stockholders' meeting of .that comp 
ing i;s confined to these three trustees? 

MI:. MITCHELL. That is SO. 

Mr. PECORA. Do these three trustees ever ma.ke a report 
holders' meeting, to  the shareholders themselves ? 

Mr. MITCHELL. NO. , 

Mr. PECORA. Have you ever known then1 to do i t ?  . 
Mr. MITCHELL. NO. 
Mr. PE~ORA. Nave you ever known those trustees to ke 

minutes or record of any proceedings that they have had 
trustees for the stockholders of the National City Co.? 

Mr. MITCHELL. YOU asked me this morning if tlie t r  
meetings ancl if they kept min~xt,es. I read from a me 
of the cashier of our bank answering that question [readlng 

Rei!erring to your inquiry regarding minutes of liroceedings of the 
who 1lold the stock of the n'atiolial City Co. 1 wish to  advise that  I 
custodian of the records of the trustees, which consists of the trust a 
documents relating to  the apllointment of presc1nt aud former trust 
orders executed by t h e  trustees, powers of attorney given by t h  
t.o intlorse stoclr certificates, anid inc-idental papers. There is  no rnin 
minutes of proceedings of t h e  trustees in my pos,session. Action ta 
trustees has  berri recorded so- f a r  a s  my knowledge extends, which 
a good many Sears, in the documents and standing orders and ap 
above referred to. 

- 
&-Xr. PECORA. That means that they have never kept any minutes 

of theirs, doesn't it? 
,Mr. MITCHELL. I should think that that means that. $xi-, PECORA. And to your knowledge have those trustees ever 

any report to the stockholders of the company for whom they 
'1 
LL. I think I answered " no " to that. 
. They have not. + gr. MITCHELL. NO. 

r Mr. PECORA. Has the National City Co. made any public report to 
Be holders of its stock, of its corporate proceedings? 
,?*-Mr. MITCHELL. I do not understand just what you mean as to its 
Srporate proceedings. 
&*=. PECORA. Let me put it this may: Does the National City Co. 

any annual report of its business operations? 
a:&. MITCHELL. AS chairman of the three institutions, we make a 
+port to the shareholders at their annual meeting, and I report at 
&ha$ time on the operations of the National City Co. for the past 

cl sketchy, isn't i t?  
it is more general and 
ed to be that way; no 

balance sheet of the National City Co. was 

first time did the National City Go. 

such information even 

continue with the ques- 

I hare not a note of 

MITCHELL. YOLI asked me regarding the management funds 
participation therein. You asked me particularly mv par- 
a therein ancl gave me certain figures for 1928 ancl 1929 to 

Yes. 
LL. I judge that the figures you gave were the amonnts 

ceivecl in 1928 and 1929. Now, 1 call attention to the  fact 
e management fund of x g i ~ e n  year is clistributetl in part in 
Idle of the year ancl in part in the following year. S o  t ha t  
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Mr. &TCHELL. I f  you come to preferreds, I think there were s 
erall. There was Cannon Mills. 

Mr. PECORA. United Aircraft ? 
Mr. MT~CHELI,. We offered a unit of preferred stock and s 

corrnnlon a i t h  it. 
Mr. PECORA. Of what corporation? 
B[r. MITCHELL. Of the United Aircraft. Grasselli Chemical 

and Hershey Chocolate Co. 
Mr. PECORA. HOW about Wesson Oil and Sno\vclrift? 
Mr. MITCHELL. Preferned stock. 
Mr. PECORA. Have the ~slinutes arrived yet, Mr. Cary? 
('Fhere was no audlble response.) 
Mr. P ~ c o a 4 .  Now, to go back for a nlorrlent to the $15,00 

bond issue of the Cuban-Dominican Sugar Co. which the Nat 
City Co. offered to the public a t  97% in 1924, do you recall whe 
the National City had ally representation on the board of 
Cuban-Donlinican Co. a t  that  time? 

Mr. MITCHELL. Mr. Ripley, our vice president, who is wit 
City Co., was a member of the board. Oh, Mr. Russell-excuse 
Mr. Stanley Russell. 

h'lr. PECORA. Mr. Stanley A. Russell? 
Mr. ~~IITCHELI,. Yes ; vice president. 
Mr. PECORA. And how about Mr. Gordon S. Rentschler, the pr 

president of the National City Bank? 
Mr. ~%TCI-IELL. I should have to refresh my recollection, 

thirtk very likely he was, because lie was regarcled as one who 
more about our sugar interests than anybody else. 

Nlr. PECOFLZ. HOW about Mr. Guy Cary? 
Mr. MITCHELL. H e  did not represent us in any way. I thin 

Guy Cary was counsel for the Cuban-Dominican Sugar. 
Mr. PEC~RA. H e  or his firm is counsel for the National Cit 
RIr. MITCHELL. That  is correct. 
Mr. PECORA. Ancl also counsel for the National City Ba 
Mr. MITCHELL. Tha t  is so. a 

Mr. PECORA. And he is on the board of directors of the ban 
Mr. M I T C ~ .  I ail1 reminded that Mr. Cary or his fir 

not counsel for the Cuban-Dorninican. He went on that b 
resenting certain private interests, for which he was cou 
those interest- were not relatecl to the National City Co. or 

Mr. PECORA. By the way, jn 1928 when yoit received those 
that yo11 have testified to out of the mai~ageinent funds of th  
tional City Bank ancl the National City Co., how many otlle 
panies were you an officer or director i n ?  

Mr. MITGHF.LT~. I t  is harcl for me to remember dates or an 
ticular year. I slioulcl say that-the list is a matter of record 
directory of clirectors, but I nronld assunle in answer to your q ~ l  
that I was a director of p~arhaps 10 or a dnzen companies. 

Mr. P E C O R ~ .  Not ally more than that? 
&Mr. MITCHEIA. I w o ~ ~ l d  not say so. I f  we had a directory of 

tors i t  would give that clearly. 
Nir. PECORA. DO you know jixst the rlunlber of different c 

tioni: of which yon were an otlicer or cllrector a t  ally one time 
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t. But  I think that  would cover it 
e National City Rank, the National 
rs  Trust Co., and perhaps some corn- 
anies for one purpose or another. 

u own in the bank? 

HART. Say in 1927. 
Oh, I should think, and I have not the exact figure 
i t  is difficult to  say, bllt in the neighborhood of 

or 35,000 shares of stock. 
ator BROOKHART. Dicl yo71 sell any of that  stock? 

t years clid you buy? 
largest amount of stock in 1929. 
or after the collapse? 

MITCHELL. I n  the midst of the panic. 
ator BROOKHART. Trying to sustain the value of the stock? 
MITCHELL. Yes. sir ;  trying to protect our shareholders. 

remember what price you paid? 
you exactly, but in the neighborhood 

5 a share I should thlnk. 
r BROOKHART. And it has been as high as $600 or $700 a 

&are. 
Mr. M~TCHELL. No. I think its high mas somewhere around $570 

a share or something like that. 
Senator BROOKHART. $576 a share? 
Mr. MITCHELL. Something of that sort. 
Senator BROOKHART. All riglit. 
Mr. PECORA, Well, Mr. A'litchell, did you also sell durin the year 

1929 any substantial portion of your holdings of f ationnl 8 i tv  Bank 
stock ? 

Mr. M r ~ c r r ~ r , ~ .  I held in the lniclst of the panic all the stocli I 
had owned for a long, long time, and In order to keep the market 
from collapsing where it wonlrl be destructive to the interests of our 
shareholders I pcrmitted the National City Co. to put into an ac- 
count which I established for them of my own, stock which they 
might purchase froin our shat-eholclers to the tune of $12,000.000. I n  
other words, I put all that I hacl back into this institution, ancl for 
its stability. Some of that stocli was subsequently sold. There were 
personal transfers t h r o ~ ~ g h  the pears. To-rlay I hold the largest 
amount of stncli of the National City Bank that  I have ever held. 

Mr. PECORA. No;  I askecl you this: YOU stated in answer to Sen- 
ator Rroolihart's cluestion that you bought the bank's stock very ex- 
tellsively in 1929. ancl that a portion of that was embraced within 
the period of the stoclc-market collapse. Now, my qaestioli was: 
Have you also sold very extensively of your holclings in that period 
or before the end of that year? 

Mr. MITCIIELL. JVe11, 1 bought 28,300 shares, which I had hoped to 
bold oldj  temporarily. I t  --as clone in orcler to help the situation. 

Afr. PX~ORA.  To sustain the market? 
- Mr. MITCHELL. Yes. Of that, 10,000 shares were sold, leas7i11g me 
at that time the holtler of 53,300 shares of stock. Tliere were sonle 
Pefsonal transactions of a part of that  holding in the latter part of 
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1929, and since that time I have bought that stock back, so t t ~  
day I am the holder of that and a little more. 

I 

Senator BROOKHART. .A little more than 53,000 shares? I 
Mr. MITCHELL. Yes, sir. I 
Senator BROOKHART. .At what price did you buy those ba 
Mr. MITCHELL. 1 paid for those 18,300 shares-I can not I 

olfhand just what it wcruld be, but I can give you an appr I 
figure. Let me see, a t  $3'75 or $380 a share- 

Senator BROOKHART (interposing). That  was during the 
I 

Mr. MITCH~A. Yes, sir. I 
Senator BROOKHART. Then you sold 10,000 shares? I 
Mr. MITCHELL. I am giving you the net of that 18,000 shar 

arn counting that  as this extra stock that I bought at  that time, 
I 

ator Brookhart. I 
Senator BROOKHART.' All right. I 
Mr. MITCHELL. I should say roughly, and I do not recall ex 

but that  the net.price of the 18,300 shares of stock mas about 
to $380 a share, as a guess. 

Senator BROOKEWRT. I:f 7: understoocl your statement? then, a 
w:ards you sold a part of that stock. 

Mr. MITCHELL. I did. 
Senator BROOKHART. And then still later bought it in, recent1 
Mr. MITCHELL. I, frankly- 
Senator B R O O K H ~ R T  (i<terposing). How milch did you buy in 

rerentlv ? 
MT:-%IITCB~LL. I bought in all that I soid, and I bought a 

shares more in the meant~me. 
Senator BROOKHART. What price did you pay for those last 

chases ? 
Mr. MITCHELL. I sold this stocli, frankly, for tax purposes. 
Senator BROOKHART. That mas to avoid income tax? 
Mr. MITCHELL. Throwing my fortune into the breach as I d 

thle benefit of this institution, Senator Brookha~t ,  in 1929, I 
definite loss in that stock which I was forced to take. 

Senator BROOKHART. I n  other words, by making a sale of it 
showed a loss in your income. 

Mr. MITC~LL, .  That certainly did. 
Senator BROOKIIART. And then you bought it back afterwards 
Mr. MITCHELL. Yes, sir. 
Senator BROOKHART. And, now, those are the prices I want to 

what you sold at ancl what you bought it back at. 
Mr. MITCHELL. The prices are a matter of record, but the on 

whom I sold this stock. a person of some means, had no abili 
take the loss that existed in that stock and at the end of last y 
boilxght the stock back at what had been paid for it. 

Senator BROOKHART. At the same price? 
Mr. MITCHELL. Yes, sir. 
Senator BROOKHART. That sale was just really u salc of 

venience, to recluce your income tau ? 
Mr. M I T C ~ L L .  You can call it that if you mill. 
Senator BROOKHART. TVell, is that  right? 
Jf r .  MITCHELL. Yes; it was a sale, frankly, for that purpose, w 

you hoped the bujer would be able to make a profit. And i 

p-*z 8 

-F? &&& 'ith the idea of miking a profit. But the accumulated loss 
e 8 & g @  p e a t  that I offered, and did bus, the stock back this year at  

tha been paid for it. 
;-.*ator. BROOKHART. This buyer was ti friend of yours, of course. 
;&&had favored you and you wanted to favor him. 
5 . e .  MITCHELL. I t  was not that kind of negotiation. But I simply 

not see that buyer take that loss. And I hold today that stock. 
i-'$,nstor BROOKHART. Yo11 did not have a similar sympathy for 
gjgghese buyers here in the room and buy that stock back. did you? 
s;-&i-. d - MITCHELI~. If anybody here in the room, or anybody that 
' ~ 5  h o w ,  has suffered a loss in gross that I have in City B m k  ;T $&a, then you know somebody that  I do not. I, individually have 

$&@e~eil a greater loss from the market failure in National City 
!$$ink stock than any other individual in the United States. 
:-*Senator B R ~ ~ ~ H A R T .  Well, the real fact is, then, that neither 
pourself nor any of the big financial crowd realized that this thing 
+s_&flated beyond all reason in 1929 ? 
5 m. MITCHELL. I did not realize this, and I was looking over 

ROOKHART (interposing). The fact is that the public 
he judgment of the big financial crowd in these 
a t  all. 
. With respect to the future and on market prices 

economics of the situation, there are so many factors 
the men in finance have no control and really have com- 
little knowledge, tha t  it is just as impossible for them 

a definite future as it is for anybody else. 
BROOKEXART. Then, shouldn't they state that fact in every 
that they put out to the people? Shouldn't they state: 
know and nobody can t,ell what will happen, and it is - 

TCTIELL. Well, I will tell you for all of them, myself 
t me are human, we are filled with error, and it does 
ow good our intention may be we are going to make 
imes. I only hope that we can learn something from 
be able to reach that  period when we can put into 
effort the lessons that  we have learned during this 

AIRMAN. The committee will now---- 
CHER (interposing). Mr. Mitchell, what were your 
National City Co. a t  this time :l 
L. You see. the stock oS the Wational City Co., the 

tock that is owned by the public at all, 

ned by these three trustees for the 
the National City Bank. So that 
a1 City Bank has an interest ratably 

total of the assets and earnings of the 
a t  beneficial interest is evidenced by a 
ares of the Wational City Bank, so that 

cia1 interest in the company goes along with the bank 
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