
www.ohiohistory.org 7

Anger expressed over the questionable behavior of some modern bank executives was echoed nearly eight decades ago in Toledo,
Ohio. Bowling Green State University professor Timothy Messer-Kruse related the story of “The Great Toledo Bank Panic” in the
January-February 2004 issue of TIMELINE.

TIMELINE 25th Anniversary Feature

ROOTS OF THE MODERN
BANKING CRISIS?

Depositors milled about outside the First National Bank, Toledo’s only federally chartered
bank, during the bank crisis of 1931. Photo: The Toledo Blade

It Started With a Merger
The 1931 banking crisis in Toledo
was precipitated by the shady
operations of the Security Home
Trust Company. In a long series
of mergers with smaller banks,
it had assumed numerous bad
loans that were on the books.
Additionally, each merger
swelled the ranks of its board of
directors with men seeking new
sweetheart loans, including
many offered without collateral
to companies associated with the
directors. In June, the directors
voted a stock dividend despite
the fact that the bank had not
turned a profit in months. An
audit in anticipation of yet
another merger revealed Security
Home Trust’s shaky status and
prompted the directors to
withdraw their own savings
and cash in their certificates of
deposit. In some cases, the
directors made outright loans
to themselves, relatives, friends
and business associates.

Cause and Effect
On June 17, word of Security
Home Trust’s dire straits could no
longer be repressed and a panic
began as long lines of Toledo
depositors queued up outside the
city’s banks demanding the
return of their funds. Given the
public reaction, some the trust
company’s officials actually had
pangs of guilt and returned the
money they had earlier
withdrawn.  

To stem the panic, a 60-day bank
holiday was declared, forbidding
all withdrawals. Many bank
directors, however, decided the
prohibition applied only to the
public and not to themselves.
While four other Toledo banks
joined Security Home Trust in
closing their doors that day, the
board of directors quickly took
advantage of the public closures
by withdrawing and protecting
their own funds. In another
bank, the withdrawals amounted
to 82 percent of the company’s
capital. Eventually these banks
were turned over to the state
for asset liquidation. 

The Aftermath
Only three banks survived
unscathed — a federally-
chartered bank, the very
conservative and carefully
managed Toledo Trust and a
small private bank that mainly
operated to benefit the two
families that owned it. Despite
appeals in the pages of the
Toledo Blade, from the office of
Mayor William Jackson and in
Catholic bishop Karl Alter’s
pulpit, the public’s faith in the
city’s banks plummeted.

Messer-Kruse explained how
the entire staff of the Ohio
Department of Banks rushed to
Toledo that summer to try and
clean up the mess created by
bankers run amuck. State
Attorney General Gilbert
Bettman joined the other state
officials in trying to sort things
out. Setting up shop in a
downtown Toledo hotel,
Bettman and his assistants began
browbeating bankers in an
attempt to get them to return
the withdrawals and loans to
themselves. In the end, only a
small fraction of the millions
pulled out by the insiders
was returned.  

Justice Thwarted
Legal proceedings were initiated
against the remaining unrepentant
bankers, but languished in the
judicial system for years.
Ultimately, according to Messer-
Kruse’s research, only five officers
of the defunct banks were
indicted for illegally granting 

themselves unsecured loans.
These cases were appealed on
technicalities. The Ohio Supreme
Court eventually ruled against
the process stating that while
the bankers’ behavior may
have been reprehensible, it was
not illegal under Ohio law at
the time for a bank director
to misappropriate funds from
his own bank. None of the
Toledo bankers ended up
spending any time in jail for
their misdeeds.

Before the enactment of the
Federal Deposit Insurance
Corporation, the depositors’ only
recourse came through the state
liquidation of the banks’ assets,
but for Toledo depositors that
process took more than a decade.
Not until 1948 were the last
checks sent out, although it
represented only about 80
percent of the lost deposits. And
as Messer-Kruse pointed out,
none of the returns covered the
years of lost interest.

Even while insiders were raiding the 
assets of many Toledo banks, this ad
appeared in the city newspapers.
Photo: Toledo-Lucas County Public Library
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ULTIMATE SUMMER ADVENTURES FOUND IN BLAST FROM THE
PAST CAMPS FROM THE PREHISTORIC ERA TO THE SPACE AGE,
KIDS LEARN ABOUT HISTORY HANDS-ON
Can you imagine your child or grandchild making a simulated space shuttle mission trip this
summer, participating in an archaeological dig or creating his or her own invention inspired by
an Ohio inventor from the past? 

Extraordinary opportunities like these
are available for young time-travelers
ages 6-14 who enroll in the Ohio
Historical Society’s Blast from the Past
summer camp series. One camp, “Your
Place in History,” even gives grown-ups
a chance to join the fun.

The day camps take place on selected
dates June 15-Aug. 7 at the Ohio
Historical Center and Ohio Village.
Some camps also involve day trips to
other OHS museums, historic sites or
archaeological digs. Each weeklong
camp runs from 9 a.m. to 3 p.m.,
Monday through Friday, and
extended-care options are available.

Every year we come up with a new
selection of camp ‘tracks’ based on
what we think might be surprising to
kids, as well as what might be timely,”
says OHS Educational Programs
Assistant Jennifer Rounds.

For kids ages 6-8
“Eager Reader’s History Club” camp
engages kids in a week of reading,
music, crafts and games related to
famous historic figures. 

“SOUL!” provides kids a fun, active
immersion in African-American art
and culture.

For kids ages 9–11

“Digging Through the Past” exposes
campers to the tools and techniques of
archaeological excavation and includes
a one-day field trip to an actual
archaeological dig.

Space Station Armstrong provides
campers a chance to work in a space
station and build their own rockets.
The program features a field trip to
the Armstrong Air & Space Museum in
Wapakoneta, Ohio.

“Invent Ohio” showcases a new Ohio
invention each day, challenging kids’
thoughts about what “modern” really
means. They’ll take a day trip to the
innovatively constructed Adena
Mansion & Gardens in Chillicothe,
Ohio, and submit their own inventions
to the “Ohio Village Patent Office.” 

“SOUL!” is an African-American art-
and-culture learning camp geared for
slightly older children and includes a
day trip to the National Afro-American
Museum & Cultural Center in
Wilberforce, Ohio. 

For kids ages 12-14
This Space Station Armstrong camp
is designed for older kids, but with a
bit more challenge. It also features a
field trip to the Armstrong Air &  
Space Museum.

For adults
Your Place in History allows one child
age 6 or older and one adult to make
a family tree, design a family crest and
see newspapers from the day each
was born.

Camp fees are $180 per youth or
adult/youth team while OHS members
pay $150. Extended-care options are
available from 8–9 a.m. and 3–5 p.m.
for $25 per participant. 

Most camps offer multiple sessions,
which are listed at www.ohiohistory.org;
for more information or to register,
call 614.297.2266 or 800.686.1541.
Web site visitors also may download
a mail-in registration form.

Discover the stories. Feel the passion.
Ohio Historical Center  
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