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The Civil War, 

the Comptroller’s Office, 

and 73 Years of 

National Bank Note Currency 

 
 OBJECTIVE OF THIS BOOK 

The objective of this book is to explain national bank notes from a numismatic perspective with 

emphasis on the varieties associated with the actual notes, along with why and how the varieties came 

about. 

Many of the varieties resulted from mandated changes called for in amendments to the National 

Bank Act, so an explanation of those varieties will involve discussions of the contemporary needs that drove 

the changes in the laws. In addition to legislated changes, many major and minor varieties owe their origins 

to policies implemented by either the Comptroller of the Currency or Secretary of the Treasury who were 

charged with administering the Federal banking laws. Other varieties were highly technical, arising from 

needs attending the preparation of plates, or in the printing of the notes at the bank note companies and 

Bureau of Engraving and Printing. 

Important is the fact that the government officials in the offices of the Comptroller of the Currency 

and Secretary of the Treasury worked within the letter of the law. They dealt with over fourteen thousand 

banks between 1863 and 1935, and they undertook no actions with respect to those banks, or their national 

bank note issues, that were not within the dictates of the legislation. If the legislation didn’t call for, or 

allow for, an action, these officials didn’t cause the action to occur. This applies to the varieties that are 

observed on national bank notes, as well as the myriad other details associated with supervising the banks. 

Congress, not the Treasury officials, was responsible for the legislation, so Treasury officials did not tinker 

with things outside of the express authorities given to them. 

Similarly, the personnel at the contracting bank note companies, and later at the Bureau of 

Engraving and Printing, followed orders from the Comptroller’s office and the Treasury. Their discretion 

was severely limited, so they didn’t do anything with respect to the manufacture of national bank notes 

without permission or a directive from above. The point here is that if you find a variety, don’t speculate 

that it was caused by some mysterious, arbitrary or ad hoc action by some government employee, or the 

result of some imagined collusion between bankers and the Comptroller’s office. That is not how the 

manufacture of national bank notes was handled. 

For example, the bankers had no voice in how their titles were laid out on the notes. The layouts 

they got were rendered at the discretion of the bank note company and Bureau of Engraving and Printing 

employees, with wording that followed policy guidelines from the Comptroller. 

 When it came to designs elements on national bank notes, material changes were dictated by 

legislated mandates or policies adopted by the Comptroller of the Currency. 

The arrangement of the chapters in the book is largely chronological. Some of the later chapters 

deal with specific design elements such as plate dates, plate letters, sheet serial numbers and title blocks, 

and those chapters thoroughly explain the evolution of the conventions pertaining to each. 

Table 1 lists the Comptrollers of the Currency who were directly responsible for administering the 

provisions of the National Bank Act. Table 2 lists the Federal officials whose signatures appear on national 

bank notes. 

 PURPOSE OF THIS CHAPTER 

This chapter will provide an overview of what national currency is, why it originated, how it 

worked, and why it left the stage. Some grand statistics pertaining to its use and survival round out the 

chapter. 

Chapter A1 
by 

Peter Huntoon 
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CIVIL WAR EXPEDIENT 

National currency was an expedient instituted in part to help finance the Civil War. Underlying the 

national bank note issues was a brilliant financial plan, implemented by Secretary of the Treasury Salmon 

P. Chase, which created a huge market for two forms of Federal debt that the Treasury was having difficulty 

peddling; specifically, Treasury bonds and legal tender notes. 

The paper currency in commerce prior to the Civil War consisted of a plethora of bank note issues 

from state banks, state-chartered banks, and private bankers. These notes did not enjoy universal 

acceptance. They were discounted at banks and businesses, the discount being a function of the integrity of 

the issuing entity as measured by its ability to redeem the notes for specie, and the distance to the point 

where the notes could be redeemed. The handling of such paper currency was cumbersome, and inhibited 

commercial activity. 

The U. S. Treasury accumulated specie, primarily through customs taxes, and funded the operations 

of the government with this money. The problem at the outset of the Civil War was that there was 

insufficient specie in the Treasury to fund a protracted war. A major reaction to the war, and the desperate 

situation with the Treasury, was that the public hoarded specie. People attempted to redeem their paper 

currency for specie, a process that severely weakened both the remaining currency and the banks of issue. 

The New York banks suspended payments in gold and silver coins on December 30, 1861 (Childs, 

1947). Soon the Treasury was forced to follow suit. Coins virtually ceased to circulate, and postage stamps, 

private scrip, and ultimately fractional currency took the place of small change. 

Once the war was underway, the Treasury attempted to sell bonds to raise money and also to issue 

legal tender notes, which were nothing more than circulating debt. The legal tender notes, called 

greenbacks, were a promise to pay the bearer the value of the note, presumably in specie, at some 

unspecified date by a government that might cease to exist. The government paid its employees and troops 

with greenbacks, and pressed vendors to accept this currency as well. 

There was great resistance to both the bond sales and greenback issues. At the most fundamental 

level, there was no assurance the Union was going to prevail in the war. A major practical concern was that 

there was insufficient specie in the Treasury to redeem the greenbacks. The Treasury was just about 

bankrupt owing to war expenditures. Consequently, the public had little confidence in the ability of the 

Table 1. Comptrollers of the Currency, 1863 to 1938. 
Data from Robertson (1968) as corrected by Kane (1922).

Comptroller Tenure

Hugh McCulloch May  9, 1863 - Mar  8, 1865
Freeman Clarke Mar 21, 1865 - Jul 24, 1866
Hiland R. Hulburd Feb  1, 1867 - Apr  3, 1872
John Jay Knox Apr 25, 1872 - Apr 30, 1884
Henry W. Cannon May 12, 1884 - Feb  2, 1886
William L. Trenholm Apr 20, 1886 - Apr 30, 1889
Edward S. Lacey May  1, 1889 - Jun 30, 1892
A. Barton Hepburn Aug  2, 1892 - Apr 25, 1893
James H. Eckels Apr 26, 1893 - Dec 31, 1897
Charles G. Dawes Jan  1, 1898 - Sep 30, 1901
William Barret Ridgely Oct  1, 1901 - Mar 30, 1908
Lawrence O. Murray Apr 28, 1908 - Apr 27, 1913
Thomas P. Kane, acting Apr 27, 1913 - Feb  2, 1914
John Skelton Williams Feb  2, 1914 - Mar  2, 1921
D. R. Crissinger Mar 17, 1921 - Apr 30, 1923
Henry M. Dawes May  1, 1923 - Dec 17, 1924
Joseph W. McIntosh Dec 20, 1924 - Nov 20, 1928
John W. Pole Nov 21, 1928 - Sep 20, 1932
J. F. T. O'Connor May 11, 1933 - Apr 16, 1938
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government to pay off the bonds or redeem the notes. The immediate reaction was that greenbacks were 

discounted in the marketplace. 

A bond-secured currency that would circulate at par across the country had been under discussion 

before the Civil War, but was opposed by western and southern interests who favored a more plentiful, less 

regulated currency. Some of the prewar opposition to bond-secured currency vanished when the southern 

delegates departed Congress, a fact that facilitated passage of the enabling legislation during the war. 

The passage of the National Bank Act on February 25, 1863, offered relief. First, the bankers had 

to purchase Treasury bonds to secure their national bank note issues. This created a market for the bonds 

that the government was having trouble selling. Second, the bankers used greenbacks to buy the bonds, 

which created a demand for the previously shunned greenbacks. Consequently, a market was created for 

both types of debt that the Treasury was attempting to peddle! Thus, the national banking system, and 

currency created by it, proved to be an ingenious means to rescue the Treasury, and proved utterly crucial 

in the financing of the war. 

Table 2. Joint terms of office for the Register of the Treasury and Treasurer
of the United States, 1861 to 1937.  Data from William A. Philpott, Jr. in Limpert
(undated, p. 55) with revisions from Treasury Department (undated).

Register Treasurer Joint Term

Lucius E. Chittenden Francis E. Spinner Apr 17, 1861 - Aug 10, 1864
S. B. Colby Francis E. Spinner Aug 11, 1864 - Sep 21, 1867
Noah L. Jeffries Francis E. Spinner Oct  5, 1867 - Mar 15, 1869
John Allison Francis E. Spinner Apr  3, 1869 - Jun 30, 1875
John Allison John C. New Jun 30, 1875 - Jul  1, 1876
John Allison A. U. Wyman Jul  1, 1876 - Jun 30, 1877
John Allison James Gilfillan Jul  1, 1877 - Mar 23, 1878
Glenni W. Scofield James Gilfillan Apr  1, 1878 - May 20, 1881
Blanche K. Bruce James Gilfillan May 21, 1881 - Mar 31, 1883
Blanche K. Bruce A. U. Wyman Apr  1, 1883 - Apr 30, 1885
Blanche K. Bruce Conrad N. Jordan May  1, 1885 - Jun  5, 1885
William S. Rosecrans Conrad N. Jordan Jun  8, 1885 - May 23, 1887
William S. Rosecrans James W. Hyatt May 24, 1887 - May 10, 1889
William S. Rosecrans J. N. Huston May 11, 1889 - Apr 21, 1891
William S. Rosecrans Enos H. Nebeker Apr 25, 1891 - May 31, 1893
William S. Rosecrans Daniel N. Morgan Jun  1, 1893 - Jun 19, 1893
James F. Tillman Daniel N. Morgan Jul  1, 1893 - Jun 30, 1897
James F. Tillman Ellis H. Roberts Jul  1, 1897 - Dec  2, 1897
Blanche K. Bruce Ellis H. Roberts Dec  3, 1897 - Mar 17, 1898
Judson W. Lyons Ellis H. Roberts Apr  7, 1898 - Jun 30, 1905
Judson W. Lyons Charles H. Treat Jul  1, 1905 - Apr  1, 1906
William T. Vernon Charles H. Treat Jun 12, 1906 - Oct 30, 1909
William T. Vernon Lee McClung Nov  1, 1909 - Mar 14, 1911
James C. Napier Lee McClung May 18, 1911 - Nov 21, 1912
James C. Napier Carmi A. Thompson Nov 22, 1912 - Mar 31, 1913
James C. Napier John Burke Apr  1, 1913 - Oct  1, 1913
Gabe E. Parker John Burke Oct  1, 1913 - Dec 31, 1914
Houston B. Teehee John Burke Mar 24, 1915 - Nov 20, 1919
William S. Elliott John Burke Nov 21, 1919 - Jan  5, 1921
William S. Elliott Frank White May  2, 1921 - Jan 24, 1922
Harley V. Speelman Frank White Jan 25, 1922 - Sep 30, 1927
Walter O. Woods Frank White Oct  1, 1927 - May  1, 1928
Walter O. Woods H. T. Tate May 31, 1928 - Jan 17, 1929
Edward E. Jones Walter O. Woods Jan 22, 1929 - May 31, 1933
William W. Durbin William A. Julian Jun  1, 1933 – Feb  4, 1937
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 BOND-SECURED CURRENCY 

National bank notes were among the first Federal paper money issued that circulated across the 

breadth of the country. National bank notes were a bond-secured currency designed to protect the note 

holder from loss, even if the issuing bank failed. 

The concept was that bankers would purchase U. S. bonds issued by the Treasury using Federal 

greenbacks. Those bonds were next deposited with the U. S. Treasurer as collateral for national bank notes 

that the Comptroller of the Currency sent to the banks. The bankers could then loan the national bank notes, 

and thus place them in circulation. Notice, if a bank failed, the Treasurer would sell the bonds, and thereby 

have funds to redeem the notes. 

The incentive for the bankers to engage in this business was that they earned interest on the bonds, 

and they also earned interest on the loans they made using their national currency. Thus, the same 

investment earned interest twice. 

DUAL CURRENCIES 

The operation of this currency scheme saved the Union. However, it created a two-tiered currency 

system that was awkward and highly inflationary. The greenbacks, and the national currency redeemable 

in greenbacks, were discounted relative to specie in the market place. The depth of the discount reflected 

the degree of uncertainty that the public had in the survival of the government, and thus its ability to 

ultimately redeem the greenbacks with specie. The low ebb came late in 1864, when greenback dollars 

traded at 38.7 cents in gold. The spread escalated the costs of war but were justified because the alternative 

was to lose the war. 

Figure 1. National bank notes displaced a plethora of issues from state banks, state-chartered banks, and 

private banks, that comprised the supply of paper money prior to the Civil War. The use of these notes was 

cumbersome because they were discounted by merchants and bankers. The more sound the bank, the less the 

discount. The closer the bank, the less the discount. National Numismatic Collection, Smithsonian Institution 

photos. 
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Figure 2. National banks were required to purchase bonds to secure their currency, which created demand for 

the bonds. Bonds such as this financed the Civil War. National Numismatic Collection, Smithsonian Institution 

photo. 

. 

 

Figure 3. Bankers used legal tender notes to purchase the bonds required to secure national currency. This 

created a demand for these notes, which were pieces of circulating Treasury debt that helped finance the Civil 

War. National Numismatic Collection, Smithsonian Institution photo. 

. 
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The bonds that were used by national bankers to secure their currency funded other Federal 

programs as time went on. Many post-Civil War bond issues were used to refinance the Civil War debt. 

One irony of this is that southern bankers who became national bankers after the war helped refinance the 

national debt that paid for their defeat through the bonds they purchased in the course of their business. 

The building of the Panama Canal was another noteworthy undertaking that was heavily financed 

by the bonds bankers purchased to secure national currency. Legislation passed in 1905 allowed 2% Panama 

Canal bonds to be used to back national bank notes. 

Figure 4. Salmon P. Chase, Secretary of the Treasury under President 

Lincoln, earned his place on the $10,000 note by implementing numerous 

means to keep the Treasury afloat during the crisis years of the Civil War. 

The national banking system was but one of the means he helped implement 

to get the job done. Later, as Chief Justice of the Supreme Court, he would 

judge some of his actions to have been unconstitutional! National Numismatic 

Collection, Smithsonian Institution photo. 

. 

 

Table 3. Profits and expenses associated with issuing national
bank notes backed by 4 percent U. S. bonds calculated using
data representative of June 30, 1892.
Data from Comptroller of the Currency (1892, p. 8).

Profit  
National Bank Note Issues:

$100,000 bond at 116.75 premium (4%) 4,000.00$  
Circulation (90% of par value) 90,000.00$  

Redemption funda 4,500.00$    

Loanable circulation (6%) 85,500.00$  5,130.00$  
Gross receipts 9,130.00$  

Expenses:
1% tax on circulation 900.00$        
annual redemption expense 137.48$        
express charge 3.00$             
cost of plates 7.50$             
agent's fee 7.50$             
examinations 43.00$          
sinking fund for bond premium 696.36$        1,794.84$  

Net Receipts 7,335.16$  

Same money loaned at 6 percent:
$116,750 loaned at 6% 7,005.00$  

Profit on circulation: 330.16$        

Percentage profit: 0.33%

a. In accord with provisions of the Act of June 20, 1874, a redemption fund
containing an amount representing 5% of the outstanding currency had to be
maintained with the U. S. Treasurer to handle worn and mutilated notes
redeemed from circulation.
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LEGAL TENDER STATUS 

Congress has the power to declare that certain classes of currency have legal tender status for 

specific types of transactions. The implication is that creditors are legally obligated to accept such currency 

from debtors when that currency is tendered to satisfy an obligation.  

Congress never accorded legal tender status to national bank notes until the Agricultural 

Adjustment Act of May 12, 1933 made all coins and currency issued under the authority of the United 

States legal tender. Prior to that, the National Bank Act provided for the redemption of national bank notes 

in lawful money, which was defined as legal tender notes. Consequently, national bank notes circulated at 

par with the legal tender notes into which they were convertible. Therefore, the value of national bank notes 

tracked in lock step the discounted legal tender notes prior to the resumption of specie payments on January 

1, 1879. 

Legislation passed in 1875 dictated that specie payments by the Treasury would resume on January 

1, 1879, so at that time the value of legal tender notes, national bank notes and gold converged. Thereafter 

it was possible to exchange national bank notes for gold. 

Figure 5. The earliest national bank notes, comprising the Original/1875 series, carried 

elaborate vignettes that Secretary of the Treasury Salmon P. Chase decreed had to be national 

in character and not previously used on monetary instruments. Spencer M. Clark, chief of the 

Currency Bureau, which was the forerunner to the Bureau of Engraving and Printing, 

advocated for the use of historic and patriotic images that would not only serve as counterfeit 

deterrents but also would educate the public about key historic events thus helping to forge a 

common national identity. 
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Figure 6. These bonds helped finance the Panama Canal. They were accorded the circulation privilege by 

Congress in 1905, which meant they could be used to secure national currency. National Numismatic Collection, 

Smithsonian Institution photo. 

 

 

Figure 7. The money from bonds purchased by national banks provided significant financing for the 

Panama Canal. 
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The Roosevelt New Deal Treasury totally restructured the nation’s money supply by taking the 

United States off the gold standard. One objective of the New Deal Treasury was to obliterate the 

distinctions between the different classes of money that were in circulation. An early step in that direction 

was passage of the Agricultural Adjustment Act of 1933 that gave legal tender status to all money issued 

under the authority of the United States, national bank notes included. 

The language on the backs of all large size national bank notes states that the notes can be used for 

everything except payment of duties on imports and interest on the public debt. The same restrictions appear 

on legal tender notes. These peculiarities owe their origin to the legislation authorizing the legal tender 

issues during the Civil War. The legal tender notes, so-called greenbacks, where nothing more than 

circulating Federal debt with a promise to pay dollars of unspecified value at some unspecified future date. 

When Congress authorized the issuance of those notes, it was fully aware that they would be discounted 

against gold. 

The source for gold for the U. S. Treasury was custom taxes, which by law had to be paid in gold. 

What Congress didn’t want was for people to accumulate legal tender notes and use them to pay customs 

taxes, because they would be doing so with the very discounted notes Treasury was trying to get people to 

accept, but worse, the Treasury wouldn’t get the gold that it needed to purchase arms and to pay interest on 

the gold bonds that it had sold to raise gold. To this end, Congress simply forbade the use of legal tender 

notes for the payment of duties on imports; that is, customs taxes! 

The sword cut two ways though. The good citizens who bought Federal gold bonds with their gold, 

and thus infused the Treasury with that much needed gold, certainly wouldn’t tolerate having the interest 

on their gold bonds paid with discounted legal tender dollars. Congress protected the integrity of the 

Treasury by forbidding the government to try to do so. Instead those interest payments had to be paid in 

gold. 

National bank notes were on par with legal tender notes because national bank notes were 

denominated in legal tender dollars. Consequently, when the national bank acts were passed in 1863 and 

1864, Congress also prohibited national bank notes from being used to pay duties on imports and interest 

on the public debt. 

After the resumption of specie payment on January 1, 1879, the value of legal tender notes and gold 

converged, as did national bank notes. From then on forward the printed restrictions on the backs of both 

legal tender and national bank notes were moot, and simply carried forward as historic artifacts. Congress 

never took the formal step to remove the restrictions. After all, there might come some serious derangement 

in the nation’s money that would cause the value of legal tender to once again be discounted against gold! 

 NATIONAL GOLD BANKS 

The economies in the east were conducted on a legal tender basis prior to the resumption of specie 

payments in 1879. However, some in the far west, particularly in California, were conducted on a specie 

basis. National bank notes, valued as legal tender notes, did not circulate freely in these specie 

environments. 

It therefore made sense to authorize the establishment of national banks that could operate on a 

specie basis, and to issue notes redeemable in specie in such places. An act dated July 12, 1870, did just 

that, establishing a special class of national gold banks. 

Only ten national gold banks were organized, the first in Boston, and nine in California. All were 

organized between 1870 and 1875. 

They operated at a competitive disadvantage because their reserve requirements were more 

stringent than non-specie national banks, and the amount of circulation they could issue was limited to 80 

percent of the value of the bonds on deposit with the Treasurer, rather than 90 percent. National gold banks 

remained viable only so long as legal tender currencies were shunned by the public that they served. 

There was one provision in the law authorizing these banks that is of particular interest. They were 

exempted from the requirement of having to accept regular national bank notes over their counters. The 

effect of this was to allow them to discount regular national bank notes, and to include them in their gold 

exchange business. 
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The incentives for circulating national gold bank notes vanished as the value of Federal promissory 

notes approached specie at the onset of 1879. Provisions were made to allow the existing national gold 

banks to convert into regular national banks, and those in California did so or liquidated. The First National 

Gold Bank of Petaluma was the last of the California gold banks to convert, an action that was taken in 

1884. 

The fact was that the national gold bank notes issued in California saw very active circulation. They 

were as good as gold, and everyone knew it. They were actually preferred over gold because they were 

easier to handle and transport. One numismatic consequence of their popularity is that they were saved in 

unprecedented numbers, and although highly sought, are common today. They generally don’t come in high 

grades, however! 

The special Kidder National Gold Bank of Boston on the eastern seaboard was an anomaly. It was 

organized by the owners of the venerable Kidder, Peabody & Co. investment banking firm, apparently for 

the purpose of facilitating specie based international transactions that constituted an important part of 

Kidder, Peabody business. 

What is of great numismatic importance about The Kidder National Gold Bank is that the bankers 

ordered and received $50, $100, $500 and $1000 gold bank notes, thus becoming the only bank to receive 

$1000 national gold bank notes. However, the Kidder bankers never pressed their notes into circulation, 

probably in an effort to avoid paying the circulation tax. They returned all their notes to the Comptroller of 

the Currency at the end of 1871, and liquidated the bank in September 1872. This record provides us with 

one of the great near misses in numismatic history!  

RESERVES AND BRITTLE BANKS 

Two problems developed that plagued the national banking system for decades, one of which 

ultimately led to the demise of the national bank note issues. One was the issue of reserves; the other was 

the issue of the elasticity of the currency supply (Robertson, 1968). 

The reserve requirement was tricky. The National Bank Act specified that each bank had to 

maintain lawful money reserves representing a set percentage of its deposits and outstanding circulation. If 

the reserves fell below this percentage, and could not be restored, the Comptroller placed the bank in 

receivership. 

The purpose for the reserves was to allow the bankers to redeem their notes that were presented 

over their counters, and, more importantly, to allow depositors to withdraw money from their accounts. 

Usually, the reserves consisted of legal tender notes, thus explaining the unusually large number of legal 

tender notes that have survived, especially high denomination large size notes. 

In effect, every national bank was an isolated entity that stood or fell on its own. There was no 

Figure 8. National gold banks were a special class of bank that operated on a specie basis. All 

but one operated in California where the local economies were conducted on a specie basis. 

National Numismatic Collection, Smithsonian Institution photo. 
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provision for the pooling of reserves whereby other banks could come to the rescue of one in trouble. 

If a bank maintained the legal minimum reserve, and a run developed on it, its reserves would 

immediately fall below the minimum so it could be declared insolvent. Similarly, if the bank had part of its 

reserves on deposit in a correspondent bank in compliance with the law, but the correspondent failed, it 

could find its reserve reduced to a value below the legal minimum and also be forced into receivership. The 

result was that national banks tended to be rather brittle. 

MONEY SUPPLY AND ELASTICITY 

The bonds deposited to secure national bank currency could not be less than one third of the capital 

of the bank under the terms of the Act of February 25, 1863. The Comptroller of the Currency then issued 

to the bank national currency representing 90 percent of the market value of the bonds. Consequently, each 

national bank was obligated to increase the supply of currency available to the nation. 

The requirements governing the minimum bond deposits, and the amount of national bank notes 

issued against the bonds, were changed over the years, but always remained tied to the capital of the banks. 

Therefore, the volume of national currency in the country was a rather static fixed percentage of the 

capitalization of the banks. 

One extremely important measure of the commercial viability of a paper currency is the ability of 

the money supply to expand and contract in response to business cycles. For example, in an agrarian 

economy, it is desirable for the money supply to increase during the planting season when farmers need 

cash flow to purchase supplies and machinery, and to decrease as cash becomes abundant during the harvest 

when money is being realized from crop sales, and is being used to pay off creditors. 

Ideally, a counterbalancing relationship should exist between interest rates and the money supply. 

When demand for money drives interest rates up, the money supply should increase in order to keep interest 

rates within reason. When demand falls, and interest rates fall, the money supply should contract thus 

dampening the decline in interest rates. 

National bank currency failed the elasticity test, a fact that ultimately led to its demise in 1935. The 

supply of national bank currency was inflexible because it was not linked to the volume of loan business in 

the banking system; rather it was fixed by the capitalization of the banks that were conducting the business. 

There was no built-in self-regulating ability for the bankers to expand or contract the money supply in 

response to demand for loans, regardless of how sound the loans were. 

This defect in the system actually exacerbated panics. Panics developed as the supply of money 

became scarce for whatever reason. A natural response of depositors during panics was to withdrew their 

money from banks, and hide it for safekeeping. It was being withdrawn from commercial activity exactly 

when it was needed the most! The result was to make money even scarcer, and to drive up interest rates on 

what was left, thus worsening the situation. 

A temporary experiment was legislated in an attempt to introduce the desired elasticity into the 

national bank currency supply following disastrous money panics in 1893 and 1907. This came in the form 

of the Aldrich-Vreeland Act in 1908. 

The concept was elementary. The bankers could deposit local bonds and commercial paper to 

secure additional note issues when loan demand rose, and interest rates climbed. This would inflate the total 

money supply to meet short term needs. They would then loan the additional currency for short periods at 

higher rates of interest. However, the emergency currency was taxed at a much higher rate than regular 

national bank note issues. Consequently, when demand fell, and interest rates adjusted downward, the high 

tax provided a strong incentive to quickly redeem the emergency currency, and thereby contract the money 

supply.  

The elasticity experiment, which lasted until 1915, failed to increase the national bank note supply 

in response to heightened seasonal business needs. The problem was that bankers found it too cumbersome 

and too costly to increase their circulations under its terms. 

The fact was that no currency ever would have been issued under the terms of the Aldrich-Vreeland 

Act were it not for the extreme financial crisis precipitated by the outbreak of World War I in Europe in 

August, 1914. Congress hastily passed an amendment to the Aldrich-Vreeland Act on August 4th that 

greatly liberalized the provisions of the act. As a consequence, over $380 million was infused into the 
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economy during the fall of 1914 to alleviate the financial crunch caused by the flight of paper money and 

gold to Europe. The New York banks, hardest hit, received almost half the total. 

The net impact of the crisis was to drive the total outstanding value of national bank notes to an all-

time record high. The national bank note supply ballooned from about $700 million to $1.1 billion by the 

end of October, 1914. This circulation quickly contracted as the stringency passed. 

In the meantime, the Federal Reserve system was established on December 23, 1913, with a 

currency having the desired elasticity. Consequently, the national bank note issues were doomed. The only 

remaining detail was just when these interesting notes would be phased out for good. 

The reputation of national currency was stellar. Frank Webster, a respected partner in the 

prestigious Kidder, Peabody & Co. investment banking firm of Boston, wrote on behalf of his company in 

1894, that in spite of its lack of elasticity, national currency “based upon U. S. Bonds, is certainly the best 

currency ever possessed by any nation upon the face of the earth, so long as our government maintains its 

Figure 9. Elasticity was a primary attribute of Federal Reserve currency, first introduced in 

1913. This class of currency ultimately displaced national bank currency. 
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determination and possesses the ability to keep up gold payments. * * * This may seem a strong statement, 

but it is true; whether in Norway, Turkey, Africa, India, Japan, or any other country, a U. S. national bank 

note is par or about par. For safety and convenience combined, I repeat that it is unequaled by any currency 

existing on the face of the earth” (Carosso, 1971, p. 29). 

THE COMPTROLLER OF THE CURRENCY 

The Comptroller of the Currency, an appointed Treasury official subordinate to the Secretary of 

the Treasury, is charged with supervising national banks. Prior to 1935, the Comptroller also was charged 

with carrying out the administrative details associated with the issuance of and circulation of the national 

bank note emissions, except the redemptions from circulation of worn notes after 1875. The latter function 

was assigned to the Secretary of the Treasury by an act passed in 1875. 

Now the Comptroller operates an office staffed primarily by a legion of national bank examiners. 

During the national bank note era, there also were a large number of clerks who handled the record keeping 

associated with the national currency issues. The job of the clerks grew to staggering proportions as the 

number of banks across the country rose. 

Two Comptrollers were honored by having their portraits on Series of 1902 national bank notes. 

The first Comptroller, Hugh McCulloch (1808-1895), on the $20, was tapped by Treasury Secretary Chase 

to serve under Lincoln from 1863 to 1865, whereupon Lincoln appointed him Secretary of the Treasury. 

He served as Secretary until 1869. President Arthur reappointed him Secretary during 1884-5. Prior to his 

Federal service, McCulloch was cashier and manager of the Fort Wayne branch of the State Bank of 

Indiana, beginning in 1835. When that bank was reorganized as the Bank of the State of Indiana in 1857, 

he was appointed president, a position he held until his appointment as Comptroller in 1863. Ironically, he 

was sent to Washington in 1862 to lobby against the establishment of a national banking system. 

John Jay Knox (1828-1892) appears on the $100. Knox was a capable and serious financial theorist 

who wrote prolifically on monetary policy. One of his papers urging establishment of a national banking 

system was so articulate, when it came to the attention of Secretary of the Treasury Salmon P. Chase, Chase 

appointed Knox to a clerkship in the Treasury Department. In 1867 Knox was appointed Deputy 

Comptroller of the Currency, and, in 1872, Comptroller of the Currency under President Grant. He was a 

vocal advocate of the gold standard, champion of the resumption of specie payments, and backer of sound 

money policies. He resigned as Comptroller to become president of The National Bank of the Republic of 

New York in 1884. 

 GRAND STATISTICS 

The work accomplished by the Comptroller of the Currency’s office during the 73 years of national 

bank issues between 1863 and 1935 was enormous. Added to this was the work of printing the notes, early 

on by the bank note companies, and later by the Bureau of Engraving and Printing. Not to be neglected was 

Figure 10. Hugh McCulloch, the first Comptroller of the Currency, is honored on $20 Series 

of 1902 national bank notes. 
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the Treasury’s National Bank Redemption Agency, which had the onerous task of redeeming the notes 

beginning in 1875.  

A total of 14,320 banks were chartered during the note issuing period from 1863 to 1935. Of these, 

12,631 actually issued currency. 

A grand total of $16,926,381,195 was placed in circulation, with $14,081,189,225 being large size 

notes, and $2,845,191,970 small. The semi-annual tax on this circulation totaled just over 206 million 

dollars, an amount that supported the operations of the Comptroller’s office. 

During the bumper year ending October 31, 1914, a staggering $818,227,830 in national bank notes 

was issued to somewhat fewer than 7,600 different banks. The largest amount of new currency shipped to 

the banks from the Comptroller’s office in one day was $9,850,380 on March 2, 1933. 

The greatest number of active banks operating at any one time was 8,276 on July 1, 1923. 

Thousands of face plates had to be maintained at the Bureau of Engraving and Printing. Large stocks of 

individualized state and territory back plates also were required prior to the Series of 1902 with its 

standardized back designs. 

The plate inventory was substantially reduced when the Series of 1929 was introduced, because 

Figure 11. John Knox, the longest serving and one of the most distinguished Comptrollers, 

graces the $100 Series of 1902 national bank notes. Photo courtesy of Jess Lipka. 

Table 4. Last charter number granted in each year.

Year No. Year No. Year No. Year No.

1863 179 1882 2849 1901 6074 1920 11903
1864 682 1883 3101 1902 6566 1921 12082
1865 1626 1884 3281 1903 7081 1922 12287
1866 1665 1885 3427 1904 7541 1923 12481
1867 1675 1886 3612 1905 8027 1924 12615
1868 1688 1887 3832 1906 8489 1925 12866
1869 1696 1888 3954 1907 8979 1926 13022
1870 1759 1889 4190 1908 9302 1927 13159
1871 1912 1890 4494 1909 9622 1928 13269
1872 2073 1891 4673 1910 9913 1929 13412
1873 2131 1892 4832 1911 10119 1930 13516
1874 2214 1893 4934 1912 10305 1931 13586
1875 2315 1894 4983 1913 10472 1932 13654
1876 2344 1895 5029 1914 10672 1933 13920
1877 2375 1896 5054 1915 10810 1934 14317
1878 2405 1897 5108 1916 10932 1935 14348
1879 2445 1898 5165 1917 11126
1880 2498 1899 5240 1918 11282
1881 2606 1900 5662 1919 11570
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one set of six one-subject overprinting plates was all that was required for each bank, no matter how many 

different denominations were used. Even so, the active inventory of 1929 overprinting plates peaked at 

about 6,500 sets. 

The maintenance of plates was certainly a burden on the production end. However, that was not the 

only headache. Preprinted stocks of sheets also had to be inventoried for every issuing bank at the 

Comptroller’s office. 

Redemptions also were a bookkeeping nightmare. Redeemed national bank notes had to be sorted 

by bank, series and denomination. The scale of this problem can be appreciated when you consider that 

over $700 million was redeemed and sorted during the peak year ending October 31, 1914. This amounted 

to a numbing average of $2.7 million per working day that year.  

Most of the new notes sent to banks represented replacements for worn notes retired from 

circulation. The outstanding circulation of the typical bank turned over about every 3.5 years. By October 

31, 1935, $14,035,682,565 in large size and $2,358,689,700 in small size had already been redeemed, 

representing almost 97 percent of the total issued. 

The wear and tear on the small denominations was worse than on the higher because they saw more 

active use. This can be illustrated nicely by statistics available for the Series of 1929 issues. Of all the $5 

notes issued between 1929 and 1935, 93.6 percent had already been redeemed by October 31, 1935! Only 

32.7 percent of the $100s had been redeemed by the same date. The respective percentages for the $10, $20 

and $50 denominations were 85.8, 69.6, and 51.2 percent. 

A perspective on survival is that national bank notes issued before 1924 represent about 20% of the 

total known, those issued before about 1918 about 10%, and those issued before 1900 less than 2%. The 

point is that if a note was issued before 1900, its survival is cause for great celebration. 

These statistics reveal why the leadership in the Comptroller of the Currency, the National Bank 

Redemption Agency of the Treasury, and the Bureau of Engraving and Printing did not particularly lament 

the phasing out of national bank notes in 1935. 

 THE NATIONAL BANK ACT 

The original National Bank Act of February 25, 1863, was entitled “An Act to provide a National 

Currency, secured by a Pledge of United States Stocks, and to provide for the Circulation and Redemption 

thereof.” The Act of June 3, 1864, which supplanted the 1863 act, carried the same cumbersome title. 

Section 1 of an amendment to the Act of June 3, 1864, signed into law on June 20, 1874, renamed 

the 1864 act “the National Bank Act.” For convenience, I use the shortened title when referring to either 

the 1863 or 1864 pieces of legislation in this book. 

Figure 12. The size of national banks notes was reduced in 1929 and 

standardized designs common to both the faces and backs on the other classes 

of currency then in use were adopted. National bank notes constituted the 

last class of currency to be downsized, largely owing to the magnitude and 

complexity of the task owing to the huge number of different banks that has 

to be accommodated. 
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