
Laws Governing the 

Circulation & Denominations 
National Banks Could Issue 

Purpose 

The purpose of this piece is to summarize in one place the laws that regulated the amount of 

currency national bankers could circulate during the note-issuing era and the denominations that they could 

use. In terms of circulation, we not only will be concerned with how much a specific bank could issue, but 

also the collective total that could be issued by all the banks in the country. 

Introduction 

A fundamental goal of the 1863 national currency act, and rewritten and reenacted 1864 successor, 

was to create a new form of redeemable paper currency that would circulate without resistance across the 

country. It was a bond-secured currency, wherein the bankers would purchase U.S. government bonds, 
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Figure 1. What transpired in Congress to cause this bank to receive 3,099 sheets of 5-5-5-5 versus only 68 

sheets of 10-10-10-20 Series of 1882 brown backs? 
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deposit the bonds with the U.S. Treasurer, be issued currency backed by the bonds, and press the currency 

into circulation. Should the bank fail, the Treasurer would sell the bonds and place the proceeds in a 

redemption fund to redeem the currency, thus protecting note holders. 

Laws Governing Circulation 

See Table 1 

From 1863 until passage of the Federal Reserve Act in 1913, the bankers were required to deposit 

a minimum value of bonds with the expectation that they would take out currency to make the concept 

work. Their incentive for engaging in the enterprise was that it provided a means for them to earn interest 

twice on the same investment; specifically, they earned interest on the bonds that were held by the Treasurer 

and again on the currency that was issued against the bonds that they could loan. 

Although bankers were required to purchase a minimum amount of bonds to secure circulation 

before passage of the Federal Reserve Act, there was no requirement that they actually take out circulation. 

Consequently, some didn’t. 

The officers in large numbers of existing banks sold their bonds and got out of the currency-issuing 

business after the Federal Reserve Act absolved them of the requirement to purchase bonds. Many officers 

in newly organized banks didn’t bother with circulation at all. The bankers who opted out could change 

their minds, purchase bonds, and begin or resume issuing. This explains delays or gaps in the circulation 

reports that can be observed in the statements of condition published in the annual reports of the Comptroller 

of the Currency. 

Laws Governing Denominations 

See Table 2 

National bank notes comprised but a fraction of the total paper currency of the nation so the 

Treasury had to balance the nation's commercial needs for selected denominations in part through the 

manipulation of nationals. At the outset during the Civil War bankers could order any of the authorized 

denominations they wished between $5 and $1,000. 

The suspension of specie payments by the nation's banks and the Treasury by the beginning of 1862 

had caused a severe shortage of coins and low denomination Federal currency so in 1864 Congress 

authorized the issuance of $1, $2 and $3 national bank notes to help alleviate the problem. The $3s never 

were adopted. 

A flaw that disregarded human nature in the 1863 and 1864 acts was that the bankers were not 

charged for their plates. Consequently, they tended to order several denominations whether their business 

required them or not. This was remedied in 1874. Once the Act of June 30, 1874 passed, the number of 

plates that were ordered dropped dramatically. 

The shortage of small denomination notes persisted so quite a few bankers in new banks, especially 

in small towns organized before the turn of the 20th century, opted to order only $5s. The $5-only issuers 

included the last of the Series of 1875-issuing banks and many 19th century Series of 1882 issuers. 

The Gold Standard Act passed in 1900 addressed the chronic shortage of small denominations by 

putting the burden for their issuance on the Treasury. This was primarily accomplished, by restricting the 

issuance of $20 and higher denomination silver certificates to only 10 percent of the outstanding silver 

certificate total, thus flooding the banking system with Series of 1899 $1, $2 and $5 silver certificates and 

ramped up production of Series of 1891 $10 silvers. 

The shortage of $10s was addressed further in the Gold Standard Act by a provision that small 

denomination legal tender notes were to be retired and reissued in higher denomination notes, mainly $10s. 

These $10s arrived in the voluminous issues of Series of 1901 bison notes. 

The national bank note issues were tweaked as well. The Gold Standard Act restricted the issuance 

of $5 national bank notes to 1/3 of the total circulation of a given bank. This diminished the supply of $5 

national bank notes but they were more than offset by Series of 1899 $5 silver certificates. However, 

limiting national bank note $5s resulted primarily in an increased use of the 10-10-10-20 combination, thus 

augmenting the availability of $10s. 

The Treasury still perceived that there was a shortage of $10s during the ensuing years. This was 

addressed administratively on July 23, 1906 when the Comptroller of the Currency William Ridgely issued 
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a circular to the cashiers of all national banks informing them that henceforth a 10-10-10-10 plate 

combination was being made available in the current Series of 1882 and 1902, so they were encouraged to 

adopt its use. The intent was that the officers of new banks would use a 10-10-10-10 instead of 10-10-10-

20 and existing banks would substitute 10-10-10-10s for a substantial part of their 10-10-10-20 needs, 

thereby increasing the availability of $10s. This helped a bit, but not enough. 

Circulation of $10 Treasury currency was finally given a huge boost with passage of an act in 1907 

that authorized $10 gold certificates, the first gold certificates smaller than $20. These came forth as Series 

of 1907 gold certificates in great quantity. 

The Aldrich-Vreeland Act of 1908 provided for short-term issuances of national bank notes secured 

by state and municipal bonds and sound commercial paper. The act authorized the issuance of $500, $1,000 

and $10,000 Series of 1882 and 1902 national bank notes in addition to the lower denominations. Treasury 

officials never saw the need for these high denominations and I never found models for them. 

The Treasury experienced an ever-growing demand for small denomination notes leading up to 

World War I and beyond. Thus, Comptroller of the Currency John Skelton Williams called for legislation 

to repeal the limitation on $5 nationals. This was granted by an amendment to the National Bank Act passed 

October 5, 1917 that repealed the $5 limitation. The act also authorized the issuance of $1 and $2 national 

bank notes but in amounts of no more than $25,000 per bank. The $1 and $2 denominations never were 

adopted although models were prepared for them. However, new banks began to issue nothing but $5s 

again, this time as Series of 1902 blue seal plain backs. 

Does Any of this Matter? 

A careful attention to the timing of laws and administrative decisions provided in Tables 1 and 2 

readily explains differing temporal patterns and oddities in the amount of circulation and denominations 

that a given bank could issue. An example will illustrate one of the many possibilities. 

Usually when a bank was issuing from 5-5-5-5 and 10-10-10-20 sheet combinations in the Series 

of 1882, the total number of such sheets was similar. However, occasionally Series of 1882 totals such as 

those for Ishpeming, Michigan (3095) are found where the two totals are starkly different: 3,099 sheets of 

5-5-5-5s and 68 sheets of 10-10-10-20s. 

The explanation usually is that the bankers ordered only $5s upon being chartered, which was the 

case when the Ishpeming bank was chartered December 21, 1883. The Gold Standard Act of March 14, 

1900 contained a provision that limited the issuance of $5 notes for all banks to 1/3 of their circulation. 

This caused a rush of orders at the Bureau of Engraving and Printing for 10-10-10-20 and/or 50-100 plates 

very late in the series for banks such as this Ishpeming bank in order to comply. Thus, the Ishpeming bank 

received only 68 sheets of 10-10-10-20s before being liquidated February 25, 1901. Notice on Figure 1 the 

disparity in the certification dates written in the bottom margins on the two proofs; specifically, Jan 5, 1884 

versus Aug 9, 1900. The same thing happened with the last of the Series of 1875-issuing banks that began 

life by circulating only $5 Series of 1875 notes. 

Table 1. Key legislative provisions governing the amount of circulation that 
national banks could obtain. 

How to use this table: Track a point of interest through successive acts. The point holds until it is 
specifically superseded, then that variant holds until it is specifically superseded, and so forth. 

Example 1: Circulation is limited to 90% percent of bonds (Act of February 25, 1863, Sec. 16); circulation 
is raised to 100% of bonds (Act of March 14, 1900, Sec. 12). 

Example 2: Maximum circulation cannot exceed the paid-in capital stock (Act of February 25, 1863, Sec. 
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16); maximum circulation is prorated based on paid-in capital stock (Act of March 3, 1865, Sec. 21); 
maximum circulation is 90% of paid-in capital stock (Act of July 12, 1882, Sec. 10); maximum circulation is 
100% of paid-in capital stock (Act of Mar 14, 1900, Sec. 12). 

Even though a deposit of bonds to secure circulation always was required prior to the Federal Reserve Act 
of December 23, 1913, no law required bankers to take out circulation or prevented them from reducing 
their circulation by depositing lawful money with the U. S. Treasurer to cover such redemptions. 

February 25, 1863: 
Sec. 3: Minimum capital required is based on population as follows: 

$50,000 – population of 10,000 or less, 
$100,000 – population over 10,000. 

Sec. 15: Required deposit of bonds equal to not less than 1/3 of paid-in capital stock. 
Sec. 16: Circulation limited to 90 percent of bonds. 
Sec. 16: Maximum circulation cannot exceed the paid-in capital stock. 
Sec. 17: Total amount of circulation for all banks limited to $300,000,000 with $150,000,000 

apportioned according to the representative population of the states, District of Columbia and 
territories and the remainder apportioned by the Secretary of the Treasury in due regard to the 
existing banking capital, resources and business of the states, District of Columbia and territories. 

Sec. 41: Banks must maintain a lawful money reserve equal to 25% of their outstanding circulation 

June 3,1864: 
Sec. 7: Minimum capital required is based on population as follows: 

$50,000 – population of 6,000 or less, 
$100,000 – population of 6,001 to 50,000, 
$200,000 – population of greater than 50,000, 

Sec 16: Required deposit of bonds equal to not less than $30,000 or less than 1/3 of paid-in capital 
stock. 

Sec. 21: Circulation limited to 90 percent of bonds. 
Sec. 21: Maximum circulation cannot exceed the paid-in capital stock. 
Sec. 22: Total amount of circulation for all banks limited to $300,000,000. 
Sec. 31: Banks must maintain a lawful money reserve against their outstanding circulation as follows: 

those in reserve cities – 25%, all others – 15%. 

March 3, 1865: 
Sec. 21: Maximum circulation is proportional to paid-in capital as follows and no more: 

capital up to $500,000 – 90 percent of capital, 
capital greater than $500,000 up to $1,000,000 – 80 percent of capital, 
capital greater than $1,000,000 up to $3,000,000 – 75 percent of capital, 
capital greater than $3,000,000 – 60 percent of capital. 

Sec. 21: $150,000,000 of total circulation apportioned according to the representative population of 
the states, District of Columbia and territories. Remainder apportioned by the Secretary of the 
Treasury in due regard to the existing banking capital, resources and business of the states, District 
of Columbia and territories. 

July 12, 1870: 
Sec. 1: Total amount of circulation for all banks increased $54,000,000 above the existing 

$300,000,000 limit, wherein the $54,000,000 was to be furnished to new banks in states and 
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territories having less than their proportion of circulation under the terms of the Act of March 3, 
1865 based on the census of 1870. If after one year the $54,000,000 was not subscribed for by 
such new banks, the Comptroller of the Currency could issue the remainder to banks in other 
states and territories having less than their proportion with preference to those with the greatest 
deficiency. 

Sec. 1: Maximum circulation for any bank organized hereafter limited to $500,000 (repealed by Act 
of July 12, 1882). 

Sec. 3: Circulation of national gold banks authorized and limited to 80 percent of bonds. 
Sec. 3: Maximum circulation of national gold banks limited to $1,000,000. 
Sec. 4: National gold banks must maintain a minimum reserve of 25 percent of their outstanding 

circulation in gold and silver coin. 

June 20, 1874: 
Sec. 2: Banks no longer required to carry a reserve against outstanding circulation. 
Sec. 3: All banks must maintain a redemption fund with the U. S. Treasurer equal to 5% of their 

outstanding circulation. 
Sec. 4. Bankers desiring to retire the whole or part of their circulations may do so in increments of 

not less than $9,000. 
Sec. 4: Minimum deposit of bonds to secure circulation set at $50,000. 

January 14, 1875: 
Sec 3.  Repealed aggregate limits on total national bank circulation ($300,000,000 as per Act of June 

3, 1864 + $54,000,000 as per Act of July 12, 1870). 
Sec 3. Repealed apportionment provisions in Sec. 21 of the Act of March 3, 1865. 

January 19, 1875: 
Sec. 1: Repealed the $1,000,000 limit on national gold bank circulations. 

July 12, 1882 (provided for a first 20-year extension of corporate life): 
Sec. 8: Banks having a capital of $150,000 or less required to deposit bonds equal to 1/4th of their 

capital to secure their circulations. 
Sec. 8: Circulation limited to 90 percent of bonds. 
Sec. 9: No more than an aggregate of $3,000,000 of circulation can be withdrawn upon deposit of 

lawful money by all banks per month. 
Sec. 10: Repealed limits on circulation imposed by Sec. 21 of Act of March 3, 1865. 
Sec. 10: Maximum circulation cannot exceed 90 percent of paid-in capital stock. 

March 14, 1900 (Gold Standard Act): 
Sec. 12: Circulation raised to 100 percent of bonds. 
Sec. 12: Maximum circulation cannot exceed 100 percent of paid-in capital stock. 

March 4, 1907: 
Sec. 4: No more than an aggregate of $9,000,000 of circulation can be withdrawn upon deposit of 

lawful money by all banks per month. 

March 30, 1908 (Aldrich-Vreeland Emergency Currency Act): 
Sec. 1: provided a bank has outstanding circulation secured by U. S. bonds to an amount not less than 

40 percent of its capital stock, it can then issue: 
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“or other security” issues backed by qualifying bonds limited to 90 percent of their market value 
and 

Sec. 1: “or other security” issues backed by qualifying commercial paper limited to 75 percent of its 
cash value as long as that circulation doesn’t exceed 30 percent of the unimpaired capital and 
surplus of the issuing bank. 

Sec. 5: The total amount of notes secured by both U. S. Government bonds and “or other securities” 
cannot exceed the unimpaired capital and surplus of the issuing bank. 

Sec. 5: The aggregate limit of all “or other security” outstanding at any time cannot exceed 
$500,000,000. 

December 23, 1913 (Federal Reserve Act): 
Sec. 17: Repealed requirements for deposit of bonds by national banks to secure circulations. 
Sec. 18: Beginning December 23, 1915, banks desiring to retire the whole or part of their circulations 

could submit applications to the U. S. Treasurer to sell the securing bonds, which the Federal 
Reserve Board could require the Federal Reserve banks to purchase. The aggregate of such sales 
could not exceed $25,000,000 per year. 

August 4, 1914 (Federal Reserve Act Amendment): 
Sec. 1: The Secretary of the Treasury could (and did) waive the Act of March 30, 1908, section 1, 

requirement that the bank must have an existing bond secured circulation in order to receive 
currency secured by “or other securities.” 

Sec. 1: The Secretary of the Treasury could suspend the $500,000,000 limit on "or other security" 
currency" in Section 5 of the Act of March 30, 1908. 

Sec. 1: The total amount of notes secured by both U. S. Government bonds and “or other securities” 
cannot exceed 125 percent of the unimpaired capital and surplus of the issuing bank (expired 
June 30, 1915). 

June 21, 1917 (Federal Reserve Act Amendment): 
Sec. 9: Amended and reenacted all repeal requirements for deposit of bonds by national banks to 

secure their circulations. 

July 22, 1932 (Glass-Borah Amendment, Federal Home Loan Bank Act): 
Sec. 29: Bankers can use any Treasury bonds with interest rates of 3-3/8 percent or less to secure 

their circulations until July 22, 1935. 

Table 2. Congressional acts and administrative decisions governing the 
denominations that were issued by national banks. 

February 25, 1863: 
Sec. 18: Authorized $5, $10, $20, $50, $100, $500, $1000 notes. 

The following Original/1875 series plate combinations were used: 
5-5-5-5 20-20-20-20 100-100 
10-10-10-10 20-20-20-50 500 
10-10-10-20 20-20-20-100 500-500-500-500 
10-10-20-20 20-20-50-100 500-1000 
10-10-20-50 50-50 500-500-500-1000 (Original only) 
10-20-50-100 50-100 1000 (Original only) 
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10-50-50-100 50-50-50-100 1000-1000-1000-1000 

Sec. 19: Bankers did not pay for their plates directly, all expenses associated with the production of 
the notes and operation of the Comptroller of the Currencies office were covered by a tax on the 
outstanding circulation of the bank. 

June 3, 1864: 
Sec. 22: Authorized $1, $2, $3, $5, $10, $20, $50, $100, $500, $1000 notes. 

The following additional plate combinations were used in the Original/1875 series: 
1-1-1-1 (Orig only) 1-1-1-2 1-1-2-2 
$3 denomination was not used 

Sec. 22: Not more than 1/6th part of a bank's notes shall be of denominations less than $5. 
Sec. 22: No $1, $2 or $3 notes to be issued after resumption of species payments. 
Note: Species payments resumed January 1, 1879. 

March 3, 1873 (Act making Appropriations for sundry civil expenses of the Government for the fiscal Year 
ending June 13, 1874—Treasury Department): 

Note: Surprise legislation that authorized Circulating Notes to replace successfully counterfeited 
national bank notes. No denominations were specified. 5,625 sheets of Series of 1873 10-10-10-10 
notes were delivered to the Comptroller of the Currency for seven banks and design work progressed 
on $1, $2 and $5 faces at the BEP before the series was killed as unnecessary. Bankers were required 
to pay for the plates but this probably was not enforced because they didn't receive their notes. 

June 30, 1874: 
Sec. 3: Bankers in banks organized hereafter had to pay for the plates they ordered. 

July 12, 1882 (provided for a first 20-year extension of corporate life): 
Sec. 6: All bankers in extending banks had to pay for the plates they ordered, 
Note: This act did not explicitly specify the denominations that extended banks could receive. The 

Treasury made the following plate combinations available to them in a new Series of 1882: 
5-5-5-5 10-10-10-20 50-100 
10-10-10-10 beginning July 23, 1906 
50-50-50-100 beginning October 1910 when use of the 50-100 combination was phased out 

Hereafter, without specific Congressional authorization, the Comptroller of the Currency's office 
also issued the Series of 1882 to newly organized banks, thus phasing out the Original/1875 series 
for new banks. 

March 14, 1900 (Gold Standard Act): 
Sec. 12: The circulation of $5 notes was limited to 1/3 of the total circulation of the bank. 

April 12, 1902 (provided for a second 20-year extension of corporate life) 
Note: The Treasury made the following plate combinations available in a new Series of 1902 to 

banks extending for a second time: 
5-5-5-5 10-10-10-20 50-100 
10-10-10-10 beginning July 23, 1906 
50-50-50-100 beginning November 1910 when use of the 50-100 combination was phased out 

Hereafter, without specific Congressional authorization, the Comptroller of the Currency's office 
also issued the Series of 1902 to both newly organized banks and extending banks extending for a 
first time, thus phasing out the Series of 1882 for new and extending banks. 
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March 30, 1908 (Aldrich-Vreeland Emergency Currency Act): 
Sec. 11: Authorized $5, $10, $20, $50, $100, $500, $1000, $10,000 Series of 1882 and 1902 date back 

notes. 
Note: No $500, $1000 or $10,000 plates were made. 

October 5, 1917: 
Sec. 2: Repealed the limitation placed on the issuance of $5 national bank notes. 
Sec. 3: Authorized $1 and $2 notes but limited them to no more than $25,000 of a bank's circulation, 
Note: No $1 or $2 plates were made. 

March 3, 1919: 
Sec. 4: Authorized $500 and $1000 notes. 
Note: No $500 or $1000 plates were made. 
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