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 ABSTRACT 

The $1 and $2 Original Series and Series of 1875 national bank notes were provided for in the 

National Bank Act of June 3, 1864, to augment the volume of small denomination notes in circulation. 

Their issuance was a direct outgrowth of the lack of coins resulting from the suspension of specie payments 

by commercial banks December 30, 1861, and the Treasury on January 1, 1862, several months after the 

outbreak of the Civil War in April. The Act of June 3, 1864, required that the $1 and $2 national bank notes 

cease to be issued upon the resumption of specie payments, an event that was mandated to take place on 

January 1, 1879, by the Act of January 14, 1875  

The first $1 and $2 national bank notes were placed in circulation in 1865. During the next 15 years, 

23,169,677 $1s and 7,747,519 $2s were issued, comprised of 80 percent Original Series and 20 percent 

Series of 1875 notes. 
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by 
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Figure 1. $1 and $2 national bank notes always have had a special allure among collectors. 
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 CIVIL WAR HOARDING 

The issuance of $1 and $2 national bank notes was a somewhat delayed result of the crisis attending 

the suspension of specie (gold and silver coins) by commercial banks. Financial insecurity in 1861 caused 

by the fear that the Union might lose the war resulted in widespread hoarding of gold and silver. Making 

matters worse was the fact that the government began giving itself loans by issuing demand notes that were 

supposed to be redeemable in coin, yet there were more notes outstanding than coin in the Treasury. 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, so postage stamps, private scrip, 

and ultimately fractional currency took the place of small change. 

Federal currency available in 1861 consisted of $5 and higher denomination demand notes, 

followed in March 1862, by legal tender notes. $1 and $2 legal tender notes and fractional currency 

appeared after August 1862. Lower denomination currency before the 1862 issues consisted only of state 

bank and private promissory notes, that continued to circulate in volume until taxed out of existence 

beginning July 1, 1866. 

The Act of February 25, 1863, did not provide for national bank notes of denominations less than 

$5, the hope being that specie, legal tender notes or, at worst, state bank and private promissory issues 

would fill that void. However, when the Act of June 3, 1864, was drafted to supersede the 1863 act, 

suspension of specie payments was wearing into its third year with no end in sight, and small denomination 

federal notes and coin were in short supply. 

 $1 AND $2 NATIONALS NEEDED 

Both the 1863 and 1864 acts required banks to hold lawful money reserves to be used to redeem 

Figure 2. Lazy dueces are special. Heritage Auction archives photo. 
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their notes. Lawful money translated into legal tender notes that at the time could be purchased at a discount 

against specie. Therefore, the issuance of national bank notes reduced the circulating supply of legal tender 

notes, including $1 and $2 notes, because the bankers tied them up as part of their reserves. Sensing this 

constriction, Congress provided for small denomination national bank notes in the 1864 act. 

Section 22 of the National Bank Act of June 3, 1864, allowed for the following denominations: $1, 

2, 3, 5, 10, 20, 50, 100, 500, and 1000, provided “That not more than one sixth part of the notes furnished 

to an association shall be of a less denomination than five dollars, and that after specie payments shall be 

resumed no association shall be furnished with notes of a less denomination than five dollars.” Clearly the 

intent here was to provide an additional supply of small denomination notes until gold and silver coins 

began to circulate again. 

Next, Congress passed an act that was signed into law on March 3, 1865, that imposed a 10 percent 

per year tax on state bank notes, thus forcing the non-federal currency from circulation. This placed further 

importance on making small denomination national bank notes available. 

The first shipment of Original Series $1 and $2 national bank notes was sent to The First National 

Bank of Akron, Ohio, charter 27, on April 1, 1865. The shipment consisted of 1-1-1-2 sheets with bank 

numbers 1 to 1000, and red Treasury numbers 2023 to 3022. The first 1-1-1-2s printed were for The First 

National Bank of Washington, DC (26), bearing Treasury serial numbers starting at 9 (red); however, the 

first of these were not sent to that bank until March 18, 1869. The earliest plate date found on Original 

Series $1 and $2 national bank notes is January 2, 1865, in contrast to November 2, 1863, for several other 

plate combinations. 

 CONVERTIBILITY OF NATIONAL CURRENCY 

The value of national bank notes was tied directly to the value of legal tender notes into which they 

were convertible. Figure 3 shows the value of legal tender dollars, and thus national bank dollars, against 

gold during the suspension period. The value was governed by the confidence of the public in the ability of 

Figure 3. Value in gold of $1 in legal tender notes on July 1 for the years shown. $1 in gold equals 25.8 grains 

of gold. National bank notes were convertible into legal tender notes. Data from Comptroller of the Currency 

(1877 p. XIII, 1878, p. XV). 
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the government ultimately to honor the redemption of its legal tender promissory notes. Notice that this 

faith reached a low in the final months of the Civil War as the Treasury became increasingly depleted. The 

primary source for revenue at this time was customs taxes, payable in specie, but foreign trade was seriously 

curtailed by the war. The instability in the value of legal tender notes was injurious to all types of commerce, 

and dual accounts had to be maintained, one for balances in specie, and another for balances in legal tender. 

The return to specie payments was fraught with anxiety. Fear focused on the concern that if specie 

payments were resumed, there would be a run on the coin in the Treasury, and there simply wasn’t enough 

of it to redeem all of the outstanding legal tender notes. 

On January 14, 1875, amid heated controversy, Congress passed an act requiring the resumption of 

specie payments by January 1, 1879. This legislation dictated the convertibility of legal tender notes into 

gold at par. Because national bank notes were convertible into legal tender notes, they too would have value 

equal to gold. Thus, all the nation’s money would circulate at par. Dual bookkeeping would no longer be 

necessary. 

 RESUMPTION 

As January 1, 1879, approached, it served no interest for a run to develop on the Treasury, or for 

the banking community to subvert the intent of the Act of January 14, 1875, to force all forms of currency 

and specie to circulate at par. To this end, the powerful New York Clearinghouse Association adopted 

Figure 4. Numbers of outstanding $1 and $2 national bank notes on October 31 for the years shown. Data from 

Comptroller of the Currency (1917). 
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recommendations that 

required its members to 

obliterate the distinctions 

between legal tender currency 

and gold coin by January 1, 

1879 (Comptroller of the 

Currency, 1878, p. xxxi). 

Passage of the 

resumption act boosted 

confidence so the late 1870s 

were prosperous. The 

following statistics were 

reported by the Comptroller 

of the Currency (1879, p. xiii-

xv). Crops were excellent, 

and a surplus in foreign trade 

prevailed in the late 1870s, 

reaching $294 million for the 

year 1879. Surplus revenues 

were accumulated in the 

Treasury (customs taxes were 

paid in specie), and between 

1877 and 1879 the Treasury 

sold $90 million in bonds at 

par or above in return for 

coin. On the day of 

resumption, the Treasury had 

accumulated $135 million in 

gold and $32 million in silver, 

the gold alone representing 

almost 40 percent of the $346 

million in legal tender notes 

then outstanding. The banks 

held a third of the outstanding 

legal tender notes, and the 

public held $320 million in 

national bank notes. General 

confidence in the economy, 

as well as confidence in the 

ability of the Treasury to 

convert the paper into coin, was sufficient that there were no significant redemptions despite the fact that 

the Treasury only held about $1 in specie for each $4 in outstanding legal tender and national bank notes. 

Instead, within ten months after specie payments were resumed in 1879, the government stock of gold 

actually increased by another $36 million. 

Figure 5. Certified proof from 

a 1-1-1-2 plate after it was 

altered from an Original 

Series into a Series of 1875 

plate. 
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The $1 and $2 national 

bank notes ceased to be issued to 

the banks in January 1879, under 

the terms of Section 22 of the 

National Bank Act of June 3, 

1864. The last shipment was sent 

January 22 to The First National 

Bank of Warren, Rhode Island 

(673), and included bank serial 

numbers 1001-2000. Thus these 

beautiful low denomination 

notes slid into history. Figure 4 

shows their fate. 

$1 AND $2 ISSUES 

The total number of $1 

and $2 national bank notes 

issued was 23,169,677 and 

7,747,519 pieces, respectively. 

Approximately 80 percent of the 

issues were in the form of 

Original Series notes and 20 

percent were Series of 1875 

notes. Most were issued in 1-1-

1-2 sheet combinations. 

Four banks utilized the 

1-1-2-2 combination: The 

Washington County National 

Bank of Greenwich, New York 

(1266), The Westchester County 

National Bank of Peekskill, New 

York (1422), The Merchants 

National Bank of Bangor, Maine 

(1437), and The City National 

Bank of Manchester, New 

Hampshire (1520). Each issued 

Original Series $1s and $2s. No 

1-1-2-2 Series of 1875 were 

issued although they were 

printed for Greenwich and 

Peekskill. 

The First National Bank of Philadelphia, Pennsylvania (1), holds the distinction of being the only 

bank to have a 1-1-1-1 plate prepared for it. However, the 500 sheets of Original Series notes printed from 

this plate in March of 1865 never were issued, and they eventually were cancelled on June 14, 1867. 

No $3 national bank notes were prepared even though they were authorized in the Act of June 3, 

1864. The $1 and $2 denominations were again authorized in an amendment to the National Bank Act dated 

Figure 6. Certified proof from a 

1-1-2-2 Series of 1875 plate. No 

Series of 1875 notes were issued 

from 1-1-2-2 plates. 
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October 5, 1917, that limited the issuance of such denominations by any bank to no more than $25,000. 

These denominations never were prepared owing to a combination of the press of other work at the Bureau 

of Engraving and Printing, and the issuance of $1 and $2 federal reserve bank notes, nor were they 

contemplated for the 1929 series that followed. 

 HISTORICAL POSTSCRIPT 

According to Comptroller of the Currency John Jay Knox, the resumption of specie payments 

couldn’t have worked out better for the nation. Using the measure of accumulating gold in the Treasury, 

the economic engine that was the United States began harvesting the rewards for conquering its frontiers. 

The growth of this wealth fostered visions of greater frontiers beyond, for the nation was poised to try its 

hand as a colonial power in less than 20 years. If manifest destiny was the religion, gold was the Sacrament. 

You can read in Knox’s words his delight in the situation (Comptroller of the Currency, 1880, p. v-xiv). 
The movement of the currency and the operations of the banks have never been more interesting than 

during the months which have intervened since the resumption of specie payments. To most of the political 

economists of this and other countries the resumption of coin payments by the United States at the time 

fixed by law, and its successful maintenance, were deemed almost impossible. No country had ever before 

successfully maintained payments in coin with so large a volume of currency outstanding, or with an 

amount of currency greatly in excess of its coin. Even those who were known to be earnestly in favor of 

resumption, both in and out of Congress, doubted the ability of the government and of the banks to 

commence and continue coin payments without a preparatory reduction of the amount of notes in 

circulation. They said, truthfully, that no nation maintains at par a convertible paper currency which has 

not in its banks or among its people an equal amount of coin, and that, if successful, the United States 

would be an exception, and the only exception, in this respect, among commercial nations. But the 

resumption act giving authority for the purchase of coin in the markets of the world with United States four 

and one-half, or five per cent. bonds made resumption certain, if the bonds for a sufficient amount could 

be readily marketed at not less than par, as authorized by law. Purchasers for the bonds were promptly 

found, and resumption came so easily that many persons now believe it could have been as well 

accomplished one year earlier, if Congress had fixed upon January 1, 1878, instead of upon the following 

New Year’s day. 

Since the date of resumption, the country has been month by month growing richer in coin, not by 

the sales of bonds, which have been rapidly increasing in value, but by the production of the mines and the 

influx of specie in return payment for the excess of exports of our abundant products over our imports. The 

whole country has become so habituated to the use of paper money that the difficulty has been—not to 

provide means for its payment for scarcely a dollar has been demanded—but to supply the people with 

Treasury and national-bank notes, which have been almost universally preferred. 

 *  *  * 

The merchant, the manufacturer, and the farmer are alike prosperous; the people have paid their debts 

to an unprecedented degree, and hold their earnings in the paper currency of the government and of the 

banks in larger amounts than have hitherto been known. The receipts of the government have been so large 

that, after refunding many millions of 5 and 6 per cent. bonds into 4 per cents., it has still been able during 

the year to purchase in the market at a premium more than 100 millions of its bonds for cancellation. The 

deposits of the banks have everywhere increased, and money has been abundant wherever business or 

investment has invited capital, and there has probably never been a period when it has generally 

commanded so low a rate of interest as during the last two years. 

 *  *  * 

The imports of gold in excess of exports, from the date of resumption to November 1, 1880, have 

been $119,384,795, not including imports outside of New York City in October of this year, and the 

estimated gold production of the mines is $67,449,929; in all, $186,834,724. During this period the gold 

in the Treasury has increased $20,976,007, and in the banks $73,976,149, and the remainder, $91,882,568, 

has been dispersed throughout the country or used in the arts. 

 *  *  * 

The average prices and value of manufactured goods, of breadstuffs, of provisions, and of other 

products have largely increased. The laborer has been steadily employed at remunerative wages. The 

frontier has rapidly receded. All classes of people have been liquidating their debts, and much greater 

amounts of money have been held in the tills of country traders and at home for ready use. The hoarding 

of a small amount by each of fifty millions of people, or by millions of families, is of itself sufficient to 
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account for the disappearance from the usual places of deposit of a large portion of the addition to the 

circulating medium since the date of resumption. 
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