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Early Banking History of the Republic
By Cliff J. Murk

The first banks established while the American Col-
onies were still under British dominion were Land
Banks. They were formed because the people had no
capital resources and needed credits and money to
transact their business. Stockholders pledged their land
as security for the notes of a bank: these notes were
then circulated as money. While this system worked
after a fashion, it was not the ultimate in satisfaction.
One of the early banks of this type was the Land Bank
of Massachusetts; it was organized in 1739 and remained
in business for 20 years.

Banking after the Revolution had very few if any
restrictions imposed from without. Numerous groups in
several states tried to found banks that would be recog-
nized as official institutions of the government. Notable
among these was the Bank of the State of Pennsylvania,
which was organized in 1780. The Bank of the State
of New York and the Bank of Maryland followed close
behind. These banks were chartered and supported by
the states, which sometimes held a share of the capital
stock. Other localities allowed banks to organize which
sometimes assumed the name of state banks. although
the capital was subscribed by the public. These banks
issued currency and made loans but received no large
volume of deposits because the country had no great
surplus of wealth, specie or otherwise.

Congress, in attempting to relieve the chaos, chartered
the Bank of North America, which was organized in
Philadelphia in 1781. Robert Morris was Superintendent
of Finance for the government and it was through his
advice that this bank was formed. It did prove success-
ful in making temporary loans to the government.
Morris' attempts to develop dependable sources of reve-
nues for the government were not so successful. however.

Washington was chosen first President of the United
States in 1789 by unanimous vote. For his constitu-
tional advisors he appointed Thomas Jefferson for Secre-
tary of State: Henry Knox, Secretary of War: Alexander
Hamilton, Secretary of the Treasury; and Edmund
Randolph. Attorney General.

Jefferson was a profound scholar, a deep thinker,
and a believer in the common man for self-government.
Hamilton, on the other hand, was an aristocrat by nature
and had married into the wealthiest family of the landed
gentry in New York. He was representative of the
trading, banking and commercial interests of New York
and New England. This included the Tories of the
Revolution.

The first Bank of the United States

With two statesmen of such diverse and antagonistic
views in the same cabinet, it was inevitable that such
conflicts in political sentiment would lead to the be-
ginnings of two great political parties.

As nearly as can be ascertained. Hamilton was the
instigator of the formation of the Bank of the United

States. The enabling act received his utmost aid in
Congress and was adopted February 25, 1791. The
Bank of the United States was then under way.

Jefferson was very much opposed to this Bank be-
cause he believed it vested too much power in creating
a monopoly, bolstered by the credit and revenues of
the government. In a most pointed communication to
Washington, he advised the veto of the bill. but Wash-
ington sided with Hamilton, his Secretary of the Trea-
sury, and signed the bill into law.

The act fixed the Bank's capital at ten million dollars,
of which eight million was subscribed by the public and
two million by the government. The Bank was given
power to issue circulating notes as money having full
legal tender for the payment of taxes and demands due
the government. It was made the official Depositary
of the government, and thus it became the fiscal agent of
the Treasury Department. The charter ran for 20 years.

Thomas Willing. who worked with Robert Morris in
supporting the financial side of the Revolution. was
appointed by Washington as a commissioner. along with
others, to receive subscriptions to the Bank and then
served as president of it until 1797, when his health
broke and he retired to private life.

Thomas Jefferson remained in opposition to the Bank.
and his voice was heard as serious political opposition
was developed by a group of citizens who feared the
centralization of power in the federal government. Con-
gress refused to renew the charter, so the Bank was
liquidated in 1811. All obligations were paid in full.

The second Bank of the United States

After the liquidation the country was plagued with
numerous local and state banks which operated with
little or no supervision. Because they could operate
so loosely and had no legal obligations to maintain specie
reserves against notes issued, failures were very common
in times of recession. Agitation was started for the
formation of a strong National Bank.

It was instrumental in the formation of the Second
Bank of the United States in 1816. The capital was
increased to thirty-five million dollars. Twenty of its
directors were chosen by stockholders and five were
appointed by the President of the United States. The
government held a large block of stock. The Bank
issued notes of $5 and larger which were legal tender.
It was obliged to transfer public funds free of charge
and was made the official depository of government
funds. In return for the exclusive privilege of national
charter, the Bank paid the government a bonus of one
and a half million dollars. Congress in 1817 required
that all moneys due the government be paid only in
specie. Treasury notes, notes of the Bank of the United
States or in notes of local banks that were payable in
these foregoing currencies. This forced the state banks
to tighten up and resulted in sounder banking practices.
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While this Bank was successful in operation, it, too,
ran into political opposition and its charter was denied
in 1836. largely through the efforts of Andrew Jackson
and his cohorts.

Both of the buildings that these banks occupied are
still standing in Philadelphia. The first Bank of the
United States is probably the oldest bank building in
the country. It is on Third Street between Walnut and
Chestnut. The second is located between Fourth and
Fifth near Chestnut. Neither is far from Carpenter's
or, as we know it, Independence Hall.

The City Bank of New York

An interesting side light of this story is the formation
of the City Bank of New York. Washington and
Hamilton were, indirectly, the fathers of this bank also.
When the first Bank of the United States was dechartered
by Congress, it left a void in banking circles of New
York City that had to be filled. A group petitioned the
New York state legislature for a charter for the City
Bank of New York. Three days after it was granted,
the directors met to elect officers. A deal was worked
out whereby the holders of the liquidating Bank of the
United States stock could trade it on an equitable basis
for City Bank stock. Owners of some ten thousand
shares chose to make the trade. Capitalization was two
million, but an active banking business was started with
eight hundred thousand paid in. The City Bank occupied
the New York offices at 52 Wall Street vacated by the
first Bank of the United States. It moved once, in 1908,
down the street to No. 55, where it has remained until
the present.

At the start of the National Banking System, the bank
surrendered its state charter and in 1865 opened as the
National City Bank. In 1921, the Commercial Exchange
National Bank was absorbed. It was then that National
City began opening branch banks throughout the city.
Up to this time its only place of business had been
Wall Street, with only one move in 109 years. In 1929,
the Farmers Loan and Trust Company was incorporated
into its banking structure. In 1931, the Bank of America
was also absorbed, again increasing branch banking and
total resources.

The National City was the first National Bank to
establish branches abroad and has always been active
in developing American foreign trade. No city in the
world of any importance in commerce is without a
branch, correspondent or affiliate of this bank. The
National City Bank has a traveler's check that is recog-
nized wherever men meet. Washington and Hamilton
did a good job, with very little help.

Among the more interesting souvenirs of this period
in our banking history is a muled check of one of the
earlier banks—the Bank of North America, Bank of
Maryland, Bank of the State of Pennsylvania, or the
Bank of the State of New York 	 with the name of the
original bank crossed out and the first Bank of the
United States written in.

Call for Annual Meeting
Meet Me in St. Louie

The tenth annual meeting of the Society of Paper
Money Collectors will be held on August 21, 1970, at 12
o'clock noon in the Tiara Room of the Chase-Park
Plaza Hotel in St. Louis. As required by our By-laws,
this meeting will be held in conjunction with the annual
convention ( Aug. 18-22 I of the American Numismatic
Association.

The meeting room will be open to members and their
guests at 11:30 A.M. for refreshments at a cash bar.
Lunch will be served at 12 noon, to be followed by a
business meeting and presentation of awards. Five gover-
nors are to be elected (see nominations in this issued for
three-year terms. A meeting of the new Board of Gover-
nors will follow the general meeting, and all officers
should be present.

Tickets for the luncheon, at $5.00 each including tax
and gratuity, may be purchased by mail prior to August
10 from Treasurer M. Owen Warns, P. 0. Box 1840,
Milwaukee, Wis. 53201. Please make remittance pay-
able to S.P.M.C. At the convention tickets may be pur-
chased from Mr. Warns or from dealer-members in the
bourse room. We must place orders for meals 48 hours
in advance, so please get your tickets before noon
Wednesday.

This is our only gathering of the year, so please attend
if at all possible. This is one way in which you can
show support of your officers, make known your ideas
about the Society, and visit your friends among the
membership. "Meet me in St. Louie," Friday, August 21.

GLENN B. SMEDLEY

President

Nominations Report
In accordance with Article III, Section 3a, of the By-

laws of the Society, as amended in February 1968, this
Committee nominates the following five members to serve
as members of the Board of Governors for three-year
terms: Vernon L. Brown, Forrest W. Daniel, Nathan
Goldstein II, William J. Harrison. and Robert E. Medlar.

Other nominations may be made as provided in the
Bylaws. The election will take place at the Society's an-
nual meeting on August 21, 1970, in the Chase-Park
Plaza Hotel in St. Louis. The five Governors elected
there and the following ten hold-over Governors will
constitute the 1970-71 Board of Governors: Thomas C.
Bain; William P. Donlon: James L. Grebinger; Richard
T. Hoober; Brent H. Hughes; Charles O'Donnell; J. Roy
Pennell, Jr.; Glenn B. Smedley; George W. Wait; and
M. Owen Warns.

J. ROY PENNELL, JR.

Chairman, Nominating Committee
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