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Counterfeiting of Early U. S. Legal Tender Notes
and Fractional Currency

By William P. Koster

(Editor's note: When Bill Koster started working on a series of articles on
counterfeiting for PAPER MONEY, he felt that they would make interesting
reading for members of SPMC from a technical as well as a historical stand-
point. Now that the first article is complete and the others are well along, he
realizes that the material presented may also have another value to collectors.
There is today a modest amount of counterfeit paper money unknowingly in
the hands of collectors. This is particularly true of the Legal Tender issues
of 1862-63 and of the First Charter National Bank Notes. It is hoped, therefore,
that these articles may also help readers to authenticate the material in their
own collections as well as notes that they may want to acquire in the future.)

Introduction—Counterfeiting in America

C OUNTERFEITING is as old as coined money itself.
dating back to 500-600 B.C. In the colonial United

States, wampum was the first money to be debased, fol-
lowed by many of the issues of colonial coins and paper
money. Counterfeiting of paper currency, supported by
the British, became very widespread during the American
Revolution. Issue after issue of Continental Currency, be-
coming naturally inflated from the pressure of a wartime
economy, was pushed to the brink of nonacceptability
by extensive, clever counterfeiting. Hence arose the
expression familiar to most of us, "Not worth a Con-
tinental." In the 1780-81 era, loans from the French
plus shrewd financial juggling at home were the only
things that kept the country afloat.

In the immediate postwar era, European coinage was
largely used in the new Republic. The United States
began minting its own coins in 1793, although the quan-
tity available for commerce was relatively insignificant
for many years. In the early 1800's, paper money then
being issued by individual banks and other financial in-
stitutions began to circulate again, for the first time since
the end of the Revolution. At first, acceptance was
largely on a local basis. But by the 1850's, paper money
was circulating freely and, of course, counterfeiters were
active. While counterfeiting of coinage had taken place
in most places in the world, only in the United States
did the counterfeiting of paper money reach proportions
large enough to have a significant effect on the economy.

The paper money of the 1850's was relatively easy to
compromise. The banks issuing this currency selected
designs from the wide variety of "standards" offered by
the many companies that were in the business of print-
ing banknotes. Some of the larger institutions had their
own designs especially engraved for them. In this period,
banknotes were printed from high-quality, engraved
plates containing vignettes of prominent historical figures
or of contemporary scenes. Before issuing, notes were
usually hand-signed by two or more bank officers.

This situation presented several possibilities for "mak-
ing money," all of which were used with varying success.
The quick-money men most often resorted to one of the
following:

(1) Stealing unsigned notes from an engraving com-
pany and forging the bank officers' signatures. No
one, except at the issuing bank or possibly at other
banks in the city of origin, would recognize a
forged signature. Even completely different names
could be used if the notes were to be passed in
an adjacent city, and no one would be likely to
know the difference.

(2) Raising denominations of notes by bleaching and
reprinting the main value numbers, thus rather
easily changing a 5 to a 50 or a 10 to a 100.
Since designs were not uniform, such changes
were not easily recognized by people who did not
handle a lot of paper money.

(3) Designing their own currency and having engrav-
ings made. Imaginative crooks might even invent
the name of a bank in a city 50 or more miles
away. After printing notes for a few days, the
name of a different bank could be inserted into
the plate and more copies run off, thus helping
greatly to avoid detection.

(4) Engraving diligently and meticulously a copy of
a particular note. While it would not be possible
to exactly duplicate the original, good engravings
usually passed easily if not presented at one of
the banks in the town of issue.

Several organizations flourished merely by publishing
Counterfeit Detectors. These were lists and descriptions
of both altered and counterfeit notes known to be in cir-
culation. In 1841, for example, three Counterfeit De-
tectors were simultaneously being published in Phila-
delphia alone. One of these in that year listed 1,727
different counterfeit issues of which the public was to
be wary.

Men involved in counterfeit detection were also popu-
lar lecturers. One was noted to have told this story
about a merchant. who. having a ten dollar bill offered
to him, had to:

First, look at a Detector to ascertain whether the in-
stitution is sound.

Second, ascertain whether it is an alteration by any
of half a dozen processes, either in name or denomina-
tion.

Third, ascertain whether it is a "spurious" note or
totally unlike the genuine issue of the bank.

Fourth, ascertain whether it has been made by past-
ing together portions of a number of swindled notes.
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Fifth, ascertain whether it is counterfeited by photog-
raphy.

Sixth, ascertain whether it is a counterfeit by lithog-
raphy.

Seventh, ascertain whether it is a counterfeit by the
legitimate engraving process.

In most cases, the purchaser is tired before the mer-
chant is satisfied, and the merchant is vexed when the
purchaser borrows the Detector to see, likewise, whether
the change is not a counterfeit.

In 1862, the New York Times issued a compilation
showing that out of the 1,389 state banks in the United
States which were then issuing paper money, the notes
of 1,136 of these had been counterfeited or altered in
some way. Out of the 295 banks in New York State
alone, only 45 were unaware of their notes having been
copied or otherwise tampered with. In that same year,
69 persons were convicted of counterfeiting in the United
States, but the fake paper continued to flow.

In 1861, within the framework of this hectic back-
ground, the United States found itself in a most difficult
financial position. This was a post-depression period and
the national Treasury cupboard was bare. The Southern
States had in the preceding months seceded from the
Union. Their action. among other things, cut off from
Washington the Southern customs duties which had for
years been a major source of Federal revenue. Drastic
measures would have to be taken if the United States
was to support itself, to say nothing of fighting the Civil
War which was then imminent.

President Lincoln called the Congress into a special
session on July 4, 1861. At this session, the Secretary
of the Treasury, Salmon P. Chase. recommended that
non-interest bearing notes be issued which would cir-
culate as money. This idea was extremely difficult for
Congress to accept, as it recalled the ridiculous situation
present at that very moment because of the extensive
counterfeiting of paper money issued by state banks. It
was also a disagreeable idea in view of the Continental
Congress' experience with paper money which had been
so widely counterfeited 80 years before, causing the
Colonies to nearly collapse financially. Following lengthy
persuasion and the assurance of Mr. Chase. however. that
the new currency issues would be handled and printed
with great care to prevent counterfeiting, the plan was
adopted. Out of the pressure of wartime financing the
United States was again in the business of issuing its
own paper money for the first time since the Revolution.
From that precarious beginning the United States has
developed the most secure paper money system the world
has known.

I have had a long-range interest in the evolution of the
design of our paper money. Like many things, a de-
tailed study of design has led to a study of causes for
the design and design changes, as well as a study of
the effects which these changes produced. Some col-
lectors of our paper know that there have been scores of
innovations and changes since the issues of the Civil War
era. Did you know, however, that many of these changes
were caused directly by the wit and ingenuity of counter-
feiters? Literally. the designs and design changes and
other features of our large-size currency are the "living"

evidence of a continual battle between specialists at the
Treasury in Washington and slippery ones in attic rooms
and basements of printing plants.

In order to share part of this fascinating study with
other members of SPMC, I am writing four separate
articles which I hope to include in consecutive issues of
PAPER MONEY. I intend to cover the following ground:

(1) Counterfeiting of the early Legal Tender notes and
Fractional Currency.

(2) Counterfeiting of First Charter National Bank
Notes.

(3) Counterfeit-proof ( ?) currency designs of 1869,
1874, 1882.

(4) The classic counterfeit: The $100 Silver Certificate
Series of 1891.

Design Features of The First Legal Tender Notes

Following the pleas from President Lincoln and Secre-
tary Chase. Congress acted on July 16, 1861. to authorize
the Federal Government to issue paper money. The first
denomination to appear, released in August of that year,
was the $10 Demand Note bearing the portrait of Abra-
ham Lincoln (Friedberg No. 3). This was followed by
the $5 Demand Note and subsequently by bills of higher
denominations: $20, $50, $100, $500, and $1,000. The
designs of this first issue were hurriedly put together
using vignette engravings that had been used for local
bank issues and other securities. The American Bank
Note and National Bank Note Companies were retained
by contract for this work. The first issues, examples of
which are now quite rare, were without a Treasury Seal.
Notes were hand-signed by employees of the Treasury
Department. Subsequent similar issues were imprinted
with the United States Treasury Seal and carried en-
graved signatures of the Register and the Treasurer.

As had been promised by Secretary Chase, this issue
of currency contained many security features intended
to discourage counterfeiting and/or to make counterfeit.
ing easy to detect:

(1) Vignettes, consisting of portraits or contemporary
scenes, were delicate and detailed. The best avail-
able engravers were hired to do this work. Once
a particular vignette was completed and accepted
by the Treasury, the engraving from the master
plate was transferred from one printing plate to
another. Hence, the vignette was always exactly
the same, an exact copy of the original. As such,
since photographic techniques had not been per-
fected for engraving purposes, it was impossible to
exactly copy an engraved vignette. A mediocre
engraver could make a mediocre copy. The best
engraver in the world could make a very good copy,
having a quality equal to or even surpassing the
original. But in spite of excellent quality, a copy
of an engraving could not be exact. A comparison
of the vignette engravings on a questionable note
to a sample note known to be genuine would always
show differences. Particular differences, once recog-
nized, would then serve as a quick means of posi-
tively identifying notes printed from that particular
counterfeit engraving.

(2) Geometrical lathe work was also and is today a main
feature of quality bank notes. This type of en-
graving was used primarily for background and con-
sisted of drawing a series of fine interlocking lines
in the form of circles, ellipses, or other geometrical
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figures. These lines were continuous and could be
traced throughout the design, never becoming ir-
regular or lost in another line. The geometrical
lathes used for this type of engraving background
were very expensive and generally not available
to counterfeiters. Furthermore, even if a counter-
feiter had access to such a machine, the chances of
his duplicating the settings used for engraving
the particular overlapping pattern he was trying
to copy would be very remote. In almost all cases,
hand copies of geometrical lathe work were made
in the counterfeiting trade. These were crude in
various degrees compared to the original, especially
when examined at a modest magnification.

(3) Parallel ruling for shading and other types of back-
ground work was also accomplished by expensive,
precise equipment. In contrast, most counterfeiters
were forced to do their parallel ruling by hand.
They had great difficulty in even approaching the
precision of spacing and uniformity of line drawing
that was achieved by the engraving companies who
had special equipment available.

Using essentially the three protective features noted above,
the early Legal Tender issues were circulated to the
public.

The appearances of a single, unified set of designs of
United States paper currency changed the complexion of
the counterfeiting situation. The inventive counterfeiters
had to give up their own designs. Raising denomina-
tions was less promising although still tried to a limited
degree and with some success. The main thrust of the
counterfeiters, however, was to engrave plates either by
hand or with crude machinery which would produce
their best possible copy of the real thing. This re-
quired much effort to complete a single plate, but the
potential reward was great since the currency designs
were circulating nationally.

Before the Civil War was over, the U. S. Legal Tender
issues had been widely counterfeited. Fractional Cur-
rency, which had been introduced to alleviate a critical
shortage of coins, was also widely copied. Today, we
may wonder why the fractional denominations were pro-
fitable to counterfeiters. But when we recall that a 50c
note had more buying power in many respects than a
$10 bill today, we can see the justification. (For ex-
ample, the average factory worker in this period worked
10-12 hours a day, six days a week for a wage of ap-
proximately 12 cents an hour.) The scene of the Revolu-
tion was repeated. The integrity of the paper money
issues was low both because of the shaky condition of
the Treasury and because of widespread counterfeiting.
Counterfeiting was not as prevalent as it had been with
the state hank issues of the previous decade, but none the
less, it posed a very serious threat to the U.S. monetary
system.

Interestingly enough. the last meeting in official capa-
city held by President Lincoln dealt with the counter-
feiting problem. Late in the afternoon of April 14, 1865,
in a meeting with the then Secretary of the Treasury
Hugh McCullough at the White House. counterfeiting
was discussed at length. During the conversation, Secre-
tary McCullough recommended to the President the
formation of the U. S. Secret Service specifically to
counteract the counterfeiting of U. S. paper money.
President Lincoln was not enthused at first but before
the meeting was over he changed his mind. Lincoln's

last official words were to the effect: "Go ahead, Hugh,
do whatever you think is best." Mr. Lincoln retired
to dinner and thence to the Ford Theater where he met
his death.

(To be continued)

Federal Reserve Corner

The big news for this time is the appearance of the
$1 F. R. notes overprinted on the new COPE equipment.
Notes from three F. R. districts have been released as
of March 10. 1972, and others will follow. The follow-
ing notes were all processed (overprinted) from selected
stock at the Bureau, and were NOT checked after the
overprinting:

B 31 360 001 B through B 37 760 000 B
B 42 880 001 B through B 99 999 999 B
B 00 000 001 C through B 37 120 000 C
E 57 600 001 B through E 67 840 000 B
L 92 160 001 A through L 99 999 999 A
L 00 000 001 B through L 12 160 000 B

From the few notes seen at this writing, there seem
to be slight printing differences between the equipment
used, but the Bureau promises there will be uniformity
in production! However, it would be well worth the
effort to obtain examples from these early (and experi-
mental type) printings while they are available.

At this writing all of the Series 1969 A star notes
have been reported, and while some are still in short
supply, they should be obtained (remember there were
none from Dallas District). All of the Series 1969B
stars have also been reported and should soon be avail-
able. These will, of course, be replaced by the new
Series 1969C notes which will start appearing in May
(first from the Richmond district). Serials are to con-
tinue in sequence and not start back at "I" as has been
the case in some instances.

The Series 1969B can be reported in the following
blocks:

Boston	 A
New York
	

ABC
Philadelphia	 A
Cleveland
	

A
Richmond
	

AB
Atlanta	 AB
Chicago	 ABC
St. Louis
	

A
Minneapolis	 A
Kansas City	 A
Dallas	 A
San Francisco	 AB

Your reports of new suffixes and items of interest for
this corner will be appreciated. Thanks for your letters
and assistance.

Nathan Goldstein, II
P.O. Box 36
Greenville. Miss. 38701

SPMC at 'rNA

Vice-President Robert E. Medlar reports that an in-
formal luncheon of SPMC'ers attending the Texas Nu-
mismatic Association's annual convention in Dallas was
held on Saturday, April 15th. Some 15 members includ-
ing Past President Tom Bain and Past ANA President
Matt Rothert discussed the future of the hobby and en-
dorsed the 50c fractional currency piece to commemorate
the nation's Bicentennial in 1976.
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