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Civil War Sy ngraphics

The Freedman's Savings Bank
By CHARLES V. KEMP, JR .

F ALL THE banking institutions which have existed
in our country's history. The Freedman's Savings
and Trust Co.. generally known as the Freedmen's

(sic) Savings Bank, has to be unique. In its short life
of less than ten years, it had over 61,000 depositors with
over $3.250,000 in their accounts. Almost all of these
depositors were former slaves. The bank was their bank,
founded by Congress with the sole intention of providing
ex-slaves in this country with a secure means of invest-
ing their wages. While doing this. the bank also en-
deavored to educate with lessons of thrift these people
who were without any financial background.

The bank in its early years was closely associated
with the Freedmen's Bureau, which had been created in
1865 to protect and counsel the newly freed. Few of
these people had ever received wages or formal educa-
tion and so were ill-prepared to meet the new life given
them by emancipation. The Bureau strove to assist
them in the turbulent reconstruction era.

Operating out of the War Department in Washington
and headed by Gen. Oliver Howard, the Bureau offered
food and medicine to the destitute and education to all.
The wages and working conditions of all freedmen were
under its control. By 1866, it had an agent in each of
the southern states. Although the school system was
most successful, the corruption of many local agents
overshadowed it. and the taint of "carpetbagger" often
hung over both the Bureau and its auxiliary. The Freed-
men's Savings Bank.

The beginnings of the hank can be traced to attempts
to provide Negro soldiers with a means for savings. In
1863, Lincoln had opened army enlistments to Negroes
and eventually 200.000 of them served their country.
Both Gen. Butler at Norfolk. Va. and Gen. Saxton at
Beaufort. S. C. set up soldier's savings banks, while at
New Orleans. Gen. N. P. Banks began the Free Labor
Bank for the same purpose.

However, an army paymaster, A. M. Sperry, and a
Congregational minister. John W. Alvord. had a much
grander scheme. They proposed a national bank which
w ould complement the work of the Freedmen's Bureau.
Their idea was well received by Congress. and on March
3. 1865, Abraham Lincoln signed the bill bringing the
bank into existence. This was one of Lincoln's last acts;
his assassination was only weeks away.

The bank's expressed object was to receive deposits
offered "by or in behalf of persons heretofore held in
slavery in the U. S. or their descendents." Two-thirds
of these deposits were to be invested in U. S. securities.
Out of the resulting profits, the interest would be paid.
The remainder of the deposits would be kept on hand to
meet withdrawals.

The bank was chartered in the District of Columbia
because some doubted Congress' ability to charter one

outside the District. Despite this, the first office was
opened in New York. This was only one of several acts
of doubtful legality taken by the bank without penalty.

The bank was provided with a board of 50 trustees,
including such prominent men as Peter Cooper. A New
York banker, William A. Booth. was elected president.
He was succeeded in 1868 by John Alvord, who re-
mained in that position until 1874. The president and
vice-president were the only paid officers. Besides this,
the trustees were not personally liable. The prominence
of these men guaranteed their honesty, but they did not
concern themselves enough with the bank's management,
ignoring it during its greatest crisis.

For a time, however, the bank lived up to all expecta-
tions. In July 1865, the central office in Washington
was opened. By January 1866, all three of the military
banks had been absorbed. The most immediate concern
was now the establishment of branch banks. Agents were
sent throughout the south, promoting the bank and
eventually forming 34 offices.

The methods used in setting up these branches
brought the first criticism of the bank. The agents used
Lincoln's name to draw investors and also implied that
the bank was secured by the federal government. This
proved to be all too false. They also mixed in politics
and even religion in their efforts. Frederick Douglass
in his 1875 report on the bank's condition stated that
these promoters had used the "grossest deception."
Like the Freedmen's Bureau, the bank, too, had its prob-
lems with local employees.

Furthermore, two-thirds of the deposits made in the
branch banks were sent to the central office for investing
in U. S. securities. Southern governments resented not
only this loss of capital, but also the fact that the banks,
having a national charter (albeit in the District of
Columbia) were not under state control. Also, of course,
race played a part in making the bank disliked by some.

Despite these and other drawbacks, the bank was able
to enjoy great success, not only in providing a safe and
profitable investment, but also in education as to savings.
The passbooks often contained pointers on thrift.
Pamphlets were distributed which offered economic ad-
vice. "The aim was to instill in the minds of untutored
Africans lessons of sobriety, wisdom and economy."
This almost missionary creed was emphasized by the
fact that many of the local Negro officials were also
preachers.

At first there had been few qualified Negroes available
to take positions in the bank. However, by 1868 the
central office had begun training Negroes in banking
practice. Eventually over half of the bank's employees
were black. This, of course, was a source of pride and
trust to its customers. Many of these men became tellers
and cashiers, but their training soon proved inadequate.
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An 1883 check for the typically small amount of 22 cents paid out in the closing
of the Freedman's Savings and Trust Co. It is signed by John Jay Knox, who as

Comptroller of the Currency served as a Commissioner.

Bookkeeping was not strict enough and a lack of good
banking knowledge at the local level was always a source
of weakness.

In fact, the too-rapid expansion of the bank was in
itself detrimental. Only about half of the branches were
ever able to meet expenses. When Congress, in 1870,
revised the charter to permit lending money, the inex-
perience of the branch offices often led to bad loans, thus
compounding the central office's problems.

Also around 1870 the bank came under the control of
Jay Cooke & Co., one of the best known bankers of the
times.* The opportunistic Cooke used his new appoint-
ment as trustee to great advantage. He and his D.C.
associates used the Freedmen's Bank to rid themselves
of bad securities taken in by their own banks. Finally
the failure of Cooke & Co. in 1873 created public con-
cern about the Freedmen's Bank. Three heavy runs in
18 months drained its resources. The last of these runs
required over $500,000. Just as deposits finally became
large enough to take the bank out of the red, it was
faced with its greatest crisis.

The bank had survived poor management, loose
bookkeeping and even embezzlement, but Cooke's
manipulation proved too much. The general had
banking climate of the Panic of 73 and the inaction of
most trustees sealed its doom. In March 1874, Frederick
Douglass was invited to replace the elderly Alvord in a
belated and vain attempt to head off the impending
collapse. An ex-slave himself, Douglass had gained
much fame as an abolitionist lecturer. A widely re-
spected man, it was thought that his reputation might
help restore people's faith in the bank.

Douglass, not knowing the extent of the bank's diffi-
culties, felt honored by his appointment and enthusiasti-
cally set about examining its position. Soon he dis-
covered the sad truth: "I was married to a corpse."

He immediately set about seeking federal aid, but Con-
gress' enthusiasm for the bank had faded over the years

See Paper Money No. 54, page 262.

and a brief attempt at reorganization failed. A report to
the Comptroller of the Currency revealed that the bank
faced a large deficit and also that there was a discrepancy
of over $42,000 between the books of the central office
and the branches. In the face of this, Congress' only
contribution towards saving its own creation was a de-
bate carried on over many years as to whether it should
give any aid or not. The answer always seemed to be in
the negative. On June 28, 1874. the Freedmen's Savings
Bank closed its doors.

There still remained the task of repaying the deposi-
tors, many of whom had quite small accounts. Since
Congress would not supply funds, a hoard of three com-
missioners was appointed to settle affairs as best they
could. Lawsuits were usually necessary to collect loans.
The extravagant Washington office building had to be
sold. Dividends were paid in 1875, 1878 and 1880.
Before they were replaced in 1881 by the Comptroller of
the Currency (as an economy measure), the commis-
sioners had managed to meet 40% of the claims out-
standing. The largest claims were handled first; even-
tually some 40,000 depositors were left with claims
averaging $3.40 each. The Comptroller made more
dividend payments in 1882 and 1883. By 1909,
$1,731,854 had been repaid and $1,208,071 was still due.

The bank's failure created much resentment among
blacks towards banks in general. This was a bitter blow
to the many people who had taken such pride in "their"
bank. Still, the Freedmen's Savings Bank had been con-
ceived as a great humanitarian idea. Perhaps a state-
ment made by Booker T. Washington best sums this up:
"No work was ever undertaken for the benefit of the
Freedman more laudable in its purpose or more designed
to assist people, who had just come out of slavery, to
their feet."

SOURCE:
Fleming, Walter L.; The Freedmen's Savings Bank, Negro

Universities Press, Westport, Conn. 1970.
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List of Branch Banks with Dates of Establishment
1865 	 1868

Beaufort, S. C.
Huntsville, Ala.
Memphis, Tenn.
Louisville, Ky.
Nashville, Tenn.
Norfolk, Va.
Richmond, Va.
Wilmington, N. C.
Washington, D. C.
Vicksburg, Miss.

1866

Augusta, Ga.
Baltimore, Md.
Charleston, S. C.
Jacksonville, Fla.
Tallahassee, Fla.
Mobile, Ala.
New York City.
Savannah, Ga.
New Bern, N. C.
New Orleans, La.

1867

None organized.

Deposits in the various branches shortly before the bank was
closed in 1874

Branches	 Deposits 	 Branches 	 Deposits
Alexandria, Va. 	 $ 21,584 	 Natchez, Miss. 	 $ 22,195
Atlanta, Ga.  	 28,404	 Nashville, Tenn.  	 78,525
Augusta, Ga.  	 96,882 	 New Bern, N. C.  	 40,621
Baltimore, Md. 	  303,947 	 New Orleans, La. 	  240,006
Beaufort, S. C.  	 55,592 	 New York, N. Y. 	  344,071
Charleston, S. C. 	  255,345 	 Norfolk, Va. 	  126,337
Columbus, Miss.  	 18,857 	 Philadelphia, Pa.  	 84,657
Columbia, Tenn.  	 19.823 	 Raleigh, N. C.  	 26,703
Huntsville, Ala.  	 35,963 	 Richmond, Va. 	  166,000
Jacksonville, Fla.  	 22,022 	 Savannah, Ga. 	  153,425
Lexington, Ky.  	 34,193 	 Shreveport, La.  	 30,312
Little Rock, Ark.  	 17,728 	 Saint Louis, Mo.  	 58,397
Louisville, Ky.  	 197,094 	 Tallahassee, Fla.  	 40,207
Lynchburg, Va.  	 19,967 	 Vicksburg, Miss. 	  104,348
Macon, Ga.  	 54,342 	 Washington, D. C. 	 384,789
Memphis, Tenn.  	 56,755 	 Wilmington, N. C.  	 45,223
Mobile, Ala.  	 96,144
Montgomery, Ala.  	 29,743 	 $3,299,201

Inscription on third page of the cover of an 1867 passbook

COLORED CITIZEN'S SAVINGS BANK

Chartered by Congress, March 3, 1865

ABRAHAM LINCOLN'S GIFT

to the

COLORED PEOPLE

His signature to the Bill one of the last acts of his life.

He gave EMANCIPATION, and then this
SAVINGS BANK

Your freedom and prosperity were in his heart united.

ECONOMY THE ROAD TO WEALTH.
SAVE YOUR MONEY!

Save the pennies, and the dollars will take
care of themselves

"I consider the Freedmen's Savings and Trust Com-
pany to be greatly needed by the Colored People, and
have welcomed it as an auxiliary to the Freedmen's
Bureau."

Maj. Gen'l. 0. 0. Howard.

Exhortations for saving as printed in an 1867 brochure of the
Freedmen's Savings Bank

CHILDREN IN THE SCHOOLS

There is a way for little children in the schools to have
a part in the Bank.

Let teachers take some pretty envelopes from us, on
which is printed "Savings Bank," and have one for each
scholar; then let all the spare pennies, five cent and ten
cent bills, which the children can earn, be put in the
envelope until they amount to one dollar.

This dollar will then be brought, by the teacher, to the
cashier of the bank. The cashier will take the children's
dollar and give them a bank book for it, and when they get
another dollar in the same way to put in, it will be two
dollars, and so on.

All the children of the colored people will, in this way,
learn to save, and not to waste what they get, and will
have money, when they want it, in the "Savings Bank."
Some, who are very saving, will finally have a large sum
to do good with, and for their mothers when they are
sick; or to help buy a house and garden, where they and
their parents can live very happily.

I know of two little boys who have ten dollars apiece
in the Freedmen's Savings Bank, and they mean to have
more than that.

A FEW WORDS, COLORED PEOPLE

You have here presented to you the names of some of
the best men in your country, who have gratuitiously as-
sumed the care and responsibility of a company for the
safe-keeping and investment of your spare earnings.

You are now on the same footing, as to your legal
rights, with all other people of this country. You get your
wages for your labor, and no one can prevent you.

If you work hard you will earn money the same as
other folks. Not one of you need remain poor if you are
careful and do not spend money for candy, or whiskey, or
costly clothes. As for food, cheap, hearty victuals-beef,
fish, bread, coffee-will do for men and women better
than pies, cakes, and such things which cost more money
and give you less strength.

Tobacco and Whiskey are the two things which all men
who are going to save money must neither touch nor taste.

Let us count the cost of a cigar and a glass of whiskey
every working day. A mean cigar cost five cents, and the
poorest glass of whiskey five cents, which makes ten cents.

A man who saves ten cents a day for ten years, will
have, if he puts it at interest at six per cent:

In 1 year 	 $ 36.99
In 2 years 	  76.20
In 3 years 	  117.81
In 4 years 	  161.94
In 5 years 	  208.74
In 6 years 	  258.42
In 7 years 	  311.13
In 8 years 	  367.03
In 9 years 	  426.37
In 10 years 	  489.31

Some notes are particularly rare because of their popu-
larity among collectors, like the Treasury notes of Fiji
of 1873. These notes, issued at Levuka, were at a time
before Fiji was accepted as a British colony. Indeed,
only a few years previous to their issue a missionary was
eaten!

St. Louis, Mo.
Raleigh, N. C.
Macon, Ga.

1869

Chattanooga, Tenn.

1870

Atlanta, Ga.
Columbus, Miss.
Lexington, Ky.
Little Rock, Ark.
Montgomery, Ala.
Natchez, Miss.
Philadelphia, Pa.
Shreveport, La.

1871-72

Columbia, Tenn.
Lynchburg, Va.


	The Freedman's Savings Bank

