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Paper Money

Although only a fairly recent member of the SPMC, and
one who certainly cannot speak with authority on the
subject of banknotes per se, I do like to think that some of
our readership has read at least a fragment of the 5 1/2
million words that I have written in the areas of business,
taxation, investment and finance in general.

Since i have become hopelessly addicted to the
collection of paper currency, an addiction which
commenced with an analysis of the economic import of the
French assignats and has now drifted into Floridiana, I
thought I would like to make a few comments in an area in
which I am qualified; namely the investment and tax
handling of problems involving currency collections.

This article is but a brief survey of the area and
obviously no particular examples can be cited nor any
specific legal advice offered. However, I will be happy to
answer any questions forwarded to the editor of this
publication with the understanding that such answers will
he general rather than specific.

SOME PRAGMATIC
CONSIDERATIONS

by E. Welker Marchand

Let me first start out by stating that, in my opinion, the
collecting and holding of paper currency (obsolete) is a wise
investment. Similar to gold and silver coinage of
numismatic value, the collector is acquiring a chattel or
object which is as an effective a hedge against inflation as
any antique or other object of art. For example, if a fine
painting is worth $50,000 in 1977, and that currency
devaluates (which is another way of saying "inflation") to
where the same $50,000 in 1985 will have only the
purchasing power of $37,500, one has lost $12,500 if one
kept that money in currency. On the other hand, the
chattel will increase in value to compensate for the
inflationary trend and be worth $62,500 at the end of that
period of time. This is really not a "profit" but rather a
situation of holding level with the market.

Considerations/2
However, as the market progresses, and more and more

people become interested in the collecting of paper
currency, a situation called the "agio" occurs. It simply
means that there are 100 buyers for every 50 pieces offered
and the price correspondingly rises. I think we have all seen
this happen in numismatics and it appears to be now
happening in paper currency. Agio simply means premium,
in other words how much more someone is willing to pay

to have that particular specimen in his collection.
In my opinion, paper currency is the most undervalued

object of art on the present market. To illustrate this, I
think I need only point out that 10 or 12 years ago, 19th
century photographs were sold in bulk lots at auctions for
nominal prices. Today, they are individually catalogued and
one possessed of early English and American photographic
landscapes can reasonably ask $800 to $1,000 for items
purchased for $3 and $4 a decade ago.

As a market analyst, I am inclined to think that the
greatest growth will be in the area of obsolete state issues.
Colonial material is, of course, a top dollar item—but one
which has already been explored and invested in by both
collectors and institutions. Some idea of the import of
paper currency ought to be readily ascertainable by
unimportant nations beginning to issue "commemorative
sets", much like limited coinage or special issue stamps. The
handwriting is on the wall for those who would read it.

Some Tax Considerations
The most basic of all distinctions is between tax

avoidance and tax evasion. Tax avoidance is well recognized
by the Internal Revenue Service and really boils down to a
game of wits and strategy between the taxpayer and the
IRS. Tax evasion, on the other hand, is a criminal offense
and not regarded too leniently by the federal courts.

Considerations/3
The absurd part of it all is that most of what is sought to

be achieved by tax evasion can be accomplished quite
properly through tax avoidance. Dozens of examples come
to mind. Here is one. Collector X, desiring to pass on the
bulk of his collection to his heirs, simply arranges that they
simply pick up the valuable items from his personal safe or
joint bank safe deposit box. Result: a red flag warning of
evasion. Collector X, having a tax exempt status in terms of
gift taxation of $30,000 on a one time basis ($60,000 if he
is married), can make a gift of his holdings and on top of
that, make an additional gift of $3,000 per year ($6,000, if
married) for every additional year afterwards. And he need
not relinquish possession of his collection! It can all
become effective on his demise. If a greater sum is involved,
let us always keep in mind that the gift tax rate is
substantially lower than inheritance taxes on any level.

What About Resale?
Suppose Collector X decided to part with some of his

collection and sell it at a profit. As against that profit, he
could charge off:

(a) Cost of research to evaluate the genuinity of
the material; this includes reference books;

(b) The sales tax, if any, paid on the original
purchase, deductible in the year of purchase only;

(c) Cost of maintenance and housing, including
bank vault charges as well as albums, holders, etc.

(d) Ancillary charges such as postage, shipping,
etc.

(e) Brokerage or auction fees.
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Once these are deducted from the gross sales price, a net
gain is reported (or possibly a net loss). If the item is held
for six months or more, the tax limit is based on capital
gains, or a maximum of 25%.

Considerations/4

Playing the "Dog" Market

This is an aspect probably better known to the fine arts
world than to note collectors. Frequently, a fine painting is
sold to a collector who is faced with the prospect of
eventually for one or another reason, having to liquidate it.
But he does not sell the fine piece alone. Instead, he sells
four, five or 10 pieces—most of which are junk—and takes a
lot price. By this technique, he can apportion relative values
to each piece, using the losses on most to offset the gain on
the major piece. Thus there is created a market for inferior
specimens in fine arts (and numismatics, if one will) for the
sole purpose of legitimate and proper tax avoidance. In
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other words, don't underestimate those "rags" you bought
while still a neophyte.

Value and Opinion

If you think that IRS is going to question your valuation
of a collection, think again. They have much bigger fish to
fry and are happy to take any signed appraisal. So would
you, if you had a case load of 20 million forms to process.
But be reasonable; oddly enough, IRS usually is. My
mentor, Grover Criswell, has a few pieces that run into the
four figure area. But if you should happen to acquire one,
don't consider the four figures as $10.00. Despite whatever
you may have heard, IRS is still a reasonable
organization—but don't try to pull the wool over their eyes.
Anyone can get away with quite a bit legitimately (which is
why we have tax attorneys), but an outright evasion can
often end up in rent-free accomodations at a neighboring
federal penitentiary. Don't risk it unless you want three
free meals a day plus 24-hour police protection!

CCRT PRODUCES EXPANDED EDITION
OF 'SECURITY PRINTERS'

Check Collectors Round Table has recently released the
second edition of its unique listing of "Security Printers".
The original work contained 1000 listings; the new revised
and up-dated version contains approximately 1900 listings
of security printers in the U.S.A. The earliest listings start
in the late 1700's.

The 38 page reference is holed for use in standard three
ring binder 81/2 by 11 inches in size.

Contents are listed in four categories of security items:
drafts, deposit certificates, checks and related banking
material; obsolete Colonial, Continental and fractional
notes and scrip; stock and bond certificates; state and
federal bonds, revenues, stamps, warrants and ration
material.

The listings are presented in alphabetical order giving
printer's name and address, followed by dates found on
earliest and latest items (when available) used for the listing
and finally a code letter indicating type of document the
listing was obtained from.

Producer of this work for CCRT, Raymond H. Rathjen
of Pleasanton, California, continues to seek additional
listings and amplified information for future issues. He
indicates he would especially appreciate brief histories of
firms listed for future up-dated editions of "Security
Printers".

Cost of "Security Printers" is $2.00 for members of
CCRT and $3.00 for non-members; this includes postage
paid third class mail. Add 500 for first class mailing. For an
additional $1.00 either member or non-member may obtain
both the first and the new expanded second edition. Orders
outside U.S.A. and Canada add $1.00 postage. Payment
must be in U.S. funds, payable to CCRT. Order for issues
may be sent to CCRT, P.O. Box 27112, Cincinnati, Ohio
45227.

Check Collectors Round Table also publishes "The
Check List", a quarterly publication devoted to the study
of security paper, banking, banking instruments and related
areas. This fascinating publication is available to members
of CCRT. New members are welcome. Further information
may be obtained from the club's secretary, Larry Adams,
969 Park Circle, Boone, Iowa 50036.

SLIDE SHOW LETS COLLECTOR GROUPS
CHECK CHECKS

A color slide program titled "The History and Collecting
of Checks" has been produced for the Check Collectors
Round Table by Brent Hughes and is now available for use
by paper money groups, coin clubs, philatelic organizations
and others.

The program consists of a set of 75 color slides
augmented by a comprehensive narrative that traces from
their origin in England the history of checks and their place
in the economic picture in the United States.

The programs discusses the earliest checks (from 1664);
revenue stamps on checks, the check tax; examples of fine
check printing and beautiful vignettes, often shared with
bank notes; checks signed by famous persons; "Western
flavor" checks of the 19th Century; checks payable in
gold and silver; examples of check protection and recent
pictorial checks.

Showing time is approximately 25 minutes. No previous
knowledge of checks is required to to enjoy the show, yet
it is detailed enough to interest the advanced collector.

,

Organizations interested in viewing the Check
Collectors Round Table slide program may contact: Larry
Adams, 969 Park Circle, Boone, Iowa 50036, or phone
(515) 432-1931.
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