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Demand Notes at St. Louis

by RONALD L. HORSTMAN

Numismatist and Financial Historian
:cl:1987 by Ronald L Horstman

INTRODUCTION

In issue 64/65 of PAPER MONEY, there appears an excellent article by Walter Breen
about non-interest-bearing treasury notes, commonly called demand notes. After many
years I was finally able to acquire a St. Louis demand note. This led me to search the local
newspapers, Bankers Magazine, and to correspond with Mr. William F. Sherman of the Na-
tional Archives for information about these issues. I was able to locate additional informa-
tion, and in some cases, different facts than Mr. Breen had found. This information is con-
tained in the following article. Future researchers might uncover even more answers than I
was able to locate, and develop even more new information.

THE TIMES

HEN Abraham Lincoln assumed the Presidency on
March 4, 1861, the economy of the United States
was in a chaotic condition. The national debt was $76

million, the highest since the War of 1812: money was available
only at very high interest rates, and revenues were coming in
very slowly. In an attempt to improve this situation, Lincoln
nominated Salmon P. Chase for the position of Secretary of the
Treasury. Chase initially refused. having just recently been elect-
ed a United States Senator from Ohio, but he finally agreed to
serve the nation in its time of need.

The total assets of the country consisted of $250 million in
specie and $200 million in state bank notes circulating under
varying laws lacking uniformity and security. Many of these
notes circulated at a discount. Most of the revenues received by
the government were from duties on imports, with a small
amount coming in from the sale of public land. In an attempt to
increase revenues many duties on imports were increased under
the Act of March 2, 1861, but these effects were not to be felt
immediately. Several other Acts had previously been passed au-
thorizing national loans in the form of stock bearing interest for
20 years and treasury notes bearing interest for shorter terms.
The stocks (bonds) had to be sold at the best rate obtainable,
which was usually a discount from par, while the treasury notes

could be paid out at par to those who would receive them either
for monies owed by the government or to redeem other out-
standing treasury notes when coming due.

The secession of the Southern states, culminating in the at-
tack by Confederate forces on Fort Sumter in April, 1861. add-
ed to the financial woes of the nation. One-fourth of the coun-
try's wealth was held in banks of the states in rebellion. How-
ever, it was felt that the war would be short-lived.

When the Republican-controlled Congress convened on July
4, 1861, minus Representatives and Senators from the South-
ern states, Secretary Chase proposed sweeping changes in the
nation's monetary system. Among his proposals were additional
increases in tariffs on many items, including sugar, coffee, tea,
brandy, wine and silks. A national loan, not to exceed $250
million, consisting of coupon or registered bonds, and interest
and non-interest-bearing treasury notes was suggested. Also
proposed was a personal income tax of 3% on incomes ex-
ceeding $800 annually.

THE ACT

Chase's proposals were accepted and a national loan of $250
million was authorized by the Act of July 17. 1861. Included in
this act were coupon or registered 20-year bonds, one- and
three-year interest-bearing treasury notes, and $50 million of
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Unissued receipt for payment on account of 6% U.S. Bonds authorized by the Act of 17 July 1861.

non-interest-bearing treasury notes. The non-interest notes
were to be payable on demand by the Assistant Treasurer of the
United States at Philadelphia, New York and Boston, and were
to be of denominations of not less than $10. These notes could
also be redeemed and reissued in equal amounts until Decem-
ber 31, 1862. All obligations in the denominations of $50 and
above were required to bear the seal of the Treasury Depart-
ment. To defray the cost of preparation of plates, printing,
paper, and other expenses incurred by this act, $200 thousand
was appropriated. This act was the first to authorize the Secre-
tary of the Treasury to borrow money; this power had previous-
ly been vested only in the President.

A supplemental Act of August 5, 1861 provided for the ex-
change of three-year treasury notes paying 7-3/10% interest for
20-year bonds paying 6% interest. The previously authorized
non-interest-bearing treasury notes were made payable at the
Depository in Cincinnati and by the Assistant Treasurer at St.
Louis. Also, these notes could now be issued in denominations
of not less than $5.

The signatures of the Treasurer and Register of the Treasury,
or those of other designated officers of the Treasury Department
were required on all treasury notes issued under this or any pre-
vious act. Also, treasury notes of any denomination were no
longer required to bear the seal of the Treasury Department, re-
pealing the provisions of the previous act.

THE MAN AND THE PLACE
The office of Assistant Treasurer of the United States at St. Louis
was established in the Act of August 6, 1846.

This act required the President to nominate and, with the ad-
vice and consent of the Senate, appoint the Assistant Treasurer
for a 4-year term. Among the duties of this office was the obliga-
tion to "keep safely without loaning, using, depositing in banks
or exchanging for other funds as allowed by this act, all the pub-
lic money collected by them or otherwise at any time placed in
their possession and custody." For these services the position
paid $2,500 per annum.

The Assistant Treasurer was required to procure suitable
space, with a fire-proof vault and safe, to transact the business of

his office. A new three-story Custom House building was con-
structed in St. Louis on the southeast conner of Third and Olive
Streets in 1859. The St. Louis City Directory of that year des-
cribed the offices of the Assistant Treasurer as "being located in
the Northeast corner of the building ready for occupancy and
neatly fitted up with sash partitions and counters in a large busi-

St. Louis Custom House and Post Office.
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ness room connected to a private one for the sub-treasurer and
a watchman's room. The safe for the sub-treasury is one of the
largest and strongest in the United States. The bottom, top,
sides, and ends are made of three thicknesses of chilled iron
riveted together. The dimensions are 14 feet in length, 11 feet
wide, and 10 feet high standing on a solid foundation of mason-
ry. The sides and top are enclosed with a 2 foot thick brick wall
reinforced with wrought-iron bars." The lock required three
keys to open it and each key had a changeable collar on it, re-
sulting in immeasurable combinations to thwart thievery. The
building was described as being more than large enough for all
the purposes for which it was originally intended.

Just 10 years later a report from A.B. Mullett (Supervising Ar-
chitect to George S. Boutwell, Secretary of the Treasury) dated
March 20, 1869 described the building in a different light, stat-
ing in part "The building has been modified and rearranged sev-
eral times, and it is not believed that any changes which could be
made would improve it or relieve its present crowded condition.
The office of the Assistant Treasurer is in the basement which is
dark, damp and in every way unsuitable for the purpose for
which it is used. It is in fact little better than a cellar."

Serving in the position of Assistant Treasurer at St. Louis dur-
ing the Civil War was Benjamin O'Fallon Farrar, a former city
councilman, county judge. and state legislator, who was ap-
pointed by Lincoln in early 1861 and served until April of 1865.

PREPARATION
The ink was barely dry on the Act of July 17th when the bank
note companies began preparations to obtain the lucrative con-
tract for printing the newly authorized notes. Despite the fact
that $5 notes had not yet been authorized, the National Bank
Note Company, in anticipation of future acts, prepared a plate
and produced a proof of this denomination featuring an engrav-
ing of Lincoln and the words "For The" before the signature
block of the Treasurer and Register.

Despite the early efforts of the National Bank Note Company,
the initial contract was awarded to American Bank Note Com-
pany on July 25th. Immediately, the ABNC employed 30 to 40
first-class engravers to prepare the $10 and $20 plates. With the
passage of the supplemental Act of August 5, 1861, authorizing
$5 notes, these plates were also ordered on August 9th. Before
plate preparation was even completed it was anticipated that
persons other than the two top treasury officials would sign the
notes. Notwithstanding, the first series of notes had to have the
words "For The" written in before the signatures when signed by
persons other than these officials. The plates were soon
changed to include the printed words "For The".

The demand notes were printed on four-subject plates with all
the notes on a particular plate being the same denomination and
payment location. The notes were distinguishable as to plate po-
sition by the letters A, B, C, and D. The notes were printed in
green and black on the face, and green on the back. The patent
date of June 20, 1857 appears on the face and refers to the
formula used to prepare the green ink. These notes have been
described as the original "green backs," but in fact the color
green was actually first used on the back of treasury notes of
1857.

The cost to the government for preparing these notes was as
follows: Engraving the face, tint and back plate— $850.00 per
4-subject sheet; printing the face, tint, back and serial numbers
— 71/2 cents per sheet; and the paper cost slightly over 1 cent
per sheet. When required, the plates could be retouched for
$425.00 per set of 3.
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ISSUANCE
Once American Bank Note Company delivered the demand
notes to the Treasurer, the painstaking job of preparing these
notes for general circulation began. This process was described
in an article originally appearing in the New York Herald and re-
printed in the St. Louis Daily Democrat on September 19, 1861:

The Preparation of Treasury Notes

The Treasury presented an animated scene Tuesday
night. Over 200 Clerks were engaged in cutting and
trimming demand notes in the denomination of $5, $10
and $20.

They were all engaged in the new Treasury extension
in which are placed 20 tables with 10 pairs of shears
each. Every man receives 100 sheets which are charged
against him. They must be cut, returned and his account
canceled before he leaves the room. In another room
are some 20 clerks detailed for signing the demand notes
who are obligated to work almost incessantly to supply
the pressing call for this national loan at Boston, New
York and Philadelphia.

This call became so urgent yesterday that Secretary
Chase found it necessary to increase the force engaged
in their preparation. He at once notified the heads of
bureaus to detail such clerks as could be spared on this
work. The reply was that all regular hands were busy on
regular duty.

The law required the work to be performed by the reg-
ular employees. Secretary Chase immediately directed
an order to be issued for all clerks in the four bureaus to
report for extra duty after dinner and out of office hours.

Hence the great force at work on the notes Tuesday
night. The clerks were given to understand that such of
them as could not devote a few extra hours of labor to
their country in its present emergency could be dis-
pensed with entirely. The result was that all were on
hand. It must be remembered that each note must have
2 signatures, those of the Register and the Treasurer,
and that three thousand signatures is a large days work
for one man and that 5 million dollars of $5 notes re-
quire 2 million signatures. Now one can begin to see
what is required of the Treasury department in this
branch.

To accomplish all this Secretary Chase and his assist-
ants are obligated to work 16 out of 24 hours. It is the
determination of the department to so organize the force
that one and one half to two and one half million of the
notes per day can be placed in the hands of the banks
until the whole 150 million of seven and three tenths
coupon and fifty million demand notes are in circulation.

signed Washington Correspondent

New York Herald

CIRCULATION
The first demand notes arrived at the office of the Assistant
Treasurer at St. Louis on the 16th of September. This shipment
consisted of $1 million in five and ten dollar notes payable at
New York, Boston, and Philadelphia. Ben Farrar, Assistant
Treasurer, had apparently received no instructions as to how to
distribute these notes, so, the following day he wrote to Secre-
tary Chase questioning the method to be used in paying out, re-
ceiving, and carrying them on his books. Secretary Chase's
answer to this inquiry could not be located.



A receipt signed by Ben Ferrar, Assistant Treasurer at St. Louis for taxes on salaries collected from Union soldiers.
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However, the method of putting these notes into circulation is
partially explained by a letter dated October 21, 1861 in which
Secretary Chase informed the Assistant Treasurer at Philadel-
phia that no demand notes had been sent to that location for
disbursement. The stated reason was that he was "desirous of
seeing the practical movement of the notes payable by you, after
issue in other localities. Such issues it appears seek Philadelphia
and are presented for redemption." Chase further stated that
the government was making large expenditures at the navy
yards in Philadelphia and that he wanted a full report of any
employee of the government who refused to accept or attempt
ed to depreciate in any way the value of the notes.

While the notes reportedly were not well received in the East,
they were very well accepted in the Western areas. Throughout
the fall and early winter of 1861 the demand notes circulated
quite freely in St. Louis, with quite a few being carried into the
rural areas by pork buyers. Many notes, except those payable at
St. Louis, were also bought up as exchange and sent to the
East. On December 16, 1861 the Merchants Bank of St. Louis
advertised that they would receive on deposit and pay out in like
funds, United States Treasury Notes payable on demand. Since
these notes, instead of coins, were receivable for the duties on

imports, they were for all practical purposes on a par with gold,
only more convenient to handle. In monetary transactions they
were at 1% discount to gold and were at 6% to 7% premium
over Missouri bank notes circulating at the time.

The biggest problem with the demand notes was their limited
quantity in the Western regions. By December 1, 1861 only $33
million of the $50 million authorized had been issued, and this
was simply not enough to support the business community.
Eastern banks faced a different dilemma. In November the issu-
ance of demand notes increased sharply there, and the banks
were pressed to receive them on deposit. Depositors demanded
specie when these deposits were withdrawn, rapidly depleting
the banks' reserve. The situation became so severe that on
De-cember 28th the New York banks suspended specie payment
to protect their gold reserves. St. Louis banks followed suit until
these matters were resolved.

As the year 1862 began, demand notes continued to circulate
freely in the West but their supply was still limited. Meanwhile,
the national treasury was almost completely drained by the war
effort and immediate action was required by Congress. On Feb-
ruary 12th Congress voted to authorize an additional $10
million in demand notes to be issued as an emergency issue.
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No counterfeit demand notes have ever been observed, but in
a letter dated October 26, 1861 from Secretary Chase to the As-
sistant Treasurer at Boston, a reference is made to the detection
of a scheme for counterfeiting U.S. notes.

DEMISE
On April 1, 1862, before the entire issue of $60 million in de-
mand notes was completed, the death knell was sounded for
this type of currency.

The Act of February 25, 1862 authorized $150 million worth
of legal tender notes to be issued, in denominations of not less
than $5. Of this amount $50 million was to be "in lieu of the de-
mand Treasury Notes which shall be taken up as rapidly as prac-
ticable." The legal tender notes were to be substituted for them.
The plates for the new notes provided for printed rather than
hand signatures and the seal of the Treasury imprinted on them.
The face and tint plates were of the same general design as the
demand notes with an entirely different design on the back, but
still retaining the green color. It was estimated that the new
plates would take 20 days to complete.

On March 17th the demand notes were declared legal tender.
This gave them currency status at clearing houses and in all busi-
ness transactions. By July, 1862 there were still $50 million of
the "old demand notes" in circulation. They possessed a special
value lacking in the newly-issued legal tender notes, in that they
could be used in payments for duties on imports. However, this
feature hastened their presentation, as people preferred to use
them even if paying a premium of three to four percent as op-
posed to acquiring gold at nine percent. As they disappeared
from circulation, those remaining continued to increase in value,
as did gold. It was estimated that $1/2 million of these notes
was being destroyed by the Treasury every day; by October,
1862 only $20 million to $25 million remained outstanding.

Those that remained outstanding created quite a problem for
the government. They were used instead of coin to pay import
duties, and the interest on the national debt had to be paid in
specie, thus compelling the Treasury to purchase coin to meet
the difference. Once they were out of the way enough gold
would be collected from duties to meet the interest payments.

Old demand notes continued to disappear from circulation,
and less than three years after their initial issue the Bureau of
Public Debt reported on June 14, 1864 that only $833,788 was
still outstanding. This represented slightly over 1% of the origi-
nal $60 million authorized by the Acts of July 17th and August
5th, 1861, and February 12th, 1862.

A newspaper of the day made a statement which applied then
as well as now: "Demand notes are becoming quite scarce and
have greatly increased in value.
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Census of
Unreported
Charters for
Large-Size

National Bank
Notes

Part 1: New England

by ALLEN MINCHO

D URING the last year the membership of the Professional
Currency Dealers Association has begun an attempt to
determine which charters remain to be discovered in

large-size national bank notes. Our first installment deals with
the six New England states.

The ground rules for attribution and deletion from the list of
unknown charters were simple. Documentation of at least one
known note per charter was a must, provided for through rec-
ords of previous ownership, prior listings, auction records,
photographs, or a visual observation with a written record of
same. Only charter numbers were taken into consideration, so it
should be remembered that certain bank titles may be unknown
within a reported charter. In addition, while these listings have
been produced with the cooperation of dealers and leading col-
lectors throughout the country, one must keep in mind that new
discoveries are not only possible, they are extremely likely to oc-
cur. We will, therefore, be publishing periodic updates to this
series in PAPER MONEY on a regular basis. Should you know
of the existence of any large-size example on any of the follow-
ing charters, kindly report them to me at Post Office Box 1525.
Cedar Park, Texas 78613.

Charter
State	 No. 	 Bank Name I Town

Connecticut:
	

196 FNB of New London
251 FNB of Mystic Bridge

1084 Saybrook NB of Essex
1141 FNB of Bethel

1300 Mercantile NB of Hartford
1358 Norwich NB of Norwich
1379 Shetucket NB of Norwich
1477 Thompson NB of Thompson

1478 Jewett City NB of Jewett City
2419 Winsted NB of Winsted
3668 Mechanics NB of New Britain
3964 Thomaston NB of Thomaston
5358 Guilford NB of Guilford

8243 Greenwich NB of Greenwich
9313 FNB of Plainfield
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