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The 1907
Nome

Clearing House Issue
by THOMAS W. SHEEHAN

1907 Panic

T HE Panic of 1907, brought on in a period of economic
prosperity, was triggered by the rumor, in September,
that several security dealers would no longer be able to

obtain bank credit (McFarland 34). Several New York banks
had over-extended themselves in providing credit during the
boom and were forced to shut their doors. The bank failures
produced an almost instant distrust of the local financial insti-
tutions and a drain on their deposits was created by the depo-
sitors who wanted to get their money out before any more
failures occurred. In order to protect themselves, the banks in
New York placed an embargo on currency shipments to their
correspondents. The correspondents, in turn, limited their
shipments and the virtual disappearance of currency was the
result.

Clearing house associations had been in existence in major
American cities for many years prior to this panic. Their pur-
pose was to facilitate the exchange of checks, drafts, and notes
among their members, for their welfare and that of the com-
munity (Munn 1921). Many of the clearing houses had been
using certificates in large denominations to settle their daily
balances rather than using currency which would be more
cumbersome, cause security problems, and take it out of public
circulation. With the currency shortage it became necessary to
issue clearing house loan certificates in smaller denominations
to take the place of the currency that was being hoarded. On
October 26th the New York Clearing House was the first to
make the decision to issue certificates for general circulation
(Andrew 501). This action was soon followed by almost half
the cities with a population over 25,000 (Commercial, Vol. 85,
No. 2210, pg. 1118).

While the main impact of the panic occurred during the last
week of October and the first week of November 1907, its
effects lasted the rest of the year. New clearing house associa-
tions were established while unsound banks continued to
close. For example, during the first two weeks of December,

clearing house associations were formed in Altoona, Pennsyl-
vania and Paducah, Kentucky, while the two private banks of
E.B. Lee at Jasper and Weston, Michigan and the private bank
of D.A. Beck, Stotesbury, Missouri were closed (Commercial,
Vol. 85, No. 2216, pg. 1493).

Nome Clearing House

On December 19th, 1907, (Daily Alaskan, 12-19-07, pg. 1) the
banks of Nome (Miners and Merchants Bank, Alaska Banking
and Trust Co., Nome Bank and Trust Co.) decided to issue
clearing house certificates because of the currency shortage.
Public confidence in the banks of Fairbanks ha. d been proved
a week earlier. The individual banks in Fairbanks issued checks
to circulate in the place of currency (Fairbanks, 12-12-07, pg. 1).
A clearing house may have also been established in Fairbanks.
On December 19th the Fairbanks Daily Times carried an adver-
tisement for the Tanana Commercial Company stating that the
company would be willing to accept up to $100,000 in bank
certificates for their goods (Fairbanks, 12-19-07, pg. 2). It was
not uncommon, during the panic, for both bank checks and
clearing house certificates to circulate simultaneously for a
short time. The same day that the banks in Nome declared their
intention to issue certificates an editorial appeared stating

.. the certificates will represent the strength of the individual
banks in the public mind" (Daily Alaskan, 12-19-07, pg. 2). Ap-
parently the banks in Nome preferred forming a clearing house
to issuing checks individually. The Nome public accepted the
certificates because they believed the banks would stand be-
hind them.

Clearing house issues were normally backed by securities in
excess of 125% of the total amount issued. For example, the
minutes of the Seattle Clearing House for November 6, 1907 re-
veal that the Northwest Trust and Safe Deposit Co. was issued
$45,000 in clearing house loan certificates against collateral of
$96,000 or 213%. The same day, the Title Trust Co. of Seattle
was refused certificates because its collateral largely consisted

(Continued on
page 191)
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Edward S. Stokes, the man who shot James Fisk, Jr. (New
York Public Library photo)

Charles Burt, according to the records at the Bureau of Engraving
and Printing (BEP), completed an engraving of Liberty. This image
was not used until 1895, when it appeared on the $1,000 bond
(HX170D) authorized by the Acts of 14 July 1870 and 14 January
1875. What appears to be the same figure, with the Liberty Cap
removed and some facial features reengraved, was used on the
note with which Josie Mansfield has been associated—the 1891
$1,000 silver certificate (H1411). G.F.C. Smillie was the only por-
trait engraver the BEP lists as working on the plate for this note.
Smillie joined the BEP on 8 March 1894; this alteration could
have been his first assignment, although he did not always record
alterations in his diary.

An unidentified daguerreotype or photograph of Josie Mans-
field, as part of a group of unclaimed portraits from a studio,
could have found its way into the hands of Charles Burt. Or, did
Burt plan a joke on Uncle Sam? Artists and engravers are always
looking for subjects. This is just one possible scenario that could
account for the likeness of Miss Mansfield being immortalized
on the $1,000 note. The scandalous background of the possible
model should not alter one's opinion concerning the beautiful
engraving of Liberty on this piece of paper money.

To present a similar analogy, consider the hymn 0 Sacred Head
So Wounded, usually sung during the Lenten season in many
Christian churches. This solemn melody, harmonized in the 18th
century by Johann Sebastian Bach in a slow quadruple meter was
originally a lively sextuple meter tavern song from the middle
ages, with lyrics that might shock a few people, even today. Not-
withstanding the origin, the hymn, with words—moving and
descriptive—remains one of Bach's choicest harmonizations.
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CLEARING HOLISE—(Continued from page 187)

of realty mortgages which were not as liquid as commercial
paper. In Fairbanks, the president of the Fairbanks Banking
Company, E.T. Barnett, pledged personal assets which, along
with the bank's securities backed his bank's certificates 200%
(Fairbanks 12-18-07, pg. 1).

The size of the Nome issue is unknown but one can specu-
late using population figures, the records of other associations
and the two known certificates. Brunswick, Georgia, with a
population of 10,182, issued $109,000 in certificates, and
Hastings, Nebraska, with a population of 9,338, issued $7,713
(Andrew 505). In 1910 Nome's population was 2,600. Un-
doubtedly, Nome had a much larger population in 1907 since,
because of the 1899 gold rush, it had a population of 12,488 in
1900.

The denominations and serial numbers of the two known
notes also provide information. The serial number of the $2
note is 8723 (Gould 157) and the serial number of the $5 note
is 8310 (private collection). An upper limit of an issue not over
$150,000 is indicated when the population figures and the
number of banks in the clearing house are considered. As-
suming the first serial number of each denomination is 1, the
total value indicated by the two known certificates would be
$58,996. The normal ratio between the currency denomina-
tions ($1, $2, $5, $10 and $20) would push the total issue for
Nome to over $250,000. Since the serial number of the $5 note
is lower than the $2 note one can only assume that an arbitrary
numbering system was used, because this too would put the
size of an issue over what the population figures call for. The es-
timate of an issue of not over $150,000 is more reasonable.

An interesting feature of the Nome Clearing House Certi-
ficates is the central design. The $2 shows an Eskimo and the $5
pictures a reindeer. For the most part, the issues of the lower
states incorporated only geometric designs such as those on
the Seattle, Wichita, and Kansas City, Missouri issues (author's
collection). A lion's head is represented on the Portland,
Oregon issue. The Spokane, Washington issue shows a portrait
of George Washington, which would attribute it to the State of
Washington, but not with the same degree of imagery as the
Nome issue. The Eskimo, wearing a fur-lined parka and the
reindeer definitely ascribes the notes to Alaska and nowhere
else.

The Nome Clearing House Association was created in a time
of crisis and disbanded when the need no longer existed. The
Skagit County, Washington Clearing House is another, like
Nome, that left only its certificates for posterity. In less than
twenty-five years the Nome Clearing House, as well as its neces-
sary contribution during the 1907 panic, was forgotten. A.H.
Harris, in an article titled Pioneer Banking in Alaska, states that
'There is not and has not been a clearing house in the Territory,
and there is no reserve bank!' The only evidence remaining to
disprove this statement: two certificates and a few newspaper
articles.

Sources

Andrew, A.P. (August 1908). Substitutes for cash in the panic of 1907.
Quarterly Journal of Economics, p. 501 .

Daily Alaskan, Skagway, Alaska.
Fairbanks Daily Times.
Garcia, R.L. (1949). Encyclopedia of Banking and Finance, 5th ed. Cam-

bridge, MA: The Bankers Publishing Co. (See p. 121 for G.G. Munn's
definition of clearing house.)

McFarland, Cara Lee. (1940). The United States National Bank of Port-
land, Oregon. Portland, OR: Binfords & Mon, p. 34.

The Commercial and Financial Chronicle.


	Partial - The 1907 Nome Clearing House Issue

