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Paper Money Whole No. 160

195 Years of
Banking in Gloucester, Massachusetts

By HENRY N. McCARL, PhD

A LTHOUGH widely known for its fishing industry,
sailing ships, art colonies, scenic coastline and sandy
beaches, Gloucester is also the home of the oldest

bank in Massachusetts, and the fifth oldest in the United States.
The Gloucester Bank was founded on April 22, 1796, by a group
of leading Cape Ann citizens, mostly shipowners and
shipmasters. Initial capital of the new bank was $40,000,
mostly in the form of Spanish gold dubloons and silver pieces
of eight. Captain John Somes was elected its first president, a
position he held for 20 years. The venture was so successful that
by 1799 the shareholders applied to the state legislature for a
charter, thus authorizing the organization to engage in general
banking business with an interest limit of 6 percent. This limit
was continued for the next 62 years until the American Civil
War. The earliest bank notes for the Gloucester Bank bear the
imprint 17 , and were signed by Joseph Allen, Jr., Cashier,
and John Somes, President.

Security was a principal concern of this early banking
institution, and a floor vault was cut into the granite rock
beneath the President's desk with a steel trap door and special
padlock. Prior to the opening of business each day, the town
constable would go to the home of Captain Somes and accom-
pany him to the bank with the key for the padlock, carried in
a special wooden box that was hidden each night in a secret
hiding place in the Somes family home. The constable and
bank president would then walk to the bank and open the
vault lock promptly at 9:00 a.m. This same procedure was
repeated in reverse at the close of each business day.

Descendants of Captain Somes are very fond of telling the
story of the first attempted bank robbery, described by Alfred
Mansfield Brooks in his book: Gloucester Recollected: A Familiar
History.

Cousin John was alone at the moment. He was signing notes, what
we call bills, the paper money in the days when banks were per-
sonal business and the Federal government had not yet taken them
in hand. A shadow crossed the table at which Cousin John was sit-
ting. He turned and saw close behind him a man with a (flintlock)
pistol. 'This is the end of your usury, old Shylock," the man growled.
As Cousin John struck him, and the pistol flew across the room, he
shouted back, "Not by a damn sight!" When the treasurer, who had
left the room for a moment, came back, Cousin John was still
signing notes. Without so much as looking up he said, "Call the
constable and have the damned corpse taken away. The directors
will be here in a few minutes:' The would-be murderer was not
dead, only unconscious and very bloody. John Somes had not com-
manded an Indiaman (sailing ship) at twenty-one and been priva-
teering before that for nothing. He fitted his reputation—a
quick-tempered, hard-fisted, through-and-through gentleman.

The early years of the Gloucester Bank were prosperous years
for Gloucester due to the increased demand for dried and
salted fish during the Napoleonic Wars (1796-1815). Yet the
Embargo Act passed just prior to the War of 1812-1815 and the
duration of this (regionally unpopular) war caused economic
hardships to the seafaring interests of New England. For-
tunately, with major military involvement on the European
continent, the British could not turn their full attention to
sinking American merchant vessels and fishing schooners, or
these years might have been truly devastating to the Gloucester
and regional economies. As it was, the end of the Napoleonic
Wars and the cessation of military activities in North America
brought a substantial decline in the demand for dried fish and
ships stores. This worked financial hardships on many Glou-
cester merchants and customers of the Gloucester Bank.



DOLL &BS-
Ai 14. Tini 172!;""""Ilt.4: „..-t.tt ,"Ir'- '1mosr;..-14,44.4 ° " 1 " 11

711

1J()1 1 1EE 11 BAN Kji

■

(courtesy of the Cape Ann Historical Association, Gloucester, MA)

Paper Money Whole No. 160 	 Page 121

$3 Gloucester Bank note dated April 25, 1815, signed by John Somes as President, J. Allen, Jr. as Cashier. Serial No. 631.

Gloucestermen had also opened trade with Dutch Guiana by
the end of the 18th century, and the trade between the Surinam
River and Gloucester Harbor brought new economic life to the
Cape Ann economy. Trade in dried salt fish to the Guianas and
barrels of molasses to Gloucester for conversion into New Eng-
land rum at the Central Wharf Distillery on Porter Street sup-
ported a significant portion of Gloucester Bank business until
1855. The owner of the rum distillery, William Pearce, had been
one of the founders of the Gloucester Bank, and he and his
family were represented on the Board of Directors for most of
the 19th century. One does not have to guess where the sympa-
thies of the Gloucester Bank were placed during the many tem-
perance campaigns and wet and dry elections in Gloucester in
the 1800s.

Bank notes issued in the period 1812-1815 continued to be
signed by Joseph] Allen, Jr., Cashier, and John Somes, Presi-
dent. These were issued in denominations of $1, $2, $3, $5, $10,
$20, $50, and $100, printed in black ink on thin vellum paper.
Some, but not all, of these notes had elaborate check plate back
designs in black ink.

Boston banks and banks in other financial centers around the
U.S. often declined to accept the bills or notes of country banks
such as the Gloucester Bank except at substantial discounts. This
was based on the uncertainty of the financial soundness of the
issuing institution and the difficulty of funds transfers between
banks that were not part of a national banking system. Each bank
issued its own currency, and anyone accepting that currency had
to depend on the good faith and reputation of the issuing bank
to make good on its obligations. This led to the establishment
by banks of a bank of redemption in Boston that would honor
their bills and notes at full value and redeem currency or coinage
of any nationality.

The India Company was formed in Gloucester about 1830,
for the purpose of carrying on trade with Calcutta and the Far
East. The period 1830 -1850 was a time of great economic
prosperity based on trade with the Far East, and personal
wealth was accumulated in seafaring towns like Salem, Ports-
mouth, Newburyport, and Gloucester. The directors of The
India Company formed a virtually interlocking directorate
with the Gloucester Bank, and without controls on insider
loans, the business investments of the Gloucester Bank were
closely tied to the financial activities of its own directors. By
1850, the Far East foreign commerce of New England was
largely centered in Boston, with declining activity at other
regional ports. Boston banks continued to grow while others in
coastal New England, such as the one in Gloucester, declined
in importance.

By the 1850s, The Gloucester Bank had issued a new series of
bank notes with vignettes of sailing ships and harbor scenes,
signed by John J. Babson, Cashier, and Isaac Somes, President.

The fortunes of the Gloucester Bank followed the local
economy into a period of depression in the late 1850s, but the
advent of the American Civil War (1861-1865) brought an in-
crease in the demand for preserved commercial foodstuffs, an
excellent market for dried salt fish. The deteriorating wharves
of the magnates of foreign trade were converted to fish piers
where Gloucester fishing schooners unloaded their harvest
from the North Atlantic waters. The post-Civil War period saw
an increased number of immigrants to the United States from
predominantly Catholic countries (such as Ireland and Italy)
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$5 Gloucester Bank note dated July 1, 1814, signed by John Somes as President, J. Allen, Jr. as cashier. Serial No. 112.

$50 Gloucester Bank note dated May 1, 1815, signed by John Somes as President, J. Allen, Jr as Cashier. Serial No. 20.

that traditionally ate fish on "meatless" Fridays. This sustained
the demand for dried salt fish after 1865. The fishing banks off
the New England coast filled the holds of the Gloucester ships
which then filled the vaults of the commercial banks of Glou-
cester. Within the next 15 years, by 1875, Gloucester was the
home of the largest fishing fleet in the world.

During the Civil War, major changes occurred in banking in
Gloucester as well as in the rest of the U.S. Abraham Lincoln
signed the National Currency Act on February 25, 1863. This
legislation provided for the issuance of "national bank notes"
by federally chartered "National" banks. It underwrote the
value of paper currency that was now backed by the U.S.
Government rather than each individual bank. The reserve re-

quirements of the resulting system of national banks helped to
finance the war effort without big increases in federal taxes.
Chartered national banks were required to hold a portion of
their reserves in U.S. government bonds, and the sale of these
bonds financed military purchases for the Union army. The
resulting national currency would be accepted by all banks at
face value and this would diminish and eventually eliminate
the need for banks of redemption such as the one in Boston.

The Gloucester Bank qualified for national bank status in
1865 and was granted national bank charter number 1162 as
the Gloucester National Bank. Official copies of the first charter
(May 18, 1865) and second charter (April 21, 1885) with certi-
ficates of authenticity signed by Charles G. Dawes, U.S. Comp-

$10 bank note of The Gloucester Bank, dated April 1st, 1857, signed by Isaac Somes as President, John J. Babson as Cashier.
Serial No. 2732.
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Gloucester National Bank cashier's check dated December 2, 1865, for Seven Hundred and 61/100 dollars made out to G.A.
Osborne, Esq., Cashier of the National Bank of Redemption of Boston, signed by Win. Babson, Cashier.

Official copy of 1885 (2nd) charter for Gloucester National Bank, Charter
No. 1162, dated 21st April, 1885, signed by H.W. Cannon, Comptroller of the
Currency.

troller of the Currency, dated January 17, 1900, were obtained
by this author in 1989. The second charter grants permission to
continue business as Gloucester National Bank until April 25,
1905, at which time a third charter was undoubtedly issued.
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Certificate for Certified Copy of 1885 renewal of charter for Gloucester
National Bank, Gloucester, Massachusetts, dated 17th January, 1900, and
signed by Charles G. Dawes, Comptroller of the Currency.

Gloucester National Bank was still utilizing the National Bank
of Redemption of Boston in 1865, as attested to by a cashier's
check signed by William Babson, Cashier, and dated Dec. 2,
1865 (also part of the author's collection).

Gloucester National Bank issued thousands of national
bank notes from 1865 to 1929 under charter number 1162, in
denominations of $5, $10, $20, $50 and $100. Of a total issue
of $4,225,090 issued during this period, only $58,580 was still
outstanding when the bank was liquidated on May 17, 1932.
The $5 first charter (1162) note of the Series 1875, shown in the
accompanying photograph is only one of four notes known to
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(courtesy of the Cape Ann Historical Association, Gloucester, MA)

No. 	3 6t)st..G Ma:,-11 10, 1933

Payable through
,4 Gloucester National Bank

Gloomier, Massecharzi.s

Gorton-Pew Fisheries Co., Ltd.
As soon ns possible will pay to the BEARER on demand

TWENTY -FIVE CENTS inCiirrency, Scrip or Clearing House
Certificates at its option.

F.

$0ext exclaolgrl:within no d.Y.)

$5 national currency (Series 1875) note dated July 1, 1865, for Gloucester National Bank, Charter Number 1162, signed
by Wm. Babson, Cashier. Serial No. U365122 } upper right, 7282 lower left.

25c depression scrip for Gorton-Pew Fisheries Co., Ltd. payable through
Gloucester National Bank, Gloucester Massachusetts, dated March 10, 1933.
Serial No. 2608G.

still exist from the period 1865-1932. These national bank
notes continued to circulate as legal tender even after the liqui-
dation of the bank that issued them due to their backing by the
federal government. Gloucester National Bank was reor-
ganized and rechartered as Gloucester National Bank of Glou-
cester in March of 1932 with national bank charter number
13,604.

The bank "holiday" in 1932 and the consequent disruption of
the checking and currency systems during the depths of the
great depression led to the issuance of scrip currency by many
employers. Gloucester's own Gorton-Pew Fisheries Company,
Limited, issued "depression scrip" payable "as soon as pos-
sible .. " through the Gloucester National Bank.

From the period of the Great Depression in the 1930s
through World War II, post-war recession, and economic cycles
through the 1950s, 1960s and 1970s, the fortunes of the Glou-
cester National Bank generally followed the ups and downs of
the Cape Ann economy. Deregulation of the banking industry
nationwide and the national and regional prosperity of the
1980s eventually led to the merger of the Gloucester National
Bank into the larger U.S. Trust Company in 1985. Despite some
name changes and formal reorganization, Gloucester and
Cape Ann are still served by a bank that can trace its basic iden-
tity for 195 years.
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