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The Unseen Notes of the
Bank of Chillicothe

by FORREST W. DANIEL

Very few, if any, of the early notes of the Bank of Chil-
licothe, Ohio, appear to have survived since only a proof
and a few descriptions are cited in James A. Haxby's
Standard Catalog of United States Obsolete Bank Notes,
1782-1866. This is curious since the notes had wide (and
in Tennessee unpopular) circulation in 1814 and there
was such speculation in them that it called for Congres-
sional debate. The fact that the speculators' hopes failed
to materialize should be less reason for non-survival
than their realization would have been. But then, all of
the notes may have been redeemed, even those held by
the speculators.

T HE Bank of Chillicothe was established in 1808 and
survived the currency upheavals of the War of 1812,
presumably as well as any other bank. When the bank

failed in 1812 it was not alone; many banks failed in the after-
math of the Panic of of 1837. But that is another story. An un-
known quantity of Bank of Chillicothe notes went to pay the
Tennessee milita who served under Major General Andrew
Jackson in the Creek War in Mississippi Territory and that's
what caused the uproar.

The Creek War was coincident with but separate from the
War of 1812. The Shawnee chief Tecumseh held the vision of a
sovereign Indian nation in the territories southwest of the
United States and was active in its promotion. He visited the
Creeks in 1811 to enlist them in his cause; his proposal was re-
jected by the elder chiefs, but some of the younger men and
half breeds heeded his call. A small band went north to visit
Tecumseh and participated in a raid at River Raisin. On their re-
turn they made raids in Tennessee and present-day Alabama
and the American settlers there called for defense.

Milita units from Georgia and Mississippi/Louisiana took a
heavy toll of Indians but the results were inconclusive. In Sep-
tember 1813 the Tennessee legislature voted to send men and
money to help the people of Mississippi Territory. Andrew
Jackson, still recovering from a bullet wound, took to the field
and marched south with 2,500 milita. The Creeks suffered
great losses in the early engagements; but there was no great
victory for Jackson and he had to suspend operations because
provisions were short.

The Creek War was remarkable for the quarrels between the
generals and lack of concerted action, want of provisions and
insubordination in the ranks. Three times Jackson had to use
part of his army to prevent the rest from returning home. Twice
he leveled his own gun at threatening deserters, but finally he
had to let most of them go home. Reinforcements arrived early
in 1814 and, with about 1,000 men, he began an offensive
which stimulated recruitment- and his army swelled to 4,000,
including some regulars.' Jackson was relentless in his pursuit
of the Creeks through the spring, and, on August 9, 1814, the
Treaty of Fort Jackson stripped them of 20,000,000 acres—more

than half of their land. At the end of May Jackson was ap-
pointed a major general in the army of the United States.

When the 10,000 Tennessee troops returned home they had
to be paid, so the secretary of war obtained a loan, in bank
notes, from the Bank of Chillicothe for that purpose. The notes
were bought for face value and paid to the veterans at full value.
When Tennessee banks refused to even accept the notes as
government cash deposits, tax gatherers refused to receive
them and veterans were not permitted to pay their taxes with
Chillicothe money. Since the Ohio notes did not circulate
freely in Tennessee, they were discounted from ten to twenty-
five percent.

The date of the loan from the Bank of Chillicothe is not
known from available sources—was it before or after the credit
collapse of 1814? Surely the Chillicothe notes were redeemable
in specie at the time of the loan or they would not have been
borrowed. When Congress adjourned in the spring of 1814 the
state of the nation's finances were what they had been through-
out the war—precarious: loans supplemented by treasury
notes. Scattered banks in the interior began to suspend specie
payment in July and by early September nearly all banks, ex-
cept in New England, had done so. 2 (The Bank of Chillicothe
may not have suspended.) The treasury was unable to reclaim
the specie it had deposited in eastern banks. From a $2,213,000
loan offering on August 22, only $80 in money was received for
each $100 of 6 per cent stock sold. But whatever the status of
Chillicothe money elsewhere—its worth in Tennessee was low.

The Tennessee congressional delegation proposed a solution
for the problem: "Resolved, That the Committee of Ways and
Means be instructed to inquire into the expediency of pro-
viding by law that any kind of money which may be paid by the
Government to the troops in the service of the United States,
for military services, shall be receivable in payment from the
people for their taxes!' It was an open-ended resolution that
suggests other bank notes may have been used to pay troops in
other states, although Treasury Notes were sent to Virginia in a
recorded instance. The principal objection to the notes in Ten-
nessee was that there was, essentially, no commerce between
that state and southern Ohio which would absorb a reasonable
quantity of the notes. It was admitted that some of the notes
received were payable in Baltimore and Philadelphia; they had
greater exchange value since there was regular trade with those
cities. (Haxby illustrates a proof Bank of Chillicothe note pay-
able at Farmers and Mechanics Bank in Philadelphia. Is it pos-
sible the bank also had a paying correspondent in Baltimore,
and that notes of this type were part of the mix?)

The Tennessee Congressional delegation's letter to Secretary
of the Treasury A.J. Dallas stated that two banks in that state, at
Knoxville and Nashville, certainly would have been better
sources for the funds. Both were of unquestionable credit and
solvency and had never suspended specie payments. No one
questioned the solvency of the Bank of Chillicothe; but the
course of mercantile trade was from the southwest, east and
northeast and Chillicothe exchange was as useless to their cor-
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respondents as it was in Tennessee. The refusal by the govern-
ment to receive the notes in payment of taxes was, the Congress-
men added, in addition to being "considerable irritation, . . . an
intentional attempt to impose on [the people of Tennessee.'"

When the resolution was presented asking that Bank of Chil-
licothe notes be received in payment of taxes, speculators began
to accumulate the highly discounted notes to hold them for full-
value redemption. Secretary Dallas said that none of the Chil-
licothe notes, or any other state bank notes, actually paid to the
veterans could be distinguished from the banks' general circu-
lation; consequently, none of the bills could be received at par.
It would have meant a guarantee of the entire circulation of those
banks, and that was out of the question. He did say, however,
that he would prepare instructions for collectors of public funds
to regulate their conduct in receiving bank notes in payment of
taxes. 'The design of the instructions will be, to unite the secu-
rity of the revenue with the accommodation of the banks, as well
as of individual citizens, during the disordered condition of the
circulating medium of the country; . . "No Treasury Circulars
from that period are held by the Public Documents Library, so
the text of the instructions is unknown.

The low survival rate of early-issue Bank of Chillicothe notes
can be attributed to the continued existence of the bank. There
was plenty of time for trade and speculators to present the notes
for redemption. When the bank failed it was one of the larger
banks in Ohio to do so in the 1841-1842 general contraction.
Its circulation at the time of failure was estimated, by the state
Bank Commissioners, to be $281,277. Bank note brokers were
said to have paid between par and 75 percent for the bills, the
average 87 percent—the second highest for any of the failed
banks. Estimated loss to note holders on redemption was
$36,566.01. The high redemption value accounts for the relative

scarcity of later-issue notes; of course loss, attrition and time
aided depletion of the early notes.

The Bank of Chillicothe appears to have been a substantial
specie-paying bank with its bank notes rated among the best.
But, in an era when bank notes had a narrow area of circulation
and were increasingly discounted the farther they strayed from
home and recognition, they were rejected in Tennessee. Ten-
nessee veterans of the Creek War were victims of a monetary
system which failed to provide a national circulating medium.

NOTES:

1. Military pay for privates was $8 per month plus $16 enlistment bounty
and on honorable discharge: three months additional pay and 160
acres of land. In 1814, each recruit who enlisted for five years or du-
ration of war, in lieu of the cash bounty and three months' additional
pay, was allowed a premium of $124: $50 at enlistment, $50 when
mustered and assigned for service and $24 when discharged. The land
bounty was increased to 320 acres for every non-commissioned officer,
musician and private upon honorable discharge.

2. Suspension of specie payment did not mean a bank closed; business
was carried on as usual except no coin was paid to creditors.
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HUGHES (Continued from page 10)

CONFEDERATE (REBEL) MONEY.-FAC
 Simile Treasury Notes, so exactly like the genuine

that where one will pass current the other will go equally
as well. $500 in Confederate Notes of all denominations,
sent by mail, postage paid, on the receipt of 85, by

W. E. HILTON,
11 Spruce Street, New York.

This Hilton ad in Harper's Weekly of January 10, 1863 offered $500 face value in Confederate notes
for $5. Ads also appeared on January 17, 24 and 31, 1863.

Smugglers bet that consecutive written serial numbers on fine
quality counterfeits would lull recipients into a false sense of
security, and of course greed was a major factor in many deals.

Collectors should also be aware that some counterfeits, espe-
cially some made in Europe by expert engravers, were actually
superior to the genuine notes. When signed and numbered by
hand, these deadly copies created havoc in the Southern states.

If any members can shed light on any activities of Winthrop
E. Hilton, I invite them to write me at 781 Seay Road, Inman,
SC 29349. I would be pleased to write a follow-up article giving
credit to those who contribute data. If we could find just one

note which can be definitely attributed to Hilton, we would be
making a major contribution to numismatics.

Collectors should be cautioned that some Confederate
counterfeits exist on which someone used brown ink to trace
over the black printed signatures to make them appear hand-
written. Hold such notes up to the light and you will see the
black ink under the brown ink which overlaps slightly to make
it visible. Some of these alterations were probably done long
after the Civil War when unscrupulous persons "created" new
varieties to sell to collectors.
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