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None Outstanding
All Redeemed

NOT SO!
by BOB COCHRAN

The records of the Comptroller of the Currency indicate
that the entire circulation of several national banks was
completely redeemed; this would mean that there are
no notes from these banks available to collectors. One
of these banks whose outstanding large-size note circu-
lation is "zero" (according to the Comptroller's records)
is The First National Bank of Gardiner, Oregon. Please
take a look at the illustration accompanying this article,
and you will see that it is a $20 Third Charter Plain Back
note issued by this bank, bearing the signatures of H.L.
Edmunds, Cashier, and J.N. Hedd, Vice President. The
Comptroller's records say that this note does not exist—
but we know that it does. Why?

HERE are several large-size notes known to exist from
the First National Bank of Gardiner, Oregon; there are
reported notes from other banks whose circulation was

supposedly completely redeemed. The reason for this discrep-
ancy is, of course, that the Comptrollers' records are incorrect.
However, errors in the Comptroller's records probably aren't lim-
ited to just a few banks —and here are my reasons for making
that statement.

Remember that a national bank was required to purchase
U.S. Government interest-bearing bonds to back their circu-
lating bank notes. These bonds were deposited with the Trea-
surer of the United States for safekeeping. In the event that a
bank failed, the outstanding notes could be redeemed from
the revenue resulting from the sale of the bonds, and any other
funds due the bank from the Treasury would be distributed
among the persons holding claims against the failed bank.

If a national bank wished to voluntarily liquidate, either to
close or to become a state-chartered bank, it was necessary for
that bank to redeem its circulation. That meant sending in all
of its national bank notes to the Redemption Agency in the
U.S. Treasury Department. Think about that—the bank wouldT
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have to round up all of the notes it had paid out over its counter
over the years—an impossible task!

So they would "salt away" their own notes with notes from
other national banks or other Federal currency in circulation at
the time. The bank would attempt to recover as much of their
circulation as possible, but when the notes were sent in there
would almost always be other currency buried in with them.

The Redemption Bureau was a busy department, every day
handling tens of thousands of worn-out and damaged notes,
along with notes from liquidating and closed banks. In addi-
tion, the economy could affect the number of notes coming
into the Redemption Bureau. The note-issuing privilege pro-
vided the national banks with an opportunity to make a profit
by circulating the notes. This profit potential depended upon
the price of the bonds that were used to back the notes; if the
sale price of U.S. bonds became attractive to other investors, the
banks had to compete with them, and often the banks would
have to pay a premium for the bonds so they could issue notes.
But when the value of the banks' bonds on deposit represented
an opportunity to profit by selling them, the banks would then
withdraw their circulation and send it to the Redemption Bu-
reau, take possession of their bonds and put them on the mar-
ket. This happened quite often in the late nineteenth and early
twentieth centuries. When the sale price of the U.S. bonds went
down, the banks would invest in them again.

The clerks in the Redemption Bureau were usually busy
enough that if the face value and denominations of the notes
being redeemed matched what the bank claimed, the claim
would be honored; they didn't always have the time to make
sure that all of the notes were from the bank wishing to re-
deem them.

I make the claim that the majority of the outstanding figures
reported for individual national banks are incorrect, both for
large-size and small-size national bank notes. I think the state-
ment is particularly true for banks that were issuing large-size
notes at the time the small-size notes were introduced in 1929
(the First National Bank of Gardiner, Oregon falls into this
category). The government was especially interested in remov-
ing the large-size notes from circulation as soon as possible,
and millions of these notes were redeemed in a relatively short
period of years. As such, no attention was paid to the indi-
vidual notes being received in large quantities from national
banks throughout the country.

I think this statement also holds true for banks that issued
series 1929 notes through the time in 1935 when the last of
the bonds backing them were called in. The banks were anx-        
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This note from the First National Bank of Gardiner, Oregon, proves the
Comptroller's records for this bank are incorrect. (Illustration courtesy of
Roy Sparks, Jr.)

ious to redeem their bonds, so they sent in whatever notes of
their own they had on hand, and included the notes from other
banks to reach the total amount of their outstanding circula-
tion. So the amount of small-size nationals, accorded to the
individual banks, should be considered suspect as well.

I have no quarrel with the total number of national bank
notes reported as outstanding by the Comptroller in 1935;
but because of the situations described above, I don't think
that many of the totals assigned to the individual national banks
are correct. It indicates to me that the figures are useful as a
guide to possible rarity and nothing more. A serious collector
can enhance his or her knowledge through personal research,
reading or obtaining the many excellent reference publica-
tions, and the opportunity to communicate with the experi-
enced dealers and collectors in this most rewarding hobby.
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A RUN ON A BANK

"A run on a bank is a funny thing," said the old banker, who
was in a reminiscent mood. "It will start without the slightest
cause, and you never know when to expect it. It may be only a
rumor, it may be in the air, and the deed is done. Many a good
bank has gone to the wall simply because there is no way to
know that a run was in the prospect, and there are times when
the soundest bank in the world could not stand an unexpected
run.

"A number of years ago, when I was a young man, I was
cashier of a bank in the interior of the state. The bank was in
good condition and perfectly sound, and we did not dream
that our credit would be questioned. But one day a run was
started without warning, and inside of two hours there was a
howling mob around the bank, and we realized that we had a
serious situation to face.

"It was simply impossible for us to meet all the demands,
but I paid out the funds we had on hand, knowing full well
that it was a question of only a few minutes when we would
be obliged to close.

"Finally the president of the bank came to me and said in a
low voice:

"'How much longer can we hold out?'
"'Not over ten minutes,' I replied, wiping the beads of per-

spiration from my brow.
"Calmly and deliberately he reached over to the money case,

picked up a $10 bill, rolled it lengthwise, stepped to the stove
and lit it; then, without a quiver of an eyelid, he produced a
cigar, bit off the end and proceeded to light it from the burn-
ing bill.

"That move saved the bank. The man whom at that mo-
ment I was handing his balance gasped and then, shoving the
money back, said he would leave it. It was the turn of the tide,
and the run ceased. We didn't even lose the $10 bill, as the
president was careful enough to see that there was enough left
to be redeemed."—Detroit Free Press.—Winona (Minn.) Daily
Republican, Aug. 25, 1900.
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