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By Lee Lofthus

Introduction

T HE BANKERS AT THE FIRST NATIONAL BANK (FNB) OF
Butte, Montana, issued Series of 1929 small size National Bank
Notes in only $50 and $100 denominations. Their taxable circu-
lation was $200,000 during 1929 and 1930. From 1931 through

the remainder of the small size national era, their taxable circulation
steadily declined, reaching a low of $24,000 by the end of 1934. However,
the Currency and Bond Ledgers at the National Archives reveal that the
bankers maintained $200,000 in bonds to secure $200,000 worth of out-
standing notes throughout the entire small note era. There appears to be
a disconnect between the reported taxable circulation and the bonded cir-
culation.

The purpose of this article is to document how the bank was
accounting for its circulation, and how those actions impacted the Butte
economy during the Depression. All of this will relate directly to the
scarcity of the Series 1929 $50 and $100 Butte notes available to collec-
tors today.

To do this job, it will be necessary to define exactly what is
meant by the "circulation" of a bank. As this tale unfolds, it will provide
new perspectives on the pitfalls associated with using the various types
of reported circulations for banks that appear in reference books and cat-
alogs, including Van Belkum, Hickman-Oakes, and Kelly.

The First National Bank of Butte and Its Bankers

Knowing the business outlook of the officers of the FNB of Butte
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is necessary to understand their actions during the small note era. These
bankers were driven with maintaining the liquidity of their bank, in
reducing their risk to an absolute minimum, and preserving their capi-
tal. The bankers were steadfast in this commitment, even if it negative-
ly impacted the local economy and withheld cash from their commercial
customers in the form of loans.

The FNB of Butte opened as a territorial nation-
al bank in September of 1881, receiving charter 2566. Al(A*..-Ammvivf
The first president was Andrew Jackson Davis. --
Davis and the first territorial governor of Montana, ta.
Samuel Hauser, had earlier formed the predecessor
banking institution, S. T. Hauser and Company.
Davis had extensive investments in mining equip- , s

'..„ment, cattle ranching, and banking, among other
business interests. He became Montana Territory's
first millionaire.

Davis brought his nephew, also named Andrew Jackson Davis,
into the bank in the early 1880s, and by the late 1880s the second Davis
was the cashier. Montana became a state in November 1889, and the
bank was a prominent part of the growing economy of both Butte and the
state. The first Andrew Jackson Davis died the year after statehood, and
at the time of his death he was one of the richest men in the west.

The second Andrew Jackson Davis continued his career with the
bank, eventually became its president, and served the bank for more
than 50 years. His son, a third Andrew Jackson Davis, became assistant
cashier in 1917, and was promoted to vice president in 1929. He succeed-
ed his father as president upon his death in 1941. Except for a few
months when the will of the first Andrew Jackson Davis was being con-
tested, the FNB of Butte was continuously headed by an individual
named Andrew Jackson Davis.

Above and below: The first Andrew
Jackson Davis laid a firm foundation to
the bank he founded in Butte,
Montana.
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All three Davises were very conservative bankers. The FNB of
Butte withstood upheavals in the mining industry, fires, and the post-
WWI agricultural and economic depressions. The bank remained sound
during the 1920s while more than 4,200 state and 697 national banks
failed. The FNB of Butte was one of four Montana banks that had a cir-
culation of $200,000 or more in 1929, but only the FNB of Great Falls
came close to the FNB of Butte in total deposits and resources.

In assessing undercapitalized small national banks in his 1929
Annual Report, Comptroller of the Currency John Pole stated: "They
operate with small capital funds and are very much limited in their abil-
ity to employ a trained management." In sharp contrast, the Davises
brought an extremely strong commitment to conservative management
to the medium size FNB of Butte, which by 1930 was serving Butte's pop-
ulation of 39,532, the largest town in Montana.

When Franklin Roosevelt declared the bank holiday in 1933, a
national radio broadcast claimed that the western mining camp of Butte
had one of the three soundest banks in the nation. Contemporary reports
said that the FNB of Butte reopened after the bank holiday with "curren-
cy piled high in every teller cage," the bankers' way of demonstrating to
the citizens of Butte that the bank was sound and liquid.

Initial Note Deliveries

On the eve of the small size national

bank note era, the 1928 local city

directory listed the FNB of Butte prin-

cipals thusly.

The Comptroller of the Currency began shipping small size notes
to the FNB of Butte in October 1929. The bankers chose to circulate only
$50s and $100s, as had been their practice since 1900 when they began
issuing Series 1882 Brown Backs. The first Series 1929 deliveries began
with small shipments of partial $50 sheets, then $100s. Deliveries of
both denominations increased significantly after October 1929 and into
early 1930.

In late June 1930, $77,400 in large size notes was redeemed in a
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single group, followed by another redemption of $2,400 in large notes in
early July. Four compensating large deliveries of small size $50s and
$100s were made between June 30 and July 12, totaling $79,800. These
transactions have every appearance that the bankers were swapping out
en masse their inventory of large size notes for the newer small size
notes. As it turned out, the four big deliveries in June and July 1930
were the last sizeable shipments to the bank.

Deliveries Slow Dramatically

From the first $50s shipped October 14, 1929, to the last ship-
ment of a single sheet of $100s sent June 17, 1935, a total of 432 small
size sheets were sent to the bank. The pattern became one of extremely
small redemptions of unfit notes and correspondingly small deliveries of
replacement notes after the large June and July 1930 deliveries. Usually
the Comptroller was sending just one or two sheets of notes at a time.

This slowdown followed the bankers' decision to reduce their cir-
culation. According to the year-end reports sent to the Comptroller, they
began to drastically reduce their circulation starting in 1931. From the
December 1930 high of $200,000, the bank cut its circulation to $100.000
by the end of 1931, and halved it again to $50,000 by the end of 1932. By
December 1933, the reported circulation was $28,200, and at the close of
1934 the reported circulation was $24,000.

Table 1 reveals that the need for notes by the bank diminished
dramatically after July 1930. Out of 268 sheets of $50 notes shipped to
the bank, only 15 were sent from 1931 onward. This means that in

Table 1. $50 Series of 1929 notes sent to The First National Bank of Butte, Montana, by year.
Sheet Numbers 	 Sheets	 Percentage of 	 Known

Year	 Delivered 	 Delivered 	 Total $50 Issued 	 Notes In Census 	 Notes
1929 1 — 42 42 252 16.0 % 1
1930 43-253 211 1266 78.2 % 15
1931 254-258 5 30 2.0 % none
1932 259-260 2 12 0.8 % none
1933 261-266 6 36 2.2 % none
1934 267-268 2 12 0.8 % none
1935 none sent
Total 1-268 268 1608 100.0 % 16

Sources: Comptroller of the Currency (1929-35), Kelly (2004), plus personal observations.

Table 2. $100 Series of 1929 notes sent to The First National Bank of Butte, Montana, by year.

Year
Sheet Numbers 	 Sheets
Delivered 	 Delivered Total $100 Issued

Percentage of
Notes In Census

Known
Notes

1929 1 — 5 5 30 3.0 % none
1930 6-108 103 618 63.0 % 17
1931 109-125 17 102 10.0 % 2
1932 126-144 19 114 12.0 % 1
1933 145-158 14 84 9.0 % none
1934 159-163 5 30 3.0 % 1
1935 164 1 6 0.6 % none
Total 1-164 164 984 100.0 % 21

Sources: Comptroller of the Currency (1929-35), Kelly (2004), plus personal observations.



A000189ATHE FIRST
NATIONAL BANK OF

BUTTE
tO	 MONTANA

WILL PAY TO TN E °TAPER ON DEMAND

MIMIC DOLLARS
0 0 0 189A

Arif'lL7O111311.1C1.11T■MILMCIFIMMICIIM"

A"------7.`"

Table 3. Contrast between the outstanding circulation and
reported taxable circulation for The First National Bank of
Butte, Montana.

Outstanding
Circulation*

Taxable
Circulation"*Year

1929
1930
1931
1932
1933
1934

*(Comptroller Bond

	

$200,000 	 $200,000

	

$200,000	 $200,000

	

$200,000	 $100,000

	

$200,000 	 $ 50,000

	

$200,000 	 $ 28,200

	

$200,000 	 $ 24,000
Ledgers) **(Reported by Bank on Dec. 31)

Sources: Comptroller's Currency and Bond Ledgers 1929-1935,
Comptroller of the Currency Annual Reports 1929-1934.
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excess of 94% of the $50s were delivered before December 1930. As shown
on Table 1, not a single $50 note issued from 1931 onward is reported as
surviving.

Table 2 reveals that 66% of the $100s were delivered by
December 1930. In contrast to the $50s, where no late issue notes are
known at all today, 4 of the reported $100s come from the small deliver-
ies spread across 1931, 1932 and 1934. No $100s are known from last
sheet of $100s sent to the bank on June 17, 1935, a sheet that turned out
to be the only delivery of new notes of any kind to the bank in 1935.

Note that 83.8% of all the small size notes were sent to the bank
by the end of 1930. From 1931 to 1934, $50 deliveries dropped to just 30,
12, 36 and 12 notes per year. Despite the fact that both unfit $50s and
$100s were being redeemed after 1930, $100 notes comprised 79% of the
new sheets delivered, representing 88% of the face value. The lack of $50
shipments helps explain why
the reported notes shipped after
1930 are $100s.

The extremely small
post-1930 shipments have
another interesting feature.
They represent almost exclu-
sively replacements for unfit
large size notes, rather than the
new small size notes. During
the small note era, only $750 in
Butte small size notes were
redeemed as unfit and replaced,
an incredibly small amount for a
six year period.

The Bond Ledger Puzzle

From data: (1) The declining annual circulation reported in the
annual reports; (2) the dramatically decreased number of unfit notes
coming in for redemption; and (3) the small number of post-1930 notes
reported in the Kelly census, indications are that the bankers were
aggressively shrinking their circulation during the Depression. Such a
retrenchment mirrored the actions of other national bankers who sold
their bonds and cut their circu-
lations in the face of economic
hardship.

However, one remark-
able fact is at odds with this
picture. The data on Table 3
demonstrates that while the
taxable circulation reported by
the Butte bankers declined
from 1931 to 1934, there were
no corresponding bond sales.
The Butte bankers were main-
taining $200,000 in bonds to
secure their circulation, some-
how holding $200,000 in
nationals, but reporting circu-
lations of a fraction of that
amount.

The First National Bank of Butte $50

shown here is one of 16 surviving

notes from an issue of 1,608.
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Twenty-One $100 notes from The First
National Bank of Butte, Montana, are
known to collectors today.
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The Mystery Solved

The shipments of new notes to the bank, and redemptions of
worn notes from circulation, are too sparse for a bank with $200,000
worth of notes in circulation. The fact is that the small redemptions after
1930 track perfectly the declining reported taxable circulations, not a
$200,000 circulation. However, the bond ledger entries, and total value
of outstanding notes shown on the Comptroller's ledger, are proof that

the notes were out there some-
where. It is obvious, then, that
the Butte bankers were hoard-
ing their notes in their vault,
and only reporting the value of
the notes that they let out of the
bank as their circulation. The
bulk of their hoard consisted of
1929 notes plus some leftover
large size notes.

The implications of this
are significant for collectors.
You can't always judge the
availability of notes based on

the reported outstanding notes or the taxable circulations, either of
which appear in the standard references, but are not distinguished from
each other!

Impacts of the Hoarding

The cautiousness of the Butte bankers impacted their communi-
ty as the effects of the Depression spread. At exactly the time their local
economy needed an infusion of money, they were severely contracting the
local money supply. The reports of condition for the period show that the
FNB cut its loan portfolio from more than $6 million at the end of 1929
to $1.1 million at the close of 1934. During the same period, the bank cut
the value of its notes in commerce from $200,000 to only $24,000.

Rather than keeping the money working, by 1934 the bankers
were holding back $176,000 in national bank currency in their vault, just
when the local and national economy needed that money. Of course they
could pile their teller cages high with currency when the bank reopened
after the bank holiday since a significant amount of notes were not being
let out of the bank. The bank's cashier, George Hill, boasted in 1933 that
he could liquidate the bank in less than a month and have one million
dollars left. That was no doubt true as the bank had essentially stopped
"banking on the community" and had virtually eliminated its outstand-
ing risk.

Incidentally, by 1934, when vault hoard at the bank had grown
to $176,000, most of the cash consisted of unissued Butte Series 1929 $50
and $100 notes. However, at least $1,300 of the stash was in large size
notes.

From the ultra conservative standpoint of the bankers, there was
a logic and modest profit behind building the hoard. The $200,000 worth
of bonds deposited with the Treasury earned 2% interest, and probably
were absolutely safe. At the same time, they were paying only 1/4 of 1
percent tax on their reported circulation at six month intervals.

Keeping the bond income while hoarding the notes gave the
Butte bankers guaranteed interest income with minimal tax expense.
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Had they sold the bonds, there would have been no income. Although
their returns were meager, at least there was virtually no downside.

Perhaps this was good business for the cautious Butte bankers,
but not at all helpful to the local borrowers comprising merchants and
farmers, or the citizens who needed money to crank the local economy.
For all intents and purposes, the bankers were not engaged in normal
banking. but rather were operating as extremely cautious investors wait-
ing for the bad times to pass. They certainly weren't embracing the spir-
it of the New Deal economics emanating from Roosevelt's Washington.

The Definition(s) for National Bank Note Circulation

Determining the value of national bank notes a given bank had
in "circulation" is not as simple as one might expect. There were two
working definitions for "circulation."

The predominantly accepted definition for circulation was the
face value of notes shown as outstanding on the books of the Comptroller
of the Currency. However, an alternate definition was the actual value
of notes outside the bank or "on the street" so to speak. The officers of
the FNB of Butte clearly used the latter, at least after 1930. Early
national banking regulations support the "notes on the street" definition
of circulation. However, the national banking statutes and accompany-
ing regulations changed over time, and by 1931 it appears there should
not have been differing interpretations of what comprised a bank's circu-
lation.

Section 5214 of the National Bank Act required each bank to pay
a tax on "the average amount of its notes in circulation." However, there
was no specific guidance as to the definition of "circulation." Section 5215
required each national bank to file a semi-annual report of the average
amount of its notes in circulation. If a bank failed to file a report, Section
5216 directed that the Treasury would compute the circulation tax based
on the amount of notes delivered to the bank by the Comptroller. This
implies that there were conditions under which the circulation could
legitimately differ from the amount of notes delivered by the Comptroller
of the Currency.

Pratt's 1901 Digest of National Banking Laws, a widely used con-
temporary reference for reporting requirements and interpretations of
national banking law, advised the following regarding Section 5216: "It
is usually the best plan for the bank to make up its own average, as that
made by the Treasurer would necessarily include notes the bank might
hold" [emphasis added]. In explaining the Section 5214 duty on circula-
tion, Pratt advised bankers "The tax is upon the average amount of notes
in circulation — not those held by the bank or in transit between it and
the Comptroller's office" (Pratt, 1901, p. 104). Even the Comptroller's
own reporting instructions for the periodic reports of condition stated the
following for the Line 4 circulation entry: "Circulating notes received
from Comptroller, less amount on hand and in Treasury for redemption
or in transit" (Pratt 1901, p. 250). It appears the early regulations clear-
ly recognized the distinction between notes "in circulation" and notes
held at the bank.

By the 1920s, the statutory language regarding circulation tax
had been revised in two ways. Title 12 U.S.C. §541-543 provided for dif-
ferent tax rates for circulations based the differing classes of bonds then
available to secure circulation. There were different rates for Two
Percent Bonds, Other Than Two Percent Bonds, and Panama Canal Two
Percent Bonds. Second, and important for the discussion at hand, is that
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the basis for determining circulation was spelled out in statute. 12
U.S.C. §542 stated the tax on circulating notes secured by two per cen-
turn bonds (the bonds backing the FNB of Butte notes) would be "one-
fourth of one per centum each half year upon the average amount of such
of its notes in circulation as are based upon the deposit of said two per-
cent bonds."

Notwithstanding the revised statutes, the 1933 edition of Pratt's
Digest still advised bankers that "It is best for the bank to make up its
own average, as that made by the Treasurer would necessarily include
notes of the bank not actually in circulation" (Pratt, 1933, p. 189-190).
Clearly there was some ambiguity in how to report circulation, and the
Butte bankers reported the value of their notes that were out on the
street rather than the value of the circulation that they had received
from the Comptroller.

End of the Note Issuing Era

The national bank note era abruptly ended in July 1935. The end
was anticipated by a 1932 opinion of the Attorney General which advised
that, according to existing law, the circulation privilege for the bonds
backing the circulation of national bank notes would expire on July 22,
1935. When the securing bonds were liquidated in July 1935, the pro-
ceeds were paid into the redemption fund to provide for the redemption
of the outstanding national bank notes.

This created an interesting situation at the FNB of Butte. The
bankers were then holding at least $176,000 of their own nationals in
their vault. At that point, the Butte nationals became ordinary cash, the
bonds having been sold. No interest was being earned, and no circulation
taxes were due.

What the FNB of Butte did with its $176,000 hoard is unknown.
It is unlikely that the cash was dumped into circulation because that
would have greatly increased the survival of the notes, and led to the
preservation of many more of the notes that were delivered to the bank
after 1930. Rather, the hoard seems to have been consumed in some
fashion that also led to the quick redemption of the notes. How this was
affected is unknown.

Insights

Both the Kelly (2004) and Hickman-Oakes (1982) catalogs report
the "out in 1935" amount as $199,450. This figure is the amount of cir-
culation outstanding in July 1935 according to the National Currency
and Bond Ledgers as determined by Louis Van Belkum decades ago. The
number represents $199,450 worth of notes held by the bank and in cir-
culation, plus $550 worth of Series 1929 notes that had been redeemed
between March 23 and July 29, 1935, that had not been replaced yet by
the Comptroller. These two amounts equal $200,000, the value of the
bonds on deposit with the Treasurer to secure all the outstanding notes
of the bank.

In contrast, Van Belkum (1968) reported the outstanding circula-
tion as $24,000, which was the taxable circulation reported by the bank
that he obtained from the 1934 annual report of the Comptroller of the
Currency. This was the taxable circulation reported by the bankers, and
represents the money on the street. It does not include the $176,000 they
had hoarded in their vault.

Which number is most useful for gauging the rarity of the notes
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from the bank? In this case, the answer lies someplace between Van
Belkum's $24,000 taxable circulation, and the $199,450 shown as out-
standing on the Comptroller's ledger. The best indicator is a value much
more heavily weighted toward the lower rather than the higher figure.

Series of 1929 FNB Butte Notes

The bankers at The FNB of Butte issued a total of 2,592 small
size $50 and $100 notes. Their decision to hoard their notes resulted in
a lower than expected demand for replacement notes, so their printings
of Type 1 notes proved sufficient to meet all their needs through 1935.
No type 2 notes were even printed.

All their Type 1 notes were produced using the same logotype
plate. All carried the signature combination of cashier George U. Hill
and president Andrew Jackson Davis (number two). The reported notes
were cut from the sheets with scissors. The bankers used so few of them
that cutting the notes apart with scissors was not a time-prohibitive
proposition. The majority of the notes exhibit uneven scissor-cut top and
bottom margins.

Fifty Dollar Notes

Year $50 $100 Count
1929 C000023A None 1
1930 D000045A D000009A 32

E000062A A000013A
B000068A F000014A
A000076A A000021A
A000094A A000029A
F000097A C000029A
B000099A A000034A
B000102A C000034A
A000113A E000034A
A000124A F000034A
E000144A D000043A
F000175A A000045A
A000189A C000046A
E000202A A000067A
A000223A A000087A

F000097A
A000108A

1931 none F000112A 2
F000119A

1932 none E000127A 1
1933 none none none
1934 none F000162A 1
1935 none none none

Sources: Currency and Bond Ledgers (1929-1935), Kelly (2004), plus
personal observation.

The $50 notes represented 62% of the Series of 1929 notes issued
by the bank, and 45% of the
face value. I've observed in per-

Table 4.	 Reported Series of 1929 notes from The First son or via photographs, 10 of
National Bank of Butte, Montana, arranged by the year when the 16 known Butte $50s. Of
they were delivered to the bank. the ten observed notes, two

were VG or VG/F, one a nice
Fine, one AU, and the rest were
in the VF to XF range. Their
generally high grade is consis-
tent with notes that were not
usually exposed to heavy circu-
lation, in contrast to the lower
denominations. Three $50
notes were new additions to the
census in 2005. Regardless of
condition, the most significant
challenge is locating a $50 with
nice top and bottom margins.

The years when the
reported notes were shipped to
the bank appear on Table 4. It
is probably significant that not
a single $50 note has been
found from any of the ship-
ments between 1931 and 1934.
This hints that the bankers
were taking most if not all of
the newly received sheets and
putting them in their vault
rather than releasing them into
circulation. Finding one of the
late delivery $50 notes would
be a fascinating item.
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One Hundred Dollar Notes

The $100 notes represented 38% of number of the small notes
issued. and 55% of the dollar amount. I've seen 11 of the 21 known notes.
As with the $50s, most are generally in the VF to EF range, although a
few show heavy circulation. Four high grade $100s are reported from
sheet number 34. The rest of the known notes, as seen in Table 4, are
reasonably distributed across the 164 sheets issued.

The bank's $100 notes appeared at auction with some frequency
during the mid to late 1990s, but their appearances have tapered off dur-
ing the past two years. The scissor-cuts on the $100s seem to be some-
what more careless than on the $50s, and at least four known $100s have
noticeably bad margins.

Survival
Table 5: Nationwide data for the redemption of

Generally, $50 and $100 notes lasted 	 the Series of 1929 notes.
a long time in circulation in comparison to 	 Percentage of 1929
the smaller denominations. The redemption 	 Notes Redeemed
data from Warns. Huntoon and Van Belkum 	 Denomination 	 By October 31, 1935
(1973) summarized on Table 5 bears this 	 $ 5	 93.6 %
out. Because of their high face value, I doubt 	 $ 10	 85.8 %
many Butte nationals were saved as curiosi- 	 $ 20 	 69.6 %
ties. More likely, the Butte notes appear to 	 $ 50	 51.2 %
have been saved in cash hoards. 	 $100 	 32.7 %

The FNB of Butte notes were the
keys to a Montana small size type set when 	 Source: Warns, Huntoon, and Van Belkum (1973).
Montana collector Milton Sloan wrote his
article on Series of 1929 Montana nationals
in 1980. His October 1979, census contained only four $50s and three
$100s. In the past 26 years, many more Montana nationals have been
added to the census, and the total of known Butte notes has increased
over five fold from 7 to 37. Nonetheless, the FNB of Butte Series of 1929
notes are all that one can collect to form a Montana denomination type
set.

Conclusion

The president of the FNB of Butte, Andrew Davis (number two),
stated that the FNB should be prepared to meet "every contingency and
every emergency out of its own ample resources." We now know, 70 years
after the National Currency Era ended, the extreme measures that the
Butte bankers took to stay true to that philosophy.

The Butte case also has important implications for researchers
and collectors. The fact that the bank was withholding its national notes
from use is not apparent from the data in any of the standard catalogs.
Only the taxable circulation reported by Van Belkum hints at the issue.

Andrew Jackson Davis (number two) initiated

very conservative business practices during the

Great Depression, hoarding his bank notes,

while drawing interest on his bond deposits.
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generously helped me locate a host of records on the FNB of Butte and its
officers. Wayne DeCesar of the National Archives assisted my searches
through the National Currency and Bond Ledgers.

One needs data on both the taxable circulation and the outstand-
ing value of notes in order to truly assess the rarity of the Series of 1929
notes from the FNB of Butte. The rarity of the notes lies someplace
between the extremes of these two numbers, probably closer to the lower
taxable circulation.

This case documents two working definitions of national bank
note circulation. There may have been other national banks which held

their bonds, kept their nationals in the vault, and reported
reduced taxable circulations. The standard references don't

reveal this, so there is significant opportunity for further
discoveries in this little explored facet of national bank-

ing.
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