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IMMEDIATELY UPON TAKING OFFICE IN 1933, PRESIDENTFranklin D. Roosevelt and his Treasury began resuscitating the imploding
commercial banking system.  In short order they began restructuring the
money supply.
Roosevelt’s Treasury and a compliant Congress cheapened the dollar and

greatly increased the money supply.  Both were designed to stimulate the depres-
sion economy, and hopefully get people back to work.

Roosevelt’s first order of business upon taking office was to impose a
nationwide bank holiday by executive order and shepherd passage of the
Emergency Banking Relief Act of March 9, 1933.  That act gave him authority to
regulate the value of the dollar.

Roosevelt’s famous gold confiscation order, Executive Order 6102, dated
April 5, 1933, required everyone to turn in their gold coins, gold bullion and Gold
Certificates to banks, which would then forward those items on to the Federal
Reserve Banks.  The purpose of his order was to free up gold that had been hoard-
ed, and to get it into the hands of the government where it could be used to inflate
the currency supply and do some good.

A flurry of executive orders and Congressional acts followed.  A few of
them resulted in the design changes that appeared on our currency that are the
focus of this article.

Very significant was a section in Title III of the Agricultural Adjustment
Act of May 12, 1933, that granted legal tender status to all currency and coin
issued under the authority of the United States.

The Gold Reserve Act of January 30, 1934, terminated the coinage and
circulation of gold coin, but provided for unlimited coinage of silver.

Not all of the legislation of interest here dripped from the tips of New
Dealer pens.  The Republican sponsored Tariff Act of June 17, 1930, also known as
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the Smoot-Hawley Tariff Act, was the most far reaching piece of protectionist legis-
lation ever passed, and consequently was reviled by free traders and credited by
economists with deepening the Great Depression.  Section 648 of that act contained
a curious provision that allowed United States and National Bank Notes to be used
for the payment of duties on imports and interest on the public debt.

The legislation authorizing United States Notes in 1862 forbade their use
for payment of customs taxes because custom taxes were a primary source of gold
for the Treasury.  United States Notes were certain to be heavily discounted against
gold at the time, so the government didn’t want to receive them in lieu of gold.

Similarly, in order to preserve the credit of the Treasury, payments of inter-
est on the public debt were required in gold.  People who purchased gold bonds cer-
tainly wouldn’t tolerate their interest being paid in discounted greenbacks.  The
government had no choice, it had to pay the interest and principal on its gold bonds
in gold, or no one would buy the bonds.

National bank notes were subject to the same two exceptions when they
came along in 1863, because by law they were convertible into greenbacks.

All forms of United States currency could be redeemed for gold when
specie payments were resumed January 1, 1879.  Consequently the value of green-
backs converged on gold, so the legal tender exceptions were rendered moot then.
Section 648 of the Smoot-Hawley Act codified that reality by formally dispatching
both exceptions.  

The New Deal Treasury was faced with a very changed paper money sup-
ply.  Gold Certificates were being retired and Federal Reserve Notes were no longer
redeemable in gold.  New classes of silver were being monetized.  Above all, all cur-
rency was legal tender, not just United States Notes.  These changes called for either
new series or, at a minimum, revisions to the redemption/uses clauses on existing
series.

The clauses of interest to us are the finely lettered statements that generally
are found under the Treasury seal except on Federal Reserve notes where they
appear to the left of the portrait above the bank seal.  The purpose of these clauses is
to give the note holder confidence that the note in fact represents some value.  They
advise that the note is legal tender or how to redeem or otherwise use it for some-
thing of value.  There are three types of clauses:  legal tender, redemption and use,
or some combination of those concepts.

United States Notes

United States Notes were the least impacted class of currency by the New
Deal changes.  The exceptions were simply dropped from the legal tender clause.
However, subtle changes were made on the $5s in order to better distinguish them
from Silver Certificate and Federal Reserve Note $5s.
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Figure 1.  New Deal Treasury officials
chose a different cycloid pattern for each
of the $5 classes in order to distinguish
between them.
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The ornamental cycloid pattern inside the right and left borders on the $5
Federal Reserve and United States Notes previously were identical, so the pattern on
the legals was redesigned from simple nested ovals to nested hearts.  The objective
was to use a different pattern for each class of $5s (Broughton, Nov. 15, 1933).

They also added a cycloid pattern inside the right and left borders of the
$2s.  The pattern used on the $2s differed from that on the $5s, so no effort was
being made to standardize the patterns across all the denominations within a given
class.  

The new look to the $2 and $5 United States notes coincided with the
change in signatures to Julian and Morgenthau.  Models showing these changes were
approved for use by Secretary Morgenthau March 22, 1934.  The first of the new $2
1928C and $5 1928B production plates were certified on March 26th and 29th,
respectively.

Silver Certificates

The action on the Silver Certificates occurred with the $1s and $10s.  A legal
tender clause first appeared on the $10 Series of 1933 plate certified January 3, 1934.
As shown on Figure 4, the use clause on the $1s was changed to a legal tender clause
with the introduction of the Julian-Morgenthau Series of 1928E notes, the first plate
of which was certified February 11, 1934.

Figure 2.  The cycloid pattern on the
early Series of 1928 United States $5s
was identical to that on the Federal
Reserve $5s, so it was changed when

the streamlined legal tender clause
was adopted.

Figure 3.  A cycloid pattern was
added to the $2 notes at the same
time the streamlined legal tender
clause was adopted.
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The Series of 1934 Silver Certificates resulted from the Pittman Amendment
in the Gold Reserve Act of January 30, 1934, which called for the president to “issue
silver certificates in such denominations as he may prescribe against any silver bul-
lion, silver, or standard silver dollars in the Treasury not then held for redemption of
any outstanding silver certificates.”

This was followed by the Silver Purchase Act of July 19, which directed the
Secretary of the Treasury to purchase silver at a price-supported $1.2929 per ounce.
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Figure 4.  A legal tender clause was
substituted for the use clause when the
$1 Series of 1928E Julian-Morgenthau
Silver Certificates were adopted.  The
change in position of the Treasury seal
and addition of the large blue counter
on the Series of 1934 $1s were institut-
ed to aid sorting the Series of 1928
Silver Certificates from the 1934s dur-
ing redemption.
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This subsidy to silver producers drew large quantities of silver bullion into the
Treasury.  This bullion, of course, was monetized by the New Deal Treasury to
increase the money supply in the form of additional Series of 1934 Silver
Certificates.

In contrast, the existing Series of 1928 Silver Certificates were obligations
against specifically earmarked silver dollars deposited in the Treasury to secure Silver
Certificates authorized by silver legislation passed in 1878, 1886 and 1900.
Similarly, the Series of 1933 $10 notes were secured by silver dollars coined from sil-
ver received from foreign countries received in payment for foreign debts as autho-
rized by the Thomas Amendment in the Agricultural Adjustment Act of 1933.

The Series of 1928 and new Series of 1934 were in simultaneous production
at the BEP.  Series of 1934 faces began to be printed on June 6, 1934.  The last of the
1928 face plates left the presses August 10, 1934, and the last of the sheets were num-
bered May 28, 1935 and delivered to the Treasury May 31st.

The Treasury already was segregating Series of 1928 and 1933 Silver
Certificates as they were coming in for redemption in order to maintain the separate
accounts for each based on the legislation that authorized them.  The idea, at least
initially, was to separate the Series of 1934 notes as well.

The biggest visual change between the Series of 1928 and 1934 $1 silvers, of
course, was that the seal was moved from the left to the right and a large blue numer-
al 1 was added to the 1934 notes.  The purpose of these changes was to facilitate sort-
ing the two series when they came in for redemption (Broughton, June 19, 1934).

In order to avoid waste, the Series of 1928 notes were issued as replacements
for worn Series of 1928 and earlier Silver Certificates until stocks of them were
depleted.  Once those stocks were gone, they were replaced by Series of 1934 notes.
Simultaneously, stocks of silver dollars in the Treasury specifically earmarked for
redemption of the Series of 1928 and older series were moved to general custody for
redemption of any Silver Certificates (Broughton, June 7, 1934).

This mechanism allowed the Series of 1934 to gradually supplant all previ-
ous Silver Certificate series, thus yielding a consolidated series.  The uniform Series
of 1934 was secured by silver dollars, subsidiary silver coins and silver bullion held
by the Treasury. 

Figure 5.  Notice that the cycloid
pattern on the $5 and $10 Silver
Certificates is identical.
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The Series of 1933 $10s and newly authorized $5 and $10 Series of 1934 Silver
Certificates utilized an identical cycloid pattern inside their right and left borders.
However, the pattern differed from the more complex pattern found along the inside
top and bottom borders of the $1s.

Federal Reserve Notes

The Federal Reserve clause lost its gold redemption cachet but gained legal
tender status.  Models with the new language for use on the new Series of 1934 notes
were approved by Secretary Morgenthau on May 23, 1934 (Broughton, May 24, 1934).
The first of the Series of 1934 plates to be certified were $5s for New York on October
12, 1934.

The Federal Reserve Board desired to simplify the clause on the Series of 1934
Federal Reserve Notes even further by eliminating “and is redeemable in lawful money
at the United States Treasury or at any Federal Reserve Bank.”  However Treasury offi-
cials argued for retention in order to keep the clause in compliance with the Federal
Reserve Act of 1913.

Figure 7.  There is a small difference
in the cycloid patterns between the
$5 and $10 Federal Reserve Notes.

Figure 6.  The gold redemption
clause on the Series of 1928 was
replaced by a legal tender clause
on the Series of 1934 Federal
Reserve Notes.
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The cycloid patterns on the $5 and $10 Federal Reserve Notes were similar,
but not identical as shown on Figure 7. Neither was altered during the New Deal
period.

Summary

New Deal legislation permanently altered American money in three funda-
mental ways.  The United States was taken off the gold standard.  The total money
supply was increased in part through the issuance of Silver Certificates backed by
bullion, the purchase of which was increased dramatically.  All United States curren-
cy and coin was given legal tender status.

The Roosevelt Treasury displayed these changes on paper money primarily
by altering the language in the legal tender/redemption/use clauses.  Those clauses
all became legal tender clauses regardless of class.

Treasury officials deemed termination of gold payments for Federal
Reserve Notes and the monetization of silver bullion as backing for Silver
Certificates sufficiently revolutionary that they introduction the new Series of 1934
for both.

The least impacted class of currency was the United States Notes.  The only
substantive change on them was to drop from their legal tender clauses the archaic
prohibitions against their use for the payment of customs taxes and interest on the
public debt.  This edit had been authorized as a formality in the pre-New Deal
Tariff Act of 1930.  The change did not warrant introduction of a new series.

However, minor design changes were made on the New Deal United States
Notes at the same time the legal tender clause was simplified.  A cycloid ornamental
pattern was added inside the right and left borders of the $2s.  The cycloid pattern
on the inside right and left borders was changed on the $5s to further distinguish
them from $5s of the other classes.  Previously, the pattern was the same as on the
Federal Reserve notes.
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