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It is a pleasure to be able to share with the Governors of Central Banks 

of the American Continent information about the United States' plans to change the 

design of its currency notes in order to improve their security against counterfeiting. 

Since our planned introduction is only about a year away, since questions are already 

being raised about how the introduction will take place, and since citizens of each of 

your countries are likely to be affected to some extent by this change, I want to take 

this opportunity to let you know about our plans. Several key matters have not been 

decided yet, however, including the final designs and the specific introduction dates, 

so this is only an outline of, and status report on, the major points.

The change in the design of currency notes is a formal U.S. Government 

initiative, taken under the direction of the Treasury Department, which has 

responsibility for designing and printing U.S. currency and for protecting it against 

counterfeiting. The Treasury worked closely on the project with the Federal Reserve 

System, which, as the central bank of the United States, is responsible for issuing 

U.S. currency.

There will be no recall or invalidation of the pre-1996 notes, nor will there 

be any deadline for exchanging pre-1996 notes. All genuine U.S. currency notes, 

whenever issued and however old, will continue to be "legal tender" in the United 

States, will continue to be accepted at full face value in deposits at Federal Reserve 

Banks and should, therefore, continue to be accepted in deposits at commercial banks 

that are depositors at Federal Reserve Banks either directly or through a correspondent 

bank.
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The principal purpose of changing the design is to preserve the public's 

confidence in U.S. currency notes by making them more difficult to counterfeit and 

giving users of U.S. currency a better opportunity to verify genuine notes. The design 

change is not a reaction to any specific counterfeiting problem. It is intended to 

provide a means of dealing with a rapidly developing technological threat which, if we 

were not to act, would surely become more serious in the future.

I hardly need point out to this audience the seriousness with which 

governments must view the threat of counterfeiting. If counterfeiting were to take 

place in very large volumes, it might undermine public confidence in the genuine 

currency and might, in extreme circumstances, also threaten the nation’s economic 

stability.

The United States has had the benefit of a vigorous, and highly effective, 

enforcement of counterfeiting laws by the Secret Service, which is an arm of the U.S. 

Treasury. We have also had a largely effective banknote design, particularly with the 

addition in 1991 of two additional security features aimed at reducing the threat of 

color-copier counterfeiting. Thanks to good law enforcement and a good design, the 

current level of banknote counterfeiting activity in the United States is on the order 

of $25 million per year passed on the public, or only about 10 cents per capita. This 

amount is significantly less, incidentally, than the losses to the U.S. public arising from 

other types of financial crime, such as check and credit card fraud.

Our monitoring of counterfeiting activity in locations outside the 

United States suggests that, wherever U.S. banknotes are widely used by a nation's 

citizens, the bank cashiers, currency exchange employees, and retail-store employees
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are watchful for, and trained in detecting, counterfeit U.S. currency; that the law  

enforcement agencies are conscientiously enforcing their anti-counterfeiting laws; and 

that, as a result, the successful passing of counterfeit U.S. banknotes in those 

countries is not significantly higher than it is in the United States in relation to the 

quantity of U.S. banknotes in circulation.

Nevertheless, the security features of the current design are not adequate 

to deal with the counterfeiting threat of the future, which seems likely to be 

dominated by rapidly improving reprographic technologies, especially computer-based 

scanners, printers, and copiers, which will be available to large numbers of people and 

that will require little operator skill. We are also concerned about increasingly 

sophisticated counterfeiting of U.S. banknotes by dedicated criminals, and by a greater 

proportion of this activity taking place outside the United States. Accordingly, the 

Federal Reserve has strongiy supported the Treasury Department's efforts to 

incorporate additional security features into our banknotes now, in order to be 

prepared better for the threats of the future.

The new notes will be the same size and color as the present notes, will 

contain portraits of the same historically prominent individuals, and will be easily 

recognized as U.S. currency. The new notes will contain more security features, 

however, in the paper, ink, and design and will therefore clearly represent an 

improvement on the present notes in terms of counterfeit deterrence. The United 

States will issue only one type of each denomination on a worldwide basis. A final 

design has not been approved yet, but the "concept" design has several new features



that are being tested for feasibility and that we expect to be able to incorporate into 

the new notes. These include:

• a security thread similar to that contained in our present series-1990 and 

series-1993 notes, but with encoding for easier machine handling and 

denomination-specific locations for easier authentication by the public;

•  a watermark image of the individual portrayed on the note, together with

• a larger, more detailed portrait moved slightly to the left, in order to give 

prominence to the watermark and to make the portrait-and-watermark 

combination a highly effective authentication feature for the public;

•  variable-color ink, whose color would shift with the angle of viewing, also to 

enhance the public’s ability to distinguish between genuine and counterfeit 

notes; and

• infra-red fibers and new magnetic patterns for improved mechanical verification.

We plan to begin issuing the new-design notes, which will be designated 

"series-1996," in 1996. The first new-design note will be the $100. Lower 

denominations will follow, in descending order, at intervals of about nine to twelve 

months. That is, new $50 notes will be introduced in 1997, and so forth.

For replacing U.S. banknotes within the United States, the Federal 

Reserve will follow basically the approach that we are using in issuing the notes 

printed since 1990 (designated as series 1990 and series 1993). The Federal Reserve 

Banks place into circulation $100 and $50 notes of only the 1990  or 1993 series; all 

pre-1990 $100s and $50s deposited at Federal Reserve Banks are withdrawn from 

circulation regardless of their condition. Reserve Banks retire pre-1990 $20, $10, and
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$5 notes on a business-as-usual basis—that is, as they are judged to be too worn or 

soiled for further circulation.

We do expect, however, that many holders of U.S. banknotes outside the 

United States will, for a variety of reasons, want to exchange their holdings for notes 

of the new design more promptly than that procedure might comfortably 

accommodate. We intend to be prepared to meet a large and early demand. The 

Federal Reserve's objective is that the exchange of current-design U.S. banknotes for 

new-design notes should be convenient and inexpensive for holders throughout the 

world.

The Federal Reserve has never imposed, and wili not impose, any 

exchange fee on exchanges of old-design notes for new-design notes. Moreover, we 

will make an ample supply of the new-design notes available for the citizens and 

business enterprises of all countries in which U.S. banknotes are widely held or used, 

through the numerous major correspondent banks that serve the established 

commercial banks and currency exchange points in those countries. By ensuring an 

ample supply of new-design notes through the correspondent banks that are active in 

the purchase and sale of U.S. banknotes and by relying on the presence of a large 

number of commercial banks and currency exchange points, we intend to enable 

citizens and business enterprises of most countries easily to exchange old-design 

U.S. banknotes for the new-design notes.

Nevertheless, there may be merchants or financial institutions that will 

try to take advantage of people's anxiety about their currency holdings by charging 

unduly high fees for accepting or exchanging current-design U.S. banknotes. The
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Federal Reserve will urge holders of U.S. currency notes, when the new notes become 

available, not to panic, to be patient, and to shop carefully. In most parts of the world 

there will be a competitive structure of banks and exchange points, together with an 

ample supply of new-design notes to the correspondent banks that serve them, which 

should ensure that holders will find reasonable terms for exchanging their notes.

So that the Federal Reserve's objective regarding a convenient and 

inexpensive exchange of banknotes not be misunderstood, I must emphasize that the 

United States government does not, either in general or specifically in connection with 

issuing the new notes in 1996, encourage the use of its banknotes in other nations. 

But as long as U.S. currency notes are used to a significant extent throughout the 

world, the United States will take steps to protect holders and users against 

counterfeiting and to provide an adequate and conveniently available supply of notes.


