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"BRANCH BANKING BEFORE THE CIVJIL WAR"

Address to be Delivered by Edmund Platt, Vice Governor of

the Federsl Reserve Board, Before the Nationsl Bank Section,

Wew York State Bankers Association st Ithacs, New York,
June 22, 1925.
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Branch banking has sometimes been called un-Americen, ana it is of
course true that in every other commercial nation, including Canada and
Australia; branch bonking is the rule while in the Uhited States it is the
SXception. 1t may be intcresting to take a look into the histery of the
early days of banking in the United States to see whether this has always
been trye, Apart from the two United States banks which were each in ex-
lstence for 20 years, and the second of which went ocut of existence as a
Mational inatitution in 1836, banking before tho Civil Ver was carried on by
State banks ang by a few private banks. Iists of incorporated benks were
Published from time to timo, and one neods cnly to glence at them to see
thet in somg sections of the ccuntry, particularly in the Test and South -
8¢tions which have always prided themselves on their Americanism - branch
anking wag very mich in evidence, was in soveral the states tho rule, rather
than the excaption.

The Bankors! lbgazine for February 1G4S has a list of wBmls of the
United Statest rrom which we find that in Ohic out of 48 banks, 29 were
brancheg 0f the Ohio State Bank. Indiana lists 17 branches of the State
Bink of Indisna end no independent banks, Misscuri had one benk and § branches,
Kentueky 3 bonis ang 13 branches, Temessse 3 banks and 17 branches,

Virginia 6 banis and 30 branches, North Carolina Y bsnks and 14 branchss,
South Carilina 12 benks ond 2 branches, Georgia 13 banks and 7 branches,
elaware 5 banks and 3 branches and Alabama 2 banks and 4 braches.

Ilinois, Iows, Mississippi, Florids and Arkonsos came under a special
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heading as "Status and Torritcries without Banks", while Wisconsin had one
bank ang Michigen four. It may therefzre be said that sc far as banking had

develeped in the West brench banking was the rulo, and was general also
n the Scuth., No branches were listed in tho eastern siates, excepting twe
10 the Stats of Now York - The Bank c¢f Utleca is listsd as kaving a branch
at Cenanda.igua, 2nd the gntaric Bank ¢f Canandaigua had a2 branch in Utica.
™ e were twe branches in lbryland - branches of an Amnapclis bank,~and ap-
Pear t¢ have baon two in Now Jersey, though they are net listed as brenches.

The list of banks of the United States in Juns 1860, published in tae

ers Maogazine of that year makes o similar shewing, though Iliincis ap-
Poars witq 75 banks (only cue of which was in Chicagce), Iowa with 13, all of

Were branches of the State Bank «fIowa, and not cnly Mississippi, and
Floridﬂ: tut Kansas, Nebrasks ond Minnescta come on the scene with a few banks
‘Ssoury g this time had 42 banks, of which 33 were classed ss brenches,

New Ycrktg tw. tranch benks shovn in the 1848 list hagd disapperred in

?ooud o .n fact the Legislature of New York had on Moril 12, 1848, passed

endment tc¢ the Freo Bonking Act which haa been gencrally regarded as
Prehivass branch bonking. Pennsylvenis had passed a similar emendment in
1850 ang legislation against branch Lanking had vesn passed atabout ths same
time in liessachusotts and in Connocticut.

Ons thin~ that nas puzzled me cmsideradbly is tho question - Vhy did
these eastern statos prohibit bragch banking? tUhat motives prompted the
Pmendmen .7 Dr. Devis R. Duviey in his vState Bonking Befere the Civil War®

makes the statement that the New York smendzent cf 18Y48 was "duo to

3 fegy that banms in large cities might rcnopolize the profits of note issue

rganizing branches in smell inaccessible tcvms ond thus threw cbstacles

XERO
COPY



-3- X-4359
In the Way cf oasy redempticn of bills"™, Lut the evidence he gives in a
foot-note Suppcrts a very different View - that cocuntry bLanks, sometimes
Orgsnized in small inaccessitle towns, issued their nctes ani transacted such
other Vusiness as como 1n thelr way through brenches or sgents in the im-
Portant Cities, evading redemption c¢f thoir notes in .the cities vy referring
hclders ¢ tne remcte towns where the sc-called principal offices were lccated,
. New York
word "Lbranch" Jces not appeor in the/ smendment, which provides that
all benking assccintions or individusl Lankers, crganized under the pro-
Visions of the act passed April 18, 1838 * * * ghall Lz Lanks of discount =-nd
POsit as woll as of circulation and tho usual business of banking of said
a 3 s Y
SSociations or individusl banker shall be transacted at the place where such
banking association, or individual banker shall be located." Millard Fillmcre
Was at thag time Comptroller c¢f the State ¢f New Ycrk and in a circular
dated vy 2, 1848, onncuncing that the amendment was now the law and would
enforced, says:
"A practice had grown up under the genaersl banking law, of establish-
ng banks in obscure places, in remote parts of the stnte vinere little
Or no btusiness was done, with a view of obtaining a circulation merely,
v wving no other business. This circulation was then redesmed in Now
Vo oy Albany by tho agents of the bank, at one-half ¢Ff cne per ceat.
and again put in circulation without being roturncd to the bank,
ereby cnabling the bonk to rodeem its own poper at a disccunt, and the
&32in put in circulation in the same place where it was redeemesd. The

JeCcs of the present law appears to be t0 break up that practice, and
to engurg obedience to its requirements, the legislature have enacted that

“

President and cashier shall in overy report made to this office, state
their business has been transscted at the placo required by that act,
and that such report shall be verified by their oaths™,  Bankers!'
Magezine, Juna 1848, Vol. 2, pago 744,
This explains the amendment, and shews that it was directed not against
gomuine bronch banking, but agoinst wild cat circulaticea benking., The amond-
®nt requireq that every bank organized under the general benking law must be

a bank of Siscomnt and deposit as well as of circulation®, and that its ucual

Uslness - j4q loans as well as i1ts note issues - mist be mado in the place
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Specifiad in its certificate.

I have not been sble to find the slightest-cvidence that the large well-

Stablisheg banks in New York City had ever attompted to"organize brenches in

¢essible tovms", as Dr. Dewey implies, md I thaink it is reascnably

98T that the city benks not caly did not cppose the amendment, but were in

favoy of 1¢, Certainly there was no agltaticn of the subject of branch banking

oefore thg Passage of the amendment, such as would. surely have been the case if it

had beep Passed at the instance of the country banke, or through fear of the
NOPolization of note issues by city banks. It is difficult to find any refer-
ence to tyo amendment in any of the publications of the day. baic
It shoulq furthermore be noted that this so-called anti-brmch/a;endment
-plieq only to the "free banks" snd net to the Safety Fund Banks, of which there
Were about g in operation at that time, including seversl large city banks. An
dm.nt to ths Safoty Fund Act, passed on the same date as the sc-callaed anti-
amendment 4o the Free Banking Act, exprossly mentions branches. "But in

al Neon -~ ’ oo
le Where a bank has a branch located at another placev. The fact that

th
€ Tigh* of Safety Fund Banks to operate branches was confirmed at the szme
ti .
e fres banlks were prohibited from transacting their ususl busizness in any
ACe thon that named in their certificate is direct evidence that there
Wag

OPPOSItion of consequence to branch banking, and no fear of banking

Jout
Onopoly through branches.

ranch banking neverthelass scarcely existed in New York in 1848, and it

dog
S not 3PPoar from tho lists published that w:y of the Safety Fund banks had

br
anchgg at that vime. The lists are doubtless not complete and are not coen-

Clusj :
ive oVidence ag to the existence of branches. Thore had baen some branch

bay :
’Tking in oy York State at an earlier date, mostly by country bankse. Not nuch
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inf"‘rmatlﬁn 1s ¢biainable about it from banking histories, tut I kmow that the
Middle Miggrict Dnk. ene of thi early banks in Ponghkeeprie, hed a branch in
» 8na threugh leecal higtories scme references can be cbtained to branches
other country banks. Thase were apparently found unprofitable and were nearly
211 given yup leng bofore ixk3.
¥ one bank in Now Yol Ciny ever had a branch outside the ci ty, so far as
Can fing out, and that was the Bank of the Manhatton Company, which in 1811 had
Tsnch an Poughkecpsie and one in Utica. There appears to be no record as %o
Just when these branches were given up,but it was slmost certainly long before
and before the Menhattan Bank became a Safety Fund Bank.
Banklng eXcept in the largest cities %as in the early days mostly note issue
8, ona tne efforts of the legislatures were directed towerds the enactment
of laws tq Secure the redemption of notes. Every imaginable oxpedient was tried
Somewhere in thq United States. The State of New York, out of the turmoil, pro-
duced tyo laws which were destined to be widely ccpied - one of them in the

[

Nationay Panking Act. Tness were of course the Safety Fund Act of 1823 and the
Called Preq Banking Act of 1838. Certain of the Western snd Scuthern States
developeg ®qually sound and perhops rather better systems through branch banking.

The offort was 4o produce systems which would make the note issues sound, and
the noteg of the Bank of Indiana, of which Hugh McCulloch was the President,

Yiere ag Sound as those of any of the big banks of New York City. The same was
$TUe 0f the Bamy o Ohio.

Comtain elements of sound banking seem to have been recognized in such
SVstems Wnich were lost sight of when all the State banks were reorgsnized. as

onks with notes secured by United States bonds. The feeling was that

eSsentin] tonking problems had been solved when a uniform and sound system of
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