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The Civil War and the Nationalization of the Monetary System

Confederate five-cent bill, issued by the State of North
Carolina, 1863. Image from the North Carolina Historic
Sites.  [4]By 1860 there were 36 banks [5] in North Carolina, issuing
many millions of dollars in bank notes. Nearly all of the currency by the 1850s was being printed for the banks by
engraving firms in New York and Philadelphia. These currencies were far more elaborate in design than earlier varieties.
Their detailed images and overlays of color challenged even the most skillful counterfeiters [6].

North Carolina joined the Confederacy in 1861, and the Confederate Constitution, like its federal counterpart, reserved the
coining of money for the South's central government. It did not, however, specifically restrict the states from producing
money in other forms. Since the Confederacy's national government lacked adequate metal reserves to produce coinage,
it was forced to rely on paper currency to finance the war against the North. Authorities in each of the Confederate states
also printed their own notes. As a result, the South's overall monetary system included a wide assortment of paper
currencies.

Between 1861 and 1865, North Carolina authorized the printing of over $16 million in treasury notes. This amount was 

A Confederate ten dollar bill, 1864, showing a portrait of R.
M. T. Hunter, Confederate Secretary of State. Image from
the North Carolina Historic Sites.  [7]small when compared to the monstrous sums issued by the
Confederate government, but for North Carolina it proved to be too much. The strains of war made it impossible for the
state's currency to hold its value. In the closing months of the Civil War, runaway inflation and the advancing Union armies
led to the frantic production and distribution of southern currency. Clothing [8]and basic foodstuffs by then were
commanding huge prices, and gold [9] or other personal valuables, not paper money, were required to buy them. By early
1865, a North Carolinian needed as much as $600 to buy a pair of shoes and $1,500 to purchase an overcoat.

The federal financing of the Civil War led to the nationalization of all U.S. currency. In 1863 the United States began
issuing national bank notes. These notes were printed by the authority of the federal government, but they were issued
through private banks in the North and, after the war, throughout the entire country. Thousands of private banks were
eventually granted national banking charters and were allowed to issue bank notes. In 1865, soon after the fall of the
Confederacy, the National Bank of Charlotte became the first of 147 banks in North Carolina that received such a charter.
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Since 1887 all U.S. paper currency has been made by the Bureau of Engraving and Printing [10] in Washington, D.C. In an
effort to further centralize the nation's monetary system, the U.S. government in 1913 established the Federal Reserve
System [11]. This system continues to be the means by which the flow of U.S. currency is controlled, credit is regulated,
and cash is introduced into the economy. The paper currencies now used in the United States are Federal Reserve notes.
North Carolina is located in the Fifth Federal Reserve District, an area served financially by the Federal Reserve Bank in
Richmond, Va. [12]
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