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President Jackson Ordered That All Money Be Moved Out Of The National Bank
And Placed In various state-chartered banks, a decisive action that significantly impacted
the American banking system and the economy of the 1830s. This bold move, often
referred to as the "Bank War," was a pivotal episode in U.S. history, reflecting President
Andrew Jackson’s fierce opposition to the Second Bank of the United States.
Understanding the context, motivations, and consequences of this decision provides
valuable insight into the political and economic landscape of the era.

Background: The Second Bank of the United
States

The Role and Structure of the National Bank
The Second Bank of the United States was established in 1816 to serve as a central fiscal
agent, regulate currency, and stabilize the economy. It was a privately owned institution
with a government shareholding, holding a 20-year charter that was set to expire in 1836.
The bank's operations included:

Issuing national banknotes backed by specie (gold and silver)

Regulating state-chartered banks

Controlling credit and money supply

Providing a stable national currency

Controversies Surrounding the Bank
The Second Bank of the United States faced opposition from various sectors, notably:

State banks and local financiers who viewed the bank as a monopoly

Western and Southern farmers and businessmen who believed the bank favored
wealthy eastern interests



Political figures, especially Andrew Jackson, who saw the bank as a symbol of elitism
and corruption

Andrew Jackson’s Opposition to the National
Bank

Political Ideology and Personal Beliefs
President Andrew Jackson, a champion of the common man, considered the bank to be
unconstitutional and an instrument of entrenched financial aristocracy. His beliefs
included:

Distrust of centralized financial power

Preference for decentralized banking systems

Commitment to reducing federal influence over the economy

Legal and Political Battles
Jackson's opposition culminated in a series of confrontations, including:

Vetoing the recharter bill for the bank in 1832, framing it as a threat to democracy

Mobilizing public opinion against the bank through rhetoric and political
campaigning

Challenging the bank’s constitutionality, despite the Supreme Court’s ruling in
McCulloch v. Maryland affirming its constitutionality

The Moving of Federal Funds: The "Bank War" in
Action



Specie Circular and Its Role
In 1836, Jackson issued the Specie Circular, requiring payment for government land to be
in gold or silver, which aimed to curb land speculation and curb banknotes not backed by
specie. While related, this policy also influenced the financial landscape leading up to the
removal of funds from the bank.

Order to Remove Federal Deposits
The decisive step came in 1833 when Jackson ordered his Secretary of the Treasury, Louis
McLane, to remove all federal deposits from the Second Bank of the United States. Key
details include:

Jackson believed the bank was unconstitutional and too powerful

The goal was to weaken the bank’s influence and promote the growth of state banks
("pet banks")

This move was unprecedented, as it challenged the existing financial order

Implementation and Political Resistance
Jackson’s order faced resistance from bank officials and allies of the bank. To circumvent
opposition:

Jackson replaced McLane with Roger B. Taney, who carried out the removal of
federal funds

Taney transferred the deposits to various state banks, often called "pet banks"

Some members of Congress and financial leaders opposed the move, leading to
political debates about the constitutionality and impact of removing federal funds

Consequences of Moving the Money

Impact on the Banking System
The transfer of federal deposits to state banks led to significant changes:

Growth of numerous state banks, many of which issued unregulated banknotes



Increased risk of bank failures due to less oversight

Expansion of credit but also increased speculation and economic instability

Economic Effects and the Panic of 1837
The consequences of Jackson’s banking policies contributed to the economic downturn
known as the Panic of 1837. Key factors include:

Overextension of credit by pet banks

Collapse of many banks due to risky practices

Sharp decline in land and commodity prices

Widespread unemployment and economic hardship

Political and Historical Legacy
Jackson’s decision to move federal funds out of the National Bank remains a defining
moment in American history. It underscored themes such as:

The struggle between centralized and decentralized economic power

The influence of populist politics on economic policy

The eventual demise of the Second Bank of the United States in 1836 when its
charter expired

Conclusion: The Lasting Impact of Jackson’s
Action
President Jackson ordered that all money be moved out of the National Bank and placed in
state banks as part of his broader vision to promote democratic control over the economy.
While this move was championed as a victory for the common man, it also led to
significant economic instability and set the stage for future banking reforms. The episode
exemplifies the complex interplay between political ideology, economic policy, and
financial stability—a legacy that continues to influence American banking to this day.



Additional Resources for Understanding Jackson’s
Banking Policies
- Historical accounts of the Bank War and Jackson’s presidency
- Analyses of the economic impact of removing federal deposits
- Biographies of Andrew Jackson and key figures involved in the banking controversy
- Studies on the development and regulation of the American banking system

Understanding the details behind President Jackson Ordered That All Money Be
Moved Out Of The National Bank And Placed In is crucial for grasping the evolution
of U.S. financial policy and the enduring debate over government control of banking
institutions.

Frequently Asked Questions

What was President Jackson's main reason for ordering
all money to be moved out of the National Bank?
President Jackson believed that the National Bank was too powerful and favored the
wealthy; he aimed to reduce its influence and shift federal funds to state banks.

Where did President Jackson order the federal funds to
be moved after leaving the National Bank?
He ordered the funds to be placed in various state banks, often referred to as 'pet banks.'

What was the impact of President Jackson's decision on
the U.S. economy?
The move contributed to economic instability, leading to the Panic of 1837, a severe
economic depression.

How did Jackson's decision to move money out of the
National Bank affect the power of the Bank of the
United States?
It effectively dismantled the Second Bank of the United States, reducing its influence and
ending its national charter.

Was the action to move the money out of the National
Bank constitutional?
Jackson argued it was within his presidential powers, though it was controversial and
faced opposition from Congress and bank supporters.



What role did Secretary of the Treasury William J.
Duane play in the money transfer decision?
Initially, Duane refused to execute Jackson's order, leading Jackson to replace him with
Roger B. Taney, who then carried out the transfer.

How did the move to shift funds influence the
relationship between the federal government and
banks?
It increased tensions, as it signaled a shift toward more state-controlled banking and
reduced federal influence over the banking system.

What was the long-term effect of Jackson's banking
policies on the American financial system?
His policies contributed to the rise of state banks and set the stage for future financial
instability, including the Panic of 1837.

Is the phrase 'President Jackson ordered that all money
be moved out of the National Bank and placed in...'
associated with any specific institutions today?
It is historically associated with the shift to state banks or 'pet banks,' which played a
significant role in American banking history.

Additional Resources
President Jackson Ordered That All Money Be Moved Out Of The National Bank And
Placed In various state-chartered banks, a decisive action that marked a pivotal moment in
American economic history. This decision, often referred to as the "Bank War," reflected
President Andrew Jackson's vigorous opposition to the Second Bank of the United States.
It had profound implications not only for the banking system but also for the broader
trajectory of American politics and economy. In this comprehensive review, we will
explore the context, motivations, consequences, and historical significance of this
momentous decision, providing nuanced insights into one of the most contentious episodes
of Jacksonian America.

---

Historical Context of the Bank War



The Role of the Second Bank of the United States
The Second Bank of the United States was established in 1816 as a central institution
designed to stabilize the economy, regulate currency, and manage government deposits.
Modeled after European banking institutions, it served as a powerful financial agent that
fostered economic growth during the early 19th century.

Features of the Second Bank:
- Centralized Control: Managed national currency and credit.
- Government Deposits: Held federal government funds.
- Regulatory Authority: Oversaw state banks and credit practices.

Pros:
- Promoted economic stability during post-War of 1812 growth.
- Provided a uniform national currency.
- Reduced the chaos of numerous state banks issuing inconsistent notes.

Cons:
- Seen as too powerful and monopolistic by opponents.
- Accused of favoring elites and powerful financial interests.
- Resisted expansion of credit, perceived as constraining growth.

Economic and Political Climate Leading Up to Jackson’s
Decision
By the 1820s and early 1830s, tensions over the Bank's role intensified. Jackson’s
presidency (1829–1837) was marked by populist themes, skepticism of centralized
financial power, and a desire to democratize economic influence. The Bank became a
symbol of elite control, and its policies were viewed as benefiting wealthy merchants and
financiers while limiting opportunities for common citizens.

The political landscape was also shifting:
- The rise of the Democratic Party, with Jackson as a leader, championed states’ rights and
economic decentralization.
- The Whigs and other opponents criticized Jackson’s stance as reckless and dangerous to
economic stability.

---

Jackson’s Opposition to the Bank

Core Reasons for Jackson’s Opposition
President Jackson regarded the Second Bank as unconstitutional, undemocratic, and
overly powerful. His opposition was rooted in:
- Concerns over Concentration of Power: Belief that the Bank wielded too much influence
over the economy and politics.



- Distrust of Financial Elites: Perception that the Bank favored wealthy interests over
common citizens.
- States’ Rights Doctrine: Preference for local control over national institutions.

Political Strategy and Populist Rhetoric
Jackson’s rhetoric framed the Bank as a monopolistic institution, threatening the
sovereignty of the people:
- He famously called the Bank “a hydra in the midst of the republic.”
- His opposition was popular among farmers, small businessmen, and laborers who felt
marginalized by the Bank’s policies.

---

The Decision to Move All Federal Funds Out of
the National Bank

The Executive Action
In 1833, Jackson decided to take decisive action:
- Order: He instructed the Secretary of the Treasury to remove federal deposits from the
Second Bank.
- Implementation: The funds were to be redistributed to various state-chartered banks,
termed "pet banks" by critics.

Motivations Behind the Move
Jackson’s decision was driven by:
- His belief that the Bank was unconstitutional and dangerous.
- A desire to shift federal funds to state banks to promote “hard money” policies.
- A strategic move to weaken the Bank’s influence and power.

Impacts of the Transfer
The immediate effect was a significant reduction in the Bank’s financial resources and
influence. The move also:
- Escalated political tensions between Jackson supporters and opponents.
- Contributed to subsequent economic instability, including the Panic of 1837.

---



Features and Consequences of Moving the Funds

Features of the Transfer
- Massive Fund Displacement: Hundreds of thousands of dollars were moved from the
Bank to state banks.
- Creation of "Pet Banks": Many state-chartered banks received the deposits, leading to a
proliferation of local banks.

Pros:
- Decentralized banking system, aligned with Jackson’s philosophy.
- Reduced the influence of a central bank perceived as elitist.

Cons:
- Lack of regulation in state banks led to risky lending practices.
- Fragmentation of the banking system increased instability.

Economic and Political Consequences
- Short-term Stability: Jackson’s supporters claimed the move democratized banking.
- Long-term Instability: The absence of a central regulatory authority contributed to
speculative bubbles and the Panic of 1837.
- Political Fallout: The decision intensified partisan divides, with Whigs criticizing
Jackson’s policies.

Historical Debate on the Move
Historians have debated the wisdom and impact of Jackson’s decision:
- Supporters argue it was a necessary assertion of presidential authority and a stand
against elite financial power.
- Critics contend that it destabilized the economy and set a dangerous precedent for
executive overreach.

---

Legacy and Significance

Impact on American Banking and Economy
The move marked a shift towards a more decentralized banking system, but also
underscored the vulnerabilities of a fragmented financial landscape.

Key Outcomes:
- The decline and eventual demise of the Second Bank.



- Increased reliance on state banks, which lacked uniform regulation.
- Contributing factors to the economic downturn of the late 1830s.

Constitutional and Political Lessons
Jackson’s actions raised important questions about:
- The limits of presidential power in economic policy.
- The role of central banking in safeguarding economic stability.
- The balance between federal authority and states’ rights.

Repercussions in Future Banking Policy
The absence of a central bank persisted until the creation of the Federal Reserve System
in 1913. Jackson’s Bank War influenced debates on monetary policy and presidential
authority for decades.

---

Conclusion
The decision of President Jackson to move federal funds out of the Second Bank of the
United States was a bold, controversial act that reflected his populist ideals and distrust of
centralized financial power. While it resonated with many Americans who viewed the Bank
as an emblem of elite control, it also precipitated economic instability and set a precedent
for executive intervention in banking affairs. The move remains a defining episode in the
evolution of American financial policy, illustrating the enduring tension between
centralized authority and decentralized power—a debate that continues to shape U.S.
economic and political discourse today.

In sum, Jackson’s order to shift federal funds was more than a simple monetary policy
move; it was a statement of principles, a catalyst for economic change, and a reflection of
the tumultuous and dynamic nature of American democracy in the 19th century.
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