










anxious waiting many fainted or became ill 
from lack of air and from excessive physical 
strain. This is said to have been one of the 
largest land sales in the general area of Du­
luth, Within three years, the panic of 1893 
had so weakened financial positions that 
many who had purchased land on a deferred 
payment basis were unable to meet their 
obligations, and sales were discontinued. ̂ ^ 

It is impossible to know precisely what 
impact this speculation had on commercial 
banks. Only one new bank came into being 
as a result of the boom — the New Duluth 
National Bank, estabhshed on June 9, 1892. 
The firm probably was organized to serve 
the financial needs of what was expected 
soon to be an industrial metropolis, rather 
than as an adjunct to land financing. The 
meager information available concerning the 
bank indicates that it continued to operate 
until about 1905, although it was reorgan­
ized as a state bank about 1896, ̂ ^ 

FOR DULUTH BANKS, which were con­
cerned largely with ordinary banking opera­
tions, real estate, and the financing of grain 
movements in the 1880s, another major 
source of business was added with the dis­
covery of iron ore on the Mesabi Range in 
the early 1890s, The new decade was char­
acterized by feverish exploration and the 
acquisition of iron ore lands—activities 
that were soon reflected to some extent in 
the city's banking structure. Commercial 
banks were called upon to make advances 
to newly formed mining companies and to 
finance mercantile establishments which 
supplied prospecting and mining equip­
ment. Only one new bank, however, emerged 
as a direct result of iron ore operations — 
the Iron Exchange Bank, established on 
May 16, 1892, by the famous Merritt broth­
ers in connection with their development of 
the Mesabi Range. Although the name sug­
gests that the bank might have been con­
cerned only with iron ore, it conducted a 
general banking business from quarters in 
the Chamber of Commerce Building. Well 
patronized by Duluthians, it held deposits 

totaling nearly five hundred thousand dol­
lars in May, 1893, and it played a major role 
in handling the extraordinarily large sums 
of money needed for the construction of the 
Duluth, Missabe, and Northern Railroad. 
The story of this project and of the Merritts' 
place in the development of the Mesabi 
Range is too extensive to be summarized 
here. The brothers' subsequent financial dif­
ficulties were reflected, however, in the for­
tunes of the bank, and it was forced to close 
on September 21, 1895. Losses to depositors 
were paid by the Merritts personally,^" 

The Commercial Bank of Duluth, the New 
Duluth National Bank, and the Merchants 
Bank of West Duluth also were established 
in the early 1890s. Of these, the first two 
survived the depression of 1893, but both 
required reorganization. A bank begun in 
1887 by M. S. Stewart changed to Stewart 
and Britts in 1888 and become the St. Louis 
County Bank in 1891. Three new banks were 
established in the closing years of the cen­
tury by H. E. Smith. The first, which was 
organized in 1895, was known by his name. 
He also estabhshed the West Duluth Bank 
in September, 1896, and the Merchants 
Bank of Duluth in February, 1898. While 
these firms continued to operate for several 
years, all three closed before 1910.̂ '̂  

It is ironic indeed that the decade from 
1890 to 1900, which was economically so 
important to Duluth because of the discov­
ery of iron ore on the Mesabi, was also the 
decade during which the pioneering com­
mercial banks were almost completely swept 
away. The nationwide depression of 1893, 
like that of 1873, created conditions which 
most banks simply could not withstand. Of 
twelve commercial banks operating in Du­
luth in 1893, seven were forced to close, and 

^'Van Brunt, Duluth and St. Louis County, 
1:279-281. 

'"City Directory, 1890-1905; First American 
National Bank Scrapbooks. 

"" Letter of Hansen Evesmith, May 19, 1925, in 
St. Louis County Historical Society's "Banking 
File." 

'^City Directory, 1890-1910; First American 
National Bank Scrapbooks. 
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of the five remaining, three went through 
reorganizations of one kind or another. The 
two which did weather the storm of 1893 
and subsequent years were the First Nation­
al and the American Exchange, and they 
survived only with the utmost difficulty by 
drawing heavily upon their capital re­
sources. Ensconced in their relatively new 
buildings and facing each other across Supe­
rior Street at Third Avenue West, these two 
fought the storm of 1893-95 as giants might. 
Like other commercial banks, they were 
obliged to pay all maturing claims against 
them promptly in cash, in order to remain 
solvent, though to obtain cash in any amount 
during a monetary panic is a major accom­
plishment. The American Exchange sought 
currency in Chicago and in at least one case 
from a correspondent, the Bank of Montreal. 
Since the discount rate on such transactions 
rose at times to as high as twelve and a half 
per cent, both banks lost heavily. Thus sur­
vival was nearly a Pyrrhic victory, their 
capital structure being greatly reduced. As 
business and financial activities returned to 
normal, however, time healed the economic 
wounds inflicted by the depression.^^ 

'"City Directory, 1890-1900; interview with 
Mr. B. Murray Peyton, a retired Duluth banker of 
long experience, April, 1960. 

THE PICTURES on pages 123 and 125 were fur­
nished by the St. Louis County Historical Society. 
The view of Superior Street on page 119 is from 
the collection of the Minnesota Historical Society. 

The pioneer banking period closed in Du­
luth about 1900. Approximately thirty-six 
banks had been chartered there earher, al­
though some of these were the result of 
mergers and thus perhaps might not be con­
sidered separate institutions. Viewed in the 
perspective of nineteenth-century banking 
history, this number does not appear overly 
large, and Duluth's experience does not dif­
fer greatly from that of other communities 
of similar size. Pioneer banking in Duluth 
was a hectic, exciting, and diflBcult business. 
During most of the period there existed a 
warm air of expectancy, bearing the promise 
of great fortunes to lure investors. At the 
same time, industry became established on 
a firm and diversified footing and the real 
growth of the city took place concretely and 
unobtrusively in spite of national depres­
sions and monetary panics. Early banking in 
Duluth was marked by the optimism so 
natural and buoyant in progressing from a 
frontier settlement to an established com­
munity. Many of the difficulties faced by 
commercial banks can be traced to imper­
fections in the national currency and credit 
system within which these financial institu­
tions necessarily operated. The panics of 
1873 and 1893 were so severe that they near­
ly carried away the city's banking structure. 
Yet, following each catastrophe, banking 
revived, meeting the new needs of the com­
munity and building stronger foundations 
that would withstand the test of time. 
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