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ABSTRACT

In this paper we propose and test a new explanation of bank behavior during the Free Banking Era, 1837–
1863.  Arguing against the conventional view that free bank failures were due to wildcat banking, we
claim they were caused by falling asset prices.  Confronting both explanations with our new and detailed
data set developed from state auditor reports, we find that the falling asset price explanation of free bank
failures explains far more failures than does the wildcatting hypothesis.

*The views expressed herein are those of the authors and not necessarily those of the Federal Reserve Bank of Min-
neapolis or the Federal Reserve System.




























































































