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PREFACLEL.

Tue “ History of Banking in America” was not
written for Americans, nor for persons well acquainted
with American Banking, but for those who know but
little about it, and who have not time to read lengthy
publications on the subject. To give an outline of

T T the progress of Banking in America—to point out
- the principal features in which it differs from English
Banking—to present a summary of the condition of

the Banks in the respective States—and to notice the

opinions with reference to Banking of some of the

leading men in America, is all that has been attempted

in this portion of the work.

The inquiry how far the Banking Institutions of
America are adapted to this country, will point out
more forcibly to the general rcader the difference
between the two systems of Baunking ; while it will
suggest some matters for consideration to those who
feel an interest in the improvement of our Banking
Institutions.



iv PREFACE.

Here this work was intended to close, but the
publication of Mr. Horsley Palmer’s Pamphlet upon
the “ Causes and Consequences of the Pressure on
the Money Market,” and the discussions it occasioned,
induced me to write two additional Sections. My
chief object in doing this has been to repel the charges
brought against the Joint Stock Banks. In noticing
the other causes to which the recent pressure has been
assigned, I have contented myself with transcribing

the sentiments of other writers.

As the publication of Mr. Horsley Palmer has been
“ looked upon as a sort of official document, embody-
ing the views and opinions of the directors generally,”
it may be proper to inform the reader, that the work
now before him conveys only the individual opinions

of the author.

J.W.G.

38, TurocMoriON STRELT,
May 1, 1837.
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1. Tue Hisrory anp PrincirLes or Bankine.

Third Edition.

“ A work lik.ely to be extensively useful at this period has just
appeared, entitled, ¢ The History and Principles of Banking.” By
James William Gilbart. The author's object has not been to ad-
vance any new theories of his own, but to make the reader acquainted
with the facts and principles of the question, as deduced from the
existing practice. In this, his long experience must make him a very
competent guide. The numerous claims on our crowded columns
prevent our giving a full notice of the work: the rccommendation of
which may be summed up in his own phrase—that it is a * Grammar
of banking.”— Times, Feb. 20, 1834.

“ This work may be advantageously comsulted for a practical
knowledge of banking in all shapes from the Bank of England down
to loan banks, and the new law to facilitate the purchase of small
annuities. It should also be added, that a variety of tables arc
contained in the volume, not mere transcripts from official documents,
but intelligible recasts by a man of business. So far as we are
able to judge by inspection, they secem to have the rare merit of
containing what is wanted, and nothing more.”—Spectator. Leb. 15,
1834,
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« Combining o clear appreciation of the science of banking, with
the best practical knowledge of his business, we have seen no work
on this subject which better deserves to be consulted and studied than
Mr. Gilbart's volume.’—Literary Gazette, Feb. 22, 1834.

« Mr. Gilbart claims for his book that it contains both features
(theory and practice), and is a scientific work written by a practical
man. His claims appear to be fully borne out by the perspicuity of
his views, and the analytical spirit with which he treats the subject.
He is fully master of the details, and ascends with equal ease to the
examination of the elementary principles. His account of the nature
of joint stock banks, of branch banks, of deposit, remittance, cir-
culation, and discount, of cash credit, loan and savings banks, will
be found by men of business to be of considerable value for reference.”
—Adas, Feb. 24, 1831.

“ We have been highly pleased with its agrecable and instructive
character, and we think that no man connected with trade should be
without this book.”—Monthly Review, May, 1834,

“ As the author most truly says in his preface, the aim of this
book is to impart uscful knowledge. Those who are ignorant of the
art, or rather science of banking, (for banking may be considered as a
science in political economy) will here obtain a knowledge of facts
and principles which will sufficiently enlighten their minds on the
subject, and they will have the good fortune of not having principles

instilled which may lead them into error. The question of currency,

cash payments, &c. which lave been such a source of labyrinthic

litigation are not mooted. It is a clear and well written work, and

must have been written by o person endowed with a lueid head and
an impartial mind."—Metropolitar. Magazine, August, 183 4.
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“ A more complete and accurate work, with less irrelevant matter,
we never read.”—Gentleman's Magazine, October, 1834.

“ We have before us a most interesting work from the pen of Mr.
Gilbart, entitled “ The History and Priuciples of Banking.” This
subject, which is generally considered abstruse and recondite, has
been, by the pen of Mr. Gilbart, rendered so plain, that the most
ordinary capacity may easily comprehend it. It requires such a man
as the manager of the London and Westminster Bank to produce
this work. A speculative theorist, no matter how acute his intellect,
must have failed in presenting us with those forcible details which
belong only to the practical man, whilst to the mere man of business,
that power of combination and mastery of language must have been
wanting, which the literary abilities of Mr. Gilbart have enabled him
to bring to bear upon the subject. The peculiar interest which it
possesses, is owing, as the author truly states in his preface, to the
circumstance of its being a scientific work, written by a practical man.
The subject of banking, at all times of such importance to a mer-
cantile country, possesses paramount claims to attention at the present
moment, when two fresh bodies of Argentarii have come into the
field to bear away whatever spoil may have escaped the hands of
the vetéran campaigners.  The History and Principles of Banking”
should be in the hands of every man, who wishes to be acquainted
with the manner in which the money transactions of this great country
are carried on.”— Waterford Chronicle, June 9, 1836,

2. Tue History oF Banking 1N IRELAND.

¢ It affords a succinct view of the acts of parliament, through which
the banking operations of Ireland were affected from the time of
Henry VI. to the present day, shewing briefly the main features of
the monetary system in that country.”—Atlas, June 19, 1836,
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“ It is a valuable statistical work, and a desirable appendix to his

« History and Principles of Banking.”—Gentleman’s Magazine, July,

1836.

« ]t gives a very clever and succinct account of the History of
Banking in Ireland.”—Monthly Review, July, 1835.

« It is a useful book for those who are anxious for practical infor-
mation, touching the money matters of the sister kingdom ; or who
wish, by investigating her banking system, to track her slow and late
progress in commerce and civilization.”~—Spectator, July, 1836.

3. A PracricaL TreATISE oN BANKING.

Fourth Edition.

« A valusble and useful little work.”—Myr. M*Cullock’s Smith's
Wealth of Nations,”

THE

HISTORY OF BANKING

IN

AMERICA.

SECTION 1.

THE RISE AND PROGRESS OF AMERICAN BANKING.

TuE first settlers in America had not a sufficient
quantity of gold and silver to serve as a circulating
medium. Hence other materials, such as tobacco or
corn, were in some of the States occasionally em-
ployed as money. In the year 1618, Governor
Argall, of Virgima,* ordered “ that all goods should
be sold at an advance of twenty-five per cent., and
tobacco taken in payment at threc shillings per pound,
and not more or less, on the penalty of three years
servitude to the Colony.” In 1641, the General
Court of Massachusetts « made orders about payment
of debts, setting corn at the usual price, and making
it payable for all debts which should arise after a time
prefixed.” In 1643, the same General Court ordered
that WampompeaG (an article of traffic with the
Indians) should pass current in the payment of debts
to the amount of forty shillings, the white at eight a
penny, the black at four a penny, except for county
rates. In Virginia, the value of a wife even was
estimated in tobacco, The following extract is taken
from Holmes’ American Annals:

* See “ A Short History of Paper Money and Banking in the
United States,” published by William M. Gouge, at Philadelphia, 1833.
B
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« The enterprizing colonists being generally des-
titute of families, Sir Edward Sandys, the treasurer,
proposed to the Virginia Company to send over a
freight of young women to become wives for the
planters. The proposal was applauded, and ninety
girls, ¢ young and uncorrupt,” were sent over in the
ships that arrived this year (1620,) and the year
following, sixty more, handsome and well recom-
mended to the company for their virtuous education
and demeanor. The price of a wife at the first was
one hundred pounds of tobacco; but as the number
became scarce, the price was increased to one hundred
and fifty pounds ; the value of which in money was
three shillings per pound. This debt for wives it was
ordered should have the precedency of all other debts,
and be first recoverable.” L

The Rev. Mr. Weems, a Virginian writer, intimates
that it would have done a man’s heart good to sce the
gallant young Virginians hastening to the water side,
when a vessel arrived from London, each carrying a
bundle of the best tobacco under his arm, and taking
back with him a beautiful and virtuous young wife.

So late as in the year 1732, an act was passed at
Maryland, making tobacco a legal tender at one penny
a pound, and Indian corn at twenty-pence a bushel.

Afterwards gold and silver became more plentiful.
In 1652, a mint was established in New England, for
coining shillings, sixpences, and three-penny pieces.
In 1645, Virginia prohibited dealings by barter, and
established the Spanish piece of eight, as six shillings,
as the standard currency of that colony. In all the
colonies the money of account was the same nominally
as in England, but the coin was chiefly Spanish and
Portugueze. But different colonies affixed various
values to the dollar. In South Carolina, the dollar
was estimated at 4s. 84.—in Virginia and New England,
at 6s.—in Pennsylvania, New Jersey, and Maryland,
at7s. 6d.—and in New York and North Carolina, at 8s.

Paper money was first issued by the State of Mas-
sachusetts in 1690. A public bank was established
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in South Carolina in 1702, and issued £48,000 in
bank bills, to be lent at interest, and sunk at the rate
of £4,000 a year. Pennsylvania first issued paper
money in 1723. The province of Virginia does not ap-
pear to have issued any paper money previous to the
revolutionary war.

At the commencement of that war, paper money
was issued upon the authority of Congress. This
money was called continental money. The first issue
was dated May 10, 1775, but the notes were not
actually in circulation until the following August.

“ The paper money issued by Congress during the war of the Ame-
rican independence, expericnced no sensible depreciation before the
year 1776, and so long as the amount did not exceed nine millions of
dollars. A paper currency, equal in value to that sum in gold and
silver, could therefore be sustained so long as confidence was preserved.
The issues were gradually increased during the ensuing years, and in
April, 1778, amounted to thirty millions. A depreciation was the
natural consequence ; but had the value of the paper depended solely
on its amount, the whole quantity in circulation would have still been
equal in value to nine millions, and the depreciation should not have
been more than 34 to 1; instead of which, it was then at the rate of
six dollars in paper for one silver dollar, and the whole amount of the
paper in circulation was worth only five millions in silver,

“It is obvious that the difference was due to lessened confidence. The
capture of Burgoyne’s army was followed by the alliance with France,
and her becoming a party to the war against England. The result of the
war was no longer considered as doubtful, and sanguine expectations
were formed of its speedy termination. The paper accordingly rose in
value; and in June, 1778, although the issues had been increased to
more than forty-five millions, the depreciation was at the rate of only
four to one. From the end of April of that year, to the month of
February, 1779, although the issues had been increased from thirty-
five to one hundred and fifteen millions, the average value In
silver of the whole amount of paper in circulation exceeded ten millions,
and it was at one time nearly thirteen millions, or considerably more
than that which could be sustained at the outset of the hostilities.
But when it was discovered that the war would be of longer con-
tinuance, confidence in the redemption of a paper money daily increas-
ing in amount was again suddenly lessened.

“ The depreciation was increased from the rate of six to that of
thirty to one in nine months.

‘ The average value in silver of the whole amount of paper in circu-
lation, from April to September, 1779, was about six millions, and it
sunk below five during the end of the year. The total amount of the
Paper was at that time 200,000,000 ; and although no farther issues
took place, and a portion was absorbed by the loan offices and by
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taxes, the depreciation still increased, and was at the end of the year
1780, at the rate of eighty dollars in paper for one in silver. The value
in silver of the paper currency was then less than two and a half
millions of dollars; and when Congress, in March following, acknow-
ledged the depreciation, and offered to exchange the old for new paper,
at the rate of forty for one, the old sunk in one day to nothing, and
the new shared the same fate.”—Considerations on the Currency and
Banking System of the United States, by Albert Gallatin, Philadelphia,
1831.

According to an estimate by the register of the
treasury 1 1790, the issues of continental money
were as follows :—

OLD EMISSION. NEW EMISSION.
Dollars. $0th. Dollars. 90Lh.
In 1776......... 20,064,464 66 ......... —_
1T, 26,426,333 1 ......... —_
1778, 66,965,269 34 ......... —_
1779......... 149,703,856 77 ......... —
1780......... 82,908,320 47 ......... 891,236 80
1781......... 11,408,095 — ......... 1,179,249 —
357,476,541 45 2,070,485 80

On the 31st May, 1781, the continental notes
ceased to circulate as money, but they were afterwards
bought on speculation at various prices, from 400 for
one, up to 1,000 for one.

In the year 1781, the Congress granted a charter to
be called the “ Bank of North America.” It was accord-
ingly established in Philadelphia, and commenced busi-
ness on Jan. 7, 1782. It obtained a charter of incor-
poration upon the ground that it would offer assistance
to the States in carrying on the war. So profitable
was the business that the early dividends were at the
rate of 12 to 16 per cent.per annum. Upon an allegation
that the bank had produced evil effects, its charter was
repealed in Sept. 1785, by the state government of
Pennsylvania; but it continued its business, claiming
the right to do so under the act of Congress. In 1787,
the bank was re-incorporated, and has been continued
to the present day. Its operations are confined how-
cver to the state of Pennsylvania.
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After the conclusion of the war it was provided by
the constitution of the United States, that no state
should coin money, emit bills of credit, make any
thing but gold and silver coin a tender in payment
of debts, or pass any law impairing the obligation
of contracts; and the power to coin money, and to
regulate the value thereof, was vested exclusively in
Congress. -

This article of the constitution has given rise to
considerable discussion, as it involves the question
whether Congress has the power to constitute a national
bank. The following summary of the arguments on
both sides is taken from Mr. Justice Story’s ¢ Com-
mentaries on the Constitution of the United States.”

“One of the earliest and most important measures, which gave rise
to a question of constitutional power, was the act chartering the Bank
of the United States in 1791. That question has often since been dis-
cussed ; and though the measure has been repeatedly sanctioned by
Congress, by the executive, and by the judiciary, and has obtained the
like favour in the great majority of the States, yet it is, up to this very
hour, still debated upon constitutional grounds, as if it were still new
and untried. It is impossible, at this time, to treat it as an open ques-
tion, unless the constitution is for ever to remain an unsettled text,
possessing no permanent attributes, and incapable of having any ascer-
tained sense; varying with every change of doctrine and of party,
and delivered over to interminable doubts.

“ The reasoning, upon which the constitutionality of a national bank
is denied, turns upon the strict interpretation of the clause, giving
auxiliary powers necessary and proper to execute the other enumerated
powers. Itis to the following effect. The power to incorporate a bank
18 not among those enumerated in the constitution. In the next place,
all the enumerated powers can be carried into execution without a bank.
A bank therefore is not necessary, and consequently not authorized by
this clause of the constitution. It is urged that a bank will give great
facility or convenience to the collection of taxes. If this were true,
yet the constitution allows only the means which are necessary, and not
merely those which are convenient for effecting the enumerated powers.
If such a latitude of construction were allowed, as to consider conveni-
ence as justifying the use of such means, it would swallow up all the
enumerated powers. Therefore, the constitution restrains Congress to
those means, without which the power would be nugatory.

“ The reasoning by which the constitutionality of the national bank
is sustained is, in part, contained in the following summary. The
powers confided to the naiional government are unquestionably, so far
as they exist, sovereign and supreme. It is not, and cannot be disputed,
that the power of creatinga corporation is one belonging to sovereignty.
But so are all other legislative powers; for the original power of giving
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the law on any subject whatever is a sovereign power. If the erect-
ing of a corporation be an incident to sovereignty, and it is not prohibit-
ed, it must belong to the national government in relation to the objects
entrusted to it. The true difference is this: where the authority of a
government is general, it can create corporations in all cases; when it
is confined to certain branches of legislation, it can create corporations
only as to those cases. It cannot be denied, that implied powers may
be delegated as well as express. It follows that a power to erect corpo-
rations may as well be implied, as any other thing,if it be an instru-
ment, or means of carrying into execution any specified power.

‘1t is true, that among the enumerated powers we do not find that
of establishing & bank or creating a corporation. But we do find there
the great powers to lay and collect taxes, to borrow money, to regulate
commerce, to declare and conduct war, and to raise and support navies.
Now if a bank be a fit means to execute any or all of these powers, it is
just as much implied as any other means. 1If it be ‘necessary and proper’
for any of them, how is it possible to deny the authority to create it for
such purposes ¢ There is no more propriety in giving this power in ex-
press terms, than in giving any other incidental power or means in ex-
press terms.

*¢ That a national bank is an appropriate means to carry into effect
some of the enumerated powers of the government, and that this can
be best done by erecting it into a corporation, may be established
by the most satisfactory reasoning. It has a relation, more or less di-
rect, to the power of collecting taxes, to that of borrowing money, to
that of regulating trade between states, and to those of raising and
maintaining fleets and armies. And it may be added, that it has & most
important bearing upon the regulation of currency between the States.
It is an instrument, which has been applied by governments, in the ad-
ministration of their fiscal and financial operations ; and in the present
times it can hardly require argument to prove, that it is a convenient, a
lslseful, and an essential instrument in the fiscal operations of the United

tates.”

The constitution of the United States was adopted
in 1789, and shortly after the government was orga-
nized. On the 14th of December, 1790, the then
secretary of the treasury, (General Hamilton) reported
to Congress the plan of a bank. In February, 1791,
the bill passed, and was presented to General Wash-
ington for his approval. In the progress of the bill it
was opposed by Mr. Madison, (subsequently president)
Mr. Giles, and others, on the ground that the States
had not delegated the power to create such an institu-
tion, and therefore that it was unconstitutional. It
was supported by Mr. Ames, Mr. Boudinot, &c., who
were members of what was termed, in those days, the
high-toned federal party.
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The president, (General Washington) previous to
signing the bill, consulted his cabinet ministers.
Thomas Jefferson, secretary of state, and Edmund
Randolph, attorney-general of the United States, were
opposed to his signing it. Alexander Hamilton, secre-
tary of the treasury, and General Knox, secretary of
war, were in favour of it. At that time there was no
secretary of the Navy. On the 25th of February,
1791, the president approved of the bill, and it be-
came a law.

The following account of this bank is taken from
the American almanack of 1835.

“The idea of this institution was conceived im-
mediately after the adoption of the constitution, by
Alexander Hamilton, the founder of the American
system of finance, when secretary of the treasury ; the
plan of it was submitted to Congress Dec. 13, 1790;
and it was incorporated by act of Congress, and ap-
proved Feb. 1791, in the first term of Washington’s
administration. Its continuance was limited by the
charter to the 4th of March, 1811, at which time it
expired, as Congress refused to renew the charter.

“The capital was limited to 510,000,000, divided
into 25,000 shares, of §400 each, payable one-fourth
in gold and silver, and three-fourths in public secu-
rities bearing an interest of six and three per cent.
The corporation were restricted from contracting debts
beyond the amount of their capital, and from holdin
property, exceeding the value of $15,000,000, or real
estate more than necessary for the convenient tran-
sacting of their business. 'The affairs of the bank
were to be managed by twenty-four directors, to be
elected by the stockholders, without any interference
on the part of the government in the election; but
the government reserved the right of inspecting of
the affairs of the bank ; and for this purpose the secre-
tary of the treasury was authorized to demand of the
president and directors a statement of its concerns as
often as he might see fit.

“The subscriptions were filled as soon as opened.
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The government, conformably to the right reserved
in the charter, subscribed for 5,000 shares, equal to
$2,000,000 ; and the bank went into immediate opera-
tion. Its stock, a great portion of which was held
in Europe, soon rose considerably above par; and
the institution proved always convenient, on some oc-
casions eminently useful to the government, and not
less beneficial to the public at large. The dividends
were made semi-annually ; and, during the twenty
years’ continuance of the charter, the average annual
dividend amounted to 84 per cent.

“ The bank was not merely or principally a com-
mercial establishment, but was essentially and mainly
of a finanical and political character; and it was on
this ground that its constitutionality was defended ;
the right of Congress to grant such a charter being
maintained chiefly upon the strength of that clause of
the constitution, which gives to it the power necessary
for carrying into execution the powers enumerated,
and expressly invested in that body. At the time of
its establishment, it was opposed on the ground of its
presumed unconstitutionality, by the political party,
then in the minority, of which Mr. Jefferson was re-
garded as the leader; and before the termination of
the charter, this party having come into power, the
renewal of the charter was refused, and the institution
was dissolved.”

In June, 1812, war was declared against England ;
and by August and Sept. 1814, all the banks south
and west of New England, had suspended their specie
payments. Thissuspension of cash paymentsin America
1s ascribed by Mr. Gallatin to the following causes :—

Tt has always been found difficult to ascertain with precision the
causes which, in each special case, produce an extraordinary drain of
specie, and compel a bank to suspend its payments.

< Although it clearly appears, that very large and unforeseen advances
to government were the immediate cause of the suspension of the pay-
ments of the Bank of England in the year 1797, it would seem, at
this distance of time, to have been easy to prevent that occurrence.
The bills of exchange from abroad on government, or any other floating

debt, from the payment of which the bank was required to make those
advances, might with facility have been converted into funded debt.
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And when we find that in less than seven months after the sus-
pension, thelbank declared, by a solemn resolution, that it was enabled
to issue specie, and could with safety resume its accustomed functions,
if the political circumstances of the country did not render it inexpe-
dient, it is hardly possible to doubt that the suspension, in its origin, as
in its continuance, was a voluntary act on the part of the government.
Opinions are however divided to this day on that subject ; and some
distinguished English writers ascribe that event to some unaccountable
panic. There can be no doubt that there was a great and continued
run on the bank for specie prior to the suspension ; and what renders
the transaction still more inexplicable is, that almost immediately, and
during some years after the suspension had actually taken place, the
bank notes, though no longer convertible into specie, were at par.

¢ The question is not free of difficulty as respects the similar event
in the United States.

¢« The following reasons were assigned by the directors of the char-
tered banks of Philadelphia, in an address to their fellow-citizens,
dated the 30th of August, 1813.

¢ <From the moment when the rigorous blockade of the ports of the
United States prevented the exportation of our produce, foreign sup-
plies could be paid for in specie only; and as the importation of
foreign goods in the eastern states has been very large, it has for many
months past occasioned a continual drain from the banks. This drain
has been much increased by a trade in British government bills of
exchange, which has been extensively carried on, and has caused very
large sums to be exported from the United States.

“¢ To meet this great demand for specie, the course of trade did, for
a considerable time, enable us to draw large supplies from the Southern
States, but the unhappy situation of affairs there, having deprived us of
that resource, and circumstances having occurred, which have in a con-
siderable degree occasioned alarm and distrust; it became a serious
consideration, whether the banks should continue their exertions to
draw within their vaults the specie capital of the country, and thus
facilitate the means of exporting it from the United States; or whether
they should suspend the payment of specie, before their means were
exhausted.’

“The great drain from the east, alluded to by the Philadelphia
banks, is proved by the comparative view of the specie in the vaults
of the banks of Massachusetts, in June 1814, immediately before the
suspension of payments, and on the same days of the preceding and
succeeding years.

This amounted on June 1, 1811 to §1,709,000
, 1812 3,915,000
, 1813 6,171,000
, 1814 7,326,000
, 1815 3,915,000
, 1816 1,270,008

And the fact that a large smount of British government bills was sent
to this country from Canada in the years 1812—1814, and sold at
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twenty and twenty-two per cent. discount, is corroborated by authentic
information from several quarters. Other causes, however, concurred
in producing the suspension of specie payments.

1. The circulating capital of the United States, which must supply
the loans required in time of war, is concentrated in the large cities,
and principally north of the Potomac. The war was unpopular
in the Bastern States; they contributed less than from their wealth
might have been anticipated ; and the burthen fell on the Middle
States. The proceeds of loans, (exclusively of treasury notes, and
temporary loans) paid into the treasury from the commencement of the
war to the end of the year 1814, amounted to forty-one millions ten
thousand dollars. Of that sum the

Eastern States lent .........coooeuiil 52,900,000
New York, Pennsylvania, Maryland .

and Columbia ... , ............ 85,790,000
The Southern and Western States... 2,320,000

“The floating debt, consisting of outstanding trcasury notes, and
temporary loans unpaid, amounted on January 1st, 1815, to eleven
millions two hundred and fifty thousand dollars, about four-fifths of
which were also due to the Middle States. Almost the whole of the
large amount advanced to government in those States, was loaned by
the cities of New Yeork, Philadelphia, and Baltimore, and by the
district. ‘The banks made advance~ beyond their resources, either by
their own subseriptions, or by enlarging their discounts in favour of the
subscribers. They, as well as several wealthy and patriotic citizens,
displayed great zeal in sustaining government at a critical moment;
and the banks were for that purpose compelled to enlarge their issues.

« 2, The dissolution of the bank of the United States deprived the
country of a foreign capital of more than seveu millions of dollars,
vested in the stock of that institution, and which was accordingly
remitted abroad during the year that preceded the war. At the same
time, the state banks, had tsken up a considerable part of the paper
formerly discounted by that of the United States. As the amount of
this exceeded fifteen millions, their aid in that respect was absolutely
necessary, in order to prevent the great distress which must otherwise
have attended such diminution of the usual accommodations.

« 8. The creation of new state banks, in order to fill the chasm,
was a natural consequence of the dissolution of the bank of the
United States. And, as is usual under such circumstances, the ex-
pectation of great profits gave birth to a much greater number than
was wanted. They were extended through the interior parts of the
country, created no new capital, and withdrew that which might
have been otherwise lent to government, or as profitably employed.
From the 1st January, 1811, to the 1st January, 1815, not less than
one hundred and twenty new banks were chartered and went into
operation, with a capital of about forty, and making an addition to the
banking capital of the country of near thirty millions of dollars. That
increase took place on the eve of, and during a war which did nearly
annihilate the exports, and both the foreign und coasting trade. And
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as the salutary regula:ting power of the bank of the United States no
longer existed, the issues were accordingly increased much beyond
what the other circumstances already mentioned rendered necessary.”

In TFebruary, 1815, peace was proclaimed with
England, and 1t was expected that the bank would
immediately return to cash payments. Bank notes
accordingly rose in value, but as this expectation was
not realized they again sunk in value.

The suspension of cash payments in the United
States differed from that of England in two parti-
culars; first, it did not take place throughout the
country. Secondly, as each bank was independent,
there was a different scale of depreciation for each
county and each town. The following is the scale of

depreciation per cent. at Baltimore, Philadelphia, and
New York.

Bnlu-‘ Phila- New " Baln-l Phia- | New
more. ! delphia. York moe | delphia, ¢ York
1814. Sept. | 20 10, 1815. Dec. | 18 14 124
Oct. | 15 10 1816. Jan. | 13| 14 | 124
Nov. | 10 11 Feb. ' 13| 14 9
Dec. | 14 11 March 18 | 121|124
1815. Jan. | 20 15 April (23] 144 [ 10
Feb. 5 2 May | 20| 14 | 12}
March{ 5 5 June } 20| 17 | 124
April | 10 53 July |15 15 6
May | 14 5, 5 Aug. | 12| 10 5
June | 16 9 |11} Sept. | 10 il 3
July §20[ 11 |14 Oct. 8 94| 2
Aug. |19} 11 |12} Nov. 9 7 13
Sept. | 20 13 Dec. 9 7 21
Oct. |214 15 (16 | 1817.Jan. | 3| 43| 24
Nov. | 15| 16 | 12} Feb. 241 4 24

SECTION 1II.

THE BANK OF THE UNITED STATES.

Tue.state banks having suspended cash payments,
the treasury was compelled to receive the taxes in the
local currencies of the various districts. All notes



12 THE HISTORY OF

which circulated at par were received, but those
which were at a discount were rejected. The
banks which did not suspend cash payments very
much restricted their issues; and hence there was
such a scarcity of money in those States that the
taxes could not be collected. To meet this emer-
gency, the government issued treasury notes, some-
what resembling our exchequer bills, which bore
interest at six per cent.

Another difficulty which the government expe-
rienced from the condition of the banks was in the
transmission of money from one State to another.
The money which was collected at one place was
required to be expended at another. But the banks
of one State had no connexion with those of the
others. Hence the government had great difficulty
in paying any sum of money either for supplies or
services at any particular place, where the party to
whom the money was due might happen to reside.

Another inconvenience was, that the government
was obliged to employ as agents for receiving the
taxes, a vast number of banks. Had there been one
national bank, with a branch in each state, the col-
lectors would have lodged the taxes at the various
branches, and the head office would have accounted
for the whole to the government. But the country
was studded with a great number of banks totally
independent of each other, and refusing to take each
others’ notes. The greater part of these banks had
also stopped payment, though their notes still cir-
culated at a discount. At the same time there was
a risk in having large sums of money in the hands
of the collectors. The collectors were therefore in-
structed to lodge the taxes in the banks of their
respective districts; and thus the treasury had
accounts open at no fewer than ninety-four banks.
The sums lodged in these banks were usually com-
posed of—1. Notes of the bank in which the taxes were
deposited—2. Notes of other banks—3. Treasury
notes bearing interest—4. Small treasury notes not
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bearing interest. As to coin, that was out of the
question.

The confusion thus introduced into the public
accounts, as well as into private transactions, led to
the formation of the second Bank of the United
States. The act of incorporation was passed in the
session of 1816.

By this act a Bank of the United States of America
was to be established, with a capital of 35,000,000
dollars, to be divided into 350,000 shares of 100
dollars each—70,000 shares or 7,000,000 dollars to be
subscribed and paid for by the government of the
United States.

The payments of the subscriptions to be made by
instalments, one-fourth in gold or silver coin, the
remainder in like coin or funded debt of the United
States. -

It was declared lawful for the United States to
redeem the funded debt subscribed, and for the bank
to sell the same for gold and silver, provided that it
shall not sell more than 2,000,000 dollars thereof in
any one year, nor any part without giving notice to
the secretary of the treasury, and offering it to the
United States at the current price.

The management of the affairs of the bank was
committed to twenty-five directors, five of whom
being stockholders to be appointed annually by the
President of the United States and the Senate; not
more than three of whom to be residents of any one
State, and twenty of whom to be annually elected by
the qualified stockholders.

The corporation was restricted from contracting
debts exceeding the sum of 35,000,000 dollars, unless
authorized by law. Not to make any loan to the United
States, exceeding 500,000 dollars, nor to any particu-
lar State exceeding 50,000 dollars, nor to any foreign
State, unless authorized by law. The dividends to be
paid half-yearly; a statement of the affairs of the
bank to be laid before the stockholders every three
years. The secretary was authorized to call upon the
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bank for a statement, not exceeding a weekly one of
its concerns. No stockholder unless he be a citizen
of the United States to vote in the choice of directors.
In case they suspended payments in specie, the cor-
oration was made chargeable with interest at the
rate of twelve per cent. per annum. The notes of
the bank were to be received in all payments to the
government ; and on the other hand, the bank was
bound to receive and transmit the public revenue free
of charge. Congress to establish no other bank ex-
cept in the district of Colombia. . '
The bank commenced business at Philadelphia,
January 1, 1817. -
In the latter end of the same month a meeting of
delegates from the banks of New York, Philadelphia,
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preciated currency, sustained great loss when required
to discharge their obligations in a currency conver-
tible into gold.

The Bank of the United States established a branch
or office in each state. At each branch deposits were
received, bills and notes of hand discounted, and
letters of credit granted payable on demand upon
all the other branches. Their notes were legally
payable at the respective branches where they were
issued, but were often paid as matter of courtesy at
the other branches. The five dollar notes, the lowest
issued by any branch were made legally payable at
every branch.

Average Amount for the years 1819—1829, of the principal items of
the Situation of the Bank of the United States.

Baltimore, and Virginia, took place at Philadelphia,

Domestic | Funded Total vn Real G N

with a view to a general and simultaneous resumption | Docounte-) it | "pebr. | duterest, | matate. | Speeie. | Deponits, | X C

) 1819/32,211,674| "336,760| 7,236,153 39,784,587 2,743,834 5,734,682 5,056,820

of cash payments. In BCOUIS{eqlfl_enﬁe %f _2‘ dCOéI;Pt“"Ct 182025,806.267/1, 520,600} £,256,701 38:693,2?3 5,214,773 6,581,008 441,33

e Unite ates 21127,009,050/1,508,473,11,859,296 40,556,619| 245,8466,469,224| 6,990,073 5,609,220

between them and the Bank of t ’ 1822,28,574,89312,304,688, 13,116,004 44,085,785( 579,152[3.711145 6.365,570] 3,662,335

sanctioned by the secretary of the trcasury, cash 182330,584,919[2,588,245, 10,911,700 44,084,864 736,370(4,899,686{10,401,786| 4.671.271

d. To facilitate this obiect 182420,478,255/2,563,672, 13,373,095 45,415,022]1,393,19315,909,351112,918, 108 5,935,496

payments were resumed. 0 1aci Sk bJ (i }ggg’gg’gg%ggﬂgg,fligg'{g.aog,s?ggz,ggg,.zgg1,522,7284,686,553 12,885,829/ 8,836,646

: ] m a 2620,502,102(3,502,145 17,885,210 51,069,458/ 1,745,566,5,174.64312,578.523110,235,528

the Bank- Of the United Stz}tes imported from abro 182727,048,502 4,568,297]17,724,102 50,244,081 2, 118,56016,327.758113,727,274|10,808,244

seven millions of dollars in specie, and agreed to 1828 30,820,044 6,018,784117,127,077 53,966,805 12,298, 352'6,205,107|14,454,160/12.41 4,390

. b of the State bank 1289 32,703,280 8.417,021/13:925.701 55,046,002 2,474,750 6,411,998 5,172,164 15,011,352

afford reasonable assistance to such o € ate panks * ihe actunl nmount of circulation 18 geuerally four-Afths of the gross amount, the rest bemg
as might require it. rrhe resumption Of CaSh Pav_ noles in transitu, or accumulated in offices where they are not payable.

ments was now general throughout the union. )
The year 1819 was one of great commercial dif-
ficulty in America. This distress was attributed to

Actual Circulation of the Bank of the United States in September,
1830, and Places where the Notes were payable.

those measures which it had been found necessary to Where payable. lsrontorian. | Where paysble. crannln

adopt in order to effect a return to cash payments. Benk United s N I -7
. . . ank United States ....ccoocenvene ,367, t t ...17,190,

To accomplish this object, the State banks had been Portland............. I U780 [Mobile e | 040,508

compelled to restrict their issues by limiting their Fortamouth 101,985 ||New Orleans.. Saaa20

discounts. Many of those banks which were formed Providence... 113,920 Nashville .. 1,235,275

A " R Hartford ...... 171,532 !|Louisville ... .| 662,375

at the dissolution of the first bank of the United New York .. !| 834733 |Lexington .. 3 oae

States now failed. And the new bank of the United Wachmogeon . 1 62008 |Brsburg S51.100
: i t instance made ver Richmond ... 460,440 |Buffalo ... .

States, which had in the firs I M Norfolk ...... 532,400 | Burlington | 96,595

liberal advances to the Western States, were obliged Fayettevile... . .| 7137760 ||Agencies Cincinati and Ch"'} 0,975
to resort to measures for compelling the repayment s el 830,840 | licothe v g

: r b —

of their loans. Those too who had contracted debts Amount carried forward........7,190,095 pympel

either to the banks or to private parties in the de-
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In the year 1831, Mr. Albert Gallatin thus speaks
of the advantages derived from the Bank of the
United States:

¢ Experience, however, has since confirmed the great utility and
importance of a Bank of the United States, in its connexion with the
treasury. The first great advantage derived from it, consists in the
safe keeping of the public monies; securing, in the first instance, the
immediate payment of those received by the principal collectors, and
affording a constant check on all their transactions; and afterwards
rendering a defalcation in the monies once paid, and whilst nominally
in the treasury, absolutely impossible. The next, and not less impor-
tant benefit is to be jfound in the perfect facility with which all the
public payments are made by the cheques or treasury drafts, payable.
at any place where the bank has an office; all those who have de-
mands against government are paid in the place most convenient to
them ; and the public monies are transferred, through our extensive
territory, at a moment's warning, without any risk or expense, to the
places most remote from those of collection, and wherever public
exigencies may require. From the year 1791 to this day, the operations
of the treasury have, without interruption, been carried on through
the medium of banks; during the years 1811 to 1816 through the
State banks; before and since, through the bank of the United
States. Every individual who has been at the head of that de-
partment, and, as we believe, every officer connected with it, has been
made sensible of the great difficulties that must be encountered
without the assistance of those institutions; and of the comparative
ease, and great additional security to the public, with which their
public duties are performed through the means of the banks. To
insist that the operations of the treasury may be carried on with
equal facility and safety, through the aid of the State banks, without
the interposition of a bank of the United States, would be contrary
to fact and experience.

¢ The uniformity of duties and taxes of every description, whether
internal or external, direct or indirect, is an essential and fundamental
principle of the constitution. It is self-evident, that that uniformity
cannot be carried into effect without a corresponding uniformity of
currency. Without laws to this effect, it is absolutely impossible that
the taxes and duties should be uniform, as the constitution prescribes:
such laws are therefore necessary and proper, in the most strict sense
of the words. There are but two means of effecting the object, a
metallic, or & uniform paper currency. Congress has the option of
either; and either of the two, which may appear most cligible, will
be strictly constitutional, because strictly necessary and proper for
carrying into effect the object. If a currency exclusively metallic is
preferred, the object will be attained by laying prohibitory stamp
duties on bank notes of every description, and without exception. 1If
it is deemed more eligible, under existing circumstances instead of sub-
verting the whole banking system in the United States, and depriving
the community of the accommodation which bank loans afford to
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resort to less harsh means; recourse must be had to such, as will
ensure o currency sound and uniform itself, and at the same time
check and regulate that which will continue to constitute the greater
part of the currency of the country. .

« Both those advantages were anticipated in the establishment of
the Lank of the United States; and it appears to us, that the bank
fulfils both those conditions. As respects the past, it is & matter of
fact, that specie payments were restored, and have been maintained,
through the instrumentality of that institution. It gives a complete
guarantee, that under any circumstances, its notes will preserve the
same uniformity which they now possess.

“ Placed under the control of the general government, relying for
its existence on the correctness, prudence, and skill with which it shall
be administered, perpetually watched, and occasionally checked by
both the treasury department and rival institutions; and w1t}10ut a
monopoly, yet with a capital and resources adequate to the object for
which it was established. The bank also affords the strongest security
which can be given with respect to paper, not only for its ultimate
solvency, but also for the uninterrupted soundness of its currency.
The statements we have given of its progressive and present situation,
show Low far those expectations have heretofore been realized. Those
statements also show that the bank of the United States wherever its
operations have been extended, has effectually checked excessive
issues on the part of the state banks; if not in every instance, cer-
tamly in the aggregate. They had been reduced before the year 1820
from sixty-six to less than forty millions. At that time those of the
bank of the United States fell short of four millions. The in-
creased amount required, by the increase of population and wealth
during the ten ensuing years, has been supplied in a much greater
proportion by that bank, than by those of the States. With a treble
capital, they have added little more than eight millions to their issues.
Those of the bank of the United States were nominally twelve, in reality
about eleven millions greater in November, 1829, than in November,
1819. The whole amount of the paper currency has, during those
ten years, increased about forty-five, and that portion which is issued
by the state banks only twenty-two and a half per cent. We have
indeed a proof, not very acceptable perhaps to the bank, but conclusive
of the fact, that it has performed the office required of it in that
respect. The general complaints on the part of many of the state
banks, that they are checked and controlled in their operations by the
bank of the United States, that, to use a common expression, it ope-
rates as a screw, is the best evidence that its general operation is such
as had been intended. It was for that very purpose that the bank was
established. We are not however, aware, that a single solvent bank
has been injured by that of the United States, though many have been
undoubtedly restrained in their operations much more than was de-
sirable to them. This is certainly inconvenient to some of the banks,
but in its genera] effects is a public benefit to the community. The
best way to judge whether, in performing that unpopular duty, the
bank of the Umted States has checked the operations of the state
banks more than was necessary, and has abused, in order to enrich itself

C
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at their expense, the power \Yhicl} was_given for another pm‘pt()]se, txs
to compare their respective situations in the aggregate. {n orber k(;
avoid any crroneous inference, we will put out of question those ; an :
of which we could only make an estimate, and compare, with tlﬂt} 1o
the United States, those only of which we have actual returns..‘ e
profits of banks, beyoud the interest on their own capital, c.or}sxfts, u;‘
that which they reccive on the difference between the aggregate o
their deposits and notes in circulation and the amount oihspemz lrfl‘
their vaults. We have given the aggregate situation for the en | of
the year 1829 of two hundred and eighty-one banks, w1thla_, (}:1ap1ta. o
95,003,557 dollars, the deposits and circulating notes of whic

Amounted together to .. ............ $71,706,033
Deduct specic in their vaults.. ...... 11,989,643
Leaves for difference ..........coocevnn 59,716,390

Or sixty-two and onc-eighth per cent. on their capital.

“ The notes in circulation of the bank of the United States (adding
one million for its drafts in circulation) amounted in November, 1829,
to $14,042,984; and together

With the deposits to.....cooovvininns $28,82'z,793
Deducting specie ........cocooevnees 7,175,274
Leaves for the difference ............ 21,652,519

Or sixty-one and one-eighth per cent. on its capital.

« Tt is clear that those state banks, taken iq the aggregate, have no
just reason to complain, since that of the United States 1mposes 1:10
greater restraints on them than on itself. It VV}H also be percel;gt,
that it had in specie more than one-fifth part of the aggreg}z}ute 01' 11s
notes in circulation and deposits ; whilst thg state banks, 'ad :lizé'e
more than one-sixth, and the bank of the Umtcd States had in addi-
tion a fund of about one million of dollars in Europe. The difference
would have been more striking, had we taken a view of the situation
of all the state banks, including those on estimate ; for thg difference
between the aggregate of t;heixi1 notes a'ltldl deposits and their specie 1s

1xty-sev nd a quarter on their capital
S]x‘t‘yTS}?; ?Eu?mer ir(l1 which the bank c}}ecl.(s the issucs of the state banks%
is equally simple and obvious. It consists in receiving the notes, o
ail those which are solvent, and requiring payment from time to 'Ifime,
without suffering the balance due by any to become too large.d }iolsf?
notes on hand, taking the average of the last three years an ad ztxh,
amount always to about one million and a half of.dollarﬁ, an : e
balances due by the banks in account current (deducting balances due
bout ,§900,000. ] .
. ‘S‘O;n\;ae) ttl(l)i:k tha;:$we I;la.y say, that on this operation, \Vhl(!h. requires
particular attention and vigilance, and must be carried on with g}'lgat
firmness and duc forbearance, depends almost exclusively the stability
he currency of the country. .
Of"‘: The princyipal advantagzs derived from the bank of the United
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States, whick no state bank, and as it appears to us, 1o bank established
on different principles could afford, are, therefore ; first and principally,
securing with certainty an uniform, and as far as paper can, a sound
currency: secondly, the complete security, and great facility it affords
to government in its fiscal operations: thirdly, the great convenience
and benefit accruing to the community, from its extensive transactions
in domestic bills of exchange and inland drafts. We have not adverted
to the aid which may be expected from that institution in time of war,
and which should, we think, be confined to two objects.

¢ First. The experience of the last war has sufficiently proved, that
an efficient revenue must be provided, before, or immediately after that
event takes place. Resort must be had for that purpose to a system
of internal taxation, not engrafted on taxes previously existing, but
which must be at once created.

“ The utmost diligence and skill cannot render such new taxes pro-
ductive before twelve or eighteen months, The estimated amount must
be anticipated ; and advances to that extent, including at least the esti-
mated proceeds of one year, of all the additional taxes laid during the
war, may justly be expected from the bank of the United States.

“Secondly. It will also be expected, that it will powerfully assist in
raising the necessary loans, not by taking up, on its own account, any
sum beyond what may be entirely convenient and consistent, with the
safety and primary object of the institution, but by affording facilities to
the money lenders. Those who, in the first instance, subscribe to a
public loan, do not intend to keep the whole, but expect to distribute
1t gradually, with a reasonable profit. The greatest inducements, in
order to obtain loans on modecrate terms, consists in the probability that,
if that distribution proceeds slower than had been anticipated, the sub-
scribers will not be compelled, in order to pay their instalments, to sell
the stock, and by glutting the market, to sell it at a loss; and the
assistance expected from the bank is to advance, on a deposit of the
scrip, after the two first instalments have been paid, such portions of
each succeeding payment, as may enable the subscribers to hold the
stock a rcasonable length of time.  As this operation may be renewed
annually on each successive loan, whilst the war continues, the aid
afforded in that manner is far more useful than large direct advances to
government, which always cripple the resources, and may endanger the
safety of a bank.”

In 1832 a law passed both houses of Congress for a
renewal of the charter of the bank of the United
States ; but the president, General Jackson, refused to
ratify it. This power is conferred upon the President

%i the following article of the constitution of the
nited States :

“ Every bill that shall have passed the House of Representatives and
the Senate, shall before it become a law be presented to the President
of the United States. If he approves, he shall sign it ; but if not, he
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shall return it, with his objections, to that House iu which it shall have
originated, who shull enter the objections at large on their journal, end
proceed to reconsider it. If after such reconsideration t. o-thirds of
that House shall agree to pass the bill, it shall be sent, together with
the objections, to the other House, by which it shall likenise be recon-
sidered ; and if approved by two-thirds of that House, it shall become
alaw. DButin all such cascs, the votes of both Houses shall be deter-
mined by yeas and nays; and the names of the persons voting for and
against the bill, shall be cntered on the journal of each House respec-

tively.”

The President returned the bill to the Senate, with
a very long message stating his objections. The fol-
lowing are extracts:

“The bill “to modify and continue” the act entitled * an act to

incorporate the subscribers to the bank of the United States,” was
Having considered it with that

presented to me on the 4th July inst.

solemn regard to the principles of the coustitution, which the day
was calculated to inspire, and come to the conclusion that it ought
not to become a law, [ herewith return it to the Senate, in which it
originated, with my objections.

% A bank of the United States is, in many respects, convenient for
the government, and useful to the people. KEntertaining this opinion,
and deeply impressed with the belief that some of the powers and
privileges possessed by the existing bank, are unauthorised by the
constitution, subversive of the rights of the States, and dangerous to
the Liberties of the people, I felt it my duty, at an early period of my
administration, to call the attention of Congress to the practicability of
organizing an institution, combining all its advantages, and obviating
these objections. I sincerely regret that, in the act before me, I
can perceive none of those modifications of the bank charter which
are necessary, in my opinion, to make it compatible with justice, with
sound policy, or with the constitution of our country.

« The present corporate body, denominated the president, directors,
and company of the bank of the United States, will have existed, at
the time this act is intended to take effect, twenty years. It enjoys an
exclusive privilege of banking under the authority of the general
government, a monopoly of its favor and support, and, as a necessary
consequence, almost & monopoly of the foreign and domestic exchange.
The powers, privileges, and favors bestowed upon it in the original
charter, by increasing the volue of the stock far above its par value,
operated as a gratuity of many millions to the stockliolders.

« The modifications of the existing charter, proposed by this act,
are not such, in my view, as make it consistent with the rights of the
States, or the libertics of the people. The qualification of the right of
the bank to hold real estate, the limitation of its power to establish
branches, the power reserved to Congress to forbid the circulation of
sinall notes, are restrictions comparatively of little value cr importance,
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All the objectionable principles of the existing i
of ‘tt]sa odi{)us features, ;il-e rerzained withoutw;lll?az\:/i;t:?;rl:.o racion, &nd most
y documents submitted to Congress, at the present session, i
;}())Eia;‘:, tg]:t or{ 1st qf January, ~1 832, of the twentypmillions of pri\;atl:
e Br'to'l pora’tllon, §8,405,500 were held by foreigners, mostly
Staten 1 g1 ; glg. he amount of stock held in the nine Western
ess S ,-90, and in the four Southern States is §5,623,100,
wdan be kas'tem and middle States about ,§13,522,000. The profits
ot $3a:”1:1()1§31, as shown in a statement to Congress, were
hout $1, (’ji)“())‘ 8 : qf this there accrued in the nine Western States,
aoout tl’) : ’-(1318’ in the four Southern States about $352,507 ;
i huladr_m he and Eastern States, abont §1,463,041.  As little
s sectioe tln 11: e West, it is obvious that the debt of the people in
Lot Socti n to t}le bank is principally & debt to the Eastern and foreign
Foosho Sei;i, that ‘the interest they pay upon it, is carried into the
ern St ({as ax:ld‘ into Europe; and that 1t is a burden upon their
s ,inn a drain of their currency, which ro country can bear
o ua]t_:onve]iuence, and occa.smngl distress. To meet this burden,
pecis qdr ize ; e exchange operations of the bank, the amount of
e ears&wn x{:)m those States, through its branches, within the last
Moreythg, % ﬁslfs ow% by its official reports, was about ,§6,000,000.
Stop, an alf a million ?f this amount does not stop in the Eastern
Date h,()ldempassles 3;11 to Europe, to pay the dividends to the foreign
Westooners: él i e principle of taxation recognized by this act, the
donhorn, Dtates ({1 no adequate compensation for this perpetval bur-
b 0 Mobilm ufltry, and drain upon their currency. The branch
o M StetmafeAlast year £95,140; yet, under the provisions of
it the £ ate l()) labama can raise no revenue from these pro-
e citizgns OIl\l/Is"~ ecause not & share of the stock is held by any of
relagarens. 1;31551pp1 and Missour: are in the same condition in
groter orle ed rancl}es at Natg}}es and St. Louis, and such, in a
e or ¢ sts} eglree, is the condition of every Western State. The
place thz of Ixe 5 an of taxation which this act proposes, will be to
et \&?eZte rx:lxtg(tlatset:.tss mtthet hsa.méa relation to foreign countries
: eur to the Eastern. When, b
;i?‘::iint :It‘occlgllct)lders, the stock of this bank is made \’voiyt}? tt&e)ri (:)111'
ine‘yir}abﬂr " cen t.hglé);sn;c;)y.forelgners than to residents, most of it will
u wel?t;ss :‘}’xl(lel St::lst }}ng:ggl, V;{x 1is prasctical eﬁf'?ct, deprive the Eastern
: T estern States, o the means of raising a
i:sv;:lli?oﬁromltt};:ue):rtlz?io?hof&)usngess and ihe great profits of this
. e American people debtors to aliens in
;lria;:‘llyt:}s w:(l’lo}ie amogil.t due to th1§ bank, and send across the Atlantic
o ve millions of specie every year, to pay the bank divi-
“In another of its bearings this provision i i
i provision is fraught with dang
:fn:w::(iyt-ﬁve directors of this bank, five are chgsen b)lrl d?:%il;:ergf
o o thr:ef{(l)tr); 1}2’1 tgfogll{t}llzelg stockholderls.dF(‘irom all voices in these
s g olders are excluded by the charter.
E;:g::tx;_n, tgfrefo?e, as the s_tock is transferred to ereign holders tlllr;
of suffrage in the choice of directors is curtailed. Alrea:iy is



22 THE HISTORY OF

almost a third of the stock in foreign hands, and not represent_ed in
clections. It is constantly passing out _of the country, an(_l t}:llS act
will accelerate its departure. The entire control of the institution
would neeessarily fall into the hands of a few citizen stockholders, and
the ease with which the object would be accomplished, would be a
temptation to designing men to secure that control in their own hands
by monopolising the remaining stocks. There is danger that a pre-
sident and directors would then be able to clect themselves from year
to year, and without responsibility or control manage the whole con-
cerns of the bank during the existence of its charter. It is easy to
conceive that great evils to our country and its institutions might flow
from such a concentration of power in the hands of a few men irre-
sponsible to the people. _ .

“[f we must have a bank with private stockholders, every con-
sideration of sound policy, and every impulse of American feeling,
admonishes that it should be purely American. Its stockholders
should be composed exclusively of our own citizens, who at least ought
to be friendly to our government, and willing to support it in times of
difficulty and danger. So abundant is domestic capital, that compe-
tition in subscribing for the stock of local banks has recently led almost
to riots. To a bank cxclusively of American stockholders, possessing
the powers and privileges granted by this act, subscriptions for two
hundred millions of dollars could be readily obtained. Instead of
sending abroad the stock of the bank, in which the government must
deposit its funds, and on which it must rely to sustain its credit in times
of emergency, it would rather scem to be expedient to prohibit its sale
to aliens, under penalty of absolute forfeiture. o

“ The government of the United States have no constitutional power
to purchase lands within the States, except * for the erection of “forts,
magazines, arsenals, dock yards, and other needful b}nldmgs, and
even for these objects only « by the consent of the legislature of the
State, in which the same shall be.” By making themsclves stock-
holders in the bank, and granting to the corporation the power to
purchase lands for other purposes, they assume a power not granted in
the constitution, and grant to others what they do not themselves
possess. It is not necessary to the receiving, safe-keeping, or trans-
mission of the funds of the government, that the bank should possess
this power, and it is not proper that Congress should thus enlarge the
powers delegated to them in the constitution. )

Tle old bank of the United States possessed a capital of ouly eleven
millions of dollars, which was found fully sufficient to enable it, with
despatch and safety, to perform all the functions required of it by the
government. The capital of the present bank is thirty-five millions of
dollars, at least twenty-four more than cxperience has proved to be
necessary to enable a bank to perform its public functions. The publie
debt which existed during the period of the old bank and on the es-
tablishment of the new has been nearly paid off, and our revenue will
soon be reduced. This increase of capital is, therefore, not for public,
but for private purposes. .

“ That a bank of the United States, compctent to all duties
which mav be required by the government, might be so organized as
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not to infringe on our own delegated powers, or the reserved rights of
the States, I do not entertain a doubt. Had the executive been called
upon to furnish the project of such an institution, the duty would have
been cheerfully performed. In the absence of such a call, it is obvi-
ously proper that lie should confine himself to pointing out those pro-
minent features in the act presented, which, in his opinion, make it
incompatible with the constitution and sound policy. A general discus-
sion will now take place eliciting new light, and settling important
principles; and a new Congress, elected in the midst of such discus-
sion, and furnishing an equal representation of the people according to
the last census, will bear to the capitol the verdiet of public opinion,

and, I doubt not, bring this important question to a satisfactory re-
sult.”

1833. General Jackson removed the government
deposits from the bank of the United States. By an
article of the act which established the bank in 1816
it was ordered, “ that the deposits of public money be
made into that bank and its branches, in places in
which the said bank and its branches may be
established, unless the secretary of the treasury shall
otherwise order and direct, in which event the secre-
tary of the treasury is required to give his reasons to
Congress.” The President considered himself justi-
fied by this clause in directing the secretary of the
treasury to remove the deposits, usually amounting to
eleven or twelve million dollars from the bank of the
United States. The Secretary, Mr. Duane, refused to
do so, alleged it would not be legal, unless the bank
were in danger of becoming insolvent; and even in
that case, the secretary was not under the direction of
the President, but should report to Congress. Mr.
Duane was consequently removed from his office, and
another secretary appointed, who immediately carried
the President’s orders into effect. The deposits were
accordingly removed from the bank of the United
States, and placed in the different State Banks. The
bank of the United States was accordingly compelled
to limit its discounts and advances, and this produced
considerable distress. The bank was accused by its
opponents of reducing its accommodation more than
Wwas necessary in order to raise a popular outery against
the President. At the same time, the President
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seemed anxious to introduce a metallic currency, and
the mint was worked with unusual activity.

OPERATIONS OF THE MINT IN 1833.

The coinage effected within the year 1833,amounted
to $3,765,710; comprising $978,550 in gold coins,
$2,769,000 in silver, $28,160 in copper, and consist-
ing of 10,307,790 pieces of coin, viz.

Dol'ars.
Half Eagles......... 193,630 pieces, making ...... 968,510
Quarter Eagles ... 4,160 do. do. ...... 10,400
Half Dollars ...... 5,206,000 do. do. ...... 2,603,000
Quarter Dollars ... 156,000 do. do. ...... 39,000
Dimes.............. 485,000 do. do. ...... 48,500
Half Dimes......... 1,370,000 do. do. ...... 68,500
Cents ...ooceenennnn. 2,739,000 do. do. ...... 27,390
Half Cents ......... 154,000 do. do. ...... 770
Total no. of pieces’ 10,307,790 Total value . 38,765,710

Of the amount of gold coined within the year, about
$85,500 were derived from Mexico, South America,
and the West Indies; $12,000 from Africa; .$868,000
from the gold region of the United States, and about
13,000 dollars from sources not ascertained. o

A great part of the session of 1834 was occupied in
debates connected with the removal of the public
deposits from the bank of the United States, and upon
the embarrassments produced by the consequent pres-
sure upon the money market. The senate took the
side of the bank, and March 26 passed two resolutions.
1. That the reasons assigned by the secretary of the
treasury for the removal of the money of the United
States, deposited in the bank of the United States
and its branches, communicated to Congress on the
4th of December, 1833, are unsatisfactory and insuf-
ficient.” 2. «“ That the President in the late exe-
cutive proceedings in relation to the public revenue
las assumed upon himself authority and powers not
conferred by the constitution and laws, but in
derogation of both.” The House of Represeniatives
took the side of the President, and on April 4, passed
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the following resolutions. 1. « That the bank of the
United States ought not to be re-chartered.” 2.

¢ That the public deposits ought not to be restored to
the bank of the United States.”

The following bills relating to gold and silver coins
were passed in June, 1834.

1. 4 Bill concerning the Gold Coins of the United States, and_for other
purposes.

“Be it enacted by the Senate and House of Representatives of the
United States of America, in Congress assembled, that the gold coins
of the United States shall contain the following quantities of metal ;
that is to say, each cagle shall contain two hundred and thirty-two
grains fine gold and two hundred and fifty-eight grains standard gold ;
cach half eagle one hundred and sixteen grains fine gold, and one hun-
dred and twenty-nine grains standard gold; each quarter eagle shall
contain fifty-eight grains fine gold and 644 grains standard gold ; every
such eagle shall be of the value of ten dollars ; every such half eagle
shall be of the value of five dollars; and every such quarter eagle
shall be of the value of two dollars and fifty cents; and the said gold
coins shall be receivable in all payments, when of such weight, accord-
ing to their said respective values; and when of less than such weight,
at less values, proportioned to their respective actual weights.

¢ Sec. 2. And beit further enacted, that all standard gold and silver
deposits for coinage, after the 31st day of July next, shall be paid for in
coin, under the direction of the secretary of the treasury, within five
days from the making such deposit, deducting from the amount of said
deposit of gold and silver one half of one per centum ; provided, that
no deduction shall be made unless said advance be required by such
depositor within forty days.

¢ Sec. 3. And be it further enacted, that all gold coins of the United
States, minted anterior to the 31st day of July next, shall be receivable
in all payments at the rate of ninety-four and eight-tenths of a cent. per
pennyweight.

¢ Sec. 4. And be it further enacted, that this act shall be in force
from and after the 31st day of July, in the year one thousand eight
hundred and thirty-four.”

2. An Act, regulating the value of certain Foreign Gold Coins, within
the United States.

“Be it enacted, &c. that from and after the 31st day of July
next, the following gold coins shall pass current as money, within the
United States, and be receivable in all payments, by weight, for the
payment of all debts and demands, at the rates following; that is to say,
the gold coins of Great Britain, Portugal, and Brazil, of not less than
twenty-two carats fine, at the rate of 94 cents. and 8-10ths of a cent.
per pennyweight ; the gold coins of France, 9-10ths fine, at the ratc of
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93 cents. and 1-10th of a cent. per pennyweight ; and the gold coins of
Spain, Mexico, and Colombia, of the fineness of 20 carats, 3 grains,
and 7-16ths of a grain, at the rate of 89 cents. and 9-10ths of a cent.
per pennyweight. )

«Sec. 2. And be it further enacted, that it shall be the duty of the
sceretary of the treasury to causc assays of the aforesaid gold coins
made current by this act, to be had at the mint of the United States,
at least once in every year, and to make report of the result thercof to
Congress.”

3. An Act, regulating the value of certain Foreign Silver Coins within
the United States.

“ Be it enactod by the Senate and House of Representatives of the
United States of America, in Congress assembled, that from and after
the passage of this act, the following silver coins shall be of the legal
value, and shall pass current as money within the United States, by
tale, for the payment of all debts and demands, at the rate of one hun-
dred cents. the dollar; that is to say, the dollars of Mexico, Peru, Chili,
and Central America, of not less weight than four hundred and fifteen
grains each, and those restamped in Brazil of the like weight, of not
less fineness than ten ounces fifteen pennyweights of pure silver in the
troy pound of twelve ounces of standard silver; and the five-frane
pieces of France, when of not less fineness than ten ounces and sixteen
pennyweights, in twelve ounces troy welgh't of smndard'sﬂver, and
weighing not less than three lhundred and cighty-four grains cach, at
the rate of ninety-three cents. cach.

¢ Sec. 2. And be it further enacted, that it shall be the duty of .the
sceretary of the treasury to causc assays of the aforcsaid s'ilver coius,
made current by this act, to be had at the mint of the United States,
at least once in every year, and to make report of the result thereof to
Congress.”

Mr. Gallatin had some years before recommended
a ncw coinage, and pointed out its effects in pre-
venting the exportation of the gold coins.

“ We have already adverted to the erroncous value assigned to gold
coins by the laws which regulate the mint of the United States. The
relative value of that metal to silver was, by the law of 1790, fixed
at the rate of 15 to t. 1In England it was at that time at the rate of
15,2 to 1; and it had in France, after an investigation respecting the
market price of both metals, been established at the ratc of 153 to 1,
as early as the year 1785. From that to this time, gold coins have
never been below par in that country, and have gencrally commanded
a premium, varying from one-fifth to one per cent. ; but which, on an
average, has been rather less than one-half per cent.  This ratio in all
those instance~is that of gold to silver coins, but the differcuce is greater
between gold and silver bullion.
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“Tt is evident that our gold coins are under-rated at least four per
cent. The necessary consequence is the disappearance of gold coins,
and their exportation to Europe whenever the exchange will admit of it.
According to that regulation a ten dollar gold coin, or eagle, contains
270 grains of standard gold ; and as the twenty shillings sterling gold
coin, or sovereign, contains 123 —:jl—; grains of gold of the same stan-

dard, about §4,56 in gold coin of the United States, contains a quantity
of pure gold equal to that contained in a sovereign. Allowing one per
cent. for charges and transportation, our gold coins may commence to be
exported to England as soon as the exchange rises to ,§4,61 per pound
sterling, which rate corresponds with nearly 33 per cent. above the
nominal, and three per cent. below the true par, calculating this at the
ratio of near 15,6 to 1, or §4,75 per pound sterling. We find by
the tables of exchange annexed to the report of the secretary of the
treasury, that, with the exception of the year of the embargo, unless
incidentally for a few days, the exchange on London from 1795 to
1811, never rose to §'4,62 per pound sterling, or about four per cent.
above the nominal par; or in other words, that during the whole of
that period, the exchange was constantly favourable to the United
States, having never been higher, with the exception aforesaid, than
two per cent. below the true par. This is the reason why our gold
coins, though underrated, were not exported till the year 1821 ; when
the exchange rose from §4,60 to ,§4,98 per pound sterling; and our
gold coins began to be exported, a premium of one-half per cent. upon
them being given, when the premium on the nominal par of exchange
was five per cent., corresponding to an exchange of near §4,67 per
pound sterling. From that time to the end of the year 1829, the
exchanges have, with few short exceptions, been unfavourable to the
United States ; and the exportation has continued, not only during that
period, but also during the last nine months, though the exchange has
this year been but little, if any, above the true par. It is perfect]
clear, that, whilst our gold coins are thus underrated, they will be
exported, whenever the exchange rises above §4,61 to §4,64 per
pound sterling ; and that if rated according to the true or approximate
relative value of gold to silver, they would not be exported to En-
gland till the exchange had risen to at least §4,80 to £4,83, or more
than one per cent. above the true par.

¢ The importance of preserving a permanent standard of value is
the leading principle which we have tried to enforce in this paper ; and
it is for that express purpose that we consider an alteration in the mint
regulations, which alone can bring gold into circulation, as absolutely
necessary. The rate heretofore adopted had its origin in a mistake,
and was not at all intended for the purpose of excluding gold. It did
not produce that effect for thirty years, on account of the favourable
rate of exchanges. To persist In 1t, now that experience has shewn the
evils it produces, and amongst others the undeniable exportation of
gold, and of gold coins, at a time when the exchanges may be three
per cent. under the true par, instead of being adherence to the original
plan, is an obvious deviation from its avowed object.”
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Condition of the bank of the United States, Nov. 1,
1834.

LIABILITIES.
Dollars.
Notes in circulation ............ e 15,968,731 90
Deposit to the credit of the Treasury ...... 429,465 07
Do. Public Offices ..........ocevvvinnns 1,837,168 66
Private Deposits  ......cooovniiinieiiiinnn (:’,74-1,752 24
Capit] SEOCK ..vvvveeerereerereeecsieceiienaan 35,000,000 00
Total Liabilities............ 59,977,117 87
RESOURCES.
To meet the foregoing, the bank lhas the following resources,
viz i —
Tollars.
DiISCOUNLS +oeninrerinenrrnereaeeiaeninieiians 34,667,828 24
MOTEZAZES .vvvveeervrnnnreeeiiiirenieeinieae 87,591 29
Domestic Bills ..o 11,086,373 07
Foreign Bills .....ovvvviiiei, 2,727,782 11
Real Estate......cccovvuviviiiennanii. 3,024,788 45
Due from State Banks .........ocevvviennnnnn. 427,102 89
SPeEIL. ..evan i iiiii e 15,910,045 31
Total resources .................. 67,931,511 36
Showing a surplus of resources over liabi-

lities of ooovveiiiiii 7,951,393 49

In his address to Congress, delivered Dec. 1, 1834,
General Jackson referred to the bank of the United
States in the following terms:

« Circumstances make it my duty to call the attention of Congress
to the bank of the United States. Created for the convenience of
the government, that institution has become the scourge of the pe9ple.
1ts interference to postpone the payment of a portion 9f the national
debt, that it might retain the public money appropriated for _that
purpose to strengthen it I a political contest—the extraordinary
extension and contraction of its accommodations to the community—
its corrupt and partisan loans—its exclusion of the public directors
from a knowledge of its most important pl'occedlpgs—the \.m]m}ited
authority conferred on the President to expend its funds in hiring
writers and procuring the execution of printing, and the use made of
that authority—the retention of the pension money and books, after
the sclection of new agents—the groundless claim to heavy damages,
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in consequence of the protest of the bill drawn on the French govern-

ment, have, through various channels, becn laid before Congress. Im-

mediately after the close of the last session, the bank, through its presi-

dent, announced its ability and readiness to abandon the system of
unparalleled excitement, and the interruption of domestic exchanges,

which it had practised upon from the Ist of August, 1833, to the 30th

of June, 1834, and to extend its accommodations to the community.

The grounds assumed in this annunciation amounted to an acknow-

ledgment that the curtailment, in the extent to which it had been car-

ried, was not necessary to the safety of the bank, and had been per-

sisted in merely to induce Congress to grant the prayer of the bank in

its memorial relative to the removal of the deposits, and to give it a

new charter. They were substantially a confession that all the real

distresses which individuals and the country Liad endured for the pre-

ceding six or eight months had been needlessly produced by it, with

the view of effecting, through the sufferings of the people, the legisla-

tive action of Congress. It 1s a subject of congratulation that Congress

and the country had the virtue and firmness to bear the infliction; that

the energics of our people soon found relief from this wanton tyranny

in vast importations of the precious metals from almost every part of
the world; and that at the close of this tremendous effort to control
our government the bank found itself powerless, and no longer able to

loan out its surplus means.  The community had learned to manage its

affairs without its assistance, and trade had already found new auxili-

aries; so that on the 1st of October last the extraordinary spectacle

was presented of a national bank, more than one-lalf of whose capital

was either lying unproductive in its vaults, or in the hands of foreign

bankers. To the needless distresses brought on the country during the

last session of Congress has been added the open seizure of the divi-

dends on the public stock, to the amount of 170,041 dollars, under

pretence of paying damages, costs, and interests upon the protested

French bill.  This sum constituted a portion of the estimated revenues

for the year 1834, upon which the appropmations made by Congress

were based. It would as soon have been expected that our collectors

would seize on the customs, or the receivers of our land offices on the

monies arising from the sale of public lands, under pretences of claims .
against the United States, as the bank would have retained the

dividends.

“ That the money had not technically been paid into the treasury
does not affect the principle intended to be established by the consti-
tution. The executive and judiciary have as little right to appropriate
and expend the public money without authority of law, before it is
placed to the credit of the treasurer, as to take it from the treasury.
In the annual report of the secretary of the treasury, and in his cor-
respondence with the president of the bank, and the opinion of the
attorney-general accompanying it, you will find a further examination
of the claims of the bank, and the course it has pursued.

‘It seems due to the safety of the public funds remaining in that
bank, and to the honour of the American people, that measures ba
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OPERATIONS OF THE MINT IN 1834.

According to the Ieport of Samuel Moore, the late Director, dated
January 1, 1835.

“ The coinage effected within that period [1834]
amounts to 7,388,423 dollars; comprising 3,954,270
dollars in gold coins; 3,415,002 dollars in silver;
19,151 dollars in copper ; and consisting of 11,637,643
pieces of coin, viz.

Dollars,

Half Eagles ............ 732,169 picces, making 3,660,845
Quarter Eagles ......... 117,370 do.  do. 293,425
Half Dollars ............ 6,412,004 do. do. 3,206,000
Quarter Dollars ......... 286,000 do. do. 71,500
Dimes ......ccoeeiinnnn 635,000 do. do. 63,500
Half Dimes ............ 1,480,000 do.  do. 74,000
Cemts....ccoevvecinnninnns 1,855,100 do.  do. 18,551
Half Cents ............ 120,000 do. do. 600

11,637,643 7,388,423

¢ The deposits of gold within the past year have amounted, in round
numbers, to 4,389,000 dollars; of which about 1,067,000 dollars con-
sisted of coins of the United States, issued previously to the act of 28th
of June, establishing a new ratio of gold and silver: about 838,000
dollars were derived from the gold regions of the United States;
225,000 dollars from Mexico, South America, and the West, Indies;
2,180,000 dollars from Europe ; 12,000 dollars from Africa; and 9,008
from sources not ascertained. Of the amount received from Europe,
about four-fifths were in foreign coins.

“ The coinage of gold under the new ratio commenced on the Ist
day of August, the earliest period permitted by the act. In anticipa-
tion, however, of a change in the legal valuation of gold, it had been
considered proper to suspend the comage of all deposits received after
the Ist of June. Previously to this period, the sum of §383,545 had
been coined, so that of the above amount of the gold coinage for the
past year, $3,570,725 consist of coins of the new standard. This
amount, however, is the result of the operations of the mint, during
only five months of the year, corresponding to an amount, for a full
year, of about 8% millions in gold. Within the same period, the coin-
age of silver was regularly maintained at the average rate of the whole
year, making a general result of both gold and silver corresponding to
a yearly coinage of nearly %'12,000,000.

¢ The amount in gold in the vaults of the mint on the 1st of August,
was $468,500 : the amount now remaining in the mint uncoined is
$435,000; no part of which was deposited earlier than the 9th of
December. The amount of silver remaining in our vaults for coinage,
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is, in round numbers, $475,000; no part of which was deposited
earlier than the 20th of November.

“ The amount of silver coined within the pact year, it is satisfactory
to state, has excceded by about a quarter of a million the silver coinage
of any previous year ; while the gold coinage has exceeded the aggre-
gate coinage of gold during the nine preceding years, from 1825 to
1838, inclusive.

“ The influx of silver during the past year having very considerably
exceeded the amount contemplated in the estimates for the year, occa-
sioned, during a large portion of that period, an unusual retardation in
the delivery of coins; and the amount of deposits has no doubt been
restrained, to some extent, by this consideration.

OPERATIONS OF THE MINT IN 1835.

¢ The coinage executed during the year 1835, has
amounted to $5,668,667, comprising $2,186,175 in
gold coins, .$3,443,003 in silver, and 39,489 in
copper; and composed of 15,996,342 picces of coln,

V1Z.
Dollate

Hzlf Eagles ............ 371,534 pieces, making 1,857,670
Quarter Eagles ......... 131,402  do. do. 328,505
Half Dollars ............ 5,352,006 do. do. 2,676,003
Quarter Dollars ......... 1,952,000 do. do. 488,000
Dimes .....ooiinne. 1,410,000 do. do. 141,600
Half Dimes ............ 2,760,000 do. do. 138,000
Cents....cooovvviiiinnn, 2,878,400 do.  do. 38,784
Half Cents ............ 141,000 do.  do. 705

15,996,342 5,668,667

¢ The deposits of gold within the year have amounted, in round
numbers, to ,$1,845,000, of which $698,000 was from bullion
derived from the gold mines in the United States.

¢ The amount of gold bullion in the vaults of the mint at the end
of the year, was §77,880, all of which was deposited in December.
The amount of silver bullion in the vaults was ,$780,600, all of which
was deposited in November and December.

“ The amount of gold coinage is less than that of 1834 by
F1,768,095. This difference has arisen, in part, from the recoinage
of American gold of the former ratio, which amounted, in 1834, to
$1,067,000, and in 1835, to only §160,000.

¢ The silver and the copper coinages are greater than in any former
year, and the whole number of pieces struck exceeds that in any
former year by more than four millions.

“ In consequence of an unusual demand for small silver coins, the
amount of this coinage, for the last year, has been so great as nearly
to equal the whole of that for the four vears preceding.

D
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¢ Measures have been taken recently, and are now in progress, for
introducing improvements in the processes and machinery of the
mint, by which it is believed that the efficiency of the establishment
may be much increased. Herctofore the milling and coining have
been done exclusively by human labour. New machines are nearly
completed by which these operations will be exceuted with stcam
power. The humid assay for silver lLas been successfully introduced,
and new arrangements for the assay by fire are about to be com-
menced.

“ Amount of Gold received annually from the Gold Region of the United
States, from 1824 to 1835, inclusive.

§ Virginia. N‘li(;:o- S.liC“e::o- Georgia. Tes:xe]es- Alabama, Ccﬁ‘:ﬁ::;] Total.
o — ’ y
Dollars, { Dollars. Dollars. Dollars. | Dollars.| Dollars, | Doilars. | Dollars.
1824} — 5,000 —_ — —_ — —_ 5,000
1825 — 17,000 — - —_— —_ — 17,000
1826] — 20,000 -— —— —_ — — 20,000
1827 — 21,000 — —_ — —_ —_ 21,000
1828 -— 46,000 — —_ —_ —_— —_ 46,000
1829 2,500; 134,000 3,500 — —_ —_ —_ 140,000
1830] 24,000]{ 204,000, 26,000{ 212,000 — _— — 466,000
1831} 26,000| 294,000 22,000] 176,000{ 1,000 1,000 —_ 520,000
1832 34,000, 458,000] 45,000 140,000, 1,000 —_— — 678,000
1833| .04,000] 475,000{ 66,000{ 216,000, 7,000 — _— 868,000
1834; 62,000 380,000, 38,000] 415,000{ 3,000 —_ —_ 898,000
1835 60,400] 263,500 42,400/ 319,900 100 — 12,200 698,500
312,900{2,317,500; 242,900{1,478,900]12,100 1,0001 12,200)4,377,500

“ American Almanack, 1837.7

1836. The charter of the Bank of the United
States expired in this year. A new charter was
however obtained from the State of Pennsylvania,
authorizing the bank to carry on business in that
state. The bank also obtained permission to continue
their agencies in some of the other states. Though
it retains the title of “ Bank of the United States,”
yet it is not chartered by Congress, it is no longer
the bank of the government; it has no longer the
power to establish branches in the various states
without their consent, and it must be subject to such
laws or taxes as the respective states may impose.

The following are stated in an American paper, to
be the terms on which the bank obtained its charter
from the State of Pennsylvania.
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Tt is proposed to say a few words about the Bank of the United
States, and the efforts which certain persons are making to disturb
the country about it. The whole matter is simply this :—

“ There was a bank called the Bank of the United States, chartered
by Congress, but fixed in Pennsylvania, and managed principally by
Pennsylvanians. The charter was about to expire on the 4th of
March, 1836, and the directors had nearly completed their arrange-
ments for closing its concerns.

¢ They made no application to the legislature of Pennsylvania or
to any other legislature for the re-charter of the bank.

¢ But while they were going on quietly winding up the institution,
an official application was made by the Legislature of Pennsylvania to
the bank, to know whether the stockholders of the bank would
accept a charter from Pennsylvania. A joint letter from the committee
on banks, and the committee of ways and means of the House of
Representatives of Pennsylvania, was addressed to the President of
the bank, inquiring whether the stockholders of the bank would agree
to a re-charter by Pennsylvania.

% The answer was, that upon certain terms it would be accepted.
The legislature and the governor accordingly passed a bill for re-
chartering the bank, on payment of certain sums.

“ This was sent to the stockholders to know whether they would
take it. They agreed to take it, and there—both contracting parties
having bound themselves—the matter was closed.

¢ The state acted very wisely in all this. It made a good bargain.
It made what in common life is called a hard bargain.

Tt gained a bonus of ..........cooiiiiiin. $4,500,000
Subscriptions to internal improvement  ...... 675,000
To which the bank has voluntarily added ... 560,000

And a privilege of obliging the bank to make
loans always of 6,000,000 at 4 per cent.,
and 1,000,000 at 5 per cent., making a gain
equal to.. ... 620,000

Making a total of .................. 56,355,000

Besides retaining within the state, loans from the bank which at present
amount to nearly §20,000,000, employed in advancing every branch
of its home industry.

¢ The stockholders would not have accepted the charter but for two
reasons. First, they had reserved funds out of their old earnings
which went far to pay these heavy charges; and second, they were
themselves Pennsylvanians, and they were anxious to give to their
state the advantage and the credit of converting to its own benefit the
mass of capital about to be dispersed.

“ The advantage of the contract was to the state, not to the bank.
The favour, if there was any, was done to the state by the bank—not
to the bank by the state.

“ For all these benefits the state in retwrn gave absolutely nothing.
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They merely furnished what i cailed a charter ; it s, they wid
that these stockholders should be culled the bank of the United
States, and be able to suc for their debt—a convenicnce this in
managing their capital, but adding not a dollar of advantage to that
capital, any more than the mere piece of tape which is uscd to tic up
a bundle of notes gives value to the notes.

“ The vemarkable part of it is, that the charter is not at this
moment worth the money paid for it. If the state would refund that
money, a charter just as good could be had for one-fourth of the sum
in other states—and the funds withdrawn from Pennsylvania might be
much more profitably employed clsewherc. )

« But the bank has made the bargain, and will stand by it. The
state too, the honest, sober part of the community, are perfectly
satisfied.”

In his farewell address to Congress, delivered Dee.
6, 1836, the President thus adverts to the bank of
the United States :

« Tt was in view cf these cvily, togetlier with the dangerous power
wiclded by the bank of the United States, and its repugnance to our
constitution, that I was induced to exert the power conferred upon mie
by the American pecple, to prevent the continuance of that institution.
But, although various dangers to our republican institutions have been
obviated by the failure of that bank to extost from the government
renewal of its charter, it is obvious that little has been acc.omphbhed,
except a salutarv change of public opinion, towards restoring to the
country the sound currency provided for in the constitution. In the
acts of several of the states prohibiting the circulation of smnall notoes,
and the auxiliary enactments of Congress at the last session forbidding
their reception or payment on public account, t}.le true policy of the
country has been advanced, and a larger portion of the precious metals
infused into our circulating medium. These measures will probably
be followed up in due time by the enactment of state laws, banishing
from circulation bank notes of still higher denominations; and t.he
object may be materially promoted by further acts of Congress, forbid-
ding the cmployment, as fiscal agents, of such banks as continue to
issue notes of low denominaiions, and throw impediments in the way
of the circulation of gold and silver. .

« Expericnce continues to realize the expectations entertained as to
the capacity of the states’ banks to perform the duties of fiscal “agents
of the governmient ; at the time of the removal of the deposits it was
alleged by the advocates of the bank of the United States, that the
state banks, whatever might be the regulations of the (reasory depart-
ment, could not make the transfers required by the government, or
negotiate the domestic exchanges of the couniry. It is now well
ascertained that the rezl domestic exchanges performed through
discounts, by the United States’ Bark and its twenty-five branches,
were at least one-third less than those of the deposit banks for an
equal period of time; and if a comparison be instituted between the
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amounts of service rendered by these institutions, on the broader basts
which has liecn used by the advocates of the United States’ Bank, in
cstimating what they consider the domestic exchanges transacted by i,
the result will be still more favourable to the deposit banks.

“ The whole amount of public monev transferred by the bank of
the United States in 1832, was 16,000,000 dollars. The amount
transferred and actually paid by the deposit banks in the year ending
the first of October last, was 39,319,899 dollars; the amount trans-
ferred and paid between that period and the 6th of November
5,399,050 dollars, ond the amount of transfer warrants outstanding on
that day, was 14,450,060 dollars ; making an aggregate of 59,168,895
dollars. These enormous sums of money first mentioned lave becn
transferred with the greatest promptitude and regularity, and the rates
at which the exci..nge have been negotiated previously to the passage
of the deposit act, were generally below those charged by the Bank of
the United States. Independent of these services, which are far
greater than those rendered by the United States Bank, and its twenty
five branches, a number of the deposit banks have, with a commen-
dable zeal to aid in the improvement of the currency, imported from
abroad, at their own expense, large sums of the precious metals for
coinage and circulation.

¢ It will be seen by the report of the secretary of the treasury and
the accompanying documents, that the bank of the United States has
made no payment on gceount of the stock held by the government in
that institution, although urged to pay any portion which might suit
ils convenience, and that it has given no information when payment
may be expected. Nor, although repeatedly requested, has it furnished
the information in relation to its econdition, which Congress authorised
the secrctary to collect at their lact session; such measures as are
within the power of the executive have been talen to ascertain the
value of the stock, and procure the payment as early as possible.

“ The conduct and present condition of that bank, and the great
amount of capital vested in it by the United States, require vour
careful atlention. Its charter expired on the third day of March last,
and it has now 1o power hut that given in the twenty-first section,  to
use the corporate name, style, and capacity, for the purpose of suits
for the final settlement and liquidation of the affairs and accounts of
the corporation, and for the sale and disposition of their estate, real,
personal, and mixed, but not for any other purpose, or in any other
manner whatsoever, nor for a period exceeding two years after th:
expiration of the said term of incorporation.” Before the expiration
of the charter the stockholders of the bank obtained an act of incor-
poration from the legislature of Pennsylvania, excluding only the United
States. Instead of proceeding to wind up their concerns, and pay over
to the United States the amount due on account of the stock held by
them, the president and directors of the old bank appeared to have
transferred the books, papers, notes, obligations, and most of all of its
property to this new corporation, which entered upon business as a
continuation of the old concern. Among other acts of questionable
validity, the notes of the expired corporation are known to have been
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used as its own, and again put in circulation. That the old bank had
no right to issue or re-issue its notes after the expiration of its charter,
cannot be denied, and that it could not confer any such right on its
substitute, any more than exercise it itself, is equally plain. In law
and honesty, the notes of the bank in circulation, at the expiation of
its charter, should have been called in by public advertisement, paid up
as presented, and, together with these on hand, cancelled and de-
stroyed. Their re-issue is sanctioned by no law, and warranted by no
necessity. If the United States be responsible in their stock for the
payment of those notes, their re-issue by the new corporation, for their
own profit, is a fraud on the government. If the United States is not
responsible, then there is no legal responsibily in any quarter, and it is
a fraud on the country. They are the redeemed notes of a dissolved
partnership, but, contrary to the wishes of the retiring partner, and
without his consent, are again re-issued and circulated.”

The establishment of a National Bank being a
strong party question in America, it naturally became
connected with the contest for the office of President;
and a letter was written by the Hon. Martin Van
Buren, the successful candidate, upon the subject.
The following are extracts:

“You next ask, whether I will sign and approve (if it becomes
necessary to secure and save from depreciation, the revenue and
finances of the nation, and to afford a sound uniform currency to
the people of the United States) a bill (with proper modifications and
restrictions) chartering a bank of the United States.

¢ In the published letter of Mr. Butler to Mr. Garland, which has
already been referred to, he thus states my opinions upon the subject
of the bank :—* Mr. Van Buren’s opinions in regard to the Bank of
the United States, were expressed in the Senate of the United States
in 1828 ; repeated in his letter to the Shocco-Springs commuttee,
whilst a candidate for the Vice-Presidency, and have been so freely
uttered by him, that there cannot, I think, be occasion to say much
upon the subject. But to close the door to cavil, T state,—1st. That
he holds that Congress does not possess the power to establish a
nationa] bank in any of the states of the union, nor to establish, in
such states, the branch of any bank located in the district of Colombia ;
and, 2nd. That he is therefore decidedly opposed to the establishment
of a national bank in any of the states; and is also opposed to the
establishment of any such bank in the district of Colombis, as un-
necessary and inexpedient, and as liable to a great proportion of the
abuses which have, in his opinion, been practised by the existing bank.”

“But whilst I so confidently entertain, and so readily promulgate
these sentiments, in regard to the want of power to establish in any of
the states a national bank, I am at the same time equally desirous
that it should be fully understood that I am decidedly opposed to the
creation of any such institution in the district of Colombia. I do not
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believe that any national bank, there or elsewhere, is necessary to
secure either of the advantages to which your question has reference.
The principal grounds relied upon by the advocates for a bank, to
establish its utility and necessity, as I understand them, are,—

“1st. That such an institution is necessary for the transmission and
safe keeping of the public monies. )

“2nd. To secure a safe, cheap, and convenient system of domestic
exchange ; and

“3rd. To make and preserve a sound currency.

¢ The limits of this letter will not admit of a full discussion of these
points, but I cannot refrain from referring to & few of the facts which
belong to them.

¢ The official reports of the secretary of the treasury shew first, that
the average amount of money annually transferred by the Bank of the
United States from 1820 to 1823, was from ten to fifteen millions of
dollars ; and the amount transferred by the deposit banks, from June
1835 to April 1836, or about ten months, over seventeen millions of
dollars. In both cases the operation has been without loss, failure, or
expense. And it farther appears, from the same source, that at no
previous period has the safety of the public monies been more carefully
or securely provided for. An examination of the official documents
will, I am well satisfied, fully sustain these positions. What founda-
tion, then, was there for the assumptions, upon this part of the
subject, which were put forth with so much solemnity, and insisted
upon with so much earnestness, in the carly discussion upon the
subject of the bank? If so much has been done in this respect,
whilst the substituted agency has had to contend with the most power-
ful opposition that was ever made upon any branch of the public
service, what may we not expect from it now, when it has received
legislative sanction—and if there be not gross dereliction of faith and
duty—when it must also receive the support of all parties.

¢ Inregard to domestic exchanges, the following facts are established
by the same authentic source, namely, that the amount of domestic
exchanges, performed at the last returns by the deposit banks, exceed
thirty-five millions of dollars, and at no return, for many months, has
it been less than twenty-five millions; which, at an average of thirty
millions at each return, would be in a year one hundred and eighty
millions, if each bill of exchange run on an average sixty days. On
the contrary, the amount of domestic exchanges performed by the
United States Bank, did not for many years equal twenty millions at
any one return, and seldom exceeded it ; being quite one-third less than
what is now done by the deposit banks. It further appears that these
exchanges have in many cases been effected at lower rates by the
deposit banks than by the United States Bank. Indeed, can it be
doubted that even if there was not a single bank, state or national, in
the country, it would nevertheless be quite easy to place its domestic
exchanges upon an advantageous and safe footing, so long as there is
a sufficiency of solid capital to be employed in the business. From
the nature of the thing itself, and from the experience of Europe, we
may be assured that the profit and necessities of trade would invite
and obtain ample facilities for the business of exchange from other
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sources, so loug as the commercial community, with one accord, desire
to see it successfully carried on, and assist in good faith in effecting it.

 Lastly, the currency. The proportion of our whole cireulating
medium that was composed of the notes of the bank of the United
States, during the existence of that ins.tltutlon, was ryuch smaller than
was generally supposed. The calculation of the United States Bank,
as I am informed, ranged, for some years before it expired, at about
twenty millions, often below that amount, which was not over one-
fourth of the paper circulation of the United States. Some think it
has been less than one-fifth. The great mass of the business of the
country was therefore even carried on, so far as money was employed
in it, by means of the notes of statc banks and specie. The beneficial
effects that were claimed to be rendered by that institution in respect
to the currency, consisted,—

¢ 1st. In supplying bills that were current throughout the Union;
and

“2nd. The «alutary effects of its supervision over the state banks,
in preventing over-issues, and compelling them to keep on hand larger
supplies of specie for the redemption of their notes.

“ The transactions in which 1t became necessary, or was usual, to
carry bank notes from one state to another, were very limited in their
amounts—large sums being then, as they are now, and ever will be,
transmitted through the medium of bills of exchange. It will not even
now, I think, be seriously denied, that the increase of the gold coinage,
and the facilities of getting that species of coin, together with the
large denomination of notes issued by the leading state banks, are
abundantly sufficient for those purposes, and that they can be quite as
conveniently emploved in them.

« As to the beucfits alleged to have been rendercd by the bank of
the United States, in checking excessive issues by the state banks, and
compelling them to maintain an adequate supply of specie,—whilst by
no means disposed to undervalue them, I yet think the same objects
can be accomplished, not only without the ageucy of any such institu-
tion, but to a much greater and more useful extent without than with
it :—provided a proper policy be pursued by the federal and state
governments ; by the former, through the mint and treasury depart-
ment ; by the latter, by suppressing small !)1115, by discouraging the
extension of the paper system, and by subjecting existing banks to
wholesome restraints and to a rigid supervision,

« Three additional mints have been established, and the President
is authorized by the deposit bill to keep them amply supplied with
bullion ; aud the secretary of the treasury is empowered to require an
increase of specie in any deposit bank, and is restricted from employing,
as an agent for the government, any state bank which issues bills
under the denomination of five dollars. By another general law, the
notes of such bauks are prohibited from being received for debts due
to the United States of any description ; and it has also been provided
by law, that no note shall hereafter be offered in payment by the
United States or post office department of a less denomination than
ten dollars, and after the third day of March next of a less denomination
than twenty dollars, nor any note of any denomination, which is not
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pavalle and paid on demand in gold and silver at the place where
issued, and wlich should not be equivalent to specie at the place
where offered, and convertible upon the spot into gold and silver, at
the will of the holder, and without loss or delay to him. Nor have
the states lagged belund in their efforts to improve the currency by
infusing into it a greater proportion of the precious metals. Already
arc the issuing of bills under the denomination of five dollars pro-
hibited by the states of Pennsylvania, Maryland, Virginia, Georgia,
Tennessce, Louisiana, North Carolina, Indiana, Kentucky, Maine, New
York, New Jersey, and Alabama, and of one and two dollars by
Connecticut. liat this policy will Lecome general, and gradually
extended, cannot be doubted. To what precise extent it may be
carried with advantage to the country, will be decided by time,
experience, and judicious observation. Evasions of it may for a
season take place, and some slight inconveniences arise from the
change, but they will both be temporary. The union committee of
the city of New York, confessedly combining some of the best
business talents of our great commercial emporium, regarded it as an
improvement of the currency of great importance to all classes of the
people. Legislative bodies bave shewn great unanimity in its favour.
¢ is approved by the people, and must prevail.

¢ Sincerely believing, for the rcasons which have just been stated,
that the public funds may be as safely and conveniently transmitted
fromn one portion of the Union to another, that domestic exchange can
be as successfully and as cheaply effected, and the currency be rendered
at Jeast as sound under the existing system, as those objects could be
accomplished by means of a national bank, [ would not seck a remedy
for the evils to which you allude, should they unfortunately occur,
through such a medium, even if the constitutional objcction were not
in the way.”

By a report recently made by the auditor-general
to the Pennsylvanian legislature, the following are the
principal items in the condition of the new bank of
the United States,

Dollars.
Capital ..o 35,000,000
Notes in cirenlation .............coeeviiininennnn. 36,620,420
Deposits.................... 2,194,231
Notes of other banks.... . 19,078,796
Specie oviviivei .. 5,079,460
Debts owng by other banks ... 81,553,035
Bills discounted................coeeeiiiinil ... 56,389,253
Unclaimed dividends 241,900
Coentingent Fund 1,695,105

Real Estate ............. 315,214
80,755,561
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SECTION IIL
THE STATE BANKS.

The Bank of the United States was founded by
Congress, but all the other banks derived their char-
ter from the government of the states in which they
are established. They are all joint-stock companics,
as no private banking is allowed. The chartered
banks are subject to various restrictions, according to
the enactments of the different states; and their re-
strictions are often such as are unknown in this coun-
try. Generally no shareholder is answerable for the
debts of the bank beyond the proportionate amount
of his shares. In some cases the government retains
the option of subscribing an additional number of
shares, and of appointing a corresponding number
of directors. And in others, the banks are under
obligation to advance a certain sum to the govern-
ment whenever required. Some states have laid a
tax of ten per cent. on the dividends paid on the
stock of each bank. The banks are sometimes re-
stricted not to incur debts beyond a certain proportion
to their capital; and in all the states the banks are
now required to make periodical returns to the
government.

I. The business of the States Banks.

¢ The business of all those banks consists, in receiving money on
deposit, in issuing bank notes, and in discounting notes of hand or bills
of exchange. A portion of the capital is sometimes vested in public
stocks, but this is not obligatory, and in this they differ essentially
from the Bank of England.

“ Whenever therefore an American bank is in full operation, its
debts generally consist, 1st. to the stockholders of the capital; 2nd.
to the community, of the notes in circulation, and of the credits in
account current, commonly called deposits ; and its credits, 1st. of dis-
counted notes or bills of exchange, and oceasionally of public stocks.
2. Of the specie in its vanlts, and of the notes of, and balances due by,
other banks. 3. Of its real estate, cither used for banking purposes
or taken in payment of debts. Some other incidental items may some-
times be introduced ; a part of the capital is occasionally invested in
road, canal, and bridge stocks, and the debts sccured on judgments,
or bonds and mortgages, arc generally distinguished in the official
returns of the banks.”—Gallatin.
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I1. The following is a list of all the State Banks in
operation on the Ist of January, 1830.—(From Mr.
Galatin.)

Capital Capital
MASSACHUSETTS. Falmouth - - - 100,000
Massachusetts - - 800,000 | Farmers - - - 100,000
Union - - - 800,000 | Franklin, (Boston) - 100,000
Pheenix - - - 200,000 | Franklin, (Greenfield)- 100,000
Gloucester - - 120,000 | Globe - - - 1,000,000
Newburyport - - 210,000 | Hampden - - - 100,000
Beverly - - - 100,000 | Hampshire Man. - 100,000
Boston - - - 900,000 | Housatonic - - 100,000
Salem - - - 250,000 | Leicester - - - 100,000
Plymouth - - - 100,000 | Lowell - - - 100,000
Worcester - - 200,000 | Man. & Mech.s (Nan-
Marblehead - - 120,000 tucket) - - - 100,000
Pacific - - - 200,000 { Mendon - - - 100,000
State - - - 1,800,000 | Mercantile - - 200,000
Mechanics - - - 200,000 | Mercht. (New-Bedford) 250,000
Merchants, (Salem) - 400,000 | Millbury - - - 100,000
Taunton - - - 175,000 | Norfolk - - - 200,000
New-England - - 1,000,000 | North Bank - - 750,000
Hampshire - - 100,000 | Oxford - - - 100,000
Dedham - - - 100,000 | Sunderland - - 100,000
Manuf.&Mech’s.(Boston) 750,000 | Sutton - - - 75,000
Springfield - - 250,000 | Washington - - 500,000
Lynn Mechanics - 100,000 —_—
Merrimack - - 150,000 66 Banks 20,420,000
Pawtucket - - 100,000 —_—
Suffolk - - - 750,000 MAINE.
Commercial, Salem - 300,000 | Portland - - - 200,000
Bedford Commercial - 250,000 | Saco - - - 100,000
Agricultural - - 100,000 | Cumberland - - 200,000
American - - - 750,000 | Bath - - - 100,000
Andover - - - 100,000 | Lincoln - - - 100,000
Asiatic - - - 850,000 | Augusta - - - 100,000
Atlantic - - - 500,000 | Kennebunk - - 100,000
Barnstable - - 100,000 | Gardiner - - - 100,000
Blackstone - - 100,000 | Waterville - - 50,000
Brighton - - - 150,000 | Bangor - - - 50,000
Bunker Hill - - 150,000 | Casco - - - 200,000
Cambridge - - 150,000 | Canal - - - 300,000
Central - - - 50,000 | Manufacturers - - 100,000
City - - - 1,000,000 | Merchants - - 150,000
Columbian - - 500,000 | South Berwick - - 50,000
Commonwealth - - 500,000 | Thomaston - - 50,000
Danvers - - - 120,000 | Union - - - 50,000
Eagle - - - 500,000 | Vassalborough - - 50,000
Exchange - - - 300,000 _—
Fall River - ~ - 200,000 18 Banks 2,000,000
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Capilal.

NEW- HAMPSHIRL

Urion -

Concord, Lowcr)
Portsmouth -
Excter - -
Strafford - -
Cheshire - -
New-Hampshire
Rockingham -
Commercial -
Piscataqua -
Dover - -
Merrimack Co. -
Farmers - -
Winnepisogee -
Pemigewasset -
Grafton - -
Claremont -
Connecticut River

18 Banks
VERMONT.

Burlington -
Wmdsor - -
Brattleborough -
Rutland - -
Montpelier -
St. Albans -
Caledonia - -
Vergennes -
Orange County -
Bennington -

¥

10 Banks

150,000
80,000
1 U(),OOO
100,000
100,000
100,000
165,500
100,000
100,0C0
150,000
128,070
100,000
63,000
83,100
50,000
100,000
60,000
60,000

1,791,670

63,000
80,000
50,000
60,000
30,000
20,000
30,000
30,000
29,625
40,000

432,625

RHODE ISLAND.

Providence -
Rhode Island -
Exclange - -
Buistol - -
Washington -
\Varren -
Smithfield Umon
Newport - -
Roger Williars -
Rliode Island Union

Nuragansett -

Commercial (Dristol) -

Manufacturcrs -

500,000
100,000
500,000
150,000
75,000
105,350
60,000
120,000
499,950
250,000
50,000
150,000
220,000

Capilal,
Union (Providence) - 506,000
Pautuxet - - 87,858
Bunillville (Arrru, and

Mang.) - 37,360
Cranston - - - 25,000
Eagle (Providence) - 300,000
Tiagle (Bristol) - - 50,000
Frauklm - - - 88,000
Frecman’s - - - 67,000
Kent - - - 20,000
Landholders - - 50,000
Merchauts (Newport)- 50,000
Merchants (Providence) 500,000
N. N. Commercial

(Newport) - - 75,000
Pheenix (Westerly) - 42,000
R. I. Central - - 66,275
Scituate - - - 15,660
Warwick - - - 20,000
Bank of N. America - 100,000
Mechanies - - - 394,600
Mechanics and Mang.

Prov.) - - - 103,990
Iigh St. Bank - - 70,000
Smithfield Exchange - 60,000
Village Bank - - 40,000
Smithficld Lime Rock - 100,100
Cumberland - - 65,750
R. I. Agricultural - 50,000
Mount Vernon - - 40,000
N. E. Pacific - - 83,750
Union (Bristel) - - 49,000
Hope (Warren) - - 100,060
North Kingston - - 44,485
Centreville - - 25,000
Woonsocket Falls - 51,260
Mount Hope (Bristol)- 75,000

47 Banks 6,158,397

CONNECTICUT.

New London - - 146,437
Norwich - - - 150,000
Hartford - - - 1,252,900
Phenx - - - 1,218,500
Bridgeport - - 100,000
Union (New-Loz.don - 100,000
Windham Co. - - 104,390
Thames - - - 153.500

BANKING

Fairfield Co. - -

Capilal,

17 m,OOx)

N

Mechanies of N. Haven 333,350
Middletown - - 400,000
New Haven - - 33{),6()()
Stomington - - 53,000
15 Banks 4,483,177
NEW-YOiK.
State Bank at Albany - 369,000
Geneva - - - 400,000
Utiea - - - 500,000
Mecl's and Farmers,

Albany - - - 312,000
Catskill - - - 110,000
Phenix - - - 500,000
New-York - - 1,600,000
Merchants - - 1,490,000
Mechanies - - - 2,000,000
Farmers, (Troy) - 278,000
Albany - - - 240,000
Mohawk - - - 165,000
Union - - - 1,000,000
America - - - 2,031,200
City Bank - - - 1,000,000
Troy - - - 352,000
Ontario - - - 500,000
Chenango - - - 100,000
Middle District - - 406,153
Auburn - 184,000
Central (Cherry Vallev) 86,000
Jefferson County - 74,000
Tradesmens - - 480,000
Dry Dock Co. - - 200,000
North River - - 500,000
Commercial - - 225,000
Duchess County - - 175,000
Rochester - - - 250,000
Long Island - - 300,000
Franklin - - - - 510,000
Newburgh - - 120,000
Orange County - - 106,000
Lansingburgh - - 220,000
Manhattan Co. - - 2,050,000
Delaware and Hudson - 700,000
Fulton - - - 750,000
Chemical - - - 500,000

37 Banks 20,083,353

AMERICY, 45

Capital.
NEW-JKRSEY.

State Bank Camden - 266,050
5 New Brunswick 71,984
»  Blizabeth Town 132,550
5 Newark - - 280,000
» Momis - - 93,700

Farmers' Bank, New
Jersey - - - 100,000
New-Brunswick - - 90,000

Newark Banking and
Insurance Co. - 350,000
Sussex - - - 27,500
Trenton Banking Co. - 214,740
Cunmberland - - 52,025
Commercial - - 30,000

Farmers' and Mech’s.
Railway- - - 380,000
Orange Bank - - 50,000
People’s ditto - - 75,000
Salem Banking Co. - 30,000
Salem and P. Max'g - 30,000
Washington Bank - 93,460
18 Banks 2,017,009

PENNSYLVANIA.

Peunsylvania - - 2,500,000
Philadelphia - - 1,800,000
North America - - 1,600,000

Farmers & Mechanics- 1,250,000

Chambersburgh - - 247,228
Chester County - - 90,000
Delaware County - 77,510
Gettysburgh - - 125,318
Pittsburgh - - 346,155
Carlisle - - - 171,466
Kaston - - - 187,380
TFarmers of Bucks Co.- 60,000
Farmers of Lancaster - 400,000
Farmers of Reading - 300,000
Harrisburgh - - 158,525
Lancaster - - - 134,233
Monongahela Bank of
Brownsville - - 102,128
Northampton - - 112,500
Westmoreland - - 107,033
York - - - 168,720
Germantown - - 129,500
Montgomery County - 133,340

Northern Liberties

200,000
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Capital,
Commercial - - 1,000,000
Mechanics of Philadel-
phia - - - 529,330
Schuylkill - - - 500,000
Southwark - - 249,630
Kensington - - 124,990
Penn Township - - 149,980
Columbia Bridge - 395,000
Miners” Bank of Potts-
ville - - - 40,000
Erie - - - - 20,000
Girard’s - - - 1,800,000

33 Banks 14,609,963

DELAWARE.
Declaware Bank, Wil-
mington - - 110,000
Farmer’s Bank of Del. 500,000
Wilmington & Brandy-

wine - - - 120,000
Bank of Smyrna - 100,000
Commicreial Bank of Del. Not kuown
Wilmington - - ditto

4 Banks 830,000
2 not known

6 Banks
MARYLAND.
Bank of Baltimore -1,197,550
Union - - - 1,500,000
Mechanics- - - 884,000

Commercial & Farmers 318,400
Farmers and Merchants 414,045

Franklin - - - 406,500
Marine - - - 235,000
Hagerstown - - 250,000

Farmers of Maryland - 820,000
Susquchennah Bridge - 175,000
Westminster - - 175,000
Frederick County - 175,000
Bank of Maryland - 200,000

13 Banks 6,250,495

DISTRICT OF COLUMBIA.
Washington - - 479,120
Union, (George Town) 478,230
Alexandria - - 500,000

Capital.
Potomac - - - 500,000
Mechanies of Alexandria 372,544
Farmers of ditto - 310,000
Metropolis - - 500,000
Farmers & Mechanics
of Georgetown - 485,900
Patriotic - - - 250,000
9 Banks 3,875,794
VIRGINIA.
Bank of Virginia - 2,740,000
Farmers of ditto - - 2,000,000
Bank of the Valley - 654,000
North Western Bank of
Virginia - - 117,100

4 Banks 5,571,100

NORTH CAROLINA.

Cape Fear- - - 795,000
Newbern - - - 800,000
State Bank - - 1,600,000

3 Banks 3,195,000

SOUTH CAROLINA.
Bank of Statc of South

Carolina - - 1,156,000
Planters and Mechanics,

Charleston - - 1,000,000
State Bank - - 800,000
South Carolina - - 675,000

Union - - - 1,000,000
5 Banks 4,631,000

GEORGIA.
Bank of State of Georgia 1,303,436
Planters Bank of ditto 566,000
Marine and Fire Ins. Not given.

Augusta - - - 600,000
Daricn - - - 484,276
Central - - - 922,317
Augusta Insurance - 110,000
Macon - 75,000

Merchants and Planters 142,000

9 Banks 4,203,029

BANKING IN AMERICA. 47
LOUISIANA Capital OHIO. Capital,
Louisiana State Bank 1,248,720 | Chilicothe - - - 500,000
Orleans - - - 424,700 | Steubenville - - 100,000
Bank of Louisiana - 2,992,560 [ Western Reserve Bank 82,386
Branch of Bank of Belmont Bank of St.
Louisitana - - 1,000,000 Clasville - - 100,000
—— | Commercial of Scioto - 100,000
4 Banks 5,665,980 | Farmers of Canton - 100,000
————— | Farmers and Mechanics
ALABAMA. of Steubenville - 100,000
Bank of State - - 495,503 Franklin of Columbus - 100,000
,, of Mobile - - 148,000 Lancaster Ohio Bank - 100000
Mount Pleasant - 100,000
2 Banks 643,503 Marictta - - - 72,000
MISSISSIPPI. e aan
Bank of State of Mis- 11 Banks- - 1,454,386

sissippi and Branches 950,600 MICHIGAN
1 Bank  ~— s )
TENNESSEE. Bank of Mlchlcail Bank 100,000
Bank of State of Ten- FLORIDA.
nessee -~ - - 737,817 | Bank of Florida - - 75,000
1 Bank —m8m8 1 Bank
RECAPITULATION.
No. } Capital. No. Capital.
Massaclhusetts -| 66 | 20,420,000 || Louisiana- - 4| 5,665,980
Maine - -4 18| 2,050,000 | Alabama - -2 643,503
New-Hampshire| 18 | 1,791,670 || Mississippi -1 950,600
Vermont - - 10 432,625 || Tennessce -1 737,817
Rhode Island -| 47 | 6,118,397 || Ohio - -l 11] 1,454,386
Connecticut -/ 13| 4,485,177 || Michigan - -1 10,000
New-York -| 37 ,20,083,353 || Florida - 401 75,000
New-Jersey -+ 18| 2,017,009 —
Pennsylvania - 33 | 14,609,963 328
Delaware - - & 830,000 || Delaware -1
Maryland - - 13| 6,250,495 —
Dist. of Columbia| 9| 3,875,794 329
Virginia - - 4| 5,571,100 Do. - -1
North Carolina -| 3 | 3,195,000
South Carolina -| 5 | 4,631,000 330{110,101,898
Georgia - -l 91 4,203,029 | ———

-!II. The following tables of the number and con-
ditions of the banks in the respective states is taken
from the American Almanack for 1837.
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1. Number and Capital of all the Banksin the United States at different periads.—From the Letter of the Secretary of Treasury, Jan, 5, 1836.

* Returns of capital pot complete.

January 1, 1811, January 1, 1815. January 1, 1816, Japuary 1, 1820, | January 1, 1830. January, 1833.
No. No. “No. No No. No. | No.
States. of Cnapital. of Capital. of Capital of Capital. of Capital. of of Capital.
Banks. Bauks. | Baunks. Banks. Banks. Banks.'Brauch.,|
Dollars Dotlars. Dollars, Dollars. Dollars. Dollats
Maine...co.ovuvnenen 6 | 1,250,000 8 |1,380,000| 14 | 1,860,000 15 1,654,900| 18 2,050,000 36 3,549,850
N. Hampshire 8 815,250 10 941,152 10 998,121 10 1,005,276 18 1,791,670 26 2,655,008
Vermont.........o. 1 44,9557 10 432,625 18 1,021,815
Massachusetts ...| 15 | 6,292,144] 21 '11,050,000| 26 (11,650,000 28 | 10,485,700| 66 20,420,000 | 105 .| 30,409,450
Rhode Island 13 | 1.917,000{ 14 |2,027.0000 16 |2,317,320| 30 | 2,962,026| 47 | 6.118,397| 60 | ... 8,097,482
Conuecticut 5 |1,933,000] 10 ‘ 3,655,750 10 | 4,017,575 8 3,689,337, 13 4,485,177, 31 3 7,350,766
New York ... 8 | 7,522,760 26 18946,318| 27. 18,766,756| 33 | 18,988,774} 37 20,083,253 87 2 | 31,831,460
New Jersey 3 739,740 11 " 2,121,932 11 | 2,072,115 14 2,130,949| 18 2,017,009} 24 2,707,135
Pennsylvania 4 | 6,153,050 42 (15,068,818 43 |15384,597) 36 | 14,681,780} 33 14,610,333 | 44 . 17,958,444%
Delaware ......... 5 966,990 5 974,500 6 974,900 5 830,000 4 4 830,000
Maryland ... 6 | 4,895,202 17 | 7,832,002| 20 | 8,406,782} 14 6,708,131} 13 6,250,495 | 15 4 7,662,639
D. Columbia 4 |2,341,395} 10 | 4,078,295 10 | 4,204,013! 13 5,525,319| 9 3,875,794 7 2,613,985
Virginia ... 1 11,500,000 4 | 4,121,097 12 | 4,512,177 4 5,212,192 4 5,571,100 5 17 5,840,000
N. Carolina 3 1 1,576,600 3 |1,576,6000 3 | 2,776,600 3 2,964,887 3 3,195,000 4 7 2,464,925
{ 8. Carolina ...... 4 | 3,475,000 5 13,730,900 5 ) 3,832,758 5 4,475,000) & 4,631,000 8 2 7,556,318
" Georgia ...t 1 210,000 2 623,580 3 | 1,502,600 4 3,401,510 9 4,203,029 | 13 10 6,783,308
Florida ... . . v . e 1 ,000 3 o 114,320*
Alabama 3 469,112 2 643,503 2 4 6,107,623
Louisiana ......... i 754,000 3 1,432,300f 3 | 1,422,300 4 2,597,420 4 5,665,980 | 11 31 | 27,172,145
DMississ1ppi ... 1 [ 100,000 1 100,000 1 900,000 1 ,60 5 10 5,890,162*
Tennessee ... 1 100,000 2 212,962 4 815,281 8 2,119,782 1 7378171 3 4 2,890,381
Kentucky 1 240,460 2 959,175] 2 | 2,057,000 42 | 8,807,431 .. 6 11 4,898,685
Missouri . . v v e 1 250,000 ... e 1
Ilhnoss.... v 2 140,910! ... 1 1 278,739
Indigna . 2 202,857 ... 1 9 | 800,000
Ohio 4 8950000 12 | 1,434719] 21 !e061927] 20 | 1,797463| 11 | 14543861 81 | .. | 6,390,741%
Michigan .o e . e 1 100,000 | 7 1 658,980
98 142,610,601 | 208 '62,350,500| 246 69,892,422 | 807 (102,210,611 329 (110,192,268 | 557 | 121 194,584,361
U. 8. Banks ...... 1 10,000,000, ... ' _— 1 ; 35,000,000 1 | 35,000,000 1 25 | 35,000,000
Estumated capital | —_ —_ —————
of seven banks| 89 [52,610,601| 208 62,259,590| 246 89,822,422| 308 [137,210,611 330 (145,162,268 | 558 | 146 229,584,361
from which no ]
returns ..oooe... .. 11,665,976
Total ...I 80 152,610,601 208 62,250,600 246 89,622,432| 308 157,210,611 330 145,192,268 | 558 | 146 231,250,337
ticable

Note—Many of the above are from estimates madc at difforeut p~1i0ds by dufferent persuns, but are bulie ed to 4,0, 0XUNALE HCCUTraLy S UEAT 83 15 NN Prac
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IV.—The following list of banks that have failed or
discontinued business is taken from Mr. Gallatin.

A List of the Banks which have fuiled, or discontinued their business,
Sfrom 1st January, 1811, to 1st July, 1830.

Capital.

MASSACHUSETTS.
Essex ~ - - 300,000
New Bedford - - 150,000

Northampton - - 75,000
Farmers', (Belehertown) 100,000
Brighton - - - 150,000
Sutton - - - 75,000

6 Banks 850,000

MAINE.
Maine - - - 300,000
Pcnobscot - - - 150,000
Wiscasset - - - 100,000
Hallowell - - - 150,000
Kenncbee - - - 150,000
Passunaquoddy - - 50,000
Castine - - - 100,000

Lincoln and Kennebee 200,000
8 Banks 1,150,000

RHODE ISLAND.
Farmers' & Mechanics’,
Pautuxet - - 200,000
Far. Excliange, Gloucester
1 Bank 200,000

NEW HAMPSHIRE.
Coos - - - 100,000
Concord - - - 29,600

2 Banks 129,600
CONNECTICUT.
Eagle - - - 500,000
Derby - - - 100,000
2 Banks 690,000
NEW YORK.

J. Barker's Exchange - 495,250
Utica Insurance Co. - 100,000

Columbia - - - 167,650
Hudson - - - 110,000
Niagara - - - 108,000

Plattsburgh - -
WashingtonandWarren
N. York Manuf. Co. -
Franklin - - -
Middle District - -
Catskill Aqued. Assoc.

Capiial.

300,000

400,000

700,000

510,000
487,776

10 Banks 3,378,67C

NEW JERSEY.

Jersey City Bank -
Patterson - - -
State Bank, Trenton -
Protection and Lombard
Franklin - - -
Monmouth - -
Manufacturing - -
Salem and Philadelphia.
Hoboken

200,000
160,000

92,400
200,050
300,000

40,000
150,005

——

7 Banks 1,142,400

PENNSYLVANIA.
Washington - - 92,070
Farmers’ and Mechanics

of Greencastle - 74,485
Ditto ditto of Pittsburgh 65,337
Juniata - - - 164,478
Mariettaand Susquehan-

nah Trading Co. - 239,430
Pennsylvania Agril. and

Man. Bank - - 110,102
Delaware Bridge - 99,715
Allegheny - - 144,807
Beaver - - - 78,985
Swatara - - - 75,075
Centre - - - 159,610
Huntingdon - - 123,122
Northumberland,Union

and Columbia - 116,980
North Western Bank - 77,688
Union of Pennsylvania 124,792
Silver Lake - - 64,882
Fayette, New Salem -

Harmony - - -
Wilkesbarre Braach - ——
16 Banks 1,811,558

BANKING IN AMERICA. 51
Capital. Capitul
DELAWARE. GEORGIA.
Farmers'and Mechanics’ Darien - - - 480,000
of Delaware - - 45,000 1 Bank ——
MARYLAND. LOUISIANA.
Elkton - - - 110,000 | Planters’ Bank - - 200,000
Conococheague - - 157,500 | Bank of Louisiana - 724,000
Cumberland - - 107,862 —_—
Somerset and W. - 90,000 2 Banks 924,000
Somerset - - - 195,850 e
Caroline - - - 103,045 ALABAMA.
gz:\'l'e de Grace - - ]32,(_’75 Planters and Merchants 164,175
B D Georade G 838,540 | Tombeckbe - - 156,937
anters' P, George’sCo. 86,290 | Steamboat - - - 16.000

9 Banks 1,821,162

DISTRICT OF COLUMBIA.

Columbia - - - 901,200
Union of Alexandria - 340,000
Central - - - 252,995
Franklin - - - 163,265

4 Banks 1,657,460

VIRGINIA.
Ohio Co. - - - 60,000
CharlestonM.and C.Co. 32,580
Winchester - - 122,930
Mouogalia - - - 25,000
Farmers and Mechanics
Harper’s Ferry - 19,480
South Branch - - 25,000
Farmers, Merch., and
Mech'’s. Jefferson Co. 26,425
Warrentown - - 60,000
Leesburg Union - - 20,000
Loudon Co. - - 30,000

10 Banks 421,415
NORTH CAROLINA.

Fayetteville
Bertie

SOUTH CAROLINA.
Cheraw - - - 20,000
Hamburg

1 Bank

2 Banks 337,112

TENNESSEE.
Fayetteville Transfer -
Farmers’ & Mechanics’

of Nashville - - 180,200
Nashville & Branches 994,560
Tennessee Bank (old) 371,107
3 Branches of do. - 300,000
Nashville Branch of do. 206,775
Rogersville Branch do. 67,140

110,000

4 Banks and 5 Branches 2,229,782

KENTUCKY,
Farmers’ & Mechanics
of Lexington, (stock

& notes at par) - 489,700
Versailles - - - 111,180

Kentucky & Branches 2,756,220

Fleminsburgh - - 61,626
Limestone - - 135,825
Shepherdsville - - 55,880
Hinkston Exporting Co. 50,120
New Castle - - 40,520
Cynthiana - - 47,900

Centre Bank of Kentucky 120,000
Union of Elizabethtown 89,400

Farming & Com. Bank 37,219
Greenville - - - 46,640
Newport - - - 54,700

Southern Bank of Ky. 117,222
Farmersof Harrodsburg 81,000

20,000

’ Somerset - 22,379
Lancaster Exporting Co. 39,900
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Capital Capital
Insurance - - Lebanon Mianu Bank-
Baitboursville - - mg Co - - - 86,491
Cumberland Bankh of Urbana Banking Co - 49,685
Burkwille - - Farmers'and Mechanics
Builington - - Man Chitheothe - 99,575
Bank of Colombia - Hamilton - - - 22,707
Frankfort - - - Zanesville Canal and
Georgetown - - Manufactunng Co - 79,125
Greeushurg - - West Union - - 100,000
Green River - - Lake Ene - - - 100,000
Christian Bank - - Steubenwille - - 100,000
Bank of Hendason - Muskingum of Zanes
5 of Washigton - wille - - - 100,000
Commercial Bauk of Jefferson Co
Lowswville - - Bauk of Xenia
Mount Steihng - - —_—
Morgantown - - 18 Banks 1,911,179
Monticello - - _—
Farmeis’ Bauk of Jes- INDIANA
samne - - - Faimersand Mechames’
Owngsville - - Bank - - - 130,000
Petersburg Steam Mil Bank of Vineennes - 127,624
Farmers' Bank of Gallatin —
Far and Mech of Logan 2 Banks 237,624
Do. do  Shelbywlle _—
Do do  Springfield ILLINOIS.
‘Winchester Commercial Tlinois - - - 105,720
Commonwealth Bank - 2,000,000 | Edwardsville - -~ 57,190
(nominal ) —_—
—_— 2 Banks 162,910
18 Banks 4,307,431 _
MISSOURI
OHIO Bank of Missoun - 250,000
Miam: Expoirting Co, » 3 St Loms - 150,000

Cincinnatt - - 468,966 _—
Columbia, New Lisbon 50,000 2 Banks 400,000
Granville Alx’n Soc - 12,002 -
Farmers’ Bank of New MICHIGAN.

Salem - - - 57,000 Mumoe - - - 10,000
German of Wooster - 20,000 1 Bank
Muskingum - - 97,800 RECAPITULATION
Farmers and Mechanics 129 Banks - 24,212,339

of Cmnemnat1 - - 184,776 36 do. - not known.
Cinannatr - - - 216,430 —_—

Dayton Manufactwing- 61,622 165

V. Those state banks, which have been selected by
Congress to 1eceive and transmit the revenuc instead
of the old bank of the United States, are called

“deposit banhs.”

BANKING

IN AMERICA.

CONDITION OF THE DEPOSIT BANKS,
According to Retur ns made to the Treasuwry Department, Apr 1, 1836.

Name Place, Capital Specie 1235‘::1.‘:;
. — _Duited “tates
ollars Lolia
Vaine Portland 30 000 g9 27 3§9 82 1l)i’lim(r)s'lfl 94
Commerciil  |Portsmouth 102000 0o 11,065 50| 128,338 33
( ommonwealth |Boston 500,000 op|  209'Gb4 54) 1 609731 52
Merchants Do 750,000 4o 295 346 30 931,105 79
Burhington Burhagton 127,912 op 12 682 33 52 893 48
Fai & Mech, |[lartford 410 49 (0 10,763 80 67,560 89
Mlechanies  |New laven 472970 0o 153546 38|  41.315 06
Arcade Providence 300 000 ng 52,231 26 115,132 40
Mech & Farm |Albany 442,000 00 114,032 33 217,430 22
Bank of America|/New York 2,001,200 g0 1 2/4 220 60] 3 858,750 20
Manhattan Co Do 2,050 000 oo{ 1 028,946 33| 3,462,800 38
Mechanics Do 2 000 04,0 oo 1,271 5693 00] 3,985,083 72
Girard Philadelphia 1,500 000 go| 461,374 86) 2,516,8,8 76
Moyamensing Do. 174 950 ¢ 43,03v 32 502 042 25
Union, Md Baltimore 1 845,562 50 107 943 24 906,491 54
Frankhn Do 508 970 00 124 197 74, 347 388 71
Benk Metropolis| Washington 500 000 00 217,219 39, 200,394 40
vir & Branches|Richmond &c 3,240,000 00 633 740 07 358'230 56
Noith Carolina {Raleish 1206 100 90 292,018 15 38’471 07
Plant & Mech [Chaileston 1,000 000 00 317 162 81 252,522 42
Planters Geo |Savannah 530 400 00 178 472 45 llljBGZ 48
Augusta Augusta 897 0m0 g0 313750 03 129770 95
Brsnch of Ala [Mobile 2 006,000 00 339 723 01| 1,623,818 12
Commercial New Orleans 2 945,430 00 202 533 17 1,119:314 50
Un Bank of La| Do 7,051,000 00 255 559 vl] 1,261,116 73
Merch & Man |Pittsburg 600,000 0u| 127 514 59| 51,005 72
Frankln . |Cincinnaty 1000,000 0] 167,020 90| 244,048 12
Cornumercial Do 1 000,000 g0 266,803 87 395,175 82
Chinton Columbus 289 225 00| 121,143 47| 328127 52
Savings Instit  [Lowsville 96,512 00 50,807 58] 494,842 26
Union Bank I'en | Nashville 1817,255 00 116 585 17 484,086 61
State Indianapolis 1,279,807 78| 964,758 34| 1,379,949 98
Agency C. Banh
’ Cmcuznau St T ows 513,859 06| 1,978,383 94
Planters Natchez 4,143,940 00{ 438,324 32| 2,732,319 38
Michign Detroit 448,200 00 62 139 34/ 1 070,820 03
larm & Mech.| Do 150 000 00 59,923 70, 703,675 25
Total 43 690 980 28| 10,885,996 92| 33 294,024 08

Loans & Discounts

Domestic Lxchange

Real Fstate
Due from Banks

Notes of other Banks

Specte

Foreign Exchange
Fxpen-es

Other Investments

Lotal

Recapiulation of Deposit Banks.

Dollars
68 850,287 67
32,775,629 42
1,929,056 68
15 931,916 22
11,107,447 78
10,885,996 92
532,450 96
184,901 22
10 651 759 92

152,849,346 79

Capital

Treasuier of U S
Pubhic Officers

Due to Banks
Contingent Fund
Profit and Loss, &ec.
Cireulation

Private Deposits
Other Liabihities

Dollars

43,690 980 28
38,204,024 08
3477 252 42
15 366 674 49
1,102,763 16
4,094,358 12
28,796,186 68
15,453,092 11

7,574,015 16

Fotal . 152,849,346 79
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DISTRIBUTION OF THE SURPLUS REVENUE.

“A bill to regulate the deposits of the; public mone_y," which was
passed by Congress in June, 1836, contains the following enactment
relating to the surplus revenue :— That the money which shall be in
the treasury of the United States on the 1st da.y of J_anuary, 1837,
rescrving the sum of §5,000,000, shall be deposited with the several
States, in proportion to their respective representation In the Senate
and House of Representatives of the United States, which shall by
law authorize their treasurer or other competent authoritics, to receive
the same on the terms hereinafter specified ; and the secretary of the
treasury shall deliver the same to such treasurer, or other competent au-
thorities, in sucl form as may be prescribed by the sccretary afox_"esald,
which certificates shall express the usual and legal obligations of com-
mon depositories of the public money, for the safe keeping and
repayment thereof, and shall pledge the faith of the State receiving the
same to pay the said monies and every part thereof, from time to time,
whenever the same shall be required by the secretary of the treasury,
for the purpose of defraying any wants of the public treasury beyond
the amount of the five millions aforesaid. )

« Provided, that if any State declines to receive its proportion of the
surplus aforesaid, on the terms before-named, the same may, at the
diseretion of the secretary of the trcasury, be deposited with the other
States agrecing to acccpt the same in deposit.

“ And provided further, that when the said money, or any part
thereof, shall be wanted by said secretary, to mect appropriations, made
by law, the same shall be called for in rateable proportions, within one
year, as nearly as conveniently may be, from the different States with
which the same is deposited, and shall not be callefl for in sums ex-
ceeding ten thousand dollars, from any one Btate in any one month,
without previous notice of thirty days for every additional sum of
twenty thousand dollars which may be required. ) .

“ The said deposits shall be made with the States, in the following
proportions, and at the following times, viz.—one quarter part on the

1st day of January, 1837, or as soon after as may be; one quarter part
on the 1st day of April; one quarter part on the st day of J uly, ; and
one quarter part on the 1st day of October, all in the same year.

VI.—The circulation of notes by the state banks.

A large portion of the profits of the banks.is
derived from the circulation of their notes. Thir-
teen of the States have, in consequence of the mea-
sures of the government with reference to deposit
banks, abolished notes under five dollars. Several
American writers have for some years past recom-
mended this measure.
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“In the United States,” says Mr. Gallatin, * all the banks issue
notes of five dollars, The States of Pennsylvania, Maryland, and
Virginia, and perhaps some others, have forbidden the use of notes of
a lower denomination, to the great convenience of the community, and
without experiencing any of the evils which lLad been predicted.
We have seen in Pennsylvania the chasm occasioned by that sup-
pression instantaneously filled by silver, without the least diminution
in the amount of currency. We cannot but carnestly wish that the
other States may adopt a similar ineasure, and put an end to the
circulation of the one, two, and three dollar notes, which are of no
utility but to the banks. Those small notes are, as a currency,
exclusively Jocal and o public nuisance, and in case of the failure of
any bank the loss arising from them falls more leavily on the poorest
class of the community.”

Another writer observes :—

¢ The natural and ordinary effect of the circulation of small notes
is to cause the specie to leave the chaunels of circulation, and settle in
the vaults of the banks, aud for the most part in the banks of com-
mercial towns. Consequently, when from the state of trade and
currency it is in demand for exportation, being already collected it is
silently and suddenly withdrawn ; and before the public at large can
liave any sufficient notice of its being goue, the banks are obliged to
stop their issues, and the paper previously in circulation is withdrawn
also, being returned to the banks by their debtors.

¢ It is owing to this effect of the universal issue of small notes—
notes of one, two, three, and five dollars, that the banks in this city
are ordinarily the depositories of nearly all the specie upon which
depends the credit of the paper circulation of the whole State, and of
the contiguous districts of several adjoining States. When, therefore,
there is a demand for specie, the banks in the interior depend not
upon their own vaults, but upon their credits in the city. When there
is no such active demand, the city banks must hold and lose the
interest on & quantity of specie far exceeding their proportion of the
whole circulation of the state and adjacent districts, or hazard the
occurrence of o demand beyond their means, and a necessity of
instantly restraining their issues, ruining their debtors, and distressing
the community.

“ Were all notes under five or ten dollars suppressed, an amount
of specie greater probably than the average quantity hitherto existing
in the State, would constantly remain in the hands of the people ; in
which condition, besides its effect in preventing an excess of circu-
lation, it would, in the event of a demand for exportation, prevent a
sudden and ruinous scarcity. It could not be silently and instantly
withdrawn, It would be too much in the power of the people; and a
demand for it, would immediately enhance its exchangeable value,
This, added to the progressive decline of prices and of confidence, and
in short, all the circumstances which characterize such a period, the
urgent wants of the circulation, and the disposition to hLoard and
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conceal, would render the process of collecting and sending it out of
the country extremely difficult, and to a great extent impracticable.

« Tt is o sufficient reason for the suppression of small notes, tl'm,t
they greatly multiply couuterfeits, owing to the facility with which
spurious imitations of them may be passed. Notes of ten dollars and
upwards are comparatively but seldom counterfeited. Such notes are
generally in the hands of persons capable of deciding on _their
genuineness. No one receives a note of that amount without
attentive scrutiny; whereas the smaller denominations, especially those
under five dollars, being in universal circulation among those who are
without information or experience, unavoidably pass with little or no
examination.”— Principles of Currency and Banking. By E. Lord.
New York, 1829.

VII.—The banks of the state of New York.

The following extracts respecting the banks of this
state are taken from a work published a few years ago
at New York, entitled “Report and Observations on the
Bank and other Incorporated Institutions in the State
of New York.”

“ The legislature aware that capital was essential to draw out the
capabilities of the State, and that although individual capital was so
employed, without its concentration the march of improvement would
be slow over such an extent of country, met the wants of the commu-
nity by acts of incorporation for every object calculated to draw forth
the energies of the people, and Ly chartering companies for carrying
on various public \Yox-ks, such as manufactories, working mines, and
opening communications. ) ) ‘

«“ In order to create a circulating medium for such establishments,
- the State granted charters for banks, author'izing them to create & capital
threefold what they possessed. Thus, vesting in the dlrec‘tors of those
banks a discretionary power to produce a circulating medium of about
seventy millions of dollars, which being added to the capital authorized
to be invested in other chartered institutions, shews an incorporated
capital of one hundred millions of dollm:s, in all which any and every
citizen or alien might invest such portions of their property as they
thought proper without risking the ren}mnder. It.]B evident, that
without such acts of incorporation, reflecting and cautious men would
not embark in new undertakings, however plausible; as the very ques-
tionable law of partnership, which 1s in force in this State as in
England, would hazard the remaining property of th(? shurel‘xo]ders.

« It would betray great ignorance of the monied institutions of the
State, were I to convey the idea that the authorized cal?it_al had all chn
paid in, or that the banks acted up to such their privileges of owing
to three times the amount of their capital. However, I am safe in
saying that the greater part of thg C:!:p]lﬂ,l of the banks ha§ been Paid
in; yet of the other n.onied institutions I am equally safe in stating,
that save a few of those early established not one half the authorized
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capital has been actually invested, but in lieu of cash the personal
security of the stockholder is accepted for a part of his subscription to
the stock standing in his name; which security is guaranteed by the
hypothecation of the stock so in part paid for, and sometimes secured
by & mortgage of his lands ; the balance so due is subject to interest
to the institution, and the stock so hypothecated is transferable, and
the purchaser assumes the debt; thus s fictitious capital is further
increased, thereby enabling persons of small available property to
become connected with these stitutions. From all which facilities of
investment and accommodation afforded, every member of the commu-
nity stands in some way or other interested in these institutions.

“ In order to restrain the undue investment of property therein, as
well as to raise a revenue from them, the state legislature on the 23rd
April, 1823, passed an act by which all the incorporated associations
are to be taxed and assessed as in the case of individuals; and re-
quiring that the secretary, cashier, and treasurer of all such commu-
nities should pay the amount of the tax imposed upon the company.
Provided, however, that if the said companies, or either of them, should
elect or choose to pay directly to the treasurer of the county ten per
cent. upon all dividends, profits, or income made by the company, they
shouid be at liberty to do so, and the affidavits of the cashier, secretary,
&c. as to the amount of dividend, or profit, should be accepted.

¢ Thus has the State not only required from many of these institu-
tions & bonus for granting their charters, from some loans, and from
others the privilege to subscribe for stock, thereby deriving an income
from their operations, as well as securing to various public institutions
the right to become shareholders; but have subjected them to the
heavy tax of ten per cent., while the dividends payable to the
public institutions are exempt from such tax. At the same time, the
Bank of the United States has a branch at New York, which the
legislature has not the power of taxing, yet by this bank all the
customs and other revenue of the general government are managed,
and much of the money transactions of the public.

* While a created capital of such extent is thus operating upon the
community, it may be asserted there is not above one million and a half of
dollars in all the banks of the State in specie. In this opinion I am fully
borne out, by the opinion of many persons conversant with the subject,
as well as by those whose situation enables them to resort to the most
correct data. In 1824, when Mr. Manning, one of the house of Barclay
and Co. of London, the contractors for the loans, resorted to New
York from Mexico, to procure £73,000 sterling, to remit to Mexico,
although he had agents at Philadelphia and Boston, he could not pro-
cure it without so great delay, that he was obliged to send to London
and have it sent direct to Vera Cruz. Also in 1812 when but 240,000
dollars for the British Commissioners at Halifax was required, it was
necessary to send to Boston for 100,000 dollars, so that I am borne out
by facts, that an immediate demand for one million of dollars in specie
could not be met without resorting to the Bank of the United States, or
those of the neighbouring states. But at the same time, it should be
stated, that large demands are out of the ordinary transactions of the city,
and I feel the most assured conviction that the capital of many of these
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banks is as well secured, and their issues being as much the represen-
tatives of real wealth, as those of any similar institutions in the world;
and were they liable for calls of larger sums in specie, their transactions
would be regulated by such liability, but great curtailments in their
issues would follow as well as gencral though temporary embarrass-
ment. . .

« If bullion therefore is to be regarded as the only safc circulating
medium, and if all securitics not convertible into a metallic currency
argues an unsound state of public credit—if according to the pre-
vailing maxims of political cconomists, the cxistence of cxcessive fieti-
tious capital is dangerous, then indeed are the people of this State and
the United States in a truly awful condition ; but opposed to ’:‘Lll these
maxims stands the actual situation of the State of New _York.

« The first act relating to banks passed by the legislature of the
State of New York, bears date the 11th day of Apl:ll, 1782. It_\x'{Ls
prohibitory ; namely, to prevent the establishment of any bank within
the State, other than the Bank of North America, which had been
chartered at Congress, and located at Philadelphia. )

« The first act to incorporate a bank by the State legislature was
passed in 1792, when the Bank of New York was chartered, by
which the stockholders are allowed to issue notes to the amount of
three times the capital paid in, as also to three times the amount of
deposits.  The amount authorized was one million dollars, and the
charter was limited to May, 1811, but was afterwards extended to
June, 1832 ; and as a bonus for such extension, the comptroller was to
subseribe 15,000 dollars on the part of the commonwealth to the capital
stock, the treasurer of Hamilton college 15,000 dollars, fand'o.f Co-
Tumbia college 20,000 dollars. This bank has generally paid dividends
of four and one half per cent. half yearly, and the stock has generally
borne a premium of thirty per cent., but of late the dividends have
been only equal to eight per cent. yearly. o o

“ An act of incorporation passed in 1799, estabhshmg an institution
for supplying the ecity of New York with water, capital 2,000,000
dollars, surplus to be employed in money operations. Banking
privileges are the chief objects of this company, which is called
Manhattan Bank. Itsstock lias been very productive, and has generally
sold from twelve to twenty per cent. above par, (the greater part of
the stock is held by a gentleman in London.) Under thg rlght to
supply water this charter is deemed perpetual ; in granting 1t the
Stage reserved the right to subscribe one thousand shares of fifty dollars
each, which it still holds.

“ The Mechanics Bank was incorporated in 1810, the State re-
serving the privilege of subscribing 200,000 dollars of thfz C:.tplt(ll,
(1,500,000 dollars) but afterwm"ds accepted 32,500 dollars in }leu of
the privilege of subscribing. This stock gencrally bears a premium of
twelve per cent. advance. ) )

“In 1812, an act was passed to incorporatc the Bauk of Amcnc_a,
in the city of New York, with a capital of 6,0u0,000 dollars, for
which a bonus was required of 400,000 dollars for the State, and two
loans, 1,000,000 dollars at 5 per cent. and 1,000,000 at G per cent.
These terms were subsequently reduced to o loan of 100,000 dollars,
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and a bonus of the like sum. TLis stock pays but five per cent. a
year in dividends.

¢ In the same year, the city branch of New York was incorporated,
with a capital of 2,000,000 dollars. For this act 120,000 dollars
were paid as a bonus to the common school fund of the State, 50,000
dollars to the State itself, and 500,000 dollars were also lent to the
State at 6 per cent. per annum.

From the year 1816 all acts of incorporation of banks required that
their notes should be redeemed with specie under the penalty of being
liable to pay at the rate of ten per cent. per annum intercst, from the
time of the demand in specie ; suits to be prosecuted in any court of
law.

“In the several banks, the State has invested 606,800 dollars ; and
scveral colleges in the State, hold 233,400 dollars, which stock was
reserved as a privilege at the time of granting the charters.”

“In the State of New York there is, by law, what is termed a
“ safety fund security.” The idea of this fund has greatly increased
the confidence of the community in the paper of that State. I have
endeavoured to make myself acquainted with the system ; and if T
understand it, there is little or no security in the fund. But many of
the arrangements and restrictions connected with the system are bene-
ficial. The fund can never consist of more than 500,000 dollars; and
it is created by each of the banks paying annually half of 1 per cent.
on their capital, until it amounts to the above sum. The contributions
then cease, unless there is a defalcation in some bank. On such an
event the contributions are continued, or re-commence, as the case
may be, until the defalcation is made good, and the fund amounts to
the specified sum. In this way, each bank is made liable, to a limited
extent, for the paper of the others. It has been supposed, that by
thus linking them together, a degree of watchfulness is created that
otherwise would not exist.

“ The salutary part of the system consists in requiring that the
whole amount of the nominal capital of a bank shall be actually paid
up before it commences operation ; that it shall report to the legislature
annually, under the oath of its officers, the true situation of the
institution ; that its books and vaults shall be open at all times to the
inspection of bank commissioners, that ard permanently appointed for
the purpose of examining the state of these institutions; that the
Chancellor of the State, on the report of these commissioners, pur-
porting that they are not satisfied, may suspend the business of a bank
until a full and complete examination can be had ; and that they are
all prohibited from making loans on their own stock.

“ An objection has been urged against this plan with great warmth.
It is said, that the commissioners are mere politicians, subservient to
the views of the dominant party; and that being so, they possess and
cxercise an undue influence on the directors of these banks; and that,
in point of fact, the whole plan is a_piecc of political machinery. This
charge, on the other hand, is stoutly denied. The prevailing opinion
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out of the State is, that the project is quite as much po]itipal as it is
financial.”—A Correspondent of the Times, who subscribes himself “ a
Qenevese Traveller.”

Mr. Gallatin says, that the safety fund appears
to be unjust—first, by making institutions properly
managed responsible for others at a great distance,
and over which they have no control; secondly,
because on account of the disproportion between the
aggregate of the circulation and deposits of the city
and country banks respectively, the former are made
to pay to the safety fund about twice as much in pro-
pottion as the country banks.

et —

SECTION 1V.

AN INQUIRY HOW FAR THE BANKING INSTITUTIONS OF
AMERICA ARE ADAPTED TO THIS COUNTRY.

It will be scen from the preceding sections that the
banking institutions of America are different from
those of England. America has no national bank—
no private banks, and no joint stock banks upon our
system. Her banks are all chartered by the govern-
ments of the respective States in which they are
established. Whether the banking institutions of
America are upon the whole superior to those of this
country, is an interesting subjcct of investigation.
Those branches of the inquiry that have a reference
to a national bank or to the private banks, will not be
discussed in this section. I shall mercly draw a com-
parison between our, joint stock })anks and the: char-
tered banks of America, with a view to ascertain how
far the former may be improved by the adoption of
some of the regnlations of the latter. As a guide to
the inquiry, I shall compare the act to regulate banks
and banking, passed by the State of Massachusetts in
1829, with the report of the secret committee of the
House of Commons upon joint stock banks dchv‘cred
in 1836. I must, however, premise that in .the L_St.a_te
of Massachusetts American banking is exhibited in its
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most prudent form. In consequence of their superior
management, the banks of New England did not
suspend payment in 1814, as did the banks in the
other parts of America.

COMMONWEALTH OF MASSACHUSETTS.
An Act to requlate Banks and Banking.

“Sec. 1. Be it enacted by the Senate and House of Representatives,
in general court assembled, and by the authority of the same, that
from and after the passing of this act, every bank which shall receive
8 charter from or by authority of this commonwealth, and every
bank whose capital shall be increased, or whose charter shall be ex-
tended, shall be governed by the following rules: and subject to all
the duties, limitations, restrictions, liabilities, and provisions contained
in this act.”

This section implies that no bank shall be allowed
to exist unless it have a charter, and that all the
charters shall be drawn up according to the same
general rules. In these respects, it stands opposed
to the laws of this country. The following is the
language of the parliamentary committee :—

“ The law imposes on the joint stock banks no preliminary
obligation, beyond the payment of a license duty, and the registration
of the names of shareholders at the stamp office.

“ The law does not require that the deed of settlement shall be
considered or revised by any competent authority whatever, and no

precaution is taken to enforce the insertion in such deeds, of clauses
the most obvious and necessary.”

An American bank has a charter, a joint stock bank
has a deed of settlement. The general heads of this
document are thus stated by the committee.

1. * The power of altering the regulations of the
company.”

_ 2. “The mode of conducting the business of bank-
ing.”

3. “The degree of publicity to be given to the pro-
ceedings.”

4. “The terms on which the company is to be
dissolved.”

Although the law may not require that the deeds of
settlement be revised by any competent authority, yet
in fact, they always are, and precaution is taken by
the directors of the company to insert clauses the
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most obvious and necessary.  After the decd has been
prepared by the solicitor, and approved by the di-
rectors, it is submitted to the inspection of an emi-
nent barrister. Still perhaps, it is desirable that
they be submitted to a barrister appointed by the
government, in the same manner as the rules of
savings’ banks. This officer should not however have
a discretionary power; he might be allowed, Ist. to
strike out any clause which may be contrary to law.
2. He might object to any clause, which in his judg-
ment would be injurious to the public or to the
shareholders, although not contrary to law. In this
case, the clause should not be inserted in the deed,
unless sanctioned at a meeting of the shareholders,
specially summoned for that purpose. 3.—In case he
stated that any provision was contrary to law, when
the directors did not believe it to be so, the clause
might be submitted to the Attorney or Solicitor-
General for the time being, whose opinion upon the
law should be final.

Although different deeds of settlement may require
some special clauses according to the circumstances of
different companies, yet in their general provisions
they must be very similar; and hence it would not
be difficult to draw up a list of clauses the most ob-
vious and necessary. But it does not follow that
such clauses should be enforced by act of Parliament.
They who execute the deed, and who are to be bound
by its provisions, should be allowed to judge as to
what are the most necessary clauses.

Lord Althorp proposed the granting of charters to
all joint stock banks, on a plan somewhat similar to
that of America. The following is part of a specch
he delivered upon the renewal of the Bank of England
Charter, in 1833, as reported in the Times.

“ He proposed that every banking company of more than six
partners, should be a joint stock company, such company to be
established by charter. These chartered banks would be subject to
certain regulations, but all advantageous to themselves and the country.

He would not propose that these banks should be banks of issue:
they were of two sorts ; some issued their own notes, and others the
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notes of the Bank of England; but banks were prevented issuing
notes payable in London for less than £50.

¢ In the plan he proposed, joint stock banks might exist within the
sixty-five miles, if they used the paper of the Bank of England. The
conditions on which he proposed government should grant charters to
these joint stock banks were the following—first, that the partners in
these banks should have half of their subscribed capital paid up, and
deposited either in the government funds, or some equally good
securities. He further proposed, that the partners should be liable to
an unlimited responsibility—the corporation of the bank should not
hold any shares in it ; and that the accounts of the bank should be
yearly audited and published. Of course, it was plain there was a
vast difference in those banks which possessed the power of issuing
their own notes, and those which did not issue them. In their case,
he proposed as the conditions on which charters should be granted,
that one quarter of their subscribed capital, instead of one half, as
required where they were banks of issue, should be paid up and
deposited as before—that their shares should not be less than £100
each ;—and that the partners in such banks should be only liable to a
responsibility to the amount of their shares. In a case where a
charter was to be granted, it must be at the discretion of government
to decide, whether the amount of capital subscribed was a sufficient
amount for the locality in which the bank in question was situated.
He hoped, however, that every proper facility would be given to the
establishment of such banks.”

If it were at all desirable to adopt Lord Althorp’s
plan, it is now too late. It would be unjust to
compel the existing joint stock banks to take out
charters, and to comply with burdensome conditions,
of which they had no knowledge at the time of their
formation. But, it may be worthy of inquiry how
far charters may be granted without any material
alteration of the laws respecting joint stock banks.
Lord Althorp’s plan appears objectionable—first, in
requiring all joint stock banks to be chartered banks;
and secondly, in giving the crown a discretionary power
in granting the charters. Now might not Parliament
prescribe the conditions on which charters might be ob-
tained, and leave to the banks the power of complying
with those conditions or not as they pleased ? And
might not the mixture of banks of different sorts be at-
tended with advantage to the country? Itis the opinion
of Mr. Clay that the three chartered banks of Scot-
land ¢ gave a tone to public opinion, and rendered it
difficult for any bank commencing business to conduct
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its affairs in a manncr widely different.” And Lord
Liverpool advocated the establishment of branches of
the Bank of England upon the ground that they
would operate as a check upon the country banks.
We know too that the extension of joint stock banks
in England has improved the private banks. Why
then, may not the estabh§h_ment of a few ?chartered
banks tend to improve the joint stock banks?

« Sec. 2. And be it further enacted, that every bank incorporated
by the authority aforesaid, shall be a corporation by the nan;le otfl thltz
president, directors, and company of the _ bank (the anl
to be filled up as the case may require), capable in law to sue anc
be sued to final judgment and cxecution, to have and use a common
scal, and the same at pleasure again to break, alter, and renew, and
also, to establish and put in force such bye-laws and regulations as to
them shall appear necessary and convenient for the government of
said corporation.”

The Americans have the sagacity to see that a bank
has occasion for the power of suing and being sued.
In this country joint stock banks above sixty-five miles
from London sue and are sued in the names of two
public officers, whose names are reglgtered at tl}e
stamp office. But joint stock banks situated within
sixty-five miles of London, although .sanctloned by
law, have no prescribed mode of suing and being
sued. One would have imagined that in an act
which sanctioned the establishment of such banks,
this would have been considered one of the clauses
the most obvious and necessary.

The power to establish,.alt.er, %}nd rencw by-[aws and
regulations, seem very similar in both countries. In

England

¢ The active duties are generally delegated to a small body, called
the directors, while the main ody of proprietors reserve to themselves
the power of re-electing the dircctors, and of altering from time to
time the rules by which the directors are to be governed.

« Sec. 3. Be it further enacted, that no bank, except such as are
now incorporated, shall go into operation, make discounts, loan money,
emit bills, or promissory notes, until fifty per centum, at least, of its
capital stock shall have been paid in gold and silver money, and eXisting
in its vaults, which shall have been examined by three commissioners
appointed by the governor, whose duty it shall be, at the expense of
the banks, to cxamine and count the money actually in the vaults, and
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to ascertain by the caths of a majority of the directors of said bank, that
its capital hath been paid in by the stockholders of said bank, toward
payment for their respective shares, and not for any other purpose ;
and that it is intended to have it therein remain as part of said capital,
and to return a certificate thercof to the governor, and no loan shall
be made to any stockholder until the full amount of his shares shall
have been paid into the bank; and it shall not be lawful for any
bank to have owing to it, on loan, on a pledge of its own stock, a
greater amount than fifty per centum of its capital stock actually paid
In; and no part of the capital stock of any bank shall be sold or
transferred until the whole amount thercof shall have been paid in.”

England—

“ The law does not impose any restrictions upon the amount of
capital. This will be found to vary from £5,000,000 to £100,000 ;

and in one instance an unlimited power is reserved of issuing shares
to any extent.

*“ The law does not impose any obligation that the whole or any
certain amount of shares shall be subscribed for before banking
operations commence. In many instances banks have commenced
their business before one half of the shares are subscribed for, and
10,000, 20,000, and 30,000 shares are reserved to be issued at the
discretion of the directors.

¢ The law does not enforce any rule with respect to the nominal
amount of shares. These will be found to vary from £1,000 to £5,
The effects of this variation are strongly stated in the evidence.

** The Jaw does not enforce any rule with respect to the amount of
capital peid up before the commencement of business. This will be
found to vary from £100 to £5.”

The payment of a certain portion of the capital
before the commencement of business, is a pledge
that the project is not a mere bubble, and this is
especially necessary when the proprietors have np
farther Liability. But even with unlimited liability
a certain amount appears to be necessary. The em-
ployment of capita{) judiciously is sometimes a means
of acquiring business; and in case of loss there should
always be a sufficient capital to fall back upon without
recurring to the shareholders.

There is an evil in a bank having too small a capi-
tal. In this case, the bank will be but a small bank ;
the number of proprietors will be few, and the number
of persons eligible to be chosen directors will be few ;
hence there will not be the same guarantee for good
management. If a bank with a small capital have

F
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also a very small business, it had much better cease
as an independant establishment, and become the
branch of a larger bank. If, on the other hand, it has
a large business, with a large circulation, large de-
posits, and large loans or discounts, its losses will
sometimes be large, and hence the whole capital may
be swept away. It is true, that while it avoids losses
the shareholders will receive large dividends, but
these large profits had much better be left in the bank
as an addition to its capital than shared among the
proprietors in the form of dividends. There is dan-
ger too that the high premium on those shares may
induce many shareholders to sell out and form other,
and perhaps rival establishments.

On the other hand there is an evil in a bank having
too large a capital. In this case, as the capital cannot
be employed in the business, the directors are under
the temptation of investing it in dead or hazardous
securities for the sake of obtaining a higher rate of
interest ; perhaps too they may speculate in the funds,
and sustain loss. Hence it is much better that a bank
should commence business with a small capital, and
increase the amount as the business may require.

It is difficult to state in all cases what proportion a
capital ought to bear to the liabilities of a bank. Per-
haps the best criterion we can have, is the rate of divi-
dend, provided that dividend be paid out of the busi-
ness profits of the company. hen we hear of a
bank paying from fifteen to twenty per cent. dividend,
we may be assured that the capital is too small for the
business. The liabilities of the bank, either in notes
or deposits, must far exceed the amount of its capital.
As a general maxim, the greater the capital the less
the dividend; let the whole capital be employed at
any given rate of interest, say four per cent., then the
capital raised by notes or deposit, produce after paying
all expenses, a certain sum as profit. Now, it is evi-
dent, that if this amount of profit be distributed over
a large capital, it will yield a less rate per cent. than
when distributed over a small capital. Sometimes
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however a large capital may have increased the rate
of dividend, in consequence of having been the means
of acquiring a large increase of business. It may
have done this in consequence of inspiring the pub-
lic with confidence in the bank, and thus inducing
them to make lodgments or circulate its notes; or
it may have enabled the bank to make large ad-
vances, and thus gained the support of wealthy and
influential customers.

Although the preportion which the capital of a
bank should bear to its liabilities may vary with
different banks, perhaps we should not go far astray
in saying it should never be less than one-third of its
liabilities. I would exclude, however, from this com-
parison all liabilities except those arising from notes
and deposits. If the notes and deposits together
amount to more than three times the amonnt of the
paid-up capital, the bank should call up more capital.
It may be said, that the bank is liable also for its
drafts upon its London agents, and for the payment
of those bills which it has endorsed and re-issued:
admitted ; but in both these cases, the public have
other securities besides that of the bank.

Presuming that banks are to commence with a mo-
derate amount of capital, and to increase that amount
as the business increases, the question is suggested,
what is the best way of increasing the capital? The
English banks have followed two ways of doing this ;
one, by a further issue of shares; and the other, by
further calls upon the existing shareholders. The
capital of all the joint stock banks in England is
divided into certain portions, called shares; each
proprietor holds a certain number of these shares,
and pays a certain sum upon them. If he wishes
to transfer a portion of his capital he cannot transfer
a half share or a quarter share, but must transfer a
whole share, or a certain number of shares. Thus, if
the capital of a bank be £500,000, it may be divided
into 5,000 shares of £100 each, or 50,000 shares of
£10 each, and a certain proportion of the amount of
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each share will be paid up; and this proportion is
called the real or the paid-up capital. Thus, if one-
tenth of the above capital is paid up, then £50,000
will be the real or paid-up capital, and £500,000 will
be called the nominal capital. In the chartered
banks, on the other hand, there is usually no no-
minal capital, and the real capital is not divided
into shares or portions, but any fractional sum may
be transferred. The capital is then called stock.
When there is no nominal capital, nor any way
of increasing the amount of the real capital, this is
the best way. But, in the other case, it is more con-
venient to have the capital divided into shares.

Some persons have objected altogether to a nominal
capital ; but their objections have been dircted more
to the misrepresentations that may attend it, than to
the thing itself. They say, “ a bank announces that it
has a capital of £500,000, whereas few shares are is-
sued, and buta small sum is paid on each share; hence
people are misled, and the bank acquires a confidence
which it does not deserve.” The objection here is
against representing the nominal capital to be paid-up
capital ; it does not bear upon the principle of a nomi-
nal capital, In fact, we are misled by words. What is
called nominal capital is nothing more than a farther
sum, which the directors have the power of calling up.
If this sum had not been called capital, it would not
be objected to, as it could lead to no misapprehen-
sion. But the inquiry simply is, ought the directors
to have the power of calling upon the shareholders
for a farther amount of capital beyond that already
paid up? Were they not to have the power, the
bank would at its commencement probably have too
large a capital, and after its business had advanced,
would have too small a capital. And if the bank by
any unforeseen occurrence became involved,and should
have occasion for further sums toextricate itself from its
difficulties, it could not make any further call upon its
shareholders, although a very small advance might
prevent its utter ruin. In case of a very large capital,
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such as two or three millions, a nominal capital may
not be necessary, as so large a sum is likely to be in
all cases amply sufficient. But in banks of a second
class, it will a{ways be best to give the directors the
power of making further calls upon the shareholders.

The second way of increasing the capital of a bank,
is, by the issue of new shares. The whole amount of
shares to be issued is fixed in the first instance, and
the bank commences as soon as a certain proportion
has been issued. If the bank was not allowed to
commence business until the whole of the shares were
taken, a small amount would be fixed upon, and the
bank would be proportionably weaker. But by
beginning with a small number of shares, you have
capital enough for your business, and you acquire
more as you proceed. Many persons will join a bank
after it 1s established who would not take shares at
the commencement. Some shares are therefore
reserved for persons of this description; and as the
shares are more valuable when the success of the
undertaking is no longer doubtful, they are often
given out at a premium, and always a greater degree
of caution is exercised as to the persons to whom they
are distributed.

Some members of the committee appear to have an
objection to shares of a small amount; they appre-
hend that these shares are taken by an inferior class
of persons; and hence the body of proprietors are less
respectable. But it would appear from the returns, that
the general effect of small shares is, that each share-
holder takes a greater number. Thus in the banks of
£100 shares each proprietor has taken upon an average
twenty-eight shares, on which he has paid the sum of
£444. In the banks of £20 shares, each proprietor
has taken forty-three shares, and paid £359. In the
banks of £10 shares, each proprietor has taken fifty-
two shares and paid £400. While in the only bank
of £5 shares, each proprietor has taken 117 shares, and
paid £585.% It appears to me that the chief objection

* Bee the last cdition of my Practical Treatise on Banking.
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to which small shares are liable is, that they do not
admit of a large amount of nominal capital. The
banks of £5 and £10 shares have usually the whole
capital paid up, and hence in case of necessity the
directors have no power to call for a further amount.
Could the Northern and Central Bank havc made a
call upon their shareholders of £5 per share, this bank
might have been saved from destruction.

The latter part of this section notices a practice
which has very justly been condemned—the practice
of advancing loans to shareholders upon the secu-
rity of their shares. Although in this country ¢ the
law does not prohibit purchases, sales, and specu-
lative traflic on the part of these companies in their
own stock, nor advances to be made on the credit of
their own shares,” yet, I question if any joint stock
bank has carried this practice to any thing like the
extent which is here allowed in the very prudent
State of Massachusetts. I think it desirable that this
practice should be placed under restraint. No doubt,
sometimes it is convenient to advance a shareholder a
loan upon his own shares, and sometimes a customer
gets discounts more readily from the circumstance of
being a shareholder. But the conveniences do not
in general counterbalance its disadvantages. The
adoption of this principle in America has becn one
great cause of the failure of their chartered banks.
In all our deeds of settlement there is a clause by
which every shareholder pledges his shares as security
for any debt he may owe the bank. Such a clause
is particularly useful, as the consciousness of having
this preference often induces the bank to give tempo-
rary loans and discounts to persons whose applica-
tions would otherwise be rcjected.

In some cases, the circumstance of a bank making
advances upon its own shares arises from the heavy
stamp duties imposed upon the transfer of shares.
Could the shares in joint stock banks be transferred
like government stock without expense, a person who
wanted a temporary loan might obtain it in the money
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market upon the transfer of his shares. But now if
he wished to borrow £1000 for a week upon shares on
which £1500 has been paid, the stamp duty on the trans-
fer and re-transfer would be considerable. Under these
circumstances he very naturally applies to the bank to
make the advance, as the above-mentioned clause in
the deed of settlement supersedes the necessity for
an actual transfer. If the legislature wish to prevent
advances of this kind, the most effectualyway of doing
so would be to abolish the stamp dutics upon the
transfer of shares.
The committee state—

“ In no instance is the company forbidden to become the purchaser
of its own shares; but on the contrary, power is expressly given to
do so by means of the deeds, and that to any amount. The only
modifications of this power which your committee have found, are in
the case of one banking company, in which the directors are autho-
rized to purchase shares in the case only of a refusal to admit asa
proprictor the person proposing to buy ; and in case of another bank,
i which the number of shares to be bought in by the directors is
restricted to forty.”

In this, as in other cases, the committee have
fallen into the error of supposing that the directors
are in the habit of committing every fault which
is not prohibited by the deed of settlement. I have
never heard of a joint stock bank trafficking in its
own shares. It may sometimes be convenient for
them to buy a few shares in order to get rid of
an objectionable shareholder, but it can never be
worth their while to do so to a great extent. If a
bank issues new shares, it is quite proper that a pre-
mium should be charged proportionate to their in-
creased value.

<« Sec. 4. Be it further enacted, That the amount of bills issued by
any bank, shall not at any one time exceed twenty-five per centum
beyond the amount of the capital stock actually paid in, and no loan
or discount shall be made, nor shall any bill or note be issued by said
corporation, or by any person on their account, in any other place than
at the said bank.

«See. 5. Be it further enacted, That the total amount of debts which
any banking corporation shall at any time owe, whether by bond, bill,
note, or other contract, shall not exceed twice the amount of its capital
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stock actually paid in, exclusive of sums due on, account of deposits;
nor shall there be due to said corporation at any one time, more than
double the amount of its capital stock actually paid in. In case of
excess of debts so due from said bank, the directors under whose
administration it shall happen, shall be liable for the same in their
private capacities, and an action of debt may in such case be brought
against them, their, or any of their heirs, executors, or administrators,
in any court proper to try the same, by any creditor or creditors of
said corporation, and may be prosecuted to final judgment and execu-
tion, any condition, covenant, or agrecment to the contrary notwith-
standing : but this shall not be construed to exempt said corporation,
or the lands, tenements, goods, or chattels of the same, from being also
Kable for, and chargeable with said excess. Such of said directors whio
may Lave been absent when said excess was contracted or created, or
who may have dissented from the resolution, or act, whereby the same
was contracted or created, may respectively exoncrate themselves from
being so liable by forthwith giving notice of the fact, and of their
absence or dissent, to the governor and council, and to the stockholders
at any general meeting, which they shall have power to eall for thas
purpose.”

Thesc sections present to us two restrictions which
are not noticed by the committee. 'We may therefore
enlarge our catalogue of legal imperfections by two
more startling articles, thus:—

“The law does not impose any restriction upon the
amount of notes issued by these companies, however
small may be their paid-up capital.”

“The law does not limit the amount of Toans ad-
vanced by these companies, however small may be
their funds for granting them.”

It is, however, worthy of inquiry, whether ¢ these
eompanies” should incur liabilities beyond a eertain
proportion to their paid-up capital? Is there no
impropriety in a bank with £50,000 capital incurring
liabilitics to the extent of £500,000? If a bank by
notes or deposits owes £500,000, it is liable to sud-
den calls for considerable amounts; and hence it
should have a proportionable paid-up capital, to be
better able to meet these sudden demands. And
besides, this £500,000 must be employed, and losses
may thereby be incurred to a large amount, and
hence there should be a proportionable paid-up capital
that the bank may be able to sustain these losses
without making farther calls upon the shareholders.
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As the circumstances of different banks vary very
much, it would be difficult to fix upon any proportion
that would not be liable to objections. The proportion
allowed in the State of Massachusetts is rather liberal
than otherwise : the notes may be 1} times the amount
of the capital; and the total liabilities, exclusive of
the deposits, may be twice the capital. Mr. Gallatin
states that the average amount of notes issued by the
State Banks taken together did not exceed forty-four
per cent., nor the aggregate amount of their notes
and deposits eighty-one per cent. of their capital;
and he believes that a positive restriction on the issue
of notes, so that they never should exceed two-thirds
of the capital, would be highly beneficial. The total
amount of notes issued by the joint stock banks are
supposed to be about one half the amount of their paid-
up capital.

The limitation of debts due to the bank appears to be
made with the view of limiting the issue of notes. The
most certain way would have been to limit the issues.
If the capital, and the notes, and the deposits are
limited, the loans made by the banks will necessarily
be limited by circumstances more forcible than any
law that could be passed on the subject; thatis, by
the ability of the bank to make them. But the plan
in America has been to limit the loans. Mr. Gallatin
says, “ We think that no bank should be permitted to
extend its loans, including stocks of every description,
and every species of debt, in whatever manner
secured, beyond twice the amount of its capital.
We find provisions to that effect in the laws of
Massachusetts and Louisiana. The aggregate amount
of the loans made and of the stocks held by the
former bank of the United States never amounted to
seventy per cent., nor that of the existing bank to
fifty per cent. beyond the amount of their respective
capitals,”

The act which incorporates the state bank of Mas-
sachusetts is in conformity with the above regulation,
but the charter of the North Bank in the same State
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requires * that the amount of bills issued from said
bank at any one time shall not exceed fifty per centum
of the amount of the capital stock actually paid in.”
A writer, I have already quoted, remarks, that ¢ these
charters are founded upon that cautious policy which
marks the character of the people of Massachusetts;
a prudence, however, in the opinion of many, which
has neither promoted the interest of their monied
institutions, nor aided the enterprize of the commu-
nity, and which happily for the prosperity of the State
of New York has not been hitherto followed here.”

« Sec. 6. Be it further enacted, That no banking corporation within
and under the authority of this commonwealth, shall vest, use, or
improve any of its monies, goods, chattels, or effects, in trade or com-
merce, but any corporation aforesaid may sell all kinds of personal
pledges lodged with it by way of sccurity, to an amount sufficient to
reimburse the sum loaned, with interest and expenses. Every banking
corporation as aforcsaid, may hold real estate, lands, and tenements,
requisite for the convenient transaction of its business, not exceeding
twelve per centum on the amount of its capital stock, unless they have
been, or shall be thereto specially authorised, exclusive of what it may
hold on mortgage, receive on execution, or take as security for, or in
payment of, any debt to said corporation, and no more.

Although the law in England does not place any
limitation upon the amount of loans or advances
made by joint stock banks, yet restrictions upon some
descriptions of advance are imposed by most of our
deeds of settlement. The committee state—

« Advancing money on real security is in no instance forbidden. The
deeds of three companics are silent on this subject, the rest expressly
allow it. ) .

« The majority of the deeds are silent on the subject of the pur-
chase of land. The Banking Company expressly allows it.
The Banking Company and the Union Banking Company ex-
pressly forbid it. . o )

« An advance of money on mining concerns is il mno instance
expressly allowed, in many it is expressly forbidden, in the majority it
is passed over in silence. . _

« Advances of money upon any public foreign government stock or
the stock of any foreign chartered public “ company” is directly sanc-
tioned in the deeds of four banking companies. Investment in foreign
government stock or funds is allowed by the deed of another bank.
Such advances are expressly forbidden by many of the deeds, and are
passed over in silence by many others.”

In no casec does it appear that any restriction is
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placed upon loans granted upon individual sccurity;
that is, upon overdrawn accounts. In all our manu-
facturing towns it is the practice for the banks to
make large permanent advances to the manufacturers.
And as a remuneration they charge a commission of
a quarter per cent. upon the account. Here the
banks adopt the dangerous principle of running great
risks for the sake of large profits. This practice has
not been introduced by the joint stock banks. It
has for many years been the practice of the private
bankers, and has no doubt been exceedingly benefi-
cial in stimulating our manufactures, and in giving
worthy men of small means the opportunity of ad-
vancing themselves in the world. But now that our
manufacturers are become wealthy, the same practice
is not necessary. It is not the business of banks to
supply their customers with capital to carry on their
trade; it is a dangerous principle; because in the
first place, there is a great risk upon individual
security ; and then, if the money is wanted, it can-
not suddenly be called up. I think, therefore, that
joint stock banks should limit their advances of this
sort to a certain proportion of the amount of paid-up
capital. And with regard to chartered banks, one
condition of the charter should be that the bank
admits of no overdrawn accounts.

“ Sec. 7. Be it further enacted, That none but a member of the
corporation for which he is chosen a director, being a citizen of, and
resident in the commonwealth, shall be eligible to that office; and a
majority of directors, in any bank, shall be residents within the county
where the bank is located, and no person shall be a director in two
banks at one and the same time ; no bank shall have less than five, or
more than twelve dircetors, to be determined by their bye-laws. The
directors shall choose one of their own number to act as president; and
in case of the absence of the president, a chairman may be appointed
for the time being. A majority of the directors shall always be

necessary to constitute a quorum for doing business. The directors
may make the president such compensation as shall appear to them
reasonable.

¢« Sec. 8. Be it further enacted, That the directors shall be chosen
by ballot annually, at a meeting held on the first Monday in October,
by the stockholders, at such time and place, within the city or town
where said bauk is established, as the president and directors for the
time Dbeing may designate, by giving public notice thercof fourtcen
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days previous thereto, in some newspaper printed in the county; and
if ‘there be no newspaper printed in said county, then in some one in
the city of Boston. The number of votes to which each stockholder
shall be entitled, shall be according to the number of shares he shall
hold, in the following proportion : That is to say—For one share, one
vote ; and every two shares above one shall give a right to one vote
more, provided no one member shall have more than ten votes; and
absent members may vote by proxy, such proxy being authorised in
writing ; vacancies occurring in the board of directors before the ex-
piration of the term for which they were chosen, may be filled at any
meeting of the stockholders called for that purpose, as hereinbefore
provided. In like manner, the directors shall have power to call
special meetings of the stockholdets as often as they think the interest
of the corporation may require it.

“ Sec. 9. Be it further enacted, That the directors shall make half-
yearly dividends of the profits of the bank. The directors shall have
power to appoint o cashier, clerks, and such other officers, for carrying
on the business of this bank, with such salaries as to them shall seem
meet ; and such cashier, clerks, and other officers, shall retain their
places until removed therefrom, or others appeinted in their place.

« Sec. 10. Be it further enacted, That the cashier, before he enters
on the duties of his office, shall give bond, or bonds, with two or more
sureties, to the satisfaction of the board of directors, conditioned for
the faithful performance of the duties of his office: Provided, that in
no case shall bonds be taken for aless sum than twenty thousand
dollars, nor a greater than fifty thousand dollars. It shall be the duty
of the cashier of any bank aforesaid, to call special meetings of the
stockholders at any time hereafter, on the application, in writing, of the
proprietors of twenty per centum of the capital stock thereof, by giving
fourteen days public notice of such meeting, in the manner herein-
before provided.”

These sections are very similar to clauses that are
inserted in our deeds of settlement. They refer to
several matters of detail which can be arranged by
the banks much better than by the legislature. It is
worthy of inquiry, however, whether the legislature
might not fix the qualifications of a director. The
only tangible qualification is property. It seems
essentially necessary that a bank director should be
a man of property. Neither talent, nor rank, nor
influence should be taken as a substitute for pro-
perty. Most of our deeds of settlement require
that a director should hold a certain number of
shares. But the amount of property thus invested
is usually inconsiderable. And it is not desirable,
on several accounts, that a director should hold a
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large number of shares. It is understood that none
of the directors of the Bank of England hold a
greater amount of bank stock than their qualification.
It appears that in the banks of Massachusetts all the
directors go out every year, but may be re-elected by
ballot. In the Bank of England eight directors go
out every year, but are always re-elected. By the
charter of the Bank of Ireland five new directors
must be chosen every year. The deeds of settlement
of the joint stock banks vary very much in this
respect.

“Sec. 11. Be it further enacted, That in case the officers of any
banking corporation aforesaid, in the usual banking hours, shall refuse
or delay payment in gold or silver money, of any note or bill of said
corporation, there presented for payment, the said corporation shall be
liable to pay, as additional damages, at the rate of twenty-four per

centum per annum, for the time during which such payment shall be
delayed or refused.”

This regulation is peculiar to America. In itself
it may be very good, but the stoppage of payment
ought also to be attended by the forfeiture of the
charter. In this respect, the law of England in
regard to joint stock banks is very defective. If the
banks stop payment it does not appear that the credi-
tors have any power to interfere, or to obtain possession
of the funds of the bank. Each creditor may sue the
public officer, and having obtained judgment may
issue execution against the funds of the bank, and
the private property of the shareholders. It is pro-
posed as a subject of inquiry, whether in case of
stoppage, the affairs of a bank ought not to be placed
immediately in the hands of government com-
missioners, for the purpose of winding it up, and an
extent in aid issued against the property of all the
directors, that in case it should be necessary to come
upon the property of the proprietors to make good

the deficiency; that of the directors should be first
taken.

“ Sec. 12. Be it further cnacted, That in case of any loss or defici-
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cney of the capital stock in any bank aforesaid, which shall arise from
the official mismanagement of the directors, the persons who are stock-
holders at the time of sucli mismanagement, shall in their private and
individual capacities, be respectively liable to pay the same : Provided,
however, that in no case shall any one stockholder be liable to pay a
sum cxceeding the amount of the stock actually then held by him.

« Sec. 13. Be it further enacted, That the holders of stock in any
banking corporation aforesaid, in this commonwealth, when its charter
shall expire, shall be chargeable in their private and individual eapaci-
ties, and shall be holden for the payment and redemption of all bills
which may Lave been issued by said corporation, remaining unpaid, in
proportion to the stock they may respectively hold.

¢ Sec. 14. Be it further enacted, That any stockholder of any bank
who shall have been obliged to pay any debt or demand against said
bank out of lLis individual property, shall have a bill in cquity, origi-
nally to be tried in the supreme judicial court, to recover the propor-
tional parts of such sums of money as he may have so paid, from the
other stockholders, who may be equally liable for the same, and such
damages and costs as the court may decree, and said bill in equity may
be inserted in a writ of attachment, or original summons.”

In America, the banks are chartered banks, and the
shareholders, in most cases, have no liability beyond
the amount of their respective shares. In England,
every shareholder is liable to the full extent of his
property for all the debts of the bank.

Unlimited liability gives greater security to the
public. It will hardly be denied that all the property
of five hundred partners gives greater security for
the debts of the bank than any small portion of that
property that may be advanced in the form of paid-up
capital. It is not necessary to prove that the paid-up
capital and the remaining property of the partners
form a larger fund than the paid-up capital alone.
The unlimited liability of the partners constitutes
therefore a higher guarantee for the ultimate payment
of the debts of the bank, whether those debts arise
from notes or deposits.

Unlimited liability, is to a certain extent, a gua-
rantee for prudent management. As the dircctors
are liable to the full extent of their property, they
will take care not to incur such risks as will place
that property in jeopardy. And the shareholders
will take care to choose directors, whose wealth and
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character render them worthy of confidence; and
they will also attend to the annual report of the
directors, and will be alive to any event that may
endanger the prosperity of the bank. It is no
objection, to say that private bankers run risks,
although their whole property is liable, and hence
the directors of joint stock banks would run risks in
the same way. First. Private bankers, for the most
part, have not run risks as bankers, but as manufac-
turers and merchants, and the failure of their com-
mercial enterprizes has brought down their banks.
Secondly. The private bankers had greater induce-
ments to run risks, because all the profit of the risk
went to themselves; but bank directors have no such
inducement, because the profit that comes to them-
sclves is very small, being only in proportion to the
shares that they hold, while the failure might en-
danger their whole property, as the directors fwould
be the first that would have judgment issued against
them. Nor is it any objection to say, that the share-
holders will not pay any regard to the administration
of the bank, so long as they receive good dividends.
It may be very true, that when the shareholders have
provided for the good management of the bank, by
choosing efficient directors, that they will then attend
no farther to its administration beyond receiving the
half-yearly or annual reports. But let it be once
even rumoured that the directors are acting unfaith-
fully towards the shareholders, or let it be suspected
that the dividends are not paid out of the profits, and
then see if the shareholders will not meet, and show
by their conduct, that they are alive to the sense of
unlimited liability.

The unlimited liability of the sharcholders attracts
the public confidence. It is not enough that a bank
is ultimately safe, the public should believe that it is
safe. A want of confidence in our banking establish-
ments has been the cause of much misery. The panic
of 1825 would have been far less calamitous had there
existed no suspicion of the banks ; but in consequence
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of the general suspicion, many stopped payment, who
were afterwards proved not only to be solvent, but
wealthy. It will not be denied, that the public will
place greater confidence in a bank, where, in addition
to the paid-up capital they have a claim upon the pro-
perty of all the partners, than where they have to de-
pend upon the paid-up capital alone. It is remarkable
that this tendency of unlimited liability to inspire
public confidence should be advanced as an objection
against it. It has been said, that the public confidence
may be abused, and that banks presuming on the con-
fidence they know they have acquired, may engage in
speculations to which they would not otherwise resort.
We grant that the public confidence may be abused ;
but is there no way of guarding against these abuses,
but by rendering the banks less deserving of con-
fidence ? 1f a commander presuming on the goodness
of his ship were to attempt a dangerous voyage, in
which he should peril the ship and cargo, that might
be a very good reason for displacing the commander,
or for prohibiting him making the same voyage a
second time ; but would that be a sufficient reason for
damaging the ship, so as to render her less sea-worthy?
They who assert that unlimited liability acquires an
excessive degree of public confidence, admit that the
public opinion is in opposition to their own. The
think that unlimited liability renders a bank less
worthy of confidence ; the public think the reverse,
and they act accordingly.

But it is said, that if the liability were limited,
a more respectable class of persons would become
shareholders in joint stock banks. Perhaps this is
the case with a few of the landed gentry, but certainly
not with any large portion of them. They are the
principal declaimers against joint stock banks. But
why is it so desirable that they should become part-
ners? Is it on account of their habits of business,
or their superior knowledge of banking? No; it
is because their large {properties would give weight
and respectability to the bank. DBut of what value
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would their property be to the bank, if their liability
was limited to the amount of the paid-up capital?
Besides, it is not necessary that every man of pro-
perty in the country should be a shareholder in a
Joint stock bank ; and if we have a sufficient number
of wealthy men to make the banks safe and respect-
able, why need we alter the law to meet the scruples
of others whose assistance is not required ?

But it is said that unlimited liability has been tried
and failed. The private banks in England were all
founded on unlimited liability, and yet large numbers
of them have failed. Is it believed that if these pri-
vate banks had been founded on limited lability, the
failures would have been less numerous? Besides, is
it fair to infer that because the unlimited liability of
six partners fails to produce a good bank, that there-
fore the unlimited liability of six huundred partners
would be equally ineffectual? And if in some cases
even this has becen found to fail, are there no failures
on the other side? Has not limited liability been
also tried and failed ? Are the one hundred and sixty-
five chartered banks that have failed in America to go
for nothing ? And what are all the returns, the oaths
of the dircctors, the examinations and countings of the
money by government commissioners, but so many
acknowledgments that limited liability is not to be
trusted ?

If limited liability is to be tried at all, it should be
under heavy restrictions—restrictions more severe
than those imposed upon the banks of America. It is
perhaps possible to frame charters with such provi-
sions as might justify the limitation of the liability to
three or four times the amount of the paid-up capital.
I may have occasion to notice some of these provisions
at the end of this section.

“Sec. 15. Be it further enacted, that every bank shall be kept in
the city or town in which it is, or shall be originally established, and
such part of such city or town as is prescribed by its charter.”

The Americans have adopted the district system.
G
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The banks of every state confine themselves to that
state, and do not extend their branches into the neigh-
bouring states. Analogous to this is the district sys-
tem of banking adopted by the joint stock banks in
England. Had the law of 1826 permitted joint stock
banks to be established in London, we should pro-
bably by this time have had ten or a dozen bapks hav:-
ing their head quarters in London, and extending their
branches throughout the country. But as the law
prohibited these banks being established within sixty-
five miles of London, it nccessarily gave rise to banks
occupying particular districts in the country. T!le
advantages which are alleged to belong to the dis-
trict system are the following—that the bank will be
better adapted to the wants and habits of the people—
that a local feeling will be excited in its favour, hence
the inhabitants of the district will take shares, and the
occurrcnce of rums upon the bank will be less pro-
bable—that a better system of management may be
expected, as it can more easily be governed, and will
be more under controul—that a panic in the district
will not affect the other parts of the country, and hence
supplies may be more easily obtained — that banks
will be of a moderate size, and hence will be attended
with the advantages arising from numerous banks
acting as checks upon each other, instead of a few
large banks who may combine for objects injurious
to the nation; and that as each bank will have
an agent in London, the bills they draw will thus
have two parties as securities, and the public will
have a pledge that there is no excessive issue in
the form of Kkites or accommodation bills, On the
other hand, it may be contended, that in Scotland
the large metropolitan banks which have branches
extended throughout the country, have generally been
morc successful than the provincial or district banks—
that there is a greater security to the public for the
notes or deposits—that advances are not so likely to be
made to speculative parties merely on account of their
local influence—that the capital raised in one part of
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the country can be employed in another—that the
transmission of money from one part of the country to
another is more rapid and direct—that the establish-
ment of the bank being on a larger scale, you have
a superior class of directors, and can demand the ser-
vices of higher talents in those who are employed as
officers.

It does not appear that these two systems are neces-
sarily at variance with each other.  County or dis-
tricts banks have no doubt many advantages, but they
do not seem to supersede banks on a larger scale.

Both the district and the extended system of bank-
ing are attended with a system of branches. The
Bank of the United States had a branch in every state,
and several of the state banks have also branches. It
will be seen at page 48 that the 558 banks have 146
branches.

When the law existed in England that no bank
should have more than six partners, the branch
system scarcely existed. In some cases, a bank
had a branch or two a few miles distant, but no in-
stance occurred of a bank extending itself throughout
a county or a district. But with joint stock banking
arose the branch system—the head office was placed
in the county town, and branches were opened in the
principal towns and villages around. The credit of
the bank being firmly established, its notes circulated
freely throughout the whole district. The chief ad-
vantages of this system are the following :—

There is greater security to the public. The secu-
rity of the whole bank is attached to the transactions
of every branch; hence there is greater safety to the
public than could be afforded by a number of separate
private banks, or even so many independent joint
stock banks. These banks could have but a small
number of partners—the paid-up capital and the pri-
vate property of the partners must be comparatively
small ; hence the holder of a note issued by one of
the independent joint stock banks could have a claim
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only on that bank : but if that bank, instead of being
independent, were a branch of a large establishment,
the holder of a note would have the security of that
large establishment; hence the branch system unites
together a greater number of persons, and aflords a
more ample guarantee.

The branch system provides greater facilities for
the transmission of moncy. The sending of money
from one town to another is greatly facilitated, if a
branch of the same bank be established in each of
those towns, for all the branches grantletters of credit
upon each other. Otherwise you have to ask the banker
in the town from which the money is sent to give you
a bill upon London, which is transmitted by post, or
you request him to advise his London agent to pay the
money to the London agent of the banker, who resides
in the town to which the money is remitted. This
takes up more time, and is attended with more ex-
pense. A facility of transmitting money between two
places usually facilitates the trade between those
places.

The branch system extends the benefits of banking
to small places where independent banks could not be
supported. An independent bank must have an inde-
pendent board of directors who in most cases will be
better paid—the manager must have a higher salary
because he has a heavier responsibility, and a large
amount of cash must be kept unemployed in the till,
because there is no neighbouring resource in case of a
run. There must be a paid-up capital, upon which good
dividends are expected; a large proportion of the funds
must be invested in exchequer bills, or other govern-
ment securities, at a low interest, in order that the
bank may be prepared to meet sudden calls; and the
charge for agencies will also be more. On the other
hand, a branch has seldom need of a board of direc-
tors, one or two being quite sufficient—the manager
is not so well paid: there is no necessity for a large
sum in the till, because in case of necessity the branch
has recourse to the head office, or to the neighbouring
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branches; nor is a large portion of its fund invested
in government securities that yield but little interest,
as the head office takes charge of this, and can ma-
nage it at a less proportional expense. Besides at
some branchcs the manager attends only on market
days, or once or twice a week. The business done on
those days would not bear the expensc of an indepen-
dent establishment.

The branch system provides the means of a due
distribution of capital. Some banks raise more capi-
tal than they can employ, that is, their notes and
deposits amount to more than their loans and dis-
counts. Others employ more capital than they raise,
that is, their loans and discounts amount to more than
their notes and deposits. Banks that have a surplus
capital usually send it to London to be employed by
the bill brokers. The banks that want capital must
cither restrict their business, or send their bills to
London to be rediscounted. Now if two banks, one
having too much, and the other too little capital, be
situated in the same county, they will have no direct
intercourse, and will consequently be of no assistance
to each other: but if a district bank be established,
and these two banks become branches, then the sur-
plus capital of one branch will be sent to be employed
at the other—thus the whole wealth of the district
is employed within the district, and the practice of
rediscounting bills in London will be proportionably
diminished.

The branch system secures a better system of ma-
nagement. The only way to secure good manage-
ment is to prevent the formation of small banks.
When banks are large the directors are men of
more wealth and respectability—they can give large
salaries to their officers, and hence can command
first-ratc talent — there will be a more numerous
proprictary; and in a large number there will be
always some active spirits who will be watchful of
the conduct of the dircctors and the manager; be-
sides, in a numerous proprictary there is a greater
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number of persons eligible to be directors, and conse-
quently there is a wider choice. In populous cities such
as London or Manchester, a large bank may be formed
without branches—but in smaller places there is no
way of forming a large bank but by giving it branches
throughout the district. A branch bank in a small
town will probably be better managed than an inde-
pendent bank in the same place. 'The directors and
manager of the branch will be appointed by the direc-
tors at the head office, assisted by the general ma-
nager, who are very competent to judge what qualifi-
cations are necessary for these offices, and who would
not be biassed by local partialities. But the direc-
tors of the independent bank would most likely be
self-appointed or chosen by the proprietors, because
no others could be obtained, and these directors would
appoint some friend of their own to be manager. The
manager of the branch, besides the superintendence of
the directors, which he has in common with the ma-
nager of the independent bank, will be subject to
visits from the general manager or the inspector; and
he must send weekly statements of his accounts to the
head office. The consciousness of responsibility will
thus secure a more anxious attention to his duties;
and besides, he will probably be looking forward for
promotion to a higher branch as a reward for his
successful management. These circumstances secm to
ensure a higher degree of good management to the
branch.

At the same time it must be admitted that banks
with numerous branches require a proportionate paid-
up capital, and that the capital be kept in a dispose-
able form ; it also requires vigilant and constant inspec-
tion, and a rigid system of discipline.

A proportionate paid-up capital is necessary, because
in case of a run therc are a greater number of points
of attack ; hence the funds must be divided to meet
all these possible attacks, for if one branch he over-
powered, the whole bank is immediately exposed to
suspicion.
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Another danger arises from the incompetency or
negligence of the managers of branches. Among a
number of men it is not likely that all are clever,
and all prudent; and one case of neglect on the part
of one manager, may in times of alarm throw discredit
on the whole establishment. Besides, there is some-
times danger even from the zeal of the branch mana-
gers. Each manager is naturally anxious to increase
the business of his own branch ; and he will perhaps
find that the most easy way of doing this is to extend
his loans and discounts. Hence each manager tries
to employ as much capital as he can ; and the urgent
remonstrances he receives from head quarters, requir-
ing him to restrict his discounts, are either evaded or
delayed. Thus the bank proceeds until some heavy
demand for money arises at head quarters, and it is
then found that all the capital of the bank has been
absorbed by the branches. These advances cannot
be suddenly recalled, and thus the bank is ruined.

What number of branches a bank ought to have,
and what distance they cught to be from the head
office, have been the subject of much discussion.
No general rules can be given. The subject may very
safely be left to the discretion of the banks themselves.
Several of the banks in Scotland have from thirty
to forty branches. The Provincial bank of Ireland,
whose head office is in London, have branches spread
all over Ireland. I am not aware that in these cases
any danger or inconvenicnce has been experienced.
When branches are found troublesome or unprofit-
able, they will very soon be discontinued. In some
instances, even in Scotland, the branches of the
larger banks have been withdrawn in consequence of
being unable to sustain a competition with the local
banks of the district.

“See. 16. Be it further enacted, that, upon any requisition of the
legislature, cach banking corporation shull loan to the commonwealth,
u sam not exceeding five per centum on its capital stock at any one
time, reimbursable by five anuual instalments, or at any shorter period,
at the election of the commonwealth, with the annual payment of
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interest, at a rate not exceeding five per centum per annum: provided,
that the commonwealth shall never at any one time stand indebted to
any corporation, without its consent, for a larger sum than ten per
centum of its capital. Tt shall be the duty of the treasurer of this
commonwealth, whenever he shall have occasion to borrow any sum of
money of any incorporated bank, under and by virtue of any authority
for that purpose given by an act or resolve of this commonwealth, to
give notice in writing to the president or cashier of any incorporated
bank of the amount which he has occasion to borrow, and demanding
of said bank a loan of the same, conformably to the provisions of
this act, and the commonwealth will hold itself responsible for any
money borrowed of any bank by the treasurer; and if any incorporated
bank aforesaid, shall neglect or refuse for the space of thirty days after
notice given as aforesaid, to loan to the said treasurer the sum so
demanded, said bank shall forfeit and pay into the treasury of this
commonwealth, the sum of two per centum per month upon the
amount of any sum so demanded, and so after that rate for a shorter
or longer time, so long as said neglect or refusal to comply with such
demand of said treasurer shall continue: provided, that the notice
demanding such loan shall be accompanied by an attested copy of such
act or resolve, and shall be approved by the governor in writing ; and
it shall be the duty of the treasurer, at the expiration of one month
after said demand shall have been made, to institute an action, in the
name of and for the nse of this commonwealth, in any court of com-
petent jurisdiction, against the bank so neglecting or refusing for the
recovery of the said penalty, and so from month to month, to institute
similar suits for the recovery of the penalty aforesaid, so long as such
neglect or refusal shall continue ; and it shall also be the duty of said
treasurer, upon obtaining judgment and exccution on any such action
or actions, to cause the amount thercof to be forthwith levied upon the
goods, chattels, or lands of the bank, against which the same shall
have been obtained. It shall be the duty of the treasurer, in making
the demand aforesaid of any bank or banks, to equalize, as far as is
conveniently practicable, the amount of such demand among the
several banks within the commonwealth, baving reference to the
amount of the obligation of each bank to loan to the commonwealth,

and to the amount previously borrowed of each bank, under the
authority thereof.”

This arrangement is bad—the government will
require these loans only in seasons of distress, and
in these seasons the banks are least able to spare
it. To raise this money for the state they must restrict
their loans to individuals, and hence the distress will
be increased. [t would be much better for the com-
monwealth to borrow ten per cent. of the capital at the
time the charter was granted.

Several American writers have recommended as an
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improvement on their system of bauking, that the
whole of the capital should be lent to the state.

¢ The business of all those banks consists in recciving money on
deposit, in issuing bank notes and in discounting notes of hand or bills
of exchange. A portion of the capital is sometimes invested in public
stocks, but this is not obligatory, and in this they differ essentially
from the Bank of England. The capital of this institution being
loaned to government, and not depending on the solidity of the paper
discounted, affords a staple guarantee to the holders of notes and to
the depositors. The bank can loan to individuals or advance to
government (beyond its capital as above-mentioned) nothing but the
difference between the aggregate of its notes in circulation, and of the
credits in account current on its books, and the amount of specie in
its vaults. But the American banks lend to individuals, not only that
difference. but also the whole amount of their capital, with the ex-
ception only of such portion as they may find it convenient, but are
not obliged to vest in public stocks. It follows, that the security of
the holders of notes, and of the depositors generally, rests exclusively
on the solidity of the paper they have discounted. It might seem, on
the other hand, that as the Bank of England cannot apply its original
capital to any immediate use, whilst the American banks may, by
curtailing their discounts, call in their capital on any emergency, they
might, without risk, put in circulation a greater proportionate amount
of notes. But such curtailments can never be made to any con-
siderable extent without causing much distress; and in point of fact,
a large portion of their loans consists of what the merchant considers
as permanent accommodation, and in the country often rests on real
security. This departure from what has been deemed the true banking
principle, must, it is believed, be ascribed to the original dispesition of
the capital."—Gallatin, page 40.

¢ The modifications of the banking system to be proposed and
recommended for adoption, may be bricefly described, as requiring the
capitals of banks to be invested in permanent securities, and their
credits founded alone on the known amount, and condition of their
capitals to be employed in the operations of discount, to an extent not
exceeding in any instance the amount of capital invested.

“ By the investment of the capital the sccurity of the public and
of individual creditors may be considered as increased to that amount.
For under this system, while the capital will be exempt from the
risks of commercial paper, the issues made will be at least as well
secured by the notes and bills discounted, as is possible in the case of
banks employing both capital and credit. 1If, therefore, such events
should occur, as to render the discounted paper unavailable, the
capital existing in another form, and not being liable to the same
casvalties, would supply the defect ; whereas, under the present
system, there is no such fund in reserve.

“ Should a bank on this plan issue a quantity of paper equsl to the
whole of its capital, it is obvious that the whole of the commercial
notcs and bills discounted must be proved bad, and be bad before the
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holders of the bank paper could be injured ; and in the extreme case
of such an entirc loss, the capital reserved from hazard would still
protect the utmost possible amount of outstanding issues. .

“ But the safety of this system would result chiefly from its effect
in preventing over-issues of paper, and consequently, drains of specie,
and contractions of the circulation; and thereby preventing those
reductions and fluctuations of prices, which bring about suspensions
and failures, and render the present system so unsafe, both to indi-
viduals and banks.

“ On the proposed system a far greater degree of confidence would
exist, and be maintained even in the periods of adversity and depression
in the solvency and stability of the banks, than is possible on the
existing plan, and consequently, unless in very extraordln'::l.ry cases,
agitation and panic would be depressed or wholly prevented.” —Lord’s
Principles of Currency and Banking, page 12, 84. New York, 1829.

It has often been suggested in this country, that the
private bankers should make deposits with government
as a sccurity for their notes, but the plan has never
been carried into effcct.  To compel either a private
or a joint stock bank to deposit that which could not be
withdrawn in case of emergency, would be to cause a
lock-up of capital liable to all the objections advanced
against lending money upon dead security ; and even
should those funds be available, it would be unjust
unless the same amount of money that was invested
should be returned. It is no doubt advisable that
every bank should invest some portion of its capital in
government security. The objection to buying stock
is, that the stock is sure to be low when the money is
wanted ; and were a law to be made requiring banks
to invest their funds in a security, that in case of
emergency could not be realized without loss, it would
be little better than an act of confiscation. It may
therefore be worthy of inquiry, how far government
might issue to joint stock and private banks a kind of
bank debentures similar to exchequer bills. These
debentures to bear interest, say at four per cent.
receivable every year, and to be granted only to
bankers; the banks not to be at liberty to sell their
debentures, but might borrow money upon them from
the Bank of England, or from other parties as thev
think proper.
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“8Sec. 17. Be it further enacted, that any committee especially
appointed by the legislature for the purposc, shall have a right to ex-
amine into the doings of any banking corporation chartered under the
authority of this commonwealth, and shall have free access to all
their books and vaults; and if, upon such examination, it shall be
found, and after a full hearing of said corporation thereon, be de-
termined by the legislature, that said corporation have exceeded the
powers granted them, or failed to comply with any of the rules, re-
strictions, and conditions provided in the laws relating to them, their
charter thereupon may be declared forfeit and void ; and if an officer
of any bank, or other person having charge of the books and property
of any bank, shall refuse or neglect to exhibit said books and property,
or shall in any way obstruct said examination by a committee as afore-
said, he or they so offending shall be guilty of a misdemeanor, and on
conviction thereof, shall be punished by a fine not exceeding ten
thousand dollars, or imprisonment not exceeding three years, at the
discretion of the court.

<« Sec. 18. Be it further cnacted, that in addition to the capital stock
to which any bank may be entitled by its act of incorporation, the
commonvealth shall bave a right to snbscribe thereto an amount not
exceeding fifty per centum of its authorised eapital, whenever provision
shall be made thereto by law : and the commonwealth, from the time
of making any such payment towards the capital stock of any such
bank, shall be entitled to their proportionate share of the profits and
dividends arising from the amount thercof.

« Sec. 19. Be it further enacted, that, in addition to the dircctors
authorized by law to be chosen by the stock-holders in the several
banks, the legislature shall have a right from time to time to appoint a
number of directors in any bank, in such proportion as the sums paid
from the treasury of the commonwealth towards the stock of said
bank shall bear to the whole amount of stock actually paid into the
said bank, if at any time hercafter they shall see fit to exercise that
right.

I presume the object of this provision is to secure
the good management of the banks. If the govern-
ment have reason to believe that a bank is not well
managed, they can appoint directors of their own,
through whose influence a better system of manage-
ment may be introduced. But if the securing of good
management be the sole object, where is the necessity
of the commonwealth making an addition to thecapital,
and receiving a proportion of the dividends? If a bank
be prosperous, why should the government step in and
share its profits? If a bank'be not prosperous, why
should the property of the state b: invested in a losing
concern ?
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The directors of thc Bank of the United States
were twenty-six, of whom six were appointed by the
president and senate. There does secm a propriety in
some of the directors of a national bank bcing ap-
pointed by the government. First, it seems to connect
the bank more closely with the government, and thus
to render the government to a certain extent respon-
sible for the conduct of the bank. Secondly, it may
prevent the occurrence of disputes betwcen the go-
vernment and the bank, that might be injurious to the
public. Thirdly, it might secure a more enlightened
system of management, by introducing directors of a
different class in society from those chosen by the
proprietors; the union of merchants and statesmen is
always desirable in the formation of a board of direc-
tors. Fourthly, the bank would be less likely to incur
the charge of conducting their affairs upon principles
of hostility towards other banks; directors appointed
by the state would not be disposed to enter into all
the petty jealousies of commercial bodies, and hence
would not be suspected of wishing to employ the pri-
vileges of the company as a means of crushing rival
establishments.

¢ Sec. 20. Be it further enacted, that every bank shall be liable to
pay to any bona fide holder the original amount of any note of said
Lank altered in the course of its circulation to a larger amount, not-
withstanding such alteration.

“Sec. 21. Be it further cnacted, that every bank shall, within ten
days after the first Mondays in October and April, annually pay to the
treasurers of this commonwealth, for the use of the same, a tax of
one-half of one per centum on the amount of such part of their
original stock as shall have been actually paid in by the stockholders
in the respective banks : provided, that if any portion of the capital
stock shall not have been paid in six months previous to said days,
then the tax on such portion shall be paid in proportion to the time
that has elapsed since it was actually paid m. It shall be the duty of
every bank which shall be incorporated after the first Monday in
October, in the year of our Lord one thousand eight hundred and
thirty-one, or whicli, on that day, shall not have completed the pay-
ment of their several instalments, to furnish the treasurer of the
commonwealth, on or before the first Mondays in October and April,
with an abstract of the amount of stock actually paid by the stock-
Tolders into their respective banks, together with the time when the
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several instalments were paid. And if any bank shall neglect to pay
the aforesaid tax for the space of thirty days after the same shall
become due, it shall be the duty of the treasurer to issue a warrant of
distress, directed to the sheriff of the county in which such bank is
situate, or his deputy, commanding them to levy and collect the sum
due from the estate and effects of such bank, which warrant shall be in
the same form, mutatis mutandis, as warrants of distress against de-
linquent sheriffs are by law directed to be issued.”

The Americans tax the capital of their banks—the
English tax their notes, their bills, their bonds, and
their transfers ; the latter plan scems preferable, as the
banks are taxed in proportion to their business.

The composition of the stamp duty upon notes is a
great improvement. The banks pay only upon the
amount in circulation. When the notes were actually
stamped, the banker paid a duty upon those also in his
possession.

Bills drawn upon London at not more than twenty-
one days date, are included in the composition. This
arrangement should be extended to all bills drawn
upon London. It is much better than stamping the
bills, as the duty would vary, not only with the amount
of the bill, but with the time it has to run. It is quite
fair that a bill which is drawn two months after date
should pay twice the duty which is paid by a bill
drawn only one month; and it would do so under the
composition, but on the existing plan it pays pre-
cisely the same. The composition upon duties should
not only be extended to all bills, but the returns
ought to be made separately. At present the amount
is unknown, as the twenty-one day bills and the notes
payable on demand are included in one sum.

Banks also contribute to the state by the stamp
duties paid on cash credit bonds, surety bonds, and
other legal instruments ; they also greatly increase the
sums derived from the stamp duties on bills of ex-
change, and the post-office revenue.

There is also a heavy duty upon the transfer of
shares in joint stock banks. It seems hardly fair that
a transfer of shares in a joint stock bank should pay
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the same tax as a transfer of a landed estate of equal
value : the estate will probably not be sold again for a
life-time ; the shares in the bank may change hands
several times in a year. If the tax were lightened the
transfers would be more numerous, and possibly the
revenue more productive.

“Sec. 27. Be it further cnacted, that the cashier of every bank,
shall, in every year, make a return of the state of such bank, as it
existed at two o'clock, afternoon, of the first Saturday in such pre-
ceding month as the governor may dircct, and shall transmit the same
as soon as may be, not exceeding fifteen days, to the sceretary of this
commonwealth, which return shall specify the amount due from the
bank, designating in distiuct columns the several particulars included
therein, and shall also specify the resources of the bLank, designating
in distinet columns the particulars included therein. Which return shall
be signed by the cashier of each bank respectively, who shall make
oath or affirmation before some magistrate qualified to administer oaths,
to the truth of said return, according to his best knowledge and belief,
and a majority of the directors of each bank shall certity and make
oath, or affirmation, lefore the same magistrate, as their respective
cashiers, that the books of such bank indicate the state of facts so
returned by their cashier, and that they have full confidence in the
truth of the return so by him made, and no further or other return
shall be required from said banks.

« Sec. 28. Be it further enacted, that the secretary of this common-
wealth be, and he hereby is authorized and directed to procure, at the
expense of the commonwealth, printed copics of the form of the
return required by this act, and to furnish four such copies of the
same, to the cashier of every bank, in the months of March, or April,
annually.

« Sec. 29. Be it further enacted, that it shall be the duty of the
secretary of this commonwealth, after he shall have received the returns
from the several banks, as aforesaid, to cause to be prepared, and
printed, a true abstract from those rcturns, each column to be footed
up as soon as practicable after they shall have been received, and the
secretary shall transmit, by mail, one copy thereof to the cashier of
each bank incorporated by authority of this commonwealth.”

Perhaps these are some of the most useful of the
American regulations. Returns are required from

each bank, and from the whole is prepared an abstract’

exhibiting the actual condition of the currency, and
the state of banking in the country. Every man
who has paid much attention to the question of
the currency in England must be conscious that he
has not sufhicient facts to enable him to form con-
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clusions upon many important questions. The
paucity of facts is one cause why we have so many
theories. The received opinions upon this subject are
for the most part, rather the result of abstract rea-
soning than deductions from facts. Had we more
ample information there would be less room for
speculation, and we should arrive at certain know-
ledge instead of being wafted about by fluctuating
theories. But the science of statistics has received
till lately but little attention in this country, and
perhaps, the statistics of banking have received less
attention than any other portion of that science. It
is only since 1833 that we have periodical publica-
tions of the circulation of the Bank of England, and
of the country banks, and even these are imperfect.

First, then, we ought to have more minute accounts
of the circulation of the Bank of England.

We ought to have, not merely the quarterly averages
of the circulation, but the actual weckly amounts, in
order that the fluctuations caused by particular events
may be clearly perceived.

The circulation of the London office should be given
separately from that of the branches. At present they
are all included in the same amount.

The amount of notes payable on demand should
be given separately from the bank post bills drawn at
seven days sight, and from the drafts drawn by the
branches upon the head office.

It is quite clear that returns made as at present can
be of very little use as a means of forming any correct
principles upon the subject of the currency. Let it
be supposed, for instance, that the last return shows a
considerable reduction in the quarterly average of
notes in circulation, and I wish to trace the effects of
this reduction upon the money market of London.
How can I do this? 1 know not whether the reduc-
tion took place at the beginning or at the end of the
quarter, whether in the issues of the London office,
or in those of the branches, whether in the notes
payable on demand, or in the bank post bills, or in the
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branch drafts on London. 'If then, I found my
reasonings upon the supposition that the r(i-lductlon
took place at the end of the quarter, and in t eiﬁ noteiﬂ,
payable on demand, issucd by tllleSi](;r(;gdon office,

g very erroneous conclu . o
ma:I)'hte)ielei(i t:(a)noth}ér piece of informgtion “fhlchfltlls
desirable to possess relative to thfe circulation o t]ei
Bank of England, and it is one which the bank c.an{xlo
supply. It is desirable to know the dlfference.m' 1'10
amount of the active circulation qnd the de.a_d circula-
tion, so as to be able to trace their respectweTﬁui’cua‘i
tions. That portion of the notes of the Banlf of Llrlxgdm;,
which is passing from hand to hand,_may be called the
active circulation. That portion which is hoardedl,1 O(Il‘
kept in rescrve to meet possd).le.dem:.mds, may be ca ;‘
the dead circulation.  Now it is quite certain that the
dead circulation, while it remains 1n t.hat state, }}al.s n(;‘
effect upon the prices of commodities, the spirit o
speculation, or the foreign exchanges. These an}
effected only by the active qlrfzulatlon. In seasons o
pressure the dead circulation is increased at the expense
of the active circulation, because people hoard their
money to meect contingencies. Hence we ﬁn_d the
pressure 1s often more severe than the reduction lof
the bank circulation would_ secm to warrant. But thie
fact is, that the pressure is in proportion to the re-
duction of the active circulation, a_nd not in proportion
to the reduction of the whole circulation. Qn the
other hand, in seasons of abundapce, th.e dead cu'cpla-
tion is diminished, the active c1.rculat10n' proportion-
ably increased; and hence, the stimulus given to trade
and speculation is much greater than the returns of the
Bank of England would warrant us to expect. Now
what means do we possess of getting at the amount of
the dead circulation? The Banlg of Englgnd can
give us no information on the subject. But it seems
probable that almost all the dead circulation is in the
hands of the different banks: very few private in-
dividuals keep any hoard of bank notes. If then, all
he bankers and banks be required to produce returns
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of the amount of Bank of England notes in their
possession, this might enable us to form a judgment
as to the amount of the dead circulation.

It is well known that bills of exchange serve the
purpose of promissory notes. It is therefore of im-
portance, in all discussions upon the currency, to
ascertain the amount of the bill circulation. It may
be justly supposed, that a large proportion of the bilis
in existence are in the hands of the banks. In their
periodical returns, the banks, thercfore, should state
the amount of bills of exchange in their possession ;
and the country banks should state the amount of
outstanding bills they have drawn upon their London
agents.

Banks of deposit serve the same purpose as banks
of civculation. Payments are made by cheques as
well as by notes. The amount of the deposits should
therefore be known.

If then it be not desirable to require a balance-sheet,
every bank in England, whether private or joint stock,

should at least once in three months render to govern-
ment the following returns :-—

LIABILITIES.
An account of all the notes in circulation.
The amount of their deposits.
The amount of undue bills they may have drawn.
ASSETS.
The amount of the Bank of England
The amount of gold and silver.
The amount of undue bills discounted,
The amount of government securities they held.

Also, the amonnt of bills lodged by customers to be placed to
their eredit when due.

notes in their possession.

These returns might be consolidated, and published
in the following form—

Notes payable on demand.

Bank of England notes issued at the London office,
Ditto issued at the branches.

Notes issued by the private bankers,
Notes issued by the joint stock banks.
Total amount of notes npon demand in circulation.

I
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Bank Post Bills and Bills drawn upor London by Joint Stock and
Private Bankers.

Bank of England post bills issued at the London office.
Drafts drawn by Bank of England branches upon ditto.
Drafts on London by private bankers.

Ditto ditto by joint stock banks.

Total amount of post bills and drafts upon London.

Deposits.

Deposits in the joint stock banks that issue notes.
Ditto in ditto that do not issue notes.

Ditto in private banks that issue notes.

Ditto in ditto that do not issue notes.

Private deposits in the Bank of England.

Total amount of private deposits.
Public deposits in the Bank of England.

Total deposits.

Bills of Exchange.
Discounted. Deposjted

Bills of exchange in joint stock banks that issue notes.
Ditto in ditto that do not ditto.

Ditto in private banks that do.

Ditto in ditto that do not ditto.

Ditto in Bank of England.

o ———

Total amount of bills of Exchange.

An account of Bank of England notes, gold, govern-
ment stock, &c. might also be stated in the same man-
ner, distinguishing the different classes of banks.

Had we returns such as these for a series of years,
we should probably be able to confirm or to correct
some of the received opinions respecting the currency.
We might also be able to judge how far the accu-
sations advanced against some of our banking esta-
blishments are well or ill-founded, and we might dis-
cover some practical measures for preventing those
evils that now result from the alternate expansions
and contractions of the circulating medium. To the
statesman this information would be useful in other
respects, as it would furnish a criterion of the wealth
and commerce of the country. Lord Althorp wished
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to adopt some measurc of this sort in 1833. In his
speech upon the renewal of the bank charter, he
stated—

“It appeared to him very desirable, that a better mode should be
established for regulating the estimation of the circulation of the country
banks. It was essential that the amount of their notes in circulation
should be accurately known. It was for that purposc he proposed,
that these country banks, instead of having the option as now enjoyed
by the Bank of England of muking a composition for the stamp duty
payable on the gross amount of their notes issued, should be compelled
to pay 7s. per cent. stamp duty upon the notes which they issued ;
thus government would know at all times the exact amount of country
bankers notes in eirculation. No evil could happen in the case of any
country banker from such an arrangement. He did not wish to expose
the affairs of individual bankers ; for though he thought it desirable to
make the affairs of joint stock banks known to the public, he did not
think it expedient to extend it to private bankers. He proposed that
every individual bank should send up a statement to London, as a
strictly confidential paper, which was not to be published in a separate
form, but the accounts being added together, the total result would be
given to the public periodically. These were the grounds of the pro-
positions which he felt it his duty to submit to the committee on this
important subject. He should observe, that the country banker could
state the whole of his available assets.—(Sir Robert Peel asked whether
the statement would include landed property.) As to that point,
landed estates, although not immediately convertible, tended certainly
to an increase of security for the ultimate solvency of the banker, and
on that ground it might be matter of consideration, whether the desecrip-
tion of property referred to should not be included in the account.
These were the propositions which he would submit to the committee.”

From this quotation, it appears that Lord Althorp
did not contemplate the publication of the affairs of
any individual bank. The committee of 1836 state,
“The law does not provide for any publication of the
liabilities and asscts of those banks, nor does it enforce
the communication of any balance-sheet to the pro-
prietors at large.” It may be asubject of inquiry how
far such a measure would be beneficial. The publica-
tion of a balance-sheet by individual banks seems liable
to the following objections.

1. That it is not a fair criterion by which you can
form any judgment of the real condition of the bank.
You might see that the bank had a certain amount of
securities, or had advanced a certain sum upon loans ;
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but whether those securitics were available, or whether
those loans could suddenly be called up, arc points
upou which the balance-sheet could give no informa-
tion. 'The Agricultural and Commercial Bank of Ire-
land published a very satisfactory balance-sheet a few
weeks only before they stopped payment.

2. It would lay the hank open to attacks from its
rivals or opponents. The balance-sheet will shew in
what way the funds of the bank are employed, but it
will not state the reasons why they are so employed.
The opponents of the bank may attack every item of
the balance-sheet, and the directors may not be able
to repel those attacks without a breach of confidence
that would be injurious to the cstablishment. Sup-
pose, for instance, the balance-sheet should shew that
the bank had advanced a few thousand pounds
upon mortgage. This might be justly considered
as a departure from the sound principles of bank-
ing; yet it might in this case be justified by some
peculiar circumstances, which nevertheless the dirce-
tors could not publish without scrious injury to the
parties concerned. The production of a balance-sheet
1s advocated upon the ground that it would enable the
sharcholders to judge of the ability and prudence of the
directors. But how can they do this without knowing
the reasons by which the directors are influenced in
their decisions ?

3. It would cause a great deal of speculation in the
shares. The sharcholders and the public wounld form
their opinions of the baunk from the statements in the
balance-sheet ; and according to these opinions the
price of the shares would fluctuate in the market.
Suppose it were scen that the bank had invested a
large portion of its funds in government securities,
and it was known that during the year the price of
those sccuritics had experienced a considerable fall,
would not the bank shares immediately fall too?
Again, supposc at the end of a ycar like 1836, it should
appear th.at the bank held a considerable amount of
overdue bills, the apprehension of loss would cause the
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bank shares to fall; soon afterwards these bills might
be paid and then the shares would rise again.—
Thus, the publication of balance-shecets would keep
the prices of shares in perpetual fluctnation, and fur-
nish a most fruitful source of speculation and gam-
bling.

4. It would be perfectly ineflicicnt as a protection
against fraud. The balance-sheet it seems is to be a
check upon the directors, and yet the dircctors them-
selves are to prepare the balance-sheet. They nust
be stupid knaves indeed, if they produce such a
balance-shect as shall expose their own knavery.
Besides, the balance-sheet merely shews the state of the

bank on one day in the year. Would it not be easy
to put the bank on that day in sach a condition as
would give satisfaction to the sharcholders? An Ame-
rican writer will give us a lesson upon this subject.

“1f we had all these accounts collected and arranged to our hand, a
question might arise as to the sense in which they should be under-
stood. There is an ambiguity in many bank statements, which ren-
ders them useless. The word “ cash” under the pens of some bank
officers, contracts and expands its meaning with as much facility as
bank medium contracts and cxpands its amount. Sometimes it in-
cludes “ mint certificates,” becanse cash can be got for them in the
market. Sometimes, in the case of a country bank, it includes city
bank notes, beeause they are to the country bank “as good as cash;”
sometimes cash and “bills of exchange” are given together.

“If all ambiguity were removed from bank statenients, another
question might arise, and that is, how far they are to be depended
upon. We have seen a committee of the legislature of Connecticut
accusing one of the banks of that state of rendering a false account of
the amount of notes in circulation.

“ No doubt, the accounts of many banks are fairly rendered, but it is
impossible, in a general view of the subject, to say how many bank
returns are faithful, and how many are not. There may be a literal
exactness in the returns, and yet some fact may be suppressed, which,
if generally known, might entirely change the impression the public
receives from a bank statement. T could,” says a writer in a Ports-
mouth, New Hampshire paper, “‘name more than one bank in this state,
where a cousiderable portion of the debts mentioned in the return,
were worth nothing ; and much of the specie was borrowed fiom indi-
viduals or banks, laid in the vaults those two days, and then returned
to the owners with the seals unbroken.” The author of a pamphlet,
published at New York in 1828, eatitled “a Pecp into the Banks,”
objected to a new law of that state, requiring the banks to make sem-
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annual returns of the amount of specie in their vaults for the following
reasons. ¢ It is well known, that institutions which heretofore have
been required to make these exhibitions, have prepared, previous to the
period of making them, to present as favourable statements as possible.
1f all the banks in the state are to do so, it will produce a semi-annual
pressure for money. Paper, payable a short time previous to these
periods, will be discounted freely, when a general curtailment will be
made. The notes and bills payable out of the state, will obtain a pre-
ference, that thereby funds of specie, in Philadelphia, Boston, &e., may
be made for a few days the property of banks in this state. In this
and other contrivances, the officers will be employed to make a display
of that which has no permanent existence.”*

Most of the Euglish deeds of settlement guard
against any degree of publicity being given to the
accounts of individuals. Their provisions in this
respect form the best answer to those who assert that
the transactions of individuals with joint stock banks
are universally known.

“No principle seems to be more attended to or prominently put
forward, than that of preserving secrcey as to the state of accounts of
the customers of the banks. To this principle there does not appear
to be an exception. ) )

«The directors are in general required to sign a declaration, pledging
themselves to observe secrecy as to the transactions of the bank with
their customers, and the state of accounts of the individuals. In some
of the companies this declaration is also to be signed by all the clerks
and officers. One banking company goes so far as to require an oath
to this effect. If the proprietors are dissatisfied with the statement of
accounts made by the directors, a power is generally rescrved to
appoint auditors or inspectors for the examirmtion.ot_' the books'; but
these auditors or inspectors are required to sign a similar declaration of
secrecy. ) )

«No proprietor, not being a director, is entitled to inspect any of
the books of the company.

« The directors are in general bound to exhibit to the general meet-
ing of the shareholders a summary or balance-sheet of their affairs, and
to make such further statcment or report as the directors may deem
expedient and conducive to the interests of the company. In the case
of one of these banks, even this is not obligatory by terms of the deed,

which leave it to the discretion of the directors whether they do or do
not exhibit a balance-sheet. Ina very extensive bank, the proprietors
annually appoint auditors to examine the affairs of the company, and to
report thereon. ] ) )

“In some of the companies the principle of secrecy is carried still
further ; two of the directors, selected from the rest, are the exclusive

* (touge’s Short History of Paper Money and Banking in the United
States.
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depositors of the power of inspecting the private accounts of customers.
These persons are sometimes called ¢confidential directors.” This
provision is stated to be made, ‘in order that the credit and private
transactions of individuals may be preserved inviolate.” Sometimes
they are called ‘ managing directors,” sometimes ¢ special directors.” In
other companies, though all the directors have the power of inspection
of the accounts of customers, two of the directors are sclected to
inspect bills and notes, ‘in order to prevent the exposure of such
bills of exchange and promissory notes as may pass through the bank.’
These two directors are called ‘the bill committee.” In two of the
companies, a single person, called ‘the manager,” has the exclusive
power of inspecting the notes.”

“Sec. 30. Be it further cnacted, that the president, directors, and
company of any bank established by authority of this commonwealth,
on application, within one year from the passage of this act, shall be
authorized, with the assent of the legislature for the time being, to
continue its operations as a banking company for the further period of
twenty years from and after the first Monday in October, m the ycar
of our Lord one thousand eight hundred and thirty-one, with all the

powers and privileges, and subject to all the duties and requirements,
of this act.”

In our deeds of settlement the duration of a com-
pany is not usually limited to any number of years; its
existence depends upon contingencies.

“ The deeds of all these companies contain some provision for dis-
solution in certain contingencies. It is in general provided that a dis-
solution of the company shall take place by reason either of a certain
amount of loss, or of a voluntary agreement. Dissolution by reason of
loss in the great majority of the deeds is provided for in the following
manner :—

“ It is necessary to premise that the directors of cach of these com-
panies are bound to set aside a certain portion of the profits to form a
fund to meet extraordinary demands, which fund is sometimes called
the ¢ surplus fund,’ sometimes the ¢ reserve fund,’ but more usually
the ¢ guarantee fund.” The ordinary provision for dissolution is to this
effect :—That if the losses sustained shall at any time have absorbed the
whole of this guarantee fund, and also one-fourth of the capital paid up,
then any one shareholder may require the dissolution of the company,
which shall take place accordingly, unless two-thirds in number and
value of the sharchiolders shall be desirous of continuing the company,
and shall purchase the shares of those proprietors who wish to with-
draw. In one bank the dissolution of the company takes place upon a
loss of one-fifth instead of one-fourth of the capital. In two other
banks no mention is made of the guarantee fund.

“ The provision of the great majority of deeds, as above stated, is,
that in the event of a given amount of loss, any one shareholder may
propose the dissolution. In some, three shareholders are required. In
the Banking Company A. the requisition for dissolution must be made
by ten sharcholders holding 200 shares ; in the Bank B. by one-fourth
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of the company ; but if the loss amount to one half of the capital, then
by any single shareholder.

¢ By the genera] provisions of the great majority of deeds, the disso-
lution of the company, though duly proposed, may be averted by two-
thirds of the proprietors; but in some there exists no such restriction ;
and on the occurrence of a given amount of loss, the dissolution, if
proposed, is to take place immediately, even though no partner should
propose it.

¢« The Banking Company C. has provisions for dissolution peculiar to
itself, and among others it is set forth, that the partnership shall de-
termine on the 1st of January, 2001.

“ The Bank of D., besides the usual provision for dissolution in case
of a loss, has a provision for dissolution if the company shall not repay
a contribution to a shareholder who shall have been compelled to pay a
debt of the company.

“ A dissolution, by voluntary agreement, may in general be directed
by a majority of two-thirds of the shareholders in the number and
value, but with thie concurrence of a certain number of the directors.

“In some companies a voluntary dissolution may be effected by
three-fourths of the shareholders; in others by amajority; in a few
others there is no provision for a voluntary dissolution.

<« See. 31. Be it further enacted, that if, during the continuance of
any bank charter, granted or renewed under the provision of this Act,
any new or greater privileges shall be granted to any other bank now
in ‘operation, or which may hereafter be created, cach and every bank
in operation may be entitled to the same.

« See. 82. Be it further enacted, that no bill or note, of the denomi-
nation of one hundred dollars or less, shall be issued by any bank
aforesaid, unless the same shall be impressed from Perkins' stercotype
plate : provided, that no greater sum than one cent shall be charged
for each bill impressed from the class of plates on which is the fine
writing, nor more than two cents for bills of either of the other classes;
but the legislature may, at any time hereafter, authorise and require
the use of any other plates.

« Sec. 33. Be it further enacted, that all Acts and parts of Acts
heretofore passed in relation to banks, inconsistent with the provisions
of this Act, be, and the same are hereby repealed, so far as the same
might apply to all banks whose charter may be extended under the
provisions of this Act.”

The committee conclude their analysis of the deeds
of settlement thus—

« The House will see from this analysis that these deeds of partner-
ship, on which depend the whole transactions of the banks and their
responsibilitv to the public, so far from being framed according to one
common and uniform principle, differ materially from ecach other in
many most important particulars ; and, in some instances, the deeds
contain provisions open to very serious objections, as entailing possible
consequences highly injurious to the interests of the public, and of the
banking establihments themselves.”
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It may be questioned whether any deed of settle-
ment can be framed which shall not contain provi-
sions that may by possibility become injurious. Hence
arises the propriety of inserting a clause, giving the
proprietors the power of altering the deed, as circum-
stances may require. The committee state, that with
onc single exception, ““ the main body of the proprietors
reserve to themselves the power of selecting the direc-
tors, and of altering from time to time the rules by
which the directors are to be governed.” “ The deeds
of all the other companies expressly give a power to
the sharcholders to make new laws and regulations.”

Whether we view the history or the principles of the
respective institutions, I think 1t is abandantly evident,
that as a whole the system of chartered banks acted
upon in America, is 1nferior to the system of joint
stock banks as acted upon in Scotland : nor does it
appear that there are many of the Amecrican regula-
tions that could be advantageously introduced into
our joint stock system. The restrictions on the amount
of notes, deposits, and loans, are merely nominal ; and
were they reduced to so low a proportion as to be real
restrictions, they would most probably be pernicious.
Under the American system of limited liability, these
regulations may be proper enough, for it is quite
proper to limit the debts of a bank, if vou limit the
fund from which those debts are to be discharged.
The most important of the American regulations, are
those that refer to the paid-up capital, and that require
the periodical returns to be made to the government;
and these I think may very usefully be engrafted upon
our system.

While, however, separately considered, the Ame-
rican system scems inferior to the joint stock system,
I see no objection to their existing together, provided
that® neither be forced upon the public by the power
of the legislature, but that they are left to depend
entirely on public support. We have the means of
trying the system of chartered banks, either in con-
nection with the system of joint stock hanking, or
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in a state of separation from that system. According
to the existing law, no joint stock bank of issue can be
established within sixty-five miles of London. If char-
tered banks were established beyond that distance, they
would have to contend against joint stock banks, and
hence their comparative merits might be easily ob-
served. But if chartered banks of issue were also al-
lowed at a greater distance than ten miles from London,
the space between ten and sixty-five miles, a space
greater than the fourth of all England and Wales,
might have an extensive system of chartered banks,
and here we should perceive their operation in a state
of separation from the system of joint stock bauks.

It may therefore be worthy of inquiry, whether the
legislature might not improve our banking institutions
by the adoption of regulations somewhat similar to
the following—

I. With regard to joint stock banks.

1. All deeds of settlement to be submitted to a
public officer who should have power to strike out
those provisions that are contrary to law, and to object
to those he might consider injurious to the public or to
the shareholders.

2. That a list of the shareholders and the amount
of the paid-up capital shall be inserted once a year in
the London Gazette, and a printed copy given to all
the shareholders and customers of the bank.

3. No bank to commence business until a capital of
£20,000 was paid up; to have £50,000 paid up by
the end of the first year, and £100,000 by the end of
the second year, or else to ccase. Banks in London and
Manchester to commence with a capital of £100,000.

4. The bank to make to government the perio-
dical returns I have described ; and to lay a balance-
sheet before the shareholders when requested by them
to do so, but not otherwise.

5. In case of a stoppage of payment, the affairs of
the bank to be placed immediately in the hands of
government commissioners, for the purpose of being
wound up, and an extent in aid to be issued against
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the property of the directors, that in case it should be
necessary to come upon the property of the share-
holders to make up a deficiency, that of the directors
may be first taken.

II. That those joint stock banks that require it may
have charters upon the following conditions.

1. That the paid-up capital shall be at least £250,000,
and the nominal capital £1,000,000.

2. The shareholders shall not be liable beyond the
amount of the nominal capital.

3. The bank shall make periodical returns to go-
vernment in the manner described, and shall lay be-
fore its shareholders an annual balance-sheet, certified
by two auditors who are not directors.

4. The bank shall not permit any overdrawn ac-
counts, nor advance any money upon mortgage,
railways, &c. &c., nor in any other way except by
discounting bills or investments in government secu-
rities.

5. The bank shall not issue notes beyond the
amount of its paid-up capital, nor incur liabilities
beyond three times the amount of its paid-up capital.

6. The bank shall not discount or rediscount any
bills it may have discounted, nor reissue any bills
having more than three months to run.

7. The bank shall not draw bills upon London at
more than two months after date.

8. The bank shall not have any branches.

9. The charter shall be limited to ten years, and the
bank shall be established beyond ten miles from
London.

10. In case the bank should stop payment, its affairs
shall immediately be placed in the hands of the
government commissioners, for the purpose of being
wound up. In case of a deficiency, all the share-
holders shall be answerable to make it good, but only
in proportion to their respective shares; and an extent
in aid, or some other process equally summary, shall
enforce these claims.

It will be seen that I have not suggested any
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method of limiting the vilue of the shares, the
amount of the nominal capital, or the number or dis-
tance of the branches. 1 am inclined to think that
these are matters which the legislature had better let
alone.

We must always Dear in mind that it is not the
business of the legislature to lay down rules for the
management of Janks; but merely to establish such
laws as shall have the effect of placing the banks under
the guidance of persons who know how to manage
them. Upon this subject T need only (uote the speech
delivered from the throne at the opening of the pre-
sent session of parliament.

«The best security against mismanagement of Lanking affairs
must ever be found in the capacity and integrity of those who are
entrusted with the administration of them, and in the caution and pru-
dence of the public ; but no legislative regulation should be omitted

which ean increase and ensure the stability of establishments upon
which commercial credit so much depends.”

This may be regarded as a truism, but it is a
truism that is often forgotten, and hence it very pro-
perly found a place in the royal speech. It is useful
to legislators to be reminded of the limits of legisla-
tion.

SECTION V.

A COMPARISON BETWEEN TIIE ENGLISH AND THE AMERIC\AN
SYSTEMS OF BANKING, WITII REFERENCE TO TIE CUR-
RENCY AND TO THE FOREIGN EXCHANGES.

In 1810 two bank directors stated to the bullion
committee, that in regulating the general amount of
their loans and discounts, they did not “advert to the
circumstance of the exchanges, it appearing upon a
reference to the amount of the notes in circulation,
and the course of the exchange, that they frequently
have no conneetion.”
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Since that period the opinion of the directors of the
Bank of England have undergone a change; and it is
now admitted, that the amount of notes in circulation
has a considerable effect upon the foreign exchanges.
The mode in which this effect is produced is thus
described in the History and Principles of Banking.

¢ The effect which the amount of notes in circulation has upon the
foreign exchanges has been the subject of much discussion. One party
contended, that as the amount of notes increases, the exchange must
become unfavourable. Another party maintained, that the exchanges
were not at all affected by the issue of notes, but by the state of foreign
trade. The authors of the report of the bullion committee expressed
the former opinion, some of the bank directors maintained the latter.

“ Tt is obvious that the exchanges are regulated by the amount of
gold that is required to be sent abroad, either to pay the balance of
trade, or to pay our armies, or to subsidize foreign powers, or as rents
to absentees, or for some other purpose. Now it is clear that an
increased or diminished issue of notes will in no way diminish the
amount of gold that is to be sent abroad, and therefore have no_direct
effect upon the exchanges ; if we owe gold, we must pay it ~We may
diminish our issue of notes, but that will not pay our debts. If, then,
the issue of notes have any effect upon the exchanges, it must be in an
indirect way.

“T have already stated that an increased issue of notes can have no
effect upon the prices of commoditie- at home, but by influencing either
the supply or the demand. If the increased quantity of money raises
the demand for commodities beyond a certain point, it will advance the
price; and if it increases the supply, it will lower the price ; but in no
way can the quantity of money in circulation affect the prices of com-
modities but through the channels of supply and command. Just so
with the foreign exchanges; an unfavourable course of exchange
arises generally from our owing a sum of money which we have to pay,
in consequence of our imports having exceeded our exports. An
increased quantity of money, therefore, to affect the exchanges, must
diminish the amount of our foreign debt, and it can do this only by
cither inercasing our exports or diminishing our imports. ~ When
money is abundant, our merchants can import more than formerly ;
this increases our debt. The importers are disposed to lay in stocks
of goods, und the competition between the importers raiscs the prices
they give to the foreigner; hence there are heavy sums to be sent
abroad. It is true, that when money is abundant our manufacturers
and exporters ean also export more goods, but the competition among
exporters diminishes the price to the foreigner, and hence we have a
less proportionate sum to reccive. The exporter, too, having abun-
dance of money, gives the foreigner long credit, and hence the money
is not received in England for a considerable time after the goods
have been shipped ; in the mean time the exchanges become unfavour-
able, and gold must be sent abroad. Now suppose in this state of
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things the bank contract their issues ; money becomes scarce, bills can-
not be discounted, and trade is dull. Now, then, the importer having
already a heavy stock of goods, will buy no more, he is anxious to
sell, for he has not now sufficient capital to keep so large a stock—a
general desire of selling will cause a fall of price. Fewer commodities
will now be imported, and these obtained at a less price; hence there
is less money due to the foreigner. The exporters on the other hand,
deprived also of their usual accommodation, cannot carry on business
to the same extent ; the supply will be reduced, the competition is
less, and prices rise to the foreigner. The exporters, too, cannot now
give such long credit as formerly ; they will call in the sums due to
them, and hence more money must come in from abroad. As, then,
we have to pay other nations a less amount of money for our imports,
and they have to pay usa greater amount for our exports, the exchange
will become favourable. It is obvious that this operation will cause
great embarrassment to trade ; in fact it is only by producing embarrass-
ment that a contraction of the currency can affect the exchanges.

¢ The amount of notes in circulation affects the foreign exchanges
in another way. When an increased issue takes place, money becomes
more abundant ; the lenders are more numerous, and the supply of
capital is increased ; hence the price given for the loan of money, that
is the rate of interest, falls. Persons who have money to employ will
find they cannot obtain the same interest as formerly, hence they
will be disposed to invest it in the foreign funds, where it can be
employed to greater advantage. In order to remit this money, they
will purchase foreign bills; this demand for foreign bills will advance
their price, and the exchanges will consequently be unfavourable. On
the other hand, when the circulation is considerably reduced, money
becomes scarce, a higher price will be given for the use of it, the rate
of interest rises ; persons who have property abroad will be disposed to
bring it home, where it can be more profitably invested ; they will
draw bills against it, and sell them in the market. This new supply of
bills will lower the price, and make the exchanges favourable.

‘It should always be recolleeted that the transmission of money as
subsidies, loans, or for investment in the foreign funds, will have the
same effect upon the exchanges as though it were transmitted in pay-
ment of commodities imported. Whenever, therefore, the issue of notes
shall, directly or indircctly, cause a transmission of money from one
country to another, the exchanges will be affected; but when this
shall not be the case, the expansion or contraction of the currency will
have no effect upon the foreign exchange.” ’

It is also an admitted principle in America, that
paper issued to excess will have the effect of raising
prices, stimulating speculation, and rendering the
exchanges unfavorable. The operation of the currency
upon the exchange in America was thus described a
few years ago by Mr. Biddle, the President of the
Bank of the United States.
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“ The currency of the United States consists of coin, and of bank
notes promising to pay coin. As long as the bank can always pay the
coin they promise, they are useful ; because, in a country where the
monied capital is disproportioned to the means of employing capital,
the substitution of credits for coins enables the nation to make its
exchanges with less coin, and of course saves the expense of that coin.
But this advantage has by its side a great danger. Banks are often
directed by needy persons, who borrow too much, or by sang uine
persons, anxious only to increase the profits, without much pecuniary
interest or personal responsibility in the administration. The constant
tendency of banks is, therefore, to lend too much, and to put too many
notes in circulation. Now the addition of many notes, even while
they are as good as coin, by being always exchangeable for coin, may be
injurious, because the increase of the mixed mass of money generally,
occasions a rise in the price of all commodities. The consequence is,
that the high price of foreign productions, tempts foreigners to send
a large amount of their commodities ; while the high price of domestic
productions, prevents these forcigners from taking in exchange a large
amount of our commodities. When, therefore, you buy from foreigners
more than they buy from you, as they cannot take the paper part of
your currency, they must take the coin part. If this is done to a con-
siderable extent, the danger is, that the banks will be obliged to pay
so much of their coin for their notes, as not to leave them a sufficient
quantity to answer the demand for it, in which case the banks fail, and
the community is defrauded. To prevent this, a prudent bank, the
moment it perceives an unusual demand for its notes, and has reason to
fear a drain on its vaults, should immediately diminish the amount of
its notes, and call in part of its debts. So on a large scale, when the
banks of a country perceive such a demand for coin for exportation,
as diminishes too much the stock of coin necessary for their banking
purposes, they should stop the exportation. This they can always do,
if their affairs have been well managed : and here lies the test of bank
management.

“The law of a mixed currency of coin and paper is, that when,
from superabundance of the mixed mass, too much of the coin part
leaves the country, the remainder must be preserved by diminishing
the paper part, so as to make the mixed mass valuable in proportion ;
it is this capacity of diminishing the paper which protects it. Its
valuc consists in its elasticity, its power of alternate expansion and
contraction, to suit the state of the community ; and when it looses its
flexibility it no longer contains within itself the means of its defence,
and is full of hazard: in truth the merit of a bank is nearly in propor-
tion to the degree of this flexibility of its means.

If a bank lends its money on mortgages, on stocks, for long terms,
and to persons careless of protests, it incurs this great risk, that,
on the one hand its notes are payable on demand, while, on the other
its debts cannot be called in without great delay, a delay fatal to its
credit and character. This is the general error of banks who do not
always diseriminate between two things essentially distinct in banking,
a debt ultimately secure, and a debt certainly payable. But a well-
managed bank has its funds mainly in short loans to persons in busi-
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ness; the result of business tramsactions payable on a day named,
which the parties are able to pay, and will pay at any sacrifice in order
to escape mercantile dishonour. Sucha bank has its funds, therefore,
constantly repaid into it, and is able to say whether it will or will not
lend them outagain. A bank so managed, if it finds too much demand
for its coin to go abroad, begins by not lending more than it receives
every day, and then goes farther, by not lending as much as its income,
declining to renew the notes of its debtors, and obliging them to pay
a part or the whole; making it a rule to keep its discounts within its
income. The operation proceeds thus: by issuing no new notes, but
requiring something from your debtors, you oblige them to return to
you the bank notes vou lent’them, or their equivalents. This makes
the bank notes more scarcer — this makes them more valuable—
the debtor in his anxiety to get your notes, being willing to sell his
goods at a sacrifice—this brings down the prices of goods, and makes
every thing cheaper. Then the remedy begins. The foreigner finding
that his goods must be sold so low, seuds no more. The American
importer, finding that he cannot make money by importing them, im-
ports no more. The remainder of the coin, of course, is not sent out
after new importations, but stays at home where it finds better employ-
ment in purchasing these cheap articles ; and when the foreigner hears
of this state of things he sends back the coin he took away. He took
away merely because your own domestic productions were so high that
he could not make any profit in his country by taking them. But
when the news reaches him that his productions are very cheap in our
country, he will also learn that our productions are cheap too, and he
sends back the coin to buy these cheap productions of ours. We
therefore get back our coin by diminishing our paper, and it will stay
until drawn away by another superabundance of paper. Such is the
circle which a mixed currency is always describing. Like the power
of steam, it is eminently useful in prudent hands, but of tremendous
hazard when not controlled ; and the practical wisdom in managing it
lies in siezing the proper moment to expand and coutract it, taking care,
in working with such explosive materals, whenever there is doubt, to
incline to the side of safety.

“ These simple elements explain the present situation of the country.
Tts disorder is over-trading brought on by over-banking. The remedy
is, to bank less and to trade less.

“During the last year, money was very abundant, that is, the de-
mand for coin being small in proportion, the banks distributed freely
their discounts and notes. This plenty concurred with other causes,
especially the expectation of a new taniff, to induce an increased im-
portation of foreign goods, and at the same time furnish great facility
for procuring them on credit. For instance, in the difficulty of pro-
curing profitable investments, there were found capitalists who exported
the coin of the country, and sold their bills for it on credit; thus
obtaining a small profit on the shipment, and a greater on the discount
of the notes taken for their bills,

¢ This fraction of a per centage on the shipment of coin, scems to be
a trifling gain for the great inconvenience to which it often subjects the
community; but the profit though small, is lawful, and no edium should
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be attached to the agents, for the operation is often & wholesome correc-
tive of excessive issues of paper. The effect was, that by the month of
February, the exportations of specie to France and England had be-
come unusually large, amounting probably, in the preceding twelve
months, to between four and five million dollars; and great importa-
tions were constantly arriving, and which when sold would require
remittances to Furope. Hitherto at this scason, the demand for
exchange had been supplied by the bills drawn on the produce of the
South, when shipped to Europe ; but this year the crop, and with it
the bills produced by it, has come tardily into the market, so that the
demands of exchange for the proceeds of the arriving shipments were
directed immediately to the exhausted vaults of the bank. Such an
effect was to be averted without Joss of time. The directors of the
Bank of the United States, as was their natural duty, were the first to
perceive the danger, and the bank was immediately placed in a
situation of great strength and repose. The State Banks followed its
example. They began by restraining their loans within their income,
and gradually and quietly decreasing the amount of them, and more
especially directing their retrenchments on those whose operations were
particularly connected with the exportations they desired to prevent.
The course of business has been this: a merchant borrows from the
banks and sends abroad £100,000 in coin, or he buys bills from one
who has shipped the coin. With these he imports a cargo of goods,
obtaining a long credit for the duties, sends them to auction, where
they are sold, and the auctioneer’s notes given for them. These notes
are discounted by the bank, and the merchant is then put in possession
of another £106,000, which he again ships, and thus he proceeds in an
endless circle, as long as the banks, by discounting his notes, enable him
to send the coin, and tempt him so to do, by keeping up prices here by
their excessive issues. The banks, therefore, begin by diminishing or
withdrawing these artificial facilities, leaving the persons directly con-
cerned in this trade to act as they please with their own funds, but not
with the funds of the banks. The immediate consequence is, that the
auctioneers can no longer advance the money for entire cargoes, that
they no longer sell for credit but for cash, that the price of goods fall
that instead of being sold in large masses they are sold slowly and in
small parcels, so that the importer is not able to remit the proceeds in
large amounts.  This diminishes the demand for the bills and for specie
to send abroad. Tn the meantime, the importer finding the prices of his
goods fall, imports no more, and the shipper of coin finding less demand
for exchange, and that he ean make more of his money by using it at
home than by exporting it, abstains from sending it abroad. Time ig
thus gained till the arrival of the Southern exchange, which will supply
the demand without the aid of coin, and then every thing resumes its
accustomed course.
¢ This is the point to which the present measures of the banks are

tending. The purpose must be accomplished, in a longer or shorter
time, with a greater or less degree of pressure, but the effect must or
will be produced.”

While however the admitted principles of the cur-
1
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rency are the same, there is a considerable_ diﬁ'erenc_e
in the mode of its administration. In America thel_‘e is
no national bank: even the late Bank of the Urpted
States had no monopoly; its only privileges (,:on51s.ted
in being the banker of the government, an.d in being
able to establish branches in the respectives states,
without being subject to local taxation. All the banks
issue notes, even for so low an amount as five dollars,
and in many of the States for even one .dollar. .If there
is an evil in unlimited competition in the issue of
notes, that evil must be experienced in America. It
is therefore worthy of inquiry, whether derangements
have occurred in the American currency more fre-
quently than in this country ; and if_sp, whether they
have arisen from a spirit of competition between the
issuing banks, or from the circumstance of their issu-
ing very small notes? o

With regard to England, the case is this :—In Lon-
don, and for ten miles round, we have exclusively the
circulation of Bank of England notes. From ten to
sixty-five miles round London, we h.ave exclus¥vely the
notes of private bankers. Beyond sixty-five miles from
London, we have the notes of private bankers, the notes
of joint stock banks, and the notes of branches of the
Bank of England. .

First, we shall consider the circulation of London.

The bank charter committee of 1832 proposed to
themselves the following inquiries : .

1. “Whether the paper circulation of the metropolis
should be confined as at present to the issue of one
bank, and that a commercial company; or whet.he.r a
competition of different banks of issue, each consisting
of an unlimited number of partners, should be per-
mitted?

9. «If it should be deemed expedient that the
paper circulation of the metropolis should be confined
as at present to the issues of one bank, how far the
whole of the exclusive privileges possessed by the Bank
of England are necessary to effect this object ?”

Upon these points, the committee declared they
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could not give a decided opinion. Lord Althorp thus
referred to them in the speech I have already quoted.

A GOVERNMENT BANK.

* The advantages of having the bank altogether in the hands of
Government, instcad of 2 private company, would be greater responsibi-
bility, and in that respect greater security to the puulie, and the whole
of the profit ; but these were more than counterbalanced by the political
evils to which it would give rise. Governmeut would have a constant
temptation to abuse this additional power: besides, in times of distress,
Government could not give the accustomed accommodation which would
be desirable from a bauking company. But supposing they could give
this assistance, the power which they would acquire, might be destructive
to the constitution of the country. Now, if the bank were tied down
by fixed rules, to prevent their making advances, he thought that from
one evil, they would fly to another, and it would be impossitle to pro-
vide for all the cases, in which the aid of a bank to the public might be
required.”

A SINGLE BANK.

¢ The first question then was whether it would be more desirable that
the circulating medium should be conducted by a single body, as bankers
of issue, or by a competition of different banks or bankers? There
were advantages in both systems. It must be to the interest of banks
competing with each other, to issue each as much paper circulation as
they could. They would be a cheek upon each other. It was there-
fore clear that no one of these banks could issue more than its due
proportion of the circulation wanted. Suppose there should be a great
demand for accommodation, though it might be in the power of each
to increase the amowit of the circulation, it would not be in the power
of any of them, to have more than his due proportion of the amount of
that increase; and when again, in consequence of a depreciation of the
currency, a failure of credit takes place, in consequence of the turn of
the exchange against us, each bank must contract its issues, and thus
produce a sudden contraction to the currency of the country. Hence
you would from such a competition cause greater fluctuatiou than from
a single bank. There was another point on which a single bank having
the control of a larger part of the circulation of the country might be of
advantage ; and that was, the assurance that in times of distress it
could assist the commerce of the country. In times of panic the ex-
changes turn in favour of this country : there was no objection to the
banks increasing its accommodation; but if there should be many

banks, no one would dare to come forward, from fear of the competition
of its rivals.”

The great objection to freedom of banking in Lon-
don, arises from the apprehension, that if there were
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numerous banks of issue, the rivalry between them
would put into circulation an excessive amount of
notes ; the prices of commodities would thus be ad-
vanced, speculation would be encouraged, the foreign
exchanges would become unfavourable; and there
would be a consequent demand upon the banks for
gold to be exported, and this demand the banks might
be unprepared to supply. To this it has been re-
plied—granting all these effects would result from
numerous banks of issue, should we be worse off than
at present? Are not all these evils experienced when
we have only one bank of issue?

But it may be contended, that rival banks of
jssue tend to diminish these evils. If the Bank of
England put into circulation an excessive amount of
notes, these notes are not returned for payment until
the foreign exchanges become unfavourable ; but were
there numerous banks of issue, the notes issued by one
bank would soon find their way into the others, and
be returned for payment in the daily exchanges. All
the witnesses from Scotland, who were examined befo?e
the parliamentary committees in 1826, concurred in
saying, that the exchanges between the banks was an
effectual check to an excessive issue of notes. Why
should not a check, which is found-so effectual in
Scotland, be equally effectual in London ?

But even admitting that one bank of issue were
preferable to an unlimited number, another subject of
inquiry would present itself, that is, whether four or
five chartered banks, each having a large capital,. a}nd
founded on principles of unquestionable stability,
would not be preferable to one bank. Here the
-checks, arising from frequent exchange of notes,
would exist without the evils arising from unlimited
competition ; and as neither one of these banks could
calculate upon being able by its individual exertion
to turn the foreign exchanges, they would be careful
to be always in a position to meet their engage-
ments.
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Besides, it is worthy of inquiry, whether there
might not be a proper division of labour in banking,
and different banks be chartered for different pur-
poses. The Bank of England is a bank of circulation, a
bank of deposit, and a bank of discount. It is the
bank of the government—a bank having eleven
branches—a bank whose notes are a legal tender all
over the country, and which has to watch and regulate
the foreign exchanges. Is it not worthy of inquiry,
whether these various functions could not be per-
formed better by separate establishments ?

Secondly. From about ten to sixty-five miles from
London, the circulation consists exclusively of notes of
the private bankers.

The distance of sixty-five miles happened to be
fixed upon, because in an act passed a short time
before, a bank having more than six partners was
prohibited within fifty Irish miles from Dublin; and
fifty Irish miles are equal to about sixty-five English
miles. But as Dublin is situated on the sea-coast, the
bank of Ireland has a monopoly of only a semicircle,
whose radius is fifty Irish miles. But London being
situated inland, the Bank of England has a monopoly
of a whole circle of one hundred and thirty miles in
diameter. She has not, however, shown any dis-
position to avail herself of this monopoly:—she has
not established a single branch within this circle, but
leaves it to the uninterrupted possession of the private
bankers. This circle, after deducting the space equal
to ten miles round London for the bank of England
circulation, will leave above thirteen thousand square
miles : and as the whole of England and Wales con-
tains about forty-nine thousand square miles, it follows,
that a space equal to one-fourth of England and Wales,
and taken from the heart of the country, is in the
exclusive possession of the private bankers.

It would be very desirable to have returns of the
circulation of the private bankers within this circle,
from December, 1833, to December, 1836, in order to
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ascertain whether those private bankers who were free
from competition with joint stock banks, did or did not
increase their circulation during that period. We
know that the total private circulation decreased, apd
the joint stock circulation advanced; but upon in-
vestigation, it would probably be found that the private
circulation within the sixty-five miles had from the
increase of trade and speculation advanced, and that
more than the whole diminution had taken place
in the circulation of those private banks, that are
situated beyond the sixty-five miles.

Thirdly. The circulation beyond sixty-five miles
consists of the notes of private banks, the notes of
joint stock banks, and the notes of branches of the
bank of England.

From the circumstance that the circle of sixty-five
miles radius, contains about one-fourth of England
and Wales, we may perhaps hazard a coujecture that
the circulation bears about the same proportion. This
will give about four millions; and it will lead us to
suppose that the circulation beyond the sixty-five
miles, is pretty equally divided between the private
bankers, the joint stock banks, and the branches of the
bank of England. [ again quote from the report of
the Parliamentary Committee.

¢ The most important facts which have come under the considera~
tion of your committee are connected with the operation of the joint
stock l'anks on credit and circulation. It appears that a great exten-
sion has been given to both ; and that if the operations of all banks,
whether private, or formed on joint stock principles, are not conducted
with prudence and with caution, measures adopted by the Bank of
England with a view to the state of the foreign exchanges. and of the
consequent demand for bullion, may be contracted by the advances
and increased issues of country banks. The following table will exhibit
the progress of the circulation for some time past; and it is to be
inferred, from the increased issues of joint stock banks at periods when
the Bauk of I nglend was endeavouring to limit the amount of paper
in circulation, that a due attention was not given by them to the
returns published in the Gazette under the Act of the 3rd and 4th
Will. IV. c. 98,
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An Account of the aggregate number of notes circulated in England
and Wales by private banks and joint stock banks and their
branches, distinguishing private from joint stock banks.—(From
returns directed by 3 and 4 Will. IV, c. 83.)

— Piiva‘e Banks. {Jowt Stock Banks l Total.
Quarter ending .
28 December, 1833 8,836,803 1,315,301 10,152,104
29 March, 1834 8,733,400 1,458,427 10,191,827
28 June, — 8,875,795 1,642,887 10,518,682
27 September, - 8,370,423 1,783,689 10,154,112
28 December, — 5,637,655 2,122,173 10,659,828
28 March, 1835 8,231,206 2,188 954 10,420,160
27 June, —_— 8,455,114 2,484,687 10,939,801
26 September, 7,912,587 2,508,036 10,420,623
26 December, — 8,334,863 2,799,551 11,134,414
26 March, 1835 8,353,894 3,094,025 11,447,919
25 June, —_— 8,614,132 3,588,064 12,202,196

BANK OF ENGLAND.

——— Circulation. Deposits. Bullion. Secarities,

28 December, 1833 | 17,469,060 | 15,160,000 | 12,200,000 | 24,576,000
29 March, 1834 | 18,544,000 | 13,750,000 | 8,753,000 | 25,787,000
28 June, — | 18,689,000 | 15,373,000 | 8 885,010 | 27,471,000
27 September, — | 18,437,000 | 12,790,000 | 6.917,000 | 26,915,000
28 December, — | 17,070,000 | 13,019,000 | 6,978,000 | 25,551,000
28 March,  13.5 | 18,152,000 | 9,972,000 | 6,295,000 | 24,530, 00

|
27 June, — | 17,637,000 | 11,753,000 | 6,613.000 | 25,221,000
26 September, — | 17,320,000 ' 13,866,000 | 6,284,000 | 27, 24,000
26 December, — | 16,564,000 ' 20,370,000 | 7,718,000 | 31,764,000

26 March, 1836 | 17,669,000 ' 12,875,000 | 8,014,000 | 25,521,000
25 June, — | 17,184 000 15,730,000 | 6,868,000 | 28,847,000

“Your committee cannot too strongly recommend to all parties
engaged in banking the utmost caution and prudence in these respects,
both at the present and in their future operations.”

The former part of this quotation probably refers to
the practice of rediscounting bills in London by joint
stock banks in the country.

Banks situated in agricultural districts have usually
more money than they can employ. Independently
of the paid-up capital of the bank, the sums raised by
circula ion and deposits are usually more than the
amount of their loans and discounts. Banks, on the
other hand, ‘that are situated in manufacturing dis-
tricts, can usually employ more money than they can
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raise; hence the bank that has a superabundance of
money sends it to London to be employed by the bill
brokers, usually receiving in return bills of exchange.
The bank that wants money sends its bills of exchange
to London to be rediscounted. These banks thus sup-
ply each other’s wants through the medium of the Lon-
don bill brokers. Other funds besides those remitted by
the country banks are employed in the same manner.
Many merchants and others lodge money at the bill
brokers, either as loans or in rediscount of bills. Thus
the superfluous capital of London is directed into
channels where it is employed in rewarding labour,
encouraging manufactures, and increasing the wealth
of the community.

But this system is not confined to the production of
positive good ; it prevents an immensity of evil. Ina
wealthy and commercial country there must always be
a large amount of floating capital, and at the same
time a spirit of enterprize. When there is no imme-
diate employment for this floating capital, it bursts
out in some wild speculation, such as foreign loans;
and hence the rediscounting of bills in London has
a tendency to Frevent speculation, by drawing off
the surplus cash from London into the country. Had
the joint stock banks been in as active operation in
1835 as they were in 1836, the speculation in Spanish
bonds would probably never have occurred : even in
1836 the speculative undertakings in London were far
less numerous than in Manchester and Liverpool.

If this system considerably increased in the years
1835 and 1836, it was because money was then very
cheap in London, and the joint stock banks had there-
fore an inducement to do as much business as they
could. Had the Bank of England contracted its Lon-
don circulation, and raised the rate of interest during
that period, money would have become dearer, and
the amount of bills discounted for the country banks
would have been considerably diminished.

As far as regards the effect upon the foreign ex-
changes, it is evident that this rediscounting must

BANKING IN AMERICA. 121

have an effect precisely the reverse of rendering them
unfavourable. By drawing off the surplus capital of
London, its employment in foreign loans, and its
consequent transmission to other countries is pre-
vented. This capital too being now employed chiefly
in manufactures, of which a larger portion is ex-
ported, the exchanges are to this extent rendered fa-
vourable.

In reply to the charge, that the joint stock banks
and the country bankers do not regulate their issues
by the foreign exchanges, and by counteracting the
efforts of the Bank of England, are often the means
of causing the gold to be withdrawn from the country
—we may observe

1. That it is not the business of the joint stock
banks to regulate the foreign exchanges.

The legislature has made Bank of England notes
a legal tender. It is therefore the duty of the joint
stock banks to be prepared to give Bank of England
notes in exchange for their own; but it is not also their
duty to provide gold for those Bank of England notes.
It is the duty of the Bank of England to provide gold
for their own notes ; and if they are not prepared to
do this, upon whom but themselves is the blame to
fall? The claim that is made upon them to supply
gold for exportation, arises from their being the sole
bank of issue in London, and from their notes being
made a legal tender. If they take to themselves all
the advantages of their monopoly, they should put up
without murmuring to all its inconveniences. Nobody
can demand gold from the Bank of England except as
payment of their own notes; and as to pay their notes
in gold upon demand, is what they profess to do,
it ought not to be regarded as a grievance. The
following question was proposed by the committee to
the director of a joint stock bank.

“ If you saw upon a series of returns from the
Bank of England, that the amount of bullion had
been gradually lessening, and that there was a drain
upon the resources of the Bank of England, do you
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conceive that that would be a matter to which would
be your duty to give attention as a practical banker
in the country.” .

Answer. “ We have not the charge of providing
bullion to pay our notes; the c}}arge rests with the
Bank of England to provide bullion.” _

2. It may be stated, that in many cases th? business
of a country banker does not admit of being regu-
lated by the foreign exchanges.

It is desirable that the business of a country bank
should be carried on in a steady and uniform manner.
But this can never be the case if the banker regulates
his advances to his customers by the state of the
foreign exchanges: these are in a state of perpetual
fluctuation. The production and manufacture of com-
modities intended for domestic consumption, must
proceed. And even the manufacture of those intended
for foreign consumption cannot be suddenly arrested
without throwing thousands of persons out of employ-
ment. How then can a country bank regulate its ad-
vances by the foreign exchanges? What would a
tradesman in a country town say on presenting a
£100 bill for discount to his banker, if he were told—
“Really, I cannot doit. I perceive the foreign exchanges
are unfavorable. I have noticed the price of gold at
Paris and at Hamburgh, I have made my calcula-
tions, and find there is a profit upon the exportation
of gold ; and as the Bank of England has only four
millions in its coffers, I should not like to press
hard upon them. Call upon me again this day week,
and if in the mean time the exchanges become
favorable, I will then discount your bill.” The cus-
tomer might reply, “ I do not understand what you
mean about the foreign exchanges; I am a tanner,
and have drawn this bill upon a shoemaker, to whom
I have sold leatber. I shall pay the money to a
butcher of whom I have bought hides: he will pay the
notes for rent to his landlord, who will lodge them with
you on his account. If you will not discount my bills
as you have done hitherto, I must restrict my business.
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But I cannot see why the quantity of leather in my
pits should be regulated by the quantity of gold in the
Bank of England.”

A banker will notice the foreign exchanges with a
view to the profitable employment of his surplus
capital. If the exchanges are likely to become un-
favorable, he will presume that the rate of interest
will advance, and that the price of the public securi-
ties will fall, and he will act accordingly. But these
operations are performed in London and not in the
country. The director of a country joint stock bank
stated to the committee, in answer to the mquiry
—* Does not the state of the exchanges and the
amount of gold in the hands of the Bank of Eng-
land, affect the country banks of this country ?” <«
do mnot think it does in general—I think it only
operates with a very few banking companies.”

3. It may be replied, that supposing it had been
the duty of the joint stock bank to regulate their is-
sues by the state of the exchanges, the returns pub-
lished in the Gazette are not sufficient for this pur-

ose.
F The average amount of the bullion in the Bank of
England for the preceding three months is published
monthly in the Gazette. From these returns it can
easily be seen whether there be a less amount of gold in
the bank than there was three months ago, but it cannot
be perceived whether the amount is increasing or di-
minishing at the time of publication. Now it is not
the past but the present state of the exchanges that
ought to be known, and that is studiously concealed.
Besides, it is stated in the bank evidence, that the
quantity of gold in the Bank may be diminished by
other causes than an unfavorable course of exchange.

The following question was proposed to Mr. Hors-
ley Palmer.

“ No, 181.—Does it not occasionally happen, that whilst the par of
exchange according to the general estimate of it with another country,
France for instance, is considerably in favor of this country, and
would therefore indicate a power of importing gold, there is at the
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same time s demand for gold upon the bank, and an export actually
taking place arising from particular circumstances abroad ? Certainly.”

Another bank director, Mr. William Ward, gave
the following evidence.

« 1935.—Does it not often happen, that merchants having large
remittances to make abroad, where it is important for them to make
them rapidly, and when it is important for them not to shew the na-
ture of their business to all the world by being large takers on the ex-
change—frequently make their remittances by bullion or by coin of this
country, when you could not trace by the rates of exchange that it
would precisely answer to do it in that manner ?—Tt is so.

% 1941.—Supposing you had a large sum to remit to Paris, and
wanted it there within a short period—supposing you wanted to remit
half & million, and you found by the quotation of the exchanges that
bills would pay an’ cighth to a quarter per cent. better than bullion,
might it not still be more to your interest to send the bullion in pre-
ference to the bills, considering the rapidity with which you can execute
your business, considering you run no risk in taking bad bills, and con-
sidering that you might before you had executed your operation upon
the exchanges by taking bills, have moved the course of exchange more
than the difference at which it then stood #—Certainly.

“ 1942,—Has not that mode of remittance by comn and by bullion,
very much grown into & practice in this country, since the law permit-
ting the free exportation of coin, and since the perfection in the manu-
facture of the coin ?—There is no doubt, that facility of communication
has materially increased that description of business; it was a deserip-
tion of business not frequently had recourse to in former periods.”

It appears, then, that the diminution of the amount
of gold in the bank is no evidence of an unfavourable
course of exchangc, and consequently, no reason for a
contraction of their circulation by the country banks.
The committee infer that the joint stock banks have not
paid a due attention to these returns; but, in fact, the
object of these returns was not to instruct joint stock
banks, but to restrain the circulation of the Bank of
England. The following is the language of Lord
Althorp on the subject.

“ Now it was well known that the exchanges were against us, from
August, 1830, to February, 1832 ; during this period, there was a
corresponding contraction of the circulation, which at one time fell
below its usual amount by £7,000,000. This might have been pro-
ductive of great pressure, and some distress; but ne convulsion simi-
lar to that which had been experienced in former times. Now, the

publicity to which he alluded, would be a check how the bank acted
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on this principle; he was aware the directors were not responsible to
the public for adopting any course they thought proper in the manage-
ment of their affairs, but they would still be under the control of public
opinion. He would therefore propose, there should be a single bank
as at present, but subject to such control as the publicity of their
accounts would produce. He proposed that the bank should make a
weekly return to the treasury, of the amount of bills and notes in cir-
culation, and also of deposits, and that the average of such issues and
deposits, should be published quarterly. Such a publication would be
sufficient to shew whether the bank acted on sound principles, and
could not be productive of evil consequences.” ’

4. It may also be stated, that the country banks have
many checks against over-issue, which do not apply
to the Bank of England.

** The amount of notes issued by a bank must be limited by the
demand of its customers. No banker is so anxious to put his notes
into circulation, that he gives them away. He advances them either
by way of loan or discount; and he always believes that the security
on which he makes his advances is sufficiently ample. He expects
that the money will be repaid with interest. It is true, that like
other commercial men, he is sometimes deceived in his customers;
and by placing too much confidence in them, he sustains losses. But
this is a misfortunc against which he is always anxious to guard. The
issues of bankersare limited, therefore; on the one hand by the wants
of the public, and on the other by the bankers’ desire to protect their
own interests.

“ A further check upon the issues of banks is, that all their notes
ere payable on demand.  Although a banker has the power of issuing
his notes to excess, either by advancing them as dead loans or on
slender security, yct he has not the power of keeping them out: their
remaining in circulation depends not on him, but on the public; and
the uncertainty, as to the time of their return for payment, compels
him to keep st all times a sufficient stock of money, to meet the most
extensive demand that is likely in the ordinary course of business to
occur.

* Another check upon an extensive issue of notes, is the system of
exchanges that is carried on between the banks. Every banker that
issues notes, has an interest in withdrawing from circulation the notes
of every other banker, in order to make more room for his own. When
a banker receives the notes of another banker, he never reissues them.
If the two bankers live in the same place, they meet once or twice
a week, as they may find convenient, and exchange their notes. The
balance between them, if any, 1s paid by a draft on London, payable on
demand ; or, which amounts to the same thing, the London agent of
the one party, is directed to pay the amount to the London agent of the
other party.  If the country banker lives at a distance from the banker
whose notes he has received, he sends them to his London agent to
present for payment. Hence it is that country notes seldom travel far
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from the place of issue; they are sure to be intercepted by some of
the rival banks; and in a country where banks are so numerous as in
England, it is obvious that the notes of any individual bank must move
in a very limited circle. If a banker sttempts to force out a higher
amount of notes than the wants of this circle require, he will soon find
that the notes will be returned to him by the neighbouring hanker, or
else they will speedily find their way for payment to his London agent.

“ Another check upon an over issue on the part of the banks is
ther practice of allowing interest upon money lodged in their hands.
No man will keep money lying idle in his hands, if he can obtain interest
for it, and have it returned to him upon demand. If a banker attempts
to force out a large number of notes, they will get into the hands of
somebody. And those who do not employ them at their trade will
take them back to the bank and lodge them to their credit, for the pur-
pose of receiving the intercst. Thus, if the notes of a banker are put
in motion by the operations of commerce, they are soon intercepted by
rival bankers; and if they attain a state of rest, they are brought back
and lodged upon interest: so that in either case they are withdrawn
from circulation,

¢ Tt cannot be denicd that if any bank have the privilege of issuing
notes not convertible into gold, that is, not payable in gold on demand,
the notes may be issued to such an amount as to cause considerable
advance in prices. It is now generally believed that the issues of the
Bank of England during the operation of the Restriction Act, did produce
this effect.

¢ It may also be admitted, that in a country where there is one chicf
bank, possessing an immeunse capital and unbounded confidence, the
notes of such a bank, even if payable in gold, may be issued to such an
extent as to cause an advance of prices, until an unfavorable course of
the exchange shall cause payment of the notes to be demanded in gold.
For gold will not be demanded until the course of the exchange 1s so
unfavorable as to cause the exportation of gold to be attended with
profit. Hence the issues of the Bank of England being at present
under no other restraint than liability to pay in gold on demand, may
for a time cause an advance in prices.”*

5. The issues of the joint stock banks have not so
great an influence in rendering the exchanges un-
favorable as those of the Bank of England.

If a joint stock bank makes an advance of money
to an importer, a large quantity of commodities may
be imported, and this will tend to render the ex-
changes unfavorable; but the advance cannot be
made in notes. The importer cannot pay for his
imports in country bank notes; he will want a bill,
or a credit upon a London banker, in favour of

* History and Principles of Banking—Section, Banks of Circulation.
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the foreigner of whom he buys his goods. In either
case, the money is paid in London, and no circulation
is given to country notes. If a jointstock bank makes
an advance to an exporter, it encourages exportation,
and this tends to render the exchanges favorable.
Here the advance may be made in notes. The
exporter takes these notes, and purchases of the pro-
ducer, or the manufacturer the commodities he ex-
ports. Thus it appears that the issues of notes by
country banks have a tendency to render the ex-
changes favorable, and that those advances that tend
to render the exchanges unfavorable, cannot be made
by notes, but must be made, if made at all, out of
real capital. On this subject I shall quote part of a
memorial presented in 1833, by the country bankers
to Earl Grey and Lord Althorp.

“ Your memorialists are prepared to prove that the issues of country
bankers have less tendency to promote fluctuations in the country than
those of the Bank of England, and that their efforts in throwing the
exchanges against the country is comparatively insignificant. Tt is
indisputable that adverse exchanges that endanger the bank always suc-
ceed great importations of foreign produce, and that they never can be
effected by large exportations of domestic productions. Now it is
notorious that the circulation of country bankers acts almost exclusively
in promoting these productions; and that when it is in an extended
state, the direct and proper influence even of an alleged excess of that
circulation would be to provide the means of paying for the exportations
of foreign produce, without causing so great an export of gold as to
derange and endanger the monetary system of the country. All expe-
rience shews that great fluctuations have originated in the speculations
of influential merchants, and never originated in the channels to which
the issues of the country bankers are confined: their source is in great
mercantile cities, and they are promoted by the issues of the bank of
England.”

These observations are equally applicable to the
issues of joint stock banks, most of which are situated
either in agricultural districts or in manufacturing
towns. None of them issue notes either in London
or Liverpool.

6. In many cases the joint stock banks cannot
avoid putting into circulation an increased amount
of their notes.

When the trade of the country requires an increased
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amount of currency, notes will be withdrawn from the
banks in repayment of deposits. On this subject I quote
from the evidence delivered by the late T.Kinnear, Esq.
before the committee of the House of Lords, in 1826.

« An increased trade which regards an increased circulation to carry
it on, will cause a demand for an addition to the circulating medium
of any country, and if the country possess the means of answering, it
will be answered. If a reverse of circumstances discredit the.tra.d‘e,
and a smaller medium be in consequence sufficient, the public will
then return that part of the medium which is not required to the
sources from which it had been derived. The bank cannot prevent the
public from taking their share in the regulation of this part of its
issues, To illustrate this by what happened last year—a restless and
speculative spirit induced many persons who had not been accustomed
to trade in any shape to employ themselves by engaging in the pur-
chase and sale of stocks and property of various descriptions. This led
to increased demand, not so much for the loan of capital, or for dis-
counts, as for an increased circulating medium which the banks were
made sensible of by increased drafts upon them by their creditors,
and by the circumstance that the notes which they issued did not
return upon them as usual; in short, by the increased demand for
bank notes, and the increase of their circulation. When time and
experience had shewn, as they soon did to those traders and specula-
tors, the unprofitable and injudicious conduct into which they had
plunged, they gradually withdrew from those pursuits; part of the cir-
culating medium became in consequence useless, and immediately
began ‘to be returned by the public to the banks. Their circulation
has probably now returned to what is necessary for the fair and legiti-
mate industry and trade of the country. In this fluctuation the
banks were passive ; they paid, as a matter of course, the demands
upon them by their creditors, and their notes, contrary to the usual
routine, did not return for payment for a great many months, during
which time the banks continued ready to restore them. Against this
sort of over circulation the exchanges offer no remedy, although they
palliate the evil, nor could any human device afford a remedy, for the
cause of it was a moral one, and operated in the minds of the public.
Their ignorance, perhaps folly, induced them to enter upon transac-
tions, to carry on which they found it necessary to withdraw part of
their capital from the banks and add it to the circulating medium]; and
had that circulating medium been inercased by them to a much greater
extent than it was, the banks could do no more than refrain from
encouraging the evil, they could not arrest it.”

Confirmatory of the above sentiments are the fol-
lowing statements:

The average circulati(;n of all the banks in Scotland
in 1823, 1824, and 1825, was as follows:—

1823—4£3,087,624  1824—£3,428,851  1825—£4,058,655
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The average circulation of the Bank of Ireland:—
1823—£5,117,389  1824—£5,622,845  1825—4£6,411,348

The average circulation of all the banks in Ire-
land :—
1823—£6,023,847  1824—£6,543,123  1825—£7,604,234

¢ All speculation by increasing the number and amount of commer-
cial transactions, puts into motion n greater quantity of money. 7TLis
moncy is supplied by the bankers either in the way of repayment of
deposits, or of discounting of bills or of loans. Now as increased issues
on the part of the banks are almost simultaneous with a spirit of spe-
culation, it has been inferred that the issues of the notes have excited
the spirit of speculation, whercas it has been the spirit of speculation
that has called out the notes. In the ycars 1824 and 1825, as the spe-
culations increased the issues of notes increased ; and when the specu-
lations were over the notes returned.  This was the casc not merelv in
England, but also in Scotland, though none of the Scotch banks
sustained the least diminution of public confidence.”*

7. It may also be stated that the joint stock banks
cannot so suddenly reduce their circulation as the
Bank of England.

Those banks that issue notes are also like the Bank
of England, banks of deposit, and banks of discount.

As far as regards the operation on their deposit ac-
counts, the joint stock banks have no control over the
circulation. The amount of notes that are issued will
depend upon the amount of checks that are presented
for payment; and when the notes are put into circula-
tion, the banks have no means of withdrawing them.
When they will come back, depends not upon the
banks but upon the public.

As banks of discount they may cease to issue, but
they cannot recall the notes they have issued. When
the bills they have discounted become due, they may
not be paid in the notes of the bank that discounted
them. Hence the decline of the amount of notes on
circulation must be gradual, and depends always upon
the will of the public.

As a bank of deposit the Bank of England has no
more control over the amount of its notes in circula-

* History and Principles of Banking—Section on Banks of Circulation.
K
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tion than a joint stock bank. Asa bank of discount
it may cease to issue, but all the bills when due will
be paid in Bank of England notes, by which the
amount in circulation will be reduced.

But the Bank of England has other means by
which it can reduce its circulation more rapidly. 1t
can sell government stock or exchequer bills. It will
be paid for these in its own notes, which will thus
be withdrawn from circulation. If a joint stock bank
should sell stock or exchequer bills, it would not be
paid in its own notes, but in those of the Bank of
England. Hence no reduction would take place in
its own circulation. It is not thercfore quite fair to
blame the joint stock banks for not reducing their
circulation as rapidly as the Bank of England, when
they have not the power so to do.

8. But cven could it be proved that the joint
stock banks had issued an excessive amount of their
notes, it might then become a matter of inquiry
whether that excess could counteract any measures
adopted by the Bank of England with a view to the
state of the foreign exchanges.

The bank can control the foreign exchanges only
through the means of its own circulation, Let us
supposc that the circulation of the country is in excess,
and that under these circumstances the Bank of En-
gland contracts her issues. The immediate effect in
London will be, that the interest of moncey will ad-
vance, money will become scarce, traders will be
less disposed to purchase, and more disposed to sell,
and conscquently the price of commodities will fall.
Now this will produce an effect upon the country cir-
culation in two ways; first, through the means of
trade; and sccondly, through the direct monetary
transactions.

With regard to trade we shall simplify the illustra-
tion by taking an individual case. A wholesale gro-
cer, who has travellers in every part of the kingdom
collecting money and receiving orders, will write
them to avoid taking bills as heretofore, at two or
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three months date, aud to allow a liberal discount for
cash. Now, money being abundant, the country shop-
keepers will be glad to tuke the discount and pay
cash. Instead of bills the travellers will get country
notes, which they will take to the banks for payment,
or transmit to London for prescnting to the London
agents. Here the country circulation is reduced by
the withdrawal of notes in circulation.

This is the case of a housc that sells to the country.
Now let us take the case of a liouse that buys from the
country. A wholesale ironmonger has been in the habit
of receiving weekly a quantity of goods from Shefhield,
against which he had accepted a bill: the Sheffield
manufacturer had taken this bill to the bank to be
discounted, and had put into circulation the notes of
the Sheffield bank to that amount; but in consequence
of the contraction of the notes of the Bank of En-
gland, the wholesale ironmonger discontinues his
orders, believing that money will become scarce, and
that prices will fall. The Sheffield manufacturer
having no orders, sends no goods, and draws no bills,
and consequently puts no notes into circulation. Here
the country circulation is diminished by a diminution
of the issues; hence we perceive that the operations of
both the export and import trade of London with the
country have a necessary effect of reducing the cur-
rency 1n the country to a level with that of London.

But this effect will be still more rapidly produced by
direct monetary transactions.

The country banks that rediscounted their bills in
London, finding that their bills are rediscounted with
difficulty, and only at an advanced rate of interest,
will also reduce their discounts in the country, and
hence their issues will be diminished. They will also
call up any loans they may have advanced, and these
will be paid to them in their own notes, or in the
notes of the neighbouring banks, and hence the
country circulation will be reduced by a withdrawal
of those in circulation. Partics too that have money
will send it to London for employment, as the high rate
of intercst, and probable fall in the public securitics,
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will offer profitable mcans of investment, and this will
draw off a further portion of the country circulation.
Thesec arc some of the ways in which a contraction
of the London currency will rapidly and necessarily
contract the country circulation.

If indeed it be admitted that a variation in the dear-
ness or cheapness of money will cause it to pass from
London to all parts of the world, it seems hardly ne-
cessary to prove that the same variation will cause it
to pass from the country parts of England to London.
If then, the Bank of lingland has the power of re-
ducing the country circulation, how can the country
banks render the cxchanges unfavourable, in oppo-
sition to the exertions of the Bank of England?

But it may be still further a matter of inquiry,
whether the Bank of England ought to place herself
in a situation that shall render necessary the adoption
of any measures, with a view to the regulation of the
foreign exchanges; whether a national bank ought
not, like other banks, to keep funds sufficiently ample
to meet her engagements; and whether the foreign
exchanges ought not to be regulated by the legitimate
operations of commerce, and not by operations on
the currency. A bank that has the control of the
forcign exchanges has an interest opposed to the inte-
rest of the community. It is the interest of the com-
munity that the national bank should always hold an
amount of treasure adcquate to meet all the demands
that may come upon it. It is the interest of the bank
to hold as little treasure as possible, to employ its
funds in securities, upon which she gains interest ; and
then if the demands should excecd her means, to avoid
stopping payment by a sudden operation on the
currency that may involve the nation in distress.
The notion of regulating the currency is peculiar to
England. Who regulates the currency of Scotland or
Amecrica? A short time ago we had institutions for
regulating the price of brcad, the wages of labour,
and the import and export of a varicty of commoditics.
Now it is found that these things can regulate them-
selves.  Such probably will be the case with the
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currency. After a few more years have elapsed, after
some thousands of fortuncs have been destroyed, and
some millions of families ruined, we shall then possibly
discover that the amount of the currency, the prices of
commoditics, and the course of the foreign exchanges
would have gone on better without our interference.

With regard to the tables given by the committee,
we may obscrve,

1. That the table referring to the country circu-
culation, states the quarterly averages, but the table
referring to the Bank of England merely states the cir-
culation, &e. on those days that arc there mentioned.
To form a proper comparison, the two tables should
refer to the same periods. The following table is formed
cutirely upon the quarterly averages.

A table of the London and branch circulation of the
Bank of Lngland, and the circulation of the private
and joint stock banks:—

Dale 1 ondon Branch !Total Bank of VPrivate | Jomt stock |Total Couutty

Circulation. |Cunculation F ulculauon; Bavks Bauks, Cuculation

Dee. 1833 .| 15,000,000 | 3,200,000 | 18,200,000 , 8,876,803 | 1,315,301 | 10,152,104
Apnl, 1834 ] 15,800,000 | 3,200,000 , 19,000,000 | 8,733,400 | 1,458,427 | 10,191,827
Taly .. 15,700,000 | 3.200.000 | 18,900,000 ' 8,875,795 | 1,642,887 | 10,518,662
Sept, ... 15,800,000 | 3,300,000 | 19,100,000 8,370,423 | 1.783,689 | 10,154,112
Dec. cuvnnn. 14,800,000 | 3.300.000 | 18,100,000 8,537,655 | 2.122.173 | 10,659,828
Maxch, 1835] 15,200,000 | 3,300,000 | 18,500,000 8,231,206 | 2,188,954 | 10,420,160

15,000,000 | 3.300.000 | 13,300,000 8,455,114 | 2,484,667 | 10,939,801
14,900,000 | 3,300,000 | 18:200,000 | 7,912,587 | 2,508,036 | 10,420,623
Dec. o 13,800,000 | 3,400,000 | 17,200,000 ' 8,334,863 | 2.799,551 | 11,134,414
March, 1836, 14,400,000 | 3.600.000 | 18,000,000 8,353,694 | 3.004,025 | 11,447.919

14:200,000 | 3,700,000 | 17,900,000 8.614.132 | 3,568,064 | 12.202,196
reereennd 14,500,000 | 3,600,000 | 18,100,000 7.764.894 | 3'¢69°121 | 11,733,945
Dec. vovun.n [ 13,500,000 | 3,800,000 17,300,000 7,753,500 | 4.258.197 | 12,011,697

2. The daily amounts of the circulation present no
certain means of forming a comparison. 1hus, if we
wish to prove that the Bank of England had di-
minished its circulation, we might compare March
1834, with June, 1836, and say, that the circulation
had considerably deercased. On the other hand, if
we wished to shew that the circulation had increased,
we might take the two points of comparison three
months farther back, and shew that between Decemn-
ber 1833, and March 1836, the circulation had consi-
derably advanced.

3. In noticing the London cirenlation of the Bank
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of England, we shall find that the first and third
quarters in the year are usually bhigher than the other
quarters. The dividends payable in January aud
July are to a larger amount than those paid in April
and October. Hence the quarters that take in Ja-
nuary and July have a higher circulation of notes.
If therefore we wish to mark the increase or decrcase
of notes in circulation, we must not compare the
highest quarter in one year with the lowest quarter in
a subsequent year, but compare the correspondent
quarters. Thus we find the difference between De-
cember 1835 and December 1836, there is a dimi-
nution of £300,000.

4. It will be seen that the branch circulation of the
Bank of England docs not fluctuate so much quarterly
as the circulation of London. There seems to have
been a steady increase. The increase between De-
cember 1835 and December 1836, 1s £400,000. From
the evenness in the amount of the branch circulation,
I should infer that the branches have very little busi-
ness in the way of current accounts.

5. It will be perceived that the circulation of the
joint stock banks has considerably increased, while
that of the private banks has diminished. This
arises, in the first place, from a number of private
banks having merged in joint stock banks;* and
sccondly, from a transfer of accounts from private
banks to joint stock banks. Had we returns of the
circulation of those private banks which are not
exposed to the competition of joint stock banks, those
for instance within sixty-five miles of London, we
should probably find that these banks had increased
their circulation, and that the total diminution had
fallen upon those private banks that are beyond the
sixty-five miles.

In judging of the cflects produced upon the foreign
exchanges, we must take the whole amount of the
country circulation ; for the circulation of the joint
stock banks could not Lave produced any cffects, if
it merely filled up the void occasioned by the with-

© Bee w Lot of thece m the Appenic

BANKING IN AMERICA. 135

drawal of the private circulation. Nor is it fair to
consider the increase in the whole amount of the
circulation, as produced solcly by the incrcased issue
of the joint stock banks. The circulation of the joint
stock banks is about one-third of the whole circulation,
and consequently they are chargeable only with one-
third of the excess.

7. Every variation in the amount of notes in cir-
culation of the Bank of England, must be produced
either by the action of the public, or the action of the
bank. The public act upon the circulation through
the deposits and the bullion. If I take £10,000 in
bank notes, and lodge them as a deposit in the bank,
I diminish the circulation £10,000, and increase the
deposit by the same amount. And if 1 withdraw
£10,000 from the deposit, I diminish the deposits and
increase the circulation. So if 1 demand gold for
notes to the extent of £10,000, I diminish the stock
of gold in the bank, and diminish the circulation. If
I take gold to the bank, I increase both the stock of
gold and the circulation. The action of the bank is
mdicated by the change in the amount of sccurities.
But did we not know the amount of the securities, we
might ascertain the action of the bank by calculating
the results of the action of the public.

The circulation of the Bank of England

28th December, 1833, was ....covvvvinveeinnnn. £17,469,000
25th June, 1836 ....ocvviviiiiiiniiiinienennes 17,184,000
Showing a diminution of .............ccoceiiiinn, £285,000

Now we may easily ascertain whether the diminu-
tion was produced by the action of the public, or that
of the bank. Thus—

Circulation, 28th December, 1833 ............ £17,469,000
Diminished by an increase of deposits......... 570,000
16,899,000

Diminished by a diminution of bullion... 3,332,000
Amount by the action of the public ............ 13,567,000
Increase Dy the action of the bank ..... ... ... 3,617,000
£17,184,000
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8. The increase of the circulation by the action of
the bank is denoted by the increase of the securities.
The only way the bank can affect the circulation, is
by increasing or diminishing the securities. If the
bank buy exchequer bills, or discount bills of ex-
change, she increases the circulation and also the
sccurities. If she sells exchequer bills, she dlmlplshes
the circulation, and also the sccurities. It will be
scen that from December 1833, to June 1836, the
securities of the bank were increased £4,271,000.
Now it may be observed, that the increase of the
country circulation from £10,152,104 to £12,202,196,
may not have been by any voluntary action on the
part of the banks; it may have been by the with-
drawal of deposits. But the increase of the Bank of
England circulation must have been occasioned by a
voluntary action. These tables therefore, dg not seem
to present us with sufficient ground for holding up the
Bank of England as a model to the country banks,
for making exertions to limit the amount of paper in
circulation.

THE BRANCHES OF THE BANK OF ENGLAND.

The Bank of England first established branches in
1826. The object was to improve the country circula-
tion by operating as a check upon the private banks.
The circulation of all the branches in 1831 was
£2,372,000. It has since increased, as will be per-
ceived by the table to £3,800,000. In 1832, Mr.
Horsley Palmer was asked—

“ Have the bank taken any measures, and what
measures, for extending the circulation of bank notes
through their branch banks?

“The measures they have taken have becn per-
mitting individuals of supposed credit to open dis-
count accounts with the branch banks; they_ have
also afforded every facility to the transmission of
money from London to the country, through the branch
banks; and to those bankers who have proposed (for
the bank have made no proposition themselves to the
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bankers) to withdraw their circulation, the bank have
given the same amount of circulation in coin and
bank notes, that they previously stated to possess in
their own notes, at three per cent. per annum upon
approved bills of exchange; those are the three
sources.”

Mr. Horsley Palmer has stated in his recent publi-
cation, that the late increase in the branch circulation
has arisen from new contracts of this kind. It is no
doubt an advantage to a country bank to be able to
re-discount its bills at three per cent. instead of five—
to re-discount at home, instead of sending to London—
and to re-discount without depending on the fluctuating
supplies of the London money market. On the other
hand, as the country bank must give up its circulation,
the arrangement is not convenient for those banks that
have many branches, or which arc situated at a dis-
tance from a branch of the Bank of England.

Upon public grounds the arrangements made be-
tween the branches of the Bank of England and the
Joint stock banks, appear liable to the following
objections :—

First, that they tend to promote a spirit of specula-
tion, by increasing the amount of the currency. The
amount of re-discounts granted to several of these
banks, is much larger than any amount of notes they
could maintain in circulation. And even supposing the
amount of discount were limited to the amount of the
circulation, yet as the country bank is relieved from the
necessity of keeping a reserve of cash to meet the notes
daily presented for payment, the currency will be in-
creased to the amount of that reserve. The issues of the
Bank too being made in Bank of England notes, they
are not withdrawn from circulation by the exchanges
betwcen the local banks. Secondly ; they promote spe-
culation by reducing the rate of interest. The bank that
can obtain money at three per cent. can discount for
its customers at a less rate than those that have to pay
four or five per cent.  This will attract the customers of
the other banks; and these banks, unwilling to lose their
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customers, will be compelled to extend their accom-
modation, and at a lower rate of interest. Thirdly ;
this reduction of the ratc of interest is not confined
to the country districts; but also affects the market
rate of discount in London, in consequence of the
demand for money being proportionably reduced.
Fourthly ; the evil effects of this system appear to
be shown by the fact, that in the beginning of the
year 1830, the chief speculations did not originate in
London, but in Manchester and Liverpool, the places
where the Bank of England made the largest advances
at the lowest rate of interest. The subject was noticed
by two witnesses examined by the Parliamentary Com-
mittce last year.
MR. VINCENT STUCKEY.

“ Have you understood that the Bank of England has advanced to
joint stock banks money at three per cent. to a considerable extent 2—
I Lave.

“ Do you consider that, in reference to the monetary transactions of
the country, a prudent transaction #—I take the liberty of saying, I do
not think it is; and as a proprietor of the bank stock, I have so stated
to somc of the directors.

“Isnot that a measure very stimulating to imprudent speculation ?—1I
think so, but I wish to give my opinion on this point with considerable
doubt, as the directors of the Bank of England have much better
opportunities of judging than I can have.

“If the money be advanced at three per cent. to render it a profit-
able tronsaction, some interest must be made of this money in their
hands, which could be created only by cash speculation ?—We have
had nothing of this kind in the West of England; but it was stated in
a public discussion by a gentleman from the North, that if theie was
any mischief likely to result from the joint stock banks, it might arise
from those bauks which had borrowed from the Bank of England, and
having their cash at less than the market rate of interest, they had
been induced to lend it again improperly in Lancashire.

“In your opinion is as much danger to be appreliended from such
advances at three per cent. on the part of the Bank of England as froin
over-issues of joint stock banks 2—Yes, perhaps some banks do issue
bank paper improvidentially, but they are kept in check by being liable
to pay their cash notes on demand in gold.”

MR. W. G. CASSELLES,

 What, in your opinion, is the effect of that accommodation afforded
by the Bank of England? what effect has it upon the operations of
the banks to which it is granted ?—It facilitates their operations, and

cnables them o discount more paper than they otherwise would be
cnabled to do.
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“ Docs it give them a confidence in affording accommedation to their
customers, which in your opinion they would not with their own eir-
culation of notes ?—Undoubtedly it does; I should think, if a larger
quantity of paper were presented to that bank which lias a constant
discount account with the Bank of England, they would be encouraged
to discount a larger amount, beeause they know that by going to the
Bank of England, and giving in those bills again, under their agreement
with them, they will be pretty certain of their being discounted by the
Bank of England; the other banks, which have not an account with
the Bank of England, must make their discounts in proportion to their
means.

“Ts it, as far as your experience goes, a facility which has tended con-
siderably to increase the amount of accommodation given in the town of
Manchester —I understand it has increased very much the business of
the Manchester and Liverpool district bank, which is the only one I
know of at present. Of the banks established two or three months
ago, I do not know any thing ; but of the four banks established pre-
viously to the commencement of this year, I think it has increased the
business of that partieular bank, that they have continued their inter-
course with the Bank of England.

“ By enabling them to discount freely, does it force upon other banks,
not having the same engagement with the Bank of England, the neces-
sity of more freely supplying their customers ?—1I think it does in this
way, that where customers are liberally supplied at one bank, those in
the same line of business with them, and possessing equal means, and
whose business could be done with equal safety, say, “ Why, cannot
we have our business done in the same way ? 1t is very strange that
you should pinch us.” And I think it is their interest to merease as far
as they safely can; therefore it has an effect upon the whole.

¢ Therefore that must tend to foster speculation to the extent to
which such accommodation is increased ?—1I should be sorry to say it
fostered speculation. I consider a circulation, founded on the trade of
that part of the country, to be a circulation perfectly safe, and I do not
think they have gone further than prudence justified.

¢«In whatcever degrec the accommodation may tend to extend the
disposition to trade to that extent, the accommodation afforded by the
Bank of Eugland has had its effeet #—1It has rendered it more casy.

“In your opinion, lLas it any effcet on the London market for inte-
rest 2—1I think it has a little effect upon it.

“TIn what way has it that effect ?—If all the four banks of Man-
chester, for instance, had no account whatever with the Bank of En-
gland, for any thing that they rediscount, they must depend upon the
floating capital of the country, which generally centres in London;
any thing done in the country bears a small proportion to that done in
London. I think there is generally a large amount of floating capital
required to be vested for a temporary purpose, or for a certain period.
Banks in the country send their bills to their broker and agent in Lon-
don to rediscomnt; if four of them were bringing all their bills to bear
upon the floating capital, that would make a very great demand upon
it; if that was confined to three-fourths of that demand, the floating
capital will not be affected to so great an extent as it otherwise would
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be. In that way, perhaps, if a fourth part of the whole demand for
rediscount be transacted by the Bank of England, that takes away from
the demand upon the floating capital, and I think those other three
banks will obtain their discounts at a cheaper rate than if all four were
competitors for it.

“ Do you know the extent to which the Manchester and Liverpool
district bank has the power of discounting with the Bank of England ¢—
1 have heard it is to the extent of £400,000 or £500,000, constantly
running ; I do not give that as a matter of fact T am acquainted with,
but T have no reason to believe it is incorrectly given. oo

“Supposing it be, for illustration, £500,000, the effect is, 1t gives
greater accommodation to the business of the bank having that accom-
modation ?—Certainly.

“Ithasa tendency to compel other banks also more freely to accom-
modate their customers? They would not do it except they complain
of it, but it is an inducement.

Tt also, by the assistance it affords to the bank having that account
with the Bank of England, has a tendency to lower the general rate of
interest ?~—1I think so ; that must follow.

“Do you mean that it lowers the market rate of interest in London
or Manchester —In London.

“Do you mean that many bills being sent from Manchester to Lon-
don for discount, will lower the rate of interest in London ?-—Bills
being sent from Manchester to London for discount, will increase the
rate of interest ; but the Bank of England giving a greater facility, and
preventing one-fourth part of the bills coming to London, prevents the
interest on money being so high in London.”

If it be desirable to increase the efficiency of the
“ measures adopted by the Bank of England, with a
view to the state of foreign exchanges, and of the
consequent demand for bullion,” the bank should, first,
discontinue their branches ; and secondly, cease to act
as a bank of private deposit in London. If the
branches were replaced by independent chartered
banks, their circulation would be controlled by the
daily exchanges with the neighbouring banks. The
Bank of England would be more watchful of the coun-
try circulation, and be better able to judge when it was
excessive ; whereas now she feels no alarm at the extent
to which the country circulation is increased, provided
that increase consists of her own notes : and if the bank
ceased to act as a bank of private depositin London, she
would have a more effective command of the exchanges.
At present, if she makes money scarce, merchants and
others who have accounts at the bank draw out their
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dcposits; zome to cmploy them in their Lusiness,
others to lend them at interest; thus more notes are
put into circulation, and the hank must make a farther
contraction to counteract this operation. If the bank
did not act as a bank of private dcposit, a demand for
gold would necessarily contract her circulation to the
extent of the gold withdrawn. If these deposits were
in the hands of the London bankers, they would be
more effectively employed in assisting trade and com-
merce in scasons of pressure. It may be said that
the bank employs these deposits—so she may, but it is
not in small advances to individual traders, but in large
masses on the money market. As to their influence in
fertilizing commerce there is as much difference be-
tween these two ways of employing money, as there is
between a shower of rain and a water-spout.

SECTION VI

AN INQUIRY INTO THE CAUSES OF THE RECENT PRESSURE
ON THE MONEY MARKET,

As the recent pressure for money has extended to
America, an inquiry into the canses to which it may
be ascribed, is not unsuitable to an essay on American
Banking.

In the beginning of last year there was mo ap-
pearance of distress; but on the contrary, every
symptom of prosperity, attended by its usual conco-
mitant—a readiness to engage in speculative under-
takings.

The following description of this period is taken
from the speech of Mr. Clay, on introducing his
motion respecting Joint Stock Banks, May 12, 1836.

“ To what extent the operations of the joint stock Lanks may have

contributed to ereate the present state of excitement in the commercial
world, must, of course, be mere matter of conjecture. That they have
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had some considerable influcncee is probable, from the fact that the ex-
citement and rage for speculation is greatest in those parts of the
kingdom, where the operations of those establishments have been
most active. London has been comparatively unmoved, but Liverpool
and Manchester have witnessed a mushroom growth of schemes not
exceeded by the memorable year 1825. 1 hold in my hand a list of
seventy contemplated companics for every species of undertaking,
which have appeared in the Liverpool and Manchester papers within
the last three months. This list was made a fortnight or three wecks
since, and might probably now be considerably extended. Itis impossible
also, I think, not to suspect that the facility of credit and conscquent
encouragement to speculation to which I have alluded, cannot have
been without its effect in producing the great incrcase of price in
almost all the chicf articles of consumption and raw materials of our
manufactures. That incrcase has been enormous—not less than from
twenty to fifty, and even one hundred per cent., in many of the chief
articles of produce, of consumption, and materials of our manu-
factures. I am quite aware that there is cvery indication of this
advance of price being sound; that it has arisen from consumption
outrunning supply; and that our manufacturers are working on orders
rather than speculation. But I cannot forget that the excitement of
1825 commenced legitimately—that the rise of prices will infallibly
check consumption, whilst it stimulates supply ; and when we look at
the amount of our paper currency resting at this moment on the
somewhat narrow mectallic basis of the bullion and specie in the vaults
of the Bank of England, it is impossible not to fecl appichension, or
at least the propricty of caution and forethought.

¢« The eirculation of the Bank of England, as appeared by the last
average in The Gazette, is—

Circalation of the bank ..ol £18,063,000
Deposits with ditto .....ooeeveeveeviiiinennn., 14,751,000
32,814,100
Private and joint stock bunks ..........ooiiiiil 11,447,919
44,261,919

Probable amount of Scotch and Irish curreney . 10,000,000

54,261,919
Speeic and bullion at the bank. . . £7,801,000

¢ It is right that I should say, I cannot approve of the course taken
by the Bank of England in this matter. The directors of that
establishment—acting, I doubt not, with the most conscientious desire
to protect the interests of the community,—have not taken, in my
opinion, the wisest course to effect that object. With a desire to
discourage the circulation of the notes of joint stock banks, they
afford facilities, as 1 have said, to such as issuc Bank of England notes.
I cannot think that this mode of forcing issucs is a legitimate pro-
ceeding on the part of that corporation, combining, as it evidently does
combine, an increase of the currency which may not be required, with
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a temptation to the joint stock banks thus supplied with its notes, to
afford indiscreet accommodation.

These appearances continued with little alteration
until the month of July, when the Bank of England
raised the rate of discount to four and a half per
cent. It then became known that there had been
a demand upon the bank for gold from the pre-
ceding April, and this measure was adopted by the
bank as a means of rendering the foreign exchanges
more favourable. This being found ineffectual, the
bank in September raised the rate of discount to five
per cent. Besides raising the rate of interest, the
bank adopted other measures of increasing the value
of money. A large amount of American bills upon
first-rate houses had Dbeen offered for discount and
rejected. A high degree of alarm was immediatel
spread throughout the community. The dread of a
panic similar to that of 1825 almost universally
prevailed. Those who had money were unwilling to
part with it—trade became suddenly stagnant—the
prices of all commodities fell considerably, and num-
bers of commercial houses, chiefly of the second
class, suspended payment. Many railway and other
projects now fell into oblivion.

The alarm that existed was kept up by the monthly
accounts of the bullion in the Bank of England.
The public returns shewed a gradual decline from
April, 1836, to February, 1837. It was therefore
supposed, that the Bank of England would be under
the necessity, for her own safety, of still further con-
tracting her issues, and thus increasing the existing
pressure. This apprehension caused all persons who
had money, to retain it in their possession, and bankers
and others withheld accommodation they would other-
wise have been disposed to grant.

This state of alarm was considerably augmented
by the publication of the Report of the Secret Com-
mittee of the House of Commons upon Joint Stock
Banks. This committee had been appointed, on the
motion of Mr. Clay, the Member for the Tower
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Hamlets, whose specch on the occasion might be
termed a bill of indictment. The joint stock banks
had rapidly increased ; they had issued small shares ;
they had large nominal capitals; they had circulated an
excessive amount of notes ; they had promoted specu-
lation. These were the charges brought against them;
and they had greater weight from being advanced
by a member who was known to be friendly to joint
stock banking. The report of the committee ap-
peared to sustain all Mr. Clay’s accusations. This
report was highly creditable to the talents and in-
dustry of the committee, but marked by a de-
cided hostility of tone. While it enumerated all the
actual or possible imperfections of the joint stock
banks, it ascribed to them scarcely a single ex-
cellence. At the same time, the committee deferred
to the succeeding session, the proposal of any meca-
sures for their improvement; thus the public were
led to suppose, that in the following session some
astringent measures would be adopted with reference
to joint stock banks, but what they would be none
could conjecture.

Had the report appeared at any other period it
might possibly have done good; but as its appearance
was contemporaneous with a pressure on the money
market, and a high state of alarm, it unquestionably
tended to weaken public confidence, at a time when
it required to be strengthened. Persons who were
unfriendly to joint stock banks, seized the opportunity
of dispraising them, and believed or pretended to
believe that the banks were unsound, and would
certainly stop payment. Others, who were friendly,
were apprehensive that the banks being still in
their infancy, would be found too weak to withstand
the storm now raised against them. But though
this alarm began with respect to joint stock banks,
it did not end there. It was soon foreseen that if a
few joint stock banks were to stop payment, the pri-
vate banks in their neighbourhood would be put to
a severe trial ; and if the banks should even be com-
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pelled to withhold their usual advances to their cus-
tomers, the credit of individuals must suffer. Hence
the private bankers and the merchants, as well as the
joint stock Dbanks, made preparations to meet any
event that might occur, and by thus incrcasing the
pressure on the London moncy market, occasioncd still
farther apprehensions.

The alarm was augmented by the stoppage of the
Agricultural and Commercial Bank of Ireland, in the
month of November,and the demand for goldwhich that
stoppage occasioned in Ircland. The joint stock banks
of England now became subject to increased suspicion ;
the accommodation they had becn accustomed to obtain
by the re-discount of their bills in the London market
was considerably restricted ; and in the beginning of
December, the Northern and Central Bank at Man-
chester, a bank having a paid-up capital of £800,000,
with above 1,200 partners, and forty branches,
applied for assistance to the Bank of England. This
was afforded upon condition, in the first instance,
that they should wind up all their branches except
that at Liverpool; and afterwards further assist-
ance was granted, upon condition they should dis-
continue business after February, 1837. Their life was
saved, on condition they should commit suicide.
At the commencement of the present year the old and

. respectable London banking-house of Messrs. Esdaile

and Co. received assistance upon similar terms.

The pressure which existed in England rapidly
extended to America. A large amount of American
securities, consisting chiefly of bonds of the respective
States, had been remitted to the agency houses in En-
gland. This circumstance, in connection with the
exportation of gold to America, attracted the notice of
the Bank of England. The {ollowing letter, written
by a respectable London house, was published in the
American newspapers:

‘“ Loxpow, Avcust 20, 1836,
“ Dear Sig,

“We were infomed to-day, by an active intelligent
director of the Bank of England, that more British capital has been ab-
L
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sorbed by American and Continental houses than can be spared, with-
out injury to the commereial and manufacturing intcrests of this coun-
try ; that the directors of the bank lhave decided, that they will take
measures to check the sale of such securities, by refusing to discount
bills of exchange drawn in those countries on houses here, however
Ligh may be their standing or credit.

“This decision places all houses in jeopardy that do business with
American dealers in British merchandise, because remittances are
usually made in payment for such merchandise in bills of exchange on
such houses; and if the decision referred to is rigidly enforced, such
remittances will be unavailable till due. Under these circumstances, we
deem it prudent to state, that we do not feel bound to continue our
usual facilities to dealers in British merchandise, and that we reserve to
oursclves the right of regulating them according to existing circum-
stances. We hope this decision will not be rigidly enforced; and, if
not, that we shall be able to act with more hberality than we now think
probable. It is desirable that our correspondents should be made ac-
quainted with this statc of things, that they might be governed by it in
making out orders for merchandise the ensuing season, which we hope
will be unusually small.”

The Bank of England did carry into effect the
measure intimated in the above letter. A large
amount of bills drawn from America upon first-rate
London houses was rejected. In America the pressure
became severe—money was wanted to remit to En-
gland to meet the drafts that had been drawn upon
England, either upon credit or against securities
that could not now be sold. The rate of discount at
New York rose to two, and even to three per cent.
per month.

From the pressure upon the money market, and
from the great fall in the price of American produce,
the cotton and other commodities sent from America
to meet drafts upon the English agents, could not be
sold except at a ruinous loss. And other remittances
not having arrived, several houses in the American
trade, who were said to have given extensive credits
to parties in America, applied for assistance to the
Bank of England. .

It is unquestionably a most important inquiry —to
what cause we ought to attribute this severe pressure—
a pressure by which thousands have been ruined, and
trade and commerce and manufactures greatly de-
pressed.  Several publications upon the subject have
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appeared, written chicfly by practical men of high
standing in the monied and commercial circles, and
w}lose opinions, on account of the station and talents
of the writers, are worthy of every consideration. The
principal are the following :—

1. A Letter to the Right Honourable Lord Viscount Melbourne, on
the Causes of the recent Derangement in the Money Market, and on
Bunk Reform. By R. Torrens, Esq. F.R.S. ’

2. A Defence of tlie Joint Stock Banks, an Examination of the
Causes of the present Monetary difficulties, and Hints for the future
management of the Cirenlation. By David Salomons, Esq.

3. The Causes and Conscquences of the Pressure upon the Money
Market, with a Statement of the Action of the Bank of England, from
Ist October, 1833, to the 27th Dec. 1836. By J. Horsley Palmer, Esq.

4. Reflections suggested by a perusal of Mr. J. Horsley Palmer’s
Pamplilet, on the Causes and Cousequences of the Pressure on the
Moncy Market. By Samuel Jones Loyd.

5. Observations on the recent Pamphlet of J. Horsley Palmer, Esq.
on the Causes and Consequences of the Pressurc on tlie Money Mar-
ket, &e. By Samson Ricardo, Esq.

6. The Cause of the present Money Crisis explained, in answer to
the Pampllet of Mr. J. Horsley Palmer, and a remedy pointed out.
By W. Bennison.

7. Reply to the Reflections, &c. &c. of Mr. Samuel Jones Loyd, on
the Pamplilet, entitled, ¢ Causes and Consequences of the Pressure
upon the Money Market.” By J. Horsley Palmer.

The recent pressurc upon the money market has
been assigned by the above writers to some one or
more of the following causcs.

First. It has been ascribed to the excessive issue of
notes by the joint stock banks. This opinion is stated
by Mr. Horsley Palmer.

¢ Immediately subsequent to the panic of 1823, which affected almost
every banking establishment in London as well as the conntry, the
Government of that day was unfortunately induced to call upon the
Bank of England to relinquish, beyond sixty-five miles from London,
its exclusive privilege as to the number of partners authorized by law to
be associated for the formation of banks, in order to enable ministers to
frame regulations authorizing the establishment of joint stock banks
throughout all parts of the country bevond the limit above specified
thercby virtually declaring that the existing private banks were un-
weortly of credit. The term * unfortunate” is used; for perhaps
there never was o measure more uncalled for by the wants of the com-
munity., The existing system was intimately connected with the pros-
perity of the country, and was geod in all its parts, excepting the power
of issning papor-money ad lilitum. The change in question laid the
foundation of a new system to be broaght into the field by competition
in the issue of paper-money, the most prejudicial means that could be
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devised. A reluctant concession was obtained from the bank ; and in
order to place the whole subject before the public, the correspondence
which then took place between the government and the bank is an-
nexed to the present statement. Very little progress was made in the
formation of those projected institutions prior to the ycar 1830, when a
further application was made by government to the bank for conces-
sions intended to have formed part of the conditions at that time for the
rencwal of the charter. The opinion of the bank remained unchanged
as to the danger to be apprehended from the extension of the systems
of joint stock banks, and this opinion was pressed upon the govern-
ment at that period. The ministry under the Duke of Wellington
having soon after been dissolved, no further discussion of the subject
took place until the negotiation under the government of Earl Grey,
which terminated in the renewal of the charter of the bank In 1833.
Pending the discussions which then took place the strongest represen-
tations were verbally made to Earl Spencer (then Chancellor of the
Exchequer), of the necessity of placing joint stock banks of issue
under some rcgulations to be proposed by his majesty’s government,
which might tend to a prevention of excess in their issues of paper-
money. It is well known that that noble lord was desirous of sub-
mitting such regulations for the consideration of parliament ; but these
he was prevented from carrying into effect. The system of joint stock
banking was further facilitated by permitting the formation of direct
agencies in London ; and a declaratory clause was inserted in the Bank
Charter Act authorizing the establishment of those bodies in the metro-
polis. It is conceived that the bank had the more reason to complain
of the ministers’ proceeding upon that occasion, it having been distinctly
understood during the negotiation, that the law affecting the forma-
tion of banks withinsixty-five miles of London should remain untouched,
and upon the faith of that understanding Earl Spencer undertook to
bring the bill into the House of Commons for the renewal of the char-
ter of the bank.

< Having thus Lriefly stated the proceedings which have dccurred in
the establishment of joint stock banks prior to the renewal of the charter
of the Bank of England, it may, perhaps, be proper to state the periods
of the increase of those of issue from the year 1826 ; they arc as follow,
taken from rcturns furnished by the stamp office.

IN ENGLAND AND WALES.

1826, were established - - - - - 3
1827) ”» - = = - - 4
1828, i3} = = - - - ml
18297 ”» - = - - - 7
1830, ” - - - - -1
1831, » - - - - - 8
1832, » - - = - - 7
1833, " e 1
1834, » - - = - - 11
1835, 1) - L4 - - - 9
1836, from 1st January to 26th November - - 42

Total - - - 102
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IN TIRELAND.
There were formed prior to 1834 - - - -3
In 1835 - - - - - - - -2
1886 - - - - -+ - - .8
Total - - - - 13

“ Until the year 1833 the action of the banks, as already stated, ap-
pears to Lave been perfectly regular. From that period the increase in
the number of joint stock banks, in England and Wales, to the 26th of
November last, has been seventy-two, and in Ireland ten, making an
aggregate of eighty-two, exclusive of their innumerable branches formed
in almost every town in the two kingdoms, which are, in fact, equiva-
lent to so many additional banks.”

¢ Having thus endeavoured to explain the causes which have operated
to reduce the bullion of the bank during the last three years, it becomes
desirable to shew why it is that the contraction of the circulation of the
bank has affected private credit more than in 1832, when a similar loss
of bullion and contraction of the bank’s engagements were exhibited.
The difference between the two periods appears to have been occa-
sioned by the altered state of private banking in the interior of the
country. In the first, there was no particular excitement either in
England or Ireland, nor any excess in the issues of provincial paper.
In the second, both countries teemed with competition created by the
additional establishment, as previously stated, within the short space of
two years, of not less than seventy-two joint stock banks in England
and Wales, and ten in Ireland, with their innumerable branches in
almost every town throughout the two kingdoms. It is needless to
attempt to describe the competition that grew out of this excessive
multiplication of banks: its effects were exhibited in a great and undue,
and even rash extension of paper-money and credits, accompanied by an
unusual reduction in the rate of interest in the interior of both coun-
tries, but particularly in Ireland: the commonest observer must have
seen the gathering clouds, and dreaded the consequences.

“ These circumstances at length attracted the attention of Parliament.
The volume of evidence, taken before a Committee of the House of
Commons, and published since the close of the last session, must satisfy
every unprejudiced mind of the danger attending the continuance of
such a system. Suffice it here to say, that the influence which should
have attended the contraction of the Bank of England paper arising
from the export of bullion, was counteracted by the imprudent facilities
of credit and cheapness of money occasioned by the proceedings of the
issuing banks in the interior of England and Ireland. Upon the publi-
cation in the Gazette of the issues of the joint stock and private banks
of England and Wales in the early part of last July, an increase of 25
per cent. of their issues was exhibited above the amount existing in
March 1834, while the circulation of the Bank of England had been
diminished nearly to the same extent. The increase in the issues of the
joint stock banks of Ireland, though not published, has since becn as-
certained to have greatly exceeded in proportion that exhibited in this
country.
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¢ The consideration of the joint stock system had been, for some time

prior to the ycar 1825, forced upon public attention by the many
failures which had taken place subsequently to 1810 in private banking
establishments, amounting to more than one hundred and fifty : and as
about eighty private banks suspended their payments in 1825, the
government thought themselves then called upon without further delay
to endeavour to change the system altogether—a sound system of bank-
ing being an object of the highest importance to the whole community.
The view taken by government was strengthencd by observing the
little comparative derangement sustained by Scotland under the joint
stock banks, by which the monetary concerns of that part of the king-
dom have been almost exclusively conducted. Looking to that coun-
try as an example, it was perhaps natural to conclude that what
afforded evidence of advantage in onc part of the kingdom would be
equally good for all the rest. There is no intention to criticise the Scotch
system of banking, but were it narrowly examined, it might not appear
so perfect in all its parts as its many warm advocates are inclined to
believe. Suffice it to say, that it has produced great benefit to Scot~
land, which is a sufficient reason for leaving it untouched so long as it
commands public confidence.

“In precipitating a change in England ministers seem not to have
given sufficient attention to the real causes which occasioned the failures
1n this country, or the peculiar origin and state of the banking interest in
Scotland. The evil of the system in England Lad grown up during the
period of the restriction upon cash payments, and cspecially during the
depreciation of the currency from 1810 to 1819, when the issues of
paper-money were governed solely by the extent of the demand upon
approved securities ; and as every bank not having more than six part-
ners had the privilege of issuing notes without limit, it is not to be
wondered, while such an unsound principle of issue was generally
approved, that banking establishments should have multiplied in all
parts of the country merely for the profit to be obtained from their re-
spective paper mints, without paying much, if any, regard to sccurity
for the eventual payment of their notes either in paper of the Bank of
England, or coin. = As the period of return to cash payments ap-
proached, these ephemeral establishments began to disappear, and the
banking business of the interior assumed a more substantial character :
the principal evil suffered to remain was the continuance of the privi-
lege to the country banks of issuing one and two-pound notes after they
had been withdrawn by the Bank of England. This rendered coin the
only means of upholding that description of circulation; and this coin,
in the event of discredit, could only be obtained from the Bank in
London.

“ Such was the state of the provincial banking interest when overtaken
by the universal panic of 1825. During that cventful period it is true,
as alrcady stated, that nearly eighty private banks suspended their
payments; but it is equally true, and perLiaps no stronger proof could
be afforded of the really substantial state of the country banks at that
time, that a very small portion (it is believed not ten) proceeded to
bankruptey.  If, therefore, due attention had been given by Lord
Liverpool’s administration to the causes whicli occasioned the insolven-
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cies prior to the resumption of cash payments, and a little more time
had been taken to inquire into the real state of the country banks in
1825, it is probable that the discredit so unjustly thrown upon the
system of private banking in the annexed correspondence would never
have been heard of.  So far as the opinions then expressed were based
upon the example of Scotland, it is maintained that they were founded
in error. The two systems were different in origin and principle.
That of England had been formed upon the Bank of England and private
establishments precluded by parliament from embracing more than six
partners, while the system of joint stock banks had ever been the main
support of the circulation of Scotland.  Both systems existed with equal
advantage to the several districts where established—a change in cither
could only be accomplished by competition endangering the credit and
currency of the country.

“In making these observations upon what appears to have been an
injudicious encouragement given to the formation of joint stock banks
in England, where adequate banking institutions already existed, there is
no intention of questioning the propricty of sanctioning such establish-
ments in a country differently situated. Banking is one of the princi-
pal means of promoting the prosperity of a nation, and it must conse-
quently always command the vigilant attention of a government anxious
to forward the welfare of the various branches of the community. As
a general principle, it may be stated, that joint stock societies are only
deserving of encouragement when individual capital and enterprise are
found deficient. They are peculiarly applicable to banking business in
an early stage of accumulation of property, and before private credit is
cxtensively created. Such was the case in Scotland at the time wlhen
joint stock banks began to be established in it ; such was also the
situation of America, and such too, is now the situation of tle Canadas.
In the interior of Ircland the first attempt was made to conduct the
banking business by private capital, supported by the Bank of Ireland,
in the same way as in England. The situation of the two countrics
was however, widely different, and consequently the private banks of
Ireland almost totally failed; which, leaving the field open to other
agency, occasioned the formation of joint stock banks in their place.
In all the instances here alluded to, those institutions, if their issues of
paper be duly regulated, without which their respective currencies can-
not fail to be in a frequent state of inconvenient and even dangerous
fluetuation, will continue to prosper; and with their own prosperity
";/ill tend to promote the public and privatc interests dependent upon
them.

¢ Adverting, therefore, to the mischief which appears to have attended
the uncalled-for encouragement given to joint stock banks in England,
while the advantage of those bodies is admitted in countries differently
situated, it becomes the duty of government to bring the subject under
the consideration of parliament, and to propose such regulations as may
check the unlimited formation of such institutions hereafter, in places
where banks already exist, affording every sceurity and accommodation
which the district may require. And further, to regulate the future
management of those now in existence, in order to guard against &
recurrence of that excess in the cireulating medium, which on the late
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occasion neutralized the influence of the contraction of the circulation of
the Bank of England, and occasioned a scrious, it may be said ruinous,
pressure upon the money market. Unless measures, having those ob-
jects in view, be adopted with firmness on the part of the government,
a repetition of the pressure will no doubt recur with increased violence.
Earl Spencer, when Chancellor of the Exchequer, was fully aware of
the danger to be apprehended from the present system; and the
attempt made by his Lordship at the time of the renewal of the bank
charter to establish regulations for the conduct of joint stock banks of
issue, sufficiently proves that at least one member of government was
convinced of the necessity of protection being afforded to the public
against its abuse. So dangerous does the system appear, as it now
stands, that it becomes questionable whether the Bank of England and
the bodies in question can permanently exist together.”

In reply to this, we may observe,

1. The amount of the country circulation is not
sufficient to shew that the issues were carried to ex-
cess.

And here it may be proper to notice two important
principles with regard to the currency. The first
is, that the amount of notes in circulation is in itself
no decisive proof either of excess or otherwise; for
certain circumstances may require an increased
amount of notes to carry on the same extent of
operations. Such, for instance, as an advance of
prices, arising either from scarcity or speculation, an
increase in the production of commercial commodities,
or a want of confidence that may cause the circulation
to be hoarded to meet contingencies. In consequence
of this principle having been overlooked, the Bank
of England has sometimes been unjustly censured.
Writers have imagined that because the amount of
notes in circulation has increased, that money has be-
come more abundant, and the exchanges must become
less favourable. But it is always necessary to take
into account the circumstances under which these
increased issues have been made. If, throughout the
year, the same amount of notes were kept in circu-
lation, the currency would sometimes be deficient, and
sometimes be excessive.

The second principle is, that an increase in the
amount of the country circulation would not necessarily
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have any effect upon the fofeign exchanges, even if
the Bank of England did not exercise any controlling
3nﬂuence; for that increase may have arisen from an
increase in the internal trade of the country. If there
is a greater production of commodities, or a greater
number of transfers, arising from increased trade, then
more money will be required to circulate these com-
modities. And if this money be not issued to an
extent that shall cause an alteration of prices, it is
impossible that it should affect the foreign exchanges.*

o« The joint stock banks,” says Mr. Ricardo,  might extend their
issues to places which had been before occupied by the Bank of En-
gland, and displace the notes of the latter, and this has certainly occurred
in Lancashire. An increase of trade in the provinces might acquire o
larger comparative amount of circulation ; it is likely, that this has
been the case in the last year, The improving commerce of Liverpool
and Manchester, the capital employed in the establishment of banks,
and the formation of railways, the greater part of which capital has been
furnished by the country districts, and the dealings in the shares of these
undertakings, may have required such an increase of paper, as mate-

rially to alter the proportion that before subsisted between the country
and bank circulation.” '

That the country circulation was not excessive seems
evident from two circumstances : first, from the small
amount of increase, when compared with the extended
trade and the increased prices; secondly, from the fact
that it has not declined. It will hardly be contended
that the amount was excessive in the last quarter of
1836 ; yet then it had declined only £246,500 from the
quarter ending June 1836, and was superior to any
other quarter.

It will also be seen that the country circulation
sustained but little increase until the quarter ending
December, 1835, after the speculative spirit had com-
menced ; a proof that the notes had not been the
cause of the speculations, but that the speculations had
drawn out the notes.

Mr. Palmer states—* Upon the publication in the

* See the History and Principles of Banking.
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Gazette, of the issues of the joint stock and private
banks of England and Wales, in the early part of last
July, an increase of 25 per cent. of their issues was
exhibited above the amount existing in March, 1834;
while the circulation of the Bank of England had
been diminished nearly to the same extent.”

This language conveys the impression that the
country circulation had increased between the pe-
riods mentioned 25 per cent., and the circulation of
the Bank of England had diminished nearly 25 per
cent. From the table at page 133, we find the facts
are these :—

March, 1834, June, 1836,
Country Circulation 10,191,827 12,202,196 2,010,369 increase.
Bank of England do. 19,000,000 17,900,000 1,100,000 decrease.

It will be seen that the increase of the country cir-
culation is £2,010,369 upon £10,191,827, which is less
than 20 per cent. With regard to the decrease of the
Bank of England circulation, we presume Mr. Palmer
did not mean that £1,100,000 was 25 per cent., that
is, one-fourth of £19,000,000: he could mean only,
that £1,100,000 is nearly £2,010,369.

2. The joint stock banks formed last year could not
be the cause of the alleged excessive issue. ’

Mr. Palmer has stated that forty-two banks were
formed last year, but he has not stated at what time
in the year they were established. As the demand
for gold commenced in the middle of April, any
excessive issue that produced that demand must have
existed for some time previously. Now previous to
the 30th of April, only four joint stock banks were
registered in 1836. One of these was a private bank,
that became a joint stock bank by increasing its
partners to fifteen; and another does not issue notes.
It will hardly be contended, that the other two banks,
one registered the 11th January, and the other the
27th February, issued so many notes as to render the
exchanges unfavourable by the middle of April.

It is obvious from this statement, that the increase
of joint stock banks last ycar was not the cause but
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the effect of the speculative spirit that existed in the
country. Money was abundant, and sought em-
quyment; interest was low, and hence a mode of
1avestment that promised a higher rate of interest
was eagerly embraced. The private bankers too became
convinced that it would be their interest to merge
their establishments in joint stock banks. The fact
that so many of the new banks were formed upon the
basis of respectable private banks, is of itself a proof
that these new companies were not speculative under-
takings, but were built upon a rational expectation of
success.

I have placed in the Appendix, a listof 113 country
banking establishments that have been merged in joint
stock banks. The materials of this list were supplied
by various managers of joint stock banks in the coun-
try, and it was arranged by Mr. Henderson, the sub-
manager of the London and Westminster Bank. Pos-
sibly there may be other instances, which are not in-
cluded in this list. The following table will shew the
number of private establishments that have been
merged in the joint stock banks formed in each year
respectively, from 1826 :

1826 - - - - - - - 15
1827 - - - - - - - —
1828 - - - - - - - —
1829 - - - - - - - 2
1830 - - - - - - - -
1831 - - - - - - - 11
1832 - - - - - - - 9
1833 - - - - - - - 14
1834 - - - - - - - 16
1835 - - - - - - - 4
1836 - - - - - - - 49

Total 113

It will hence appear that the forty-two joint stock
banks, which were formed in 1836, have absorbed forty-
nine country banks.

While it is admitted that some of these banks were
the effect of the spirit of speculation that then existed,
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it is not admitted that this is any reflection upon
those banks. In seasons of excitement both good
and bad projects are brought forward: and when
the excitement has subsided, the good projects are
carried on, while the bad ones are abandoned. Is it
any objection to the Provincial Bank of Ireland, that
it was nurtured amid the speculations of 18257 And
can it be an objection to any of the English joint stock
banks that they were brought before the public in
18367 A proof of the solidity of the banks that were
formed last year, is found in the circumstance, that
they have not been abandoned. All of them have
stood the recent pressure, without secking the assist-
ance of the Bank of England.

3. Mr. Palmer has virtually acquitted the joint
stock banks of the charge of excessive issue, by stating
distinetly, that the commercial exchanges have never
been unfavourable, and that the exportations of gold
since June 1833, have been produced by causes over
which the joint stock banks had no control; viz. the
foreign loans, and the demand from Amnierica.

“In order to establish the position that the commercial exchanges
were not against England, it may be right to refer to the increase or
decrease of gold at the Bank, from which alone any correct infercnces
are to be drawn as to the state of our currency in comparison with that
of foreign countrics.

¢ The first period may be taken from October 1833, to April 1835,
during almost the whole of which time there was a continued purchase
of gold by the bank, at £3: 17 : 9 peroz. ; the exchange on Paris never
fell below 25.85 for short paper, and the premium upon gold remained
in Paris at about 9 per mille; thus shewing thatduring that period there
was no demand upon the bank for bar-gold, and no profit upon the export
of that metal or the gold coin of the realm.

“ The second period was from April 1835, to April 1836, during the
whole of which time the foreign exchanges were considerably higher
than during the preceding cightcen months, and consequently the influx
of gold correspondingly incrcased at the bank.

“ The third and last period is that from April to December of the
past year, during the whole of which time the foreign exchange on Paris
was seldom under 25.35 ; the premium upon gold, however, was for a
short time as high as 18 and 14 per mille, which occasioned a loss of
about £100,000 of the bank’s stock of gold bullion, an amount too
trifling to cstablish the fact of an unfavourable commercial rate of
exchange.”
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4. The Bank of England has the mcans of ef-
fectually controlling the country circulation, and is
thereforc chargeable with any excess that may have
existed.

The amount of gold that can be demnanded
from the Bank of England must depend upon
the amount of its own notes in circulation. The
holder of the note of a joint stock bank cannot
demand gold for it of the Bank of England: he may
demand payment of the joint stock bank, who may
give him in exchange a Bank of England note, for
which he may get gold. But the joint stock banks
have no means of drawing out notes from the Bank of
England, they can only procure those previously in
circulation ; these notes may be obtained by the sale
of stock or exchequer Dills, but as they were previ-
ously in circulation, the amount of the Bank of En-
gland circulation is not thereby increased, while that of
the country banks who pay away the Bank of England
notes in payment of their own is to that extent dimi-
nished. The bank then can always limit its liability
to be called upon for gold, by limiting its issues. In
1826, when it was a question how far a small note
circulation in Scotland and Ireland was compatible
with a gold circulation in England, two directors of
the Bank of England were examined upon the sub-
ject; they stated that the Bank of England could not
be affected, because the Scotch banks could not get
gold from the Bank of England, unless they first got
possession of its notes.

The following is the cvidence of J. B. Richards, Esq.

¢ Although the paper circulation of Scotland was confined within its
own limits, 1f & sudden demand should arise there for gold, what would
be its effect in England, and particularly on the Bank of England ?—1I¢
could only reach the Bank of England, I appreliend, by getting pos-
session of Bank of England paper ; and by that means, or by discount-
ing bills, or by some other process, arriving at the gold of the Bank of

England ; their own notes would never bring it out, because they are
not convertible at the Bank.”

If the Bank of England has the power of con-
trolling the country circulation, and has not exercised
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that power, she has no riglt to complain of the
excessive issues of the jointstock banks ; and the bank
has no right to assert that she does not possess that
power, unless she has tried to exercise it, and has
failed. It must be admitted, that the Bank of En-
gland has no control over the country circulation but
by controlling her own issues. But we contend that
every contraction or expansion of the circulation of
the Bank of England will be always certainly, and
generally immediately, followed by a corresponding
contraction or expansion of the country circulation.
As1 have referred to this subject in the preceding
section, I will now only quote the language of Colonel
Torrens:

“ Were it true, that the paper of the provineial banks flows into the
channels of circulation as the paper of the Bank of England is with-
drawn, and thus prevents the eurrency from contracting under the in-
fluence of an adverse exchange, then there would be no narrowing of
mercantile accommodation, and no pressure upon the money market,
requiring advances from the Bank of England in support of commer-
cial credit.  On the other hand, the fact, so frequently and so fatally
experienced, that a contraction of the issucs of the Bank of England
inflicts immediate pressurc on the money market, is a practical demon-
stration, that the paper of the provincial banks does not flow into the
channels of circulation as the paper of the Bank of England is with-
drawn ; and that the operations of the provincial banks do not coun-
teract the efforts of tlie dircctors to regulate the currency upon sound
principles, and to preserve the medium of exchange from any deeper
fluctuations than those to which it would be occasionally liable were
the circulation purely metallic. In 1825, the Bank of England nar-
rowed its issues by upwards of £3,000,000; but the provincial banks,
instead of being able to counteract the operation, by increasing their
issues to a corresponding amount, were crushed and extinguished under
the calamitous pressure which it occasioned. And, in the present year,
when the directors of the Bank of England resorted to measures for
contracting the currency, the provincial banks of issue, instea(.l of bqing
able to throw increased supplies of paper into the channels of Cll’Culathll,‘
were crippled and paralysed, and compelled to resort to the Bank of
England for assistance. o

“ Now, if the bank directors were to regulate their issues by the
foreign exchanges, the paper circulation of the metropolis would be
exactly equal, both with respect to amount and value, to a2 metallic
circulation ; and consequently, cvery excess of provincial paper would
raise prices in the markets of the provinces, without raising them in the
markets of London ; would tura the balance of payments against the
provinces ; cause the excess of provincial paper to be returned upon the
banks of issue, in cxchange for bills upon London, and, by ereating an
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increased demand for foreign bills, to pay the foreign debts incurred
during the high range of provincial prices, would have a tendency to
contract the currency of the metropolitan district, rather than to render
it redundant. If the dircctors of the Bank of England were to regu-
late their issues upon sound principles, the over-issues of the provin-
cial banks would be almost immediatcly returned upon them, and
therefore could not, except for periods too brief to be important, have
any sensible cffect in increasing the amount, and reducing the value, of
the general medium of exchange. While the Bank of England retains
its exclusive privileges in the metropolitan district, no considerable or
protracted derangement in the money market can take place, except in
conscquence of the failure of the directors to regulate their issues upon
sound principles.”

5. The contraction of the circulation of the Bank
of England has not been sufficient to shew that she
could not control the country circulation.

The table given at page 133, certainly shows a
reduction, but the Bank of England could have had
no great fear of the issues of the joint stock banks, if
this was the whole extent of her efforts to control
them. But if this reduction appears trifling, when
compared with the object to be effected, it will appear
with reference to the stock of bullion to be still more
inconsiderable. Upon this subject I quote Colonel
Torrens and Mr. Loyd :

COLONEL TORRENS.

“ An inspection of this table will convince your Lordship of the cor-
rectness of my assertion, that the bank dircctors act in systematic vio-
lation of the principle of leaving the currency to contract and expand
under the action of the exchanges. 1In December 1833, their circula-
tion was £17,469,000, and their bullion £10,200,000 ; in March 1834,
their bullion was reduced to £8,753,000; and if they had acted on
the principle of leaving the currency to contract under the action of
an adverse exchange, their circulation would have been reduced to
£16,022,000. But what was the fact? In utter disregard of the only
sound principle upon which a paper currency can be regulated, the bank
directors, while bullion was thus flowing from their coffers, increased
their eirculation to £18,544,000; and thus threw upon the mone
market an excess of circulating moncy to the amount of £2,522,000.

“Tn March 1835, the treasure in the coffers of the Dank was re-
duced from £10,200,000, its amount in Deccmber 1833, to £6,295,000;
and if the directors, during this continued adverse exchange, had
allowed their issues to contract as their gold was withdrawn, their cir-
culation would have been reduced from £17,469,000, its amount in
December 1833, to £13,564,000.  Yet, incredible as the fact may ap-
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ear (and utterly ineredible it would be, if not cstg.blished by authcx})t:)c
I(;f’ﬁcioﬁ returns,) the directors kept out & circulation of £18,152,0 :
and thus creatod in the money market an excess of paper to the amoun

4,588,000.

of “£T’he continuance of the adverse exchange, was the necessary result
of this excess in the circulation. The Gazette accomnt of the quar-
terly averages of liabilities and assets of the Bank of England, from
the 23rd of August to the 14th of November, 1836, gives the following
results :—

ASSETS.

LIABILITIES. . T
Circulation - -£17,543,000 | Securities - £28,184,000
Deposits - - 12,682,000 | Bullion - 4,933,000
£30,225,000 | £33,067,000

« Taking these figures as they stand, without troubling ourlselvlf:s t{:
inquire how much the actual quantity of bullion, held by‘ the fatrllm
during the last week of the quarter, fell short of the m"ﬁl?ge o he
whole quarter (which is all the return gives), we shall 1suh ml\)re)sude-
cient data to shew tlie monstrous extent to which principle asf ]e(,n de-
parted from in the regulation, or rather in the no regulatlon], o t‘lc ¢ I
rency. Between December 1833, and November 1836, t 12% (;:ggzmto
in the coffers of the bank was reduced from‘ £,1(:1, ,000 to
£4,933,000; while the issues of the Bank of Englan }paI:l(?r “tm-s
inc;'eased from £17,469,000 to :‘6}7,543,000 ! How did the gcc or
contrive to get out more paper while the adverse exchange wgs. hC}:ll 1e -
ing them of gold ? Simply by violating the principle by {v 1}c” t]l ;I
prct,)fess to be guided. Wiale the adverse exchange was reducing el
treasure from £10,200,000 to £4~,933,000.; and \ylnl(;, on cvery
sound principle, they should have allowed their paper in Cll‘c]llli'l,tl()ll-to
contract from £17,469,000 to £!2,202,000, t.hey increased t)egg;cutl-
rities from £24,567,000, their amount in December, 11 1f€] c;‘
£28.134,000, their average amount for the quarter ending the 15 tx of
Nov’ember, 1836 ; and by issuing paper on the increased amzun lo
securities, succeeded in causing the currency to e:)(’pzmd, under the
action of o decided and protracted adverse exchange.

MR. LOYD.

« Is it possible for the joint stock banks to maintan ari expansgn’\
of their issues for any permanency in the face of a regu 11:,. stc.a \] :
and undeviating course of contraction on the part of the bank ; or 'WIt
such a course on the part of the bank bring the subordinate 158111)ers into
such a situation that a corresponding change in their issues ccomc?
inevitable 2 A correct determination of this question is }Ell, rln‘atte.r o
the greatest importance, and it is much to be rcg_rretted, VVllt 1 t ni \:llew,
that” Mr. Palmer has not furnished us with minute and (}eltm e ac;
counts of the action of the bank, from Deccmber, 1835, to t elprescn
time. Such accounts when produced may possibly substantiate his case.
But the information to be derived from the very imperfect statements
given us, does not tend to this conclusion :—
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Dec. 29, 1835...... London circulation £13,800,000
Mar. 29, 1836...... Do. 14,400,000
June 28, 1836...... Do. 14,200,000

“ This statement does not look like that steady and undeviating con-
traction of their issues which can justify the bank in complaining of any
counteraction on the part of the joint stock banks as a thing cntirely
beyond their control, “and so independent of them as to menace their
existence.

“ This view of the matter seems to gain additional strength when
we look to the issucs of the branch banks :—

Dec. 29, 1835...... Branch banks £3,400,000
Mar. 29, 1836...... Do. 3,600,000
June 28, 1836...... Do. 3,700,000

By this statement, it appears that the country issues of the bank were
themselves increasing at the period during wlich the bank complains so
severely of the increased issues of its rivals.

“ In the face of these statements we are not warranted in coming to
the conclusion that the action of the joint stock banks is utterly be-
yond the control of the central issuer ; the bank must first prove that it
has really tried the effect of a steady and uninterrupted course of con-
traction, and that in face of this the issues of the Joint stock banks have
as steadily increased. Such may be the case; but Mr. Palmer's
pamphlet has not furnished us with any evidence of it, and the infor-
mation, imperfect and unsatisfactory as it is, which he does give us,
directly tends to the opposite conclusion.

“But to retwrn to the above table :* we would ask any reflecting
person to look first to the column of bullion, and mark its regular and
rapid decrease; then to compare with this the column of circulation,
terminating with a larger amount than that with which it commences,
and having done so, to declare whether he discovers any evidence of
the bank laving made the amount of its circulation to fluctuate as it
would have done had it been purely metallic; or whether he can per-
ceive, during the drain of bullion which commenced in April, or during
the months which immediately preceded that event, any signs of that
steady and undeviating contraction of circulation on the part of the bank,
on which alone any just objection to the conduct of the Joint stock
banks can be founded? It is not a satisfactory reply to tlis question to say
£ that the diminution of bullion has been met by a diminished amount
of deposits.” If the joint stock banks see, by the published returns,
that the circulation of the bank is maintaiced at its full amount, they

are warranted in concluding that there is no real call for a diminution
of their issues, notwithstanding that some of the depositors in the bank
may have thought proper to draw from it a portion of their funds. In.
deed, the bank is not cntitled to calculate at all upon the long-sightedness

* This is a table of the circulation and the bullion from January 1836
to February 1837.—The reader will find this in the Appendix.

M
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or prudence of the joint stock banks, but ought to rely solely upon the
influence which a steady and continuous course of contraction on her part
must excercise upon the procecdings of her subordinate rivals. This it
is clear she has not done from January 1836 to February 1837, and
therefore she appears to be without any sufficient ground for attributing
the whole or the greater portion of the existing derangement to their
misconduct. If they have done wrong, it appears to have been from
the want of that controlling action on the part of the Bank of England
which she might have exerted and has not.”

One of the most effectual checks upon excessive
issue, possessed by the Bank of England, is to main-
tain a high rate of interest. Had the rate of interest
been advanced in 1834, that measure alone would
have prevented the joint stock banks rediscounting in
London to the extent they did, and have prevented
many of those speculative schemes that were pro-
duced solely by the cheapness of money. If the price
of money, that is, the rate of interest, be low, it proves
that money is abundant, as compared with the de-
mand, how low soever the circulation may appear to be
from the bank books. And on the other hand, if the
market rate of interest be high, it shows that money
is scarce, whatever may be the amount of the out-
standing notes of the bank. - I think the bank should
never charge less upon either loans or discounts than
five per cent. If money was wanted for the purposes
of trade that rate would be readily paid, and if it was
not wanted, the bank ought not to issue. The bank
having the power of making money, or what is equi-
valent to money, ought not to come into competition
with other banks, especially as it is not subject to any
check upon its issues, by daily or weekly exchanges with
other establishments. The issues of the Bank of En-
gland are never known to be in excess, until they have
turned the exchanges, and occasioned a demand for
gold. But then the mischief has been done ; a rapid
contraction subsequently, only increases the distress;
whereas, had this excessive issue never taken place,
there would have been no speculation from an ex-
pansion of the currency, nor any distress from its sub-
sequent contraction.
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6. The Bank of England can control the issues of
the joint stock, as effectually as she can control the
issues of any other banks, in which the public have
equal confidence.

Mr. Palmer intimates that the Bank of England
cannot control the issues of the joint stock banks so
effectively as it could control the issues of the pri-
vate banks. In one respcct thisis true. When the
private banks possessed the circulation of the country,
the Bank of England had only to contract their own
issues to a moderate extent, and some dozen of the
private banks immediately stopped payment. A
general run took place upon the others; prices im-
mediately fell, and the exchanges became favourable.
But now, even when there 1s a general clamour
against joint stock banks; when the Bank of England
rejects all their indorsements; when they are de-
nounced by a parliamentary committee, still they
most provokingly refuse to stop; and the public, so
far from running upon them for payment of their
notes, actually circulate a larger amount. It must,
therefore, be admitted, that the circulation of the
joint stock’banks is, in this respect, less under the
control of the Bank of England than that of the
private banks. But this fact shows the superior confi-
dence placed in joint stock banks; and if the public
placed the same confidence in private banks, they
would be equalin this respect to joint stock banks. For
the Bank of England holds as effective and as prompt
a control over the circulation of the joint stock banks,
as it would have over that of any other banks, in
which the public have equal confidence.

We are informed by Mr. Palmer, that in 1825,
above eighty private banks stopped payment. This
occasioned of course a run for gold upon all the rest;
prices consequently fell, and the exchanges became
favourable. Had the same system existed in 1836,
the same result would probably have followed : or had
the measures adopted by the Bank of England in
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1936, occasioned the stoppage of a proportionate
number of joint stock banks, the exchanges would
have become favourable. DBut is it a matter of regret
that the country has banking institutions that descrve
and cnjoy the confidence of the public?  Are we
seriously advised to adopt a system of insecure
banks, in order that the Bank of England may have
the power of destroying them? And is it likely
that the legislature will be disposed to follow such
advice?

It must be recollected that up to June 1836, the
country bankers had a circulation nearly double that
of the joint stock banks, and there is no certain
evidence to prove that the whole of the increased is-
sues were not made by them. But could it be proved,
that during the early part of last year the joint stock
banks did issuc to excess, that would be no argument
against them, unless it were also proved that this exces-
sive issue arose from the principles of joint stock bank-
ing. To justify the charge against the principles of joint
stock banks, 1t must also be proved, that the private
bankers would not have issued to the same extent.
And how can this be proved? Was not the panic
of 1825 attributed by Lord Liverpool and Mr. Robin-
son “ to the rash spirit of speculation, supported, fos-
tered, and encouraged by the country banks?’ If
then the private banks produced the panic of 1825,
what reason is there to suppose that if they had been
the exclusive issuers in 1836, that their issues would
have been to a less amount than those of the joint
stock banks? But if the panic of 1825, was pro-
duced by causes unconnected with the country cir-
culation, is it not possible that the same causes which
produced a panic in 1825 may have produced another in
18367 And what then becomes of the charge against
the joint stock banks?

7. We may observe, that the difference between the
years 1832 and 1836 may be accounted for without
attaching any blame to the joint stock banks.
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Mr. Palmer inquires why the system which worked
well in 1832, should not work well in 1836 ; and Mr.
Ricardo will supply us with an answer.

“ The consequences of the events of 1825 were of too scrious
o nature to admit of a speedy recovery—a period of calm there-
fore succeeded; and from 1826 to 1828, the bank is found to be
amassing treasurc, which is not a state of things likely to induce
speculation. In 1830, at the period of the French revolution, the
bank had a circulation of notes of £22,500,000, and a reserve of
bullion amounting to £12,000,000. The exchange being above par,
this was a favourable position for a necessary diminution of the cur-
rency, of which that- event was likely to be the forerunner. The
demand for specie which then occurred for exportation, is ascribed by
Mr. Palmer to the derangement between the currencies of this and
other countries produced by the revolution in France: it is more
likely to have arisen from the balance of trade being against this
country, in consequence of the larger investments made, between 1830
and 1832, in the French and Dutel funds by English eapitalists. M.
Palmer states that from 1830 to 1832, the system upon which the
bank acted  adjusted itsclf so satisfactorily ;" but, upon a reference
to the retwrns, it will be found that a very considerable diminution of
the circulation then took place. From August 1830 to January 1832,
there is o decrcase in tlic bullion of about six millions, and also a
decrease in the circulation to the same extent: that no derangement
therefore took place in the currency, on this occasion, is clearly to be
attributed to its gradual reduction, which in this case was allowed by
the bank to be consequent on the exportation of the bullion. At this
period the currency had righted itself, a reaction took place, bullion
began to flow into the bank, and the circulation began to increase.
This increase continued gradually till October, 1833, when the paper
amounted to £19,823,000, and the bullion to £10,905,000. Evident
signs of a redundant currency now began to manifest themselves ;
the exchanges were depressed, and gold disappeared from the coffers
of the bank. From December, 1833, to May, 1835, there is an
increase in the circulation, notwithstanding that the bullion had pro-
gressively diminished to the extent of £3,750,000! If, at this time,
the same course had been adopted by the bank as in 1830 and 1831,
would not the ¢ speculative action” mentioned by Mr. Palmer have
been materially checked ?”

We may further observe, that in 1832 the Bank of
England did not advance the rate of interest, they did
not solicit the government to raise the interest on ex-
chequer bills—there was no wholesale rejection of bills
on American houses—they did not raise an outery
against joint-stock banks—nor had they determined
to reject all bills bearing their indorsement - — hence
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there was no public alarm, and consequently no pres-
sure.

8. Could it be proved that the joint stock banks
were the cause of the speculative spirit that preceded
the pressure, that would not prove that they were
the cause of the pressure itself.

In discussing the causes of the pressure on the mo-
ney market, Mr. Palmer has confined his attention to
the cause of the speculation that preceded the pressure.
Now when Mr. Clay stated, so late as May last, that
there were no stocks on hand, and Mr. Palmer states
that the commercial exchanges have never been un-
favourable, it may be questioned, whether the degree
of speculation has not been considerably overrated :
but, admitting the existence of speculation to the full
extent that has been represented, may it not then
be asked, whether the subsequent pressure was the
necessary consequence of that speculation. That
seasons of excitement should be followed by seasons
of repose is natural enough; but then the change
is always gradual. A sudden change from a high

oint of excitement, to a low point of depression, is
not the natural result of the operations of trade; it is
the sole result of our monetary system; and the
question is, who were the banks, whose safety re-

quired this sudden re-action ?

That this sudden change is not attributable to the
joint stock banks, will be admitted by their oppo-
nents ; in fact, they were accused in the public papers
of pursuing after the pressure had commenced the
same reckless course they did before. It is quite cer-
tain, that their circulation went on increasing; and
equally certain, that a currency perpetually increasing
cannot produce distress.

In what way can the excessive issue of notes pro-
duce a pressure upon the money market? A pressure
means a difficulty of getting money, in consequence
of its scarcity. But how can excess of notes produce
a scarcity ? It is true, that if notes are issued to ex-
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cess, and then suddenly withdrawn, distress may be
Produced. But in this casc, it is not the excessive
issue, but the contraction of the circulation that
produces distress. Excess can never produce distress
without a subsequent contraction. Now the circula-
tion of joint stock banks has never been contracted :
the circulation has got on increasing to the present
time; and in what way a continually increasing cur-
rency can produce a scarcity of money it is not easy
to explain.

“The fall in price,” says Mr. Palmer, “of almost
all the leading articles of raw produce (sugar, coffee,
tea, silk, cotton, piece goods, metals, drugs, &c.) from
the Ist July last, when the rate of interest was first
advanced, has not been less than from twenty to
thirty per cent.”

_Mr. Palmer has intimated here and.clsewhere in
his pamphlet, that this fall of prices was occasioned
by the advance in the rate of interest by the Bank of
England. The Bank of England may contend that
this advance became necessary, in order to check the
spirit of speculation, to depress prices, and thus to
prevent the exportation of gold. But this defence,
would amount to an admission, that the bank had the
power of preventing the speculation altogether, and
would consequently be an abandonment of all the
charges against the joint stock banks. Those charges
are founded upon the assumption, that the joint stock
banks created these speculations, in opposition to the
most strenuous exertions of the Bank of England;
but if the Bank of England could suppress the spe-
culations at their height, could it not have controlled
them in their infancy ?

9. We observe, that the legislative enactments pro-
posed by Mr. Palmer do not seem adapted to prevent
the evil of which he complains.

He proposes first, that parliament shall adopt
‘“ such regulations as may check the unlimited
formation of such institutions hereafter, in places
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where banks already exist, affording every security
and accommodation which the district may require.”
Mr. Palmer makes this recommendation, after having
twice asserted that the joint stock banks have * innu-
merable branches formed in almost every town in the
two kingdoms.” Here we may inquire —In what
new place can joint stock banks be planted? And
secondly, what authority is to decide whether the
existing banks of any district do afford every security
and accommodation which the district may require ?

Mr. Palmer proposes, secondly, « to regulate the
future management of those now in existence, in order
to guard against a recurrence of that excess in the
circulating medium, which on the late occasion
neutralized the influence of the contraction of the
circulation of the Bank of England, and occasioned
a serious, it may be said ruinous pressure upon the
money market.” The only measure Mr. Palmer has
suggested is that at page 39.

¢ 1t is perfectly immaterial whether banks of issue retain their just
proportion of reserves in Bank of England notes or coin, but one or
the other it is submitted that they ought to be compelled to retain
with reference to their liabilities, or to abandon the issue of notes, the
upholding of which, under discredit, becomes a source of difficulty and
danger to the public at large, as well as to the Bank of England. In
the late instance the discredit fortunately extended no farther than
Ireland, but the apprehension of what might ensue in England occa-
sioned a considerable abstraction of bank paper from London by the
issuing banks of the country, which to that extent so far increased the
pressure of contraction—and was the principal cause of the pressure
upon the money market, which is the first head of the present inquiry.
In such times it is not only the contraction of money which constitutes
the evil, but the consequence which invariably ensues of timidity on
the part of bankers generally, to grant their customary accommodation,
and of those situated in the more distant parts of the country accumu-

lating and locking up reserves three or four times greater than they
retain under ordinary circumstances.”

It is not easy to see in what way this regulation
would be a check to over-issue. A bank that had a
large amount of gold, or Bank of England notes in
its vaults, would be not the less disposed to issue its
notes, nor would the public be the less disposed to take
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them. Nor is it easy to see in what way it would
guard against discredit. The property of the banks
would not be increased ; they would merely hold a
larger amount of gold, or Bank of England notes;
and a less amount of exchequer bills or other secu-
rities. As the profits of the banks would be thus
reduced, they would be less worthy of confidence, and
more open to discredit. But it is easy to see in what
way this measure might increase the profits of the
Bank of England :—they would have more notes in
circulation, and the capital thus raised might be in-
vested in government securities that would yield inter-
est. Thus, there would be a transfer of a certain por-
tion of the profits of the private and joint stock banks
to the Bank of England.

The following is a summary of the charges that
have been brought against the joint stock banks.

I. It has been asserted, that the joint stock banks
have issued an excessive amount of their notes.

1. We do not admit the fact, that the country cir-
culation was excessive. We assert, that the increased
amount of notes in circulation, arose from the increased
trade of the country.

2. Admitting the country circulation was excessive,
there is no evidence that the excess arose from the
joint stock banks; it might have arisen chiefly or en-
tirely from increased issues by the private bankers.

3. Admitting even that the joint stock banks issued
to excess, yet as the system of private banking affords
no protection against excessive issue, this excessive
issue is no argument against the system of joint stock
banking.

4. Admitting that the country circulation was ex-
cessive, and that the whole excess was issued by the
joint stock banks, then we contend, that the blame
rests with the Bank of England, who by adopting in
1835 the measures she adopted in 1836, might have
prevented this cxcess.
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II. It has been asserted, that the excessive issues of
the joint stock banks, have rendered the foreign ex-
changes unfavourable.

1. We state, upon the authority of Mr. Horsley
Palmer, that the commercial exchanges have never
been unfavourable, and that the demand for gold
arose from causes wholly unconnected with joint stock
banking.

2. We deny the possibility of the joint stock banks
being able by any excessive issue, to render the
foreign exchanges unfavourable, in opposition to the
controlling power of the Bank of England.

3. Admitting both the facts, that the joint stock
banks have issued to excess, and that this excessive
issue have rendered the exchanges unfavourable, then
we contend that the blame rests not with the joint
stock banks, who arc ready to pay off all their cn-
gagements, but with the Bank of England, in not
providing ample means to meet her own engage-
ments ; the supplying of the foreign demand for gold
being one of the conditions on which she holds her
exclusive privileges.

III. It has been asserted, that the excessive issues
of the joint stock banks, have been the cause of the
recent pressurc.

1. We do not admit the fact of excessive issue;
but admitting the fact, we say, that there is no neces-
sary connection between excessive issue and subse-
quent panic.

2. That the joint stock banks have not been the
immediate cause of the pressure, is evident from the
continued increase of their circulation: a pressure
being always produced either by a contraction of the
currency, or by the destruction of credit ; to neither
of which have the joint stock banks contributed.

3. That the sole necessity for the pressure arose from
the small amount of gold in the Bank of England ;
that had the gold been three times the amount, the
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foreign demand would have been supplied, and the
speculative spirit would have expended itself without
producing any disastrous results; and that the low
amount of gold in the Bank of England, cannot be
charged as a crime upon the joint stock banks.

4. That the pressure upon the money market was
rendered more severe by the clamour raised against
the joint stock banks; by rendering it necessary for
the joint stock and private banks in the country,
to keep larger reserves of cash, and thus diminished
their means of giving accommodation to their cus-
tomers; that for this increased pressure, not the joint
stock banks, but the enemies of joint stock banks, are
answerable.

5. That the joint stock banks have considerably mi-
tigated the pressure: the confidence placed in their
stability, having delivered the public from the re-
currence of a panic similar to 1825.

Secondly. The recent pressure upon the money
market, has been ascribed to the mis-government of
the Bank of England.

The plan upon which the Bank of England pro-
fesses to be governed, was explained by J. Horsley
Palmer, Esq. before the Bank Charter Committee, in
the year 1832, in the following terms :—

“ What is the principle, by which in ordinary times the bank is
guided in the regulation of their issues ? The principle, with reference
to the period of a full currency, and consequently a par of exchange,
by which the bank is guided in the regulation of their issues (excepting
under special circumstances,) is to invest and retain in securities,
bearing interest, a given proportion of the deposits, and the value
received for the notes in circulation, the remainder being held in coin
and bullion; the proportions which seem to be desirable, under existing
circumstances, may be stated at about two-thirds in sccurities and one-
third in bullion; the circulation of the country, so far as the same may
depend upon the bank, being subsequently regulated by the action of
the foreign exchanges.”

The following explanation of this principle was
given by Lord Althorp in the House of Commons.
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“ The principle upon which the bank managed its affairs, had been
correctly stated, and he believed fully approved, namely, to keep
one-third of bullion in proportion to their liabilities, to. allow the public
to act on the currency, and not force it by any astificial means ; to
allow their circulation gradually to diminish, as the exchanges were
against us, and the drain of bullion became great; and when the cx-
changes turned in our favour, and the bullion came back, to let the
circulation gradually extend in proportion.”

Upon this subject, I shall content myself with tran-
scribing the sentiments of other writers. But for the
information of those who are not familiar with the
subject, I may state, that the system of Mr. Horsley
Palmer, as explained before the Bank Charter Com-
mittee, has been understood by diffcrent writers in
three different senses.

First. It has been understood to mean, that the
bank shall at all times, keep a stock of gold equal to
one-third of its liabilities; that is, equal to one-third
the amount of its notes and deposits added together;
and consequently, if any portion of its gold le with-

drawn, the reduction in the amount of the liabilities
~ shall be equal to three times the amount of the gold
withdrawn.

Secondly. It has becn understood to mean, that at
the time of a full currency, the stock of gold shall be
one-third the liabilities, and that if any portion of the
gold be withdrawn, the reduction in the amount of
the notes in circulation alome shall be equal to the
amount of gold withdrawn. This is the sense in
which it appears to have been understood by Lord
Althorp, and this is the principle upon which Colonel
Torrens contends the bank ought to be governed.

Thirdly. It has been understood to mean, that at
the time of a full currency, the stock of gold shall
be equal to one-third of the liabilities; and if any
portion of its gold be withdrawn, the reduction in the
amount of its liabilities, that is, the deposits and notes
together, should be equal to the amount of gold with-
drawn. This is the explanation given by Mr. Palmer
himself, and it is the principle upon which the bank
professes to be governed.
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The object of the writers, who have replied to Mr.
Palmer is, to shew, first, that the principle involved
in the third explanation is erronecous, and that the
bank ought to be regulated by the principle involved
in the second explanation ; and secondly, presuming
the principle in the third explanation to be sound,
they contend, that the bank has not acted uniformly

upon that principle. I quote in the following order,
Mr. Palmer, Mr. Loyd, Colonel Torrens, Mr. Ricardo,
Mr. Bennison, and Mr. Palmer’s reply.

MR. HORSLEY PALMER.

“ The conduct of the Bank of England from the year 1819 to the
present time is before the public.  The events which seemed to have
led to the panic of 1825 were attempted to be explained by the author
of this tract, in evidence given before the committee of the House of
Commons upon the renewal of the bank charter in 1832; when he
further endeavoured to shew that the almost total drain of coin from
the Bank in December 1825, which endangered the credit of that
estabhishment, was occasioned solely by the discredit of private paper-
money, particularly of that part below the denomination of five pounds.
It was also shewn in that evidence that the policy pursued by the bank
subsequent to the withdrawal of the one pound and two pound notes
in England and Wales, had been to maintain their securities as nearly
as possible at a fixed amount, and to allow the contraction of the
currency, effected by the return of bank notes for bullion, gradually to
proceed until the value of the paper-money remaining in circulation
was so far increased as to occasion the return of that specie to the
bank which might have been exported, and thus to replace the cur-
rency upon a level with that of other countries. That system had
appeared to work satisfactorily and without any forced action on the
part of the bank in contracting its circulation. It was tried upon the
change of government in France in July, 1830, when credit throughout
that kingdom was shaken to its foundation. At that period the Bank
of England was possessed of about twelve millions of bullion. Im-
mediately upon the events referred to taking place, the currency of
England exhibited an excess compared with that of France and other
parts of Europe. The consequence of that derangement between the
currencies of this and other countries was a continued diminution of
the bullion held by the bank from July, 1830, to February or March,
1832, when the increased value of money in England and the gradual
restoration of credit upon the Continent gave a favourable turn to the
foreign exchanges ; which continued in our favour till the autumn of
1833, at which time the bullion in deposit at the bank amounted to
nearly eleven millions. At this period an exportation of the precious
metals again commenced, from causes that will hereafter be explained,
as well as the reason why that system which happened to adjust itself
so satisfactorily from 1830 to 1832 failed from 1833 to 13836; for
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although during the former period the bullion in the bank was dimi-
nished from twelve millions to five millions, yet in the progress of this
reduction, as there was no cxcitement, and no undue credit given by
the banks in the interior of the country, the interest of money gradu-
ally rose from 24 to 4 per cent. per annum for first-rate commercial
paper; and then, without discredit or distrust of any kind, the bullion
returned into the coffers of the bank, and money nearly resumed its
former value, the rate of interest having gradually fallen from 4 to 2§
per cent. in July, 1833. ) )

« Adverting to the excess of the country issues, and looking to the
race running with increased violence in Ireland as well as England,
the bank was fully justified in attempting to arrest the evil which
might attend a continuance of the export of bullion from the redun-
dancy of money, by making an advance in the rate of interest in
London and at the branch banks. In fact, the only question about
which there can be any real difficulty is, whether she ought not to have
taken this step somewhat earlier. To have actedz ho_wever,. in antici-
pation of events likely to occur, would have been in direct violation of
that principle upon which the bank professed to be guided, and which
parliament had tacitly sanctioned, It would morcover have esta-
blished a precedent and imposed future responsibilities upon the di-
rectors, which it is questionable whether they should ever incur, ecither
upon their own account or that of the public. The bank acted
precisely as any board of commissioners empowered solely to issue
notes for bullion would have done, and can in no way be chargeable
with the conscquences. ]

“ With reference to the past action of the bank there is no reason
to doubt that the value of the currency would have been maintained
without occasioning any severe pressure upon the money market had
the countervailing issues by other bodies not_occurred ; still 1f- th‘ere
exist any well-founded reasons for supposing that the principle
explained in the evidence of 1832, and acted upon by the bank, is not
sound—or that the proportion of one-third of bullion with reference
to the liabilities of the bank at the period of a full currency be not
sufficient, it merely remains for parliament to express an opinion upon
cither of those pomts, and there can be no question but that the bank
will immediately regulate its course accordingly. The principle
referred to was never intended to apply under any extraordinary
events that might arise. In such times it would become the duty of
the bank to reduce their securities without delay, and thus to increase
the relative proportion of bullion to their liabilitics prior to the com-
mencement of & demand, which in such altered state of circumstances
might be expected to occur.”

MR. SAMUEL JONES LOYD.

“ The legislature, in ordeiing the publication of the accounts of the
bank, had two objects in view : first, to enable the public to exercise
some judgment upon the general course pursued by the bank directors,
and thus to place their procecdings to a certain extent under the control
of public opinion; and, secondly, by furnishing the public with a
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knowledge of the fluctuations which were taking place in the amount
of bank notes in circulation or of specic in deposit, to cnable them to
foresce approaching pressurc, and by timely precautions to diminish
the intensity of its action and to mitigate its effects. Now, from the
accounts as published, it appears that the bank has deviated from all
the rules by which it professes to be guided, and which a regard to
sound principle requires it to adhere to. = By these accounts it appears
that the amount of sccurities, so far from being kept at a fixed point,
has fluctuated largely ; it also appears that the circulation has in some
instances increased whilst the specie has been diminishing ; and from
the same accounts it will be very difficult to make out that steady and
continual contraction of the circulation month by month during the
diminution of specie in store, upon which alone any plausible ground
of censure upon the proceedings of the joint stock banks can be
founded. But we are told in a pamphlet, explanatory of the action of
the bank, and written by one of the most influential of the directors
of that establishment, that, upon the data furnished by the accounts as
published, no safe conclusions can be founded ; that other explanatory
circumstances and considerations, not officially laid before the public,
must be taken into the account; and that, when due allowance has
been made for these, conclusions will arise not only differing from, but
diametrically the reverse of those to which every person must come
upon the inspection merely of the published accounts.

¢ The principle upon which the bank professes to be guided in the
regulation of the currency, is this; to meet its outstanding labilities
consisting of circulation and deposits, it holds at its disposal securities
and specie ; and its principle of action is, to keep the amount of its
securities fixed, and to leave any variation in the amount of ecirculation
and deposits to be balanced by a corresponding variation in the amount
of specie. This principal was set forth by the bank directors in their
evidence before the parliamentary committee previous to the last re-
newal of the charter, and was recommended prineipally upon the ground
that the effect of it would be to render the bank a passive agent, and
that all variations in the amount of specic would thus become the
result not of any direct action on the part of the bank, but solely on
that of the public. If they demanded specie, it could be obtained
only by paying in notes or diminishing deposits; and if, on the other
Land, the specie was increased, there must at the same time be a
corresponding increase in the amount of circulation or deposits.
Under this view of its probable action, the principle above stated met
with a degree of acquiescence which & more close examination of the
subject will hardly warrant.

¢ The bank, it must be observed, acts in two capacitics ; as a ma-
nager of the circulation, and as a body performing the ordinary func-
tions of a banking concern. The duties of these two characters
though very often united in the same party, are in themselves per-
fectly distinct. In the principle laid down by the bank for its own
guidance, the separate and distinct nature of these two characters has
not been sufficiently attended to. The rules applicable to its conduct
as a manager of the currency arc mixed with the rules applicable to
its conduct as a simple banker, and the rule or principle under discus-



176 THE HISTORY OF

sion is the result of this mixture. As a manager of the currency it is
undoubtedly a sound rule by which to guide itself, that against the
amount of notes out it shall hold at its disposal securities and specie ;
that the amount of securitics shall be invariable, and that consequently
all fluctuations in the amount of notes out shall be met by a corre-
sponding fluctuation in the amount of specie in deposit ; thus the public
and not the bank will be made the regulators of thc amount of the
circulation, and that amount will by this principle be made to fluctuate
precisely as it would have fluctuated had the currency been purely
metallic.

“ For the regulation of the conduct of the bank as a manager of the
currency, this rule is perfectly unobjectionable, and rests indeed upon
the soundest principles.

“But when the same rule is further applied to the regulation of its
conduct as a banking concern, it is necessarily found to be wholly im-
practicable, It is in the nature of banking business that the amount
of its deposits should vary with a variety of circumstances; and as its
amount of deposits varies, the amount of that in which those deposits
are invested (viz. the securities) must vary also. It is therefore quite
absurd to talk of the bank, in its character of a banking concern,
keeping the amount of its securities invariable. The reverse must
necessarily be the case.

“ The rule is, ¢ that the securities being kept equal, any diminution
in the amount of specie may be met by a corresponding decrease in the
aggregate amount of circulation and deposits.” The possible conse-
quence is, that a large diminution of specie may take place, and be met
not by a corresponding decrease of circulation, but solely by a decrease
of deposits. Thus a heavy drain upon the treasure of the bank might
take place under this rule without any contraction of the currency by
which that drain is to be checked or the bank to be protected.

« If these views be correct, it follows that the rule now adopted by
the bank is incorrect, and cannot be safely relied upon in the manage-
ment of the currency. The rule ought to be, that the variations in
the amount of circulation shall correspond to the variations in the
amount of bullion, and the adherence of the bank to tlis rule ought
to be obvious upon the face of the published accounts. By this means,
and by this means only, can we obtain * a paper circulation varying in
amount exactly as the circulation would have varied had it been
metallic;” and in addition to the establishment of this only sound
principle of currency, we shall obtain o simple and intelligible account,
requiring no further explanations nor the production of any information
not at the command of the public, to enable them to come to a correct
understanding of it.”

COLONEL TORRENS.

« Tt is universally admitted by persons acquainted with monetary
science, that paper-money should be so regulated as to keep the me-
dium of exchange, of which it may form a part, in the same state, with
respect to amount and to value, in which the medium of exclange
would exist, were the circulating portion of it purely metallic. Now
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it is self-cvident, that if the circulating currency were purely me-
tallic, an adverse exchange, causing an exportation of the metals
to any given amount, would occasion a contraction of the circu-
lating currency to the same amount; and that a favourable ex-
change, causing an importation of the metals to any given amount,
would cause an expansion of the circulating currency to the same
amount. Thercfore, when the directors of the Bank of Encland
allow, not their circulation, but their deposits, to contract and excpand
under the influence of the foreign exchanges, they depart from the
only sound principle upon which paper money can be regulated. If
the circulating currency of the metropolis consisted of gold, an
adverse exchange, causing an exportation of gold to the amount of
£1,000,000 would withdraw from circulation one million of sovereigns;
and therefore, as the circulating currency of the metropolis consists of
Bank of England notes, an adverse exchange, causing one million in
bullion to be withdrawn from the bank, would require to have
£1,000,000 of bauk notes withdrawn from circulation. As often as
an adverse exchange abstracts any given amount of treasure from the
bank, without a withdrawal to the same amount of Bank of England
notes from cireulation, so often do the directors of the Bank of
England exhibit a practical proof of their incompetency to perform
the important fusction of regulating our monctary system. To say
that their rule is to kecep their securities even, and to allow the
exchanges to act upon their whole labilities, is not a defence, it is an
admission that they do not understand their business.

“ When an excessive issue of bank paper has rendered our currency
redundant, in relation to foreign currencies, the exchanges turn against
us, and gold is demanded for exportation; and when, at the same
time, the bank dircctors, disregarding the only sound principle upon
which a paper circulation can be regulated, do not draw in their notes,
as their treasure is withdrawn, the drain upon their coffers is con-
tinued until the bank is in danger of stopping payment. To avert this
danger, the bank ditectors resort to a late and violent action on the
circulation ; they disregard the rule of keeping their securities even ;
they raise the rate of interest; they refuse bills of unquestionalle
character; they scll exchequer bills; and thus create alarm and
distrust, until that eredit currency, by means of which the far greater
number of our commercial transactions are cffected, begins to give
way. The directors now find that danger approaches from another
quarter. The banks throughout the kingdom, whether of deposit or of
issue, feel more or less of pressure, and become desiious of contracting
their liabilitics, and of increasing their reserve of cash ; in proportio?x
as confidence is shaken, gold is preferred to paper, and sovercigns are
held rather than the notes of the Dank of England; and a domestic
drain, more sudden and more serious than the foreign, threatens to
exhaust its coffers.

¢ These are the only circumstances under which it can be necessary
that the bank should excreise its vaunted function of sustaining com-
mercial credit.  'When the dircetors have negleeted to any considerable
extent, to draw in their notes as an adverse cxchange draws out ther

N
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gold, their establishment becomes exposed to two opposite dengers ;
and they cannot avoid the one, without approaching the other. 11
they do not contract their issues, their treasure may be exhausted by
the continual action of the forcign exchange; and if they do not
increase their issues, their coffers may be emptied by the immediate
action of a domestic panic. Of the two dangers, that of having their
coffers empticd by domestic panie, is the most scerious and the most
pressing ; and thercfore, in an emergency, having only a choice of
cvils, the bank directors are justified in disregarding the principle of
regulating their issues by the foreign exclhianges, and in making such
advauces as may be nccessary to restore commercial credit.  But does
the necessity under which the bank dircctors are occasionally placed,
of resorting to extraordinary measures for the purpose of mitigating a
pressing mischicf, afford a justification of the previons deviations from
principle by which that mischief was ercated?  Could a surgeon, who
had wounded an artery, instcad of having opened a vein, vindicate his
professional reputation, by showing that he had secured the blood-
vessel before liis patient Lled to death? Could an mcendiary escape
condemnation, by proving that he had laboured at the engine by which
the conflagration which e had kindled was at length subdued ?

“ When, in 1826, the bank directors restored commercial credit, by
making extensive issues, regardless of the state M the foreign ex-
changes, their conduct received, as it deserved, the highest praisc;
but this conduct, however praiseworthy in itself, cannot e referred
to, in justification of the previous mismanagement of the circulation of
the Bank of England, by which the frightful panic of 1826 was
occasioned. In like manner, though the conduct of the present
directors, in making liberal advances upon mercantile sceurities, and in
affording assistance to the provinecial banks, without waiting for an
influx of the precious metals, is laudable and wise, yet this conduct,
however calculated to avert a morc serious crisis, cannot remove the
responsibility they have incwrred by that carlier departure from prin-
ciple, which has led to the mitigated panic of the present year. The
only disturbances in the money market, which the directors of the
Bank of England have any power to correct, are thosc which their
own mismanagement of the currency creates. If they could be
prevailed upon to attend with strictness to their essential duty, of
regulating their issues by the courge of the forcign exchanges, they
would never be called upon to perform the superfluons duty, of
watching over and supporting commercial eredit.  When they ccase to
inflict disease, they will no longer be required to administer remedics.”

MR. SAMSON RICARDO.

“Tt isa curious fact that, from 1831 to 1836, there is no one period,
except for four or five months in 1833, in which this proportion of
one-third and two-thirds has been preserved, and it must then indeed
have been a very full currency, for it was speedily followed by a con-
tinued reduction of the bullion. There is no case, even during these
four months, where the bullion, except to a very trifling amount, has
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ever exceeded one-third, so that the bank has never been in a position
to increase its issues agreeably to its own rule.

“The great error of the bank has been to confound the deposits
and the circulation, whereas they are totally different in their character.
A demand for gold for exportation should be allowed to act on the
currency only in order to correct its excess; a withdrawal of deposits
should be met by = realization of sccuritics—it is the neelect of this
principle that has occasioned much of the mischicf which hLas occurred.
When tle rate of interest is low, that portion of the deposits which
belongs to private individuals is generally larger; that which consists
of monied capital waiting for employment, is likely to be the first
withdrawn upon a rise in the rate of interest, the usual consequence
of high prices, and the exportation of the precious metals.

“1If a sum of gold be taken from the coffers of the bank to be sent
abroad, and this same amount be withdrawn from the bank notes in
circulation, prices will be affected and the equilibrium restored ; but if
it be taken from the deposits, it can in no manner possibly relieve the
currency—the gold will have disappeared, and the effect of its abstrac-
tion be neutralized. In this part of the subject it has been necessary
to re-state some of the facts and reiterate some of the arguments so
ably adduced by Colonel Torrens in the pamphlet before alluded to,

the correctness of which has in no way been disproved in Mr. Palmer's
work.”

MR. BENNISON.

¢ The system of classing together their circulation and deposits as
liabilities, and likewise classing together securities and bullion as
assets, resting satisfied that all 1s going right, when the reduction in
their liabilities is equal in amount to the reduction in their assets may
easily lead to lamentable consequences, whilst they adhere to the plan
of keeping up their sceurities to a given amount, whether their deposits
be increased or diminished, and whether there be a drain for bullion
procecding from ordinary or extraordinary circumstances.

) To make
my argument more clear, I will suppose a casc.

The bank affairs may

stand thus :—
Circuh.a.tion - £19,000,000 | Seccurities - £24,000,000
Deposits - 13,000,000 Bullion - 10,000,000

32,000,000 34,000,000
“ The exchanges arc exactly balanced ; there is neither importation
nor exportation of bullion, and the circulation is adequate but not
redundant. Now suppose the government or individuals draw out
deposits to the amount of three millions, the bank will be quite casy,

because they have not increased their liabilitics: but the account will
then stand thus.

Circu]qtion - £22,000,000 Sccurities - £24,000,000
Deposits - 10,000,000 Bullion - 10,000,000

32,000,000 34,000,000



180 THE HISTORY OF

“But this operation has disturbed the balance of the money-market;
the circulation of twenty-two millions is redundant, as will soon be
proved by the exportation of bullion to the amount of excess, and the
return of notes to the bank in payment for it : the account will then
stand :—

Circulation - £19,000,000 Securities - £24,000,000

Deposits - 10,000,000 Bullion - 7,000,000
29,000,000 31,000,000

Thus they cancel the notes paid in for bullion, and reduce the circula-
tion and liabilities in the same proportion as the assets have been
reduced, which is quite satisfactory to the bank managers, although
they have lost three millions of their bullion, and are liable to lose all
the remainder by a similar process, without perceiving any derange-
ment in the relative proportions of labilities and assets.

« It is evident, after this process has gone on to some extent, they
must take the alarm, and endeavour to retrieve themselves by desperate
and violent means, before they come to actual stoppage; and this is
the grand evil and cause of our dangerous checks and panics in the
midst of the greatest prosperity.

« Let us now examine what the bank ought to do under the cireum-
stances stated above. Like all other banking establishments, when
deposits arc paid in, she ought to employ them on good sceurities;
(bills of exchange or exchequer bills in preference to all others ;) and
on the contrary, so fast as notes arc withdrawn Dby depositors, she
ought to realize her securities to bring back the notes abstracted ; thus
keeping the amount of sccurities always fluctuating in like proportion
with the amount of deposits.

Tt is evident this plan would effectually guard against any excess
or diminution of the circulation by her deposit business. Now for the
circulation business :-—We have supposed in the preceding statement,
that £19,000,000 is a fair circulation, neither redundant nor deficient,
consequently things will remain at rest; but if circumstances alter,
and the nineteen millions of circulation should then be redundant, an
exportation of bullion would commence, and notes would flow into the
bank in exchange for her gold. By cancelling all notes sent in for
bullion, the excessive circulation would soon be corrected ; and as the
evil could not be prolonged by again drawing the notes into circulation
through deposit accounts, all further mischief would be stopped.”

MR PALMER'S REPLY.

“ The objection to such an action on the part of the bank, so long
as it is the depositary of the surplus or unemployed money of the
capital, seems to be tlis :—7The value of money in London affects the
value throughout the country, and any measure which might tend
unduly to reduce the rate of intercst would so far be prejudicial, by
increasing the oscillations in the money market. If the bank were
continually throwing back upon the public the surplus money deposited
by the bankers of London and others in times of influx of bullion,
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such conduct would, it js submitted, unduly lower the rate of interest :
whereas, under the course hitherto pursucd, such deposits bein .
_conmdgrcd purely as part of the circulation of notes, and held as Sll(:]gl
in bullion, no disturbance arises, and the curreney is left frecly to find
its level with reference to that of other countries. It is admitted that
a change in the number or character of the customers accounts
tending to a permanent alteration of the amount of the deposits’
woulc.l neeessarily occasion a corresponding change in the amount o;'
sccurities, but so long as the former continue unchanged in character.
there docs not appear any necessity for varying the latter if there be
onc-third of their amount retained in bullion prior to the com-
mencement of the drain. If Mr. Loyd’s notion were adopted of
forming two bodies—one for issuing notes, and the other for managing
the gencral banking business, the Bank of England would be “not
unlikely to become a great joint stock bank. The advantages expected
h‘O‘l':l thé separation scem to be °

mcmi]si!(::.. That the circulation would fluctuate exactly as if purcly

“ 2nd. That the knowledge on the part of the public of the fluc-
tuation of the amount of paper money would induce all parties to
govern themselves accordingly.

“ That the first advantage would be obtained may be conceded.
Respcctmg. the second, it is belicved that nincty-nine persons out of a
h‘undred will pay no attention to the information thus afforded them.
The true gude for the public at present is the fluctuation in the
stock of bullion held Dy the bank, and if attentior be not paid to
that, we may be assured that all other statements will be useless. If
thercfore the present joint action can be maintained under proper
management, and the fluctuations of bullion be made known, it is
questionable whether any advantage will be obtained by the cfmnge
proposed by Mr, Loyd. Upon that point, however, the writcr begs to
be naderstood as offering no decided opinion. °

* The opinion thus expressed is intended to apply to the working
of the hank in its joint character under ordinary circumstances. The
real difficulty of conveying accurate information as to the issues under
the existing form of publication in the Gazette is correctly stated by
Mr. Loyd, and was represented to the government at the time of its
being determined upon, while it was at the same time maintained, that
there was no accurate conclusion to be drawn by the public, except
f1'9111 the Increase or decrease of the stock of bullion: to a publication
of that simple naturc the government objected, and finally resolved
upon adopting the plan now acted on with all its admitted defects
For these therefore the bank is not blameable.” )

Thirdly. The recent pressure on the money market
has been ascribed to the transactions between the
government and the bank respecting the West India
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loan in the year 1835. This sentiment is advanced
by Mr. Salomons.

« A better founded cause for the derangement of the currency than
the issues of the joint stock banks may be shewn to be the transaction
between the government, the public, and the Bank of England, con-
nected with the West India loan.  This measure, which required very
skilful treatment, was managed with a most reckless haste. At first,
the bank scemed determined not to interfere, but, cither not proof
ngainst the solicitations of the government, or Laving unfortunately
listened to evil advisers, they permitted themselves to lend moncy on
all descriptions of securitics, and thus themselves gave the impulse to
those speculations of which they and the public are now the victims.
Joint stock banks were multiplied all over the country ; rail-road and
other schemes covered the land ; the means for setting these_projects
on foot, in many cases, came from the proceeds of the West India
loan, and although it was not yet assigned to the various claimants, the
funds paid in for that loan on account of the government, were poared
out in masses from the coffers of the Bank of England, who advanced
money to all applicants, both on the deposit of that loan and all other
government securitics. Whether the government stimulated the bank
to act thus, I do not inquire; my business is with the facts of the
case, and with these I must deal. ]

« Believing, as I do, that the first impulse to speculation came from
London, and not from the country, I am inclined to assert, that if the
joint stock banks had not been in existence throughout the country,
and by the instrumentality of the sharcholders dispersed in all di-
rections, who were both individually and collectively interested in the
support of public and private credit, we should have had as severe a
bank and commercial crisis in 1836 as we had in 1825, and in both
instances produced by excessive speculations fostered by the im-
provident conduct of the Bank of England.”

It may be objected, that the amount of Bank of En-
land notes in circulation in 1835 was not greater than
that of 1834. Mr. Salomons anticipates this objection,
and contends, that an alteration in the channels of
the circulation would have as great an effect in stimu-
lating speculation as an increase in the amount. This
is a very important principle, and one that had not pre-
viously been urged upon public attention.

« The writer of these observations, impressed with the parallel that
exists between the period of 1825 and 1836, is inclined to attribute
the difficulties of both periods to the same causes, viz. the derangement
of the currency caused by the assistance given by the bank to the
government in order to cnable them more easily to carry into effect

financial measures. At the former period they aided the government
to pay off the four per cents., and at the latter they advanced money
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on the West India loan, and on other government securitics.  Although
it may be asserted that no great permancnt addition to the circulation
took place since the bank did contrive to keep its securitics even, yet
the ordinary channels of the circulation being changed, a derangement
of the currency must be produced ; and the consequences that have
followed the interference of the bank on scveral oceasions, might be
quoted to prove the correctness of these remarks, were not the facts
themselves sutticiently obvious.

¢ It concerns the public as much that the channels through which the
circulation is supplied, should not be suddenly and frequently changed,
as that its amount should not be frequently and hastily augmented.
Let us suppese the Bank of Engiand suddenly to change the channels
through which its notes circulate, and instead of a definite part of its
issuc representing an advance in the ordinary course of public busi-
ness, as the fountain from which the circulation of the country is
supplied, the bank should change the nature of its investments by
issuing a similar amount upon government stock : although the sceuri-
tics may remain even, yet the change of them must have an immediate
cffect on the cireulation of the country, by supplying in masses to a
more active class of persons, that money which was formerly distributed
throughout the commnunity, and performing the dutics of a nccessary
and healthy circulation.

“If the Bank of Kngland, as the chief circulator of paper, were to
augment its issucs to any great cxtent in the country, through their
branches, .and were to diniinish, in the same proportion, their circulation
in London; although the total amount of circulation would be the
same, and the amount of securities representing that circulation, and
held by the bank, be also the same ; would not the effect be, at least
for a time, to make woney plentiful in the country and scarce in
London ?

“If we suppose the converse proposition, money would become
scarce in the country, and plentiful in London.

*“ An operation, producing equally important results, may be carried
oa in London itself, without any great variation either in the amount
of nomunal circulation, or in the amount of securities. For let us
suppose that an agrecment be mrde with the government, in reference
to some pending loan-transaction, that the bank shall cither lend or
issuc on some particular class of securitics, a part of its circulation,
which would otherwise be employed in the ordinary course of their
transactions. Would not that also, ¢ pro tanto,” have its effect upon
the price of moncy, by changing the channel through which the cir-
culation of the bank flows for the supply of public wants?

“ It then appears evident that the publie arc interested, as much
in preventing the changes which affect the channel as those which
affect the quantity. Whencver the bank lends money to the govern-
ment out of the usual course, it affects the channel of the circulation.
The assistance afforded by the bank in the West India loan, must have
affected the chanmels of the circulation as well as the quautity. As
regards the quantity, perhaps the bank may have been caabled, after
a time, to reduce the quantity so as to keep their sceurities and the
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circulation to their ordinary level. Bx_llt the :):{.d (fﬁ'ects resulting from
i ¢l are not so easily remedied.
: c‘l‘l a’i‘lﬁg ;I:e;};es Cf};lf;lh the misclief of the last year, were al)unglla}ntly
supplied by the advances of the Bank of E‘ngland to the public o:;
account of the West India loan in 1835. hese advances nl\c_r(;m:}el
the circulation as well as directedl it nl{:od‘ntcw Schzmnels, and lai e
i tarc difficulty and distress. '

fm’t?(}:ui(smtlftfl‘sTl‘ele:cxlrll;uprovcd, that };:lthough on athree'r{lont}').s1 1ve1;11);%cl:;
the bank may get both its circulation and its securltxes‘l\nt 111(1le heir
ordinary limits, its account with the public is not so castl y r{]‘ﬂ?mercls)t;
for large sums of money issued in masses, cheapen :1110 ra :i] o interes|
alter the price of commodities, and give the grand impulse y
kind of speculation.”

Fourthly. The recent ¢ pressure” has been ascribed
“ to the exportation of bullion required by the pay-
ments on foreign loans and the purchases of foreign

"
stock.
MR, HORSLEY PALMER,

« speculative action here alluded to, and pertaining to the
prcseflltlein;uiry, originated in the loans to Don Pedro upon {ns ﬁrs3
attempt to rccover the throne of Portugal. The money ac valncc
effected the overthrow of Don Miguel, and upon that overt ﬁ'ow
followed the speculative mania in the foreign stock market. ore
loans were contracted in aid of Donna Maria, and proyxded the con-
tractors could only secure their agency and commission, the public
were left to take care of themsclves. The rage for speculation being
further cxcited by the popular idea of overthrowing absolutism and
establishing liberal governments throughout the Peninsula, Spain came
in for her share of the plunder obtained through English credulity.
These loans were going forward from July, 1833, untll.towards {;he
end of 1834, when the profit realized upon the daily extending
engagements in the foreign stock market engendered a further spirit
of speculation in almost every kind of previously neglected South
Americen, Spanish, and Portuguese bonds, causing an enormous
advance in all, and in some nearly 100 per cent. In short, until the
spring of 1835 hardly a packet arrived from the Continent which did
not come loaded with every sort of foreign sccurities for realization
upon our foreign stock exchange. During that period, and through
the means here referred to, the bullion and coin held by the bank in
Qctober, 1833, was reduced by the sum of (£‘5.100,000, effected by
£2,900,000 silver sold, and £3,200,000 sovereigns exported. It may
perhaps be maintained that the sale of silver by the bank was the
means of preventing a further export of gold than otherwise would
have taken place, and that there is no Proof of the export of bullion
having been occasioned by the operations upon the foreign stock
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market. Inreply it may be stated, that not only the demand for the
silver and export of the sovereigns originated and continued during
the mania alluded to, but further, that that demand ceased the moment
the reaction took place in May, 1835, when a panic seized the dealers
in foreign securitics, causing their prices to fall with far greater
rapidity than they had risen.

*“ In the progress of the contraction, which ensued upon the dimi-
nution of the bullion held by the bank, the market rate of interest
gradually advanced for first-rate commercial paper from 24 to 34 per
cent. *per aanum, which may be quoted as having been its value in
May, 1835; at that time there was no material increase in the paper
money circulation of the interior, conscquently, immediately upon the
discredit taking place, the export of gold ccased and the foreign ex-
changes further advanced, bringing back the major part of the gold
which had been exported in the preceding eighteen months, thereby
clearly shewing that the currency was not redundant.”

MR, RICARDO.

“ Foreign stock is a commodity, the dealings in which with other
countries opcrate precisely in the same manner as would the dealings
in any other article of commerce. Whether the stock imported be
for investment or speculation, the effect on the currency will be
precisely the same. If, at any one period, a larger portion of these
securitics be purchased in the markets abroad than can be paid for in
commodities, the balance will be sent in bullion; but this would also
be the case if the excess were cotton, or silk, or wool. The only
difference is, that foreign stocks are transmitted and paid for more
promptly ; and with an exchange apparently not unfavourable, it may
not be practicable to obtain bills, without creating a depression which
renders it equally advantageous to export the precious metals.
also happen that, in the engagements attendant on a foreign loan,
when payments are fixed at certain periods, shipments of bullion may
be made to particular places upon which bills cannot be obtained,
without the exchanges being generally below par ; but this cannot be
carried to any considerable extent, (it certainly has not occurred since
1825,) and in most cases the bullion will come back through other
channels.

« The “speculative action,” which is animadverted upon by Mr.
Palmer, is rather the effect than the cause of a derangement in the
currency, which derangement is likcly to have been first oceasioned by
a redundant circalation of the Bank of England. When money 18
abundant, the ratc of interest low, and the prices of English securities
high, a disposition to speculate uniformly srises, and this will expend
itsclf on any objects which may present themselves. In 1824 and
1825, it took an extensive range: numerous were the foreign loans
and foreign undertakings entered into, and to these were added a
varicty of internal enterprises ; hence the wide-spread ruin occasioned
by the bursting of all those schemes, in consequence of the sudden
contraction of the currency towards the end of 1825. The mischief

It may
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was greater than it ever has been sinee ; and at that period, there
were no joint stock banks upon whose shoulders to lay the blame.

“ At the beginning of 1834, money became very abundant, u.’ml the
price of the English funds improving, the « speculative action” again
exhibited itsclf. Attention was chiefly attracted, in the absence of
other schemes, towards Portuguese and Spanish sceurities ; in addition
to these, a large amount of Dutch stock was imported; and the
extent to which these operations were carried, brought about the evils
of May, 1835, the mischicf of which was cntirely confined to the
stock market. .

“ In 1836, the “ speculative action” arising out of the Jow rate of
interest once more raised its licad ; but in this instance it vented itself
in railways and joint stock banks. These undertakings have already
experienced a very severe check : the ultimate result remains to be
scen.

“If the artificial abundance of money, which gave rise to the
various “ speculative actions” above alluded to, can be traced to have
arisen out of the mismanagement of the circulation by the Bank of
England, then will the blame sought to be attached to others fall
more justly on the directors of that establishment.

“ To subject every transaction in foreign stocks to a stamp duty,
must be very difficult, if not impracticable. A tax of this kind on
bonds that pass from hand to hand, would be so casily evaded, that it
is not likely the legislature would impose it. With regard to rendering
time bargains illegal, the example of this law applicd to the English
funds shows that such a law is not effectual in cheeking speculation.”

MR. SALOMONS.,

“ To attempt to limit the freedom of trade, Ly interfering with the
unrestricted transfer of foreign funds, seems to me most imprudent;
and, notwithstanding the opinion of Mr. Horsley Palmer, whose senti-
ments are entitled to very great attention, I have no hesitation in
saying, that he is quite mistaken in his views regarding the effect which
the foreign stock transactions have on the country. I will not go into
the question of the policy either of the introduction of foreign stock
into England, or of the investments that may have been made in them,
but I will venture to assert, and I speak advisedly, that the country has
gained enormously by the investments, that have up to the prescnt
time been made, in the debts of the various solvent Europcan go-
vernments; nay, I go still further, and assert that their transmission
has on the whole been favourable to commerce, that they have tended
to regulate the exchanges, instcad of having had an injurious effcet on
them; and many most important payments could not have been made,
without the powerful assistance derived from the export of forcign
stock, as the most ready means of payment. It will be, indeed, diffi-
cult to shew how such descriptions of foreign funds, for which a ready
market cxists on the Continent as well as in London, could at all
injuriously affect the cxchanges. Such funds are, in trath, a universal
curreney, and payments cither at home or ubroad, can be made, by their
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transmission, and the balance of trade as readily adjusted, as by an
import or export of the precious metals.

1t should be anticipated, that whenever the interest of mone
becomes reduced to a low rate in this country, some individuals will
then look to foreign funds, as 2 mode of investment paying a higher
ratc of interest than can be obtained at home; and an export of bul-
lion may in consequence take place to pay for such foreign funds. But
after all, this ought to be regarded only a symptom of an overflowing
currency, and should also exhibit an excess of bullion in the coffers
of the Bank of England. Whenever an opposite state of things
ariscs, and money becomes more valuable in this country than abroad,
an export of foreign funds usually takes place, and essentially contri-
butes to set the exchanges right.

How were the large 1mportations of corn in the years 1829 and 1830
paid for, except by the means provided by the export of foreign funds?
During those years the sales of French stock by English holders
amounted to a most enormous sum. The unfortunate events that
preceded the change of government in France were in progress; they
had, however, no bad effect upon the price of the public funds of the
European States. Whether the English holders of French Stock
were alarmed at the pertinacity of the Polignac administration, or
whether they were contented with the great advance in the price of
the French funds, which in those years had attained their maximum,
sales of securities were made to an extensive amount; and notwith-
standing the very large importation of corn which took place at that
period, it seems by the high rates of exchange which were then
current, that the proceeds of those sales paid for the importation of
corn, and also increased the bullion in the coffers of the Bank of En-
gland. I may also say with confidence that during the whole of the
year 1836, the amount of ecxport of foreign European funds, and
remittances to this country for the dividends due on them, greatly
exceeded the import of such securities, and thus assisted the exchanges
at a most important and eventful period.”

Fifthly. The pressure has been ascribed to * the
recent demand for gold for the United States, arising
out of the operations adopted relative to the currency
of that country.”

MR. PALMER.

¢ The reduction which took place in the bullion of the bank from
April to September last is that to which it is now necessary to advert.
The diminution amounted to £2,600,000, and was effected in the
following manner :—

£200,000 amount of Silver sold.
100,000 ,  Gold do.
2,300,000 ” Sovercigns supposed to have been cx-
ported to America.
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“Tn order to explain the cause and origin of the American demand,
it may be proper to advert to the proccedings in Anmerica for the two
precedi g years. Theavowed hostility of the President, Jackson, to the
renewal of the Charter of the Bank of the United 'States terminated,
after a violent struggle, in compelling that institution to prepare for
closing all its transactions in 1836, and for repaying that portion of its
capital that belonged to government. In order, however, to increase
the embarrassment of the Lank, measurcs were taken fqr removing
from its custody the deposits of public money, and for placing them in
the hands of various States’ banks, under condition that they should l.)e
prepared to pay a given portion of all demands upon them in gold coin.
To facilitate this object, Congress passed alaw reducing the quantity of
fine gold in the Eagle, the equivalent of ten dollars, from 246 to 232
grains. This depreciation of the American gold coin had the effect of
raising the current value of the English sovereign from 4.44 dollars
to 4.874, or 8} per cent. above its previous current value. Simulta-
neously with and in aid of these measures several of the States were
persuaded to prohibit the circulation of notes of less amount than five
dollars. In taking these measures it was an avowed object on the part
of the President to endeavour to establish a gold currency in conjunction
with silver throughout the union. The hostility evinced towards the
Bank of the United States, and the refusal to renew its charter, caused
an immediate contraction of the usual accommodation granted at the
numerous branches of that establishment, and further, entz.u!cd upon the
favoured States’ banks the necessity of procuring an additional supply
of gold to enable them to fulfil the conditions under 'wlu.ch they received
the deposits of government money. This combination of circum-
stances, having no relation to the ordinary commercial transactions
existing between this country and America, materially reduced the rate
of exchanges with Europe, so much as to afford a profit upen the im-
portation Loth of gold and silver from England and other parts of Europe.
The President, too, in order further to aid lis favourite project of in-
creasing the metallic currency throughout the States, directed, in the
carly part of last year, his agents in Europe to remit in gold to America
the whole of the indemnity money to be received from France and
Naples. About the time of that remittance having been made, a loan
for a million or twelve hundred thousand pounds was negotiated in Lon-
don on account of the United States’ bank, to facilitate the settlements
upon the expiration of the charter. The effect of that loan upon the
currency of this country was further increased by a much larger amount
than usual of American securities, or of States’ stock ; bank a.md cam}l
stock, &c. having been sent to Europe for sale, and upon which credit
had been given by some of the principal houses in England in anticipa-
tion of the sums they were expected to realize, thus throwing an inor-
dinate amount of American paper upon our markets. If all these
circumstances be adverted to, together with the very large amount of
produce imported from America, the surprize will be, not that some,
Lut that so small a portion of Lullion should have been abstracted from
England as that already stated. Since the 1st September last the de-
mand has entirely ceased, and notwithstanding the desire of the Aneri-
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can President to retain the bullion acquired from this country, it is not

improbable that we may soon see it rcturn from that quarter of the
world.”

MR. RICARDO.

“ The demand for gold for America was one of a peculiar nature,
and could be attended with no disadvantage to this country, if the
currency had been in a sound and wholesome state : it was accom-
panied with n great depression of prices in the United States, and
must have been largely paid for in commodities. An alteration had
been made in the value of the gold coin of America, and other
measures adopted with regard to her currency, which compelled her
immediately to scck for a supply of the precious metals; this her
want of circulating medium obliged her to obtain at any cost. En-
gland and France were the two countries with which America was in
most intimate relations, and which were best able to administer to her
immediate wants; in addition to the £2,300,000 supposed to have
been taken from England, a large quantity was also obtained from
France, which was furnished by the Bank of France, as stated in the
report of that association.

“ Fortunately for America there was o considerable debt due to her
from France which was then paid; fortunately also England took off
o large amount of the local stocks of the different States, otherwise
the fall in hor produce and the distress consequent on the diminution
of prices would have been infinitely increased.

“ The consideration of this question shows the difference which
there is between an import or export of gold, arising out of the
ordinary transactions of commerce, which may either occasion =
balance of trade in favour of or against a country, and that which is
caused by a forced contraction or angmentation of the circulation. In
the one case gold is the most profitable article which can be received
or paid—it is either added to, or abstracted from, the circulation, and
the equilibrium of prices is shortly restored. In the other case,
prices are forced by a contraction of the currency much below the
level of those of other countries, or raised by an increase of it con-
siderably above that level ; thus on the import of gold a large amount
of commodities is given in cxchange, and on its export a lasser amount
of commodities received: such have at times been the consequences of
the forced action on the currency under the system adopted by the
Bank of England, subjecting the public to severe loss, and inflicting

serious injury on individuals, in their commercial relations with one
another.”

Sixthly. The following articles, published April 7,
1837, ascribe the recent pressure to the improvident
conduct of some of the Amecrican houscs, and to the
facilitics they obtained from the bill brokers. I insert
these articles, chiefly because they are supposed to have
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had their origin in the bank parlour, and to express the
sentiments of at least some of the directors.

FROM THE COURIER.

« The Bank of England has been again compelled to come forward
with a fresh loan to sustain the falling credit of certain parties engaced
in the American trade. The extraordinary circumstances under which
the houses engaged in that trade have been placed by the non-arrival
of packets from America, would scem to justify and warrant an inter-
ference of this sort on the part of the bank, though we must say,
speaking generally, that this continued tinkering and bolstering cannot
be too much deprecated, particularly when it is recollected that the
Bank of England has not at this moment the third part of the treasure
she ought to possess ; and when the fact, that not a single ounce of
bullion has returned to us from the Continent, to which we exported
during the adverse exchange of the past year above two millions
sterling, shows conclusively that the currency is still in cxcess and
ought to be diminished. It is not enough, in vindication of the relicf
afforded to embarrassed houses, to say, that their transactions have
been fair and honourable. Nothing can justify the bank in coming
forward to bolster them up, that is, in doing what in Ler present situ-
ation is obviously inconsistent with all sound principle, but the injury
that would arise to the public interests by Ler resolutely adhering to
the strict line of duty. Tf this injury be great and imminent, the bank
will be justified, but not otherwise. ~ However lonourable the trans-
actions of the American houses, it is certain that the majority, for there
are exceptions, have conducted their business with the most reckless
improvidence, and in such a way as called forth at a distant period,
from parties acquainted with the facts, the most confident predictions
of their ruin. It is certain, indeed, that they could not have gone so
very far beyond their means as they have done, but for the support and
encouragement given them by the money-dealers. The latter are, in
fact, by far the greatest culprits, and have evinced the most stupendous
infatuation and ignorance in their transactions with the American
houses of which any example is to be found in the history of com-
merce. They first gave them unlimited credit, and could not get too
many of their bills; and when the natural course of events (for they
never could have discovered it themselves) made them aware of the
consequences of their conduct, and of the extreme risk they were
running, they instantly got upon the opposite tack—from unhesitating
confidence they went to the extreme of suspicion and distrust, and
totally rejected the paper of which a little while before they could not
get too much!

“ What may be the derouement of this affair no individual can at
present foresce ; but, however it may end, itis certain that it will ever
form one of the most discreditable chapters in the listory of British
commerce. Nothing of any kind has occurred to interrupt the inter-
course between this country and America ; nor has any thing ocemred
in ecither country to lessen its resources or to diminish its power of
mecting its engagemnets. There has not, in fact, been any more room
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or real ground for derangement in the intercourse between Liver hool
and New York, than in that between Liverpool and Manchestell- or
between London and Hampstead. Instead of being involved in the
greatest difficulties, and threatened with total ruin, the parties engaged
in the trade, had they displayed the most ordinary prudence or saoaagt ¢
would have been conducting a sccure business, and realizing lmnilsonzé
profits. But they would not be satisfied with this. Parties with
&](}0,000, or £200,000 must nceds carry on a business for which a
capital of one or two millions would hardly have been adequate ; i;l
consequence, they had to depend wholly on discounts, became gamblers
Instead of merchants, and are now reaping the natural and lgrritimute
fruits of their conduct! We believe Jonathan has managed his part
of the business with infinitely more sense and discretion, than has be‘en

displayed on this side the water. Unless Le has don i
. X ¢ so, there w!
be a frightful extent of bankruptey.” » there will

FROM THE MORNING POST.

_“ The directors of the Bank of England, after much anxious de-
liberation, have adopted, at a very late hour this evening, a resolution
of great importance to the commercial world at the zi)reseut crisis
We announce the decision of the bank with great satisfaction becausé
we knoyv that it will dispel much of the alarm, which has ,for some
days existed in a very cxtensive and important department of com-
merce, and avert an impending calamity, the consequences of which
must have been deeply and widely felt, and this without exposing
the bank to any considerable danger of eventual loss. The circum-
stances which called for the interference of the bank in this instance
were, as will presently be seen, so urgent and extraordinary, as to
require and justify a deviation from the rules which have g'e,nera.ll
governed the conduct of that corporation. Y
¢ The case we are about to state is that of a commercial house of
the first rank, whosc transactions have been principally with America ;
and, important as this case is in itself, the decision of the bank with
respect to it acquires additional importance, from the fact, that it has
been regarded by that corporation as one of a considerable class ; and
fiom the probability that the extraordinary intervention which it has
required and obtained, will not be withheld in other cascs, in respect
to which claims equally valid, and explanations equally satisfactor
can be brought forward. .
¢ The house in question has shown that it possesses a capital of
b(;tween £300,000 and £400,000 of its own, and that its commercial
friends and connexions in this country have come forward to its aid
and subscribed an additional capital of equal amount. It has shown
that all its transactions have been in the fair and honourable course of
commercial dealing. It bas shown that its debtors, chiefly in America.
arc persons who have hitherto been considered affluent and honourable
men, and that there is at this moment, no ground to suspect either
their integrity or solvency. It has shown that all its transactions have
been in the strictest commercial sense, legitimate and prudent, free
from the imputation of any other error, than that of their excessive
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magnitude in proportion to the not inconsiderable capital by which
they were to be sustained.

% This house was, however, one of those which, in the recent pres-
sure, was compelled to apply to the bank for assistance, and obtained
it, upon the ordinary securities, to an extent supposed to” be sufficient
to carry it over every difficulty—to an extent which there is no doubt
would have been sufficient for this purpose, but for the extraordinary
circumstances which have since arisen. It will at once be perceived
that we allude to the non-arrival of the American packets, several of
which have been overdue fora considerable period. To houses in such
a situation as we have described, the consequences of an extraordinary
and unexpected delay in the arrival of large remittances need not be
explained. The calamity, to avert which so much has already been
done, seemed this morning to be inevitable, together with its necessary
consequences, the discredit and ruin of other houses to an indefinite and
appolling extent. In thesc circumstances another application was made
to the Bank of England, and the result, as we have already stated, was
o resolution of that body to give assistance to the full extent of the
exigency, without insisting upon what would have been an impossible
condition—the actual possession of tangible securities. The bank will
enable the house to which we have referred to meet all its outstanding
obligations, with the proviso tlat it shall not enter into any new
engagements until the advances of the bank are fully repaid.

“Tn the facts we have thus detailed we sec another very striking
example of the advantages which the commercial world derives from
the existence of such a body as the Bank of England, possessing, in its
own boundless credit, the ample means of arresting the fatal progress
of diseredit in the mercantile community, and unfettered by any rules
of conduct so strict and absolute as to prevent the prompt and eflicacious
application of those means in whatever manner may be best adapted to
the existing emergency. It is plain that no power analogous to this
could be confided to any government establishment, or he acquired by
any banking institution of recent origin.

“It may not be improper on this occasion to advert to one of the
causes which have mainly contributed to involve mercantile houses of
considerable capital, of great credit, and of unblemished reputation, in
the kind of embarrassment from which the firm in question has been
so seasonably and generously rescued. 'This cause is the system, the
imprudent and vicious system, which we understand to be very gene-
rally pursued by the bill-brokers of the city of London. ~ These persons
have at their disposal a large proportion of the unemployed capital of
the metropolis, which is entrusted to them for the purpose of being
invested in good bills of exchange. The bills which bear the names of
certain houses are dcemed preferable to any other; and with respect
to this elass of bills, the brokers act as if it were impossible for them to
have too many. They grasp at them with an cagerness which would
seem to imply that they hold them to be not merely as good as money,
but much better. Hence it not unfrequently happens, that the houscs
enjoying this extreme facility of obtaining money, are led progressively
into an extension of their transactions beyond what the amount of
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th.eir capital, independent of this resource of unstinted discount can sys-
tain.  But the moment it happens to be remarked that the paper of a
particular house, or of a particular class of houses, or of a particular
bruqch 9f trade, is unusually abundant, the inference is drawn that
trading in excess, as compared with capital, is going on; and the com-
mercial money market, that is, the general body of bill-brokers
immediately take the alarm, and, instead of gradually and gently di-
minishing the amount of their transactions in the paper supposed to be
redundant, they at once cast it off altogether. Thus the commercial
money market first tempts merchants of high credit to trade beyond
the extent of their independent resources, and then, when they are
least prepared for such a reverse, suddenly throws them back upon
their own independent resources. Some of the houses whose position
ha.s recently occasioned so much anxiety have, we believe, experienced
this vicissitude in its most aggravated form. The example should
teach merchants, in the most palmy state of their credit, the necessity
of apportioning the extent of their transactions to the amount of their
capital, instead of placing too implicit a reliance upon the precarious
res.ou:lcgs of credit, which are generally least available when most re-
quired.

.

Although the distress in America is not attributed
to any misconduct on the part of the banks, yet it has
led, in the States of New York, to some proposals for
a modification of the law. The following articles are
taken from the Times; but it does not appear that
the regulations mentioned have yet been adopted.

“ The attempt making in the United States to procure the repeal of
the restraining law, by which all private banks, and discounts by
private individuals are prohibited, has been attended with some cir-
cumstances well worthy of general notice. The aim has been on the
part of the corporate banks to prevent altogether the introduction of
any act to repeal the restraining law ; but not having succeeded in
this, their next object has been to annex such conditions to the repeal
as would render it of little avail, and leave to them the same ascen-
dancy still in the money transactions of the union. Hence it has
assumed all the characters of a bill drawn up to protect the corporate
banking interest, instead of giving increased facilities to the merchants;
and much indignant feeling has in consequence been vented anainst’
the ‘measure. The second section of the bill, for example, estabtl’ishes
an invidious distinction between this and any other department of
business, by requiring the person who opens an office of discount and
deposit to report to the clerk of the city or county his name, residence
and the amount of capital he intends to employ. The third section
places a still stronger impediment to free action, by forbidding him to
issue or circulate any other notes than those of the safety fund banks
of the State. According to this provision, the private Lanker cannot

O
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accommodate the customer about to travel with any of the notes of
the States through which he is to pass; and any infringement of the
law is made punishable with fine and imprisonment. The private
banker, or the keeper of an office of discount and deposit, is further
prohibited from resorting for accommodation to any banks already
established ; and it is even made penal in such banks to afford him
accommodation. They are also to be restrained from buying land,
dealing in goods, or trading in stock, and their business confined
exclusively to receiving deposits, lending money, and taking paper on
personal, instead of landed security, for the loans made. These, and
other clauses, had so far perverted the original intention of those who
had urged on the measure for establishing discount and deposit banks,
that they felt little interest in carrying it through, and characterized

the bill as only meant, in effect, to increase the power of the chartered
banks.”

¢ The legislature of New York (Feb. 7.) had introduced a bill “ to
improve the currency of that State, by compelling the safety fund
banks to keep their bills at par. To accomplish such object, it
proposed to provide that every bank should, as often as once a week,
cause to be entered upon its books the amount of specie on hand, and
the amount of notes in circulation ; and that the bank commissioners
should be empowered to examine the books. At the quarterly exami-
nation, any bank whose average circulation of bills should exceed twice
the amount of specie on hand, should be deemed guilty of violating
the law, and the bank commissioners were to report them to the legis-
lature. The law was not to apply to such banks as should keep their
bills at par in New York. No bank was to be allowed to charge a
greater premium on the sale of any draught on Albany or New York
than one half per cent.”

In his farewell address to the people of America,
the late President, General Jackson, thus refers to the
Bank of the United States :

¢ In reviewing the conflicts which have taken place between the
different interests in the United States, and the policy pursued since
the adoption of our present form of government, we find nothing that
has produced such deep-seated evil as the course of legislation in rela-
tion to the currency. The constitution of the United States unques-
tionably intended to secure to the people a circulating medium of gold
and silver. But the establishment of a national bank by Congress,
with the privilege of issuing paper-money receivable in the payment
of the public dues, and the unfortunate course of legislation in the
several states upon thie same subject, drove from general circulation the
constitutional currency, and substituted one of paper in its place.

“It was not easy for men engaged in the ordinary pursuits of
business, whose attention had not been particularly drawn to the
subject, to foresee all the consequences of a currency exclusively of
paper, and we ought not, on that account, to be surprised at the
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fucility with which laws were obtained to carry into ef_fect thfa paper
system. Honest, and even enlightencd men, are sometimes misled by
the specious and plausible statements of the designing. But experi-
ence has now proved the mischiefs and dangers of a paper currency,
and it rests with you to determine whether the proper remedy shall be
applied. ] )

“ The paper system being founded on public confidence, and having
of itself no intrinsic value, it is liable to great and sudden fluctuations,
thereby rendering property insecure, and the wages of labour unsteady
and uncertain. The corporations which create the paper-money cannot
De relied upon to keep the circulating medium uniform in amount. In
time of prosperity, when confidence is high, they are tempted, by t}.le
prospect of gain, or by the influence of those who hope to profit by it,
to extend their issues of paper beyond the bounds of discretion and
the reasonable demands of business. And when these issues have
been pushed on from day to day, until public confidence is at length
shaken, then a reaction takes place, and they immediately withdraw
the credits they have given, suddenly curtail their issues, and produce
an unexpected and ruinous contraction of the c1rcu1a§1ng medium,
which is felt by the whole community. The banks by this means save
themselves, and the mischievous consequences of their imprudence or
cupidity are visited upon the public. Nor does the evil stop here.
These ebbs and flows in the currency, and these indiscreet extensions
of credit, naturally engender a spirit of speculation injurious to the
habits and character of the people. We have already seen its effects
in the wild spirit of speculation in the publ.ic lands, and various kinds
of stock, which within the last year or two seized upon such a multitude
of our citizens, and threatened to pervade all classes of society, and to
withdraw their attention from the sober pursuits of honest industry.
It is not by encouraging this spirit that we shall best preserve public
virtue and promote the true interests of our country. But if your
currency continues as exclusively paper as it now is, it will foster this
eager desire to amass wealth without labour ; it will multiply the num-
ber of dependants on bank accommodations and bank favours; the
temptation to obtain money at any sacrifice will become stronger and
stronger, and inevitably lead to corruption, which will find its way into
your public councils, and destroy, at no distant day, the purity of your
government. Some of the evils which arise from this system of paper
press with peculiar hardship upon the class of society least able to
bear it. A portion of this currency frequently becomes depreciated
or worthless, and all of it is easily counterfeited, in such a manner as
to require peculiar skill and much experience to distinguish the coun-
terfeit from the genuine note. These frauds are most generally perpe-
trated in the smaller notes, which are used in the daily transuctions of
ordinary business; and the losses occasioned by them are commonly
thrown upon the labouring classes of society, whose situation and
pursuit puts it out of their power to guard themselves from these
impositions, and whose daily wages are necessary for their subsistence.
It is the duty of every government so to regulate its currency as to
protect this numerous class as far as practicable from the impositions
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of avarice and fraud. It is more especially the duty of the United
States, where the government is emphatically the government of the
people, and where this respectable portion of our citizens ae so
proudly distinguished from the labourmg classcs of all other nations,
by their independent spirit, their love of liberty, their intelligence, and
their high tone of woral character. Their industry, in peace, is the
source of our wealth ; and their bravery in war has covered us with
glory ; and the governmnent of the United States will but ill discharge
its duties if it leaves them a prey to such dishonest impositions. Yet
it is cvident that their interests cannot be effectually protected unless
silver and gold are restored to circulation.

“These views alone of the paper currency are sufficient to call for
immediate reform ; but there is another consideration which should still
more strongly press it upon your attention.

“ Recent events have proved that the paper money system of this
country may be used as an engine to undermine your free institutions ;
and that those who desire to engross all power in the hands of the few,
and to govern by corruption or force, are aware of its power, and pre-
pared to employ it. Your banks now furnish your only circulating
medium, and money is plenty or scarce, according to the quantity of
notes issued by them. While they have capitals not greatly dispro-
portioned to each other, they are competitors in business, and no one
of them can exercisc dominion over the rest ; and slthough, in the pre-
sent state of the currency, these banks may and do operate injuriously
upon the habits of business, the pecuniary concerns and the moral tone
of society, yet, from their number and dispersed situation, they cannot
combinc for the purposes of political influence ; and whatever may be
the dispositions of sonie of them, their power of mischief must neces-
sarily be confined to a narrow space, and felt only in their immediate
neighbourhoods.

“But when the charter of the Bank of the United States was
obtained from Congress, it perfected the schemes of the paper system,
and gave to its advocates the position they have struggled to obtain,
from the commencement of the federal government down to the present
hour. The immense capital and peculiar privileges bestowed upon it,
enabled it to exercise despotic sway over other banks in every part of
the country. From its superior strength it could seriously injure, if
not destroy, the business of any one of them which might incur its
resentment ; and it openly claimed for itself the power of regulating the
currency throughout the United States. In other words, it asserted
(and it undoubtedly possessed) the power to make money plenty or
scarce at its pleasure, at any time, and in any quarter of the union, by
controlling the issues of other banks, and permitting an expansion, or
compelling a general contraction, of the circulating medium, according
to its own will. The other banking institutions were sensible of its
strength, and they soon generally Decame its obedient instruments,
ready at all times to execute its mandates ; and with the banks neces-
sarily went, also, that numerous class of persons in our commercial
cities who depend altogether on bank credits for their solvency and
means of business, and who are therefore obliged for their own safety
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to propitiate the favour of the money power by distinguished zeal and
devotion in its service. The result of the ill-advised legislation which
established this great monopoly was, to concentrate the whole money
power of the union, with its boundless means of corruption and its
numerous dependants, under the direction and command of one ac-
knowledged head ; thus organizing this particular interest as one body,
and securing to it unity and concert of action throughout the United
States, and enabling it to bring forward, upon any occasion, its entire
and undivided strength to support or defeat any measure of the govern-
ment. In the hands of this formidable power, thus perfectly organized,
was also placed unlimited dominion over the amount of the circulating
medium, giving it the power to regulate the value of property and the
fruits of labour in every quarter of the union ; and to bestow prosperity,
or bring ruin, upon any city or section of the country, as might best
comport with its own interest or policy.

“We are not left to conjecture how the monied power, thus or-
ganized, and with such a weapon in its hands, would be likely to use its
The distress and alarm which pervaded and agitated the whole country
when the Bank of the United States waged war upon the people, in
order to compel them to submit to its demands, cannot yet be forgotten,
The ruthless and unsparing temper with which whole cities and com-
munitics were impoverished and ruined, and a scene of cheerful pros-
perity suddenly changed into one of gloom and despondency, ought to
be indelibly impressed on the memory of the people of the United
States. If such was its power In a time of pcace, what would it not
Lave been in a season of war, with an cnemy at your doors? No
nation but the freemen of the United States could have come out vie-
torious from such a contest; yet, if you had not conquered, the govern-
ment would have passed from the hands of the many to the few; and
this organized money power, from its secret conclave, would have
dictated the choice of your highest officers, and compelled you to make
peace or war as best suited their wishes. The forms of your govern-
ment might for a time have remained, but its living spirit would have
departed from it.

“ The distress and sufferings inflicted on the people by the bank are
some of the fruits of that system of policy which is continually striving
to enlarge the authority of the federal government beyond the limits
fixed by the constitution. The powers enumerated in that instrument
do not confer on Congress the right to establish such a corporation as
the Bauk of the United States, and the evil consequences which
followed may warn us of the danger of departing from the true rule of
construction, and of permitting temporary circumstances, or the hope
of better promoting the public welfare, to influence, in any degree, our
decisions upon the cxtent of the authority of the general government.
Let us abide by the constitution as it is written, or amend it in the
constitutional mode, if it is found to be defective,

“The severe lessons of experience will, I doubt not, be sufficient to
prevent Congress from again chartering such a monopoly, even if the
constitution did not present an insuperable objection to it. But you
must remember, my fellow-citizens, that eternal vigilance by the people
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is the price of liberty ; and that you must pay the price if you wish to
secure the blessing, It behaves you, therefore, to be watchful in your
states, as well as in the federal government. The power which the
monied interest can exercise, when concentrated under a single licad,
and with our present system of currency, was sufficiently demonstrated
in the struggle made by the Bank of the United States. Defeated in
the general government, the same class of intriguers and politicians
will now resort to the States, and endeavour to obtain there the same
organization which they failed to perpetuate in the union; and with
specious and deceitful plans of public advantages, and state interest
and state pride, they will endeavour to establish, in the different states,
one monied institution with overgrown capital, and exclusive privileges
sufficient to enable it to control the operations of the other banks.
Such an institution will be pregnant with the same cvils produced by
the Bank of the United Sates, although its sphere of action is more
confined ; and in the state in which it is chartered, the money power
will be able to embody its own strength, and to move together with
undivided force, to accomplish any object it may wish to attain. You
have already had abundant evidence of its power to inflict injury upon
the agricultural, mechanical, and labouring classes of society ; and over
those whose engagements in trade or speculation render them depen-
dent on bank facilities, the dominion of the state monopoly will be
absolute, and their obedience unlimited. ~With such a bank and paper
currency, the money power would, in a few years, govern the state
and control its measures ; and if a sufficient number of states can be
induced to create such establishments, the time will soon come when it
will again take the field against the United States, and succeed in per-
fecting and perpetuating its organization by a charter from Congress.
It is one of the serious evils of our present system of banking, that
it enables one class of socicty, and that by no means a numerous one,
by its control over the currency, to act injuriously upon the interests
of all the others, and to exercise more than its just proportion of influ-
ence in political affairs. The agricultural, the mechanical, and the
labouring classes, have little or no share in the direction of the great
monied corporations ; and from their habits and the nature of their
pursuits, they are incapable of forming extensive combinations to act
together with united force. Such concert of action may sometimes be
produced in a single city, or in a small district of country, by means of
personal communication with each other ; but they have no regular or
active correspondence with those who are engaged in similar pursuits
in distant places ; they have but little patronage to give to the press,
and exercise but a small share of influence over it; they have no crowd
of dependants about them, who grow rich without labour, by their
countenance and favour, and who are, therefore, always ready to exe-
cute their wishes. The planter, the farmer, the mechanic, and the
labourer, all know that their success depends upon their own industry
and economy, and that they must not expect to become suddenly rich
by the fruits of their toil. Yet these classes of society form the great
body of the people of the United States ; they are the bone and sinew of
the country, men who love liberty, and desire nothing but equal right and
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equal laws, and who moreover hold the great mass of our national wealth,
although it is distributed in moderate amounts among the millions of
freemen who possess it. But, with overwhelming numbers and wealth
on their sides, they are in constant danger of losing their fair influence
in the government, and with difficulty maintain their just rights against
the incessant cfforts daily made to encroach upon them. The mischief
springs from the power which the monied interest derives from a paper
currency, which they are able to control ; from the multitude of corpo-
rations, with exclusive privileges, which they have suceceded in obtain-
ing in the different states, and which are employed altogether for their
benefit ; and unless you become more watchful in your states, and
check this spirit of monopoly, and thirst for exclusive privileges, you
will, in the end, find that the most important powers of government
have been given or bartered away, and the control over your dearest
interests has passed into the hands of these corporations.”

The latest packet from America brings intelligence
that the Bank of the United States have consented to
assist the merchants in making their remittances to
England. The following correspondence has passed
between the President, Mr. Biddle, and some of the
mercantile houses in New York.

¢ T0 MR. N. BIDDLE, PRESIDENT OF THE BANK OF THE UNITED STATES,

“ NLw Yonx, Marcn 28, 1837,
¢ Sir,

“In consequence of the peculiar position in which the
commercial community is placed, it was resolved at a meeting of the
merchants held this day, that the Bank of the United States be invited
to interpose at this conjuncture by a shipment of coin, and by the use
of their credit, so as to meet the exigencies of the occasion, and by
the sale of bills of exchange on Europe, by the issue of post notes,
payable at Philadelphia, and of bonds payable at some distant day in
London, Paris, and Amsterdam, to facilitate negociations at home, and
furnish safe remittances abroad, and thus, not only be of service to this
city, but to the United States at large.

“ By order of the meeting,
«“J. A, Stevens, Chairman.
“ C. A. HekscHER, Secretary.
(Signed by 101 houses.)

“ New Yorx, Marcu 29,
“ Sir, )

«1 had this day the honor of receiving your communications
of the 28th instant, accompanied by the signatures of many highly
respectable citizens of New York, requesting the interposition of the
Bank of the United States to assist in removing the existing embar-
rassments of the commercial community. The board of directors, on
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learning from a committee of your fellow-citizens the existence of these
difficulties, directed me to visit New York for the purpose of ascer-
taining their nature and the most effectual mode by which the bank
could be useful. All the suggestions for that purpose contained in
your letter will accordingly be presented to the board of directors,
from whom they will receive the most respectful and early attention.
In the mean time what my own observation suggests as the cause of
these troubles is, that recent events in the South and in Europe have,
in concurrence with reasons of an earlier date, produced a paralysis of
private credit, which deranges the whole system of our foreign and
domestic exchanges. For this the appropriate remedy seems to be to
substitute for the private credit of individuals the more known and
established credit of the bank, until public confidence in private
stability has time to revive. To the foreign exchanges I would apply
that restorative, by issuing the engagements of the bank, payable in
London, Paris, and Amsterdam, to be remitted in lieu of private bills.
These will be ready by the next packet, and they will enable the
country to make, without injury, an early provision for the adjustment
of the foreign exchanges, by the natural operation of remitting  its
produce and its coin. A similar operation I shall recommend to the
board in respect to the domestic cxchanges, by an enlarged and im-
mediate purchase of bills of exchange on the distant sections of the
union.

¢ These are the two measures which seem to be the best adapted
for the present emergency. They are proposed with the sincerest
desire that they may be useful, and with a clear conviction that, aided
by the spirit and intelligence which belong to this community, they
will carry it triumphantly through its present difficulties. The surest
ground of confidence for others is confidence in ourselves ; and I have
seen this community bear up against calamities which would have
broken the spirit of a less free and generous people.

“ N. BippbLE,
“ President of the Bank of the United States.”

The following communication upon the subject, is
from a correspondent of the Times :

‘““ New York, ApriL 2, 1837,

“ For several days past the money market lias been in a most agi-
tated and alarming state. When the packet of the 24th ult. sailed
from this place, public confidence was greatly shaken, and the commer-
cial men of the country appeared to be tottering on the brink of ruin.
Through the instrumentality of the United States Bank light is again
breaking in upon the mercantile community. At no period since the
war of 1812 have the capitalists experienced greater apprehension, or
the rate of interest been so high, as during the past weck. An arrange-
ment has been effected with Mr. Biddle, in pursuance of which he has
agreed to issue the bonds of the United States Bank for a specified
amount, payable 12 months after date, in London, Paris, or Amsterdam,
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at the option of the purchaser. For these bonds he receives mercantile
notes at a rate which will bring the bonds a fraction below the cash
price of first-rate private bills of exchange; thus enabling the merchant,
by extending the time of payment a few months, to continue his remit-
tances, in bills or paper of solidity equal to any which can be made in
Europe or America. The American merchants, as a class, are men of
great enterprise and industry ; many of them are opulent; but the in-
Judicious interference of the government in attempting to regulate the
currency has produced such a scene of speculation and such a transfer
of specie to the interior, as to embarrass all the regular business of the
country. It may not be uninteresting to retrospect.

¢ Immediately on the removal of the public deposits from the late
Bank of the United States, speculations in its stock on a fall to a
large amount ensued. Here the mania commenced. New local banks
were thereupon chartered by the several states, and their stocks be-
came the object of speculation. Paper money being abundant in the
hands of a favoured few, these gentlemen turned their attention to the
national domain. The disease had now become contagious, and con-
sequently almost universal. Every description of property, foreign or
domestic, personal or landed, was greatly enhanced in  price; but
more especially lands. In the height of this mania, the President di-
rected the Secretary of the Treasury, under the date of the 11th of
July, 1836, to instruct the reccivers of public money in the Western
and South Western States, to take nothing in payment of the public
lands but gold or silver, or the notes of banks in their vicinity that
would be redeemed forthwith in specie.

¢ The effect of this order was twofold. It compelled the Western
and South Western banks to contract their loans, and thus gradually
withdraw from circulation a portion of their paper, lest they should
subject themselves to a run. At the same time it compelled both the
speculator and the actual settler, who wished to purchase the public
land, to provide himself in the Atlantic States with specie, and
transport it to the place where his payment was to be made.

“By these anti-commercial regulations, the gold and silver was
withdrawn from thie marts of commerce, where it ought to have been
left, as the means of regulating and balancing the accounts between
the United States and foreign countries; and it was thrown into a
district of territory, where 1t remains unemployed in the vaults of
certain banks, in the form of deposits, to the eredit of the government.
This is an unnatural state of things, and has tended incalculably
to embarrass the merchants on the seaboard. It may be asked, in
what manner have these merchants been so much embarrassed, if they
have not entered into these land speculations? it is due to them to
give the explanation.

“1 have already remarked, that the Western and South Western
banks were compelled to restrict their loans. The effect of this was
to prevent, to a limited extent, the merchants in those states from
remitting the amount they owed in the Atlantic cities. But this was
not the greatest evil. Many of the interior merchants, allured by the
brilliant prospects of realizing fortunes, sold the goods which they had
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purchased on credit in New York, Philadelphia, &ec., and invested the
proceeds in the public lands, and thus deprived themselves of the
means of paying their debts, although they might be perfectly solvent.
These operations have been in progress for the last twelve or thirteen
months. Their ultimate effect every thinking man ought to have an-
ticipated. Under such circumstances, the money market became sorely
pressed, and it was utterly impossible for the merchants to have con-
tinued their payments much longer, either at home or abroad, without
some relief. That relief, for foreign purposes, could not be had in the
form of metal, because the great bulk of it is in the interior of the
country, and cannot be transported to the trading cities while the rivers
are closed, but at great hazard, great cxpense, and a tedious journey.
The relief could not be granted in the form of discounts, by the local
or state banks, because the proceeds of such discounts, it was appre-
hended, would be drawn in specie for the payment of foreign debts.
In such a crisis, what was to be donc?

“ A committee of merchants from this city, invited Mr. Biddle to
New York. They submitted to him their case. He became satisfied
that without relief they could not promptly meet their engagements.
At the same time he was equally well satisfied, that the great body of
them were not only solvent, but in many instances opulent, and that
all they required was time to collect their debts. The Bank of the
United States was in a condition to grant the requisite relief. TIts
board of directors had hoarded, with the caution of the miser, the
credit of the institution. That credit is placed on a foundation so deep
and so broad that it cannot be shaken. The bank has finally settled
with the government for the seven millions of stock, which it owned
in the late United States Bank. It had just received a decision of
the Pennsylvania legislature, (a majority of which was elected as its
opponents) by a vote of sixty-ome to thirty-one, declaratory in
substance that the state had no right to interfere with its charter.
In short, in every point of view, in the language of a sailor, the bank
was sailing before the wind with a free sheet.

“Under such circumstances, Mr. Biddle has agreed to exchange
the credit of the bank for the credit of the American merchants.
This evinces his confidence in their stability, and it affords them time
for the collection of their Western and South-Western debts, which
collection, in many instances, will be made in specie. This specie, if
found necessary, will be shipped to England by the United States
Bank, to meet the payment of its bonds, and thus the balance, if any
be due by this country, will be liquidated, and trade flow in its ac-
customed channels.

“ The scarcity of money is already operating, both upon the price
of produce and real estate. It will continue thus to operate, until
things have found their proper level, Every species of propertyis falling,
and a strong disposition pervades the trading community to limit its
business. The rage for speculation is at an end; and in the midst of
all the present agitation and turmoil, to} my view, the prospects are
more cheering than they have been at any period for some months
past. I do not mean to be understood that there will be no more
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fail_ures—l wish I éould think so. What T mean to say is, that the
relief, in my opinion, which has now been granted, will not onl
facilitate remittances, and thus sustain the character and credit o);‘
many commercial houses, which, without it, must have suspended
payment ; but that it also made certain, during the present year, the
exportation of sufficient specie to balance any debts or obligations “due
or to become due, from American citizens ; and this spgcie will be
drawn from a section of the country where it is of no use, and
shipped, without producing injury, or creating inconvenience to any
other section of the country.
_ *““I ' bave extended my remarks on this subject, because I consider
it of vital importance to both Great Britain and the United States
and because I have long apprehended and prognosticated the most
disestrous consequences in the money market. I frankly confess, that
I could not discover the source from whence the necessary relief was
to be derived. But the Bank of the United States has generously
and I think wiscly, stepped in, and done for the American merchants,
what the British Government most providently does for the same class
of men—Ioaned its credit. The British Government grants exchequer
bills ; Mr. Biddle in like manner has granted the bonds of the bank ;
and although he may, and probably will, sustain some loss by the
transaction, yet he will have earned for the institution so much ‘good
will, and such kind feeling, that it must ultimately prove advantageous.
_“Exchange from 11 to 12 per cent., say 11} or 114. Southern
bills, endorsed in New York, from 94 to 104, according to the degree
of confidence in the endorser.

“ A GENEVESE TRAVELLER.”
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No. II.

A List of Private Banking Establishments, which have been merged into
Joiﬁﬁ Stock Banks : arranged by Mx. W. T. HENDERSON, Sub-Manager
to the London and Westminster Bank.

Whea

Place. Firm of Private Bank, Joint Stock Bank. enﬂl?bt.
nes and Davis ... Monmouths. & Glamorgans, Bkg.C, 1836
; ﬁg:g:xﬁgy éznson and Co. ...... North and South Wales Bank ...... 1836
3 Ashton under Line Buckley and Co...... Saddleworth Banking Co. ... ....... 1833
4 Atherstone . ....... Chapman and Co. ... C0v.entr{ Union Banking Co. ...... 1836
5 Barnard Castle ... Skinner and Co....... g?txona Provincial Bank of England 113:333
ke and Co...vvvenee DO oo .
s g:;:iaple E)l'ltton and Co....... Swaledale & Wensleydale Bkg. Co. 1836
8 Birmingham ...... Rotton and Co. . ... National Provincial Bank of England 1833
9 Bridgwater .... .... Stuckeysa Woodlands Stuckey’s Banking Co. ..o.oocvvennces 1826
10 Bristol. ...... .. Stuckey, Lean & Co. Ditto ... . 1826
11 Ditto .... . .. Elton, Baillie & Co. Bristol 0ld Bank . 1826
12 Ditto . . .. Cave, Ames and Co. Dlttp ........... e 1826
13 Ditto ... .. Haythorne & Wright Nauona’l Provincial Bank of England 1833
14 Bruton... ... StuckeyNephew&Co Stuckey's B?nkxng Co....... Ceee 1826
15 Burford .... Pittand Co. ......... County of Glougester Banking Co .. 1836
16 Bury ...... ... Grundy and Wood . Bury Banking Co. ..........o.ein, 1836
17 Cardiff ..... .. Towgood and Co. ... Monmouths. & Glamorgans. Bkg. C. 1836
18 Carlisle ........ ... Wakefield and Co.... Carlisle Banking Co. .................. 1836

Hartlands and Co.... Gloucestershire Banking Co. ......... 1831

19 Cheltenham

i " Pitt and Co. ..... ... County of Gloster Banking Co 1834
2(1' gll:t:;st;s;”: ...... " Jones and Blewitt ... Monmouths, & Glamorgans, Bkg. C. 1836
22 Chippenham ..... Guudry and Co...... ‘Wilts and Dorset Bankx'ng Co. ...... 1836
23 Cirencester ......... Pitt and Co. ......... County of Gloster Banking Co. .... . 1834
24 Colebrooke Dale . Darby and Co. ...... Shropshire Banking Co.oveiiinirann, 1836
25 Collumpton......... Murley and Co. ...... Devon and Cornwall Banking Co... 1831
26 Coventry... .. Beck and Prime.... . Coventry and Warwicks. Bkg. Co. . 1835
27 Ditto ...... .. Bunney and Co....... Dt 1835
28 Crewkerne ......... Payne and Co......... Stuckey’s Banking Co............... 1826
29 Darlington .. .. Skinner and Co....... National Provnqcxal Ban_k of England 1833
30 Daventry..... .. Watkins and Co...... Northamptonshire Banking Co. ...... 1836
31 Ditto ...... .. Perceval and Co. .. . Northampton Unlo}x Banking Co.... 1836
32 Denbigh ..... .. R. Sankey ..... e North and South Wales Bank......... 1836
33 Dewsbury ......... Hagues and Co....... West Riding Union Banking Co...... 1832
34 Dobeross... .. Buckley and Co...... Saddlesworth Banking Co. ... ....... 1833
35 Dursley ... . Vizard and Co. ...... County of Gloucester Banking Co .. 1834
36 Ditto ... .. Wood, Pitt and Co.... Ditto....... .. TR PTIP 18.‘333
37 Ditto ... .. Bloxsome and Co. . . National Proymcml Bank of England 18:
38 Evesham .. Hartlands and Co.... Gloucestershire Banking Co. ......... 1831
39 Exeter... . Sparkes and Co....... Devon and Cornwall Banking Co.... 1831
40 Falmouth . Carne and Co. ....... Western District Banking Co......... 1836
41 Farringdon ......... Pittand Co.... ....... County of Gloucester Banking Co. . 1834
42 Frome........ ...... Waldron and Co. ... Stuckey’s Banking Co. «..c.ooveeee. }ggg
43 Glastonbury Reeves and Co. ..... Ditto - G T
44 Gloucester .. . Russell and Co. ...... Gloucestershire Banking Co. . ....... .
45 Gloucester ......... T. Turner ............ gfmonal Provincial Bank of England %333

i Skinner and Co....... [0 YOOI TP
:g g:,ll?f%ab:mugh Rawdon Briggs & Co. Halifax Commercial Bank............ 1836
48 Ditto ...... .. Rawson and Co....... Halifax & Huddersfield Union Bank 1836
49 Hereford ..... .. Jones and Co......... Herefordshire Bankin Co. .o en. 1832
50 Huddersfield . Rawson and Co....... Halifax & Huddersfield Union Bank 183
51 Ditto ........... .. Wileon, Sons & Co. West Riding Union Bank ............ 1832
52 Ilfracombe ......... Vyeand Co. ......... National Provincial Bank of England 1832
53 Ilminster ....... ... Stuckeys and Co.... . Stuckey's Banking Co. TSI 1‘331
54 Kingsbridge ...... Nicholson and Co.... Devon and Cornwail Banking Co.... 18

i istri k.. ... 1834
55 Knaresborough ... Coates and Co, ...... Yorkshxre District Ban
56 L:ugport g ...... Stuckeys and Co. ... Stuckey’s Banking Co. .....coovineee 1826

.. . Pares and Co....
.... Hutton and Co..
.... Aspinal and Co.

. Hope and Co.

68 Monmouth ...
71 Newcastle up.Tyne

74 Ditto (Salop)
75 Northampton

81 Pontefract ..

83 Richmond, Yorks.

85 Saddleworth
86 Shefficld .......... .
87 Shepton Mallet ...

92 St, Columb.. . Magor and Co. .....
. Christy and Co.......
94 Stockton ............
95 Stratford on Avon,

96 Sunderland ........,

101 Tewkesbury

106 Warwick...
107 Wellington

110 Whitchurch
111 Whitehaven
112 Wolverhampton ...
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Tomes and Co. ..... Warwick & Leamington Rankg. Co. 1834
---- Perfects and Co...... Yorkshire District Bank ............... 1834
... George Smith & Co. Leeds and West Riding Banking Co. 1835
- Bywater and Co...... Leeds Commercial Bank........... ... 1836

- Pares’ Leicestershire Banking Co. ... 1836
.. Swaledale & Wensleydale Bnkg. Co. 1836
Liverpool Central Bank ............... 1836

Liverpool Borough Bank ... ... 1836

John West............ Wilts and Dorset Banking Co. ...... 1836
-.. Robins and Co. ...... Ditto.....ooouiiiiiiiniins wevas v, 1836
- Moule and Co. .... . North Wilts Banking Co. ............ 1835
. Jones and Davis...... Monmouths. & Glamorgans. Bkg. C. 1836
. Mare and Eaton...... Northern & Central Bk. of England 1834
Rowland and Co. ... Glamorganshire Bank.................. 1836
Backhouse and Co... Northumberland & Durham Bkg, C. 1836
Chapman and Co. ... Newcastle Union Banking Co. ...... 1836

- Jones and Blewitt ... Monmouths. & Glamorgans. Bkg. Co. 1836
Horden andCo....... Shropshire Banking Co. ............... 1836
Perceval and Co. ... Northamptonshire Union Bankg. Co. 1836
Watkios and Co...... Ditlo. ... 1836

. Moore and Robinson Moore & Robinson's Nottingh. B, C, 1836
. Buckley and Co...... Saddleworth Banking Co. ............ 1833
. Boase and Co......... Western District Banking Co.......... 1836
. Hingston & Prideaux Devon and Cornwall Banking Co... 1831
- Perfect and Co..... . Yorkshire District Bank............... 1834
Jones and Blewitt ... Monmouths. & Glamorgans. Bkg. C. 1836
Hutton and Co....... Swaledale & Wensleydale Bkg. Co. 1836
Walkers and Co Sheffield and Rotherham Bank.... ., 1836
Buckley and Co...... Saddleworth Banking Co. ............ 1833
Walkers and Co...... Sheffield and Rotherham Bank ...... 1836
Reeves and Co. ...... Stuckey’s Banking Co........... e 1826

Backhouse and Co... Northumberland & Durham Dist. B, 1836

- Chapman and Co. ... Newcastle Union Banking Co........ 1836
.. Biddle and Co. ...... Shropshire Banking Co. ............... 1836
.. Skinner and Co....... National Provincial Bank of England 1833

. Western District Banking Co. . .... 1836
Manchester & Liverpool District Bk, 1829
Skinner and Co..... . National Provincial Bank of England 1833
Tomes and Co. ...... Stourbridge & Kidderminster Bk. C. 1834
Backhouse and Co... Northumberland & Durham Distr, B, 1836

. Eaton and Co......... Glamorganshire Banking Co. ......... 1836

-+ Stuckeys and Co. ... Stuckey’s Banking Co.................. 1826
... Pittand Co............ County of Gloucester Banking Co.... 1834
.. Wood and Co. ...... Gloucestershire Banking Co. ......... 1831
... Hartlandsand Co. Ditto..............ocooevivnnnnn.. ... 1831

.. Dresser and Co....... Yorkshire District Bank ............... 1834

.- Prideaux and Co. ... Devon and Cornwall Banking Co... 1831

.. Magor, Turner & Co. Western District Bank ............... 1836

-- Jones and Blewitt ... Monmouths. & Glamorgans. Bkg. C, 1836
.. Tomes and Co. ...... Warwick and Leamington Bank....., 1834 .
--- Reynolds and Co. ... Shropshire Banking Co.......... ... 1836

- Stuckeys and Co. ... Stuckey’s Banking Co.... ... 1826

- Reevesand Co....... Ditto..".... ....c...ooeeiiiinniienninnans. 1826

Corser and Co. ...... Northern & Central Bank of England 1834
Hartley and Co....... Bank of Whitehaven 1829
Hordern and Co. ... Wolverhampton & Staffords. Bkg. C, 1831
Whitmarsh and Co. . Stuckey’s Banking Co 1826

FINIS,

E. JUSTINS AND SON, PRINTFRS, MARK LANE,



ERRATA.

Page 117, Line 6, for eleven, read twelve.
— 118, — 38, for contracted, read cownteracted.
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