-

the influence of the grear

bank debtors. FEecvery dollarin s
cie drawn out of the banks, especial
Iy tar exportation, induced the neces-
¢ity of curtailments  To this portion
of the community all other evils. were
light, w hen, compared with the nn-
perions demands of banks. Then
crertions 0 prevent the drain of spe-
coutrouled their destiny equalled the
ino
e avoided,  In most parts of the un-
jun this forced state of things 1s pas-
The
vk notes iato specie is becoming
wunerever il 18 ostensilile ll

a1z away.
Iy i
pubiic
il In those states where this con-
verubility  is not even ostensible, it
wil be t'l:c impr_'rirms dmy of those
‘.'.
correction to apply the appropriate
remedy,

As the currency is, at least in some
parts of the union, depreciated, it
wiist, in those parts, suffer a further
reduction before it becomes sound,
IU'he wation must continue to suffer
uniil this is effected. After the cur-
rency shall be reduced to the amount

which, when the present qu:mtity of

the precious metals is distributed a-
ruenys the various nations of the world,
in proportion to their respective ex-
changeabie values.shall be assigned to
the United States ; when time shall
have regulated the price ol labor and
of commodities, according to that a
monut ; and when pre-existing en-
parements ghall have heen adjusted,
the sufferings from a depreciated. de-
creasinge, and deficient currency, will
be terminated.  Individual and pub-
lic prosperity will gradually revive
and the productive erergies of the
notion resume their accustomed ace
tivity  But, new changes in the cur-
rency, and circumstances adverse to

-

i the possessions ol those who

«nitude ol the evils which were to

cmn't‘.‘l!ih;l'l!)’ of

opinion does not correct the e-

ho are invested with the power of

&e‘ vEry incon\n‘i}crg\ addi-

tional cfficiency which in the laver
ase, will be imparted to capital in-
vgsted in banks, will it is believed,
not countervail the evils which ne
cessarily result from their establish-
ment.

Among the advantages which have
been supposed most strongly to re-

ommend their establishment, espe-

cially in a community whose resour-
ces are rapidly expanding, their ca-
pacity suddenly to increase the cur-
rency to the utmost demand for it,
has been considered the most impor-
tant.

In a country where the currency 1s
purely metallic, no considerable addi-
fion can be made to it, without giv-
ine, at the time of its acquisition, ar-
ticles in exchange of equal wvalue.
' No addition can e made to the cur-
rency without affi cting, to the extent
of such addition, the enjoyments of
the community. The amount so add=d
will, to the same extent, diminish the
quantity of articles which would o-
therwise be imported into the coun-
try for domestic consumption, or for
re-exportation.

Oudinarily, the currency of one
conutry will not be exported to ano-
try is nearly the same. It will
therefore like other
command a commercial profit vpon
cxportation It will be taken from
one country to another. only when the
price of commeodities in the former is
so high as to produce a loss in the
latter, equal to the expense ol trans-
porting specie. It is this condition,
annexcd to every acquisition to the
currency of a state, when it is purely
metallic, of diminishing, to the same
extent, the enjovments of the commu-
nity, which affords the most efficient
protection against its betoming re-
dundant. It is equally efhcient in

ther, because its value in every coun. !
not, '
commaoditics, |

and their discounts at $ {17 millioha. |
The extent to which their credit was
then employed was $52 millions.
Their circulation, at the same peri-
od, has been estimaied at $62 mil-
lions. In thig estimate no allowance
was made for "notes stated to be in
circulation, but which were probably
in the possession of other banks A
reasonable deduction being made on
that account. it is probable that the
paper circulation did not much ex-
ceed B52 miliions. But the liability

of the banks for specie, was equal to
the whole amount of notes represent-
ed to be in circulation besides the
individual deposites To meet an im.
mediate demand, they are estimated
to have had $28 millions in specie.
[f the deposites of individuals should
be estimatcd at $18 millions, their

ultimate weans of meeting the de-
mand of 62 millions, without sac-
rificing their capital, would consis
of $10 millions, in specie, and $59
millions secured by the notes of indi-
viduals ; this sum being the excess of
their discounts over thelr cajital

Under ordinary circumstances, the
basis upon which the credit of this
circulation rested, might be consid-
ered sufficient to sustain it A debt
of 117 miilions, could not under the
most adverse circumstances, be con-
sidered inadequate to meet one of
$52 milliens. But in the case of
~currency, the capacity of ultimate
redemption is not suflicient. The
capacity toredeem it as itis present-
ed is indispensable. Whenever the
public confidence, in this capacity, is
impaired, an immediate demand for
specie will be created; and, if it is
' not promptly met, depreciation will
censue.  But, even in circumstances
| in some degree adverse to the spe-
f ration of banks, if their discounts
{ consisted principally of notes found.
j €d upon real transactions. in which

| . . . \ .
the perpetuity of the gener | pros-| guarding against a deficiency, to an | the idea of renewal was excluded ;

perity, wmay reasonably be expected
toocceur  Sofar as the chances de-
pend upon the currency, their recur-
rence, to an extent sufhcient to dis-
turh  the prosperity of the nation,
would be effectual'y prevented, if it
conld  be rendered purely metallic.
In that even’, we should always retain
that proportion of the precious me-
1a's wihich our exchangeahle commo-
dities bear to those of other nations.
The currency would seldomn be eith-
¢t redundant or deficient. to an ex.
tent that wonll seriously affect the in-
terest of society. ut when the eurr-
ency is metallic,and paper convertible
ntn specie, changes to suchan extent
it is believed. will frequently occur
The establishment of banka which
are vestrained from issuing notes of
amall denominations. farnishes great
facilhitics for the transmission of mon-
and increasses the efliciency of
the capital snbject ty therr control, to
the extent of the credit emploved by
them.  The degree of facility afford-
cd by them {or the transportation or
Lransmission of money, d- pends up-
extent of country within which
their notes cirenlate, and preserve a
value equivalent to specie. Ovdina.
rily, this extent 1s determined by the
interior trade of the cQuntry ; they
will circulate throurh the whole ex-
teut ol © INiry. th: :_n-uhu:e of which
18 carrie] l‘n‘t‘ sale tn the ]’)].IC(‘- of
their estiblishment.  If thev are es-
tablished only in the principal com-
mercial city of the nation, their notes
wi'l circulate through the whole ex-
tent of s teeritory, and afford the
grre atest possibie facility for the trans-
of monev. If they are es-
1.'!'.‘,w"l:'.l n '-;t'\'(‘l‘;l‘ “f the commenr.
cittes, their circulation will be
imscribed by the sections of
the inhubitants of which
cities.—The I“\C':Iit_\'
wtransmiiting money will be dimin-
ished by their establishment.  But if
banes shoull be established in all the
mterior towns, this factlity would be
impured 1o a still preater.deeree.
In that evert, their notes would cir-
culate within very narrow limits :
but, within those lim ts, the notes of
the Hanks 1 the comunercial
wouldt mo loncer m part of the
Should they hy acc
carried within it the first 1n
dividual having remittances t
and Into whose
come, would use them for that pur.
]l I5¢
I'he deeree of credit which a bank
can employ,in proportion to its capi-
tal. depends upon a variety of circum-
stances.  If the community
g1 cat confidence in the prudence and
illtr.\-;l.i!.\' of those who dircct 1its
if the capital emnloyed is
s nall in pronortion to the demand fon
the transmission of money ; if there
is no other bhank, whose local situ-
ation repe's 1ts circulation {rom thaose
sections of country, the produce
wintch is ultimately carried to the
wh it 1s established the
vt which it will be able to emnloy
wiill very ereat,  \\V here all these
facilities are wanting, the extent of
the credit which it will employ will

Y.
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extent that can seriously affect the
linterest of the community. But this
condition is not annexed to the in-
crease of the currency, by the issue
of bank notes, even when converti-
ble into specie. The notes, by which
the currency is suddenly augmented,
do not, in any degree, diminish the
enjoyments of the community. No
equivalent is, by such issue, transfer-
red to another community. as is in-
variably done when an acquisition is
made to a metallic currency  When-
ever the currency can be augmented,
exemnt from such transfer, it must
be subject to some degree of fluctu-
ation in quantity Every addition
made to the currency by the jtsue of
bank notes. changes the relation
which previously existed between the
amount of the curruney, and the a-
mount of the commodities which are
to be exchanged through its agency.
—Their issue depends not upon re.
ceiving, in exchange, articles of e-
qual value ; but, upon a pledge of the

the amount of such issue. No evil
can result to the community from the
advance of the capital of a bank in
exchange for the credit of individuals

the amount of the currency previous-
ly in circulation.
material to soriety, whether this cap-
ital be lent by individaals or by cor-
porations  The vrelation between
the currency and the exchangeable
commodities of the state is not dis-
turbed.
csreatly extended, the currency
expanded, and that relation is deran.
red. An expansion of the
cvy through the agency of banks,
will generally occur only in periods
of prosperity.  During such periods,
enterprize will be foste: ed, industry
stimulated, and the comfort and hap-
piness of the peop'e advanced with-
out the fetitious aid of an expansive
currency. But there can be no doubt
that a sudden inerease of the curren-
cy during periods of prosperity,
through the agency of bank issues,
gives additional force and activity to
the national enterpiize. Such an in-
crease will be followed by a general
in the value of all articles, es-
pecialiv of those which cannot be ex-
sorted.—The price of lands, houses,
anl public stock will be augmented,
(i a greater degree, than if no such
| increase had taken place

If these prices could be maintain-
;ml ; 1f thev could even be protected
against sudlen reduction, they would
Ibe  ause ot gratulation rather than of
‘complaint.  But the expansion of the
currency by the issue of paper, in a
period of prosperity, will inevitably
he succeeded by its contraction in

'lt\
periods of adversity. The extent to

s

ed, through the agency of banks, de-

yave made of their credit.
cess of their discounts beyond their
capital actually panl, determines the
rmount of the credit which they have
mploved. Thus, in 1813, the capi-
'al of the hanks in the United States
has been esumated at $65 millions

and if specie formed a considerable
proportion of the circulation, the ca-
| pacity of the banks to meet the de-
mands upon them for specie, might
have been sufficient to sustain the
credit of the currencyv. If, on the
other hand, the debts due to the banks
consisted chiefly of fixed or perma
nent loans, generally denominated
accommodation paper. if specie had
heen banished from circulation, by
the issue of dollar notes, the svspen-
sion of payment by the banks could
not fail to be the result of any consid-
erable pressure upon them for spe-
cie. In the former case, as their
notes should be withdrawn from cir-
culation, they would gradually be re-
duced to the demand for them for
the transmission of money. If the
effort to withdraw them should be
continued bevond that poigt, specie,
would be paid into the bank® by their
debtors, in preference to bank notes ;

It is perfectly im- }

But, when their credit is |

curren- |

and the just proportion between the

| paper circulation, and the specie in
credit of one or more individuals, to |

their vaults, would be promptly resto-
red. 1In the lutter case, as the debts

' due to the banks would not, according
|

l

In that case, no addition i1s made to

to the understanding ot the parties,
pecome due at short interva.s, the
only mode of meeting the increasing
demands upon them for specie would
be to require of the whole mass of
debtors the payment of a fixed pro-
portion of the sums due by them
As the circumstances which would
require this measure, on the part of
the banks would generally affect the
community in the same degree ; the

is | capacity of their debtors to meet this

demand would generally be found to
be in an inverse ratio to the demand.
The demand itself being inconsistent
with the impression under which the
debt was centracted, would be resist-
ed in every case, where the interest
of the debtor would be subserved by
delay. As speciec formed butan in-
considerable part of the eurrency, the
reduction of the paper circulation
would have to be carried to a greater
extent than in the former case. A
just proportion between the paper
circulation and the specie necessary
to support it, could be obtained only
by the positive reduction of the for-
mer, as it would be impracticable to
increase the latter, while the demand
continued. Under such circumstan-
| ces, the suspension of payment would
be the probable result.

Such, in fact, were the circumstan-
ces under which the suspension in
1814 occurred.

The injudicious multiplication of
banks, where capital in that form to
some extent, might have been useful;
the establishment of them where they
only could be injurious, the permis-

| sion to issue doilar notes, by which
which the currency may be contract- | specie was banished from circulation ;
' 'and the demand for specie for expor-
pends apon the use which they may | tation which existed during the years
The ex-| 1813 and 1814. imposed upon the
'banks in the middle, southern and
| western states, the necessity of sus.'
| pending payment.

discharge their notes in specie would
not onlyhave been ineffectual,but wo’ld

A longer effort to !

femote pericd, the resumption of spe-
cie payments. The evils which have
resulted to the community from that
suspension have certainly been great :
but, it may well be doubted, whether
others of equal magnitude would no
have been suffered, if that event hac
not occurred  Tle extent to whicl
the currency must Lave been reduced
th order to have avoided the suspen-
sion, could not have failed, at auy pe
riod. to  produce great embarrass.
nents and distress to the community

But, in a time of war, when the cow
vy was invaded ; when the pubii
safety required that the energies o!
‘he nation should be fully developed
a sudden and extensive reduction of
the currency by any ¢ use whatever.
would bave been fatal. Under such
circumstances, the demand for cur

ency would have been too imperions
» be vesisted. It would, from neces-
sity. have been supplied by the issue
! trea-ury notes

The fact, that, in a small portion of
‘he union, specie payments were con-
tinued, cannot be admitied as evi-
‘ence, that it was practicable through-
out the nation. In that part of the
country, the extensive bank issucs,
cousequent upon loans to the govern-
ment in the middie states, Lhad not oe-
cwred. Foreign trade, which, in
other parts of the union, was necarly
annihilated,still preserved there a lan-
guid existencey through the permis-
sion or connivance of the enemy.~—
These circumstances conuld not fail
to enable the baunks, in the castern
states, to continue specie payments
longer than those of the middle, south-
ern. and western states.  In an efiort
to preserve their credit, they would,
inevitably, be the last thar would fall.
In such a struggle, however, they
must have failed, had not the circu-
la ion of the paper of their weaker
neighbors and the iscues of treasury
nctes come to their aid. But for this
adventitious assistance. whaolly uncon-
nected with the wisdom and foresight
of their directors, specie payients
must have been suspended there. or
the best interests of the community
have been sacrificed. From that pe-
riod, until the resumption of specie
payments in the early part of 1817,
treasury notes, and the notes of the
banks which had suspended paymem,
formed the great mass of circulation
in the eastern part of the union.—
Specie, or the notes of banks which
continued to pay specie, fermed no
part of the receipts of the govern-
ment in Boston and the districts east
of that town, until about the close of
the year 1816.

In all great exigencies, which in
the course of human events, may be
cxpected to arise in every nation the

suspension of payment by banks,
where the circulation consists princi-
pally of bank notes, is one of the evils
which ought to be considered z2s the
inevitable consequence of their estab-
lishment Even in countries where
paper does not form the principal
part of the circulation, such an event
will sometimes happen. In the ycar
‘797, when the restriction was impo-
scd upon the bank of England. the
average of its circulation, for several
successive years, was azbout 10,000,
000L. sterling. whilst the metallic cur.
rency was estimated at 30.000,000/.
Yet in that country, whose trade in
the time of war, through the protec-
tion of its fleets, was rather expand-
¢d than contracted. it was found ne-
cessary to authorise the bank to sus-
pend pavment, which suspension, af
ter a lapse of twenty-three years, still
continues.  VWhen the existence of
banks depends upon the authority
that regulates the currency, it may be
practicable to impose salutary checks
against excessive issues of paper du-
ring suspension, and in some degree
to guard against an excessive issue
of the currency. But, where these
itstitutions are created by an authori-
ty having no power to regulate the
currency. and, especially, where they
are created by a great variety of au-
thorities independent of each other, &
practically incapable of acting in such
concert. it is manifest that no checks
or restraints can be imposed. It is
impossible to imagine a currency
more vicious than that which depends
upon the will of nearly four hundred
banks. entirely independent of each
other, when released from all restraint
against excessive issues. By the
term currency. the issue of paper by
government, as a financial resource,
is excluded. Even such an issue, in

ly established, and public opinion
controls the public councils, would
be preferable to a currency similar to
that which existed in some parts of
the United States, during the gener-
al suspension, and which now exists
in some of the states. This truth
has been practicably demonstrated, by
the redemption of the whole of the
treasury notes, issued during the war
within the short space of about two

ecrtainly have postponed, to a more i years after the peace; whilst 4 lar;e

| amount of bank notes issucd during
the suspension are yet unredeemed
and greatly depreciated.

There can be no doubt, that a2 me-
tallic currency ; connected with a pa-
per circulation, convertible into spe-
cie, and not exceeding the demand
tor the facile transmission of money,
1s the most convenient that can be de-
vised. When the paper circulation
cxceeds that demand, the metallic
currency to the amount of the excess
will be exported, and a liability o
sudden fluctuations to the same ex-
tent will be produced. |

If banks were established only in
the principal commercial cities of
each state; if they were resuzined
from the issue of notes of small de-
nominations ; if they should retain an
absclute contrel over one half of their
capital, and the whole of the credit
which they employ, by discounting 1
that amonnt nothing but transaction
paper payable at short dates ; the
credit and stability of the buanks wou'd,
at least. be unquestionable. Their
notes could always be rcedeemed in
specic on demand. The remaining
part of their capital might be adyan-
ced upon long credits to manufactur-
ers, and even to agriculturalists, wiili-
out the danger of being under the
neces=ity of calling upon such debt-
ors to contribute to their 1ciief. if e
mergencies  should  cecur. Such
debtors are, in fact unuble to mect
sudden exiyencics and ought pever
to accept of advances from banks, but
upon long credits, for which timely
provision may be made The latter
class, of all others, is the least qualhi-
ficd to mect the sudden demands
which a pressure upon banks compels
them 1o make upon their debtors —
I'be returns of cepital invested inag-
riculiure zre two slow and distant 1o
justify engagenients with banks, ex-
cept upon long credits. If the pay-
ment of the principal should be de-
mar ded at other periods than these at
which the husbandnman receives the
annual reward of his t6ii, the distress
which would result from the exaction
would greatly outweigh any benefis
which was anticipated from the loan.
That tte establishment of Larks, in
agricultural districts, has greatly im-
proved the general appearance of the
country, is not denied. Comfoitable
mansicns, and spacious barns, haye
been erected; lands bave been clear-
ed and reduced to cultivatien : faims
have been stocked and rendered more
productive, by the aid of bank credits.
“ut these improvements will cventu-
ally be found, in most cases, to ¢ ffect
the ruin of the proprietor. “T'he farm,
with its improvements, will frequent-
ly prove unequal to the cischarge of
the debts incurred in its embeliish-
ment. Such, in fact. s the actuzl or
apprehended state of things wherev-
er banks have been established in
small inland towns and viilages —
Poverty and distiess are impending
over the heads of most of those who
have attempted to improve their farms
by the aid of bank credits So gener-
al is this distress, that the principal
attention of the state legisia*urcs,
where the evil exists, is, at this mo-
ment, directed to the adoption of
measurcs calculated to rescue tieir
fellow citizens from the inevitable ¢?-
fects of their own indiscretion. If,in
affording a shicld to the debtor, a-
gainst the legal demand of his cred-
itor, the axe shall be applied to the
root of the evil, by the annihilation of
banks where they ought never to have
existed, the interference. however
doubtful in pouint of policy or princi-
ple, may, eventually, be productive
of more good than evil.

The general system of credit, whick
has been introduced through the a-
gency of banks, brought home to ev-
ery man’s door, has produced a fici-
tious state of things, extremely -
verse to the sober, frugal, and indus-
trious habits, which ought to be cher-
ished ina republic. In the place o
these virtues, extravagance. idleness,
and the spirit of gambling adveuture
have been engendered and fostered by
our institutions. So far as these cvils
have been produced by the establish
ment of banks, where they are ret re-
quired, by the cmission to impose up-
on them wholesome restraints ; and
by the ignorance or misconduct of
those who have been entrusted with
their direction, they are believed to be
beyond the control of the federal goy-
ernment.  Since the resumption of
specie payments, measures have been
adopted in some of the states to ep-

‘ | force their conlinnance: in others
a state where the reign of law is firm- | ; i

the evil has been left to the correc-
tion of public opinion. There is. how-
cver, some reason to apprehend, that
the authority of law may be interpo-
sed in support of the circulation of
notes, not convertible into specié.

_ Butthe federal government has, by
IS measures. in some degree, contrib-
uted to the spirit of speculation, and
of adventurous enterprise, which. at
this moment so strongly characterise
| the citizens of this republic, the sys-
itcm of credit, which, in the infancy of




